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HOUSE BILL No. 4278

HOUSE BILL No. 4278

February 25, 2003, Introduced by Rep. Ehardt and referred to the Committee on Health
Policy

A bill to provide for certain premumrates and standards
for certain health benefit plans; to provide for certain coverage
provisions; and to provide for certain disclosures.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1. This act shall be known and may be cited as the
"smal | enployer health market reform act”.

Sec. 3. As used in this act:

(a) "Actuarial certification" neans a witten statenment by a
nmenber of the Anerican acadeny of actuaries or other individual
acceptable to the comm ssioner that a small enployer carrier is
in conpliance with the provisions of section 6, based upon the
person's exam nation, including a review of the appropriate
records and of the actuarial assunptions and nethods utilized by
the carrier in establishing premumrates for applicable health

benefit plans.
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(b) "Carrier" means a person that provides health insurance
inthis state. For the purposes of this act, carrier includes a
heal t h i nsurance conpany authorized to do business in this state,
a nonprofit health care corporation, a health maintenance
organi zation, a multiple enployer welfare arrangenent, or any
ot her person providing a plan of health insurance subject to
state insurance regul ation

(c) "Case characteristics" neans industry, age, gender, group
si ze, claimexperience, participation, health status, and
wel I ness of a small enployer that are considered by the carrier
in the determnation of premumrates for the small enployer.

(d) "Comm ssioner” neans the conm ssioner of the office of
financial and insurance services.

(e) "Geographic area" means an area in this state that
i ncludes not |less than 1 county, established by a carrier
pursuant to section 6 and used for adjusting rates for a health
benefit plan subject to this act.

(f) "Health benefit plan" or "plan" neans an expense-incurred
hospital, medical, or surgical policy or certificate, nonprofit
heal th care corporation certificate, or health mai ntenance
organi zation contract. Health benefit plan does not include
accident-only, credit, dental, or disability income insurance;
coverage issued as a supplenment to liability insurance; worker's
conpensation or simlar insurance; or autonobile nedical - paynent
i nsur ance.

(g) "Index rate" neans the arithnmetic average of the prem um

rates in a health benefit plan for all small enployers |located in
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a geographic area.

(h) "Prem uni means all noney paid by a small enpl oyer,
el igible enployees, or eligible persons as a condition of
receiving coverage froma carrier subject to this act, including
any fees or other contributions associated with the health
benefit pl an.

(i) "Rating period" nmeans the cal endar period for which
premumrates established by a small enployer carrier are assuned

to be in effect, as determned by the small enployer carrier

(j) "Small enployer" neans any person, firm corporation
partnership, limted liability conpany, or association actively
engaged in business who, on at |east 50%of its working days

during the preceding cal endar year, operated as a sole proprietor
or enployed 99 or fewer eligible enployees. |In determning the
nunber of eligible enployees, conpanies that are affiliated
conpanies or that are eligible to file a conbined tax return for
state taxation purposes shall be considered 1 enployer.

(k) "Small enployer carrier"™ means a carrier that offers
heal th benefit plans covering the enpl oyees of a snmall enpl oyer.
() "Sole proprietor” means an individual who is a sole

proprietor or sole shareholder in a trade or business through
whi ch he or she earns at |east 50%or his or her taxable incone
and for which he or she has filed the appropriate internal
revenue service form 1040, schedule C or F, for the previous
taxabl e year; who is a resident of this state; and who is
actively enployed in the operation of the business, working at

| east 30 hours per week, at |east 40 weeks out of the cal endar
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year.

(m "Wellness" neans a health pronotion program offered by an
enpl oyer to his or her enpl oyees.

Sec. 5. (1) Except as provided in subsection (2), this act
applies to any health benefit plan that provides coverage to a
sole proprietor or 1 or nore enpl oyees of a small enployer.

(2) This act does not apply to individual health insurance
policies that are subject to policy formand premiumrate
approval by the comm ssioner.

Sec. 6. (1) For adjusting rates for health benefit plans
subject to this act, a carrier may establish up to 10 geographic
areas in this state.

(2) Premumrates for a health benefit plan subject to this
act are subject to the foll ow ng:

(a) For a geographic area, the premumrates charged for a
heal th benefit plan during a rating period to small enployers
| ocated in that geographic area shall not vary fromthe index
rate for that health benefit plan by nore than 25% of the index
rate. Only case characteristics shall be used for determ ning

the rate differentials within a geographic area for a snal

enpl oyer.
(b) For a sole proprietor, a carrier nmay charge an
addi tional prem umof up to 25% above the premumrate in

subdi vision (a).
(c) The percentage increase in the premumrate charged to a
smal | enployer in a geographic area for a new rating period shall

not exceed the sum of the annual percentage adjustnent in the
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geographic area's index rate for the health benefit plan plus an
adj ustment, not to exceed 15% annually and adjusted pro rata for
rating periods of less than 1 year, due to case characteristics
of the small enployer. This subdivision does not prohibit an
adj ust rent due to change in coverage.

(d) For a health benefit plan issued prior to the effective
date of this act, a premumrate for a rating period my exceed
t he ranges described in subdivisions (a) and (b) for a period of
2 years followng the effective date of this act.

(e) For a small enployer who had been self-insured for
heal th benefits i mmedi ately preceding application for a health
benefit plan subject to this act, a carrier may charge an
addi ti onal prem um of up to 50% above the premumrate in
subdi vision (a) for no nore than 2 years.

(3) Except as provided in subsection (4), a carrier shal
not apply case characteristics to an individual in a snall
enpl oyer group that would result in 1 or nore enpl oyees bei ng
charged a hi gher prem um than another enpl oyee.

(4) Health benefit plan options, nunber of fam |y nenbers,
and nedicare eligibility may be used in establishing a snal
enpl oyer's prem um

(5 A small enployer carrier shall apply rating factors,
i ncl udi ng case characteristics, consistently with respect to all
smal | enployers in a geographic area and shall bill a small
enpl oyer group only with a conposite rate.

Sec. 7. (1) A small enployer carrier is not required to

offer or provide to a sole proprietor all health benefit plans
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avail able to snmall enployers who are not sole proprietors. A
smal | enployer carrier shall offer to a sole proprietor not |ess
than 1 health benefit plan that provides at |east catastrophic
coverage and such other coverage as the conm ssioner may require
as being in the best interests of both sole proprietors and snall
enpl oyer carriers.

(2) A small enployer carrier nmay apply at |east annually an
open enrol I nment period for sole proprietors that is at least 1
nmont h | ong.

(3) A small enployer carrier may exclude or limt coverage
for a condition only if the exclusion or limtation relates to a
condition for which nedical advice, diagnosis, care, or treatnent
was reconmended or received within 6 nonths before enroll nment and
the exclusion or Iimtation does not extend for nore than 6
mont hs after the effective date of the health benefit plan.

Sec. 8. A small enployer carrier may deny coverage to a
smal | enployer if the small enployer fails to enroll enough of
its enployees to neet the mninmum participation rules established
by the carrier pursuant to sound underwiting requirenents. A
m ni mum participation rule may require a small enployer group to
enrol|l a certain nunber or percentage of enployees with the smal
enpl oyer carrier as a condition of coverage. A mninmum
participation rule for small enployers of 6 or nore enpl oyees
shall not require enroll nent of nore than 75% of the snal
enpl oyer' s enpl oyees who are receiving health care coverage from
the small enployer. A mninmumparticipation rule for small

enpl oyers of fewer than 6 enpl oyees may require enroll ment of up
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to 100% of the small enployer's enpl oyees who are receiving
health care coverage fromthe snmall enpl oyer.

Sec. 9. (1) Except as provided in subsection (2), a health
benefit plan subject to this act shall be renewable to al
el igible enpl oyees and dependents at the option of the snall
enpl oyer, except for any of the foll ow ng reasons:

(a) Nonpaynent of required prem uns.

(b) Fraud or m srepresentation of the small enpl oyer, or for
coverage of an insured individual, fraud, or msrepresentation by
the insured individual or the individual's representative.

(c) Violation of participation or contribution rules.

(d) Movenent outside the geographic area.

(e) Term nation of association nenbership if the coverage was
made avail abl e only through a bona fide association

(2) If a small enployer carrier ceases to renew all health
benefit plans in a geographic area, the carrier shall provide
notice to all affected small enployers and to the conm ssioner at
| east 90 days prior to term nation of coverage. A carrier that
exercises its right to cease to renew all health benefit plans in
a geographic area shall not provide health care benefits under
this act in that geographic area for a period of 5 years after
t he nonrenewal of the health benefit plans w thout prior approval
of the conm ssioner.

Sec. 11. Each small enployer carrier shall make reasonabl e
di sclosure in solicitation and sales materials provided to small
enpl oyers of all of the follow ng:

(a) The extent to which premiumrates for a specific snal
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enpl oyer are established or adjusted due to case characteristics
of the enployees or dependents of the small enpl oyer.

(b) The provisions concerning the carrier's right to change
premumrates and the factors, including case characteristics,
that affect changes in prem umrates.

(c) The provisions relating to renewability of coverage.

Sec. 13. (1) Each small enployer carrier shall maintain at
its principal place of business a conplete and detail ed
description of its rating practices and renewal underwiting
practices, including information and docunentati on that
denonstrate that its rating nethods and practices are based upon
commonly accepted actuarial assunptions and are in accordance
wi th sound actuarial principles.

(2) Each small enployer carrier shall file each March 1 with
t he conm ssioner an actuarial certification that the carrier is
in conpliance with this section and that the rating nmethods of
the carrier are actuarially sound. A copy of the actuaria
certification shall be retained by the carrier at its principa
pl ace of busi ness.

(3) A small enployer carrier shall make the information and
docunent ati on described in subsection (1) available to the
commi ssi oner upon request. The information shall be considered
proprietary and trade secret information and is not subject to
di scl osure by the comm ssioner to persons outside of the office
of financial and insurance services except as agreed to by the
carrier or as ordered by a court of conpetent jurisdiction.

Sec. 15. The conm ssioner may suspend all or any part of
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section 6 as to the premumrates applicable to 1 or nore snal
enpl oyers for 1 or nore rating periods upon a filing by the smal
enpl oyer carrier and a finding by the conm ssioner that either
t he suspension is reasonable in light of the financial condition
of the carrier or that the suspension woul d enhance the
efficiency and fairness of the marketplace for small enpl oyer
heal t h i nsurance.

Sec. 17. The provisions of this act apply to each health
benefit plan for a small enployer that is delivered, issued for
delivery, renewed, or continued in this state on or after the
effective date of this act. For purposes of this section, the
date a plan is continued is the first rating period that begins

on or after the effective date of this act.

Enacting section 1. This anendatory act does not take
effect unless Senate Bill No. = or House Bill No. 4279
(request no. 01707' 03) of the 92nd Legislature is enacted into

| aw.
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