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MINUTES OF THE JOINT SENATE COMMITTEE ON COMMERCE AND FINANCIAL INSTITUTIONS
AND INSURANCE

The meeting was called to order by Chairperson Alicia Salisbury at 8:00 a.m. on January 30, 1997 in Room
123-S of the Capitol.

Members present: Senators Salisbury, Barone, Brownlee, Feleciano, Gooch, Harris, Jordan, Ranson,
Steineger, Steffes and Umbarger.

Members present: Senators Steffes, Barone, Becker, Biggs, Brownlee, Clark, Corbin, Feleciano and Praeger.

Committee staff present: Lynne Holt, Legislative Research Department
Jerry Donaldson, Legislative Research Department
Bob Nugent, Revisor of Statutes
Fred J. Carman, Revisor of Statutes
William G. Wolff, Legislative Research Department
Betty Bomar, Committee Secretary

Conferees appearing before the committee:

Tom Wilder, Kansas Insurance Department

Philip S. Harness, Director, Division of Workers Compensation

James Schwartz, Consulting Director, Kansas Employer Coalition on
Health, Inc.

Bill Pitsenberger, Vice-President and General Counsel, Blue Cross/Blue Shield of
Kansas

Terry Leatherman, Kansas Chamber of Commerce and Industry

Others attending: See attached list

Legislative Research Department distributed a copy of National Association of Insurance
Commissioners (NAIC), A Progress Report on the Implementation of 24-Hour Coverage, on file in the Office
of Legislative Research and a copy of the Special Committee on Insurance report on “Twenty-four Hour
Coverage”. Attachment 1

SB 3 - Workers Compensation, 24-hour coverage pilot projects

Tom Wilder, Kansas Insurance Department, testified in support of SB 3. Mr. Wilder stated the
legislation allows Kansas to establish one or more pilot projects to study the feasibility of “24-Hour Insurance
Coverage”. SB 3 provides for combining workers compensation coverage and health insurance into a single
product. SB 3 is based on a Model Act drafted by NAIC, and authorizes the Insurance Commissioners to
run the projects and report the findings to the legislature. SB 3 allows the Insurance Commissioner to
promulgate rules and regulations, provides that coverage of benefits cannot be less than that required under the
workers compensation statutes, allows any accident and health insurer or workers compensation carrier to
participate in the pilot projects provided they can demonstrate the resources and ability to provide service to
employers and to employees and their families; allows the Commissioner to enter into contracts, following the
bidding procedures of the state; gives the Commissioner the ability to accept grants or gifts; provides that the
exclusive remedy will apply to pilot projects; requires any insurer that participates to file their policy rates and
forms with the Insurance Department; establishes a “24-Hour Coverage Task Force”; and sunsets the act on
January 1,2002. Mr. Wilder stated the benefits of combining health insurance coverage and workers
compensation benefits are: reduction in administrative costs; reduction in health care costs due to use of a
single managed care network; allows employers to better monitor health care needs of employees; avoids
duplicate claims and fraud for work related injuries; and avoids disputes and litigation with employees over
what is or is not a work related injury. Attachment 2

Mr. Wilder stated the pilot projects studied in other states have had a mixed success. Due to the
reduction in workers compensation rates, there is less pressure and interest in exploring new and innovative
ways to cut health care costs, whether health or workers compensation.

Philip S. Harness, Director, Division of Workers Compensation, raised legal questions associated
with SB 3. Mr. Harness questioned the constitutionality of the proposed legislation as relates to equal
protection. Mr. Harness submitted a number of questions about the impact of SB 3 and how it will work
with the Workers Compensation Act, in particular: the use of the Workers Compensation medical fee schedule;

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 1
appearing before the committee for editing or corrections.



CONTINUATION SHEET

MINUTES OF THE JOINT SENATE COMMITTEE ON COMMERCE AND FINANCIAL
INSTITUTIONS AND INSURANCE, Room 123-8 Statehouse, at 8:00 a.m. on January 30, 1997.

the choice of physician; requirements of notice and written claims; lifetime medical benefits applicable to non-
workplace injuries and illness; indemnity adjudicated by Workers Compensation; attorneys’ fees; volunteer
coverage; and preexisting functional impairment. Mr. Harness stated that to his knowledge there is not a
successful pilot projects in 24-Hour coverage. Attachment 3

James Schwartz, Consulting Director, Kansas Employer Coalition on Health, Inc., testified in support
of SB3. Mr. Schwartz stated the Coalition is 70 employers across the state, including: Kansas Association
of Public Employees, Western Resources, Cessna, and some private health care companies. Mr. Schwartz
stated health care costs are cyclical. Costs presently are in a decline; however, experts are saying health
insurance costs are expected to increase by 3% this year and by 10% in 1998. The availability of a “24-hour
coverage” is beneficial to certain companies, particularly those competing against foreign firms. Mr. Schwartz
stated the pilot project created by the bill will give Kansas a chance to evaluate the methods and benefits of
such coverage. The present system has created an artificial division between workplace and non-workplace
health coverage. The “24-hour coverage” consolidates delivery of care under a single system. The benefits
are: uses own primary care physician; costs of care are reduced, creates an incentive for patients to seek low-
cost care; administrative costs reduced; fewer indemnity claims. Attachment 4.

Bill Pitsenberger, Vice-President and General Counsel of Blue Cross and Blue Shield of Kansas,
testified in support of SB 3. Mr. Pitsenberger stated it is his belief that the 24-hour coverage concept might
make the health benefits system easier to negotiate for employees, reduce the adversarial relationship that
arises between employees and their employers, an provide coverage without complications and delay. A
seamless system makes the cause of the injury immaterial. Mr. Pitsenberger testified the Commissioner and
the task force will have a big job as there are substantial differences between the two compensation systems.
Intertwining these two systems to create a functional 24-hour coverage system could be beneficial to certain
groups or companies throughout the state. Attachment 5

Terry Leatherman, Kansas Chamber of Commerce and Industry, testified in support of SB 3. Mr.
Leatherman stated the compensation insurance rates are around $60M less than they were prior to the reform
legislation enacted in 1993. The present healthy condition of the workers compensation insurance today
contributes to the idea of exploring a 24-hour coverage pilot project. This permits a study of an insurance
structure that could become a useful alternative for some Kansas employers. Attachment 6

The Committee discussed the impact legislation for 24-hour coverage would have on both employers
and employees: whether the proposed legislation creates a paternalistic system; whether the task force
membership should be expanded to ensure participation of significant players in the workers compenation and
health insurance systems; whether there is a “problem” that requires such legislation.

Senator Steffes asked for introduction of legislation which would more clearly define voting members of the
Municiapl Investment Pool Board. Attachment /.

Senator Feliciano moved for the introduction of the requested legislation. Motion was seconded by Senator
Becker. Motion carried.

Senator Praeger asked that conceptual legislation be introduced regarding patient protection issues within
managed care.

Senator Feliciano moved that the conceptual request be introduced into legislation. Motion was seconded by
Senator Barone. Motion carried.

The hearing was concluded at 9:45 a.m. The next meeting is scheduled for January 31, 1997.
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SPECIAL COMMITTEE ON INSURANCE

STupY ToriC: Twenty-Four Hour Coverage*

SUMMARY: The Special Committee on Insurance
was aware that several states have reviewed the
concept of combining, in some fashion, health
insurar.ce coverage and workers’ compensation
benefits and that at least five states had enacted
legislation for pilot programs.

Upon a review of those programs, the Com-
mittee recommends the 1997 Kansas Legislature
enact a pilot project which is voluntary to both
employers, employees, and insurers; provides a
defined benefit package; continues for at least
three years; and provides reports and evaluations
of the pilot project to the Legislature.

BACKGROUND

Escalating premiums for both employer-pro-
vided health insurance and workers’ compensa-
tion insurance drove payers of those premiums in
the 1980s and 90s to search for less expensive
alternatives to those two types of coverage. Since
workers’ compensation insurance is generally a
statutory mandate on employers, states, too,
began searching for alternatives to the traditional
delivery systems.

One alternative quickly seized upon by those
seeking premium relief was 24-hour coverage.
The National Association of Insurance Commis-
sioners (NAIC) has identified six variations of that
coverage which have been under consideration in
various jurisdictions and has noted advantages
and disadvantages to the proposition. While not
important to define each of the six here, suffice it
to say that, generally, 24-hour coverage is any
combination of traditional health insurance and
workers’ compensation insurance that attempts to
dissolve the occupational and nonoccupational
boundaries between the two coverages.

ADVANTAGES. In its consideration of a pilot
project, the State of Maine listed the following
possible benefits of streamlining administration
and combining the delivery of health care ser-
vices for both on and off the job injuries and
diseases: expanded and uninterrupted benefits
for employees; lower administrative costs for

employers; expanded health coverage for persons
not fully covered by the present system; less
duplication; and improved quality of health care
through an integrated treatment approach. )
BARRIERS. Every state looking at the concept
has delineated nearly the same list of barriers to
implementing a plan, including: the difference
between workers’ compensation insurance as a_
“no-fault” exclusive remedy compared to accident
and health coverage which is occurrence-based
and may involve deductibles and copayments for

" coverage; the fact that health care benefits for self-

insured are Employee Retirement Income Security
Act of 1974 (ERISA) protected versus workers’
compensation benefits which are ERISA exempt;
insurers who provide accident and health insur-
ance are not the same insurers writing workers’
compensation coverage and different statutorily
required guarantee funds protected the two
different types of coverage; and, on the regulatory
scene, generally two different agencies administer
the laws—insurance commissioners in charge of
traditional insurance products and other boards,
commissions, or divisions of agencies responsible
for workers’ compensation benefit supervision.

COMMITTEE ACTIVITY

The Special Committee on Insurance heard
conferees representing the Kansas Insurance
Department, the Health Insurance Association of
America (HIAA), and counsel for Kansas Blue
Cross and Blue Shield.

The insurance commissioner and her staff
reviewed other states’ experiences with 24-hour
coverage legislation noting that 16 states have
pilot projects or are considering legislation that
would allow the sale of 24-hour coverage insur-
ance products. Three of those states, California,
Kentucky, and Oregon had pilot projects under
way during the course of the Commiittee’s study
and, by the end of the study, Oregon had issued
a final report on its project.

Department staff also informed the Committee
that the NAIC has developed a Twenty-Four Hour
Coverage Pilot Project Model Act which states
could adopt or adapt to their particular circum-
stances. The department recommended that the
Legislature approve legislation to allow for a 24-

hour coveragie pilot project in Kansas; The legis-
* S. B. 3 accompanies the Committee’s r% %72 .7 me%
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tion would not have to be the model act; rather
it should be designed to give authority to the
commissioner to develop the project in conjunc-
tion with the insurers, employers, labor represen-
tatives, and other governmental regulatory bodies
(Department of Human Resources, Division of
Workers’ Compensation).

The representative of the HIAA indicated the
interest of the HIAA grew from the fact the trade
association represented over 300 insurers that
write 80 percent of the health insurance in the
United States. He noted the HIAA supported
managed care programs and techniques to
achieve high quality, cost effective health care; to
increase access to care; and to reduce administra-
tive costs. Twenty-four hour coverage plans that
integrate insurance products, he said, might
facilitate those goals. While the HIAA supports
legislation authorizing pilot projects, certain
provisions should be incorporated in the pro-
posal, including that: the project be voluntary; the
project be based on the principle of exclusive
remedy; and the legislation address the ERISA
issues inherent in such an enactment. Further, he
said the proposed legislation should include,
among other things, elements of managed care;
incentives for consumers to be cost conscious;
case management; plan language contracts and

.plans; and sufficient statistical data to measure the
effectiveness of the pilot project.

Finally, counsel for Blue Cross and Blue
Shield of Kansas reviewed several approaches to
24-hour coverage, the legal issues associated with
such coverage, the NAIC model act, and the
status of projects in other states.

On this later point, the final report on the
Oregon project disclosed disappointing results
after three years. According to reports, enroll-
ment in the project fell far short of expectations
expressed at the time the project was legislated.
Apparently, between the time of enactment and
the implementation of the project, rates in the
open market for workers’ compensation coverage
fell by 40 percent, due in part to significant
reform of the workers’ compensation system,
thereby removing any price advantage for the
project participants. Further, reforms in health
care helped to limit the rate of increase in the cost
of traditional health care plans and thereby dimin-
ished interest in alternative programs.

1996 Special Committee on Insurance

CONCLUSIONS AND RECOMMENDATIONS

The Special Committee on Insurance appreci-
ates the comments of the conferees and finds
merit in the concept of 24-hour coverage. If there
are benefits to be gained by combining, in some
fashion, workers’ compensation and traditional
health insurance, Kansas employers and employ-
ees should have the opportunity to share in those
benefits.

The Committee, therefore, recommends
introduction of a bill to authorize 24-hour cover-

pilot project. : u

. age plans in Kansas within the defined limits ofa - -



Kathleen Sebelius

Commissioner of Insurance

Kansas Insurance Department
MEMORANDUM

To: Senate Commerce Committee;
Senate Financial Institutions
and Insurance Committee

From: Tom Wilder
Re: Senate Bill 3 (“Twenty-Four Hour Coverage” Pilot Projects)
Date: January 30, 1997

I am appearing today in support of Senate Bill 3 that will allow Kansas to establish
one or more pilot projects to study the feasibility of “24-Hour Insurance Coverage” which
combines workers compensation coverage and health insurance into a single product.
Currently, sixteen states have instituted or are considering pilot projects as a means to
control the costs incurred by business in providing health insurance coverage and workers
compensation benefits to employees.

In 1995, over 47 thousand Kansas businesses paid approximately $337 million in
workers compensation premiums. In addition, there are a number of companies which
either form pools to purchase workers compensation insurance or they “self-insure” the _
risk. That same year Kansas employers purchased over $785 mﬂhon in group health
insurance. Clearly, the benefits provided to workers has a major impact on the cost of
doing business. The concept behind S.B. 3, and the 24-Hour Coverage pilot projects
which have been attempted in other states, is to provide administrative cost <savings to
employers without taking away benefits from employees who are entitled to
compensation, especially for workplace injuries.

The benefits of an insurance product which combines health insurance coverage

and workers compensation benefits ar%&s fallows: % ,(/(Zu/ W oel A
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« Reduced administrative costs because of one source administration of all claims.

« Reduced health care costs because of the use of a single managed care network for
employee/family medical needs.

o Allows employers to better monitor health care needs of employees.

« Avoids duplicate claims and fraud for work related injuries.

« Avoids disputes and litigation with employees over what is or is not a work related
injury.

The combination of these two types of insurance into a single product is not easy
to do. Workers compensation insurance and group health insurance are two distinct types
of coverage that are underwritten and marketed in different manners. For example, health
insurance coverage is generally priced based on the health history of the employees and
their families in the group. There are specific requirements in our laws for group plans
and for health insurance sold to small employer groups (i..: those businesses with 3 to 50
employees). The insurance provided under the health plan is usually subject to deductibles
and co-payments.

Workers compensation insurance is designed to get the injured worker back on the
job as soon as possible. The insurance premiums are based on the ability of the employer
to provide an injury-free workplace. The cost of insurance coverage is based on the
claims history of the employer. Work related injuries are subject to “first dollar” coverage
and additional compensation for disabilities is provided. L

I have provided the Committees with copies of a most recent quarterly report from
the National Association of Insurance Commissioners (“NAIC”) on the progress of pilot
projects in other states. According to the NAIC_report, there are currently 16 states with
pilot projects. Most of these states are in the start-up phase of their efforts. In addition,
the Robert Woods Johnson Foundation has provided grants to a number of state agencies
and private employers to evaluate the performance of their 24-Hour Coverage pilot
projects. |

Senate Bill 3 will allow the Commissioner of Insurance to set up one or more pilot
projects by rule and regulation. These projects would be based on the recommendations

of a Task Force appointed by the Governor and Kansas Legislature. The Task Force
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would help design the 24-Hour Coverage insurance product that would be offered to
employers through the projects.

The proposed legislation is based on a Model Act drafted by NAIC. It will give
the Insurance Department the authority to run the projects and to ultimately report the
findings of the various pilot projects to the Legislature. The law is designed to sunset on
January 1, 2002. The provisions of the bill are as follows:

Section 1. Title

Section 2. Definitions used in law.

Section 3. Allows the Insurance Commissioner to promulgate rules and
regulations to set up pilot projects. The rules must, at a minimum, include provisions for
the amount of benefits paid to employees and how injuries will be compensated after any
pilot project ends. Grievance procedures and standards for collecting data must also be
established.

Section 4. Provides that coverage of benefits under any pilot project can not be
less than that required under the workers compensation statutes.

Section 5. Allows any accident and health insurer or workers compensation
carrier to participate in the pilot projects provided they can demonstrate the resources and
ability to provide service to employers and to employees and their families.

Section 6. Allows the Commissioner to enter into contracts to establish the pilot
projects.

Section 7. Gives the Commissioner the ability to accept grants or gifts from
charitable foundations to pay for the work of the pilot projects. -

Section 8. Provides that the “exclusive remedy” provision of the workers
compensation laws will apply to any pilot project.

Section 9. Requires that any insurer that participates in the pilot project must file
their policy rates and forms with the Insurance Department.

Section 10. Insurers must also file their manual of rules, rates andqrating systems

with the Department. Rates can not be excessive, inadequate or unfairly discriminatory.
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Section 11. The Commissioner is required to report each year prior to January 1
the progress of the pilot projects. The report must include information on any cost
savings and on the effectiveness of coverage given to employees.

Section 12. Establishes a “24-Hour Coverage Task Force” to assist the
Commissioner in setting up the pilot projects and in promulgating rules and regulations.

Section 13. Sunsets the act on January 1, 2002.

The pilot projects which are being studies in other states have a mixed success.
Now that workers compensation rates have declined in most areas of the country, there is
less pressure to find cost savings within the system. I have attached two articles to my
testimony which give additional information on how these projects have worked where
they are being tested.

Kansas should consider whether a pilot project would be useful for the businesses

in this state. I would ask that the two Committees approve Senate Bill 3.
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Opportunities Expanding
In 24-Hour Care Programs

by Robert Hergenrader and Katherine King

odav, more and more insurance
companies and brokers across
the nation are hearing, “We'd

i like 0 see someching ina 24-
hour plan,” from emplovers interested
in the benefits of integrating workers’
compensation and group health care
benefits. With as much as 33% of the
market self-insured for workers’ com-
pensation, a Major Opportunity exists
for the broker to assume the role of
the consultant who helps self-insured
companties develop and implement
their own 24-hour programs.

Inrerest in 24-hour care is strong
and growing. Almost three-fourths of
California’s large employers want to
adopt 24-hour coverage, according to
a survey on integrating group health
and workers’ compensation by Price
Waterhouse LLP. The survey also
finds most emplovers feel the benefits
of 24-hour care, especially cost reduc-
tion, outweigh the risks of combining
the programs.

The survey polled benefits man-
agers and risk managers at 240 com-
panies with more than 1,000 employ-
ees. Sevenrty percent of respondents
said they were either “very interest-
ed” or “somewhart interested” in using
the same health care organization or
provider nerwork for group health
and workers’ compensation. More
than $0% of respondents said they
would be especially interested in a
single case-manager approach for
workers’ compensation and group
healch, 85% said they would want a
single claims administrator, 80% said
they would support a single medical-

Katherine King is vice president, Keenan
& Associates, Torrance, Calif., in
charge of workers' compensation aspects
of 24-hour care programs. Robert
Hergenrader is vice president, Keenan &
Associates in charge of group health
aspects for 24-hour care.
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orovider network and 78% wanted 2
capitated health maintenance organi-
-arion. Half of those surveved sai
they were interested in pursuing Sen-
efit integration without the 2bility to
underwrice a single policy of insur-
ance, with companies numeering
more than 5,000 employees showing
the most interest.

The appeal of 24-hour care has
two main drivers: rising workers’
compensation costs and a desire to
make workers’ compensation and
group health care as cost-efrective as
possible. The growing interest in 24-
hour care has spurred an increase in
alliances between workers' compensa-
tion and group health insurers to
develop products and delivery sys-
tems that meet this need. [t also has
prompred states, which regulate
workers’ compensation benefits, to
relax regulartions to allow pilor pro-
grams and experimencs with 24-hour
care. Currently, 15 states—Calif-
ornia, Colorado, Florida, Georgia,..
Towa, Kentucky, Louisiana, Maine,:
Massachuserts, Minnesota, Montana,
North Carolina, Oklahoma, Oregon *
and Washingron—have developed
specific regulations or laws that set
the stage for employers to begin 24-
hour coverage programs.
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Opportunities for Brokers

Even without regulatory inter-
vention, 24-hour care offers signifi-
cant opportunities for companies that
are self-insured for workers’ compen-
sation, as well as for brokers who can
service their needs. Moreover, these
self-insured companies represent a
substantial portion of the market. A
national survey of 259 executives
conducted by Risk & Insurance and
Human Resource Executive magazines
found 53% of reporting companies
were self-insured for workers’ com-
pensation, 36% have traditional
insurance, 7% were insured through a
state pool and 4% insured in other ways.

T

The emplover who is self-insured
for both workers' compensation and
group health nas the option of com-
bining management of both areas
while keeping the actual insurance
contracss separate—a separation that
is mandatory in most states. Self-

vanrage in designing 24-hour care
programs tecause they can access
dara more 2asily and have more s
cific knowledge of their plans than
companies that are not self-insured.
Self-insured companies that choose
24-hour care can consolidate the
adminiscration of benefits delivery
and payment of claims under one
administrator, thus eliminating dupli-
cate payments. 1he same provider
can treat patients for both tvpes of
claims. Even if the providers remain
separate, a single administrator can
negotiate similar discounts from both
the workers’ compensation and
healch benefits network.

A 24-hour care program for a
self-insured company should include
the following elements:

» Centralization of case manage-
ment, with one case manager han-
dling both occupational and nonoc-
cupational injuries.

e Direct contracting with pro-
viders for both group health and
workers’ compensation. 1 he net-
work-building process should include
the identification of providers with a
successful track record in providing
medical care and applying appropri-
ate return-to-work strategies.

« A single darabase for workers’
compensation and group health ben-
efit claims. This database should be
able to analyze provider utilization,
illness and injury trends and return-
to-work status.

« Employee education about
group health and workers’ compensa-
tion procedures for reporting injuries,
filing claims, accessing providers and
preventive programs that the employ-
er uses to keep the workplace safe.

* A communication program
with injured employees while they
are recuperating. [njured employees
often fall prey to feelings of isolation
and frustration when they try to nav-
igate the system on their own. Main-
raining open lines of communication
during this period is important not
only to help engineer a safe and early
rerurn but also to avoid possible liti-

gation.

insured companies also have an ad-
De-
L
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'L01a1 and 1onoccunational pro-
crams. However, this is not alwaxs
Lbe case. According o the Risk &
Insurance studv, 31% of companies
have human resourcas handhng
workers' compensation, while 26%
"lc.k risk managemenct responsible

ot this area. W’hen one devartm ent
nanules workers’ compensation and
another administers group health, an
adminiscrative team must be devel-
oped to manage the integration of
the programs.

The Citrus Valley Case

In the spring of 1994, three
healch care facilities in southern
California—Inter-Community Med-
ical Center, Queen of the Valley
Hospital and Hospice of the East San
Gabriel \/allev—'nefced and became
Cicrus Valley Health Partners.

As part of the merger, the bene-
fit plans of the three facilities were
r°enmneeer°d so one plan would
cover the entire bmployec' base. At
the time, each hospital organization
had its own group benefits plan and
workers' compensation program. Lhe
merging facilities were already self-
insured for workers’ compensation,
with Keenan & Associates, Torrance,
Calif.,, serving as their third-party
administraror (TPA) for workers’
compensation. They were also self-
insured for group healch; however,
each hospital used a different TPA
for group health.

The merger presented the oppor-
tunity to develop a single program to
serve all employees. The outcome
was a 24-hour program, launched in
January 1995, that combines medical
care and plan administration for
group health benefits and workers’
compensation. The new system sim-

olifies administration for the e employ-
ar and che employee, provides a sin-
gle access point for all medical care
and claims coordination, and results
in cost savings. Cirrus Vallev's 2,40C
smplovees now enjoy immediate

Key service fearures of Citrus
Valley’s program for both workers’
compensation and group health
include:

» Managed care provider bill
review—Fhe same COmpany reviews
bills for benefits and workers' com-
pensation.

» Preferred provider organi-
zation. Separate prov1ders for work-
ers’ compensamon and group benefits
are being used for treatment, with the

- specific DI‘OVIder depending on the

pamculars of the situarion. Eighty
percem of medical providers Drovxde
workers’ compe'lsamon services, and
60.4% of the workers’ compensation
providers provide medical benefit ser-
vices.

» Utilization review. Reviewers
examine the frequency and duration
of treatmenc, the appropriateness of
medical care and medical necessicy.

» Reporting system. | he same
reporting system is used o create
reports for both areas. Using a com-
MOn COMPpUIET Systerm, reports are
generated that provide data on
provider utilization, treatment and
cost, time and outcomes, and <ost of
nrocedures.

» Jeinsurance :rovmcb Reinsur-
ance for m ei C”‘l stop oss and work-
2rs ¢ e

Al of the ¢ components involve:
in adminiscration of the medical and
T peuaauon Drograms were
{ under a common com-
cany. ‘.” senan & Associates, with a

fare -
28 CO

{1 ,.

Broker Role
in addition to acting as the TPA
he new Drogram, Kaenan &
Associ‘ es also served as che broker/-
t in designing and imple-
7‘ he program. For example,
advised CHZIUS Valley on the
selection of the most appropriate
vendor for reinsurance and managed
care. Tour major services chat bro-
ker/consulrants can provide to com-
T considering 24-hour programs
are: ed ication in understanding
rocess and options, help in iden-
tify' goals for the program, vendor
evaluation, and rnatchmc the goal
-

of ‘“e program to the vendors’ capa-
bilitie&

Results

I addirion to improved access
and convenience, Cirrus Valley’s new
program is vielding substantial cost
savings over maintaining two sepa-
rate svstems: 7% in administrative
COosts "'or firsc-vear savings of $30,036
and 32% in the cost of reinsurance
olicies for savings of $116,650. The
use of Keenan’s proprietary workers’
compensation programs saved anoth-
er 3421,865. Thus, the 24-hour care
program produced total savings of
$568,551 in its first year. Savings will
concinue and efficiencies will in-
crease as data provided by the stream-
lined system make it possible to do
more dertailed provider profiling,
identify areas for improvement and
fine-tune the hospitals’ safety and
prevention programs.

The't meovatxon of self-insured
companies intc 24-hour care pro-
gTams reprasents a significant oppor-
v for brokers and insurance pro-
fessionals with the requisite back-

ground and knowledge to help em-
ployers design and implement these
programs. T hese opportunities are
expected o continue o increase as
more and more states relax regula-
tions o support the development of
7
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24-ncur care plans.
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joying over the last two years are
continuing.

Of the companies reportng thus
far—four from the United States:
General Re Corp., American
Reinsurance, TransatlantcHoldings
and Zurich Centre Re; plus three
Bermuda firms: Ace Ltd., IPC Hold-
ings and ParmerRe—most showed
increased net income and premium
growth as well as improved under-
Wwriting experience.

For instance, Stamford, Conn.-
based General Re Corp. reported
chat first-half consolidated net in-
come was $461.1 million, up 16.1
percent from the $397.3 million
recorded in the first six months of
1995.

In terms of rotal property-casualty
results, General Rereported netpre-
miums of$2.8 billion, compared with
the $2.6 billion written during the
same period the year before—an in-
crease of 7.5 percent. This breaks
down to close to $1.4 billion for the
U.S. and $1.4 billion for interna-
tional risks.

Regarding the company’s under-
writing experience in p-clines, Gen-
eral Re posted 2 99.1 combined ratio
for U.S. business, compared with
99.3 for the first six months of 1995.
International p-c business showed a
combined ratio of 102.2 versus 101.6
for the same periods.

Lastmonth, GeneralRe announced
it was acquiring its Stamford, Conn.-
neighbor, Natonal Re, for some $940
million. The deal is expected to close
in the fourth quarter.

Ar the same tme, General Re re-
cently disposed of its equity interest
in Tempest Re Co. of Bermuda and
rerminated its underwriting Contacts
with the Bermuda company for an

aggregate consideration of $§216.3 .

million.

Princeton, N.J.-based American
Re, which recently announced it is
engagingin talkson “possible merger
or sale of the company” with “several
parties,” reported six-month net in-
come of $97.5 million, up 35 percent
over the $72.2 million in the same
period in 1995. At the same ume,
American Re’s net premiuims rose to
$965.5 million during the first half,
compared with $828.8 million for
the first half of 1995.

American Rerecorded asix-month
combined ratio of 94.9, down from
the 99.6 reported for the same ume
frame in 1995.

Transatlantdc Holdings of New
York also reported increased netin-
come for the first six months of the
vear, going from the $63.1 million

bined rado was 100.8 versus 103.2
for 1995’ first half. The company
noted in its report that the first six
months of 1995 included $4.5 mil-
lion ofincurred losses from the Kobe,
Japan earthquake.

Transatlantic’s president and chief
executive officer, Robert F. Orlich,
emphasized the “increasingly com-
petitive worldwide marketplace,” but
said that domestcally the company
was able to find pockets of opportu-
nity across several classes of business.

Internadonally, he added, “we are
encouraged by posiuve developments
in our newer locations, Paris and

ings in New York reported net in-
come for the firstsix months 0f$10.2
million, compared with $16.7 mil

lion last year. The company’s net
premiums grew to $364.8 million,
up 49 percent over 1995’ first-half
figure of $244.7 million.

Zurich Re Centrealso recorded an
improved combined ratio of 103.4
for the first six months of this year,
down from the 107.9 during the same
period in 1995.

As far as the Bermuda reinsurers
are concerned, Ace Ltd. (which re-
ported its nine-month results as of

Cont’d on Page 54

By DaN LONKEVICH
Oregon’s three-year-old experi-
ment with 24-hour coverage has
produced disappointing butinstruc-
tive results, according to a study by
Tillinghast/ Towers Perrin. -
Tronically, Oregon’s success in
reforming its

Ore. 24-Hour Cover Pilot
Results A Letdown: Study

Stores/ESCO); EBI Cos./Provi-
dence Good Health Plan; and
ESCO/PacificCare. The last pilot
project was discontinued after the
first year.

As of year-end 1995, the five pi-
lots had enrolled a total of only
3,600 employ-

workers’ com-
pensation Sys-
tem contrib-
uted to disap-

rollment re-

Oregon’s WC Reform
- Success Undermined
pointing-en- - 24—-Hour Cost Savings

ees, according
to the study.
The  study
suggested en-
rollment fell
short of expec-

sultsfor the pi-"

" Indeed,since 1991, the studysaid

average workers’ comp. COStS have
fallen 40 percent. As such, the pilot
project failed to yield any pricing
advantages.

Moreover, Oregon’s enacument
of managed care workers’ comp-
legislation, allowing employers to
direct employees’ care to the ap-
propriate health care providersfrom
the date of injury, inadvertentdytook

pating in the pilot projects.

Cecily Gallagher, aprincipal with
- Tillinghast/Towers Perrin and an
author of the report, said “the pilot
participants have learned much
about the practical reality of inte-
grating medical treatment deliv-
ery, and most are committed t
continuing with the experiment.”

The five pilot project pargcipants
were: the State Accident Insurance
Fund/HMO Oregon (Blue Cross
and Blue Shield); EBI Cos./
PacificSource/McKenzie Health
Care; Kaiser Permanente (Safeway

lot project, according to the study.. |

away a major incentive for pardci-

, ' tations In part
because national health care de-
clined in prominence as a critical
issue.

In addition, the study noted that
enrollment was dampened by diffi-
culties in integrating group health
insurance with workers’ comp. A
very competitive group health mar-
ket and broker resistance further
depressed enrollment, it said.

According to the study, most of
the pilots found that serdng up 2

single medical provider reimburse-

ment schedule is feasible, but chal-
lenging. Most also agreed that a
unified approach to managing the
duraton of lost-time injuries was

feasible and appropriate.
Nevertheless, mostof the projects
had difficulty integrating workers’
comp. and group health claims-han-
dling functons. Moreover, they at-
tributed the difficulty to differences
inthelevel of investigation of claims.
Workers comp. claims adjusung
includes determining compens-
ability, evaluating degrees of dis-
Cont’d on Page 53
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over the pastfive
years. The last major loss to the
market was in 1990, when the Iragis
confiscated the entire Kuwait Air-
ways fleet, according to Christopher
Hancock, aviation war risk under-
writer for Syndicate 270, managed
by the Archer Group.

Mr. Hancock tacks the world-
wide premium and claims levels for
the market and these figures reveal
that worldwide aviation hull war risk
rates are the lowest since 1989:

In 1989 (the year after Pam Am
103 blew up over Lockerbie, Scot-
land), worldwide aviation hull war
risk premiums came to $48.5 mil-
lion, with worldwide claims of $43.5
million.

eIn 1990, worldwide premiums
were $189.1 million, while claims
were $503.1 million (principally from
the Kuwait Airways loss).

eIn 1991, worldwide premiums
were $141.3 million, with claims of
$56.4 million.

oIn 1992, premiums were $136.2
million, with claims of $13.6 million.

oIn 1993, premiums were $166.8
million, with claims of $2.5 million.

eIn 1994, premiums were $172.5
million, with claims of $5.8 million.

oIn 1995, premiums were $140.0
million, with claims of 8.5 million.

Mr. Hancock estimated that 1996
premiums would come to only 385
million. —

“T think we need an annual pre-
mium closer to what we had in 1995
and 1994, or the $140 million to
$160 million mark,” Mr. Hancock
said.

“A typical maximum hull value is
anything between $150 million and
$225 million for one aircraft, and we
regularly give aggregate coverage of
$1 billion to $1.25 billion for hull war
coverage for an entire fleet,” he said.
He emphasized thatit’s entirely within
the realm of possibility for an entre
fleet to be lost, which could be very
damaging to the industry.

Mr. Reith said that the aviaton
hull war market made a determined
effort to increase the premium base
for the class for the three-year period
starting in 1992. But then rates
started to creep down again.

“Although a $300 million loss to
the market from Kuwait Airways
should be enough to make us sit up

P T O S R S O R .
ers share the risk on a subscription or
co-insurance basis, whereby the air-
craftis insured as a whole. Recently,
there has been a wend among under-
writers to quote for their own shares,
Mr. Reith said.

“It’s a ridiculous situation to have
differentrates applicable to one piece
of equipment,” he said, “partcularly
out of the same marketplace.”

A lot of the larger brokers in this
class have brokers line slips. With a
brokers line slip, all underwriters get

Chaltaa b

rebates to the brokers to enhance
their market share,” he said.

“They’re buying their way into the
business. In my view, they’re adding
absolutely no value whatsoever to
the equation,” he said. This practice
ultimately can undermine the leader’s
position and therefore, potendally,
its profit levels, he said. “There
seems to be no appreciation in the
following market of the amount of
work involved when leading this
class,” he said. o

Ore. 24-Hour Cover Pilo
Results A Letdown: Study

Cont’d from Page 3

ability (to establish indemnity ben-
efitlevels), ensuring compliance with
workers comp. reguladons, and ex-
amining return-to-work options, the
study said.

Meanwhile, group health claims
administration typically is limited to
determining whether the service is
covered, the study explained.

The study found that none of the
pilot projects thoughtintegrating the
financing for workers comp. and
group health was possible in the cur-
rent environment.

The study said the pilots cited dif-
ferent definitions of benefit eligibil-
ity in workers’ comp. and group
health as major roadblocks.

It noted that group health policies
cover medical treatment if an indi-
vidual is eligible for benefits on the
date treatment is rendered, while
workers comp. policies cover all reat-
ments associated with an injury re-
gardless of when the treatment is
rendered.

Medical case managementand dis-
ability payment are two areas where
pilot participants disagreed on the
feasibility of workers comp.-group
health integration.

The study said some felt the goals
of medical case management—group
health focuses on medical costs, while
workers’ comp. focuses on medical
and disability costs—created incom-
patbility, while others felt changes
to bring the two approaches into
closer alignment were possible and
should be pursued.

The pilot projects had poor results
applying capitation arrangements
with network physicians, typical of
group health plans, to workers comp.
The study attributed the poor results
to insufficient volume, which was
amplified by low enrollment.

It said eventually all the pilots re-
verted to a fee-for-service plan after
experimenting with capitaton.

The study found that both work-
ers’ comp. and group health agents
were resistantto selling 24-hour cov-
erage because they lacked knowl-
edge of half of the product. 7

In addition, the agents cited insuf-
ficient rewards for the risk involved
in selling the product. Finally, lack of
volume sustained the lack of enthusi-
asm among agents.

The study did find several emerg-
ing market forces that could reduce
agent resistance to 24-hour cover.

First, the study noted that an un-
named major carrier that markets
through its own employees is offer-
ing a 24-hour product outside of and
in competition with the pilots.

The study noted that interest
among agents is likely to be gener-
ated because agents from California,
which is farther along in its 24-hour
coverage experimentation, have be-

_ gun migratdng to Oregon. 0

Credit Report
Reg. Causes
Flap In Florida

“Cont’d from Page 4

M. McCarty said the Florida de-
partment “still is looking at the
threshold issue of whether credit re-
ports should be used as an under-
writng tool.”

This is part of a broader depart-
ment effort to examine all under-
writing requirements through an in-
teragency task force. “We will be
reviewing underwriting guidelinesin
general,” Mr. McCarty said. 0
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TESTIMONY BY PHILIP S. HARNESS, DIRECTOR
DIVISION OF WORKERS COMPENSATION

BEFORE THE JOINT COMMITTEE MEETING OF THE SENATE COMMERCE
COMMITTEE AND SENATE FINANCIAL INSTITUTIONS AND INSURANCE
COMMITTEE ON 1997 SENATE BILL NO. 3 - JANUARY 30, 1997

Thank you for the opportunity to appear before you to express comments from the Division
of Workers Compensation regarding Senate Bill No. 3, dealing with 24-hour coverage.

Although enabling acts should be open in nature, section 8 of Senate Bill No. 3, dealing
with the applicability of the exclusive remedy and prohibited defenses provision of the
workers compensation act, still does not address several issues to-wit:

(a) There is no mention of a K.S.A. 44-510 schedule of maximum medical fees; will
that be retained for both non-workplace and workplace injuries, retained for
workplace injuries only, or done away with totally?

(b) The Workers Compensation Act envisions an employer’s choice of physician;
will that carry through to 24-hour coverage?

(c) There are certain employer defenses within the Workers Compensation Act
which would apply to both medical and indemnity payments. Will those defenses
be waived? Some examples are use of drugs, failure to use guards, failure to
submit to a reasonable physical exam, heart attacks (except for extraordinary
stress), intentional injury by the employee, etc. Would those defenses not exist for
medical questions, but perhaps for indemnity questions?

(d) What about the requirements of notice and written claims, pursuant to K.S.A. 44-
520; will those cease to exist?

(e) The Workers Compensation Act envisions lifetime medical benefits; would that
apply likewise to non-workplace injuries and illnesses?

(f) As to indemnity, would the Division of Workers Compensation still adjudicate the
issue? What is the appeal mechanism, i.e. would it be to the Workers
Compensation Board, a district court, Kansas Administrative Procedures Act, or
some other appellate mechanism?

(g) There is no mention as to the existence, or lack thereof, of attorneys’ fees, and
any maximum cap therefor. Would there be any attorneys’ fees granted?

(h) The Workers Compensation Act currently covers some volunteers, mcludmg

firefighters. Does this bill envision thezme Coverzge’? : 2
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Testimony 2

() There will be interesting interaction with the Workers Compensation Fund,
especially in the area of preexisting functional impairment; is the subsequent
employer still entitled to that mitigating circumstance of preexisting functional
impairment if the original employer participated in the pilot project?

| thank you for your time and patience.



Kansas Employer Coalition on Health, Inc.

214 S.W. 7* Street, Suite A ¢ Topeka, Kansas 66603
(913) 233-0351 o FAX (913) 233-0384

Testimony to Senate Committees on Commerce and Insurance
on SB 3
(Establishing 24-hour pilot projects for insurance coverage)

by James P. Schwartz Jr.
Consulting Director
January 30, 1997

I am Jim Schwartz, consulting director of the Kansas Employer Coalition on Health. The
Coalition is 70 employers across Kansas who share concerns about the cost-effectiveness
of health care we purchase for a quarter of a 200,000 Kansas employees and dependents.

As the state's leading voice for corporate Kansas in the area of employee health, the
Coalition has long taken an interest in 24-hour coverage. The pilot project created by the
bill would give Kansas a chance to evaluate the methods and benefits of such coverage
within reasonable confines. If the results of the project are positive, Kansas employers

stand to benefit considerably.

Current law has created an artificial division between workplace and non-workplace health
coverage. The result is a dual and somewhat redundant system with inherent
inefficiencies. If an employee hurts his back lifting a box at work, he is treated by a
particular doctor, at a special place, with particular paperwork. If that same employee
hurts his back identically, lifting a box at home, he probably sees a different doctor at a
different place and undergoes an entirely different chain of paperwork, even if the

treatment is identical.

By undertaking a 24-hour coverage approach, the administration--and possibly the

delivery of care--is consolidated under a single system. The potential benefits are

1) The patient can stay under the care of his personal physician, instead of being sent to a
strange physician attached to the work-comp plan.

2) Costs of care can be saved. Researchers note that work-comp charges can be twice as

high as those of comparable off-work jnjuries. Extrapolating researchers’ estimates,
Qx _9,7’1 cnl il 4;: (7T e
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3)

4)

5)

6)

Kansas employers stand to save $60M annually in medical expenses if the approach
were universal.

The inclusion of cost sharing in 24-hour coverage creates an incentive for patients to
seek low-cost care, producing savings on the individual level. (Keep in mind that the
NAIC model for 24-hour coverage compensates employees for the imposition of first
dollar charges.)

Because managed care is much advanced in health insurance compared to work-comp,
those efficiencies would result from the adoption of 24-hour coverage.

Costs could be saved from administration and legal work of determining whether an
injury or illness "arose out of and in the course of employment.” About 8% of work-
comp cases are controverted.

Fewer indemnity claims. Evidence suggests that some workers apply for work-comp
benefits because they want it to cover their health care costs incurred for off-work

injuries.

The main difficulty in implementing 24-hour coverage is reconciling the difference

between the two spheres in terms of out-of-pocket payments, where work-comp has

none. I was surprised to find that the NAIC model language on this subject was omitted

from SB3. Presumably the task force would undertake this reconciliation and the

Commissioner would be guided by the NAIC models, even if not required by law.

A small technical suggestion is made for Section 6, paragraph (h): the term "all

employers" certainly must mean "all participating employers" as opposed to all employers

in existence.

In summary, with much to gain and little to lose, Kansas would do well to embark on a

controlled experiment to measure the benefits of streamlining a heretofore inefficient

double system.



SENATE BILL No. 3
Testinony of Blue Cross and Blue Shield of Kansas

January 30, 1997

My name is Bill Pitsenberger. I am Vice-President and General Counsel of Blue Cross and Blue Shield
of Kansas, an independent domestic Kansas health insurer covering 709,000 Kansans as well as administering
Medicare and Medicaid in Kansas.

We support Semate Bill No. 3. It provides a flexible framework for experimentation with a subject of
great interest to both employers and insurers.

I have personally been interested in 24-hour coverage concepts for about five years, and have
followed the issues and developments in pilot programs elsewhere closely. This interest is shared by
numerous people within our company, and naturally so, because of the apparent similarities between workers’
compensation and our core businesses, health insurance and - through our subsidiary Advance Insurance
Company - disability coverage. Equally, as an employer with over 2,000 employees in Topeka and elsewhere in
Kansas, we are sensitive to the costs and other problems of both health coverage and workers’ compensation
benefits.

My own interest in 24-hour coverage concepts springs from a belief that we right make the health
benefits system easier to negotiate for employees, and reduce the sometimes adversarial relationship that
arises between employees and their employers, with its attendant costs, delays, hearings and litigation, if
we had a seamless system in which the cause of the injury was immaterial, and the coverage was available and
accessible without complications and delay.

Developing a 24-hour coverage program that works, that reduces total benefit costs while providing
the same or a better level of care, is not an easy task. The Commissioner, and the task force, will have
their work cut out for them. There are substantial differences between the two compensation systems. These
include:

Deductibles and copayments in traditional health insurance.

The lack of partial permanent disability benefits in traditional nonoccupational disability
coverage.

The way in which loss is treated, with workers’ compensation medical benefits addressing the injury
over the lifetime of the worker while health insurance covers health services provided while the
coverage is in effect.

The focus of work comp on occupational health specialists and aggressive treatment aimed at early
return to work, compared to managed health care focussing on primary care providers and encouraging
conservative treatment.

Senate Bill No. 3 provides the State of Kansas a far better way to develop programs which will
address these issues than the model bills of the National Association of Insurance Commissionmers, which in

trying to suit the varying needs of many states appear to syjt none well. '
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LEGISLATIVE
TESTIMONY

Kansas Chamber of Commerce and Industry

835 SW Topeka Blvd. Topeka, Kansas 66612-1671 (913) 357-6321 FAX (913) 357-4732
SB 3 January 30, 1997

KANSAS CHAMBER OF COMMERCE AND INDUSTRY
Testimony Before the
Senate Committee on Commerce/Senate Committee on Financial Institutions & Insurance
by
Terry Leatherman
Executive Director
Kansas Industrial Council

Committee Chairpersons and members of the Committees:
My name Terry Leatherman. |am the Executive Director of the Kansas Industrial Council, a

division of the Kansas Chamber of Commerce and Industry. Thank you for the opportunity to appear

today in support of SB 3.

The Kansas Chamber of Commerce and Industry (KCCI) is a statewide organization dedicated to the
promotion of economic growth and job creation within Kansas, and to the protection and support of
the private competitive enterprise system.

KCCl is comprised of more than 3,000 businesses which includes 200 local and regional chambers
of commerce and trade organizations which represent over 161,000 business men and women. The
organization represents both large and small employers in Kansas with 55% of KCCl's members
having less than 25 employees, and 86% having less than 100 employees. KCCI receives no
government funding.

The KCCI Board of Directors establishes policies through the work of hundreds of the organization's
members who make up its various committees. These policies are the guiding principles of the
organization and translate into views such as those expressed here.

Thanks to the historic reform of the workers compensation system by the Kansas Legislature

in 1993, and the diligent efforts of the Kansas Insurance Department in recent years, the state's

workers compensation insurance marketplace i g better sﬂape tharblt has been in rece memory
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Qu’ab/,mwfc, ;) e -2



yday's workers compensation insurance rates are around $60 million less than they v
prior to the 1993 reform legislation, due to rate reductions. While the premiums insurance
companies receive is less, those companies have returned to Kansas and want to write the policies
of Kansas business. This is in stark contrast to the early 90s, when Kansas business had to beg
insurance providers to accept bloated premiums to cover their workers compensation exposure. Add
to this mix the introduction of "loss-cost" rating and the growth of self insurance pools, and Kansas
employers have greater choice flexibility in workers compensation insurance.

Because of the healthy situation in workers compensation insurance today, the idea of
exploring a "24-hour coverage" pilot project is not needed to solve a crisis. Instead, it would permit
us to study an insurance structure that could become a useful alternative for some Kansas
employers.

What 24-hour coverage will look like is not clear. That's the main reason why passage of
SB 3 would be useful. For a product to be developed that would be wanted by Kansas employers,
the marketplace must be given a chance to develop innovative ideas. SB 3 would give the
opportunity for these ideas to be formed, with a task force in place to study and report what is
happening.

KCCI supports the passage of SB 3 and would look forward to participate in this exploration of
better ways for Kansas employers to provide for the occupational and nonoccupational injuries and
illnesses of their workers. Thank you for the opportunity to comment on SB 3. | would be happy to

answer any questions.
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SENATE BILL NO.

By Senator Vidricksen
AN ACT concerning the pooled money investment board; relating to
the membership thereof; amending K.S.A. 1996 Supp. 75-422la

and repealing the existing section,

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

Section 1. K.S.A. 1996 Supp. 75-422la is hereby amended to
read as follows: 75-422la. (a) There is hereby established the
pooled money investment board which shall consist of six members,
four of whom shall be appointed by the governor, subject to
confirmation by the senate as provided in K.S.A. 75-4315b and
amendments thereto. Except as provided by K.S.A. 1996 Supp.
46-2601, and amendments thereto, no person appointed to the
board, whose appointment is subject to confirmation, shall
exercise any power, duty or function as a member of the board
until confirmed by the senate. The fifth member shall be the

state treasurer. The sixth member shall be the securities

commissioner who shall serve as a nonvoting member. Not more than

three voting members of the board shall be of the same political
party. All members appointed to the board shall have at least 10
years of direct work experience in the areas of finance,
accounting or management of investments or shall have at least a
baccalaureate degree from an accredited college or university and
at least five years of direct work experience in the areas of
finance, accounting or management of investments. Except as
provided by subsection (b), members appointed by the governor
shall serve for a term of four years and until successors are

appointed and confirmed. The governor shall select one of the

board members to serve as chairperson.
(b) (1) On July 1, 1992, the two appointive board members
serving on the board immediately prior to such date shall cease

to be members of the board and on such date, s soon
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7 RS 0026

thereafter as possible, the governor shall appoint four members
to the board to serve for terms as specified by this subsection.
The two appointive members serving on the board immediately prior
to July 1, 1992, may be reappointed to the board on or after such
date wunder this subsection. Of the members first appointed on
or after July 1, 1992, two members shall be appointed for a term
commencing on July 1, 1992, and ending on June 30, 1994, and two
members shall be appointed for a term commencing on July 1, 1992,
and ending on June 30, 1996. The governor shall designate the
term for each member so appointed. Except as provided in
paragraph 2 of this subsection, members appointed to the board
shall serve for four-year terms and until their successors are
appointed and confirmed. Whenever a vacancy occurs in the
membership of the board prior to the expiration of a term of
office, the governor shall appoint a qualified successor to fill
the unexpired term.

(2) The terms of members who are serving on the board on the
effective date of this act shall expire on March 15, of the year
in which such member's term would have expired under the
provisions of this section prior to amendment by this act and by
section 3 of chapter 194 of the session laws of 1995, Thereafter
members shall be appointed for terms of four years and until
their successors are appointed and confirmed.

(c) Members of the pooled money investment board attending
meetings of such board, or attending a subcommittee meeting
thereof authorized by such board, shall be paid compensation,
subsistence allowances, mileage and other expenses as provided in
K.S.A. 75-3223 and amendments thereto.

Sec. 2. K.S.A. 1996 Supp. 75-422la is hereby repealed.

Sec. 3. This act shall take effect and be in force from and

after its publication in the statute book.



