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MINUTES OF THE HOUSE COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE.
The meeting was called to order by Chairperson Bill Bryant at 3:30 p.m. on February 21, 1995 in Room 5278

of the Capitol.

All members were present except: Representative Sawyer, Excused
Representative Vickery, Excused

Committee staff present: Bill Wolff, Legislative Research Department
Bruce Kinzie, Revisor of Statutes
Nikki Feuerborn, Committee Secretary

Conferees appearing before the committee: Anita Larson, Security Benefit Group

Others attending: See attached list

Action on HB 2212--Life insurance, clearing corporations

This bill would allow life insurance companies to clear through and register securities with international
clearing corporations. Anita Larson of Security Benefit Group in conjunction with the Insurance Department
presented an amendment to the Committee which included language that would (Attachment 1): set criteria of
ownership and control for clearing corporations to those owned/operated by a bank, trust company, or other
entity subject to regulation of federal reserve board, US comptroller of the currency, securities and exchange
commissioner. This would repeal the leeway clause.

Representative Dawson moved to accept the amendment as proposed. The motion was seconded by
Representative Wilson. Motion carried.

Representative Dawson moved to pass the bill out favorably as amended. The motion was seconded by
Representative Gilbert. Motion carried.

Action on HB 2343--Requiring HMO contracts to cover adopted children
This bill would include the birth mother’s hospital expenses as long as she used the HMO’s facilities.

Representative Merritt moved to pass the bill out favorably. Motion was seconded by Representative
Landwehr. Motion carried.

Action on HB 2010--Medical Savings Accounts

The need for additional amendments to the bill to address such needs as including individuals in the plan and
providing for use of the penalty money if there is withdrawal from the account. This money usually goes
through the Department of Revenue via a rollover mechanism. Employees must be told in advance of this
penalty and that the amount in the account is subject to federal and state tax. Any money withdrawn would be
treated as income. Retirees could use this instrument as a medical IRA or savings account but persons should
be advised to keep it accumulating rather than taking it out unless absolutely necessary. The fiscal note for the
bill might be as high as $7 million. The bill which was passed last year included long-term care and dental
care and it was suggested that this should be added. Investment advisors, brokers and dealers should be
added to the list of persons to be considered as administrators of the account. It was suggested that the
amount required for creating the account would be $2,000 per year as it takes that much for an IRA. There
should be no cap on how high medical savings account can be.

Representative Wagle provided additional information for the Committee: Enrolled House Bill No. 4878 in the
Regular Session of the 1994 Michigan legislature (Attachment 2).

Representative Merritt moved to pass the bill out favorably and then withdrew his motion. Representative Cox
will have the amendments drafted to address the Committee concerns and present them on February 22 for
consideration.

Unless specifically noted, the individual remarks recorded herein have not been transcribed
verbatim. Individual remarks as reported herein have not been submifted to the individuals 1
appearing before the committee for editing or corrections.




CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE,
Room 527S-Statehouse, at 9:00 a.m. on February 21, 1995.

Action on HB 2248--Coverage for mental illness, health insurance

The Committee acknowledged the importance of this issue and the impact it could have on health insurance
premiums. Mr. Wilder of the Insurance Department said he had been unable to get information on rate
increases back from the states which have adopted some form of coverage. This is new legisiation and there is
no track record at this point. Statutorily proponents of a measure are required to furnish cost information fora
proposal. No such btudy has been done in Kansas but the Maryland and California studies indicate the cost
would be less than $1 per month per individual according to Terry Larson.

Additional written information from Gene Johnson was distributed to the Committee members (Attachment

oved to refer thi

o an Interim Committee for further stndv. The motion was
ot

. Y t to 18 to an Intenm mmi
seconded by Representative Correll. Motion carried. If the study is not granted, the bill can be revisited next

Discussion_on HB 2251--Restrictive Use of Genetic Testing
Anita Larson gave reasons for not including life insurance in the genetic testing for health insurance applicants
(Attachment 3):

1. Life insurance and disability insurance are not considered entitlements.

2. People might not be as forthright in answering questions as they would not have to deal with the
insurance company when the beneficiary collects.

3. Life insurance is individuaily underwritten.

4. Life insurance is often repriced or can be canceied.

5. There are risk classifications for life insurarnce.

At this time there is no set definition for genetic testing or information that insurance companies are using.
There was no action on the bill.

Representative Crabb moved to approve the minutes of the February 14 meeting. The motion was seconded
by Representative Dawson. Motion carried.

The meeting was adjourned at 4:50 p.m. The next meeting is scheduled for February 22, 1995.
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Searion of 1995
HOUSE BILL No. 2212

By Committee on Financial Institutions and Insurance

1-27

AN ACT relating to insurance; concerning life insurance companies;
clearing corporations; amending K.5.A. 40-2b20 and repealing the ex-

isting section.

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

Section 1. K.S.A. 40-2b20 is hereby amended to read as follows: 40-
92b20. (a) Any life insurance company heretefore or hereefter organized
under any law of this state, with the direction or approval of a majority
of its board of directors, may:

{e} (1) Adopt a nominee name unique to such insurance company in
which such insurance company’s securities may be registered;

&) (2) designate astate or national bank having trust powers to obtain
a nominee name for such insurance company in which such insurance
company's securities may be registered; or

{e}(3) designate a state or national bank having trust powers as trus-
tee to make any investment authorized by this act in the name of such
trustee or such trustee’s nominee.

(b) Under the provisions of subseetions (b} and (e} paragraphs (2)
and (3), the designated state or national bank, in accordance with the
provisions of K.S.A. 84-8-108, and amendments thereto, may arrange for
such securities to be held in a clearing corporation. Such arrangement
must be in accordance with a written agreement, approved by the com-
missioner of insurance, between the insurance company and its desig-
nated bank and must impose the same degree of responsibility on the
bank as if such securities were held in definitive form by such bank.

()

(c) Asusedin this section “clearing corporation” meansfa corporation

defined in subsection (3) of KS.A 84-8-102, and amendments thereto,c—{(7]) any organization or system for the

gxcgpt_mmod i cocurities issued outside r‘lffl'w United-States;

“Jonring. corporation’ alea means-a r-nmnrnh’nn’ OO0 Eerative—or nt:k@;-
=] F 4

Gsun-h—y .:.-:d q‘.."’_""n”’] gr'vnf’no- suﬁl‘ lawse to. clear and. cottle Oamu—i{‘;aom_

ctione by computerized-book m'h—y Such fn-rpign r7pnﬁ'ng I‘nr;_’)azgﬁeﬂ.

Wﬂk—wﬁ’
ulanon_mmautta_th&.promn&qﬂthe_bankmg.

laws nft}wo state nf Kancas_ The-commissioner nf insurance. mny declare

clearance and settlement of securities
transactions which is operated or owned
by a bank, trust company or other entity
that is subject to regulation by the United
States Federal Reserve Board. or _the
United  States  Comptroller _of _the
Currency, (i) any clearing agency
registered _ with the Securities _and
Exchange Commission pursuant to the
sgjcﬁfi’tfeg*“Exchaﬁggg\;gt;m{;“;é&i‘aﬁ
17A, and amendments thereto, or (iv) any
other corporation, cooperative or other
organization which is deemed satisfactory
by the commissioner of insurance,
regardless —of whether any clearing~}
corporation or agency described in clauses
(i), (iii) or (iv) of this subsection (c) isa
member of a federal reserve bank or is
subject to supervision or regulation
pursuant to the banking laws of the state

of Kansas.
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HB 2212

Sec. 2. K.S.A. 40-2b20 is hereby repealed.
Sec. 3. This act shall take effect and be in force from and after its
publication in the statute book.
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' STATE OF MICHIGAN
87TH LEGISLATURE |
REGULAR SESSION OF 1994

Introduced by Reps. London, Martin, Sav.mders, Va.rga. Bullard, Joe Young, Jr.,McBryde, Hs.mmerstmm,
Jamian, DeMm, Fitzgerald, Hill, Délan, Schroer, Shugars, Griffln, McNutt, Llewel.lyn, Leland, Bobler,
Gustafson, Gérnaat, Voorhees, Horton, Goschka and Bodem

/ Reps: Allen, Alley, Anthony, Bankes, Brackenridge, Byrum, Crissman; Cropsey, Dalman, DeLange, Dobb,
- Dabronski, Gagliardi, Gnodtke, Hillegonds, Jacobetti, Jersevic, Johnson, KiZa, Kukuk, Lowe, McManus,
\ Middaugh, Oxender, Pitoniak. Pon'eca, Profit, Rocta, Stille, Vorva, Weeks and Wetters named co-sponsors

ENROLLED ‘HOUSE BILL No. 4878

AN ACT to permit the establighment and maintenance of medical care savings accountss to provide penalties and
ramedies; to provide for certain tax credits; ¢o prescribe the réquirements of and restmtmns on medmal care.zavings
accounts; and to repeak this gek ona spemﬁc date.

S

" The People of the State of Mwhzgan enact:
Bec. 1. This act shall be known and-may be cxbed us the “medmnl care savmgs account a.ce”

Sec. 2. Asusedmthisact.. “ ',. ‘ : . . - o
(a) “Account admmistratox" méans any of the following: ‘ ‘

(£ A state chartered bank, savinge and loan association, credit umon, or tnwt company authonzed to act as fidugiary
and under'the supervision of the finandial institutions buresu of the department of commerce; or ' national bgnlnng

. assocfation or federal lavings and loan sasociation or eredit union authorized.to ‘act as fiduciary in th}é state;

(%) An insurance eampany authonzed to do businesa in this state putsuant to thei insurance eode of 1956, Act No, 818
of the. Publie ‘Acta of 1956, being: zectioris 500. 100’ £0-500:8302 of the® Michigan' Compiled "Laws,” or-d- “health ‘care
corporation operating pursuant to'the nonprofit health care eorporation reform act, Act Na. 350" ot ﬁhe Pubhc Acts of
1980, being sections: 5501101 to 550.1704 otbhe Mmhxgsn Coinpiled Lawa. .- ;.. pondiaesng o0 g

GiNA broleerdegler, commodlw wsuer, or investment advisor regmtered pursuanb to the umfomr secuntxes *actz, Act-

. +No,:2856f the. Publid; Asta of 1964, being. ssctions 451501:t0 BLEIS of the Mishigen Co —
-.gmsme?t oompany xegntered undprthegznvesbnent eqmp;ny m of 1946 hﬂa I nf &mpéen mﬁtgt\ 'fSQ f U.S,C
.:808-1:to 80a-64, i

1,‘14 R I i “n! Lo gebtad

arty sﬁirxinistmtonmt}x & current;eex’dﬁcate of' authority issued puxsuant to. the bhu‘d party

U A thu'd

, admhustrator act “Act No. 218 of the- Pubhn Acea of 1984 bemg aeehomrssomi to 550.862 of tha Machigan Oompiled

Laws . ¥ "'." L i

(A eert:ﬁed publie accountant licensed to pmcmce in this state pursuant. to artxcle 7 of the occupatmnal codef, Act
No. 295 of the Public Acts of 1980, being sections 339.701 ta 389.718 of the’ Michigan Oompxled Laws,,.

() An employer if the empioyer has 3 self-msured health plan under ERISA.
(mi) An employer that parhcxpates in the medxcal care savmga account program

ot K f
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(b) “Account holder”. means the resident individual who establishes a medical care savings account or 1ur whose
benefit a medical care savings account is established,

(¢) “Deductible” means the total deductible for an employee or account holder and all the dependents of that
employee or account holder for a calendar year. - . '

) (d),"fDe;Sez}dent'g meahs"the spouse of the employee or account holder or & child of the employee or accourxf, holder if
the child-isiary of the following: : o ' ) ‘

*§) Under 28 years of age and enrolled as a full-time student at an aceredited college or university or under 19 years
of age. ‘ : L .

(i) Legally entitled to the provision of proper or necessary eubsistenge,,.edu'cation, medical care, or other care-
niecessary.for his or her health, guidance, or well-being and not otherwise emancipatad, self-supporting, married, or a
memberofthagnqedfowesoftheUrﬁtedStam. - L . -

(#47) Mentally & phyically incapacitated 4o the extent that he or she is not selfsufficient, -

(e) “Domicile” means a place wheke an individual has his or her true, fixed, and permanent home and principal

' eatablishment, to which, whenever absent, he or she intanda to return, Domicile continues until another permanent
home or principal establishment is established. : :

(D “Eligible medical expense’ means an expense i)aid by the t@xpayer for mlediea.l care déhcribed in zection 213(d)
of the internal revenue code. - ' S

(8) “Employee" means the individusl for whose benefit or for the benefit of hose dependents & medical care savings

-account: i3 established. Employee ineludes a self-employed individual. _
(h) “ERIBA” means the employer retirement income aeéurity act of 1874, Public Law 98-406, 88 Stat. 829,

, (D “Higher deductible” means a deductible of not less than $1,000.00 and not motre than $8,000.00 for 1984, This
‘feinimum and maximum ghall be adjusted annually by the department of treasury to reflect ineresses in the general
 price level as defined in section 83 of article IX of the state consﬁtution of 1968,

() "Medical care savings account” or “aceount” means an account established in this atate pursuant to a medical care
savings account program to pay the eligible medical expenses of an employee or account holder and the dependents of
the employee or account holder, - o : o :

(k) “Medical care savings account program” or “prograin” meana 1 of the following pmgrgmé:

(9 A program established by an employsr that previously provided a health coverage policy, certificate, or contract
or self-insured health plan that includes all of the following: ' :

(A) The purchase by an employer of a qualified higher deductible health plan for the henefit of an employee and his
or her dependenta.

(B) The contribution on behalf of an employee into a medical care savings. account by his or her emploi'er of ]l or
part of the premium differential realized by the employer based on the purchase of a qualified higher dedudtible health
plan for the benefit of the employee but not less than $1,000.00. The employee may contribute into the sccount in
addition to a contribution by the employer all or part of the difference between the employer’s contribution and the
maximum contribution as determined pursuant to this sub-subparagraph, A eontribution under this sub-subparagraph
shall not exceed $3,000.00 for 1984, For each year after 1994, thia maximum shall be adjusted annually by the

dapartment of treasury to reflect incresses in the general prics level a8 defined in section 83 of article IX of the state
constitution of 1963. : : : .

. (i) A program.established by an employer that did tiok previously provide & health coverage policy, certificate, or
contract or self-instired health plan that includes all of the followingz -~ . . _
(A) The purchase by an employer of  qualified higher deductible health plan for the benefit of an employee and his

or hey dépendents, o o T e e ‘

. (B).Tha contributish ‘on behalf of an emaployee into a medical care savings ‘sccount by hia or her emplayar of all or
part of the deductible of the plan purchased pursuant to subparagraph (iA). The employee may contribute into the
account in addition to a contribution by the employer all or part. of the difference between the employer's contribution
and. the maximum contribution as determined pursuant to this sub-subparagraph. A contribution under this sub-
subparugraph shall not exceed £3,000.00 for 1994. For éach year after 1694, this maxitum shall be adjusted annually by
the department of treasury to reflect increases in the general price level ss defined in section 33 of article IX of the
.8tate constitution of 1968, : ’ -

.o ' [N -
(#) A program established by an sccount holder that includes all of the following:

(A) The purchase by_the account holder of & qualified higher deductible health plan for the benefit: of the account
holder and his or her dapendents. S , ~

2
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(B) A contribution by the account holder.not to exceed $3,000.00 for 1994 into 4 medical cave aa;vings aceount. For

each year after 1994, this maximum shall be adjusted by the department, of treasury to reflect inereases in the general

price lavel as defined in section 33 of article IX of the state constitution of 1963,

() “Qualified higher deductible health plan” mesna a health coverage policy, certificate, or contract or health plan
that provides for payments for coverad benefits that éxceed the higher deductible and that is purchased or establizhed
by an account holder or by an employer for the benefit of an account holder or.employee for-whom the account holder
or employer makes deposita into a medical care savinga acsount, '

ee, 3, (1) For tax yeara beginning after.1998, both of the following apply: ,

(4) An employer, except as otherwise provided by statute, contract, or a collective bargaining agreement, may offer
& medical care zavings account program to the employér’s employees, o . . :

. (b) A resident individual may establish a medical care savings account program for himself or herself or for'his or

her dependents, ‘ S o i e . . ' -

(2) Before making any contributions, an employer that offers a medical care savings accoiint program zhall inform
all employees in writing of the state and federal tax status of contributions made pursuant to thig act.

(8) Upon agreement between an employer and aceount holder, an account holder may have his or her employer

contribute either to the account holder's medical cara savings account or continue to make contributions under the
employer's existing health insurance poliey or program. ' ‘ S , 3

Sec. 4. (1) An aceount administrator shall administer the medical care savings account from which the payment of .-

claims is made and has a fiduclary duy. to the perzon for whose benefit the aceount administrator administers an
account, : o

(2) Not more than 80 days after an account administzator begins to administer an account, the account adminiat.ratbr

‘ghall notify in writing each employee and ‘account holder on whose behalf the account administrator administers an
-aceount of the date of the last business day of the account sdministrator’s business year. =

(3) The account administrator shall utilize the funds held in & medicsl care savings account solely for the purpose of
paying the eligible medical expenses of the employee or account holder or his or her dependents or to purchase a health
coverage policy, certifiexte, or contract. Funds held in a medical care savings account shall not, be used to pay medicsl
expenses of the employee or account holder or his or her dependenta that are otherwize reimburgable including but not
limited to medical expenses payable pursuant to an automobile insurance policy, worker's compensation insurance poliey
or self-insured plan, or another health coverage policy, certificate, or contract. -

(4) The emplayee or aceount holder may submit documentation of medical éxpeﬁses paid by the employee or account
holder in the tax year to the account administrator, and the account administrator shall reimburse the employee or
account holder from the employee's or account holder’s account for eligible medical expenses, -

(5) If an employer makes contributions to s medical care savings account program on a periodic inatallmeht basis,
the employer may advance to an employee, interest free, an amount necesaary to cover medical expenses incurred that
exceed the amount in the employee’s medical cave savings account at the time the expense i incurred if the employee

agrees to repay the advance from future installments or when he or she ceases to be an emplo_yee of the employer.

See. 5. (1) An employeé or account holder may withdraw money from his or her m'edi(w.l’ ¢are savings account for any

purpose other than a purpose described in section 4(3) only on the last business day of the sccount asdministrator’s
business year, ‘ ' '

(2) Subject to subsection (3),.if the employee or account holder withdraws money for any purpose other than a
purpose desecribed in section 4(8) at any time other than the last business day of the aceount administrator, the
administrator shall withhold from the amount of the withdrawal and on behalf of the employes or aceount holder shall
pay a penalty to the department of treasury equal to.10% of the amount of the withdrawal, , '

(8) The amount of a disbirsement of any adsets.of a medical cave savings account pursuant to « filing for protection
under title 11 of the United States Code, 11 U.8.C. 101 to 1330 by an employee, account holdet, or person for whose
benefit. the account was established iz not ¢onsidered a withdrawal for purposes of this section;

' !

(4) Upon'the death of the employée or account holder, the account administrator shall distribute the principal and
accumulated interest of the medical care savings account to the estate of the employee or account holder. '

(6) If an employee is no longer employed by an employer that participates in a medical care savinga account program
and the employee, not more than 60 days after his or her final day of employment, transfers the account to a new
account administrator.or requests in writing to the former employer's account administrator that the account remain
with that administrator and that account administrator agrees to retain the secount, the money in the medical care
savings account may be utilized for the benefit of the employee or his or her dependents subject to this act and is
ineluded for purposes of calculating the credit inder section 284 of the income tax act of 1967, Act No, 251 of the Publie
Acts of 1887, being section 206.264 of the Michigan'Compiled Laws. Not more than 80 days 4fter the expiration of the

8
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60 days, if an account administyator has not accepted the former employee’s account, the employer shall mail a check to
the former employee at the employee's last known address equal to the amount in the account on that day. If an’
employes becomes employed with a different employer that participates in s medical care savings aceount program, the
employee may transfer his or her medical care savings account to that new employer’s account administrator. If an
aeccount holder becomes an employee of an employer that participst,es in the medical care gavings account program, the
account liolder may transfer his or her account to the employer’s account administrator,

Sec. 6. The eommmaioner of insuranca shall report on or before January 1, 1988 to the senate and house of
represent.at.wea atanding committess on insurance and health issues all of the ﬁollowmg'

(a) The: avaﬂabxhty of‘health care coverage under and market share of medical eare saﬁngs aeeount programs,
(b) Reguiltg of a survay of employer and employee aatisfaction with medical care savmgs account programs
(c) The reaults of 4 loss rat.io study relatiwe to medieal care savings account progmma.

. See. 7, This, act s repeabd eﬁective January 1, 1899,

Sec. 8 Th:.s act ahaﬂ not take eﬂ‘ecf. unleas Senate Bﬂl No. 926 of the 8Tth Legmlature is enacted into law.
- This act is ordered to take unmedxate affact.

s Co-Clerk of the Ho_use of Representatives,
i ;
\A o eSS
Secretary of the Senate.
Approved
Governor.
s . @i
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Group of Companies

Security Benefit Life Insurance Company 700 Harrison St.
Security Benefit Group, Inc. Topeka, Kansas 66636-0001
Security Distributors, Inc. (913) 295-3000

Security Management Company

February 20, 1995
Subj: House Bill No. 2251; Genetic Testing
Dear Chairman and Committee Members:

On behalf of Security Benefit Life Insurance Company, 1 attended the hearing
on House Bill 2251 pertaining to genetic testing.

During the hearing, the question was posed as to why House Bill 2251 does not
prohibit the use of genetic testing in the underwriting of life insurance and
disability income. Genetic testing is an issue of great importance both to the
insurance industry and the insurance purchasing public. Security Benefit
would appreciate the opportunity to respond to the question and asks that the
Committee consider the following during its deliberations on this proposal.

Risk classification

Risk classification constitutes the essential framework or foundation for the
present private system of insurance. It is a process that involves the separation
of applicants into different categories, each category containing insureds with
similar risk characteristics and expectations of loss.

Risk classification protects insurers and their insureds by perpetuating insurers'
financial soundness. It enhances overall fairness in the underwriting process to
the advantage of all applicants as well as all existing policyholders . Without
risk classification, the existing private insurance market could not exist. We do
not believe that insurance consumers desire a fundamental restructuring of the
current insurance marketplace.

The socialization of risk involves very significant costs. The nature of the
costs obviously will vary depending upon the nature of the public protection
system devised. The cost may include: the subsidization of unhealthy people
by healthy people; increased taxes or employer mandates to provide coverage;
or mandatory participation in a public system.

Risk classification and genetic testing

Genetic information includes, but is not limited to, the results of genetic tests.
Insurers have used genetic information in the underwriting process for a long

/ s
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time. Medical scientists regard most medical information as having at least
some genetic component. Applications for insurance policies commonly seek
information on family history, cholesterol, hypertension, coronary heart
disease, cancer and diabetes and many other impairments that may have a
genetic basis. Many applicants for insurance are requested to undergo blood
and other tests for conditions or diseases such as high cholesterol that may
have a genetic component. Consequently, a limitation or prohibition of
underwriting on the basis of genetic information or genetic tests would limit or
prohibit traditional medical underwriting.

No accepted definition of "genetic tests"

There are no generally accepted definitions of the terms "genetic tests” or
"genetic information.” As we learn more and more about the genetic
mechanisms of disease, we are finding it increasingly difficult to make
distinctions between "genetic" diseases and "nongenetic" diseases.
Consequently, it will become increasingly difficult to deal with genetic
information as special and separate from other forms of health related
information because diseases are increasingly understood as having both
genetic and environmental components.

Life and disability income insurance coverages

We believe that life and disability income insurance coverages are different
than health insurance. We believe that the following distinctions are important.

By many, health insurance is considered a "right.” Whereas, life and disability
income insurance coverages are not viewed as "entitlements."

Life insurance and disability income policies provide benefits directly to a
beneficiary or to the insured, respectively. Health insurance contracts provide
indemnification or reimbursement for the cost of medical services incurred by
the insured. As a result, there is more incentive for an applicant to seek to
obtain a windfall through purchase of life or disability insurance than through
purchase of a health insurance contract.

Life and disability income insurance is individually underwritten. Both the
underwriting and the pricing of these policies are performed at the inception of
the contracts. Once issued, neither the terms of nor the premiums for these
policies can be changed regardless of changes in the nature of the insured risk
or the length of time during which the contract is in effect. Life and disability
income policies cannot be terminated except for non payment of premium.



Most health insurance is not individually underwritten. It is group rated,
repriced annually and can be canceled under certain circumstances. Because
life and disability income is individually underwritten, such insurers are more
vulnerable than health insurers to adverse selection which could result from
limitations on access to and use of relevant underwriting information.

During the hearing on House Bill 2251, Representative Garner stated that this
proposal was not introduced in response to a specific or existing problem.
Although it is often wise to be proactive and not reactive, in this instance it
may be advisable to delay action until problems, if any, are identified.

We appreciate the opportunity to respond to the question raised pertaining to
life insurance and disability income.

Very truly yours,

a

Anita Larson
Assistant Counsel
Security Benefit Life Insurance Company



Kansas Alliance on Alcohol
& Other Drug Services Inc.

409 N.W. Third « P.O. Box 414 « Abilene, Kansas 67410
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February 16, 1995

Representative Bill Bryant, Chairman,
House Financial Institutions and Insurance
Statehouse

Topeka, KS 66612

Reference: House Bill 2248
Dear Representative Bryant:

During my testimony on February 14, 1995 regarding HB 2248, I was asked
by Representative Ray Cox what the fiscal note might be on including alcohol
and drug addiction in all forms of health insurance offered in the State of
Kansas. If I remember correctly, in 1985 when the mandates were placed on
alcohol and drug addictions, the cost at that time was about one dollar per
person, per month, for that coverage.

I have checked with Commissioner Andrew 0'Donovan, Alcohol and Drug
Abuse Services/SRS, to see if he knew if there was such a cost on the
national level. He indicated that to the best of his knowledge, during the
Reagan Administration, information was gathered nationally and it was
determined that coverage for alcohol and drug abuse would run in the
neighborhood of $1.47 per person, per month. Further studies indicate that
in no way would the cost per person per month, exceed $2 for full coverage.

Commissioner 0'Donovan suggested that I contact the State of Washington
because they have done considerable amounts of research in this area. I
contacted a Chris Hanson in the State of Washington on February 15, 1995 and
obtained the following information.

My. Hanson indicated that Washington is presently offering co-pay at
the rate of $100 per day for a maximum of five days, with unlimited maximum
benefits. Outpatient co-pay at the rate of $15 per visit with unlimited
benefits. This would cost insurer, per person, $1.13 per month. This
indicated that if hospitalized for alcohol and drug addiction, the maximum
the 9individual would pay for that hospital stay would be $500. If that
person was treated on outpatient basis, he would have unlimited benefits but
it would cost him $15 per visit for those unlimited benefits.

Mr. Hanson also indicated to me that in the State of Washington most of
their treatment centers were free-standing, away from hospitals, and their
costs were considerably less than what a total hospital treatment program
could offer. We have seen this being developed in the State of Kansas in
that hospital stays are limited in duration and those patients are then
treated on an outpatient basis.
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Mr. Hanson also indicated that they had compiled their figures and
calculated their premium from commercial insurance actuarial data, using
the commercial figures to establish this rate of premium.

I have requested an entire report on what is being done in the State
of Washington and will share that information with you as soon as it is
received by my office.

Respectfully,

éene Johngon

Legislatfve Liaison

Kansas Alcoholism and Drug Addiction Counselors Association

Kansas Alliance on Alcohol & Other Drug Services Inc.

Kansas Community Alcohol Safety Action Project Coordinators Association



