Approved March 4, 1991

Date

MINUTES OF THE __HOUSE  COMMITTEE ON INSURANCE

The meeting was called to order by Representative Turﬁggiism at
_3:30  #F&K./p.m. on Thursday, February 28 191 in room _531 N of the Capitol.

All members were present except:

Committee staff present:

Emalene Correll, Research Bill Edds, Revisor
Chris Courtwright, Research Nikki Feuerborn, Secretary

Conferees appearing before the committee:

Dick Brock, Insurance Commissioner's Office

Nancy Zogleman, Blue Cross/Blue Shield

Chip Wheelen, Kansas Medical Society

Lisa Getz, 4 Wichita hospitals

Harold Riehm, Kansas Association of Osteopathic Medicine
Larry Magill, Independent Insurance Agents

Others attending: See Attached List

Representative Sawyer moved for the approval of the minutes of February
27, 1991, meeting. Representative Welshimer seconded the motion.
Motion carried.

The hearing on HB 2216 was begun with Representative Larry Turnquist
testifying as a proponent on this bill which would authorize the
development and use of a single universal form(s) for the filing of

claims for accident and health insurance benefits. See Attachment 1.
The Insurance Commissioner would be responsible for the development and
implementation of this form. Improved efficiency, cost reduction in

processing, shortening of process time, and the possible development of
a multiple use data base would be some of the advantages of having such
a universal form. The form would be adaptable for electronic filing.

Insurance companies, health maintenance organizations, trade
associations, and other interested parties would be involved in the
development of such an instrument. This form could be required for

usage by companies out of state also.

Dick Brock of the Insurance Commissioner's Office also spoke as a
proponent of HB 2216. See Attachment 2. Mr. Brock indicated
willingness for the Commissioner's Office to accept this responsibility
and thought the system could be implemented within six months of

development. There are two forms 1in existence which are widely
accepted by insurers. They are HCFA 1500 for physician's services and
UB 82 for hospital services. An amendment to apply its operative

requirements to nonprofit optometric, nonprofit dental and nonprofit
pharmacy service corporations should be added.

Nancy Zogleman, representing Blue Cross/Blue Shield, testified as a
proponent of HB 2216. See Attachment 3. To require the use of a form
other than the UB-82 for hospitals would costs millions for all parties
to convert. Medicare and Medicaid currently use the UB-82. The other
form is the HCFA 1500 which is currently used by physicians for
Medicare, Medicaid, CHAMPUS, and other government programs.

Chip Wheelen, representing Kansas Medical Society, testified as a
proponent of HB 2216. See Attachment 4. The provisions of HB 2216
would allow for sufficient input from the health insurance industry to
develop a form that is acceptable to the industry as well as health
care providers. A standard form could expedite the process of
analyzing information by the use of computer scanners.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not

been submitted to the individuals appearing before the committee for 1 f 2:
O

editing or corrections. Page




CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON INSURANCE

room __.231 NStatehouse, at __3:30 #xx/p.m. on Thursday, February 28

Lisa Getz, representing four Wichita hospitals, spoke as a proponent
for HB_2216. See Attachment 5. The single greatest problem with
claims processing 1is in meeting demands for attachments from insurance
companies. Attachments are often requested for physician-ordered tests
and procedures including procedures that were pre-authorized. The
committee was urged to find ways to streamline claims processing by
targeting the methodology that allows these delays.

Harold Riehm, Executive Director of the Kansas Association of
Osteopathic Medicine, spoke as a proponent for HB 2216. See Attachment
6. In his testimony Mr. Riehm said that a standardized claims form

would permit a set of like data for compiling statistical analyses of

various health care services, would make it easier to learn the process
of completing forms, facilitate the handling of claims processing by
computer, and assist the Department of Health and Environment and other
state agencies in gathering selected data required by law.

Larry Magi%l, representing the Independent Insurance Agents of Kansas,
testified in support of HB 2216. In property and casualty claims, a
form called ACORD is used universally.

There were no opponents. The Hearing on HB 2216 was concluded.
Discussion continued on HB 2001 with Dick Brock of the Insurance

Commissioner's Office giving a complete explanation of each balloon on
the proposed legislation. See Attachment 7.

Meeting adjourned at 5:00 p.m.
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Testimony on HB 2216 - Universal Accident and Health Claim

Form
By Representative Larry Turnquist

I have had a belief for sometime that we should be
utilizing a single, universal form, or possibly forms, for
the filing of claims 1in relationship to accident and
health insurance <claims in this state. Presently
companies can have their own set of claim forms which ask
for approximately the same kinds of information but are
arranged and worded in a different fashion. This causes a
great deal .of inefficiency in the preparation of these
claims by office personnel and duplication of effort if

more than one insurance company is involved.

As was brought out during the joint hearings on the
Canadian health care system, currently our system in the
United States does expend a greater amount of premiums for
administrative expenses than other health care systems.
One reason is the use and processing of such a multitude

of forms.

Besides alleviating administrative time in the
completion .of forms, one universal form would help
eliminate the omission of required information which is
oftentimes erroneously omitted in the preparation of such
forms and causes delay in processing.

A nmes,
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Along with improving efficiency, there should also be
a cost reduction in form planning and printing. Such a
universal claim form would allow the state or any other
interested organization to set up a health and/or medical
information data base. This data base would allow for the
development of statistical data which would be of benefit
to various health organizations, insurance companies, and

the state in the planning of health care programs.

Possible benefits from having access to such current
data are limitless. The only way to have such data made
available to the public and organizations is the use of a
universal claim form. It would be very difficult to
garner this information from the various claim forms that

are now in use.

The actual planning and development of this form would
become the responsibility of the Kansas Insurance
Commissioner's Office. They have the expertise and the
knowledge to develop such a form. Quite possibly this
form could be patterned after other forms such as
Medicare's form, which 1is already accepted by some
insurance companies. Insurance companies, health
maintenance organizations, trade associations, and other
interested parties would be involved in the development of

such an instrument.



Thank you for the opportunity to épeak before the
committee. I appreciate your support and would urge you
to vote for the favorable passage of this bill as I am
convinced it would be of benefit to both the insurance

industry and the consumers.

e/
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- ) ;Testimony By -
Dick Brock, Kansas Insurance Department
Before the House Insurance Committee
on House Bill No. 2216
February 28, 1991

House Bill No. 2216 requires the Commissioner to devise a uniform claim
form for accident and sickness insurance claims. In addition, the bill
requires all accident and sickness insurers, health maintenance
organizations and Blue Cross and Blue Shield plans to begin using the
form not later than six months following notification to those entities
effected that such form has been developed and providing them a copy with

appropriate. instructions.

The Insurance Department has no problem with this assignment -- it would
seem to be 'doable'" -- and there are few, if any, situations where
administrative uniformity does mnot result in a more efficient,

cost—effective and a better understood process.

In checking with our Consumer Assistance Division, I was informed that
two forms already exist which are widely accepted by insurers. I have
attached a copy of these forms to my testimony and, as you will note, one
of them is designed for physician services and one is for hospital
services. Because these are widely accepted and because there are two
different forms, my only question about House Bill No. 2216 is whether or
not it should provide some latitude to the Commissioner to also make a
distinction between the two types of providers i.e. institutional as

opposed to physicians or other providers.

Our Consumer Assistance Division also reported that they don't encounter
many complaints from consumers regarding the submission of claims for
"general' medical and/or hospital services but there are some

misunderstandings and problems regarding the submission of claims for

Kt 28,17
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various '

'specialty" type services or policies. Vision care, cancer
policies, drugs, disability income are some of the conditions and

products in this category.

Having advised you of the experience of our Consumer Assistance Division,
I also must tell you that I doubt that our Department is in a position to
accurately evaluate the situation. This is because most provider offices
and most, probably all, hospitals submit claims for or on behalf of their
patients. Therefore, the acceptance, non-acceptance and other

administrative problems caused by claim forms are handled at that level.

To confirm this, I called my wife who is a medical secretary but whose
duties include the processing of insurance claims in an ophthalmologist's
office. She asked me to tell you that anything that could be dome to
acquire some uniformity in health insurance claim forms would be very
helpful from their perspective. She indicated that most companies will
accept the HCFA 1500 form but many do not. She alsc said that in the
past, there was a universal claim form that virtually all insurers she
dealt with would accept but about 10 years or so ago many companies
started requiring their own form. She did not know and I have been

unable to discover the reason.

Finally, I note House Bill No. 2216 has been amended to apply its
operative requirement to nonprofit medical and hospital service
corporations. I will simply point out that the nonprofit optometric,
nonprofit dental and nonmprofit pharmacy service corporations acts will

need a similar amendment if the requirement is to apply to them.
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Blue Cross Nancy G. Zogleman

Blue Shield Director
of Kansas, Inc.

Legislative Relations

TESTIMONY ON HOUSE BILL 2216
BLUE CROSS AND BLUE SHIELD OF KANSAS, INC.
FEBRUARY 28, 1991

Mr. Chairman, members of the committee, my name is Nancy
Zogleman and | serve as Director of Legislative Relations for Blue
Cross and Blue Shield of Kansas, Inc.

HB 2216 would require the commissioner of insurance to
devise a universal accident and sickness claim form. Currently,
there are two claim forms, one for hospitals and one for physicians,
which | believe would serve this purpose. (see attached)

Hospitals have a common billing form, the UB-82, that's used
for Medicare Part A intermediary, Medicaid, Blue Cross, HMO Kansas,
and many commercial carriers. In fact, Medicare and Medicade
mandate its use and Blue Cross and Blue Shield Association as much
has done the same.

All of our processing systems, both using paper claims and
electronic claims are programmed on UB-82 for hospitals,
freestanding substance abuse facilities, dialysis centers, home
health agencies, and skilled nursing facilities. To require the use of
a form other than the UB-82 for hospitals would cost millions for
all parties to convert. Medicare and Medicaid would continue on UB-
82 and all other parties would be on another form.

The other form is the HCFA 1500 which is currently being used
by physicians for Medicare, Medicaid, Champus (military) and other
government programs. As mentioned with the UB-82, our paper and
paperless claims are programmed on the HCFA 1500 and any change
to another form would cause many of the same problems mentioned

previously.
7 /]
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Since many insurers are currently using these forms perhaps
the bill should require all insurers to use them. Some suggested
language for HB 2216 could say, "All insurers authorized to write
health insurance in this state must accept from providers of health
care services claims submitted on forms UB-82 or HCFA 1500 or
other forms established by HCFA.
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KANSAS MEDICAL SOCIETY

1300 Topeka Avenue » Topeka, Kansas 66612 » (913) 235-2383
Kansas WATS 800-332-0156 FAX 913-235-5114

February 28, 1991

TO: House Insurance Committee

FROM: Kansas Medical Society é;ié{22227\_—

SUBJECT: House Bill 2216; Uniform Hegdlth Insurance Claim Form

Thank you for this opportunity to support the provisions of
HB 2216. Seldom do we actually hear complaints from physicians
about the myriad of different, confu51ng forms employed by the
various health insurance companies for purposes of obtaining
reimbursement. We do, however, frequently hear from those
individuals who serve as medical group managers or in other
administrative capacities employed by medical practices. It is
sometimes alleged that the reason health insurance companles use
different claim forms requiring questionable information, is to
simply delay reimbursement for extended periods. While this is
probably not the reason for employing the different claim forms, it
is the practical effect, because if the form is not completed
correctly, it will be returned for revision prior to reimbursement
being paid.

The provisions of HB 2216 would allow for sufficient input
from the health insurance industry to develop a form that is
acceptable to the industry as well as health care providers. We
believe that this could standardize administration of reimbursement
for health care, and thereby streamline the process to the extent
possible. Hopefully, the ultimate result would be cost avoidance
by reducing the total number of man hours devoted to administration
of health insurance. There could also be an additional benefit
derived from a universal health insurance claim form. Because
today’s state of the art technology requires the use of automated
computer systems for collecting and analyzing data, a standard form
could expedite the process of analyzing such information by the use
of computer scanners. Such equipment can be utilized if the
information is contained on a standard form. In the long term,
this aspect might be even more beneficial than simplicity of
administration.

Thank you for considering our comments. We respectfully
request that you recommend HB 2216 for passage.
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GROUP

TESTIMONY BEFORE HOUSE INSURANCE COMMITTEE

February 28, 1991

Chairman Turnquist, members of the committee, I am Lisa Getz,
representing the four Wichita hospitals, in support of HB 2216.

From the perspective of our hospital CFOs, the standardized
federal UB 82 claim form that is presently used adequately
transmits claim data. Problems arise when insurance carriers
require specific handling such as directives on how they want the
form processed. That might include particular formatting of data
in computer fields that differs from the way another company
processes the same form. Obviously, more time and effort must go
into processing such claims.

Oour hospital budget department experts tell us the single
greatest problem with claims processing is in meeting demands
for attachments from insurance companies. Attachments are often
requested for physician-ordered tests and procedures including
procedures that were pre-authorized.

Before I limit my focus to the scope of HB 2216, please allow me
to give you the "big picture" involving claims processing. To
simplify, I'll use one hospital as an example, HCA Wesley, and
make conservative projections from there, on behalf of all four
Wichita hospitals.

HCA Wesley processes the following:

* 40,000 inpatient claims per year

L 100,000 outpatient claims per year - including emergency room

* 60,000 claims in a category including professional emergency
room charges, Lifewatch - air ambulance service, and
cardiology professional fees

* 40,000 claims for Wesley Clinic - the teaching clinic

delivering primary care

v 28,97
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This breaks down to approx. 550 claims per day. Medicare,
Medicaid and Champus make up a major part of this processing
requiring much time following up on special requests for
handling.

All of that aside, we are left with 200 third-party insurance
claims per day, of which approx. 75 require attachments.

Many insurance carriers have the capability to allow computer
transfer of claims from the hospital to the carrier through
electronic downloading mainframe computer to mainframe, without
paperwork, postage and additional clerical support time. HCA
Wesley subscribes to the service called NEIC, National Electronic
Insurance Corporation, a clearinghouse for claims processing to
simplify transfer if a company does not provide this service.

However, going back to the 75 claims per day that require
attachments, electronic transfer, the desired method of
processing, is not an option. Instead, the hospital must utilize
clerical support to find the attachments and to check that the
claim is in order accordingly. Moreover, the hospital incurs
mailing costs that were otherwise avoidable. A conservative
projection by this hospltal on addition costs to their system
associated with processing these claims needing attachments, is
$50,000 per year.

Since I ask you to consider four hospitals in this projection,
even allowing conservatively that one of the four does not
process as many claims as the other three, which are comparable,
multiplying that $50,000 by three, its reasonable to say that at
least $150,000 a year is spent in our view, wastefully.

Mr. Chairman, members of the committee, we urge you, in your
quest to reduce wasteful spending in the health care delivery
system, to streamline claims processing by targeting the
methodology that allows these delays. The Wichita Hospitals come
before you in support of a measure that is "system smart”.

Thank you.



Kansas Association of Osteopathic Medicine

Harold E. Riehm, Executive Director 1260 S.W. Topeka
Topeka, Kansas 66612
February 28, 1991 (913) 2345563
To: ./~ Chairman Turnquist, and Members, House Insurance Committee

%'4_ Harold Riehm, Executive Director, Ks. Assn. of Osteopathic Medicine
i X
Subjéct: Support of H.B. 2216

I appear today in support of H.B. 2216. Most assuredly the development of such
a form will not be easy; neither should it be impossible. Its advantages, we
think, outweigh the somewhat sizable task of coordinating required and desirable
bits ofinformation.

We think the development of such a form would have several advantages, both
internal and external, to the physician community. Among these are:

(1) To permit a set of like data for compiling statistical analyses
of various health care services.

(2) Making it easier to learn the process of completing forms, now a
major time consuming task of physician office personnel.

(3) Facilitating handling claims processing by computer, with a standardized
form permitting more reasonable cost for forms processing software.

(4) To assist The Department of Health and Environment, and other State
Agencies, in gathering selected data required by law, e.g., being
able to refer to such data in part by its location on the standardized
form.

In lines 21, and 22, we assume that included in the "other interested parties"
to be confered with by the Insurance Commissioner, would be provider groups,
more particularly, physician groups. We also would urge that the forms, if and
where possible, also seek some conformity to those forms required of providers
for medicare and medicaid patients. Though the one single uniform form may not
be practical at this time, it remains an admirable objective.

Should H.B. 2216 be enacted into law, we look forward to working with the
Insurance Commissioner in the development of such form(s).

Thank you for this opportunity to offer our views on H.B. 2216.
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Session of 1991

HOUSE BILL No. 2001

By Special Committee on Insurance

Re Proposal No. 11

12-28 -

AN ACT relating to insurance; concerning accident and sickness
insurance and the regulation of the rates thereof by the commis-
sioner of insurance; concerning eligibility for coverage under group
policies; amending K.S.A. 1990 Supp. 40-19¢09, 40-2209 and 40-
9915 and repealing the existing sections; also repealing K.S.A.
1990 Supp. 40-19c07.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 1990 Supp. 40-2209 is hereby amended to read
as follows: 40-2209. (A) Group sickness and accident insurance is
declared to be that form of sickness and accident insurance covering
groups of persons, with or without one or more members of their
families or one or more dependents; ex ene or more members of
their families or one or more dependents; and. Except at the

7
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~——Delete

no'1¢s§ favorab1e than 31 days from the employee or member's date of initial
g]}g1b111ty gnq gnd1ng no later than 31 days following the employee or member's
initial eligibility date and except employees or members covered under a group

option of the employee or member|and except employees or members

plan that covers less than 75% of eligible employees or members on any annual

enrolling in a group policy after the close” of an open enrollment
opportunity, no individual employee or member of an insured group

annivgrsary date of the group policy with respect to new employees or members
|applying for coverage during the succeeding 12 month period.

and no individual dependent or family member may be excluded
from eligibility or coverage under a policy providing hospital, med-
ical or surgical expense benefits both with respect to policies issued
or renewed within this state and with respect to policies issued or
renewed outside this state covering persons residing in this state.
No group policy providing hospital, medical or surgical expense
benefits issued or renewed within this state or issued or renewed
outside this state covering residents within this state shall limit or
exclude benefits for specific conditions existing at or prior to the
effective date of coverage thereunder. Such policy may impose a
waiting period, not to exceed one year for benefits for conditions,
including related conditions, for which diagnosis, treatment or advice

EXPLANATION: This amendment incorporates 2 changes. First, it in effect defines the term open
enrollment opportunity so the legislative intent will be clear and consistent for all groups.

?econd, it adds an exception to the individual underwriting restrictions that would encourage
1nsurer§ to continue coverage. on groups who fall below the standard 75% participation requirement

by permitting individual underwriting on new members applying for coverage during the following year.

Delete

was sought or received in the QQ—d%Ly& prior to the effective date of

six months

EXPLANATION: This amendment reduces the ability of insureds to conceal pre-existing medical
conditions for the purpose of avoiding the prescribed waiting period.

1mpose.partic1pa§10n requirements, define full-time employees or members and
otherwise be designed for the group as a whole through negotiations between the

coverage. Such policy shall waive such a watting period to the extent
the employee or member or individual dependent or family member
was covered by a group sickness and accident policy prior to the

effective date of coverage with no gap in coverage. Such policy may ——

group sponsor and the insurer to the extent such design is not cont
inconsistent with this act and may J ntrary to or

EXPLANATION: Essentially this same language is contained in current law with respect to single

employer groups as evidenced by the provision appearing in lines 35 through 37 on page 2 of the bill.
This amendment simply relocates this provision so it will apply to all groups.
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be issued to such group upon the following basis:

(1) Under a policy issued to an employer or trustees of a fund
established by an employer, who is the policyholder, insuring at
least five employees of such employer, for the benefit of persons
other than the employer. The term “employees” shall include the
officers, managers, employees and retired employees of the em-
ployer, the partners, if the employer is a partnership, the proprietor,
if the employer is an individual proprietorship, the officers, managers
and employees and retired employees of subsidiary or affiliated cor-
porations of a corporation employer, and the individual proprietors,
partners, employees and retired employees of individuals and firms,
the business of which and of the insured employer is under common
control through stock ownership contract, or otherwise. The policy
may provide that the term “employees” may include the trustees or
their employees, or both, if their duties are principally connected
with such trusteeship. A policy issued to insure the employees of a
public body may provide that the term “employees” shall include
elected or appointed officials. Neo poliey previding benefits for
hospital; medieal or surgieal expense whieh replaces a peliey
pfeveﬁtsaﬂylpefseaiﬂsweéuﬁéefthewplaeeépeheym
medi&telypﬁertesaehrepl&eemem&embemgimmeduﬁée;
d}efeplaeingﬁeheyeE*eepta%theepéea&%heempleyee;aﬂd
exeept employees and individual dependent or family members
eﬂfelliﬁgiaagre&ppelieyéeef%heeleseei&aepeneﬁmﬂmem

>

one year; may be impoesed upen eoverage for conditions of
healthwhieheﬁsteépfieftethedateeieﬂfellmen%e%s%h
pfegfesseﬁtheda%eeﬁemellmen{ﬂeeéne%beeevefeé;aﬁé
ﬂﬁaﬁwmaw%pamﬁpﬁm%mMMe
emplovees—and -otherwise—desif
M}ele—te—be-negeﬁated—betweeﬂ—the-empleyemﬁﬂmr?

(2) Under a policy issued to a labor union which shall have a

constitution and bylaws insuring at least 25 members of such union.

(3) Under a policy issued to the trustees of a fund established
by two or more employers or business associations or by one or
more labor unions or by one or more employers and one or more
labor unions, which trustees shall be the policyholder, to insure

U

Delete
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(21) The insurer shall give the employee or member and such
employee’s or member’s covered dependents reasonable notice of
the right to convert at least once during the six-month continuation
period in accordance with rules and regulations adopted by the
commissioner of insurance.

Sec. 2. K.S.A. 1990 Supp. 40-2215 is hereby amended to read
as follows: 40-2215. (a) No individual policy of accident and sickness
insurance as defined in K.S.A. 40-2201 and amendments thereto
shall be issued or delivered to any person in this state nor shall any
application, rider or endorsement be used in connection therewith,
until a copy of the form thereof and of the classification of risks and

the premium rates pertaining thereto, have been filed with the
commissioner of insurance.

() No group or blanket policylof accident and sickness insurance
shall be issued or delivered to any person in this state, nor shall
any application, rider or endorsement be used in connection there-
with, until a copy of the form thereof has been filed with the com-
missioner of insurance.

)} () No such policy shall be issued, nor shall any application,
rider or endorsement be used in connection therewith, until the
expiration of 30 days after it has been filed unless the commissioner
gives written approval thereof.

{e} (d) The commissioner may, within 30 days after the filing of
any sueh form required to be filed pursuant to subsection (a), dis-
approve such form: (1) If the benefits provided therein are unrea-
sonable in relation to the premium charged; or (2) if it contains a
provision or provisions which are unjust, unfair, inequitable, mis-
leading, deceptive or encourage misrepresentation of such policy. If
the commissioner notifies the insurer which has filed any such form
that it does not comply with the provisions of this section or K.5.A.
40-2202 and 40-2203, and amendments thereto, it shall be unlawful
thereafter for such insurer to issue such form or use it in connection
with any policy. In such notice the commissioner shall specify the
reasons for disapproval and state that a hearing will be granted within
20 days after request in writing by the insurer.

(e) (1) Any risk classifications, premium rates, rating formulae,
and all modifications of either applicable to Kansas residents shall
not establish an unreasonable, excessive or unfairly discriminatory

rate or, with respect to group or blanket|policiesissued pursuant

to K.S.A. 40-2209 or 40-2210, and amendments thereto, discriminate
against any individuals eligible for participation in a group, or es-

tablish rating classifications within a group|exeept—those—based-on
eriteria-solely—and-directly-relevantto recognition-of rating—differ-

—

IZ

— or certificate

EXPLANATION: With respect to group accident and sickness policies, insured members receive

a certificate issued off a master policy which contains the coverage provisions,

As a result,
certificates are also subject to the filing requirement.

accident and sickness
providing hospital or medical-surgical benefits

EXPLANATION: These amendments are intended to clarify the types of policies to which these
provisions apply.

that are based on medical conditions
Delete

EXPLANATION: This is a significant change which allows much greater latitude with respect to the
establishment of rating classifications within a group. With this amendment, the only restriction

is that rating classifications based on medical condition cannot be established. Any other relevant

risk characteristics such as age, occupation, smoking/non-smoking, wellness participation etc.
would be permitted,
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(2 All rates for accident and sickness insurance covering Kansas
Tesidents shall be made in accordance with the following provisions:
(A) Due consideration shall be given to: (i) Past and prospective loss
experience; (i) past and prospective expenses; (i) adequate contin-
gency reserves; and (iv) all other relevant factors within and without
the state

>
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—D)- | rates charged to an employer of 25 or fewer employees under

group and blanker policies, including such employers covered under

a policy issued to an association or trust located within or outside
this state covering an employer which is a resident of this state,
shall be based on the aggregate loss and expense experience of all
such employers insured by the insurer, contingency reserves and
other factors required to be considered in making rates to which

Y5 ¥

Delete
N
Delete
SN
EXPLANATION: These provisions are deleted because they are duplicative of the provisions in “\wai

subsection (1).

(8)

providing hospital or medical-surgical expense benefits

For purposes of this subsection (B) members of an association shall be construed
as employees whether or not an employer and employee relationship exists. With
the exception of groups created pursuant to K.S.A. 1990 Supp. 40-2209(A)(5) which
were in existence on January 1, 1991 and whose rates were established solely on

this act applies| Such rates shall apply to all such employers insured

. ) 1
in this state by the insurance company using the rates on a per
person basis but may vary with the number of persons in a family,
and may vary from employer to employer from a_community rate

the basis of their own experience as of that date

This change encompasses 2 amendments. First, it recognizes the fact that some associ-
Second, it

EXPLANATION:
ation groups exist whose membership does not involve employer/employee arrangements,
exempts existing association groups whose rates are based solely on their own experience from the

community rating requirements.

b such

In no event shall the rates charged to any employer to which this subsection

by no more than 50% above the community rate.llés used herein,

“community rate” means the rate which would be derived by dividing
all of the claims expense or anticipated claims expense for the rating
period for which such rates will be in effect and all of the admin-
istrative expense and other retentions for all such employers covered
by the same or similar coverage which is equivalent in value by cll
of the persons covered by such coverage. For the purposes of this
definition, employee, family, spouse and dependent expense and num-
bers of such persons covered may be separately aggregated and
divided. With respect to policies issued prior to the effective date
of this act, in any case where the premium rate exceeds the com-
munity rate by more than 50%, no increase in such rates may be

made until theleter—of the beginning of a rating period in which
such premium rates would be lower than 50% more than the com-

munity ratel or five years following the effective date of this act- —

applies increase by more than 80% during any annual period unless the insurer
can clearly document a material and significant change in the risk character-
istics of the group.

EXPLANATION: This provision adds additional stability to a small group's rates by limiting the
effect of any rate increase to not more than 80% in any one year,

'Nothing in this act shall be construed as prohibiting the application of rates to
a particular employer that are less than the community rate established pursuant

to this subsection.

This added provision simply clarifies the original intent that on the basis of

EXPLANATION:
This !

individual risk characteristics some groups could vary downward from the community rate.
amendment does not, however, affect the manner in which the community rate is established.

Thereafter—the rates for such policies shall eomply—tvith—the—re-

grirements—of-this—subsection-
(3) Nothing in this act is intended to prohibit or discourage
reasonable competition or discourage or prohibit uniformity of rates

except to the extent necessary to accomplish the aforementioned pur-

-

b——————— Delete '
1 . (F)
Delete
- Delete
1 no

exceed the community rate by more than 50%.
ratin ovi-

: int t rify the application of the copmunit r
g?@héNAT 82&ifngi?y?m??dg?gsidgget%gteggegom%uﬁ}?y rgteg grgB? may receiv?la raTe énc¥??setgg Tgn% as
i ore than 50% above the group rate. At the end of 5 years following the effective date
é?stﬁgtggt?rgng group's rates that aregstiﬁl more than 50% of the community rate must be reduced to

the 150% level.
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_pose. The commissioner is hereby authorized to issue such rules and
regulations as are necessary and not inconsistent with this act.

{d} 4/ | The commissioner may at any time, after a hearing of

which not less than 20 days’ written notice shall be given to the
_insurer, withdraw approval of any such form er any ef the grounds

[_*(9) with the cost of accident and sickness policies utilized by groups as the N 3"

stated in this seeHon or|rate in the event the commissioner finds

l—— disapprove any

such filing no longer meets the requirements of this section or of
article 22 of chapter 40 of the Kansas Statutes Annotated, and
amendments thereto. It shall be unlawful for the insurer to issue
such form or use it in connection with any policy after the effective
date of such withdrawal of approval.

~g) |Violations of subsection (e) shall be treated as violations of
the unfair trade practices act and subject to the penalties prescribed
by K S.A. 40-2407 and 40-2411 and amendments thereto.

{e} (&) [Hearings under this section shall be conducted in ac-
cordance with the provisions of the Kansas administrative procedure
act.
Sec. 3. K.S.A. 1990 Supp. 40-19¢09 is hereby amended to read
as follows: 40-19¢09. Corporations organized under the nonprofit
medical and hospital service corporation act shall be subject to the
provisions of the Kansas general corporation code, articles 60 to 74,
inclusive, of chapter 17 of the Kansas Statutes Annotated, applicable
to nonprofit corporations, to the provisions of K.S.A. 1990 Supp.
40-2250 and 40-2251 and to the provisions of K.S.A. 40-214, 40-215,
40-216, 40-218, 40-219, 40-222, 40-223, 40-224, 40-225, 40-226, 40-
229, 40-230, 40-231, 40-235, 40-236, 40-237, £40-247, 40-248, 40-249,
40-250, 40-231, 40-252, 40-234, 40-2,100, 40-2,101, 40-2,102, 40-
2,103, 40-2,104, 40-2,103, 40-2,116, 40-2,117, £0-2a01 et seq., 40-

2111 to 40-2116, inclusive, 40-2216 40-2215-to 40-2220, inclusive,
40-2401 to 40-2421, inclusive, and 40-3301 to 4(0-3313, inclusive, and
amendments thereto, and to the provisions of K.S.A. 1989 Supp.
40=2221a, 40-2221b, 40-2229 and 40-2230, and zmendments thereto,
except as the context othenvise requires, and shall not be subject
to any other provisions of the insurance code except as expressly
provided in this act.

rdes v 40 At

Sec. 4. K.S.A. 1990 Supp. 46-10e07, 40-19-09, 40-2209 and 40-
2215 are hereby repealed.

Sec. 5. This act shall take effect and be in force from and after
January 1, 1952, and its publication in the stztute book.

It
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(f)_The provisions of subsection (e) shall not apply to any medicare -supplement
policy as defined by the commissioner pursuant to rule and regulation, any pglj
of long-term care insurance as defined by K.S.A. 1990 Supp. 40-2227 and amen {
thereto, any specified disease, specified accident or accident only coverage
|_credit insurance, or any disability income protection policy. 3\0

[

EXPLANATION:- This is a.new concept developed to address problems associateds
primary means of financing health care costs. Therefore, this amendment i \%
é)rgégg% r.é()g ,i,?gc&f_é\cl?élignéc}entify those specialty type products that are i\b
filed in accordance with K.S.A. 40-2215(a) B

EXPLANATION: These amendments have notﬁing to do with the purpose of
House Bill No. 2001 but will correct a long-standing administrative
difficulty by permitting the commissioner to directly disapprove a rate

l (h) .@pplicable to an individual accident and sickness policy. Historically and

currently anyvregulatory control could be applie¥ only to the form with
which the rate is used.

Section 2, subsection (e) of this act

EXPLANATION: Without this emendment, Blue Cross and Blue Shield will no |

longer be subject to prior approval rate regulation. Since the
system of rate regulation enforcement contained in th
unproven,

"post-use"
is bill is new ang
it Is suggested that we not replace the existing mechanism at

Delete the present time.



