HB 1278 -- |nsurance

Sponsor: Luet keneyer

This bill nmakes changes to the | aws regardi ng i nsurance.
DEPARTMENT OF | NSURANCE FEES

The bill changes the way fees are assessed to pay for expenses
incurred by the Departnment of |Insurance. The bill

(1) Limts the expenses that insurance conpani es nust pay for
exam nations by the departnment. Current |aw allows the director
to assess fees on each insurer for the exam nation of that
insurer. The bill limts this assessnment to the direct expenses
incurred by the exam ners. The departnent nust provide an

item zed report of expenses which includes the rate of pay for
each exam ner and the anount of tine spent by each exami ner. The
item zed reports nust be verified by the insurance conpany before
t he departnent can issue the assessnent;

(2) Changes the additional assessnment for exam ner support staff
from15%to 5% of the total expenses assessed; and

(3) Limts the reinbursenent of departnent enployees to either
80% of the federal per diemrate or the actual travel expenses
incurred in conducting the exam nations, whichever is |ess.

MANDATED HEALTH BENEFI T REVI EW COW SSI ON

The bill creates the Mandated Health Benefit Revi ew Conm ssion.
The conmission will review all health insurance coverage mandat es
currently required by |Iaw and any nandates offered by | egislators
in the future. The comm ssion nust file a report with the
General Assenbly by January 2006 detailing any proposed changes
to those mandates currently in law. Any bill containing a health
i nsurance coverage nmandate nust be eval uated by the conmi ssion
before the | aw can be enacted. The bill sets an extensive |ist
of i1ssues that the comm ssion nust address when it reviews any
proposed nandate. The conmm ssion will be conposed of the
directors of the departnents of Insurance and Heal th and Seni or
Services, two nenbers of the House of Representatives, and two
menbers of the Senate, all of whom serve as ex-officio nenbers.
The Governor will appoint six voting nenbers to the conm ssion
who will include two individuals representing enployers, two

enpl oyees who pay for a portion of their health insurance, and
two individuals who purchase their own health insurance. The
bill also renoves all of the nandated coverages fromthe Limted
Mandat e Heal th I nsurance Law. Under current |aw, health insurers
may sell a | ess expensive health insurance policy that does not



i ncl ude many of the coverages that are mandated by law. This
limted mandate policy contains nine nandated coverage areas.

The bill renoves those nine nmandated coverages, which include
maternity stays in the hospital, nmanmograns, inmunizations, PKU
coverage, and coverage for adopted children. The bill also

removes | anguage that restricts the marketing of limted coverage
to people who do not have health insurance.

PROPERTY AND CASUALTY | NSURANCE

The bill anmends the | aws governing the Property and Casualty
| nsurance Guaranty Association Act. The bill

(1) Expands the guaranty association's obligations for clains
arising frombodily injury, sickness, or disease to include
damages for pain and suffering;

(2) Adds provisions establishing the guaranty association's
obligations for insurance products that have been created during
t he past several years; and

(3) Cdarifies provisions regarding the adm nistration of the
guaranty fund to conply wth the recommendati ons of the National
Conf erence on Insurance Guaranty Funds.

GROUP HEALTH | NSURANCE

The bill anends the | aw regardi ng group health insurance. The
bill:

(1) Defines the terns "pre-existing condition exclusions" and
"wai ting period";

(2) Prohibits group health insurance issuers from establishing
enrollment eligibility requirements based on health status-
related factors, which include nedical history and genetic

i nfornmation;

(3) Prohibits health insurance issuers that offer group health
i nsurance coverage fromrequiring any individual, as a condition
of enrollnment, to pay a premumor other contribution that is
greater than that nmade by other simlarly situated individuals
enrolled in the plan on the basis of health status-rel ated
factors;

(4) Requires health insurance issuers offering |arge group
heal t h pl an coverage to renew or continue coverage in force at
the option of the plan sponsor;

(5) Qutlines conditions under which health insurance issuers can



non-renew or discontinue group health plan coverage, particul ar
types of large group health insurance coverage, and all |arge
group heal th i nsurance coverage;

(6) Permts health insurance issuers to nodify coverage for a
| arge group health plan at the tine of coverage renewal ; and

(7) Changes the definition of the term"placenent” as it

pertains to coverage of adopted children. In current |aw,
pl acenent nmeans that the child is in the physical custody of the
adoptive parent. The bill changes it to nean the assunption and

retention by the insured of a legal obligation for total or
partial support of a child in anticipation of adoption.

M SSOURI HEALTH | NSURANCE POOL

The bill makes several changes to the | aws regarding the M ssour
Heal t h I nsurance Pool, known as the high-risk pool. The bill

(1) Adds the term"federal defined eligible individual" as it
relates to the health insurance pool;

(2) Adds two nenbers to the board of directors;

(3) Designates as eligible for pool coverage individuals who are
residents of M ssouri and who provide evidence of: (a) refusal
by one insurer to issue substantially simlar insurance for
health reasons; or (b) refusal by an insurer to issue insurance
except at a rate exceeding 150% of the standard risk rate;

(4) Creates a qualified plan that will conply with the federal
Trade Adj ustnent Assistance Reform Act of 2002;

(5 Requires insurers to informa person of the existence of the
hi gh-ri sk pool and how to apply for coverage when the person is
affected by a change in the insurer’s underwiting, such as the
insurer putting new limtations on coverage or increasing

prem umns;

(6) Defers, for three years, the deductions from prem umtaxes
that may be taken for high-risk pool participation assessnents,
starting in the 2005 tax year;

(7) Makes eligible for pool coverage persons who terni nated
coverage in the pool less than 12 nonths prior, persons on whose
behal f the pool has paid out $1 mllion in benefits, and persons
receiving treatnment for drug or al cohol abuse. Under current

| aw, these persons are ineligible for pool coverage;

(8) Allows persons who do not naintain residency in Mssouri to



be termnated at the end of the policy period;

(9) Changes the percentage limt on pool rates from200%to 150%
of the rates applicable to individual standard risks; and

(10) Changes the tine within which a person has to apply for
pool coverage from 60 days to 63 days in order to have a waiver
of pre-existing condition exclusions.

SMALL EMPLOYER HEALTH | NSURANCE

The bill anends the |laws regarding the Small Enpl oyer Health
| nsurance Availability Act. The bill

(1) Adds the terns "creditable coverage," "excepted benefits,"
"health status-related factor,” and "nedical care" as they relate
to the Small Enpl oyer Health I nsurance Availability Act;

(2) Mdifies the definition of "small enployer” as it pertains
to a group health plan to include political subdivisions. A
smal | enpl oyer is one who enploys two to 50 eligible enployees.
Under current law, a snall enployer has three to 25 enpl oyees;

(3) Modifies conditions under which snmall enployer health
benefit plans are not renewabl e;

(4) Lists conditions under which small enployer carriers can
di scontinue a particular type of snmall group health benefit plan
and discontinue all small enployer health insurance coverage;

(5) Repeals the requirement for small enployer carriers electing
to non-renew all of its small enployer health plans in the state
to provide certain types of notice;

(6) Alows small enmployer carriers offering coverage through a
network plan not to offer coverage to an eligi ble person who no
| onger lives or works in the service area or to a small enpl oyer
who no | onger has an enrollee in the plan who |ives or works in
t he service area;

(7) Requires small enployer carriers to offer all health benefit
pl ans they actively narket to snmall enployers in the state.
Current law requires small enployer carriers to offer at |east
two health benefit plans: a basic and a standard health benefit
pl an;

(8) Changes the way small enpl oyer health benefit plans can
define pre-existing conditions. The bill specifies that a
pregnancy existing on the effective date of coverage is not
considered a pre-existing condition;



(9) Changes the requirenment that creditable coverage be
continuous from 30 days prior to the effective date of new
coverage to a date not |ess than 63 days prior to application for
new cover age;

(10) Establishes cases where snall enployer carriers are
prohi bited frominposing any pre-existing condition exclusion;
and

(11) Abolishes the Mssouri Small Enpl oyer Reinsurance Program
on Decenber 31, 2005. The programw ||l not take on any risk
after Cctober 1, 2004.

OTHER PROVI SI ONS
I n other provisions regardi ng i nsurance, the bill

(1) Repeals the sunset clause on a section of |aw governing the
| i qui dati on of insurance conpanies. This provision is currently
set to expire on Decenber 31, 2005. The provision allows an
estimation of contingent liabilities to be used to fix creditors
claims during the liquidation process. It also requires a
reinsurer's paynment to be nmade directly to the |iquidator, except
where the contract specifically provides for another payee or
where anot her insurer assunes the ceding insurer's policy

obl i gati ons;

(2) Changes the definition of "renewal" as it applies to

aut onobi | e i nsurance. Any autonobile insurance policy with a
termof |ess than six nmonths or with no fixed expiration date
wi |l be considered a six-nonth policy. Under current |aw, the
default termis 12 nonths;

(3) Repeals the bond requirenent for acquiring a license to sel
surplus lines of insurance; and

(4) Anmends the formula used to determ ne extraordi nary divi dends
for sharehol ders in insurance hol di ng conmpani es.



