
JL H trlb lxA T U K Ji UUWM1TTKIS f  J.JLJii> o 6 7 2

9313 H O U S E  L A B O R &  C O M M E R C E

•



THE FOLLOW ING DOCUMENT(S) 
HAVE BEEN REFILMED TO 

ASSURE LEG IB IL IT Y  OR PAG INATION

Central Microfilm Services 
Dcpartemcnl of Education 
State of Alaska

Rev. 6/98



F  !U '' 3 1 9 9 7
TONY KNOWLES, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  A N D  
E C O N O M IC  D E V E L O P M E N T

P.O. BOX 110B05 
JUNEAU, ALASKA 99811-0005 
PHONE: (907) 465-2515 
FAX: (907) 465-3422 
TDD: (907) 465-5437DIVISION OF INSURANCE

February 13, 1997

The Honorable Norman Rokeberg 
House of Representatives 
State Capitol, Room 24 
Juneau, AK 99801-1182

Dear Representative Rokeberg:

As you requested, I am enclosing a copy of the Health Insurance 
Portability and Accountability Act of 1996 (the Kassenbaum/Kennedy 
federal law), a preliminary draft of the proposed Alaska legislation 
implementing the federal law, and an overview of the federal law 
which you may find informative. The proposed Alaska legislation is 
currently being reviewed by Law and, accordingly, we have marked 
the document as a draft. We do not anticipate any significant 
changes between the draft and the final document.

I look forward to the work session scheduled on Wednesday,
February 19 and appreciate the opportunity to work with the labor 
and commerce committee regarding this proposed legislation.

Very truly yours,

Marianne K. Burke 
Director

MKB/cw4360.ins
021307a
Enclosures
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EXPLA N A TIO N  O F P R O P O S E D  LEG ISLA TIV E CHANGES TO  T IT L E  21, 
C H A PT E R  55

AS 21-55.020
The current language in this section does not clearly state the voting methodology 
to be used in board meetings as compared to association meetings. The current 
language defines the voting methodology to be used at association meetings as 
premium weighted. However, this methodology is not appropriate for board 
meetings, since the public members would not have a vote and the small insurers 
would essentially have no vote due to the fact that the Alaska health insurance 
market is overwhelmingly dominated by only two carriers.

Recommended changes to this section clarify that each member receives only one 
vote at board meetings giving proper representation of the members of the board. 
Recommended changes to this section also establish the terms of members of the 
board.

AS 21.55.100 
AS 21.55.120
These changes would allow the board greater flexibility in developing cost-saving 
health benefit plans for high risk individuals. For example, the current legislation 
would not allow the development of a PPO structure with proper incentives for its 
use, such as reduced copayments and out of pocket maximums. Many states with 
high risk pools allow for cost containment features in their benefit plans such as 
penalties for failing to pre-certify treatment and increased copayments for use of 
non-preferred providers.

AS 21.55.150
These changes would eliminate the conflict between the requirement that the 
premium rates not be excessive or inadequate and the requirement that premium 
rates not be greater than 200% of standard premium rates. CHIA is essentially a 
pool for uninsurable health insurance risks, which means that the premium rates 
will not be adequate to cover the costs.

Also, the requirements regarding the calculation of the premium rates are 
modified slightly to allow additional flexibility in determining the premium rates. 
Current statute requires that the premium rates b ̂  based on the standard rates of 
the top 5 insurers in the state. Since there are fewer than 5 significant individual 
comprehensive health insurers in the state, this basis for calculating the premium 
rates results in the use of rates that are not necessarily appropriate for the Alaska 
market.

March 15, 1996 (2:05pm)



AS 21.55.200 
AS 21.55.500(13)
These changes would allow greater flexibility in selecting an administrator. The 
changes strengthen the criteria under which a plan administrator will be 
evaluated. This is an important change, since the nature and structure of a high 
risk pool such as CHIA create the need for special reporting and analysis.

The number of potential administrators is increased by eliminating the 
requirement that the administrator be an insurer. Greater potential savings in 
administrative costs may be achieved through opening the door to many other 
entities that have an expertise in administration of health insurance type 
contracts. The larger number of potential administrators from which to select 
should result in better negotiation in determining administrative fees and 
services. Since inception only one insurer has offered to administer the plan.

AS 21.55.210
Changes were made to allow greater flexibility in evaluating an administrator and 
in setting the terms of the administrative contract.

Specific language was added to specifically allow termination for cause. The 
administrative contract would specify the conditions under which the 
administrator would be allowed to terminate the contract.

AS 21.55.220
A change was made to excuse members from assessment if the assessment amount 
is minimal. This would allow the board to determine the level of assessment at 
which it becomes cost prohibitive to assess a member.

AS 21.55.330
This change would help clarify that monthly premium modes would be acceptable.

The misnomer, “writing carrier”, has been changed to “plan administrator”. This 
change should help clarify the administrator’s role as an administrator not 
insurer.

AS 21.55.500
The change to the definition of "residents who are high risks" would simplify the 
eligibility requirements by allowing an individual with only one declination to be 
eligible for coverage. Currently individuals must wait to receive two formal 
declinations in order to prove eligibility under the plan which often results in a 
long waiting period for the individual before they can be covered under the CHIA 
plan.



December 5, 1996 (12:13pm)

*Sec. x. AS 21.55.020 repealed and reenacted to read:

(a) The board of directors of the association shall be made up of seven individuals. 

Five board members shall be selected by association members, subject to approval by the 

director of the division of insurance, and two board members shall be consumers selected 

by the director of the division of insurance. The director or the director’s designee shall 

serve as a nonvoting ex officio member of the board. A  member of the board serves for a 

term of three years and may be reappointed to an unlimited number of terms. The term 

of a board member shall continue until a successor is appointed.

(b) In approving member  ̂of the board, the director shah consider, among other 

things, whether all types of participating members are fairly represented.

(c) In determining voting rights at association meetings, an association member is 

entitled to vote in person or proxy. The vote shall be a weighted vote based upon the 

association member’s premiums for health insurance for major medical coverage on an 

expense incurred basis, or the association member’s subscriber fees, derived from or on 

behalf of state residents in the previous calendar year, as determined by the director. In 

determining voting rights at board meetings, a board member is entitled to one vote in 

person or proxy.

(d) Members of the board may be reimbursed from the association for expenses 

incurred by them as members, but may not otherwise be compensated by the association 

for their services. The costs of conducting meetings of the association and its board of 

directors shall be borne by members of the association.

I
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December 5, 1996 (12:13pm)

(e) The board shall study and prepare a report at least once every three years on 

the effectiveness of this chapter. The report must include an analysis of the 

effectiveness of this chapter in promoting rate stability, product availability, and 

affordability of coverage. The report may contain recommendations for legislative or 

other regulatory action. The board shall notify the legislature that the report is 

available.

(0 In this section, “board” means the board of directors of the association.

:,:Sec. x. AS 21.55.100(a) is amended to read:

Sec 21.55.100 TYPES OF INSURANCE PLANS, (a) The association shall make 

available to residents who are high risks an individual state plan of health insurance. 

The association shall offer at least one plan related to the deductible, copayment and 

calendar year maximunis [THREE ALTERNATIVES RELATED TO DEDUCTIBLES] as 

described in as 21.55.120 and may offer additional deductible, copayment and calendar 

year maximum alternatives as approved bv the director.

:|:Sec. x. AS 21.55.100(d) is amended to read:

(d) The association may make available to residents who are high risks coverage 

through a health maintenance organization or other managed care arrangement If [AS] 

approved by the director. Deductibles, copayment and calendar year maximum limits 

provided through such organizations or arrangements are not subject to the limits 

described in AS 21.55.120. but such limits roust be approved bv the director.

:|:Sec. x. AS 21.55.120 (a) is amended to read:



December 5, 1996 (12:13pm) 
Section 21.55.120 DEDUCTIBLES AND COPAYMENTS, (a) A state plan other 

than a Medicare supplement plan may require deductibles of at least $500 a person, as 
determined bv the board and approved bv the director [$200 A PERSON, $500 A 
PERSON, OR $1,000 A PERSON]. The amount of the deductible may not be greater 
when a service is rendered on an outpatient basis than when that service is offered on 
an inpatient basis. Expenses incurred during the last three months of a calendar year 
and actually applied to an individual's deductible for that year shall also be applied to 
that individual's deductible in the following calendar year. [THE $200 MAXIMUM, THE 
$500 MAXIMUM, AND THE $1,000 MAXIMUM MAY BE ADJUSTED YEARLY TO 
CORRESPOND WITH THE CHANGE IN THE MEDICAL CARE COMPONENT OF 
THE CONSUMER PRICE INDEX, AS ADJUSTED BY THE DIRECTOR. THE BASE 
YEAR FOR THE COMPUTATION SHALL BE THE FIRST FULL CALENDAR YEAR 
OF OPERATION OF THE ASSOCIATION.]
:|:Sec x. AS 21.55.120(b) is amended to read:

(b) A state plan other than a Medicare supplement plan shall require a maximum 
copayment of 40J20] percent for charges for all types of health care in excess of the 
deductible and 50 percent for services described in AS 21.55.110(3) in excess of the 
deductible.
:|:Sec x. AS 21.55.120(c) is amended to x*ead:

(c) The [EXCEPT AS PROVIDED IN (e) OF THIS SECTION, THEJ sum of the 
deductible and copayments required in any calendar year under a plan may not exceed a
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December 5, 1996 (12:13pm)
maximum lim it of five times the deductible [$2,000 PER COVERED INDIVIDUAL] as 
determined bv the board and approved bv the director. Covered expenses incurred after 
the applicable maximum lim it has been reached shall be paid at the rate of 100 percent 
of usual, customary, reasonable, or prevailing charges, except that expenses incurred for 
treatment of mental and nervous conditions shall be paid at the rate of 50 percent. [THE 
$2,000 MAXIMUM SHALL BE ADJUSTED YEARLY TO CORRESPOND WITH THE 
CHANGE IN THE MEDICAL CARE COMPONENT OF THE CONSUMER PRICE 
INDEX AS ADJUSTED BY THE DIRECTOR.
:i:Sec. x. AS 21.55.150 is amended to read:

(a) The association may not charge a rate for coverage issued by or through the 
association that is [EXCESSIVE, INADEQUATE, OR] unfairly discriminatory. Premium 
rates must be submitted to the director for approval prior to use.

(B) The Association may [SHALL] use separate scales of premium rates based on 
age and geographic location of the insured. The association may use separate scales of 
premium rates based on other factors, including use or nonuse of tobacco, i f  approved by 
the director.

(c) The board shall determine standard risk premium rates bv considering the 
premium rates charged by [FIVE] members of the associatio. offering, to residents of the 
state. [THAT INSURE, OR HAVE SUBSCRIBER CONTRACTS WITH, THE LARGEST 
NUMBER OF INDIVIDUALS IN THE STATE UNDER PLANS WITH] health insurance 
benefits substantially equivalent to the state plan benefits. [SHALL SUBMIT TO THE
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December 5, 1996 (12:13pm) 
ASSOCIATION AN ESTIMATE OF THE HATE THAT WOULD BE ACTUARIALLY 
SOUND FOR A PERSON WHO IS A STANDARD RISK FOR COVERAGE 
SUBSTANTIALLY EQUIVALENT TO THE STATE PLAN.] The premium for a state 
plan may not exceed 200 percent of the standard risk premium rates determined by the 
board [AVERAGE OF THOSE FIVE ESTIMATES].
:i Sec. x. AS 21.55.200 is amended to read:

SELECTION OF PLAN ADMINISTRATORS [WRITING CARRIERS]. The board 
[ASSOCIATION] shall develop bid specifications and select a plan administrator through 
a competitive bidding process [FOR MEMBERS THAT WISH TO BE SELECTED AS A 
WRITING CARRIER TO ADMINISTER A STATE PLAN]. The selection of the plan 
administrator [WRITING CARRIER] shall be based upon criteria including the plan 
administrator's [MEMBER'S] proven ability to handle health insurance coverage to 
individuals [A LARGE NUMBER OF HEALTH INSURANCE CASES OR SUBSCRIBER 
CONTRACTS], efficient claim paying capacity,[AND] the estimate of total charges for 
administering the plan[.], the plan administrator’s ability to apply effective cost 
containment programs and procedures and to administer the plan in a cost efficient 
manner, and the financial condition and stability of the plan administrator.
:|:Sec. x. AS 21.55.210 is repeal and reenacted to read:

DUTIES OF PLAN ADMINISTRATORS, (a) The plan administrator shall perform 
the administrative and claims payment functions required by this section. The plan 
administrator shall provide these services for a period specified in the contract between

5



December 5, 1996 (12:13pm) 
the association and the plan administrator subject to [REMOVAL FOR CAUSE AND 
SUBJECT TO] any terms, conditions, and limitations of the contract between the 
association and the plan administrator. At least six months before the expiration of each 
contract period, the board shall invite eligible entities, including the plan administrator, 
to submit bids to serve as the plan administrator. The board shall follow the provisions 
of AS 21.55.210 in selecting a plan administrator for the subsequent contract period.

(b) The plan administrator shall provide to all eligible persons enrolled in a state 
plan an individual policy, setting out a statement of the insurance protection to which 
the person is entitled, with whom claims are to be filed, and to whom benefits are 
payable. The policy must indicate that coverage was obtained through the association.

(c) The plan administrator shall submit to the board and the director on a regular 
basis reports on the operation of the state plans. Specific information to be contained in 
the reports shall be determined by the board and shall be specified in the contract 
between the association and the plan administrator.

(d) Claims shall be paid by the plan administrator and shall indicate that the 
claim as paid under the state plan. A claim payment shall include a telephone number 
that can be used for inquiries regarding the claim.

(e) The plan administrator shall be paid from state plan receipts for service 
rendered in connection with administering the plan.

(f) The plan administrator shall at all times when carrying out its duties under 
this chapter be considered an agent of the association.

6



PREMIUM PAYMENTS; CLAIMS EXPENSES; ASSESSMENTS (a) Upon 
notification of eligibility under AS 21.55.320, a person may enroll in a state plan by 
payment of the appropriate state plan premium to the plan administrator [WRITING 
CARRIER].
:|:Sec. x. AS 21.55.220(b) is amended to read:

(b) An employer that has in its employ one or more eligible persons enrolled in a 
state plan may make all or a portion of a state plan premium payment directly to the 
plan administrator [WRITING CARRIER].
:|:Sec. x. AS 21.55.220(d) is amended to read:

(d) The board [ASSOCIATION] shall make an annual determination of each 
member's liability, i f  any, and may make an annual fiscal year end assessment if  
necessary. The board [ASSOCIATION] may also, subject to the approval of the director, 
provide for interim assessments against the members as may be necessary to assure the 
financial capability of the association in meeting the incurred or estimated claims 
expenses of the state plans and operating and administrative expenses of the association 
until the association's next annual fiscal year end assessment. Payment of an 
assessment is due within 30 days of receipt by a member of written notice of a fiscal 
year end or interim assessment. Failure by a member to tender to the association the 
assessment within 30 days shall be grounds for revocation cf a member's certificate of 
authority. A member that ceases to do health insurance business in the state, or ceases

December 5, 1996 (12:13pm)

:!:Sec. x. AS 21.55.220(a) is amended to read:
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December 5, 1996 (12:13pm) 
to offer subscriber contracts in the state, due to revocation, suspension, or voluntary 
surrender of its certificate of authority remains liable for assessments through the 
calendar year that the health insurance business ceased. The board [ASSOCIATION] 
may decline to levy an assessment against a member i f  the assessment would be 
minimal [NOT EXCEED $10]. Assessments paid by a member are a general expense of 
the member.
:|;Sec. x. AS 21.55.310 is amended to read:

APPLICATION BY ENROLLEE. A person may enroll in a state plan by applying 
to the plan administrator [WRITING CARRIER]. The application must include the 
following:

(1) name, address, age, and length of residency of the applicant;
(2) a designation of the plan desired, including deductible option chosen;
(3) information relevant to whether the person is a high risk; and
(4) payment of the first premiums.

:|:Sec .x. AS 21.55.320 is amended to read:
NOTICE OF ACCEPTANCE OR REJECTION. Within 30 days after receiving the 

certificate described in AS 21.55.310, the plan administrator [WRITING CARRIER] shall 
either reject the application for failing to comply with the requirements of AS 21.55.300 
and 21.55.310 or forward the eligible person a notice of acceptance.
:|:Sec. x. AS 21.55.330(a) is amended to read:

EFFECTIVE DATE, (a) Except as provided in (b) of this section and AS

8



21.55.130(c), insurance under a state plan is effective immediately upon receipt of the 
first [QUARTERLY] premium, and is retroactive to the date of the application, i f  the 
applicant, otherwise complies with the requirements of this chapter.
:,:Sec. x. AS 21.55.330(b) is amended to read:

(b) Insurance under a state plan is effective retroactively to the date that the 
person's previous contract or policy terminated if  the person

(1) applies for a state plan within 60 days after the previous contract or 
policy terminated;

(2) is accepted by the plan administrator [WRITING CARRIER]; and
(3) pays a specified premium for the period of retroactive coverage.

:|:Sec. x. AS 21.55.400 is amended to read:
The director may

(1) approve the selection of the plan administrator [WRITING CARRIER] by 
the association and approve the association's contract with the plan administrator 
[WRITING CARRIER] including the coverages and premiums to be charged;

(2) contract with the federal government or another unit of government to 
ensure coordination of the state plans with other governmental assistance programs;

(3) undertake directly or through contracts with other persons studies or 
demonstration programs to develop awareness of the benefits of this chapter; and

(4) adopt regulations necessary to administer this chapter.
:|:Sec. x. AS 21.55.410 is amended to read:

December 5, 1996 (12:13pm)
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December 5, 1996 (12:13pm) 
The state is not liable for acts or omissions of the association or a plan 

administrator [WRITING CARRIER] under this chapter, nor is the state liable for 
payment of a claim under a state plan issued by a plan administrator [WRITING 
CARRIER].
:|:Sec. x. AS 21.55.500(10) is amended to read:
(10) "residents who are high risks" means residents who

(A) have been rejected for medical reasons after applying for a subscriber contract, 
a policy of health insurance, or a Medicare supplement policy by at least one [TWO] 
association member[S] within the six months immediately preceding the date of 
application for a state plan; medical reasons may include preexisting medical conditions, 
a family history that predicts future medical conditions, or an occupation that generates 
a frequency or severity of injury or disease that results in coverage not being generally 
available;

(B) have had a restrictive rider placed on a subscriber contract, a health insurance 
policy, or a Medicare supplement policy that substantially reduces coverage; or

(C) meet other requirements adopted by regulation by the director that are 
consistent with this chapter and that indicate that a person is unable to obtain coverage 
substantially similar to that which may be obtained by a person who is considered a 
standard risk;
:|:Sec. x. AS 21.55.500(11) is amended to read:

(11) "state plan" means a policy of insurance offered by the association through a

10



*Sec. x. AS 21.55.500(13) is amended to read:
(13)“ plan administrator” ["WRITING CARRIER"] means the eligible entity or 

entities [INSURER OR INSURERS] selected by the board [ASSOCIATION] and 
approved by the director to administer a state plan.
:|:Sec. x. AS 21.55.120(d) and 21.55.120(e) are repealed.

December 5, 1996 (12:13pm)

plan administrator [WRITING CARRIER];

il



SEC T IO N A L  A N A LY SIS

Section 1. PURPOSE. The purpose of this Act is to implement the minimum federal 
standards for health care insurance enacted under P.L. 104-191 (Health Insurance 
Portability and Accountability Act of 1996)
Sec. 3. AS 21.12.050
This section defines "health care insurance" which is consistent with the definition of 
"health insuance coverage" in P.L. 104-191 adding Sec. 2791(b) (42 U.S.C. 300gg-91(b)). 
The federal definition differs from the current state definition and since Alaska's 
definition is more broad, the federal definition was defined as a subset of the Alaska 
definition.
Sec. 2, Sec. 4 - Sec. 20. Required Coverages or Offers o f  Coverage
References to health insurance terms in these sections were changed to be consistent with 
the new definitions, "health care insurance" in AS 21.12.050 and "health care insurer" in 
AS 21.54.900.
Use of the terms "health care insurance plan" and "health care insurer" generally clarifies 
that the applicability of these sections include MEWAs and, in three provisions, HMOs. 
This results from the use of the term "health care insurer" which is defined very broadly 
to include all entities that transact health care insurance. Note that the definition of 
"health care insurance plan" excludes limited benefit policies and supplemental coverages. 
In the cases where the provision is to apply to these types of policies it is explicitly added.
The changes to these sections were intended to make the sections consistent with each 
other in terms of applicability and with the newly defined health insurance terms under 
the federal law.
Note that:

Sec. 10. AS 21.42.345 was modified to conform with the minimum federal 
standards pursuant to P.L. 104-191 amending the Public Health Service Act 
(PHSA) to add Sec. 2701(f) (42 U.S.C. 300gg(f)) regarding enrollment periods for 
dependents. The current provision applies to both individual and group plans while 
the federal law applies only tc group plans. However, for simplicity the changes 
made to conform to the federal law were made to both individual and group 
policies.
Sec. 9. AS 21.42.347 relating to costs of childbirth was modified to conform with 
the minimum federal standards pursuant to P.L. 104-191 ' dding Sec 2751 to PHSA 
(42 U.S.C. 300gg-51).

Sec. 21. Sec. 21.53.090
Under federal law long term care contracts with certain federally defined characteristics 
may receive favorable tax treatment. Since this creates a separate class of long term care 
policies and need for additional protections, the amendments to this section expand the 
director's authority to write specific regulations for this purpose.



This section adds several new sections to AS 21.54 to conform with the minimum federal 
standards for health care insurance in the group market as follows:

Sec. 21.54.100
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 2702 to PHSA (42 U.S.C. 300gg-l) regarding unfair 
discrimination in the offer of or enrollment under a health care insurance plan. 
Sec. 21.54.110
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 Sec. 2701(a)-(b) to PHSA (42 U.S.C. 300gg(a)-(b)) relating to 
preexisting condition exclusions.
Sec. 21.54.120
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 2701(c)-(e) to PHSA (42 U.S.C. 300gg(c)-(e)) relating to 
creditable coverage. Creditable coverage is used in determining the allowable 
preexisting condition waiting period or exclusion. Note that the federal law allows 
the states discretion in determining an allowable break in coverage in determining 
creditable coverage. AS 21.56 allowed a 90 day break in coverage for small 
employer groups and this was maintained in this section and as a result would 
apply to large employers as well.
Sec. 21.54.130
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 2712 to PHSA (42 U.S.C. 300gg-12) relating to guaranteed 
renewability, modification and termination of coverage. Subsection (f) of this section 
was added to allow an insurer to terminate an individual's coverage i f  the 
individual has committed fraud or intentional misrepresentation. This is not part 
of the federal law but was considered an oversight by the NAIC and HCFA.
Sec. 21.54.140
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 703 to ERISA (29 U.S.C. 1183) relating to guaranteed 
renewability for MEWA plans.
Sec. 21.54.150
This section is added to conform with the minimum federal standards relating to 
mental health benefits parity pursuant to the amendment to P.L. 104-191 adding 
Sec. 2705 to PHSA (42 U.S.C. 300gg-5).
Sec. 21.54.160
This section defines the health plans that are not subject to the minimum federal 
standards and are termed "excepted benefits" in the federal law. These "excepted 
benefits" are explicitly defined in P.L. 104-191 adding Sec. 2791(c) to PHSA (42 
U.S.C. 300gg-91(c)). These health plans are basically limited benefit and 
supplemental health insurance plans. The definition of "health care insurance 
plan" as proposed in this bill excludes "excepted benefits".
A rtic le 3. Sec. 21.54.900
This section adds new definitions necessary to conform with the minimum federal 
standards. The definitions are consistent with the definitions in P.L. 104-191

Sec. 22.



adding Sec. 2701(b), Sec. 2701(e), Sec. 2705(e) and Sec. 2791 to PHSA (42 U.S.C. 
300gg(b), 42 U.S.C. 300gg(e), 42 U.S.C. 300gg-5(e), 42 U.S.C. 300gg-91 respectively)

Sec. 23. - Sec. 31.
These sections amend AS 21.55 relating to the Comprehensive Health Insurance 
Association. P.L. 104-191 adding Sec. 2744 to PHSA (42 U.S.C. 300gg-44) allows a state 
to use a qualified high risk pool to guarantee portability of health insurance coverage to 
federally eligible individuals. The amendments to this section allow a "federally defined 
eligible individual" defined in P.L. 104-191 adding Sec. 2741(b) to PHSA (42 U.S.C. 300gg- 
41(b)) to participate in the CHIA. Use of Alaska's high nsk pool (CHIA) would be the least 
disruptive mechanism allowed under the federal law to refoim the individual health 
insurance market in Alaska and therefore was the selected mechanism. Experience in 
other states such as Washington, New Jersey, and New York relating to the alternative 
mechanisms allowed in the federal law has resulted in significant increases in claims and 
premiums and decreases in the number of individuals insured and the number of 
insurance companies writing individual health insurance.
Sec. 32. - Sec. 39
These sections amend AS 21.56 relating to health insurance coverage for small employers 
to remove any conflicts with the minimum federal requirements under P.L. 104-191. 
Certain sections of AS 21.56 were repealed and reenacted under AS 21.54 because under 
federal law those provisions apply to both large and small employer groups. The sections 
in AS 21.56 relating to guaranteed issue were amended to conform with the federal 
minimums for small employer groups pursuant to P.L. 104-191 adding Sec. 2711 to PHSA 
(42 U.S.C. 300gg-ll). To the extent possible the provisions in AS 21.56 were not modified 
unless they would prevent application of the federal minimums.
Sec. 33. AS 21.56.075
This is a new section that requires members of the Small Employer Reinsurance 
Association to report to the director on an annual basis the total amount of small 
employer health insurance premiums written in the state. While not required by federal 
law, this section will significantly improve the ability of the Association to assess 
Association members for losses.
Sec. 40. AS 21.84.590
This amendment clarifies that the minimum federal standards apply to Fraternal Benefit 
Societies.
Sec. 41. - Sec 43.
These sections amend AS 21.86 relating to HMOs in order to conform with the minimum 
federal standards pursuant to P.L. 104-191 adding Sec. 2701(g) to PHSA (42 U.S.C. 
300gg(g)).
Sec. 44. AS 21.87.340
Amendments in this section clarify that the minimum federal standards apply to Hospital 
and Medical Service Corporations.



Sec. 45. AS 21.90.900(29)
The definition of policy is modified to extend to group certificates issued in Alaska when 
the group policy is issued and delivered outside of Alaska to ensure consistency in 
application of state law to all group health ct re plans covering individuals resident in 
Alaska. The new minimum federal standards apply to such certificates and without this 
amendment Alaska may have difficulty asserting regulatory authority over such 
certificates. Failure to regulate group certificates could result in the federal government 
determining that Alaska is not substantially enforcing the minimum federal standards 
resulting in federal regulation of Alaska's health insurance market.
Sec. 46. AS 21.90.900
This section adds the definition of "medical care" as defined in P.L. 104-191 adding Sec. 
2791(a)(2) to PHSA (42 U.S.C. 300gg-91(a)(2)) which is necessary in order to define 
"health care insurance".
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PHONE REPRESENTING
DO YOU WANT 
TO TESTIFY ?



AGENDA

For The Record The Committee Members Present Are:

Rep. Norman Rokeberg, Chairman - On Teleconference at the 
Rep. John Cowdery, Vice Chairman
Rep. Bill Hudson If A Committee Member Arrives Late Announce:
Rep. Joe Ryan Representative (Name) Has (Joined) (Left) The
Rep. Jerry Sanders Committee At (Time).
Rep. Tom Brice 
Rep. Gene Kubina

Good Afternoon

This Meeting Of The House Labor & Commerce Committee Is Called To Order
On February 19 1997 At __________ PM

A Quorum ( Is ) ( Is  Not) Present.

On Today’s Calendar We Are Continuing The hearing on:
Overview -of the Kassenbaum/Kennedy Health Care Insurance Bill Ms. Mairanne K Burke, Director - Division of Insurance, Department of Commerce & Economic Development

1 I understand that many states are just implementing the minimum requirements. Have you been 
contact with any other states and what they aro doing?

2. Is the Governor plan to introduce a bill, implementing the Kassenbaum/Kennedy Bill?
If so when?, What’s the deadline for states?

For The Record, P lease Clearly State Your Full Name, Your Affiliation And Title. If You Have
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A u t h o r :  M a r ia n n e  B u r k e  a t  d c e d _ ju n l
D a t e :  2 / 5 / 9 7  8 : 2 8  AM
P r i o r i t y :  N o rm a l
TO : S h i r l e y  A rm s t r o n g  a t  LAA_TRANS
S u b j e c t :  R e : L a b o r  & Com m erce E x e c u t i v e  Sum m ary K a s s e n b a u m /K e n n e d y  B i

I  c e r t a i n l y  u n d e r s t a n d  t h a t  t h i n g s  c a n  com e up  a t  t h e  l a s t  m in u t e .  I  
am g r a t e f u l  t h a t  R ep  R o k e b e r g  r e c o g n i z e s  t h e  im p o r t a n c e  o f  t h e  
l e g i s t a t i o n  a n d  i s  w i l l i n g  t o  g i v e  me t h e  o p p o r t u n i t y  t o  p r e s e n t  t h e  
o v e r v i e w  a n d  a n s w e r  q u e s t i o n s .  U n f o r t u n a t e l y ,  I  h a v e  a  c o u r t  h e a r i n g ,  
a  R e v ie w  a n d  A d v i s o r y  C o m m it te e  m e e t i n g (w o r k e r s  com p ) a n d  
i n v e s t i g a t i v e  m a t t e r s  s c h e d u le d  n e x t  w eek  an d  m u s t b e  i n  A n c h o r a g e .  I  
w i l l  b e  b a c k  i n  J u n e a u  t h e  e v e n in g  o f  T u e s d a y , t h e  F e b . 1 8 .  I  w i l l  
w o rk  my s c h e d u le  a r o u n d  w h a t e v e r  w i l l  w o rk  t h a t  w eek  o r  a n y t im e  b e f o r e  
t h e  2 8 t h .  J u d g e  H un t h a s  s c h e d u le d  a  h e a r i n g  o n  a  l o n g  s t a n d i n g  
l i q u i d a t i o n  f o r  t h e  2 8 t h .  A g in , p l e a s e  l e t  R e p . R o k e b e rg  know  how  much 
I  a p p r e c i a t e  h i s  i n t e r e s t  a n d  h e l p .

  R e p ly  S e p a r a t o r  ______________________________
S u b j e c t :  L a b o r  & C om m erce E x e c u t i v e  Sum m ary  K a s s e n b a u m /K e n n e d y  B i l l  
A u t h o r :  S h i r l e y  A rm s t r o n g  a t  JNU_LAA
D a t e :  2 / 4 / 9 7  9 : 5 1  PM

2 / 5 / 9 7

M s. M a r r i a n n e  K . B u r k e ,  D i r e c t o r
D i v i s i o n  o f  I n s u r a n c e ,  D e p t ,  o f  C om m erce & E c o n o m ic  D e v e lo p m e n t

I  r e c e i v e d  y o u r  o u t l i n e  o f  t h e  i t e m s  y o u  w i l l  c o v e r  i n  y o u r  E x e c u t i v e  
Sum m ary o f  t h e  new  f e d e r a l  i n s u r a n c e  r e q u i r e m e n t s  f o r  h e a l t h  
i n s u r a n c e .

U n f o r t u n a t e l y ,  we w i l l  n o t  b e  a b l e  t o  h a v e  y o u r  sum m ary  o n  F r i d a y ,  
F e b r u a r y  7 ,  1 9 9 7 .  T h e  m e e t in g  h a s  b e e n  c a n c e le d  d u e  t o  u n e x p e c t e d  
t r a v e l  b y  som e m em bers o f  t h e  c o m m it t e e .  R e p . R o k e b e rg  c o n s i d e r s  t h i s  
s u b j e c t  v e r y  im p o r t a n t  a n d  w o u ld  l i k e  t h e  f u l l  c o m m it t e e  a v a i l a b l e  f o r  
t h e  b r i e f i n g .

We w o u ld  l i k e  t o  s c h e d u le  y o u r  p r e s e n t a t i o n  f o r  W e d n e sd a y , F e b r u a r y  
1 2 ,  1 9 9 7 ,  i f  i t  f i t s  y o u r  s c h e d u le .  P l e a s e  g i v e  me a  c a l l  t o m o r r o w  a t  
4 6 5 - 4 9 6 8  o r  4 6 5 - 4 9 5 4  t o  c o n f i r m .

Y o u r  p r e s e n t a t i o n  w i l l  b e  t h e  o n l y  a g e n d a  i t e m  i n  o r d e r  t o  a l l o w  
q u e s t i o n s  b y  t h e  m em bers  o f  t h e  c o m m i t t e e .

S i n c e r e l y ,

S h i r l e y  A rm s t r o n g ,  S t a f f  R ep  R o k e b e rg  & L&C C o m m it te e

STATE OF ALASKA
DEPARTMENT OF COMMERCE 
S ECONOMIC DEVELOPMENT

MARIANNE K. BURKE
DIRECTOR 

DIVISION OF INSURANCE

3601 C STREET. SUITE 13?.I 
ANCHORAGE, AK 99503-5946 
PHONE (907) 260-7900 
FAX (907)269-7912 
TDD (907) 465.5437

STATE OFFICE 0LDG , 9TH FL 
333 WILLOUGHBY AVENUE 

PO BOX 110305 
JUNEAU, ALASKA 09811-0805 

PHONE: (907) 465-2515 
FAX (907) 465-3422

o



A u t h o r :  S h i r l e y  A rm s t r o n g  a t  LAA_TRANS 
D a t e :  2 / 4 / 9 7  9 : 3 4  PM
P r i o r i t y :  N o rm a l 
R e c e i p t  R e q u e s t e d
TO : M a r i a n n e _ B u r k e @ c o m m e r c e . s t a t e .a k .u s  a t  CC2MHS1
S u b j e c t :  L a b o r  & C om m erce E x e c u t i v e  Sum m ary K a s s e n b a u m /K e n n e d y  B i l l  

2 / 5 / 9 7

M s. M a r r i a n n e  K . B u r k e ,  D i r e c t o r
D i v i s i o n  o f  I n s u r a n c e ,  D e p t ,  o f  Com m erce & E c o n o m ic  D e v e lo p m e n t

I  r e c e i v e d  y o u r  o u t l i n e  o f  t h e  i t e m s  y o u  w i l l  c o v e r  i n  y o u r  E x e c u t i v e  
Sum m ary o f  t h e  new  f e d e r a l  i n s u r a n c e  r e q u i r e m e n t s  f o r  h e a l t h  
i n s u r a n c e .

U n f o r t u n a t e l y ,  we w i l l  n o t  b e  a b l e  t o  h a v e  y o u r  sum m ary  o n  F r i d a y ,  
F e b r u a r y  7 ,  1 9 9 7 .  T he  m e e t in g  h a s  b e e n  c a n c e le d  d u e  t o  u n e x p e c t e d  
t r a v e l  b y  som e m em be rs  o f  t h e  c o m m it t e e .  R e p . R o k e b e rg  c o n s i d e r s  t h i s  
s u b j e c t  v e r y  im p o r t a n t  a n d  w o u ld  l i k e  t h e  f u l l  c o m m it t e e  a v a i l a b l e  f o r  
t h e  b r i e f i n g .

We w o u ld  l i k e  t o  s c h e d u le  y o u r  p r e s e n t a t i o n  f o r  W e d n e sd a y , F e b r u a r y  
1 2 ,  1 9 9 7 ,  i f  i t  f i t s  y o u r  s c h e d u le .  P l e a s e  g i v e  me a  c a l l  t o m o r r o w  a t  
4 6 5 - 4 9 6 8  o r  4 6 5 - 4 9 5 4  t o  c o n f i r m .

Y o u r  p r e s e n t a t i o n  w i l l  b e  t h e  o n l y  a g e n d a  i t e m  i n  o r d e r  t o  a l l o w  
q u e s t i o n s  b y  t h e  m em bers o f  t h e  c o m m it t e e .

S i n c e r e l y ,

S h i r l e y  A rm s t r o n g ,  S t a f f  R ep  R o k e b e rg  & L&C C o m m it te e

mailto:Marianne_Burke@commerce.state.ak.us


J a n u a r y  2 8 ,  1997  

S h i r l e y :

Re L&C s c h e d u l e .

HNR s a y s  i f  p o s s i b l e  t o  p u t  t h e  f o l l o w i n g  on f o r  t h e  7 F e b r u a r y  c om m i t t e e  m e e t i n g  ( s o u n d s  
l i k e  i t  m ig h t  t a k e  a l l  m e e t i n g ) .  The t i t l e  i s  m ine  b u t  t h e  s u b j e c t  m a t t e r  w i l l  b e :

OVERVIEW OF FEDERAL KASSEBAUM-KENNEDY INSURANCE LEGISLATION AND 
EFFECT ON ALASKA'S INSURANCE LAWS

M a r i a n n e  B u r k e ,  D i r e c t o r ,  D i v i s i o n  o f  I n s u r a n c e

B a s i c a l l y ,  t h e  f e d e r a l  l aw  g i v e s  a t i m e l i n e  f o r  c e r t a i n  t h i n g s  t o  be  d on e .  I f  t h e s e  
c e r t a i n  t h i n g s  a r e n ' t  d o n e ,  t h e n  t h e  f e d s  came come i n  and t a k e  o v e r .  Long t e rm  impac t  
on A l a s k a  c o u l d  be a l o s s  o f  $ 3 0  m i l l i o n  i n  g e n e r a l  f u nd  r e v e n u e .

I  t o l d  h e r :

a .  You w ou ld  c a l l  h e r  t o  c o n f i r m  d a t e .

b .  P a c k e t  o f  m a t e r i a l s  f o r  t h i s  o v e r v i e w  needed  t o  be i n  t o  you  3 DAYS b e f o r e  
t h e  t im e  t h e  c om m i t t e e  was t o  m ee t .

She s a i d  o k a y ,  j u s t  l e t  h e r  know i f  t h i s  d a t e  i s  o k a y .

HNR s a y s  o k a y  w i t h  h im  i f  o k a y  w i t h  y o u .

J a n e t



1 2 7 5  P e n n s y l v a n i a  A v e n u e ,  N W  
S u i t e  1 1 0 0  

W a s h in g t o n .  D C  2 0 0 0 4  
( 2 0 2 )  6 3 7 - 0 3 3 3  

f a x  ( 2 0 2 )  6 3 9 - 0 3 1 7

FEB 2 5 1997
P e n n s y l v a n i a  A v e

F e b ru a ry  2 0 , 1 9 9 7

R e p re s e n ta t iv e  N o rm a n  R o k e b e rg , C h a irm a n  
H o u s e  L a b o r  a n d  C o m m e rc e  C o m m it te e  
S ta te  C a p ito l 
Ju n e au , A K  9 9 8 0 1 - 1 1 8 2

D e a r  C h a irm a n  R o k e b e rg ,

I r e c e n t ly  h ad  a c o n v e rs a t io n  w ith  H o u s e  L a b o r  an d  C o m m e rc e  C o m m it te e  a id e  S h i r le y  
A rm s t ro n g , w h o  in fo rm e d  m e  tha t y o u  and  y o u r  c om m itte e  w i l l  be c o n s id e r in g  le g is la t io n  to  
im p le m e n t  th e  F e d e ra l H e a lth  In s u ra n c e  P o r t a b i li t y  a n d  A c c o u n ta b i li t y  A c t  o f  1 9 9 6  (H IP A A ) .

A m e r ic a n s  f o r  R e s p o n s ib le  R e fo rm  (A R R )  is  a  c o a li t io n  o f  n a t io n a l a s s o c ia t io n s  
re p re s e n t in g  o v e r  1 m i l l i o n  s e lf - e m p lo y e d  in d iv id u a ls  and  sm a ll b u s in e s se s  n a t io n w id e . A R R  
m em b e rs  a re  u n ite d  in  th e ir  su p p o rt f o r  fre e  m a rk e t a p p ro a c h e s  to  m a k in g  h e a lth  c a re  c o v e ra g e  
m o re  a f f o r d a b le  and  m o re  a c c e s s ib le , and  w e  p la y e d  an  a c t iv e  r o le  in  p ro v id in g  in p u t w h i le  
H IP A A  w a s  b e in g  c o n s id e re d  in  the  C o n g re s s .

I th o u g h t y o u  m a y  h a v e  an  in te re s t in  an  o v e rv ie w  o f  th e  la w  tha t w e  d ra fte d  to  a id e  sta te  
o f f i c i a ls .  I h a v e  a ls o  e n c lo s e d  o n e  o f  o u r  c o a li t io n  m e m b e r a s so c ia t io n 's  p u b lic a t io n  o n  h ig h  r is k  
p o o ls . W e  h a v e  a c t iv e ly  su p p o rte d  th e  use  o f  a  h ig h  r is k  p o o ls  in  m a n y  s ta te s  to  c o m p ly  w ith  the  
fe d e ra l la w . I a d d it io n , I  am  se n d in g  f in d in g s  w e  h a v e  m ad e  o n  the im p a c t o f  N e w  Je rse y 's  
s u b s ta n tia l in d iv id u a l m a rk e t  r e fo rm s . I h o p e  y o u  f in d  these  m a te r ia ls  u s e fu l a s  y o u  an d  y o u r  
c o lle a g u e s  fa c e  th e  c h a lle n g e  o f  im p le m e n t in g  H IP A A .

I f  I c a n  p ro v id e  y o u  w ith  a n y  a d d it io n a l s e rv ic e , p le a s e  d on 't h e s ita te  to  c a l l .

B e s t R e g a rd s ,

C h r is ty  H in e s  
D i r e c to r  o f  P u b lic  A f fa i r s

e n c lo s u re s



1 2 7 5  P e n n s y l v a n i a  A v e n u e ,  N W  
S u i t e  1 1 0 0  

W a s h in g t o n ,  D C  2 0 0 0 4  
( 2 0 2 )  6 3 7 - 0 3 3 3  

f a x  ( 2 0 2 )  6 3 9  0 3 1 7

KASSEBAUM/KENNEDY HEALTH INSURANCE PORTABILITY AND 
ACCOUNTABILITY ACT OF 1996 

SUM M ARY OF M AJOR PROVISIONS RELATING TO GROUP AND 
INDIVIDUAL INSURANCE ACCESSIBILITY AND PORTABILITY

J an u a ry  5 , 1 9 9 7

I. SUM M ARY

T h e  K a s s e b a u m /K e n n e d y  H e a lth  In su ra n c e  P o r ta b i li t y  and  A c c o u n ta b i li ty  A c t  o f  1 9 9 6  
( " H IP A A "  o r  " th e  A c t " ) 1 e s ta b lish e s  a n u m b e r o f  im p o rta n t re fo rm s  in  b o th  th e  in d iv id u a l and  
g ro u p  m a rk e ts  f o r  h e a lth  c a re  c o v e ra g e . H IP A A 's  m a jo r  g ro u p  and in d iv id u a l r e fo rm s  in c lu d e :

• Guaranteed enrollment fo r  individuals eligible fo r coverage under a group health plan. H IP A A  
p ro v id e s  th a t an  in d iv id u a l w h o  is e lig ib le  to  e n ro l l in  a g ro u p  p la n , in c lu d in g  an  e m p lo y e r  s e l f ­
fu n d e d  p la n , m a y  n o t be d e n ie d  c o v e ra g e  o n  the  b as is  o f  h e a lth  s ta tus . S u ch  in d iv id u a ls  a ls o  
m a y  n o t  b ,' c h a rg e d  a p re m iu m  h ig h e r than  the ra te  ch a rg ed  f o r  o th e r  s im i la r ly  s itu a ted  
in d iv id u a ls .

• Limitations on preexisting condition exclusion periods under group plans. G ro u p  p la n s  m a y  n o t 
im p o se  a p re e x is t in g  c o n d it io n  e x c lu s io n  p e r io d  o f  m o re  th an  12 m on th s  ( 1 8  m on th s  f o r  la te  
e n r o l le e s ) .  E x c lu s io n s  m a y  be im p o se d  o n ly  f o r  c o n d it io n s  f o r  w h ic h  m ed ic a l a d v ic e , d ia g n o s is , 
c a re  o r  tre a tm en t w a s  re c om m en d ed  o r  re c e iv e d  w ith in  6  m on th s  p r io r  to  the  d a te  o f  
e n ro l lm e n t . In  a d d it io n , a n y  e x c lu s io n  p e r io d  im p o se d  m u s t be  red u ced  b y  the le n g th  o f  a n y  
p r io r  p e r io d  o f  "c re d ita b le  c o v e ra g e "  u n u e r a g ro u p  o r  in d iv id u a l h e a lth  p la n .

• Guaranteed issue o f  small group policies. In su ra n c e  c a r r ie rs  o f fe r in g  h e a lth  p la n s  in  th e  sm a ll 
e m p lo y e r  m a rk e t  m a y  n o t d e c lin e  to  is su e  a p la n  to  a n y  s m a ll e m p lo y e r  ( 2  to  5 0  e m p lo y e e s ) 
that a p p lie s  f o r  c o v e ra g e .

• Guaranteed availability o f  individual health insurance fo r individuals with prior group 
coverage. H IP A A  en su re s  that c e rta in  " e lig ib le  in d iv id u a ls "  w ith  p r io r  g ro u p  c o v e ra g e  c a n n o t

'P u b . L . N o . 1 0 4 -1 9 1  (A u g u s t 2 1 .  1 9 9 6 ) . H .R . C o n f . R e p . N o . 1 0 4 - 7 3 6 ,  1 0 4 th  C o n g ., 2 d  
S e s s . ( 1 9 9 6 ) .



A
,  m i

be d e n ie d  c o v e ra g e  in  th e  in d iv id u a l m a rk e t an d  c a n n o t h a v e  c o v e ra g e  d e la y e d  d u e  to  a  
p re e x is t in g  c o n d it io n , H IP A A  d e f in e s  an  " e lig ib le  in d iv id u a l"  as an  in d iv id u a l w h o  has  a t le a s t 
18  m o n th s  o f  p r io r  "c re d ita b le  c o v e ra g e ,"  the  m o s t  re c e n t o f  w h ic h  w as  u n d e r a  g ro u p , 
g o v e rn m e n t o r  c h u rc h  h e a lth  p la n , w ith  n o  la p s e s  in  c o v e ra g e  o f  m o re  th a n  6 2  d a y s ; w h o  is  n o w  
in e lig ib le  f o r  c o v e ra g e  u n d e r a  g ro u p  p la n  o r  M e d ic a re  o r  M e d ic a id ; a n d  w h o  s a t is f ie s  c e rta in  
o th e r  c o n d it io n s . H IP A A 's  g u a ra n te e  o f  a c c e s s ib i li ty  in  the  in d iv id u a l m a rk e t  m a y  be  e n fo rc e d  
th ro u g h  a  fe d e ra l " f a l l - b a c k  m e c h a n ism "  u n d e r w h ic h  in su re rs  and  H M O s  d o in g  b u s in e s s  in  th e  
in d iv id u a l m a rk e t  m u s t g u a ra n te e  is su e  a t le a s t tw o  re p re s e n ta t iv e  p o lic ie s  to  e lig ib le  
in d iv id u a ls . S ta te s , h o w e v e r , m a y  c h o o s e  to  a d o p t an  "a lte rn a t iv e  m e c h a n ism ,"  in  w h ic h  case  
the fe d e ra l g u a ra n te e d  is su e  re q u irem e n ts  w i l l  n o t  ta k e  e f fe c t  in  th e  s ta te . A  sta te  "a lte rn a t iv e  
m e c h a n ism "  c o u ld  b e  a  p ro g ra m  su ch  as a  r is k  p o o l ,  a  re in su ra n c e  p la n  o r  a n y  o th e r  p ro g ra m  
( o r  c o m b in a t io n  o f  p r o g ra m s ) th a t e n su re s  a cce ss  to  c o v e ra g e  f o r  e l ig ib le  in d iv id u a ls  a n d  m ee ts  
c e rta in  re q u ire m e n ts  e s ta b lis h e d  b y  H IP A A .

• Guaranteed renewal o f  individual policies. H IP A A  p ro v id e s  tha t in s u re rs  a n d  H M O s  th a t o f f e r  
in d iv id u a l c o v e ra g e  g e n e ra l ly  m u s t re n ew  and  c o n t in u e  c o v e ra g e  in  fo r c e  a t the  o p t io n  o f  the 
in d iv id u a l. In  o th e r  w o rd s , an  in d iv id u a l w h o  h a s  h e a lth  c a re  c o v e ra g e  c a n n o t be  d ro p p e d  i f  h e  
o r  sh e  b e c o m e  i l l  o r  is  in ju re d  an d  re q u ire s  m e d ic a l c a re . I f  an  in s u re r  o r  H M O  d is c o n t in u e s  a 
c e rta in  p la n , th e  c o m p a n y  m u s t o f f e r  in d iv id u a ls  c o v e re d  u n d e r th a t p la n  th e  o p t io n  o f  
p u rc h a s in g  a n y  o th e r  c o v e ra g e  o f fe r e d  b y  the c om p a n y  to  in d iv id u a ls .

II. GROUP COVERAGE

H IP A A 's  g ro u p  c o v e ra g e  p ro v is io n s  a re  d e s ig n ed  to  e n su re  th a t in d iv id u a ls  w h o  a re  e lig ib le  
f o r  c o v e ra g e  u n d e r a  g ro u p  p la n , in c lu d in g  an  e m p lo y e r  s e lf - fu n d e d  p la n , c a n n o t be d en ie d  
c o v e ra g e  o r  h a v e  th e ir  c o v e ra g e  te rm in a te d  b ased  o n  h e a lth  s ta tu s . T h e  A c t p e rm its  e x c lu s io n s  
o f  u p  to  12  m o n th s  fo r  p re e x is t in g  c o n d it io n s , bu t o n ly  i f  th e  c o n d it io n  is  o n e  f o r  w h ic h  
m e d ic a l a d v ic e , d ia g n o s is , c a re , o r  tre a tm en t w a s  re c e iv e d  w ith in  6  m o n th s  p r io r  to  th e  t im e  o f  
e n ro l lm e n t . I f  an  e x c lu s io n  p e r io d  is im p o se d , it m u s t be  re d u c ed  b y  th e  le n g th  o f  a n y  p r io r  
p e r io d  o f  " c re d ita b le  c o v e ra g e ."  H IP A A  p ro v id e s  th a t an  in d iv id u a l c o v e re d  u n d e r a  g ro u p  
p la n  m a y  n o t , o n  th e  b as is  o f  h e a lth  s ta tu s , be  c h a rg ed  a  p re m iu m  o r  c o n t r ib u t io n  g re a te r  th an  
tha t c h a rg e d  to  a " s im i la r ly  s itu a te d " in d iv id u a l.

A. General Applicability of Group Coverage Provisions

1. General Rule-- H IP A A 's  g ro u p  p o r ta b i li t y  and  a c c e s s ib i li ty  re q u irem e n ts  g e n e ra l ly  
a p p ly  to  e m p lo y e e  g ro u p  p la n s  that p ro v id e  c o v e ra g e  f o r  m e d ic a l c a re .

2. "Excepted Benefits"-- c e rta in  "e x c e p te d  b e n e fits "  th a t a re  s e c o n d a ry  o r  in c id e n ta l to  
n o n -m e d ic a l c o v e ra g e  a re  n o t su b je c t to  th e  A c t's  g ro u p  c o v e ra g e  p ro v is io n s . T h e s e  
in c lu d e :
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o  c o v e ra g e  o n ly  f o r  a c c id en t , o r  d is a b i li t y  in c om e  in su ra n c e  o r  b o th ; 
o  c o v e ra g e  is su ed  as a  s u p p lem e n t to  l i a b i l i t y  in su ra n c e ;
o  l ia b i l i t y  in su ra n c e , in c lu d in g  g e n e ra l l i a b i l i t y  in su ra n c e  a n d  a u to m o b i le

l i a b i l i t y  in su ra n c e ; 
o  w o rk e rs  c om p e n sa t io n  o r  s im i la r  in su ra n c e ;
o  c re d it - o n ly  in su ra n c e ;
o  c o v e ra g e  f o r  o n -s ite  m e d ic a l c lin ic s ;
o  o th e r  s im i la r  in su ra n c e  c o v e ra g e , as s p e c if ie d  b y  r e g u la t io n , u n d e r w h ic h

b en e fits  f o r  m e d ic a l c a re  a re  s e c o n d a ry  an d  in c id e n ta l to  o th e r  in su ra n c e  
b en e fits .

3. Additional Exempted Benefits— su b je c t to  c e rta in  c o n d it io n s , c e rta in  o th e r  ty p e s  o f  
b e n e fit s , in c lu d in g  b e n e fits  f o r  lo n g - te rm  ca re , M e d ic a re  s u p p le m e n ta l in su ra n c e  an d  
h o s p ita l in d e m n ity  in su ra n c e , a re  n o t s u b je c t  to  th e  A c t's  g ro u p  c o v e ra g e  p ro v is io n s .

B. General Rule Regarding Guaranteed Availability of Group Coverage- g ro u p  p la n s  
m a y  n o t  e s ta b lis h  ru le s  f o r  e l ig ib i l i t y  ( in c lu d in g  c o n t in u e d  e l ig ib i l i t y )  f o r  a n y  in d iv id u a ls  
o r  th e ir  d ep en d en ts  b ased  o n  h e a lth  s ta tu s , m ed ic a l c o n d it io n  (p h y s ic a l o r  m e n ta l) , c la im s  
e x p e r ie n c e , re c e ip t o f  h e a lth  c a re , e v id e n c e  o f  in s u ra b i li ty  o r  d is a b i li ty .

C. Allowable Preexisting Condition Exclusions

1. Six-month look-back/12-month exclusion (18 months for late enrollees)-
p re e x is t in g  c o n d it io n  e x c lu s io n s  a re  a l lo w a b le  o n ly  i f  th e  e x c lu s io n  re la te s  to  a 
c o n d it io n  (p h y s ic a l o r  m e n ta l)  f o r  w h ic h  m ed ic a l a d v ic e , d ia g n o s is , tre a tm en t o r  c a re  
w a s  re c e iv e d  w ith in  a  6 -m o n th  p e r io d  p re c e d in g  the  da te  o f  e n ro l lm e n t . A n y  e x c lu s io n  
im p o s e d  m a y  n o t e x te n d  f o r  m o re  th an  12 m on th s  ( 1 8  m on th s  f o r  la te  e n r o l le e s )  a f t e r  
th e  e n ro l lm e n t  da te .

2. No exclusions allowed for pregnancy or for newborns or adopted children 
covered promptly- n o  e x c lu s io n s  a re  a l lo w e d  f o r  p re g n a n c y  o r  f o r  n e w b o rn s  o r  
a d o p te d  c h i ld re n  w h o  a re  c o v e re d  b y  "c re d ita b le  c o v e ra g e "  (s e e  b e lo w )  w ith in  3 0  d a y s  
a f te r  b ir th  o r  p la c em en t f o r  a d o p t io n .

3. Credit for prior coverage- a n y  p re e x is t in g  c o n d it io n  e x c lu s io n  im p o se d  m u s t  be  
re d u c e d  b y  the  le n g th  o f  the  ag g reg a te  p e r io d  o f  p r io r  "c re d ita b le  c o v e ra g e ."  P r i o r  
c o v e ra g e  m u s t be c red ite d  s o  lo n g  as th e re  h a v e  b een  n o  la p se s  in  c o v e ra g e  lo n g e r  th an  
6 2  d a y s . W a it in g  p e r io d s  an d  a f f i l i a t io n  p e r io d s  a re  n o t c o n s id e re d  to  be  la p se s .

a. Creditable coverage includes:
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o  a n y  g ro u p  c o v e ra g e ; 
o  a n y  in d iv id u a l c o v e ra g e ; 
o  M e d ic a re ; 
o  M e d ic a id ; 
o  C H A M P U S ;
o  In d ia n  h e a lth  s e rv ic e  o r  t r ib a l o rg a n iz a t io n  c o v e ra g e ; sta te  h ig h  r is k  p o o l ;  

F E H B P ; P e a c e  C o rp s  h e a lth  c o v e ra g e ; o r  a n y  "p u b lic  h e a lth  p la n ."

b. Carriers have two options for crediting prior coverage toward preexisting 
condition exclusions:

i. C a r r ie r s  m a y  c re d it  p r io r  c o v e ra g e  w ith o u t re g a rd  to  s p e c if ic  b e n e fits  c o v e re d  
d u r in g  th e  p r i o r  p e r io d ; o r

ii. C a r r ie r s  m a y  c h o o s e  an  "a lte rn a te  m e th o d "  u n d e r w h ic h  p r io r  c o v e ra g e  is 
c re d ite d  b a sed  o n  c o v e ra g e  o f  b e n e fits  w ith in  each  o f  s e v e ra l c a te g o r ie s  o f  
b e n e fits . C a te g o r ie s , w h ic h  a re  in te n d ed  to  re f le c t  " s ig n i f ic a n t"  d i f fe re n c e s  in 
ty p e s  o f  b e n e fits , a re  to  be s p e c if ie d  b y  re g u la t io n . A  c a r r ie r  th a t c h o o s e s  th e  
a lte rn a te  m e th o d  m u s t c o u n t a  p e r io d  o f  c re d ita b le  c o v e ra g e  w ith  re sp e c t to  
a n y  c a te g o ry  o f  b e n e fits  i f  a n y  le v e l o f  b e n e fits  w e re  p ro v id e d  w ith in  tha t 
c a te g o ry  u n d e r the  p r i o r  c o v e ra g e .

4. State Law Preemption- in  g e n e ra l, s ta te  la w  re q u irem en ts  th a t d i f f e r  f r o m  H IP A A 's  
g ro u p  c o v e ra g e  p ro v is io n s  a re  n o t p re em p te d , e x c ep t to  the e x te n t th a t a  sta te  
r e q u ire m e n t w o u ld  p re v e n t th e  a p p lic a t io n  o f  a  re q u irem en t e s ta b lis h e d  b y  th e  A c t. 
W ith  re sp e c t to  s ta n d a rd s  f o r  th e  a p p lic a t io n  o f  p re e x is t in g  c o n d it io n  e x c lu s io n s , s ta te  
la w  is  p re em p te d , e x c e p t to  th e  e x te n t tha t a  sta te  re q u irem en t—

a . l im it s  the  p re e x is t in g  c o n d it io n  " lo o k -b a c k "  p e r io d  to  le ss  th an  6  m o n th s ;

b. a l lo w s  la p s e s  in  c o v e ra g e  o f  m o re  th an  6 2  d a y s ;

c . a l lo w s  m o re  th an  3 0  d a y s  f o r  n e w b o rn s  and  ad op ted  c h i ld re n  to  b e c om e  c o v e re d ; 
o r

d . p ro h ib it s  p re e x is t in g  c o n d it io n  e x c lu s io n s  e n t ire ly .

D. Allowable Variations in Premium Rates

1. Similarly Situated Individuals— an  in d iv id u a l c o v e re d  u n d e r a  g ro u p  p la n  m a y  n o t be  
c h a rg e d  a  p re m iu m  o r  c o n t r ib u t io n  g re a te r th a n  that ch a rg ed  to  a  " s im i la r ly  s itu a te d " 
in d iv id u a l o n  the b a s is  o f  a n y  fa c to r  re la te d  to  h e a lth  sta tus . P re m iu m  ra te s  a re  p e rm itte d
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to  v a r y  f o r  d i f fe r e n t  g ro u p s  o f  s im i la r ly  s itu a ted  e m p lo y e e s  — f o r  e x a m p le , fu l l - t im e  v s . 
p a r t - t im e  e m p lo y e e s  o r  e m p lo y e e s  lo c a te d  in  d i f fe r e n t  g e o g ra p h ic a l a re a s .

2 . Employers- th e  A c t  p la c e s  n o  re s t r ic t io n  o n  th e  a m o u n t a n  e m p lo y e r  m a y  b e  c h a rg e d  f o r  
g ro u p  c o v e ra g e .

E. Guaranteed Issue of Small Group Plans

1. General Rule— c a r r ie rs  o f fe r in g  c o v e ra g e  in  th e  sm a ll g ro u p  m a rk e t  m u s t a c c ep t e v e ry  
" s m a l l e m p lo y e r "  th a t a p p lie s  f o r  c o v e ra g e . A  " s m a ll e m p lo y e r "  is  d e f in e d  as an  
e m p lo y e r  w h o  e m p lo y e d  an  a v e ra g e  o f  a t le a s t 2  bu t n o  m o re  th an  5 0  e m p lo y e e s  o n  
b u s in e s s  d a y s  d u r in g  th e  p re c e d in g  c a le n d a r  y e a r  a n d  w h o  e m p lo y s  a t le a s t 2  e m p lo y e e s  
o n  th e  f i r s t  d a y  o f  th e  p la n  y e a r . T h e re  is  n o  s im i la r  ru le  f o r  c a r r ie rs  o f fe r in g  c o v e ra g e  
in  th e  la rg e  g ro u p  m a rk e t .

2 .  Bona Fide Association Exemption- p la n s  o f fe r e d  s o le ly  th ro u g h  o n e  o r  m o re  "b o n a  
f id e  a s s o c ia t io n s "  a re  n o t s u b je c t to  the sm a ll g ro u p  g u a ra n te e d  is su e  re q u ire m e n t . A  
"b o n a  f id e  a s s o c ia t io n "  is  d e f in e d  as a n  a s s o c ia t io n  t h a t -

a. h a s  b een  a c t iv e ly  in  e x is te n c e  f o r  a t le a s t 5  y e a rs ;

b. h a s  b een  fo rm e d  an d  m a in ta in e d  in g o o d  fa ith  f o r  p u rp o s e s  o th e r  th an  o b ta in in g  
in s u ra n c e ;

c . d o e s  n o t  c o n d it io n  m e m b e rs h ip  in  th e  a s s o c ia t io n  o n  h e a lth  s ta tu s ;

d. m a k e s  h e a lth  in su ra n c e  c o v e ra g e  o f fe r e d  th ro u g h  th e  a s s o c ia t io n  a v a i la b le  to  a l l  
m em b e rs  re g a rd le s s  o f  th e  m em b e r's  h e a lth  s ta tu s ;

e . d o e s  n o t m a k e  h e a lth  in su ra n c e  c o v e ra g e  o f fe r e d  th ro u g h  the  a s s o c ia t io n  a v a i la b le  
o th e r  th an  in  c o n n e c t io n  w ith  a  m e m b e r o f  th e  a s s o c ia t io n ; and

f. m ee ts  su ch  a d d it io n a l re q u irem e n ts  as m a y  be im p o se d  u n d e r s ta te  law .

F. Guaranteed Renewability of Group Plans

1. Guaranteed Renewal— c a r r ie rs  m u s t re n e w  la rg e  and  sm a ll g ro u p  p la n s , e x c e p t in  
c a se s  o f  n o n -p a y m e n t , f r a u d , e tc .

2 . Cancellation of Forms— a  c a r r ie r  m a y  c a n c e l a  fo rm  w ith  9 0 -d a y  n o t ic e  an d  an  o f f e r  to  
p ro v id e  re p la c em en t c o v e ra g e .
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3. Exit From Market- a  c a r r ie r  m a y  c an ce l a l l  fo rm s  in  a  sta te  w ith  18 0 -d a y  n o t ic e  bu t 
m u s t s ta y  o u t  o f  th e  s ta te  g ro u p  m a rk e t f o r  f iv e  y e a rs .

G. Disclosure of Information by Small Group Carriers to Small Employers

1. Required Disclosures- a t the  s m a ll e m p lo y e r 's  re q u e s t , a  c a r r ie r  m u s t d is c lo s e :

o  th e  r ig h t o f  th e  c a r r ie r  to  ch an ge  p rem iu m  ra te s  an d  fa c to rs  th a t c o u ld  a f fe c t  
c h an g e s  in  ra te s ; 

o  th e  p ro v is io n s  o f  c o v e ra g e  re la t in g  to  re n e w a b ili ty ; 
o  a n y  p re e x is t in g  c o n d it io n  p ro v is io n s ;
o  b e n e fits  a n d  p re m iu m s  u n d e r a l l  fo rm s  o f  c o v e ra g e  f o r  w h ic h  th e  s m a l l e m p lo y e r  is  

q u a li f ie d .

2. Solicitation and Sales Materials- s o lic i ta t io n  and  s a le s  m a te r ia ls  m u s t d is c lo s e  the 
a v a i la b i l i t y  o f  the in fo rm a t io n  sp e c ifie d  in  s e c t io n  G . I . ,  a b o v e .

3. Form of Information- th e  re q u ire d  in fo rm a t io n  m u s t be p ro v id e d  in  a  m a n n e r  
re a s o n a b ly  u n d e rs ta n d a b le  to  s m a ll e m p lo y e rs  and  m u s t be  s u f f ic ie n t  to  in fo rm  s m a ll 
e m p lo y e r s  o f  th e ir  r ig h ts  a n d  o b lig a t io n s  u n d e r the  c o n tra c t o r  p o l ic y  f o r  h e a lth  c a re  
c o v e ra g e .

H. Effective Date of Group Provisions- the A ct's g ro u p  c o v e ra g e  p ro v is io n s  g e n e ra l ly  a re  
e f fe c t iv e  f o r  g ro u p  h e a lth  p la n s  and  h e a lth  in su ran ce  o f fe r e d  in  c o n n e c t io n  w ith  g ro u p  
h e a lth  p la n s  f o r  p la n  y e a rs  b e g in n in g  a fte r  Jun e  3 0 , 1 9 9 7 .

III. INDIVIDUAL COVERAGE

H IP A A 's  in d iv id u a l h e a lth  c o v e ra g e  re q u irem en ts  en su re  tha t in d iv id u a ls  w h o  lo s e  g ro u p  
c o v e ra g e  can  o b ta in  c o v e ra g e  u n d e r an  in d iv id u a l h e a lth  in su ran c e  p la n  o r  H M O  c o n tra c t .
T h e  A c t  c o n ta in s  a  fe d e ra l " f a l l - b a c k "  m e c h a n ism  f o r  e n su r in g  in d iv id u a l h e a lth  in su ra n c e  
a v a i la b i l i t y , w h ic h  re q u ire s  in su re rs  and  I IM O s  d o in g  b u s in e ss  in  th e  in d iv id u a l m a rk e t  in  a 
sta te  to  g u a ra n te e d  is su e  a t le a s t tw o  re p re s e n ta t iv e  p la n s  lo  in d iv id u a ls  w h o  q u a li f y  as 
" e l ig ib le  in d iv id u a ls "  — i .e . , in d iv id u a ls  w h o  h a v e  at le a s t 18  m on th s  p r io r  c re d ita b le  
c o v e ra g e , th e  m o s t re c e n t o f  w h ic h  w as  g ro u p  c o v e ra g e  ( in c lu d in g  a  g o v e rn m e n t  p la n  o r  a 
c h u rc h  p la n ) ,  an d  w h o  s a t is fy  c e rta in  o th e r  c o n d it io n s . S ta te s , h o w e v e r , m a y  a d o p t an  
" a c c e p ta b le  a lte rn a t iv e  m e c h a n ism ,"  w h ic h  w o u ld  su p e rsed e  the fe d e ra l f a l l - b a c k . H IP A A  
e s ta b lis h e s  c e rta in  c r ite r ia  tha t s ta te  a lte rn a t iv e  m ech an ism s  m u s t s a t is fy  to  be  d e em ed  
"a c c e p ta b le "  b y  th e  S e c re ta ry  o f  H e a lth  and H u m an  S e rv ic e s  (H H S ) .  H IP A A  a ls o  p ro v id e s  
f o r  g u a ra n te e d  re n ew a l o f  c o v e ra g e  f o r  in d iv id u a ls  w h o  h a v e  it.
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A. General Applicability of Individual Coverage Provisions- th e  A c t's  in d iv id u a l m a rk e t  
re q u ire m e n ts  a p p ly  o n ly  to  c a r r ie rs  w h o  o f f e r  c o v e ra g e  in  th e  in d iv id u a l m a rk e t .

B. Single-Life Groups— C a r r ie r s  o f fe r in g  s in g le - l i fe  g ro u p  p la n s  a re  n o t  c o n s id e re d  to  b e  
d o in g  b u s in e s s  in  the  in d iv id u a l m a rk e t i f  the  sta te  re g u la te s  s u c h  p la n s  as s m a ll g ro u p  
c o v e ra g e .

C. The Federal "Fall-Back" Option for Ensuring Individual Health Coverage 
Accessibility— u n le s s  a  s ta te  h a s  im p lem e n te d  an  "a c c e p ta b le  a lte rn a t iv e  m e c h a n ism "  f o r  
g u a ra n te e in g  a c c e s s ib i li ty  o f  c o v e ra g e  to  in d iv id u a ls  w h o  lo s e  g ro u p  c o v e ra g e  ( o r  in ten d s  
to  im p le m e n t  su ch  a  m e c h a n ism  and  has c o m p lie d  w ith  c e rta in  re q u ire m e n ts  f o r  d o in g  
s o ) ,  c a r r ie r s  o p e ra t in g  in  the  s ta te  m u s t c o m p ly  w ith  the  fe d e ra l " f a l l - b a c k "  m e c h a n ism .

1. General Rule Under the Federal Fall-Back- a  c a r r ie r  o f fe r in g  c o v e ra g e  in  the  
in d iv id u a l m a rk e t  m a y  n o t  d e c lin e  c o v e ra g e  to  an  " e lig ib le  in d iv id u a l"  a n d  m a y  n o t  
im p o s e  a n y  p re e x is t in g  c o n d it io n  e x c lu s io n  w ith  re sp e c t to  su ch  c o v e ra g e  (s e e  b e lo w  
f o r  ty p e  o f  c o v e ra g e  th a t m u s t be  o f fe r e d ) .

2. Definition of an "Eligible Individual"— an  " e lig ib le  in d iv id u a l"  is  a n  in d iv id u a l 
w h o —

a. h a s  an  a g g re g a te  18  m o n th s  o r  m o re  o f  p re v io u s  "c re d ita b le  c o v e ra g e ,"  the  m o s t 
re c e n t o f  w h ic h  w a s  a  g ro u p  h e a lth  p la n , g o v e rn m e n t  p la n  o r  c h u rc h  p la n , w ith  n o  
la p s e s  in  c o v e ra g e  lo n g e r  th an  6 2  d a y s  (s e e  s e c t io n  I I .C .3  a b o v e  f o r  an  
e x p la n a t io n  " c re d ita b le  c o v e ra g e " ) ;

b . is  n o t e lig ib le  f o r  c o v e ra g e  u n d e r a  g ro u p  h e a lth  p la n , M e d ic a re  o r  M e d ic a id  and  
d o e s  n o t h a v e  a n y  o th e r  h e a lth  in su ran ce  c o v e ra g e ;

c . i f  e l ig ib le  f o r  C O B R A  o r  a  " s im i la r  S ta te  p ro g ra m ,"  e x e rc is e d  th a t o p t io n  and  
e x h a u s te d  th e  a v a i la b le  c o v e ra g e ;

d . w a s  n o t te rm in a te d  f r o m  the  m o s t re cen t p r io r  c o v e ra g e  d u e  to  n o n p a y m e n t o r  
fra u d .

3. Under the Federal "Fall-back" Mechanism, Carriers have two options 
regarding the type of coverage that must be offered to eligible individuals:

a. Two Most Popular Plans— c a r r ie rs  m ay  o f f e r  e l ig ib le  in d iv id u a ls  a  c h o ic e  o f  
th e i r  tw o  m o s t  p o p u la r  p la n s  ( th o s e  w ith  h ig h e s t p re m iu m  v o lu m e ) ;  o r

b. Two Representative Plans— c a r r ie rs  m a y  o f f e r  a c h o ic e  o f  tw o  p o l ic y  fo rm s  w ith
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i. Lower cost plan — a c tu a r ia l v a lu e  o f  b e n e fits  u n d e r th is  p la n  m u s t b e  8 5 %  - 
1 0 0 %  o f  the  w e ig h te d  a v e ra g e  v a lu e  o f  b e n e fits  u n d e r a l l  in d iv id u a l in su ra n c e  
c o v e ra g e  is su ed  b y  th e  c a r r ie r  in  the  s ta te  o r  the w e ig h te d  a v e ra g e  v a lu e  o f  
b e n e fits  p ro v id e d  b y  a l l  c a r r ie rs  in  in d iv id u a l m a rk e t  in  th e  s ta te  (w h ic h  
w e ig h te d  a v e ra g e  to  u se  is  th e  c a rr ie r 's  o p t io n ) .

ii. Higher cost plan — a c tu a r ia l v a lu e  o f  b e n e fits  m u s t be 1 5 %  h ig h e r  th an  th e  
v a lu e  o f  th e  lo w e r  c o s t p la n  and  1 0 0 %  - 1 2 0 %  o f  th e  w e ig h te d  a v e ra g e  o f  
b e n e fits  as a b o v e .

4. Effective Date- u n le s s  a  sta te  m a k e s  c e rta in  re q u ire d  p re p a ra t io n s  to  im p le m e n t  an  
a c c e p ta b le  a lte rn a t iv e  m e c h a n ism  in  a c c o rd a n c e  w ith  a  s p e c if ie d  t im e ta b le  (s e c  
b e lo w ) , the  fe d e ra l f a l l - b a c k  m e ch an ism  b e c om es  e f fe c t iv e  J u ly  1, 1 9 9 7 .

D. Alternative State Mechanisms

1. To be an acceptable alternative to the federal fall-back mechanism, a state 
mechanism must satisfy the following general rcquirements-

a . a l l  " e l ig ib le  in d iv id u a ls "  m u st be  p ro v id e d  "a  c h o ic e  o f  h e a lth  in su ra n c e  c o v e ra g e "  
(th e  te rm  " e lig ib le  in d iv id u a l"  has the  s am e  m e a n in g  as u n d e r the  fe d e ra l fa l l - b a c k  
m e c h a n ism );

b. c o v e ra g e  m a y  n o t  im p o se  a n y  p re e x is t in g  c o n d it io n  e x c lu s io n s ;

e . th e  c h o ic e  o f  c o v e ra g e  m u st in c lu d e  at le a s t o n e  p o lic y  fo rm  tha t is  c o m p a ra b le  to  
c o m p re h e n s iv e  c o v e ra g e  o f fe r e d  in  th e  in d iv id u a l m a rk e t in  the  S ta te  o r  w h ic h  is 
c o m p a ra b le  to  a "s ta n d a rd  o p t io n  o f  c o v e ra g e  a v a i la b le  u n d e r th e  g ro u p  o r  in d iv id u a l 
h e a lth  in su ra n c e  l a w s . . . "  o f  the  S ta te ; and

d . th e  m e c h a n ism  ad op ted  m u s t be o n e  tha t e ith e r—

i. "p ro v id e s  f o r  r is k  a d ju s tm en t , r is k  s p re a d in g , o r  a r is k  s p re a d in g  
m e c h a n is m .. .  o r  o th e rw is e  p ro v id e s  f o r  s o m e  fin a n c ia l s u b s id iz a t io n  f o r  
e lig ib le  in d iv id u a ls . . o r

i i . " p ro v id e s  e ach  e lig ib le  in d iv id u a l a  c h o ic e  o f  a l l  in d iv id u a l h e a lth  in su ra n c e  
c o v e ra g e  o th e rw is e  a v a i la b le ."

2. Examples of Mechanisms That May be Acceptable- so  lo n g  as th e  Act's g e n e ra l

representative coverage as follow s:
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re q u ire m e n ts  a re  s a t is f ie d , s ta tes m a y  a d o p t a n y  "p r iv a te  o r  p u b lic  in d iv id u a l h e a lth  
in s u ra n c e  m e c h a n ism "  as an  a lte rn a t iv e  to  the  fe d e ra l fa l l - b a c k . H IP A A  p ro v id e s  
e x a m p le s  o f  a  n u m b e r o f  a lte rn a t iv e  m e c h a n ism s  that m a y  be d e em ed  a c c e p ta b le . T h e s e  
in c lu d e :

a . a  " h e a lth  in su ra n c e  c o v e ra g e  p o o l o r  p ro g ra m s " ;

b. "m a n d a to ry  g ro u p  c o n v e rs io n  p o lic ie s " ;

c . "g u a ra n te e d  is su e  o f  o n e  o r  m o re  in d iv id u a l p la n s " ;2

d . " o p e n  e n ro llm e n t  b y  o n e  o r  m o re  h e a lth  in su ran c e  is s u e rs " ; o r

e . " a n y  c o m b in a t io n  o f  th ese  m e c h a n ism s ."

3 . Other Mechanisms That May Be D e e m e d  Acceptable-- the  f o l lo w in g  a lte rn a t iv e  
m e c h a n ism s  w i l l  be d e em ed  a c c ep ta b le  u n d e r H IP A A  so  lo n g  a s  H H S  f in d s  th a t th e y  
s a t is fy  th e  re q u irem en ts  d is c u s se d  a b o v e  f o r  a c c e p ta b le  a lte rn a t iv e  m e c h a n ism s  an d  a re  
im p le m e n te d  in  a  m a n n e r c o n s is te n t w ith  the  A c t's  in ten t:

a . th e  N A IC  " S m a l l E m p lo y e r  and  In d iv id u a l H e a lth  In su ra n c e  A v a i la b i l i t y  M o d e l A c t"  
(a d o p te d  b y  N A IC  Ju n e  3 , 1 9 9 6 ) ,  in s o fa r  as it a p p lie s  to  in d iv id u a l h e a lth  in su ra n c e ;

b. th e  N A IC  " In d iv id u a l H e a lth  In su ra n c e  P o r t a b i l i t y  M o d e l A c t"  (a d o p te d  b y  N A IC  on  
Ju n e  3 , 1 9 9 6 ) ;  o r

c . a  " q u a li f ie d  h ig h  r is k  p o o l . "  w h ic h  is d e fin e d  as a  h ig h  r is k  p o o l th a t—

i. p ro v id e s  a l l  e l ig ib le  in d iv id u a ls  h e a lth  in su ran ce  c o v e ra g e  ( o r  c o m p a ra b le  
c o v e ra g e ) tha t d o e s  n o t im p o se  a n y  p re e x is t in g  c o n d it io n  e x c lu s io n s ; and

ii. p ro v id e s  f o r  p rem iu m  ra te s  and  c o v e re d  b e n e fits  "c o n s is te n t w ith "  the 
s ta n d a rd s  c o n ta in e d  in the N A IC  "M o d e l H e a lth  P la n  f o r  U n in s u ra b le  
In d iv id u a ls  A c t"  (v e r s io n  in  e f fe c t  o n  A u g u s t 2 1 .  1 9 9 6 ) .

Note: the N A IC  m o d e l ac ts  w i l l  need  to  be  m o d if ie d  in  s o m e  a re a s  ( f o r  e x a m p le , p re e x is t in g  
c o n d it io n  e x c lu s io n s  a p p lic a b le  to  e lig ib le  in d iv id u a ls )  to  c o m p ly  w ith  H IP A A 's  re q u irem en ts .

2A lth o u g h  th is  s e c t io n  o f  H IP A A  sta tes  tha t g u a ra n te e d  issu e  o f  " o n e  o r  m o re  in d iv id u a l 
p l a n s . . . "  (e m p h a s is  a d d e d ) w o u ld  be a c c e p ta b le , a s ta te  p re s u m a b ly  w o u ld  n eed  to  re q u ire  
g u a ra n te e d  is su e  o f  at le a s t tw o  p la n s  s o  a s  to  s a t is fy  H IP A A 's  b ro a d e r re q u irem e n t tha t e lig ib le  
in d iv id u a ls  be  p ro v id e d  w ith  "a  c h o ic e  o f  h e a lth  in su ra n c e  c o v e ra g e ."
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4. Timetable for Implementing State Alternatives— in  s ta tes th a t d e c id e  n o t  to  a d o p t an  
a lt e rn a t iv e  m e c h a n ism  o r  fa i l  to  c o m p ly  w ith  the  re q u ire d  t im e ta b le s  f o r  im p le m e n t in g  an  
a lte rn a t iv e , H IP A A 's  f a l l - b a c k  m e c h a n ism  f o r  in d iv id u a l c o v e ra g e  w i l l  ta k e  e f fe c t  o n  J u ly  
1, 1 9 9 7 . H o w e v e r , in  s ta te s  th a t c o m p ly  w ith  the f o l lo w in g  t im e ta b le s , the  fa l l - b a c k  
m e c h a n ism  w i l l  n o t  ta k e  e f fe c t :

a. Timetable for Most States- b y  n o  la te r  than  A p r i l  1 , 1 9 9 7 , the  s ta te  m u s t n o t i fy  the 
S e c re ta ry  o f  H H S  tha t it h a s  en ac ted  ( o r  in te n d s  to  enac t n o  la te r  th a n  J a n u a ry  1,
1 9 9 8 )  le g is la t io n  im p le m e n t in g  an  a lte rn a t iv e  m e c h a n ism  an d  m u s t p r o v id e  H H S  
w ith  in fo rm a t io n  n e e d ed  to  re v ie w  th e  m e c h a n ism  and  its  im p le m e n ta t io n , as 
re q u ire d  b y  H H S . T h e  m e c h a n ism  m u s t be in  e f fe c t  n o  la te r  th an  J a n u a ry  1, 1 9 9 8 .

b. Delay Permitted for Certain States— s ta te s  w ith  le g is la tu re s  th a t d o  n o t m ee t 
b e tw e e n  A u g u s t 2 1 ,  1 9 9 6  and  A u g u s t 2 1 ,  1 9 9 7  h a v e  m o re  t im e  to  en ac t th e  
n e c e s sa ry  le g is la t io n , bu t th e  A c t is  u n c le a r  o n  e x a c t ly  h o w  m u ch  m o re  t im e . A  
re a s o n a b le  re a d in g  o f  th e  A c t , as  it is n o w  w rit te n , w o u ld  g iv e  su c h  a  s ta te  u n t i l 
A p r i l  1, 1 9 9 8  to  n o t i fy  H H S  tha t it  h a s  en a c ted  ( o r  in ten d s  to  en a c t n o  la t e r  th an  
J u ly  1, 1 9 9 8 )  le g is la t io n  im p le m e n t in g  an  a lte rn a t iv e  m e c h a n ism  and  p ro v id e  H H S  
w ith  in fo rm a t io n  a b o u t th e  m e ch a n ism . T h e  m e ch a n ism  w o u ld  n eed  to  be  in  e f fe c t  
n o  la te r  th a n  J u ly  1, 1 9 9 8 .

E. Guaranteed Renewal of Individual Coverage.
1. General Rule- c a r r ie rs  tha t o f f e r  in d iv id u a l c o v e ra g e  m u s t re n e w  and  c o n t in u e  

c o v e ra g e  in  fo rc e , a t the  o p t io n  o f  th e  in d iv id u a l.

2. Exceptions— a c a r r ie r  m a y  d is c o n t in u e  c o v e ra g e  f o r  a n y  o f  th e  f o l lo w in g  re a s o n s  (b u t  
in  n o  c a se  m a y  c o v e ra g e  be  te rm in a te d  b ased  o n  h e a lth -s ta tu s  re la te d  fa c to r s  o f  e n ro l le d  
in d iv id u a ls  o r  p e rs o n s  w h o  m a y  b e c om e  e lig ib le  f o r  c o v e ra g e ) :

a. Nonpayment of Premiums or Fraud.
b. Termination of Plan or Discontinuation of All Coverage- i f  a  c a r r ie r  d is c o n t in u e s  

a  c e rta in  p la n , it m u s t o f f e r  in d iv id u a ls  c o v e re d  u n d e r th a t p la n  th e  o p t io n  o f  
p u rc h a s in g  a n y  o th e r  in d iv id u a l c o v e ra g e  o f fe r e d  b y  the  c a r r ie r . A  c a r r ie r  m a y  
d is c o n t in u e  a l l  c o v e ra g e  in  the  in d iv id u a l m a rk e t in  a s ta te , b u t m u s t c o m p ly  w ith  
c e r ta in  n o t ic e  re q u ire m e n ts  an d  m a y  n o t re e n te r th e  m a rk e t f o r  5 y e a rs .

c. Uniform Modification of Coverage- a c a r r ie r  m a y  m o d i fy  an  in d iv id u a l p la n  s o  
lo n g  as th e  m o d i f ic a t io n  is  e f fe c t iv e  o n  a  u n i fo rm  b a s is  a m o n g  a l l  in d iv id u a ls  
c o v e re d  b y  that p la n .

d. Movement Outside Service Area- in  the  case  o f  a  c a r r ie r  th a t o f f e r s  c o v e ra g e
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th ro u g h  a  n e tw o rk  p la n , c o v e ra g e  m a y  be d is c o n t in u e d  i f  th e  in d iv id u a l m o v e s  
o u ts id e  th e  s e rv ic e  a rea .

c. Association Membership Ceases—i f  the  case  o f  c o v e ra g e  o f fe r e d  th ro u g h  an
a s s o c ia t io n , c o v e ra g e  m a y  be d is c o n tin u ed  i f  th e  in d iv id u a l c ea se s  to  be  a  m e m b e r  o f  
th e  a s s o c ia t io n .
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f  .

1 2 7 5  P e n n s y l v a n i a  A v e n u e ,  N W  
S u i t e  1 1 0 0  

W a s h in g t o n ,  D C  2 0 0 0 4  
( 2 0 2 )  6 3 7 - 0 3 3 3  

f a x  ( 2 0 2 )  6 3 9  0 3 1 7

CAUSE FOR ALARM : EXCESSIVE COST AND DECLINING 
ENROLLMENT IN NEW JERSEY'S INDIVIDUAL 

HEALTH INSURANCE M ARKET 
UNDERSCORE THE NEED FOR REFORM 1

F e b ru a ry  7 , 1 9 9 7

SUMMARY OF FINDINGS

A n  a n a ly s is  p e r fo rm e d  b y  A m e r ic a n s  f o r  R e sp o n s ib le  R e fo rm  (A R R )  o f  d a ta  m a in ta in e d  b y  the 
N e w  J e rs e y  In d iv id u a l H e a lth  C o v e ra g e  P ro g ra m  B o a rd  re v e a ls  a  n u m b e r o f  d is tu rb in g  tre n d s  in 
the sta te 's h e a v i ly  re g u la te d  m a rk e t  f o r  in d iv id u a l h e a lth  in su ra n c e . S w e e p in g  in su ra n c e  re fo rm s  
im p le m e n te d  in  1 9 9 3  w e re  in te n d ed  to  in c re a s e  the  a v a i la b i l i t y  an d  a f fo r d a b i l i t y  o f  in s u ra n c e  f o r  
in d iv id u a ls . In s te a d , th ey  a p p e a r to  h ave  h ad  p re c is e ly  the  o p p o s ite  e f fe c t . A m o n g  o th e r  th in g s , 
da ta  s u p p lie d  b y  the  B o a rd  s h o w  tha t:

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

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

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

f i r s t  t h r e e  q u a r t e r s  o f  1 9 9 6  ( t h e  m o s t  r e c e n t  p e r i o d  f o r  w h i c h  t h e r e  a r e  d a t a ) .  B e t w e e n  

J a n u a r y  1  a n d  S e p t e m b e r  3 0 , 1 9 9 6 ,  t h e  n u m b e r  o f  p e r s o n s  c o v e r e d  i n  t h e  i n d i v i d u a l  

m a r k e t  f e l l  b y  2 2 , 4 9 8  — a  1 0 .2 %  d e c l in e .  M o r e o v e r ,  t h e  d e c l i n e  i n  i n d i v i d u a l  c o v e r a g e  

i s  a c c e le r a t i n g .

F a m i l i e s  h a v e  b e e n  e s p e c ia l ly  h a r d  h i t .  T h e  n u m b e r  o f  f a m i l i e s  c o v e r e d  b y  i n d i v i d u a l  

i n s u r a n c e  h a s  b e e n  d r o p p i n g  s t e a d i l y  f o r  n e a r l y  t w o  'e a rs .  O v e r  t h e  l a s t  2 1  m o n t h s ,  t h e  

n u m b e r  o f  f a m i l i e s  w i t h  c o v e r a g e  i n  t h e  i n d i v i d u a l  . . . a r k e t  f e l l  b y  3 0 % .

T h e  n u m b e r  o f  N e w  J e r s e y  r e s id e n t s  w i t h o u t  h e a l t h  i n s u r a n c e  is  h i g h e r  t h a n  e v e r  

b e f o r e ,  a n d  r i s i n g  a t  a  r a t e  e q u a l  t o  s i s  t im e s  t h e  n a t i o n a l  a v e r a g e . A c c o rd in g  to  U .S .

'T h is  d o c u m e n t h as  b een  p re p a re d  by  and  f o r  A m e r ic a n s  f o r  R e s p o n s ib le  R e fo rm . 
D u p lic a t io n  o f  a n y  p a rt o f  th is  d o c u m en t is p ro h ib ite d  w ith o u t the w rit te n  c o n se n t o f  A m e r ic a n s  
f o r  R e s p o n s ib le  R e fo rm .



C e n su s  f ig u re s , a p p ro x im a te ly  1 .1 2  m i l l i o n  re s id e n ts  o f  N e w  J e rs e y  — 1 4 .2 %  o f  th e  
p o p u la t io n  - -  w e re  w ith o u t h e a lth  in su ran c e  a t the  en d  o f  1 9 9 5 . A  n u m b e r  o f  s tu d ie s  h a v e  
s h o w n  th a t f o r  the  v a s t  m a jo r i t y  o f  the  u n in su re d , th e  p r im a ry  o b s ta c le  to  o b ta in in g  
c o v e ra g e  is  a f fo rd a b i l i t y . E x c e s s iv e  p ric e  in f la t io n  in  N e w  Je rse y 's  in d iv id u a l m a rk e t  
c le a r ly  is  m a k in g  th is  p ro b le m  w o rs e .

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

p l a n s  w i t h  h i g h  d e d u c t ib le s  a n d  h i g h  c o p a y m e n t s  o r  H M O s .  C e r t a in ly , th e re  is  n o th in g  
w ro n g  w ith  H M O s . B u t  it is  w ro n g  to  c re a te  a  s y s tem  w h e re  th e  o n ly  a f fo r d a b le  c o v e ra g e  
is an  H M O . I f  tha t is  w h a t th e  G e n e ra l A s s e m b ly  in te n d s  to  d o , th en  th is  is su e  d e s e rv e s  a 
f u l l  a n d  o p e n  deb a te .

T h e s e  t re n d s  a re  c lo s e ly  c o n s is te n t w ith  th e  ty p e  o f  m a rk e t d e te r io ra t io n  w a rn e d  a b o u t  b y  
e c o n o m is ts  a n d  a c tu a r ia l e x p e rts  w h o  te s t i f ie d  b e fo re  th e  N e w  J e rs e y  G e n e ra l A s s e m b ly  an d  th e  
D e p a r tm e n t  o f  In s u ra n c e  d u r in g  1 9 9 6 . T h o s e  w itn e sse s  c a u t io n e d  th a t th e  re s t r ic t io n s  o n  
in d iv id u a l in s u ra n c e  n o w  in  e f fe c t  su c h  as f la t  c o m m u n ity  ra t in g , g u a ra n te e d  is su e  o f  a l l  p la n s , 
lim ita t io n  o f  c o n s u m e r  c h o ic e  to  f iv e  s ta n d a rd ize d  p la n s , a n d  in f le x ib le  lo s s  ra t io  re q u ire m e n ts  
w e re  c a u s in g  th e  p r ic e  o f  in d iv id u a l in su ran c e  to  r is e  to  u n a f fo rd a b le  le v e ls , le a d in g  m an y  
in d iv id u a ls  to  fo r e g o  c o v e ra g e  - -  e s p e c ia l ly  y o u n g e r  p e rs o n s  w ith  lo w e r  in c o m e s , fa m i lie s  o n  a 
tig h t b u d g e t a n d  p e rs o n s  in  g o o d  h e a lth . A s  these  g ro u p s  h a v e  lo s t  th e  a b i l i t y  to  f in d  a f fo r d a b le  
c o v e ra g e  a n d  d ro p p e d  o u t  o f  the  in su ra n c e  p o o l ( o r  n e v e r  jo in e d  in  th e  f i r s t  p la c e ) ,  the  p r ic e  o f  
in su ra n c e  h a s  r is e n  to  e v e n  h ig h e r le v e ls  s in c e  fe w e r  and  fe w e r  p e o p le  a re  s h a r in g  th e  c o s t  o f  
h e a lth  c a re .

T h e  p ro b le m s  n o w  e v id e n t in  th e  in d iv id u a l m a rk e t h a v e  b een  a n d , i f  u n c o r re c tc d , w i l l  c o n t in u e  
to  be e x t r e m e ly  d am ag in g  to  A R R 's  a p p ro x im a te ly  3 0 .0 0 0  sm a ll b u s in e ss  a n d  in d iv id u a l 
m em b e rs  in  N e w  J e rs e y , m a n y  o f  w h o m  a re  s e lf - e m p lo y e d  an d  r e ly  o n  th e  in d iv id u a l m a rk e t  to  
p u rc h a se  c o v e ra g e  f o r  th e m se lv e s  and  th e ir  fa m i lie s .

BACKGROUND

In  1 9 9 2 , N e w  J e rs e y  en ac ted  a p ro g ra m  o f  sw eep in g  in d iv id u a l an d  s m a ll b u s in e s s  h e a lth  
in su ra n c e  r e fo rm s . In  the  in d iv id u a l in su ra n c e  m a rk e t , th e  1 9 9 2  r e fo rm s  in c lu d e  f la t  c o m m u n ity  
ra t in g  c o m b in e d  w ith  g u a ra n te e  is su e  o f  a l l  p la n s , the lim it in g  o f  p la n  a v a i la b i l i t y  to  f iv e  
s tand a rd  p la n s  an d  th e  im p o s it io n  o f  a  7 5 -p e rc e n t lo s s  ra t io  o n  a l l  p la n s . T h e s e  re s t r ic t io n s  w e re  
im p le m e n te d  b e g in n in g  in  A u g u s t 1 9 9 3 . A u th o r i ty  to  d e v e lo p  the  re q u ire d  s ta n d a rd  p la n s  a n d  to  
a d m in is te r  th e  r e fo rm s  w as p la c e d  la rg e ly  in  the  h and s  o f  a  n ew ly -c re a te d  e n t ity , th e  In d iv id u a l 
H e a lth  C o v e ra g e  P ro g ra m  B o a rd . F o u r  o f  the s ta n d a rd  p la n s  d e v e lo p e d  b y  the  B o a rd  -  p la n s  B , 
C , D  and  E  -  p ro v id e  m a jo r  m e d ic a l c o v e ra g e , h a v e  id e n t ic a l b e n e fits  and  d i f f e r  o n ly  in  th e ir  
c o p a y m e n t le v e ls . E ach  p la n  is a v a i la b le  w ith  an  a n n u a l d e d u c t ib le  o f  $ 2 5 0 .  $ 5 0 0  o r  $ 1 ,0 0 0 .
T h e  f i f t h  p la n  - -  p la n  A  -  c o v e rs  c a ta s tro p h ic  c a re  and  is a v a i la b le  w ith  a d e d u c t ib le  o f  $ 2 5 0  
o n ly .  S e e  a tta c h m en t : "S n a p s h o t  o f  N e w  Je rse y  In d iv id u a l S ta n d a rd  H e a lth  B e n e f i t s  P la n s ."



D I S C U S S I O N  O F  F I N D I N G S

A n  a n a ly s is  o f  d a ta  m a in ta in e d  b y  the  N e w  J e rs e y  In d iv id u a l H e a lth  C o v e ra g e  P ro g ra m  B o a rd  o n  
the  c o s t  o f  h e a lth  in su ra n c e  c o v e ra g e  and  e n ro l lm e n t  le v e ls  in  th e  sta te 's m a rk e t  f o r  in d iv id u a l 
in s u ra n c e  re v e a ls  a  n u m b e r o f  s e r io u s  p ro b le m s  that h a v e  h ad  s ig n i f ic a n t  a d v e rs e  e f fe c ts  o n  th e  
a f f o r d a b i l i t y  a n d  a v a i la b i l i t y  o f  in d iv id u a l h e a lth  in su ra n c e  c o v e ra g e . T h e  p ro b le m s  n o w  e v id e n t 
in  the  in d iv id u a l m a rk e t  — e x c e s s iv e  p r ic e s  and  d e c lin in g  e n ro l lm e n t  -  a re  c lo s e ly  c o n s is te n t 
w ith  th e  s c e n a r io  o f  c o n t in u in g  m a rk e t  d e te r io ra t io n  w a rn ed  a b o u t b y  e c o n om is ts  a n d  a c tu a r ia l 
e x p e rts  w h o  te s t i f ie d  b e fo re  th e  N e w  Je rse y  G e n e ra l A s s e m b ly  a n d  th e  D e p a r tm e n t o f  In s u ra n c e  
in  1 9 9 6  o n  th e  s u b je c t  o f  in d iv id u a l m a rk e t r e fo rm . A  d is c u s s io n  o f  o u r  f in d in g s  fo l lo w s .

1 . T h e  c u r r e n t  s y s t e m  h a s  p u s h e d  t h e  p r i c e  o f  i n s u r a n c e  t o  u n a f f o r d a b l e  le v e ls  
f o r  m a n y  i n d i v i d u a l s ,  i n c l u d i n g  s e l f - e m p l o y e d  p e r s o n s .

Average prices fo r  (he most popular health insurance plans in the individual market are 
now approximately double the national average fo r  equivalent coverage.

T a b le  1 o n  p ag e  4  c om p a re s  the  a v e ra g e  p ric e s  f o r  s in g le  s u b s c r ib e r  c o v e ra g e  u n d e r th e  th re e  
m o s t p o p u la r  in su ra n c e  p la n s  in  N e w  Je rsey 's  in d iv id u a l m a rk e t  (p la n s  B , C  an d  D ,  each  w ith  a 
d e d u c t ib le  o f  $ 1 ,0 0 0 )  w ith  n a t io n a l a v e ra g e  p r ic e s  f o r  c o m p a ra b le  c o v e ra g e . In  e a ch  c a se , the  
a v e ra g e  p r ic e  o f  c o v e ra g e  f o r  an  in d iv id u a l in  N e w  J e rs e y  is  a p p ro x im a te ly  d o u b le  the  n a t io n a l 
a v e ra g e  p r ic e  f o r  e q u iv a le n t  c o v e ra g e .

P ro p o n e n ts  o f  th e  c u r re n t re g u la to ry  sch em e  em p h a s iz e  tha t m ed ia n  ra te s  f o r  the  tw o  in d iv id u a l 
p la n s  w ith  th e  h ig h e s t e n ro l lm e n t  le v e ls  — p la n s  C  and  D  w ith  $ 1 ,0 0 0  d e d u c t ib le s  - -  h a v e  
in c re a s e d  o n ly  m o d e s t ly  o v e r  the  la s t tw o  y e a rs . T h is , h o w e v e r , d o e s  n o t te ll th e  w h o le  s to ry .
T h e  m o re  r e le v a n t  c o m p a r is o n  f o r  p u rp o s e s  o f  ju d g in g  the  a f fo rd a b i l i t y  o f  c o v e ra g e  is th e  
d i f fe r e n c e  b e tw een  th e  ra te s  in d iv id u a ls  n a t io n w id e  p a y  f o r  c o v e ra g e  and  w h a t th e y  p a y  in  N e w  
J e rs e y . A s  T a b le  1 s h ow s , in d iv id u a ls  in  N e w  Je rse y  a re  n o w  p a y in g  a p p ro x im a te ly  d o u b le  w h a t 
th e y  w o u ld  p a y  i f  th e y  liv e d  e ls ew h e re .

M o r e o v e r ,  fo c u s in g  s o le ly  o n  ra te  in c re a se s  f o r  p la n s  w ith  $ 1 ,0 0 0  d e d u c t ib le s  (th e  h ig h e s t 
d e d u c t ib le  a l lo w e d  f o r  s ta n d a rd  p la n s 2) is  m is le a d in g  b ecau se  it ig n o re s  the  e f fe c t  o f  a d v e rs e  
s e le c t io n . A s  the  In d iv id u a l and  S m a ll E m p lo y e r  P ro g ra m  B o a rd s  s ta ted  in  th e ir  A p r i l 1 9 9 6  
P ro g re s s  R e p o r t :

2T h e  In d iv id u a l B o a rd  ju s t  re c e n c y  a llo w e d  h ig h e r d e d u c t ib le s  f o r  p la n s  s o ld  to  
a c c o m p a n y  a  m e d ic a l s a v in g s  a ccoun t.
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I

[ I n  th e  in d iv id u a l m a rk e t , p jo l i c y  h o ld e rs  th e m se lv e s , as  w e l l as  in su ra n c e  ag en ts , 
h a v e  c a u sed  fu r th e r  in s ta b i li ty  [ in  ra te s ] b ecau se  in d iv id u a ls  w ith  m e d ic a l 
c o n d it io n s  h a v e  s e le c ted  th e  $ 2 5 0  and  $ 5 0 0  d e d u c t ib le  p la n s , le a d in g  c a r r ie rs  to  
ra is e  ra te s  to  r e f le c t  c la im s  e x p e r ie n c e  u n d e r th o se  p la n s . F o r  in d iv id u a ls  w ith  
e x p e n s iv e  m e d ic a l c o n d it io n s , th e  lo w  d e d u c t ib le  p la n s  w e re  a r e la t iv e  b a rg a in , 
e v e n  a s  ra te s  in c re a s e d .3

A s  th e  B o a rd s  re c o g n iz e , a  c o n t r ib u t in g  fa c to r  to  the  sh a rp  in c re a se s  in  ra te s  f o r  p la n s  w ith  $ 2 5 0  
a n d  $ 5 0 0  d e d u c t ib le s  is  th e  fa c t th a t p e rs o n s  in  p o o re r  h e a lth  tend  to  c h o o s e  th em  o v e r  p la n s  w ith  
a  h ig h e r  d e d u c t ib le . According to the Boards' own figures, between May 1994 and October 
1996, the average price of plan D with a $250 deductible increased at an annual rate of 48.8 
percent. The average price of plan D with a $500 deductible increased at an annual rate of 
39.9 percent.** T h e se  p r ic e  in c re a se s  a re  fa r  in  e x c e ss  o f  th e  in c re a se s  f o r  p la n s  w ith  $ 1 ,0 0 0  
d e d u c t ib le s , th e  p r ic e s  o f  w h ic h  a re  a lr e a d y  d o u b le  the  n a t io n a l a v e ra g e .

Table 1

Comparison o f New Jersey Average and Median Price o f Individual, 
Single Subscriber Coverage with National Average Price fo r 

Equivalent Coverage

Plan
(S I ,000 deductible) Average Price Median Price5

Nat'l Avg. Price fo r 
Equivalent Coverage

Plan B $2,176 $1,975 $1,100
Plan C $2,521 $2,036 $1,280
Plan D $3,224 $ 2,686 $1,470

Sources: Data derived from N ew  Jersey Individual Health C overage Program  Board rate matrix (10/15/96); national 
average prices arc according to inform ation supplied by a national actuarial consulting firm.

3N e w  J e rs e y  In d iv id u a l H e a lth  C o v e ra g e  P ro g ra m  B o a rd  and  S m a l l E m p lo y e r  H e a lth  
B e n e f i t s  P ro g ra m  B o a rd , Progress Report: Reform o f  New Jersey's Individual and Small 
Employer Health Coverage Markets, August 1993 - April 1996, a t pp . 1 0 -1 1 .

''N o te  th a t th e  g re a te r  ra te  o f  in c re a se  in  p ric e  f o r  p la n  D  w ith  a $ 2 5 0  d e d u c t ib le  as 
c o m p a re d  to  the  in c re a se  in  p r ic e  f o r  the  s am e  p la n  w ith  a  $ 5 0 0  d e d u c t ib le  fu r t h e r  c o n f i rm s  the  
e f fe c t  o f  a d v e rs e  s e le c t io n . P e rs o n s  in  p o o re r  h e a lth  tend  to  c h o o s e  the p la n  w ith  the  lo w e r  
d e d u c t ib le , c a u s in g  its c o s t to  c lim b  m o re  p re c ip ito u s ly .

^ M ed ian  p r ic e s  a re  in c lu d e d  f o r  p u rp o s e  o f  c o m p a r is o n . W h e th e r  the  a v e ra g e  o r  the  
m e d ia n  p r ic e  is  a  b e tte r m e a su re  o f  the  c o s t o f  c o v e ra g e  is s u b je c t  to  d eb a te . In  e ith e r  c a se , the  
c o s t to  N e w  J e rs e y  re s id e n ts  g re a t ly  e x c e ed s  the  n a t io n a l a v e ra g e .
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T h e  sam e  fa c to r s  c o n tr ib u t in g  to  th e  in c re a se s  in  ra te s  f o r  lo w e r -d e d u c t ib le  p la n s  a re  c a u s in g  
p r ic e s  f o r  p la n s  w ith  $ 1 ,0 0 0  d e d u c t ib le s  to  in c re a se  at m o re  m od e ra te  ra te s . In  o th e r  w o rd s , 
p e rs o n s  in  g o o d  h e a lth  a re  o v e r - re p re s e n te d  in  these  h ig h e r -d e d u c t ib le  p la n s , m o d e ra t in g  th e  
u p w a rd  p re s su re  o n  ra te s . A n y  d is c u s s io n  o f  a f fo rd a b i l i t y  o f  c o v e ra g e  in  the  in d iv id u a l m a rk e t 
th a t fo c u s e s  s o le ly  o n  p r ic e  in c re a se s  e x p e r ie n c ed  b y  $  1,0 0 0 -d e d u c t ib le  p la n s  ig n o re s  th is  r e a li t y . 
It is  im p o rta n t to  lo o k  a t th e  o v e r a l l  ch an g e  in  p ric e s  f o r  ah  p la n s  o f fe r e d  in  th e  m a rk e t  to  g e t a 
tru e  p ic tu re  o f  w h a t is  h a p p e n in g . W h e n  a l l  fa c to rs  a re  c o n s id e re d , it is  c le a r  th a t c o n s u m e rs  in  
N e w  J e rs e y  a re  p a y in g  p r ic e s  tha t a re  fa r  in  e x c e ss  o f  n a t io n a l a v e ra g e s  and , as d is c u s se d  b e lo w , 
fa r  a b o v e  w h a t th e  m a rk e t  c an  su s ta in .

2. There is considerable evidence that the inflated cost o f coverage is causing 
more and more individuals to drop their insurance or never purchase it in 
the first place.

E n ro l lm e n t  re c o rd s  m a in ta in e d  b y  the  In d iv id u a l B o a rd  s h o w  th a t:

The number o f  persons with coverage in the individual market declined steadily in the 
firs t three quarters o f  1996 (the most recent period fo r  which there are data). B e tw e e n  
J a n u a ry  1 an d  S e p tem b e r 3 0 ,  1 9 9 6 , th e  n u m b e r o f  p e rs o n s  c o v e re d  in  th e  in d iv id u a l 
m a rk e t  f e l l  b y  2 2 ,4 9 8  — a  1 0 .2 %  d e c lin e  f r o m  the  m a rk e t's  p e a k  a t the  e n d  o f  1 9 9 5 .

T a b le  2  o n  p ag e  6  s h ow s  q u a r te r ly  f ig u re s  f o r  the n u m b e r o f  p e rs o n s  c o v e re d  in  N e w  Je rsey 's  
in d iv id u a l h e a lth  in su ra n c e  m a rk e t f r o m  th e  fo u r th  q u a r te r  o f  1 9 9 4  th ro u g h  the  th ird  q u a r te r  o f  
1 9 9 6 . T h e  to ta l n u m b e r o f  p e rs o n s  c o v e re d  is c om p r is e d  o f  p e rs o n s  c o v e re d  b y  n o n s ta n d a rd  
p la n s , w h ic h  a re  a n y  p la n s  is su ed  p r io r  to  the  im p lem e n ta t io n  o f  r e fo rm s  in  A u g u s t 1 9 9 3 , and  
p e rs o n s  c o v e re d  b y  s ta n d a rd  p la n s , w h ic h  a re  the  o n ly  ty p e  o f  p la n s  c o n su m e rs  h a v e  been  
p e rm itte d  to  p u rc h a se  s in c e  that t im e . A s  o n e  w o u ld  e x p e c t , th e  n u m b e r o f  p e rs o n s  c o v e re d  b y  
n o n s ta n d a rd  p la n s  (T a b le  2 , s e c o n d  c o iu m n ) h as  d e c lin e d  s te a d i ly , s in c e  c o n su m e rs  n o  lo n g e r  
m a y  p u rc h a se  th o s e  p la n s .

S im i la r ly ,  f o l lo w in g  re fo rm , as in d iv id u a ls  w e re  fo rc e d  to  c o n v e r t  f r o m  n on s ta n d a rd  to  s ta n d a rd  
p la n s , th e  n u m b e r  o f  p e rs o n s  c o v e re d  b y  s ta n d a rd  p la n s  (T a b le  2 ,  th ird  c o lu m n ) in c re a se d  
th ro u g h  the  fo u r th  q u a rte r o f  1 9 9 5 , to  a  h ig h  o f  1 8 6 ,1 3 0 . In  a d d it io n , the  to ta l n u m b e r o f  p e rs o n s  
c o v e re d  b y  b o th  a l l  p la n s  (T a b le  2 , fo u r th  c o lu m n ) in i t ia l ly  ro s e  th ro u g h  the fo u r th  q u a rte r  o f  
1 9 9 5 , w h en  it re a ch ed  a h ig h  o f  2 2 0 ,3 8 4 .

S in c e  th e  b e g in n in g  o f  1 9 9 6 , h o w e v e r , the  n u m b e r o f  p e rs o n s  c o v e re d  b y  s ta n d a rd  p la n s  an d  th e  
to ta l n u m b e r  o f  p e rs o n s  c o v e re d  b y  a l l  p la n s  h a v e  b een  d e c lin in g . B y  the  end  o f  the  th ird  q u a rte r  
o f  1 9 9 6 , th e  n u m b e r  o f  p e rs o n s  c o v e re d  b y  a l l  p la n s  h ad  d e c re a sed  to  1 9 7 ,8 8 6  - -  a lo s s  o f  2 2 ,4 9 8  
p e rs o n s  f r o m  the  m a rk e t  s in c e  J a n u a ry  o f  1 9 9 6 , re p re s e n tin g  a  1 0 .2 %  d e c lin e . T h is  s u b s ta n t ia l 
and  c o n t in u in g  d e c lin e  is  a  s t ro n g  in d ic a t io n  tha t the d e te r io ra t io n  o f  the  m a rk e t  e c o n o m is ts



w a rn e d  a b o u t is  b e g in n in g  to  o c c u r . A s  th e  p ric e  o f  c o v e ra g e  h a s  r is e n , m o re  a n d  m o re  
in d iv id u a ls  a p p e a r to  be d ro p p in g  th e ir  in su ran ce .

Table 2

N ew  Je rse y  In d iv id u a l In su ra n c e  M a rk e t  -- N u m b er o f  P ersons C overed  a t  E nd  o f  Q u a r te r
(Q 4  1 9 9 4 - Q 3 1996)

Q u a r te r

P ersons C o v ered  by 
N o n s ta n d a rd  P lans 
(p lan s issued 
befo re  8/93)

P ersons C overed  by 
S ta n d a rd  P lans T o ta l

Q4 1994 97,889 112,964 210,853

Q1 1995 69,444 136,949 206,393

Q 2 1995 60,496 146,038 206,393

Q3 1995 42,764 168,180 210,944

Q4 1995 34,254 186,130 220,384

Q1 1996 28,568 184,729 213,297

Q 2 1996 21,575 182.977 204,552

Q3 1996 18,391 179,495 197,886

Source: D ata com piled from N ew  Jersey Individual Health Coverage Program  Board quarterly  enrollm ent reports.

• As one might expect, families, whose budgets ordinarily have the least amount o f  
flexibility, have been hit hardest by the increases in insurance costs and responded 
earliest to the excessive inflation in prices by dropping coverage.

T a b le  3  o n  p a g e  7  i l lu s t ra te s  th e  d e c lin e  in  fa m i ly  c o v e ra g e . A t  th e  end  o f  the  fo u r th  q u a rte r  o f  
1 9 9 4 , th e  n u m b e r  o f  fa m i ly  c o n tra c ts  in  th e  in d iv id u a l m a rk e t (b o th  s ta n d a rd  an d  n o n s ta n d a rd ) 
re a c h e d  a  h ig h  o f  2 8 , 6 0 2  c o n tra c ts . S in c e  that t im e , th e  n u m b e r o f  c o n tra c ts  h a s  d e c lin e d  
w ith o u t s to p  to  a  to ta l o f  2 0 ,0 6 2  a t th e  en d  o f  the  th ird  q u a r te r  in  1 9 9 6  - -  a 2 9 . 9 %  d e c re a s e  in  the  
n u m b e r  o f  fa m i l ie s  c o v e re d .

• O f even greater concern, the decline in individual coverage is accelerating. T h e  ne t 
d e c re a s e  in  th e  n u m b e r o f  in d iv id u a l h e a lth  p la n s  in  fo rc e  a t th e  end  o f  e a ch  o f  the  f i r s t  
th re e  q u a rte rs  o f  1 9 9 6  h as  g ro w n  la rg e r  and  la rg e r  in  e ach  q u a rte r .

' f a b le  4  s h o w s  th e  a c c e le ra t in g  d e c re a se  in  the n u m b e r o f  c o n tra c ts  f o r  h e a lth  p la n s  in  fo r c e  in  the
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in d iv id u a l m a rk e t . A s  d is c u s se d  b e lo w , th is  d is tu rb in g  tre n d  a ls o  is  c o n s is te n t  w ith  th e  m a rk e t  
c o l la p s e  e c o n o m is ts  and  a c tu a r ia l e x p e rts  h a v e  w a rn e d  ab ou t.

Table 3

New Jersey Individual M arket -- Total Standard and Nonstandard Contracts in Force 
at End o f Quarter by Rating Category 

(Q4 1994-Q 3  1996)

Quarter
Single subscriber 
contracts

Husband and wife 
contracts

Parent and
child(rcn)
contracts Family contracts

Q4 1994 70,065 9,770 5,975 28,602

Q1 1995 70,073 10,926 ! 5,745 26,301

Q2 1995 71,651 11,191 5,917 25,687

Q3 1995 74,731 12,475 6,386 25,562

Q4 1995 74,987 13,272 7,030 24,876

Q1 1996 72,131 12,461 7,273 23,396

Q2 1996 69,435 11,470 7,183 21,144

Q3 1996 70,838 10,883 6,625 20,067

Source: D ata com piled from N ew  Jersey Individual Health C overage Program  Board quarterly  enrollm ent reports.

Table 4

Individual M arket -- Contracts in Force at End o f Quarter 
(Q 1 1996 -Q 3  1996)

Quarter

Nonstandard 
plans (plans 
issued p rio r to 
8/93) Standard plans

Total plans 
in force

Net decline in plans in 
force from  previous 
quarter

Q1 1996 18,408 100,556 118,964 2,836

Q2 1996 14,357 101,392 115,749 3,215

Q3 1996 12,360 99,022 111,382 4,367

Source: Data com piled from N ew  Jersey Individual Health Coverage Program  Board quarterly  enrollm ent reports.
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Equally disturbing is the fact that the accelerating decline in persons covered by 
individual plans has been accompanied by a sharp increase in the number o f  uninsured 
persons in the state.

A c c o rd in g  to  th e  m o s t re c e n t U .S .  C en su s  f ig u re s , the  n u m b e r o f  N e w  J e rs e y  re s id e n ts  w ith o u t 
h e a lth  in s u ra n c e  is n o w  h ig h e r th an  e v e r  b e fo re  and  is r is in g  at a  ra te  tha t is  s ix  t im e s  g re a te r  than  
the  n a t io n a l a v e ra g e . A t  y e a r  e n d  1 9 9 5  m o re  th an  1 .1 2  m i l l i o n  N e w  J e rs e y  re s id e n ts  - -  1 4 .2 %  o f  
the  p o p u la t io n  — w e re  w ith o u t h e a lth  in su ran c e . R e m a rk a b ly , th is  sh a rp  in c re a se  in  th e  
u n in su re d  h as o c c u r re d  a t a  t im e  o f  r is in g  e m p lo y m e n t an d  b u s in e ss  g ro w th  in  th e  s ta te . T h e  
p ro b le m s  e v id e n t in  the  in d iv id u a l m a rk e t  m a y  n o t be  th e  o n ly  c au se  o f  th e  g ro w in g  u n in su re d  
p o p u la t io n , b u t th e y  c e r ta in ly  a re  n o t  h e lp in g  m a tte rs . A  n u m b e r o f  s tu d ie s  h a v e  s h ow n  th a t the  
v a s t m a jo r i t y  o f  p e rs o n s  w h o  a re  u n in su re d  la c k  in su ran ce  b ecau se  th e y  s im p ly  c a n n o t a f f o r d  it. 
T h e  e x c e s s iv e  p r ic e  in f la t io n  c au sed  b y  the  c u rre n t sy s tem  o f  m a rk e t c o n t r o ls  c le a r ly  is  
c o n t r ib u t in g  to  th is  p ro b le m .

3. The excessive cost o f  coverage under the current system increasingly is 
pushing people into plans with high deductibles and high co-payments or 
HMOs.

• The lack o f  affordable choices fo r  New Jersey health care consumers is especially evident
in the individual market.

T h e  o n ly  in su ra n c e  p la n s  in  the  in d iv id u a l m a rk e t tha t a re  n o w  e x p e r ie n c in g  in c re a se d  
e n ro llm e n t  a re  p la n  A , th e  c a ta s tro p h ic  c o v e ra g e  p la n , a n d  p la n s  B  an d  C , b o th  w ith  $ 1 ,0 0 0  
d e d u c t ib le s  (th e  m a x im u m  a l lo w a b le  d e d u c t ib le ) . P la n  B  re q u ire s  a 4 0 %  c o p a y m e n t ; p la n  C  
re q u ire s  a  3 0 %  c o p a ym en t . E n ro l lm e n t  is n o w  d e c re a s in g  in  P la n  D  an d  P la n  E  a t a l l  d e d u c t ib le  
le v e ls  as w e l l a s  p la n s  B  and  C  at a l l  d e d u c t ib le  le v e ls  b e lo w  $ 1 ,0 0 0 .

In addition, HMO market share in both the individual and small employer markets is 
rising rapidly.

B e tw e e n  J a n u a ry  1 9 9 5  and  S e p te m b e r 1 9 9 6 , th e  p e rc en tag e  o f  p e rs o n s  w ith  s ta n d a rd  p la n s  in  the  
in d iv id u a l m a rk e t  w h o  w e re  e n r o l le d  in  an  H M O  ro s e  f r o m  1 1 %  to  2 9 . 2 % .  T h is  sam e  tre n d  is 
e v id e n t in  the  m a rk e t  f o r  s m a ll e m p lo y e r  p la n s . B e tw e e n  J a n u a ry  1 9 9 5  a n d  Ju n e  1 9 9 6 , the  
p ro p o r t io n  o f  in d iv id u a ls  c o v e re d  b y  s ta n d a rd  sm a ll e m p lo y e r  p la n s  tha t a re  H M O  p la n s  
in c re a sed  f r o m  1 3 %  to  2 1 .4 % .  O f  c o u r s e ,  t h e r e  is  n o t h i n g  w r o n g  w i t h  H M O  p la n s .  B u t  i t j s  

w r o n g  t o  s t r u c t u r e  t h e  m a r k e t  s o  t h a t  t h e  o n l y  a f f o r d a b le  c o v e r a g e  i s  a n  H M O .  I f  t h a t  i s  w h a t  

t h e  G e n e r a l  A s s e m b ly  i n t e n d s  t o  d o ,  t h e r e  s h o u ld  b e  a  o p e n  a n d  h o n e s t  d e b a te  o n  t h i s  is s u e .
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I

4. Inflated costs, a declining number o f persons with coverage, and movement 
toward HMOs and plans offering lower levels o f  coverage, all o f  which are 
now evident in the individual market, are consistent with the "death spiral" 
scenario actuarial experts and economists have warned about.

E c o n o m is ts  a n d  a c tu a r ia l e x p e r ts  te s t i fy in g  b e fo re  th e  G e n e ra l A s s e m b ly  a n d  th e  D e p a r tm e n t  o f  
In s u ra n c e  d u r in g  1 9 9 6  w a rn e d  th a t the  c u rre n t e x c e s s iv e  c o n t ro ls  o n  in d iv id u a l p la n s  in e v i ta b ly  
w i l l  le a d  to  a  c r ip p lin g  "d e a th  s p i r a l"  in  the  in su ra n c e  m a rk e t . A c c o rd in g  to  th e se  e x p e rts , th e  
p r ic e  in c re a s e s  re s u lt in g  f r o m  N e w  Je rsey 's  c o m b in a t io n  o f  f la t  c o m m u n ity  ra t in g  w ith  
g u a ra n te e d  is su e  an d  in f le x ib le  lo s s  ra t io  re q u irem en ts  is  c a u s in g  y o u n g e r  p e rs o n s , w h o  t y p ic a l ly  
h a v e  lo w e r  in c o m e s  an d  a re  le s s  l i k e ly  to  use  th e ir  h e a lth  c o v e ra g e  o n  a  r e g u la r  b a s is , t o  d ro p  
th e ir  c o v e ra g e  ( o r  n e v e r  p u rc h a se  it in  th e  f i r s t  p la c e ) . T h e s e  c o n su m e rs  e ith e r  c a n n o t a f fo r d  
c o v e ra g e  o r  d o  n o t  see  th e  v a lu e  in  p a y in g  the  in c re a sed  p r ic e s  tha t y o u n g e r  p e rs o n s  m u s t p a y  
u n d e r a  s y s tem  in  w h ic h  ag e  is  e x c lu d e d  as a  fa c to r  in  se tt in g  ra te s .

A s  y o u n g e r  in d iv id u a ls  d ro p  th e ir  in su ra n c e , th e  c o s t o f  c o v e ra g e  r is e s  e v e n  h ig h e r  s in c e  p e rs o n s  
r e m a in in g  in  th e  in su ra n c e  p o o l in c re a s in g ly  a re  th o se  w h o  a re  o ld e r  (a g e  4 5 - 6 5 )  an d  m o re  l i k e ly  
to  u se  th e ir  h e a lth  c o v e ra g e . T h e  o th e r  rem a in in g  p e rs o n s  a re  th o se  w h o , re g a rd le s s  o f  a g e , 
a lr e a d y  a re  i l l  a n d  c a n n o t a f fo r d  to  g o  w ith o u t c o v e ra g e  n o  m a tte r h o w  e x p e n s iv e  it b e c om e s .
T h e  re s u lt  is  e v e n  g re a te r  in c re a s e s  in  c o s ts  as fe w e r  a n d  fe w e r  p e o p le  s h a re  g re a te r  an d  g re a te r  
h e a lth  c a re  c o s ts , w h ic h  is a c c om p a n ie d  b y  in c re a s in g  d e c lin e s  in  c o v e ra g e  as e v e n  m o re  p e o p le  
a re  p r ic e d  o u t  o f  th e  s y s tem . T h is  c y c le  fe ed s  o n  i t s e l f  a nd  a c c e le ra te s  o v e r  t im e . E x c e s s iv e  p r ic e  
in f la t io n , g ro w in g  d e c lin e s  in in d iv id u a l c o v e ra g e  and  m o v e m en t tow a rd s  H M O s  and  lo w e r -c o s t  
in su ra n c e  p la n s , a l l  o f  w h ic h  a re  n o w  b e in g  e x p e r ie n c ed  in  th e  in d iv id u a l m a rk e t , a re  c lo s e ly  
c o n s is te n t w ith  th is  s c e n a r io .
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Issues Facing the Alaska Comprehensive Health Insurance

Association (C H IA )

Prepared by the Alaska Division of Insurance 
March 1997

B a c k g r o u n d :

T h e  A la s k a  C o m p re h e n s iv e  H e a lth  In s u ra n c e  A s s o c ia t io n  (C H IA )  w as e s ta b lis h e d  in 1 9 9 2  b y  th e  
A la s k a  L e g is la tu re  to p ro v id e  a c c e ss  to  h e a lth  in su ra n c e  f o r  in d iv id u a ls  w h o  a re  c o n s id e re d  
u n in su ra b le  and  a re  u n ab le  to  g e t in s u ra n c e  in  the  p r iv a te  m a rk e tp la c e . B y  its v e ry  n a tu re  C H IA  
w as n e v e r in ten d ed  to  be a  s e lf - s u p p o r t in g  e n tity . I f  th e  p a rtic ip an ts  in  th e  p la n  w e re  a b le  to 
o b ta in  c o v e ra g e  in  the  p r iv a te  m a rk e t  b y  p a y in g  a  p re m iu m  a p p ro p r ia te  to  th e  r is k , th e re  w o u ld  be  
n o  n eed  f o r  the  p la n .

P a rt ic ip a n ts  p a y  a p rem iu m  b a s e d  o n  th e ir  ag e  and  c h o ic e  o f  d e d u c tib le . T h is  p re m iu m  is  lim ite d  
b y  la w  to  2 0 0 %  o f  the  s ta n d a rd  p re m iu m s  in  th e  m a rk e tp la c e . T h e  s h o r t fa l l  b e tw een  p re m iu m s  
c o lle c te d  and  th e  c o s t o f  th e  p la n  is  fu n d e d  th ro u g h  p ro  ra ta  a sse ssm en ts  to  h e a lth  in su re rs  
tra n sa c tin g  b u s in e ss  in A la s k a . A d d it io n a l in fo rm a t io n  a b o u t C H IA  is  in  th e  1 9 9 5  an n u a l re p o r t  
w h ic h  w i l l  b e  p ro v id e d  u p o n  re q u e s t .

C H IA  a n d  s ta te  s e l f  in s u r a n c e :

T h e  S ta te  o f  A la s k a 's  h e a lth  in s u ra n c e  p la n  re p re se n ts  a lm o s t  3 5 %  o f  the a s se s sa b le  h ea lth  
in su ran ce  p rem iu m s  w rit te n  in  A la s k a . U t i l i z a t i o n  p ro je c t io n s  p ro v id e d  b y  the C H IA  
a d m in is t ra to r  to  the le g is la tu re  an d  a d m in is t ra t io n  la s t y e a r  ra ised  c o n c e rn s  a b o u t la rg e  
a s se s sm en t in c re a se s  w h ic h  w o u ld  be  p a ssed  o n  to  the  s ta te ’ s h e a lth  p la n  an d  a d v e rs e ly  a f fe c t  th e  
sta te  budge t. C H IA  c h a irp e rs o n  C e c i l B y k e r k  ad d re ssed  these  c o n c e rn s  a t a jo in t  H E S S  S en a te  
and  H o u s e  h e a rin g  o n  M a rc h  7 , 1 9 9 6 . H e  a ls o  d e sc rib e d  h ow  a d m in is t ra t io n  o f  the  p la n  w as 
h am p e red  and  m ad e  m o re  e x p e n s iv e  b y  e x is t in g  s ta tu tes .

T h e  C H IA  a d m in is t ra to r ’ s p ro je c t io n s  a s sum ed  that the  1 9 9 3  and  1 9 9 4  g ro w th  ra te s  in  
p a rt ic ip an ts  and  c la im s  w o u ld  c o n t in u e . In  the  p r o g r a m ’ s f ir s t  y e a rs , ra p id  g ro w th  w as  to  be 
e xp e c ted  as p r e v io u s ly  u n in s u ra b le  c it iz e n s  s ig n ed  up  f o r  th e  n ew  p ro g ra m . H o w e v e r , the  g row th  
d id  s ta b i liz e . A t th e  end  o f  1 9 9 6 ,  th e re  w e re  1 8 9  p a rt ic ip a n ts , an  in c re a se  o f  o n ly  5 p e o p le  d u r in g  
th e  y e a r . T h e  to ta l o f  c la im s  p a id  in  1 9 9 6  w a s  $ 1 ,6 7 2 ,4 9 0 .  T h e  C H IA  a d m in is t ra to r ’ s 1 9 9 6  
p ro je c t io n  h ad  been  f o r  2 5 3  p a r t ic ip a n ts  an d  p a id  c la im s  o f  $ 3 ,5 1 5 ,9 6 5 .  A tta c h m en t 1 c om p a re s  
the  a dm in is t ra to r 's  and  the  b o a rd 's  p ro je c t io n s  w ith  a c tu a l re su lts  th ro u g h  1 9 9 6 .

R e c e n t c o n c e rn s  h a v e  b een  ra is e d  a b o u t the  im p a c t o f  the  p ro p o se d  “ s e l f  in s u ra n c e ”  o f  the  sta te  
h e a lth  p la n  o n  C H IA . A s  s h o w n  in  A tta c h m en t 2 , the  p ro je c te d  net l i a b i l i t y  to  be fu n d e d  th ro u g h  
C H IA  a sse ssm en ts  is a p p ro x im a te ly  $1  m i l l i o n  in  1 9 9 7 , $ 1 .3  m i l l io n  in  1 9 9 8  and  $ 1 .7  m i l l i o n  in



1 9 9 9 . U n d e r  th e  c u r re n t  s ta te  h e a lth  p la n , th e  sta te  s h a re  o f  th e se  C H IA  a s se s sm en ts  w i l l  be 
a p p ro x im a te ly  $ 3 2 7 ,0 0 0 ,  $ 4 1 9 ,0 0 0  and  $ 5 2 0 ,0 0 0 .  I f  th e  s ta le  w e re  s e l f  in s u re d , th e se  e xp en se s  
w o u ld  n o  lo n g e r  be re q u ire d  in  th e  s ta te  budge t. T h e  re s u lt  o f  s p re a d in g  th e  c u rre n t sta te  
a s se s sm en t o v e r  o th e r  h e a lth  in su re rs  w o u ld  s t i l l  b e  le s s  than  h a l f  o f  o n e  p e rc e n t o r  a p p ro x im a te ly  
.3 5 % , .4 2 %  and  .4 9 % ,  c om p a re d  to  .2 3 % , .2 8 % , and  .3 4 %  i f  the s ta te  c o n t in u e d  to  h a v e  an 
in su red  p la n .

T h e  im p ac t o n  in s u ra n c e  p re m iu m s  w o u ld  n o t be  s ig n ific a n t . F o r  e x a m p le , an  in d iv id u a l p a y in g  
$ 4 0 0 /m o n th  f o r  h e a lth  in su ra n c e  c o u ld  e xp e c t th e ir m o n th ly  p re m iu m  to  in c re a s e  b y  o n ly  4 8 - 6 0  
cen ts  as a re s u lt  o f  th e  state 's d e c is io n  to  s e lf - in s u re .

R e d u c in g  th e  c o s t  o f  C I I I A :

T h e  im p ac t o f  s ta te  s e lf - in s u ra n c e  on  C H IA  c o u ld  be  s ig n i f ic a n t ly  o f f s e t  b y  s ta tu to ry  changes 
p e rm itt in g  th e  C H IA  b o a rd  to  a d m in is te r  the  p la n  in  a  m o re  e f fe c t iv e  a n d  b u s in e s s - lik e  m an n e r. 
F o r  in s tan ce , A la s k a ’ s h ig h  fe e s  c o u ld  be re d u c ed  by  a l lo w in g  m o re  c o m p e t it iv e  b id d in g  f o r  the 
a d m in is t ra t iv e  c o n tra c t . (A t ta c h m en t 3  c om p a re s  a d m in is t ra t iv e  fe e s  f o r  s im i la r  p la n s  in  A la s k a  
and  o th e r  s ta te s .) U n d e r  c u rre n t s ta tu te s , o n ly  the  m em b e rs  o f  C H IA  c an  b id  o n  the  c on tra c t .

S e v e ra l le g is la t iv e  ch an g e s  w e re  in tro d u c e d  in  1 9 9 6  as p a rt o f  a  c o m p re h e n s iv e  s t re a m lin in g  b i l l 
w h ic h  d id  n o t p a ss . T h is  y e a r , th e  C H IA  b o a rd  h as requ e s ted  s e p a ra te  le g is la t io n  to  h e lp  redu ce  
C H IA ’ s a d m in is t ra t iv e  c o s ts , re s u lt in g  in  lo w e r  a sse ssm en ts  n e c e s sa ry  to  m a in ta in  th e  C H IA  
p ro g ra m . I



A T T A C H M E N T  1

Calendar Year

" B o a r d  1 9 9 7 "  s h o w s  a c t u a l  n u m b e r s  t h r o u g h  1 9 9 6  a n d  C H I A  b o a r d  
p r o j e c t e d  n u m b e r s  t h r o u g h  1 9 9 9

" B o a r d  1 9 9 6 "  s h o w s  t h e  m o s t  l ik e ly  p r o j e c t i o n s  m a d e  in  1 9 9 6  b y  t h e  C H I A  b o a r d  

" A e t n a  1 9 9 6 "  s h o w s  t h e  p r o j e c t i o n s  m a d e  in  1 9 9 6  b y  A e t n a

f

-Board 1997 

-Board 1996 

-Aetna 1996



A N N U A L  R E P O R T  
O F

A L A S K A  C O M P R E H E N S I V E  
H E A L T H  I N S U R A N C E  A S S O C I A T I O N

J A N U A R Y  1 ,  1 9 9 5  -  D E C E M B E R  3 1 ,  1 9 9 5

ACHIA



I n t r o d u c t i o n
AC H IA  ANNUAL REPORT

T h e  A l a s k a  C o m p r e h e n s i v e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  ( A C H I A )  w a s  
e s t a b l i s h e d  b y  t h e  A l a s k a  L e g i s l a t u r e  t o  p r o v i d e  a c c e s s  t o  h e a l t h  
i n s u r a n c e  t o  a l l  r e s i d e n t s  o f  t h e  s t a t e  w h o  a r e  d e n i e d  a d e q u a t e  
h e a l t h  i n s u r a n c e  o r  w h o  a r e  c o n s i d e r e d  u n i n s u r a b l e .

A C H I A  i s  a  n o n p r o f i t  i n c o r p o r a t e d  l e g a l  e n t i t y  e s t a b l i s h e d  u n d e r  
t h e  p r o v i s i o n s  o f  A l a s k a  S t a t u t e  T i t l e  2 1 ,  C h a p t e r  5 5 ,  a n d  i s  
e x e m p t  f r o m  t h e  p a y m e n t  o f  f e e s  a n d  t a x e s  l e v i e d  b y  t h e  s t a t e  o r  
a n y  o f  i t s  p o l i t i c a l  s u b d i v i s i o n s  e x c e p t  t a x e s  l e v i e d  o n  r e a l  o r  
p e r s o n a l  p r o p e r t y .  T h e  P l a n  i s  g o v e r n e d  b y  a  B o a r d  o f  D i r e c t o r s  
c o m p o s e d  o f  s e v e n  i n d i v i d u a l s .  F i v e  d i r e c t o r s  a r e  p a r t i c i p a t i n g  
m e m b e r s  o f  t h e  a s s o c i a t i o n  a p p r o v e d  b y  t h e  d i r e c t o r  o f  t h e  
D i v i s i o n  o f  I n s u r a n c e  a n d  t w o  a r e  c o n s u m e r s  s e l e c t e d  b y  t h e  
d i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .  T h e  d i r e c t o r  o f  i n s u r a n c e  
o r  t h e  d i r e c t o r ' s  d e s i g n e e  s e r v e s  a s  a  n o n v o t i n g  e x  o f f i c i o  
m e m b e r  o f  t h e  B o a r d .

S i n c e  t h e  i m p l e m e n t a t i o n  d a t e  o f  t h e  P l a n ,  J a n u a r y  l ,  1 9 9 3 ,  A e t n a  
I n s u r a n c e  C o m p a n y  h a s  s e r v e d  a s  t h e  a d m i n i s t r a t o r  o f  t h e  P l a n .
A s  s u c h  A e t n a  p r o c e s s e s  a p p l i c a t i o n s  f o r  c o v e r a g e  u n d e r  t h e  p l a n ,  
c o l l e c t s  p r e m i u m ,  p a y s  c l a i m s  o n  b e h a l f  o f  t h e  a s s o c i a t i o n  a n d  
p e r f o r m s  o t h e r  a d m i n i s t r a t i v e  f u n c t i o n s  a s  p r o v i d e d  i n  t h e  
a d m i n i s t r a t i v e  c o n t r a c t .

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

A t  t h e  b e g i n n i n g  o f  1 9 9 5 ,  t h e r e  w e r e  1 2 7  i n s u r e d s  o n  t h e  p l a n .
A s  o f  D e c e m b e r  3 1 ,  1 9 9 5 ,  t h e r e  w e r e  1 7 9  i n s u r e d s .  D u r i n g  t h e  
y e a r ,  t h e r e  w e r e  9 3  n e w  i s s u e s  a n d  4 1  t e r m i n a t i o n s .  T e r m i n a t i o n s  
w e r e  d u e  t o  m a n y  r e a s o n s  i n c l u d i n g  t h e  e n a c t m e n t  i n  1 9 9 4  o f  
A l a s k a  S m a l l  G r o u p  R e f o r m  a n d  i n s u r e d s  l e a v i n g  t h e  s t a t e .

I n  1 9 9 5 ,  9 3  p o l i c i e s  w e r e  i s s u e d .  8 0  o f  t h e s e  p o l i c i e s  w e r e  s t i l l  
i n f o r c e  a n d  a c t i v e  o n  D e c e m b e r  3 1 ,  1 9 9 5 .



A C T IV E  POLICYHOLDERS BY GEOGRAPHIC AREA

N o t * - . .  t ' . i v e  b i l l i n g  a d d r e s s e s  a r e  o u t s i d e  A l a s k a .



O b s e r v a t i o n s  &  R e c o m m e n d a t i o n s

D u r i n g  1 9 9 5 ,  t h e  n u m b e r  o f  p o l i c y h o l d e r s  c o v e r e d  b y  A C H I A  
c o n t i n u e d  t o  i n c r e a s e  s t e a d i l y  e n d i n g  t h e  y e a r  w i t h  1 8 4  
i n d i v i d u a l s  c o v e r e d .  T h e  y e a r  e n d i n g  t o t a l s  f r o m  1 9 9 3  a n d  1 9 9 4  
w e r e  6 4  a n d  1 2 8 ,  r e s p e c t i v e l y .  O n  t h e  o t h e r  h a n d ,  i n c u r r e d  c l a i m  
t o t a l s  f o r  t h e  t h r e e  y e a r s  r e f l e c t  a  c o n s i d e r a b l y  d i f f e r e n t  
s l o p e ;  n a m e l y ,  $ 2 4 4 , 7 5 8  i n  1 9 9 3 ,  $ 8 0 5 , 6 4 2  i n  1 9 9 4 ,  a n d  $ 2 , 1 5 7 , 5 4 9  
i n  1 9 9 5 .  T h e s e  d i f f e r i n g  s l o p e s / t r e n d s ,  w h i c h  c o n t i n u e d  i n t o  
e a r l y  1 9 9 6 ,  c a u s e d  s o m e  c o n s i d e r a b l e  a l a r m  t o  t h e  A C H I A  B o a r d ,  
A C H I A  m e m b e r  c o m p a n i e s ,  t h e  D i r e c t o r  o f  I n s u r a n c e  a n d  S t a t e  
l e g i s l a t o r s .

P o l i c y h o l d e r s  b y  I s s u e  Age a t  
Y e a r  E nd  1 9 9 5

P o l i c y h o l d e r s  b v  
I s s u e  A g e  a t  

Y e a r  E n d  1 9 9 5

A g e  N u m b e r  
0 - 1 8  1 5

1 9 - 3 9  5 7
4 0 - 4 9  5 1
5 0 - 6 4  5 0
6 5 +  6

W h i l e  t h e  B o a r d  h a d  a s s u m e d  t h a t  a s  t h e  p o o l  a g e d  a n d  m a t u r e d ,  
t h e  c l a i m  a m o u n t s  w o u l d  g r o w ,  i t  w a s  c o n c e r n e d  a b o u t  t h i s  
d i f f e r i n g  t r e n d .  E x p e c t e d  r e a s o n s  f o r  i n c r e a s e d  c l a i m  l e v e l s  
i n c l u d e  t h e  e x p i r a t i o n  o f  p r e - e x i s t i n g  c o n d i t i o n  l i m i t s  a s  w e l l  
a s  t h e  i n i t i a l  b e h a v i o r a l  c h a n g e s  t h a t  r e s u l t  w h e n  s o m e o n e  w h o  
h a s  n o t  h a d  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  s o m e  p e r i o d  o f  t i m e ,  
o b t a i n s  c o v e r a g e  a n d  s e e s  p h y s i c i a n s  f o r  l o n g  s t a n d i n g  
c o n d i t i o n s .  T h i s  i s  e x a c e r b a t e d  i n  t h e  c a s e  o f  i n d i v i d u a l s  w h o  
a r e  e l i g i b l e  f o r  A C H I A  c o v e r a g e  s i n c e  t h e y  m u s t  p r o v e  t h a t  t h e y  
h a v e  s i g n i f i c a n t  h e a l t h  c o n d i t i o n s  i n  o r d e r  t o  p a r t i c i p a t e .

A s  a  r e s u l t  o f  t h i s  w o r s e n i n g  e x p e r i e n c e ,  i t  w a s  n e c e s s a r y  f o r  
t h e  B o a r d  t o  a c c e l e r a t e  a s s e s s m e n t s  a g a i n s t  t h e  m e m b e r  c o m p a n i e s .  
A n  i n i t i a l  a s s e s s m e n t  o f  $ 2 5 0 , 0 0 0  w a s  m a d e  i n  S e p t e m b e r  1 9 9 3  t o  
e s t a b l i s h  o p e r a t i n g  c a p i t a l .  T h i s  a s s e s s m e n t  g a v e  c r e d i t  f o r  t h e  
s e e d  m o n e y  a s s e s s m e n t  t h a t  h a d  b e e n  m a d e  e a r l y  i n  1 9 9 3 ,  b u t  w h i c h  
w a s  b a s e d  s o l e l y  o n  a  s e t  l e v e l  o f  $ 5 , 0 0 0  p e r  c o m p a n y  f o r  e a c h  o f  
t h e  t o p  t w e n t y  c o m p a n i e s .  B e c a u s e  p a i d  c l a i m s  w e r e  s o  m o d e s t  
d u r i n g  1 9 9 3  a n d  e a r l y  1 9 9 4 ,  a n d  s i n c e  t h e  B o a r d  h a d  l i t t l e  u p o n  
w h i c h  t o  e s t i m a t e  o r  p r o j e c t ,  i t  w a s  d i f f i c u l t  t o  a n t i c i p a t e  t h e  
t i m i n g  a n d  l e v e l  o f  t h e  n e x t  a s s e s s m e n t  f o l l o w i n g  S e p t e m b e r  1 9 9 3 .



A d d i t i o n a l  p r o b l e m s  c o m p l i c a t e d  t h e  p r o c e s s  o f  e s t a b l i s h i n g  t h e  
n e x t  a s s e s s m e n t .  F i r s t ,  t h e  c o m p a n i e s  t o  b e  a s s e s s e d  h a d  t o  b e  
d e t e r m i n e d .  M a n y  c o m p a n i e s  a r e  l i c e n s e d  i n  A l a s k a  t o  w r i t e  
h e a l t h  i n s u r a n c e  b u t  d o  n o t  a c t u a l l y  w r i t e  h e a l t h  i n s u r a n c e  a n d  
m u s t  b e  e x c l u d e d  f r o m  t h e  a s s e s s m e n t  c a l c u l a t i o n s .  S e c o n d ,  t h e  
p r e m i u m  u p o n  w h i c h  e a c h  c o m p a n y ' s  a s s e s s m e n t  i s  b a s e d  i s  
d e t e r m i n e d  b a s e d  o n  a n n u a l  s t a t e m e n t  d a t a  w h i c h  i n c l u d e s  a m o u n t s  
t h a t  a r e  n o t  a s s e s s a b l e  a n d  t h e r e f o r e  m u s t  b e  e x c l u d e d  f r o m  t h e  
c a l c u l a t i o n s .  F i n a l l y ,  t h e  B o a r d  a n d  t h e  A d m i n i s t r a t o r  w e r e  
h a v i n g  d i f f i c u l t y  i n  e s t a b l i s h i n g  t h e  n e c e s s a r y  r e p o r t s  a n d  t h e  
t i m i n g  o f  t h o s e  r e p o r t s  s o  t h a t  t i m e l y  d e t e r m i n a t i o n  o f  t h e  
n e c e s s a r y  a s s e s s m e n t s  c o u l d  b e  m a d e  b y  t h e  B o a r d .

F o l l o w i n g  a  d i s c u s s i o n  b e t w e e n  t h e  B o a r d  a n d  t h e  A d m i n i s t r a t o r  
t h a t  l a s t e d  f o r  e i g h t  m o n t h s ,  t h e  B o a r d  o r d e r e d  t h a t  a  $ 6 0 0 , 0 0 0  
a s s e s s m e n t  b e  m a d e  i n  A p r i l  1 9 9 5 .  T h i s  a s s e s s m e n t  w a s  f o l l o w e d  
i n  O c t o b e r  1 9 9 5  b y  a n  a s s e s s m e n t  f o r  $ 1 , 2 0 0 , 0 0 0 .  T h u s ,  b y  
y e a r - e n d  1 9 9 5 ,  t h e  p o o l  h a d  a  p o s i t i v e  c a s h  b a l a n c e  o f  $ 8 6 , 0 1 7 .  
H o w e v e r ,  c l a i m s  f o r  t h e  f i r s t  t w o  m o n t h s  o f  1 9 9 6  o v e r w h e l m e d  t h i s  
p o s i t i o n  a n d  o n  M a y  9 ,  1 9 9 6 ,  a  n e w  a s s e s s m e n t  f o r  $ 1 , 5 0 0 , 0 0 0  w a s  
m a i l e d  t o  m e m b e r  c o m p a n i e s .  I t  i s  n o w  h o p e d  t h a t  w i t h  
s t a b i l i z a t i o n  o f  t h e  p o o l ,  a s s e s s m e n t  n e e d s  c a n  b e  a n t i c i p a t e d  
f a r  e n o u g h  i n  a d v a n c e  t o  p r e v e n t  n e g a t i v e  c a s h  p o s i t i o n s .  I t  i s  
i m p o r t a n t  t o  n o t e  t h a t  t h e  a s s e s s m e n t s  a r e  p a i d  b y  t h e  i n s u r a n c e  
c a r r i e r s  o p e r a t i n g  i n  A l a s k a  b a s e d  o n  t h e i r  p r o p o r t i o n a t e  s h a r e  
o f  i n s u r e d  m e d i c a l  p r e m i u m .

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

T h e  r a p i d  i n c r e a s e  i n  t h e  c l a i m  t o  p r e m i u m  r a t i o  ( l o s s  r a t i o )  o f  
t h e  p o o l  w a s  v e r y  d i s t r e s s i n g  t o  e v e r y o n e  c o n n e c t e d  w i t h  t h e  
p o o l ,  p a r t i c u l a r l y  t h o s e  n o t  f a m i l i a r  w i t h  c h i s  t y p e  o f  
l e g i s l a t i o n .  N o r m a l l y ,  s u c h  a  r e s u l t  w o u l d  i n d i c a t e  t h e  n e e d  t o  
r a i s e  t h e  p r e m i u m s  a s  t h a t  i s  t h e  m o s t  d i r e c t  w a y  t o  r e d u c e  t h e  
l o s s  r a t i o .  I n  o r d e r  t o  p r e v e n t  t h e  p r e m i u m  c h a r g e d  b y  t h e  r i s k  
p o o l  f r o m  g e t t i n g  t o o  h i g h ,  t h e  l e g i s l a t i o n  p r o v i d e s  f o r  a  
m a x i m u m  p r e m i u m .  T h i s  m a x i m u m  p r e m i u m  i s  d e v e l o p e d  b y  o b t a i n i n g  
t h e  a v e r a g e  s t a n d a r d  r i s k  r a t e s  o f  t h e  t o p  5  c a r r i e r s  i n  t h e  
s t a t e  a n d  m u l t i p l y i n g  t h a t  a v e r a g e  b y  2 .  T h e  B o a r d  i n i t i a l l y  s e t  
t h e  p r e m i u m s  a t  1 . 7 5  t i m e s  t h i s  a v e r a g e  w h i c h  i s  l e s s  t h a n  t h e  
m a x i m u m  a l l o w e d .  I n  e a r l y  1 9 9 6 ,  t h e  B o a r d  d e c i d e d  t o  i n c r e a s e  
t h e  r a t e s  i n  o r d e r  t o  r e f l e c t  i n f l a t i o n  i n  c l a i m  l e v e l s  a n d  
s t a n d a r d  r i s k  p r e m i u m s  i n  t h e  A l a s k a  m a r k e t .  T h e  B o a r d  c h o s e  t o  
r e m a i n  a t  1 7 5 %  r a t h e r  t h a n  2 0 0 %  b e c a u s e  i t  w a s  f e l t  t h a t  t h e  2 0 0 %  
l e v e l  w o u l d  d r i v e  a w a y  t h e  i n d i v i d u a l s  w h o  w e r e  h e a l t h i e r  a n d  
r e s u l t  i n  a  l o s s  r a t i o  t h a t  w o u l d  b e  u n i m p r o v e d  o r  w o r s e n e d .
T h i s  p r e m i u m  i n c r e a s e  w h i c h  a v e r a g e d  a r o u n d  2 5 %  t o  3 0 %  w a s



e f f e c t i v e  J u l y  1 ,  1 9 9 6 .  T h i s  w a s  t h e  f i r s t  i n c r e a s e  s i n c e  t h e  
i n i t i a l  r a t e s  w e r e  d e t e r m i n e d  i n  A p r i l  1 9 9 3 .

T h e  B o a r d  s p e n t  a  g r e a t  d e a l  o f  t i m e  i n  l a t e  1 9 9 5  a n d  e a r l y  1 9 9 6  
a t t e m p t i n g  t o  d e v e l o p  s o m e  s t r a t e g y  f o r  d e a l i n g  w i t h  t h e  
f i n a n c i a l  s i t u a t i o n  i n  o r d e r  t o  l i m i t  f u t u r e  a s s e s s m e n t s .
H o w e v e r ,  t h e  B o a r d ' s  f l e x i b i l i t y  h a s  b e e n ,  a n d  r e m a i n s ,  l i m i t e d  
s i n c e  ( 1 )  t h e  p o l i c y  b e n e f i t s  a r e  d e t e r m i n e d  b y  t h e  l e g i s l a t i o n ,
( 2 )  t h e  p r e m i u m s  a r e  l i m i t e d  b y  t h e  l a w  ( a n d  b y  p r a c t i c a l  

a f f o r d a b i l i t y  l e v e l s ) ,  ( 3 )  n e w e r  t e c h n i q u e s  b e i n g  u s e d  e l s e w h e r e  
i n  t h e  i n s u r a n c e  i n d u s t r y ,  l i k e  m a n a g e d  c a r e ,  a r e  l i m i t e d  d u e  t o  
t h e  l e g i s l a t i v e  l a n g u a g e  a n d  ( 4 )  l e g i s l a t i o n  l i m i t s  
a d m i n i s t r a t i o n  o f  t h e  p o o l  t o  a  m e m b e r  c o m p a n y  w h i c h  m a y  n o t  
a l l o w  f o r  t h e  l o w e s t  c o s t  m e t h o d  o f  h a n d l i n g  t h e  a d m i n i s t r a t i o n .

S o m e  o f  t h e  a p p r o a c h e s  t h a t  t h e  B o a r d  h a s  t a k e n  w e r e  a s  f o l l o w s :
( 1 )  i m p l e m e n t a t i o n  o f  h i g h e r  d e d u c t i b l e / o u t - o f - p o c k e t  m a x i m u m  

p l a n s  t h a t  a r e  p r i c e d  a t  l o w e r  r a t e s  a n d  e n c o u r a g e  i n d i v i d u a l s  t o  
m a n a g e  t h e i r  c o s t s  b e t t e r ,  ( 2 )  h i r i n g  o f  a  c a s e  m a n a g e r  t o  h e l p  
c o n t r o l  c o s t s  w h i l e  a c h i e v i n g  b e t t e r  c a r e  f o r  t h e  i n d i v i d u a l s ,
( 3 )  r a i s i n g  t h e  p r e m i u m  l e v e l s  t o  o f f s e t  i n f l a t i o n ,  ( 4 )  

r e q u i r i n g ,  i n  c o o p e r a t i o n  w i t h  t h e  A d m i n i s t r a t o r ,  b e t t e r  a n d  m o r e  
t i m e l y  f i n a n c i a l  r e p o r t s  w i t h  w h i c h  t o  m o n i t o r  t h e  p l a n ,  ( 5 )  
e s t a b l i s h m e n t  o f  m o r e  e f f i c i e n t  a n d  a p p r o p r i a t e  a s s e s s m e n t  
p r o c e d u r e s  a n d  ( 6 )  d e v e l o p m e n t  o f  a  P P O  p l a n  t h a t  w i l l  t a k e  
a d v a n t a g e  o f  h o s p i t a l  d i s c o u n t s .

O n  M a r c h  7 ,  1 9 9 6 ,  C e c i l  B y k e r k ,  C h a i r p e r s o n ,  t e s t i f i e d  i n  J u n e a u  
b e f o r e  a  j o i n t  S e n a t e  a n d  H o u s e  h e a r i n g  c o n c e r n i n g  t h e  s t a t u s  o f  
A C H I A .  F o l l o w i n g  t h a t  h e a r i n g ,  t h e  B o a r d  w o r k e d  w i t h  t h e  
D i v i s i o n  o f  I n s u r a n c e  i n  d e v e l o p i n g  s o m e  l e g i s l a t i v e  l a n g u a g e  
t h a t  a d d r e s s e s  t h e  l i m i t a t i o n s  m e n t i o n e d  a b o v e .  T h i s  l a n g u a g e  
a d d r e s s e s  t h e  f o l l o w i n g  i s s u e s :  ( 1 )  T e c h n i c a l  c o r r e c t i o n s
r e g a r d i n g  r e p r e s e n t a t i o n  o n  t h e  B o a r d  i n  o r d e r  t o  a l l o w  p r o p e r  
i n p u t  f r o m  c o n s u m e r  r e p r e s e n t a t i v e s  a n d  s m a l l e r  m e m b e r  c o m p a n i e s ,
( 2 )  f l e x i b i l i t y  t o  a l l o w  d e v e l o p m e n t  o f  c o s t  c o n t a i n m e n t  m e t h o d s  

a s  w e l l  a s  i n c e n t i v e s  s u c h  a  P P O  n e t w o r k s ,  ( 3 )  t e c h n i c a l  
a d j u s t m e n t s  t o  t h e  l a n g u a g e  t o  a l l o w  r e d u c e d  c o m p l e x i t y  i n  t h e  
c a l c u l a t i o n  o f  p r e m i u m  r a t e s ,  ( 4 )  a l l o w a n c e  f o r  c o m p e t i t i v e  
b i d d i n g  o n  t h e  a d m i n i s t r a t i o n  o f  t h e  p l a n  t o  a l l o w  f o r  t h e  l o w e s t  
c o s t  ( b u t  a p p r o p r i a t e )  p r o v i d e r  o f  s e r v i c e  a n d  ( 5 )  a d d i t i o n a l  
t e c h n i c a l  c o r r e c t i o n s  t h a t  h a v e  b e c o m e  a p p a r e n t  o v e r  t h e  e a r l y  
y e a r s  o f  o p e r a t i o n  o f  t h e  p o o l .

W h i l e  t h e s e  l e g i s l a t i v e  c h a n g e s  w e r e  i n t r o d u c e d ,  t h e y  d i d  n o t  
p r o g r e s s  t o  e n a c t m e n t  d u r i n g  1 9 9 6 .  T h e  B o a r d  s t r o n g l y  r e c o m m e n d s  
e n a c t m e n t  o f  t h e  l e g i s l a t i o n  i n  1 9 9 7 .  A n  a d d i t i o n a l  n e e d  f o r  
l e g i s l a t i o n  h a s  b e e n  c r e a t e d  b y  t h e  e n a c t m e n t  a t  t h e  F e d e r a l  
l e v e l  o f  t h e  H e a l t h  I n s u r a n c e  P o r t a b i l i t y  a n d  A c c o u n t a b i l i t y  A c t  
o f  1 9 9 6 .  T h i s  A c t  p r o v i d e s  f o r  s t a t e s  t o  m e e t  c e r t a i n  
p o r t a b i l i t y  s t a n d a r d s .  T h e  s t a t e s  h a v e  s e v e r a l  o p t i o n s  i n  
m e e t i n g  t h e s e  s t a n d a r d s .  O n e  o p t i o n  i s  m e t  t h r o u g h  h a v i n g  a  p o o l  
i n  p l a c e  m u c h  l i k e  A C H I A .  H o w e v e r ,  i n  o r d e r  f o r  A C H I A  t o  s a t i s f y  
t h e  n e c e s s a r y  r e q u i r e m e n t s ,  t h e  l a w  m u s t  b e  a m e n d e d  t o  i n c l u d e  
a u t o m a t i c  e l i g i b i l i t y  f o r  i n d i v i d u a l s  ' w h o  a r e  e l i g i b l e  f o r  t h e  
p u r c h a s e  o f  c o v e r a g e  u n d e r  S e c t i o n  2 7 4 1 ( b )  o f  t h e  H e a l t h



I n s u r a n c e  P o r t a b i l i t y  a n d  A c c o u n t a b i l i t y  A c t  o f  1 9 9 6 . '  
A d d i t i o n a l l y ,  a n y o n e  w h o  p u r c h a s e s  c o v e r a g e  t h r o u g h  t h i s  
e l i g i b i l i t y  r o u t e  w i l l  n o t  b e  r e q u i r e d  t o  s e r v e  a  p r e - e x i s t i n g  
c o n d i t i o n  p e r i o d .  T h e  B o a r d  s t r o n g l y  r e c o m m e n d s  e n a c t m e n t  o f  
t h e s e  n e c e s s a r y  c h a n g e s .  T h e  c h a n g e s  m u s t  b e  c o m p l e t e d  a n d  
e f f e c t i v e  n o  l a t e r  t h a n  J u l y  1 ,  1 9 9 7  ( o r  J a n u a r y  1 ,  1 9 9 8  i n  
c e r t a i n  i n s t a n c e s ) ,  i n  o r d e r  t o  s a t i s f y  t h e  F e d e r a l  l e g i s l a t i o n .  
I n  a d d i t i o n ,  t h e  G o v e r n o r  i s  r e q u i r e d  t o  i n d i c a t e  t o  t h e  H e a l t h  
C a r e  F i n a n c i n g  A d m i n i s t r a t i o n  h o w  A l a s k a  i n t e n d s  t o  s a t i s f y  t h e  
r e q u i r e m e n t s  o f  t h e  A c t .

I n  s u m m a r y ,  t h e  B o a r d  f e e l s  t h a t  A C H I A  h a s  s e r v e d  a  u s e f u l  
p u r p o s e  t o  t h e  c i t i z e n s  o f  A l a s k a .  H o w e v e r ,  t h e  n e e d  i s  c l e a r l y  
p r e s e n t  f o r  a d j u s t m e n t  t o  t h e  s t a t u t e  i n  o r d e r  t o  a l l o w  t h e  
B o a r d ,  w i t h  a p p r o v a l  a n d  i n p u t  f r o m  t h e  D i r e c t o r  o f  I n s u r a n c e ,  t o  
b e t t e r  m a n a g e  t h e  o v e r a l l  c o s t  o f  t h e  p o o l .  A d d i t i o n a l l y ,  A C H I A  
c a n  p r o v i d e  f o r  t h e  r e q u i r e m e n t s  o f  F e d e r a l  l e g i s l a t i o n  t h a t  
m i g h t  o t h e r w i s e  c a u s e  s i g n i f i c a n t  d i s r u p t i o n  t o  t h e  p r i v a t e  
i n s u r a n c e  m a r k e t  i n  A l a s k a .

W h a t  a r e  t h e  B e n e f i t s ?

T h e  l i f e t i m e  m a x i m u m  b e n e f i t  i s  $ 1 , 0 0 0 , 0 0 0  f o r  a l l  i n j u r i e s  a n d  
s i c k n e s s e s  c o m b i n e d .  T h e  P l a n  p r o v i d e s  b e n e f i t s  w h i c h  i n c l u d e  
i n p a t i e n t  a n d  o u t p a t i e n t  h o s p i t a l  c a r e ,  o f f i c e  v i s i t s ,  s u r g e r y  
a n d  a n e s t h e s i a ,  x - r a y  a n d  l a b ,  r a d i a t i o n  a n d  c h e m o t h e r a p y ,  
a m b u l a n c e ,  o x y g e n ,  d u r a b l e  m e d i c a l  e q u i p m e n t ,  p r o s t h e t i c s ,  h o m e  
h e a l t h  c a r e ,  m a m m o g r a p h y ,  h o s p i c e  s e r v i c e s ,  p r e s c r i p t i o n  d r u g s ,  
p h e n y l k e t o n u r i a  t r e a t m e n t ,  t r e a t m e n t  f o r  c o m p l i c a t i o n s  o f  
p r e g n a n c y ,  m e n t a l  o r  n e r v o u s ,  a l c o h o l i s m  a n d  d r u g  a b u s e .

W h a t  I s  N o t  C o v e r e d ?

T h e  f o l l o w i n g  i s  a  b r i e f  l i s t  o f  e x p e n s e s  n o t  c o v e r e d  u n d e r  t h e  
P l a n  a n d  m a y  n o t  r e f l e c t  t h e  f u l l  e x t e n t  o f  t h e  p o l i c y  
l i m i t a t i o n s :  s e r v i c e s  t h a t  a r e  n o t  m e d i c a l l y  n e c e s s a r y ,  w e l l
b a b y  c a r e ,  e y e g l a s s e s ,  c o n t a c t  l e n s e s ,  h e a r i n g  a i d s ,  d e n t a l  c a r e ,  
a c u p u n c t u r e  t h e r a p y ,  r o u t i n e  p h y s i c a l  o r  p r e v e n t i v e  e x a m s ,  
p r e g n a n c y ,  T M J ,  e x p e r i m e n t a l  p r o c e d u r e s  ( i n c l u d i n g  r e l a t e d  
s e r v i c e s ,  d r u g s  a n d  o t h e r  s u p p l i e s ) ,  a n d  r e c o n s t r u c t i v e  o r  
c o s m e t i c  s u r g e r y .

D o e s  a  W a i t i n g  P e r i o d  A p p l y ?

T h e  P l a n  w i l )  n o t  c o v e r  e x p e n s e s  i n c u r r e d  d u r i n g  t h e  f i r s t  s i x  
m o n t h s  a f t e r  t h e  p o l i c y  d a t e  f o r  a  p r e e x i s t i n g  c o n d i t i o n .
P a y m e n t s  w i l l  b e  i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  p o l i c y ,  
h o w e v e r ,  i f  t h e  p e r s o n  h a d  c o v e r a g e  u n d e r  a n o t h e r  m e d i c a l  p l a n  
w h i c h  w a s  i n v o l u n t a r i l y  t e r m i n a t e d  a n d  c o v e r a g e  i s  a p p l i e d  f o r  
u n d e r  A C H I A  w i t h i n  3 1  d a y s  a f t e r  s u c h  i n v o l u n t a r y  t e r m i n a t i o n ,  
t h e  p r e e x i s t i n g  c o n d i t i o n  w a i t i n g  p e r i o d  w i l l  a p p l y  o n l y  t o  t h e  
e x c e s s ,  i f  a n y ,  o f  s i x  m o n t h s  o v e r  t h e  t i m e  c o v e r a g e  w a s  i n  f o r c e  
u n d e r  t h e  p r i o r  p l a n .



W ho I s  E l i g i b l e ?

E v e n  t h o u g h  M e d i c a r e  i s  p r o v i d e d ,  a  p e r s o n  m a y  s t i l l  b e  e l i g i b l e  
f o r  c o v e r a g e  u n d e r  t h i s  p l a n .  A n y  p e r s o n  i s  e l i g i b l e  f o r  t h e  
A C H I A  p l a n  i f  h e  o r  s h e :

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

•  i s  n o t  e l i g i b l e  f o r  c o v e r a g e  u n d e r  A S  2 1 . 5 6 ,  S m a l l  E m p l o y e r  
H e a l t h  R e f o r m ;

•  h a s  b e e n  a  r e s i d e n t  f o r  t h e  p a s t  1 2  m o n t h s  a n d  c o n t i n u e s  t o  
b e  a  r e s i d e n t  o f  A l a s k a ;  a n d

•  a t  l e a s t  o n e  o f  t h e  f o l l o w i n g :

-  h a s  r e c e i v e d  f r o m  tw o  h e a l t h  i n s u r e r s  n o t i c e  o f  r e j e c t i o n  f o r  
h e a l t h  i n s u r a n c e  d a t e d  w i t h i n  t h e  l a s t  s i x  m o n th s ;
-  h a s  r e c e i v e d  r e s t r i c t i v e  r i d e r s  t h a t  s u b s t a n t i a l l y  r e d u c e  
c o v e r a g e s ;
-  i s  c u r r e n t l y  i n s u r e d  u n d e r  s i m i l a r  i n s u r a n c e  a n d  t h e  c u r r e n t  
p rem iu m  e x c e e d s  t h e  CH IA  p l a n  p re m iu m ;
-  h a s  b e e n  o f f e r e d  c o v e r a g e  a t  a  r a t e  h i g h e r  t h a n  t h e  CH IA  p l a n  
p re m iu m , b a s e d  u p o n  c o m p a r a b le  d e d u c t i b l e s ,  c o i n s u r a n c e  a n d  
b e n e f i t s ;  o r
-  h a s  a n y  o f  t h e  c o n d i t i o n s  l i s t e d  b e l o w :

D e f i c i e n c y  S y n d rom e  (A ID S ) 
A lz h e im e r s  
A n g in a  P e c t o r i s  
A n o r e x i a  N e r v o s a  
A r t e r i o s c l e r o s i s  O b l i t e r a n  
A r t i c i a l  H e a r t  V a lv e  
A s c i t e s  
B r a i n  T um o rs  
C a rd io m y o p a t h y  
C e r e b r a l  P a l s y  
C h r o n i c  P a n c r e a t i t i s  
C i r r h o s i s  o f  t h e  L i v e r  
C o r o n a r y  I n s u f f i c i e n c y  
C o r o n a r y  O c c lu s i o n  
C r o h n ' s  D i s e a s e  
C y s t i c  F i b r o s i s  
D e rm a t o m y o s i t i s  
D i a b e t e s  
E p i l e p s y
F r i e d e r i c h ' s  D i s e a s e  
H e a r t  D i s o r d e r s  
H e m o p h i l i a  
H IV +
H o d g k in ' s  D i s e a s e  
H u n t i n g t o n ' s  C h o re a  
H y d r o c e p h a lu s  
I n t e r m i t t e n t  C l a u d i c a t i o n  
K id n e y  F a i l u r e  
L e a d  P o i s o n i n g  w i t h

A c q u i r e d  Immune M e n t a l R e t a r d a t i o n  
M e t a s t a t i c  C a n c e r  
M o t o r  o r  S e n s o r y  A p h a s ia  
M u l t i p l e  o r  D i s s e m in a t e d

S c l e r o s i s  
M u s c u la r  A t r o p h y  o r

D y s t r o p h y  
M y a s t h e n ia  G r a v i s  
M yo tom y
O b e s i t y  -  S u r g i c a l  T r e a tm e n t  
O pen  H e a r t  S u r g e r y  
P a r a p l e g i a  o r  Q u a d r i p l e g i a  
P a r k i n s o n ' s  D i s e a s e  
P e r i p h e r a l  A r t e r i o s c l e r o s i s

( i f  t r e a tm e n t  w i t h i n  l a s t
3 y r s )

P o l i o m y e l i t i s
P o l y a r t e r i t i s  ( P e r i a r t e r i t i s

N o d o s a )
P o s t e r o - l a t e r a l  S c l e r o s i s  
P s y c h o t i c  D i s o r d e r s  
R h e u m a to id  A r t h r i t i s  
S i c k l e  C e l l  A n em ia

S i l i c o s i s
S p l e n i c  A n em ia  (T r u e  B a n t i ' s

3 y n d ro m e )
S t i l l ' s  D i s e a s e  
S t r o k e  (CVA)
S y r i n g o m y e l i a
T a b e s  D o r s a l i s  ( l o c o m o t o r

C e r e b r a l  I n v o lv e m e n t  
L e u k e m ia
L u p u s  E r y t h e m a t o s u s  D i s s e m in a t e  
M a l i g n a n t  T um o r ( i f  t r e a t e d  o r

M e d i t e r r a n e a n  A n em ia ) 
T o p e c to m y  a n d  L o b o to m y  
U l c e r a t i v e  C o l i t i s  
W i l s o n ' s  D i s e a s e

A t a x i a )
T h a la s s e m ia  ( C o o l e y ' s  o r

h a s  o c c u r r e d  w i t h i n  l a s t  4 y r s )



W h at D e d u c t i b l e  O p t i o n s  a r e  A v a i l a b l e ?

S i x  d e d u c t i b l e  o p t i o n s  w e r e  a v a i l a b l e  d u r i n g  1 9 9 5 ,  $ 5 0 0 ,  $ 1 , 0 0 0 ,  
$ 1 , 5 0 0 ,  $ 2 , 5 0 0 ,  $ 5 , 0 0 0 ,  a n d  $ 1 0 , 0 0 0 .  A s  o f  D e c e m b e r  3 1 ,  1 9 9 5 ,  
t h e  p l a n  i n s u r e d  t h e  f o l l o w i n g :

1 9 9 5  Y a a r - E n d  A c t i v e  P o l i c y h o l d e r s  b y  P l a n  T y p e
M e d i c a r e

_____________________ D e d u c t i b l e __________________  S u p p l e m e n t
I s s u e s  5 0 0  1 . 0 0 0  1 . 5 0 0  2 . 5 0 0  5 . 0 0 0  1 0 . 0 0 0  A  I  T o t a l

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

1 0 0 0  D e d u c t ib le  A c t i v e  P o l i c y h o l d e r s  b y  P l a n  T y p e ,
1 9 9 5  Y e a r - E n d ,  A l l  I s s u e  Y e a r s

5 0 0  D e d u c t ib le

. nnn j  m i A c t i v e  P o l i c y h o l d e r s  b y  P la n  T y p e ,1 ,0 0 0  D e d u c t ib le  1 9 9 5  Y e a r _En(j ,  1 9 9 5 i SSUe s

1 ,5 0 0  D e d u c t ib le

5 0 0  D e d u c t ib le

1 ,5 0 0  D e d u c t ib le

2 ,5 0 0  D e d u c t ib le

M ed su p p  A
1 0 ,0 0 0  D e d u c t ib le  

5 , 0 0 0  D e d u c t ib le

M ed su p p  1

2,500 Deductible

M ed su p p  I

5,000 D eductible

M ed su p p  A  
1 0 ,0 0 0  D e d u c t ib le



W h a t a r e  t h e  R a t e s ?

M a j o r  M e d i c a l  R a t e s #  1 9 9 3  -  J u n e  3 0 ,  1 9 9 6

D e d u c t i b l e 6 5 0 0

O u t  o f  P o c k e t  6 2 , 0 0 0  
M a x i m u m

6 1 . 0 0 0

6 2 . 0 0 0

6 1 . 5 0 0

6 2 . 0 0 0

A g e M o n t h l y  Q u a r t e r l y M o n t h l y  Q u a r t e r l y M o n t h l y  Q u a r t e r l y

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

1 9 - 2 4 2 4 0 7 2 0 1 7 5 5 2 5 1 5 9 4 7 7

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

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

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

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

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

5 0 - 5 4 5 1 0 1 5 3 0 3 8 0 1 1 4 0 3 4 4 1 0 3 2

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

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

D e d u c t i b l e  6 2 , 5 0 0 $ 5 , 0 0 0 $ 1 0 ,  0 0 0

O u t  o f P o c k e t  $ 3 , 5 0 0 $ 7 , 5 0 0 $ 1 0 , 0 0 0

M a x i m u m

A g e M o n t h l y  Q u a r t e r l y M o n t h l y  Q u a r t e r l y M o n t h l y  Q u a r t e r l y

- 1 8 $  7 4 $ 2 2 2 $  5 2 $ 1 5 6 $  3 8 $ 1 1 4

1 9 - 2 4 1 3 1 3 9 3 9 2 2 7 6 6 7 2 0 1

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

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

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

4 0 - 4 4 2 0 1 6 0 3 1 4 1 4 2 3 1 0 2 3 0 6

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

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

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

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

M e d i c a r e  S u p p l e m e n t  R a t e s ,  1 9 9 3  -  J u n e  3 0 ,  1 9 9 6

P l a n  A  P l a n  I
A g e  M o n t h l y  Q u a r t e r l y  M o n t h l y  Q u a r t e r l y
- 6 9  $  7 9  $ 2 3 7  $ 1 8 2  $ 5 4 6

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



W h a t a r e  t h e  R a t e s ?

M a j o r  M e d i c a l  R a t e s ,  J u l y  1 ,  1 9 9 6

D e d u c t i b l e $ 2 0 0 $ 5 0 0 $ 1 , 0 0 0 $ 1 , 5 0 0

O u t  o f  P o c k e t  
M a x i m u m  $ 2 , 0 0 0 1 2 , 0 0 0 $ 2 , 0 0 0 $ 2 , 0 0 0

A g e M o n O r t l v M o n O r t l v M o n O r t l v M o n O r t l v
- 1 8 2 8 5 . 2 5 8 5 5 . 7 5 1 8 2 . 0 0 5 4 6 . 0 0 1 4 1 . 7 5 4 2 5 . 2 5 1 1 7 . 2 5 3 5 1 . 7 5

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

D e d u c t i b l e  $ 2 , 5 0 0 1 5 , 0 0 0 $ 1 0 , 0 0 0

O u t  o f  P o c k e t  
M a x i m u m  $ 3 , 5 0 0 1 2 . , 5 0 0 $ 1 0 , 0 0 0

A g e M o n O r t l v M o n O r t l v M o n O r t l v
- 1 8 9 9 . 7 5 2 9 9 . 2 5 6 6 . 5 0 1 9 9 . 5 0 5 7 . 7 5 1 7 3 . 2 5

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

M e d i c a r e  S u p p l e m e n t  R a t e s ,  J u l y  1 ,  1 9 9 6

P l a n  A  P l a n  I
A g e  M o n t h l y  Q u a r t e r l y  M o n t h l y  Q u a r t e r l y
- 6 9  1 1 0 . 2 5  3 3 0 . 7 5  2 8 8 . 7 5  8 6 6 . 2 5

7 0 - 7 4  1 2 4 . 2 5  3 7 2 . 7 5  3 1 6 . 7 5  9 5 0 . 2 5
7 5 - 7 9  1 3 6 . 5 0  4 0 9 . 5 0  3 4 3 . 0 0  1 0 2 9 . 0 0
8 0 +  1 4 7 . 0 0  4 4 1 . 0 0  3 8 8 . 5 0  1 1 6 5 . 5 0



P r i m a r y  M e d i c a l  C o n d i t i o n

A p p l i c a n t s  f o r  A C H I A  c o v e r a g e  a r e  a s k e d  t o  i d e n t i f y  t h e i r  p r i m a r y  
m e d i c a l  c o n d i t i o n .  T h e  m o s t  f r e q u e n t l y  l i s t e d  c a t e g o r y  i n c l u d e s  
c o n d i t i o n s  r e l a t e d  t o  a  h i s t o r y  o f  c a r d i o v a s c u l a r  c o n d i t i o n s .
T h e  n e x t  m o s t  l i s t e d  c a t e g o r i e s  i n c l u d e  p e o p l e  w i t h  d i a b e t e s ,  
n e u r o l o g i c a l ,  a n d  r e n a l  p r o b l e m s ,  f o l l o w e d  b y  c a n c e r ,  w e i g h t ,  
g a s t r o i n t e s t i n a l ,  o r  m u s c u l a r / s k e l e t a l  c o n d i t i o n s .  T h e s e  
c o n d i t i o n s ,  a s  w e l l  a s  e x p e r i e n c e  f r o m  m e m b e r  c o m p a n i e s ,  m a k e  u p  
a  l i s t  o f  s p e c i f i e d  c o n d i t i o n s  f o r  e l i g i b i l i t y  i n  t h e  p r o g r a m  i n  
a d d i t i o n  t o  t h e  r e j e c t i o n s  f o r m e r l y  r e q u e s t e d .

P o l i c y h o l d e r s  Y e a r - E n d  1 9 9 5

1 9 9 5  I s s u e s  I n f o r c e  a t  Y e a r - E n d



F i n a n c i a l

T h i s  s e c t i o n  d e t a i l s  t h e  p o l i c y  y e a r  f i n a n c i a l  e x p e r i e n c e  f o r  t h e  
P l a n  c o v e r a g e .  E x h i b i t  1  i s  t h e  A C H I A  b a l a n c e  s h e e t  f o r  y e a r s  
e n d e d  1 9 9 4  a n d  1 9 9 5 .  E x h i b i t  2  s h o w s  t h e  r e v e n u e s ,  e x p e n s e s  a n d  
c h a n g e s  i n  t h e  f u n d  b a l a n c e .  A C H I A  b e g a n  1 9 9 5  w i t h  a  f u n d  
b a l a n c e  o f  $ ( 4 9 0 , 9 8 2 ) ,  a n d  e n d e d  w i t h  $ ( 5 7 0 , 0 6 3 ) ,  b a s e d  o n  1 9 9 5  
r e v e n u e s  o f  $ 2 , 2 5 7 , 3 7 7 ,  a n d  e x p e n s e s  o f  $ 2 , 3 3 6 , 4 5 8 .  E x h i b i t  3  
s h o w s  t h e  c a s h  f l o w  f o r  1 9 9 4  a n d  1 9 9 5 .



B oard o f  D ir e c t o r s

T he  B o a r d  o f  D i r e c t o r s  f o r  1 9 9 5  a r e :  

E l a i n e  H u r l e y
5 4 0  W e s t I n t n l  A i r p o r t  R o a d  
A n c h o ra g e , AK 9 9 5 1 8  
p h : ( 9 0 7 )  5 6 1 - 5 3 3 5
f a x :  ( 9 0 7 )  5 6 4 - 7 4 2 9  
h om e : ( 9 0 7 )  5 2 2 - 1 0 9 7

R o s s  B l a k e r ,  CEBS 
A e tn a  L i f e  & C a s u a l t y  
4 3 0 0  B S t r e e t ,  S u i t e  2 0 5  
A n c h o ra g e , AK 9 9 5 0 3  
p h : ( 9 0 7 )  5 6 3 - 0 4 3 3
F a x :  ( 9 0 7 )  5 6 1 - 2 3 6 2

C e c i l  D . B y k e r k ,  C h a irm a n  
E x e c u t i v e  V . P .  & C h i e f  A c t u a r y  
4 A c t u a r i a l
M u tu a l o f  Omaha I n s u r a n c e  
C om pany
M u tu a l o f  Omaha P l a z a  
Om aha, NE 6 8 1 7 5  
p h :  ( 4 0 2 )  3 5 1 - 2 5 3 4
f a x :  ( 4 0 2 )  3 5 1 - 2 4 6 5

B i l l  D owden
G o ld e n  R u le  I n s u r a n c e  C o . 
7 4 4 0  W o o d la n d  D r i v e  
I n d i a n a p o l i s ,  IN  4 6 2 7 8 - 1 7 1 9  
p h :  ( 3 1 7 )  2 9 7 - 4 1 2 3
f a x :  ( 3 1 7 )  2 9 7 - 0 9 0 8

Jam es  T y s v e r
B lu e  C r o s s  o f  W a s h in g to n  & 
A la s k a
7 0 0 1  2 2 0 t h  S t r e e t  S .W . ,  B ld g .  3
M o u n t la k e  T e r r a c e ,  WA
9 8 0 4 3 - 2 1 2 4
p h :  ( 2 0 6 )  6 7 0 - 4 5 5 3
f a x :  ( 2 0 6 )  6 7 0 - 4 9 0 0

R o b e r t  N ie b r u g g e ,  V i c e  C h a irm a n  
B o x  4 1 8 7
3 5 2 1  S k y  R a n c h  L o o p  
P a lm e r ,  AK 9 9 6 4 5  
p h :  ( 9 0 7 )  7 4 6 - 3 2 5 6
f a x :  ( 9 0 7 )  7 4 5 - 3 1 1 0

C h r i s t i n a  P a lm e - K r i z a k  
F o r t i s ,  I n c .
5 0 0  B e l l e n b e r g  D r i v e  
W o o d b u ry , MN 5 5 1 2 5  
P .O .  B o x  6 4 2 7 1  
S t .  P a u l ,  MN 5 5 1 6 4  
p h :  8 0 0 - 8 0 0 - 2 0 0 0 ,  e x t .  4 0 0 9
( 6 1 2 )  7 3 8 - 4 0 0 9  
f a x :  ( 6 1 2 )  7 3 8 - 4 1 8 7

K a t i e  C a m p b e l l
e x - o f f i c i o  m em ber
S t a t e  o f  A la s k a  D i v i s i o n  o f
I n s u r a n c e
3 3 3  W i l lo u g h b y
J u n e a u , AK 9 9 8 0 1
p h :  ( 9 0 7 )  4 6 5 - 4 6 0 7
f a x :  ( 9 0 7 )  4 6 5 - 3 4 2 2



E x h ib it  1
A la s k a  C om p re h e n s iv e  H e a lth  In s u ra n c e  A s s o c ia t io n  

B a la n c e  Sh ee t 

D e c e m b e r  3 1 ,  1 9 9 5  and  1 9 9 4

Assets
1 9 9 5  1 9 9 4

C a sh  $ 8 6 , 0 1 7  $ 2 9 , 2 8 7
F u n d s  h e ld  b y  w r it in g  c a r r ie r  5 0 ,2 0 6  0
A ssessm en ts  re c e iv a b le  4 6 .2 1 3 ________________ _________ 0

1 8 2 ,4 3 6  2 9 ,2 8 7

L ia b i li t ie s  and  F u n d  B a la n c e  

1 9 9 5  1 9 9 4

R e s e rv e  f o r  c la im s  an d  c la im  
a d ju s tm en t e xp en se s  $ 6 7 4 , 6 7 3  $ 4 2 0 ,8 7 1

F u n d s  du e  t o  w r it in g  c a r r ie r  0  1 9 ,8 6 5
U n e a rn e d  p rem iu m s  3 4 , 1 9 8  3 5 ,9 0 5
A ssessm en ts  c o l le c te d  in  a d v a n c e  4 3 , 6 2 8  4 3 ,6 2 8
F u n d  b a lan ce  ( 5 7 0 .0 6 3 1  ( 4 9 0 . 9 8 2 )

1 8 2 ,4 3 6  2 9 ,2 6 7



E xh ib it  2
S T A T E M E N T S  O F  R E V E N U E S ,  E X P E N S E S  

A N D  C H A N G E S  IN  F U N D  B A L A N C E  (D E F IC I T )

Y e a r s  en d ed  D e c e m b e r  3 1 , 1 9 9 5  and  1 9 9 4

1 9 9 5  1 9 9 4
R e v e n u e s :

M e m b e r a s se ssm en ts  $ 1 ,7 7 5 ,6 1 5  $
P rem iu m s  e a rn e d  4 8 0 ,7 0 8  3 2 8 ,9 6 2
In te re s t in c om e  1 .0 5 4  ________ 5 .9 2 6

2 . 2 5 7 . 3 7 7  3 3 4 .8 8 8

E xp en se s :
C la im s  P a id  $ 1 ,9 0 3 ,7 4 7  4 7 4 , 6 1 9
C h an g e  in c la im s  an d  c ia im  

ad ju s tm en t e x p en se  re s e rv e s  2 5 3 ,8 0 2  3 3 1 ,0 2 3
A d m in is t ra t iv e  s e rv ic e s  1 5 6 ,2 9 7  9 7 ,8 3 1
A c c o u n t in g  s e rv ic e s  1 2 ,7 2 0  8 ,7 7 5
S e c re ta r ia l s e rv ic e s  4 , 0 9 0  3 ,0 2 6
B o a rd  m ee tin g s  1 ,8 8 1  2 , 6 9 0
T e le p h o n e  1 ,6 5 8  8 6 9
P o s ta g e  171  1 2 9
P r in t in g  1 ,0 3 8  6 2
B a n k  fe e s  1 .0 5 4  _____ 2 1

$ 2 . 3 3 6 . 4 5 8  9 1 9 .0 4 5
E x c e s s  (d e f ic ie n c y ) o f  

re v e n u e s  o v e r  e xp en se s  ( 7 9 , 0 8 1 )  ( 5 8 4 , 1 5 7 )

F u n d  b a la n c e  a t b eg in n in g  o f  y e a r  ( 4 9 0 . 9 8 2 )  9 3 . 1 7 5

F u n d  b a la n c e  (d e f ic i t )  a t end  o f  y e a r  $  ( 5 7 0 . 0 6 3 )  $  ( 4 9 0 . 9 8 2 )



E x h ib it  3
S T A T E M E N T S  O F  C A S H  F L O W S  

Y e a r s  end ed  D e c e m b e r  3 1 , 1 9 9 5  and  1 9 9 4

Cash flow s from  opera ting  activities:
Assessments co llected from  members 
Prem ium s co llected from  insureds 
Interest received
C la im s and c la im  ad justm ent expenses paid 
Cash pa id  to  adm in istra tors and supp lie rs in  excess 

o f  c la im s and other expenses paid  b y  w riting ca rrie r 
N et cash prov ided (u sed ) by

operating activ ities and net 
increase (decrease ) in cash

Cash at beginning o f  y e a r 

Cash a t end o f  y e a r

R econc ilia tion  o f  excess (de fic iency) o f  revenues o ve r
expenses to  net cash p rov ided (u sed ) by operating 
activities:

Excess (d e fic ien cy ) o f  revenues o v e r expenses 

Adjustm ents:
Increase in assessments receivab le 
Decrease (inc rease ) in funds he ld by  w riting ca rrie r 
(D ec rease ) increase in accounts payab le  
Increase in reserve fo r  c la im s and c la im  adjustment 

expenses
(D ec rea se ) Increase in unearned prem ium s

1995 1994

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

1 ,0 54  5 ,9 2 6
(1 ,9 0 3 ,7 4 7 )  (4 9 3 ,9 6 1 )

(1 7 8 ,9 0 9 )  (9 5 ,7 4 1 )
------ V/

5 6 ,7 3 0 (1 7 ,6 1 2 )

2 9 .2 8 7 4 6 .8 9 9

8 6 .0 1 7 2 9 .2 8 7

(7 9 ,0 8 1 ) (5 8 4 ,1 5 7 )

(4 6 ,2 1 6 ) 0
(7 0 ,0 7 1 ) 2 1 7 ,4 2 0

0 (1 ,6 8 0 )

2 5 3 ,8 0 2 3 3 1 ,0 2 3
0 , 7 0 7 ) 1 9 .7 8 2

T o ta l adjustments 135 .8 11  5 6 6 .5 4 5

N et cash prov ided (used )
by operating activities $(17.612)
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O V E R V IE W  
I^A SSEBA U M /K EN N ED Y  B IL L  

Presented by Marianne K. Burke, D irector D ivision of Insurance

Overview: P.L. 104-191, commonly called Kassebaum/Kennedy (K/K), creates federal standards for both the individual and group health insurance markets, but it does permit substantial state flexibility for compliance. The law requires insurers to offer coverage to a ll small employers that apply for coverage and to individuals meeting certain requirements (guaranteed issue); to guarantee renew coverage in both the group and individual markets (guaranteed renewal); and to lim it the use o f preexisting condition exclusions in  the group market and elim inate them in  the ind iv idua l market fo r eligible individuals. However, the federal law does not lim it the premiums that issuers can charge for any type of coverage.
Preemption: The test fo r preemption in all cases EXCEPT for provisions relating to preexisting condition exclusions is: whether the state’s standards and requirements would prevent the application o f the federal law.
The test fo r preemption for provisions affecting preexisting condition exclusions is: The federal law DOES “supersede any provision o f State lawwhich establishes, implements, or continues in effect a standard or requirement applicable to imposition of a preexisting condition exclusion specifically governed by the lav/ (in ERISA section 701 or PHSA section 2701) which differs from the standards or requirements in those sections, UNLESS the State provision meets one of seven specific exceptions.

I . G e n e r a l  P o i n t s

II. Group Market
K/K requires guaranteed issue o f a ll products in the small group market.This is a relatively radical requirement for a number of states. The federal law is also very specific that a small group is a group o f 2 1 o at least 50. States may extend the law’s guaranteed issue protection to larger groups, and include groups of 1 i f  they cover the self-employed in the small group rather than the inuividual market.
The guaranteed renewability requirement applies to groups o f a ll sizes.
The rules restricting the use of preexisting conditions exclusions and prohibiting the use of health status-related factors for purposes of issuing and renewing coverage apply to groups o f a ll sizes.
NAIC 1992 Small Group Model
Alaska adopted a modified version of the NAIC’s 1992 Small Group Model.
The 1992 Small Group Model only requires guaranteed issue of a basic and standard health benefit plan by all health carriers doing business in a state’s
MKB/cw4250 Inn -1 - 012997n



small group market. A state with this model will therefore need to expand the 
guaranteed issue requirement to all products offered by the insurer. K/K requires 
guaranteed issue of all products in the small group market.

The 1992 Small Group Model requires guaranteed renewability, subject to certain 
exceptions. In general these exceptions are consistent with the federal law, but 
need the revisions suggested by the P.L. 104-191 States Implementation Working 
Group.

The 1992 Small Group Model allows a preexisting condition exclusion of twelve 
months. This is consistent with K/K, except that the model requires certain 
revisions to prohibit preexisting condition exclusions based on pregnancy as a 
preexisting condition and to extend the permissible period for a gap in coverage to 
63 days.

Another key issue is the definition of “small employer.” The federal law is very 
specific tha t there is guaranteed issue for groups of 2 to at least 50, and it sots 
forth the method of calculating that group. The 1992 Model must be modified as 
suggested to conform to the federal requirements.

The 1992 Model must also be revised to ensure that its concept of “qualifying 
previous coverage” and “qualifying existing coverage” are consistent with the 
federal law’s concept of “creditable coverage.”

I I I . In d iv id u a l M a rk e t
We would like to review the possible scenarios for implementing an acceptable 
alternative mechanism to meet the requirements of K/K for the individual market.

The law requires that an a c c e p ta b le  a lte rn a t iv e  m e ch an ism  meet f o u r  
r e q u irem en ts :

1. It must provide eligible individuals with a c h o ic e  of coverage;
2. It cannot im )ose any p re e x is t in g  c o n d it io n  e x c lu s io n s  for eligible 

individuals;
3. The choice must include at least one policy form tl is:

(i) comparable to c om p re h e n s iv e  c o v e ra g e  in the individual market in the 
state; o r

(ii) comparable to the s ta n d a rd  plan under the state’s small group or 
individual laws;

-A N D -
4. The state must be implementing on e  o f  th r e e  things:

(a) one of the tw o  N A IC  m od e ls  law s  on individual market reform;
(b) a qualified h ig h  r is k  p o o l as defined in the law; or
(c) (i) a mechanism providing for r is k  a d ju s tm en t , r is k  s p re a d in g , or a 

risk spreading mechanism or otherwise provides for some f in a n c ia l 
s u b s id iz a t io n  of eligible individuals; or
(ii) a mechanism allowing eligible individuals a c h o ic e  o f  a ll a v a ila b le  
individual health insurance coverage.
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Under the federal law, an eligible individual:

(1) has had, in the aggregate, at least 18 months of creditable coverage;
(2) the most recent coverage is under a group, governmental, or church plan 

including a self insured grc up;
(3) is not eligible for any other coverage, including Medicare, Medicaid, etc.;
(4) has not had coverage terminated for nonpayment of premiums or fraud;
(5) has exhausted a COBRA continuation option if one was available;
(6) has had no gap in coverage exceeding 63 days.

Given these requirements, what are a state’s options?

O p tio n  1: G u a ra n te e d  is su e  o f  a ll p r o d u c ts  in  th e  in d iv id u a l m a rk e t .
States that already have guaranteed issue of all products in the individual market 
will have to do little to comply with the federal law’s requirements. However, 
even these states must ensure that any state restrictions limiting the individuals 
eligible for guaranteed issue do not prevent those individuals who are eligible for 
guaranteed issue under the federal law from obtaining coverage. The state must 
also ensure tha t its high risk pool does not impose any preexisting condition 
exclusions for federally defined eligible individuals.

O p tio n  2 : H ig h  r is k  p o o l .
The federal law defines a qualified high risk pool as one that:

(1) Provides coverage to all eligible individuals.
(2) Does not impose a preexisting condition on an eligible individual;
(3) Provides for premium rates and covered benefits for such coverage consistent 

with the NAIC’s Model Health Plan for Uninsurable Individuals Model Act 
(i.e., premium rates do not exceed 200 percent of standard risk rates);

States that choose this option will have to make sure that their risk pool meets 
the requirements above. Other issues raised by the high risk pool:

(1) Can state residency requirements stand?
(2) Must the high risk pool provide a choice of more than one policy? Will one 

policy with a choice of deductibles suffice?
(3) What is a “comprehensive” policy with respect to a state’s individual market?

O p tio n  3 : A d o p t  o n e  o f  th e  tw o  N A IC  in d iv id u a l m a rk e t  m od e ls .
K/K references the two NAIC models addressing individual market reform: (1) the 
Small Employer and Individual Health Insurance Availability Model Act, as it 
relates to the individual m arket (“Availability” Model); and (2) the Individual 
Health Insurance Portability Model Act (“Portability” Model).

Adoption of one of these models will constitute an acceptable alternative 
mechanism, provided that the other three criteria are met: a choice of coverage for 
all federally defined eligible individuals, which includes a choice of a 
comprehensive policy, and no preexisting condition exclusions for these 
individuals.
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These two models are being reviewed and revised by the NAIC P.L. 104-191 States 
Implementation Working Group to make the revisions required for compliance 
with K/K.

G en e ra l S t r u c tu r e  o f  th e  A v a ila b ility  M od e l
In the small group market, the Availability Model requires guaranteed issue of all 
products, including a standard and basic plan. In the individual market it also 
requires guaranteed issue of all products, including a standard and basic plan, but 
sets out two options: a year-round guaranteed issue requirement, or a rolling 
open enrollment option which guarantees an individual one-month each year in 
which to obtain a product. It requires adjusted community rating, with variations 
allowed only for geographic area, family composition, and age.

It requires guaranteed renewability for both small group and individual products, 
subject to standard exceptions such as fraud or misrepresentation, nonpayment of 
premiums, etc. In general these exceptions are consistent with the requirements 
of the federal law, subject to some deviations.

In general the Availability Model’s provisions for preexisting condition exclusions, 
definition of preexisting condition, eligible individual, etc. are similar to the 
requirements of the federal law. However, it allows a twelve-month preexisting 
condition exclusion and therefore must be modified to prohibit any exclusions for 
federally defined eligible individuals. Also, the concept of “crediting” coverage and 
shortening preexisting condition exclusions accordingly differs somewhat, as do • 
some slight elements of the phrasing of the definitions. Because of the very 
preemptive language of the federal law for state provisions tha t address 
preexisting condition exclusions, some revisions have been made to the language of 
this model.

G en e ra l S t r u c tu r e  o f  th e  P o r ta b i l i ty  M od e l
The Portability Model addresses only the individual market. It requires 
guaranteed issue of a basic and a standard plan by all health carriers doing 
business in the state’s individual market. The director establishes by regulation 
the form and level of coverage of the basic and standard health benefit plans. It 
permits rating bands, subject to certain requirements.

The Portability Model requires guaranteed renewability of individual health 
benefit plans.

It allows a twelve-month preexisting condition exclusion and therefore must be 
modified to prohibit any exclusions for federally defined eligible individuals.

O p t io n  4 : M a n d a to r y  g r o u p  c on v e rs io n  p o lic ie s .
Some states have mandatory group conversion policies. These policies will not 
apply to individuals covered by self-funded ERISA plans. Therefore, such laws 
alone will not enable a state to comply with K/K because they will not protect 
many individuals who are entitled to protection under the federal law. Alaska 
does not have mandatory group conversion policies.

MKB/cw42G0ma -4- 012997u



O p t io n  5 : O p en  e n ro llm en t b y  on e  o r  m o re  h e a l th  in s u r a n c e  is su e rs .
States that have implemented open enrollment by one or more insurers have in 
place a broader protection than that afforded by the rolling open enrollment option 
of the NAIC Availability Model. However, the rolling open enrollment option as 
set forth in the revised NAIC model is sufficient for compliance with K/K’s 
guaranteed issue requirements because it would allow federally defined eligible 
individuals to have 63 days to obtain coverage and would not require them to wait 
until the month of their birthday. Under the NAIC model, other individuals with 
previous coverage could obtain coverage within 31 days of the termination of the 
previous coverage. Not available in Alaska.

O p t io n  6 : S om e  c om b in a t io n  o f  th e  4  o p t io n s  a b ov e .
The federal law permits states to have some combination of permissible 
mechanism. (Section 2744(a)(2).) The law does not specify whether a state must 
offer every eligible individual the same choices, or whether it may provide 
different groups with different choices.

Another point is that some mechanisms already contained in state law will not 
protect individuals whose previous coverage was in a self-funded ERISA plan.
This is a problem with mandatory conversion laws, as noted above.

O p t io n  7: R e ly  on  fe d e r a l f a l lb a c k  s ta n d a rd s  in s te a d  o f  im p lem en t in g  an  
a lte rn a t iv e  m e ch an ism .
G u a ra n te e d  A v a ila b i l i ty : Federal standards apply if there is No State 
Alternative Mechanism. (Section 2741(c)). Therefore, in states that do NOT 
implement an acceptable alternative mechanism under Section 2744, the following 
standards and exceptions apply:

A. The h e a l th  in s u r a n c e  is s u e r  may e le c t  to limit coverage to eligible persons 
to a c h o ic e  of only tw o  d if fe r e n t p o l ic y  fo rm s  (Section 2741(c)), both of 
which must:

(1) be designed for, made generally available to, are actively marketed to, 
and enroll both eligible a n d  other individuals; an d

(2) Either:

(a) be the “most popular policy forms:” The forms with the largest and 
second largest p r e m iu m  v o lum e  in the state or applicable 
marketing or service area (as defined in regulation); o r

(b) be “policy forms with representative coverage:” Be a lower level and 
a higher level form, each of which contains benefits substantially 
similar to other individual coverage offered by the issuer AND each of 
which is covered under some risk spreading mechanism.

(i) Lower level coverage is defined as having an actuarial value of 
85-100% of the weighted average;

(ii) Higher level coverage is defined as having an actuarial value of 
a t least 15% greater than lower level coverage and between 100- 
120% of the weighted average;
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(iii) A risk spreading mechanism must provide for risk adjustment, 
risk spreading, or a risk spreading mechanism (either among 
issuers or among the policies of an issuer); or must otherwise 
provide for some financial subsidization for eligible individuals, 
including through assistance to participating issuers. (Sec. 
2744(c)(3)(A).)

(3) For purposes of Section 2741(c), policy forms which have different cost- 
sharing arrangements or different riders shall be considered different 
policy forms.

B. Special Rules for Network Plans: (These apply if the state does not 
implement an alternative mechanism):

(1) A network plan may limit enrollees to those who live, reside or work in 
the se . vice area;

(2) A network plan may deny coverage based on the plan’s enrollment 
capacity limits, as long as coverage is denied uniformly without regard to 
health status-related factors;

(3) If coverage is denied based on service capacity, the issuer is suspended 
from offering new coverage in the service area for 180 days;

C. Exception for Financial Capacity: (This applies if the state does not 
implement an alternative mechanism.)

(1) Health insurance issuer may deny health insurance coverage in the 
individual market to an eligible individual if the issuer demonstrates to 
the director that:

(a) It lacks financial reserves necessary to underwrite additional 
coverage; AND

(b) Is applying this denial uniformly to all individuals in the state’s 
individual market, consistently with state law and without regard to 
health status-related factors and without regard to whether 
individuals are eligible individuals.

(2) If an issuer denies coverage based on financial capacity, it is suspended 
from offering coverage in the individual market in tha t service area for 
the later of: 180 days from the date of denial; or until the issuer 
demonstrates to the director, if required under state law, that it has 
sufficient financial reserves to underwrite additional coverage.

G u a ra n te e d  R en ew ab il ity
A. Federal Standards apply REGARDLESS of whether the state is implementing 

an alternative mechanism for guaranteed issue.

B. All individuals enjoy guaranteed renewability, not just individuals eligible for 
guaranteed issue.
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(1) Nonpayment of premiums;

(2) Fraud or intentional misrepresentation of a material fact by an 
individual;

(3) Termination of a product: Issuer must provide notice to enrollee 90 days 
before termination, offer option to purchase any other individual product 
offered by the issuer, and act uniformly without regard to health status- 
related factors;

(4) Discontinuance of all individual coverage: Issuer must provide notice to 
the director and enrollees 180 days before termination, and is prohibited 
from market reentry for 5 years after date of last discontinuation due to 
nonrenewal.

(5) Network plans: Issuer may nonrenew if the individual no longer resides, 
lives, or works in the service area, provided that the issuer nonrenews 
uniformly, without regard to health status-related factors.

(6) Association membership ceases: Issuer may nonrenew if the individual 
ceases to be a member of the association through which coverage is 
obtained, provided that the issuer nonrenews uniformly, without regard 
to health status-related factors.

(7) Modification of coverage: At the time of coverage renewal, issuer may 
modify the policy form consistent with state law and provided that 
modification is effective on uniform basis among all individuals having 
tha t policy form.

C. Excep tions to  g u aranteed  re n ew ab ility  requirem ent:

IV . O th e r  Issu e s
M a n d a to ry  M a te rn ity  C o v e ra g e
The Newborns’ and Mothers’ Health Protection Act of 1996 is an amendment to 
the Health Insurance Portability and Accountability Act of 1996 ( P.L. 104-191).
It applies to health care coverage sold in both the small and large group markets 
and the individual market.

The Act prohibits group health plans and health insurance issuers from restricting 
hospital coverage in connection with childbirth to less than 48 hours for a normal 
vaginal delivery and less than 96 hours for a cesarean section. It also prohibits 
plans from requiring the provider to obtain authorization for stays of this length. 
However, these exceptions do not apply to any case in which the decision to 
discharge the mother earlier than these minimum periods is made “by an 
attending provider in consultation with the mother.”

The law also prohibits a group health plan or health insurance issuer from 
denying coverage to a mother or child to avoid the law’s requirements, or from 
offering them financial incentives to reduce the length of stay. Nor may group 
health plans and health insurance issuers penalize attending providers for 
complying with the law or create financial incentives for providers that are 
inconsistent with the law.
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The law contains three broad exceptions to the preemption of state law addressing 
hospital stays for childbirth. State law is NOT preempted if: (1) the state law 
requires coverage for a minimum of 48 he urs for normal vaginal delivery and 96 
hours for cesarean section; or (2) the state law requires coverage for maternity and 
pediatric care in accordance with guidelines issued either by the American College 
of Obstetricians and Gynecologists, or the Amt rican Academy of Pediatrics, “or 
other established professional medical associations”; or (3) the state law requires 
that, in connection with coverage for maternity care, the decision about the 
hospital length of stay is left to (or requires to be made by) the attending provider 
in consultation with the mother.

The law also directs the Secretary of the U.S. Department of Health and Human 
Services to appoint an advisory panel to review studies that the Act requires the 
Secretary to undertake and to develop a consensus about the appropriateness of 
the Act’s requirements. The advisory panel is to include representation from 
number of specified entities, including states and entities having expertise in 
consumer issues.

Because this Act is an amendment to P.L. 104-191 (Kassenbaum-Kennedy), the 
enforcement provisions of tha t act also apply to this law. States will enforce the 
maternity provisions against insurance carriers and entities under state 
jurisdiction unless the HHS Secretary determines tha t a state has failed to 
substantially enforce a provision, in which case the HHS Secretary will enforce the 
law. The Secretary of the U.S. Department of Labor will enforce the law with 
respect to ERISA plans.

The Act is effective January 1, 1998.

M en ta l H e a l th  P a r i ty
The Mental Health Parity Act of 1996 is an amendment to the Health Insurance 
Portability and Accountability Act of 1996 (P.L. 104-191). It applies only to health 
care coverage sold through the large group market (groups of 51 or more).

The law provides that if a group plan does n o t  im p o se  an a g g re g a te  life t im e  
l im it on m e d ic a l a n d  s u rg ic a l  b en e fits , it may n o t  im p o se  s u c h  a  l im it  on  
m en ta l h e a lth  b en e fits . If the plan does impose an aggregate lifetime limit, the 
Act requires the plan to include mental health benefits with medical/surgical 
benefits in the aggregate limit and not distinguish between the two; or in the 
alternative, to offer an aggregate limit for mental health benefits tha t is not less 
luan the aggregate limit for medical/surgical benefits. For plans tha t categorize 
among different types of medical and surgical benefits for the purpose of applying 
limits, the Secretary of the U.S. Department of Health and Human Services (or, 
for self-funded ERISA plans, the Secretary of the U.S. Department of Labor) is 
authorized to promulgate regulations for determining the aggregate lifetime limit. 
The law specifies the method for computing this limit.

The Act imposes id e n t ic a l r u le s  f o r  a n n u a l l im its . If a plan does not include 
an annual limit on medical and surgical benefits, it may not impose such a limit 
on mental health benefits. If the plan does impose an annual limit, it must either 
include mental health benefits in the aggregate and not distinguish between 
medical/surgical and mental health benefits, or in the alternative, not impose any 
limit on mental health benefits that is less than the medical/surgical benefits 
limit. Again, for plans tha t categorize medical/surgical benefits and apply 
different limits per category, the HHS Secretary (or Labor Secretary) is required
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to promulgate regulations for computing the aggregate annual limit as specified in 
the Act.

The Act does not require a group health plan to offer any mental health benefit, 
and does not affect the terms and conditions relating to the scope of any mental 
health benefit that is provided, except as described above with respect to limits.

The scope of this Act is limited by four of its provisions. First, as noted above, 
there is an exemptio "i for small employers, defined as those having two to fifty 
employees. Second, there is an exemption if a group health plan experiences “an 
increase in the cost under the plan (or for such coverage) of at least 1 percent.”
The law does not make clear how this provision would be determined or enforced. 
Third, mental health benefits as defined in the law do not include substance abuse 
or chemical dependency services. Fourth, there is a sunset provision.

Without additional Congressional action, this law is only in effect from Jan. 1,
1998 through Sept. 30, 2001.

Became this Act is an amendment to P.L. 104-191 (Kassenbaum-Kennedy), the 
enforcement provisions of that act also apply to this law. States will enforce the 
mental health parity provisions against insurance carriers and entities under state 
jurisdiction unless the HHS Secretary determines that a state has failed to 
substantially enforce a provision, in which case the HHS Secretary will enforce the 
law. The Secretary of the U.S. Department of Labor will enforce the law with 
respect to ERISA plans.
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S B 1 0 4  - H I P A A  B u l l e t i n

.810118
bans

WithApre limited excl 
prqjolions summari*

This bulletin outlines tho major health insurance updates to the Alaska Insurance 
Code that respond to the Health Insurance Portability and Accountability Act of 
1996 (HIPAA). Alaska's approach to the federal requirements in HIPAA are in AS 
21.54, Article 2, AS 21.55, and AS 21.56 Article 2. Although Interim federal 
regulations have been issued, final federal regulations will nokbe pnjjdplgated for 
several months and may materially change from the interimjjSsiula2$ons. The 
Division of Insurance will issue future informationf^foullsti 
important state or federal regulatory or legislativj

A p p lic a b il i ty  ancfjpcop

HealthAll health care insurers are subject to federal 
care insurers include insurance companies, hospf 
corporations, fraternals, HMOs, and MEWAs (ftSPA

The group market for health insurance iŝ  
more employees. The group market pr< 
Article 2, and AS 21.86. Note in parJapBTTar tl 
21.54.500(16)- (17), (19), and (28).

IPAA provisic 
dical service 

0(27)).

The
excepted 
21.54.160 for*

byers with two or 
Article 2, AS 21.66 

AS 21.12.060, AS

The individual market for he 
individual outside of the gro 
21.65. Guaranteed renewal&S'ty pro 
federal lawtend are n o t^ b l la  law

fe includjP all coverage offered to an 
e indMdual market reforms are in AS 

;na acgUm 42 U.S.C. 300gg-42 of the

is individual and group markets do not apply to 
dupplementsl or limited benefit plans (see AS

Effective D a te s
regard to mental health parity, the group market 

few become effective for plan years beginning on or after 
Fl, 1997. A pltujS^ear is defined in the federal interim regulations as the plan 
^designated infuse policy. If the policy does not define a plan year, the plan 

the dedqgp].e or limit year used under the policy. If the policy does not
Ks or limits on a yearly basis and either the plan is not insured or 

5t renewed on an yearly basis, the plan year is the employer's tax
year^w aii other casoB tho plan year is the calendar year. In most cases this 
means that the group provisions become effective for an existing group plan upon 
renewal after June 30, 1997.
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The individual market provisions summarized below become effective after June 
30, 1997.

As required under AS 21.54.120, health care insurers must provide a certification 
of coverage upon cessation of coverage or upon roqueat by the individual. These 
certifications are intended to enable an individual to satisfy all or a portion of 
preexisting condition exclusions by receiving credit for previous covera^ The 
certifications must comply with federal regulations, including^orm, jffiltent. and 
delivery.

F i l in g  R e q m re i

Individual Policies
All form filings for individual health insurance 
guaranteed renewability provisions as required 
federal law. These provisions apply to all in for 
after June 30,1997. Existing policies must be^clmi 
provisions after June 30, 1997 regardless ofjg&gther or 
been incorporated into the policies as o fJ a ^ ^ ^ ^ g 7 . If ̂  
being issued then the contract must bQ̂ B ^^ ^ ^ g ^ n forn^BTe guaranteed 
renewability provisions and filed wifcjpthe d h ^ l^ ^ w M^val before January 1, 
1998. Also all currently issued poHSy fo rm fi^m s^^^^nded  and filed for 
approval before January 1, 199j

Also as noted abovo since o
be used to terminate or 
provisionj^t reduce, 
othei’w ^ E ^ ^ jJ d  
must be
to conform ̂ fiBSS^SSsstrant

must incorpol 
TJ.S.C, 300gg-42 of the 

well as to new issues 
prd ing  to these 

:ovisions have 
form is no longer

ility for Medicare can no longer 
surer may want to add a 

ey are provided under Medicare or 
such a provision, the revised contract 

ê division in conjunction with the amendments 
ability provisions as stated above.

All fongffilinga for' 
HIPAarprovisinns as! 
fita*ga above the "act! 
bdaSowed.

1th insurance coverage must incorporate the required 
above and prescribed in AS 21.54, 65, and 86. Aa 

*at work" provisions in most group policies will no longer

January 1, 1998.

contrafijjptfhust be administered in accordance with these group provisions 
ther or not the provisions have been incorporated into the 

lact8 as of July 1, 1997. Existing contracts must be amended to 
th the HIPAA provisions and filed for approval with the division before

O u t l i n e  o f  M ^ j o r  L e g i s l a t i v e  C h a n g e s
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Sum m ary  o f  Sm all Em p loyer Changes
Definition of a Small Employer
A small employer is now defined as an employer with an average of at least two 
but not more than 60 employees on business days during the year that employs at 
least two employees on the first day of a health benefit plan year (see.
AS 21.54.500). Note that there is no longer a requirement th ^ th e ^ f  ijbrity of the 
employees be employed in Alaska.

Pre-existing Condition Provision 
Pregnancy and genetic information in the abse: 
be considered pre-existing conditions. Also, a p: 
longer allowed.

plans is i 
use th 
clarifies

Guarantee Isl
AS 21.56. 
productfl&gev acti 
continrae to offer the

Credit for Prior Coverage 
For small employer health insurance coverage 
rules for reducing the a preexisting condition, 
have been significantly modified. Quali 
creditable coverage and is defined in 
the definition of creditable coverage^ 
health care insurance plans, feder, 
creditable coverage and this 
determining the period of 
.-ules for reducing the pree;
21.54.110. The most si,

pus coverage and 
ich coverage 
now termed 

ote that although 
not include individual 

be considered 
rn Alaska, The rules for

ovided in AS 21.64.120. The 
period are provided in AS 

employer health care msurance 
editable coverage which must now 

or an allowed alternative method as

that^mall employer insurers guarantee issue all 
t to small employers in the state and must also 
d Standard plans. Note that insurers are not 

,t is sold only to association plans to all small employers 
for an employer/employee that is out of the insurer's

red to offer a pi 
piat the exemp
[aphic servicejpfea has changed and is specific to network plans as defined in 
J>4.600. AH^to clarify, in AS 21.56.140(a) the phrase "all health care

le small employer actively markets" should be "all health care 
the small employer insurer actively markets".

Guaranteed Renewability
All health care insurance plans offered in the group market are guaranteed 
renewable except for nonpayment of premiums, fraud, termination of the plan,

i i
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movement outside the insurer's service area, or cessation of association 
membership.
There are now specific rules for discontinuing offer of particular health plans and 
for discontinuing offer of all health plans offered to small employers. The law 
specifically allows for an insurer to modify a small, (not large) employer's plan at 
renewal on a uniform basis for all small employers with the same plaj
There are special guaranteed renewability provision 
Welfare Arrangements in AS 21.54.140.
Premium Report
All health care insurers (not ju st small employi 
the Director by March 15 each a report of total 
in Alaska on a form prescribed by the Director.
March 15, 1998. The report form is in develop 
12/31/97.
L a rg e  E m p loy e r
Health care insurance plans sold to 1 
preexisting condition, credit for prio&ffinvera 
as described above for small emplaasra andjfre 
These are new requirements foj^lffire emjffiver gr; 
issue provisions do not apply

report will b eaue  by 
ill be available before

Mental Health Parity 
AS 21,54 J jM iestablish
bene^ î B & e e rn ’in an in o B s S f l^ o s t  o! 
r e q u i r e m a p p !
Sm all an  
Large atf»small e 
includmg continued 
indjSRlual or depend 
in ffii 21.54.100. As 

irements will

subject to the same 
enewability provisions 
AS 21.54 Article 2. 

Note that the guarantee

fs for t ^ | | | ^ f P $ n  of and level o f mental health 
1th plfSaBPSTcompliance with the rules would result 

me percent for tho employer then the 
arovision does not become effective until 1/1/98.

jalth plans must not establish rules for eligibility 
and waiting periods under a health plan for an 

ron individual baaed on a health statue factor as defined 
:onsequence of this provision "actively at work" 

longer be permitted to the extent they violate this provision.
states that insurers may not require individuals as a condition of 

m y  a premium, contribution or policy fee greater than the premium, 
conTTSBWdSn, or policy fee for similarly situated individual enrolled in the plan on 
the basis o f a health status factor.
In d iv idu a l
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In order to implement the portability provisions required by HIPAA, Alaska has 
modified the eligibility requirements under the Comprehensive Health Insurance 
Association (CHIA) to allow federally defined eligible individuals guaranteed 
health insurance coverage through the CHIA. A  federally defined eligible 
individual is defined in AS 21.55.500(16) to be those individuals with at least 18 
months of creditable coverage in a group plan, who is not eligible for other health 
care insurance coverage, whose most recent coverage was not t e r m in a l  due to 
nonpayment of premium or fraud, and who has exhausted a n ^ v a ib& le  COBPA  
coverage. A  federally defined eligible individual does not a
preexisting condition waiting period nor do they n a ^ k o  mdS^fflraSbMmal 12 
month residency requirement in order to be e l ig i^ ^ o r  covera g ^ ^ fflte. the Cl
In 42 U .S .C . S00gg*42 of the federal law, all inc 
are guaranteed renewable subject to certain exd 
similar to the guaranteed renewability provisior 
described above. Insurers may modify on a policy 
insurance coverage if  modification is done on 
with that policy form.

idual y ff ith  insi
lese provisf 
roup market as 

the health care 
for all individuals

It is important to note that overinsure 
longer be used as reasons for termim$f&n or. 
insurance coverage. However, a priwision japan 
reduces benefits to the extent bgggnts ar§®rovidej 
would be permitted.

ledicare may no 
individual's health 

health policy that 
fer Medicare or otherwise
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