Company-Wide | Kentucky-Wide | KY-Wids [KY-Wide

Recap Premium Income for Licensed HMO's
For the Year 1993
|
|

Name of HMO Business l Business Domestic| All Co'L

|
l

Domestic Companies: {, I |
I

Blue Cross - Blue Sheild Plans: ’

Alternative Health Delivery System 99,788,539 |  85.455.097

|
Blue Cross & Blue Sheild of Kentucky | 153,345,123 | 153,345,123 |
Southeastemn United Medigroup | 327,755,626 | 327.755.60¢ |- |
Subtotal | 580,889,283 | 566,555,846 | 56.05%| 53.74%
| l |
Humang Plans: | f ’
HMPK, Inc. | 34200897 |  34.200.897 |
HPLAN, Inc. | 28175928 | 27.890.642 |
Humana Health Plan | 825,112,961 304.666.612 |
Subtotal | 887,489,786 | 366,758,151 | 36.28%| 34.79%
T Jther Plans: : I '
|Advantage Care, Inc, (Lexington Health)| 238,682 238,682 |
Bluegrass Family Health | - - ’
Healthwise of Kentucky | 77.248449 | 77248449 |
Subtotal | 77487,131|  77.487.131 7.671%| 7.35%
| | T l
Total Domestic HMO's D - 1,545,866,205 - 1,010,801,128 | 100.00%| 95.88%
| ]
Foreign Companies: ,
Choice Care 237,204,107 | 18,424,238
FHP of Ohio (Takecare) 49,720,296 |  20,882.524 I
Metlife Healthcare Network 796 | 796
Prucare L 1427,128230 | 4179762
Total Foreign HMO's 4:1,714,053;429 $¥5%:43,487 320 4.12%
Grgnd,_iptél__;&i{ HMO's™ 7 23,259,919,634 =7 1,054,288,448 100.00%
HMORAT93.XLS - Page 2 of 3 4/14/97

R ..



e

Recap Claims Loss Ratios for Licensed HMO's
For the Year 1993

Company-Wide | Kentucky-Wide
Name of HMO Business Business
Domestic Companies:
Blue Cross - Blue Sheild Plans: :
Alternative Health Delivery System 89.17% 89.17%
Blue Cross & Blue Sheild of Kentucky 76.24% 76.24%
Southeastern United Medigroup 80.78% 78.03%
Subtotal 81.02% 79.23%

Humana Plans;
HMPK, Inc. 80.45% 80.45%
HPLAN, Inc. 91.47% 90.99%
Humana Health Plan 83.65% 81.19%
Subtotal 83.78% 81.87%

Advantage Care, Inc. (Lexington Health) 62.17% 60.29%
Bluegrass Family Health #DIV/0! #DIV/0!

Healthwise of Kentucky 77.31% 77.31%
Subtotal 77.26% 77.25%

Total Domestic HMO's " 757" T8143% - - 80.03%

Foreign Companies:
Choice Care 83.96% 80.88%
FHP of Ohio (Takecare) 84.42% 84.42%
Metlife Healthcare Network -6328.39% -6328.39%
Prucare 3 ' 85.40% 75.47%
Total Foreign HMO S 8517% ik

Grand Total A1l HMO'S LA R

l Qther Plans:
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Recap Claims for Licensed HMO's
For the Year 1992
Company-Wide | Kentucky-Wide | KY-Wide | KY-Wide
Name of HMO Business Business Domestic| All Co's
Domestic Companies:
Blug Cross - Blue Sheild Plans:
Alternative Health Delivery System 60,109,832 50,492,259
Southeastern United Medigroup 219,921,134 | 218,099,256
Subtotal 280,030,966 268,591,515 | 45)83%| 43.76%
Bumana Plans:
HMPK, Inc. 5,117,350 5,117,350
HPLAN, Inc. 4,144 918 4,144,918
Humana Health Plan 667,142,087 259,015,087
Subtotal 676,404,355 268,277,355 | 45.77%| 43.70%
Other Plaps:
_|Healthwise of Kentucky 49,240,049 49,240,049
Subtotal 49,240,049 49,240,049 8.40% 8.02%
Total Domestic HMO's .~ " "1,005,675370 586,108,919 | 100.00%] 95.48%
Foreign Companies:
Choice Care 185,630,554 10,653,276
FHP of Ohio (Takecare) 39,267,603 16,389,711
Metlife Healthcare Network 70,505 70,505
Prucarc_w__.__ o 1,048,648,567 625,849
Total Foreign HMO's =1,273,617,229 . - 21,139,341 452%
£2,279,292,599 .57 613,848,260 100.00%
HMORAT92.XLS Page 1 of 3 4/14/97
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Recap Premium Income for Licensed HMO's
For the Year 1992
Company-Wide | Kentucky-Wide | KY-Wide KY-Wide
Name of HMO Business Business Domestic| All Co's
Domestic (Companies:
Blue Cross - Blue Sheild Plans:
Alternative Health Delivery System 68,745,830 57,746,497
Southeastern United Medigroup 271,711,523 | 271,711,523
" Subtotal 340,457,353 329,458,020 44.60%| 42.62%
Humana Plans:
HMPK, Inc. 5,809,419 5,809,419
HPLAN, Inc. 4,652,459 4,610,849
Humana Health Plan 658,723,515 335,350,632
Subtotal 669,185,393 345,770,900 46.80%| 44.739%
Qther Plans:
Healthwise of Kentucky 63,525,467 63,525,467
Subtotal 63,525,467 63,525,467 8.60% 8.22%
Total Domestic HMO's - - 1073168313 738,754,387 | 100.00%] 95.56%
Foreign Companies:
Choice Care 219,196,653 14,461,421
FHP of Ohio (T: akecare) 45,490,504 18,651,107
Metlife Healthcare Network 72,541 72,541
Pmc_:are o o 1,192,633,865 1,121,587
Total Foreign HMO's " +11,457,393,563 . i 34,306,656 4.449
GraﬁdTo?aTKﬁHMo 's* 2,530,561,776 - 773,061,043 100.00%
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Recap Claims Loss Ratios for Licensed HMO's

For the Year 1992

Company-Wide | Kentucky-Wide
Name of HMO Business Business
Domestic Companies:
Blue Cross - Blue Sheild Plans: A
Alternative Health Delivery System 87.44% 87.44%
Southeastern United Medigroup 80.94% 80.27%
Subtotal 82.25% 81.53%
Humana Plans:
HMPK, Inc. 88.09% 88.09%
HPLAN, Inc. 89.09% 89.89%
Humana Health Plan 101.28% 77.24%
Subtotal 101.08% 77.59%
Other Plans:
Healthwise of Kentucky 77.51% 77.51%
Subtotal 77.51% 77.51%
Total Domestic HMO's - 93.71% 79.34%
Foreign Companies:
Choice Care 84.69% 73.67%
FHP of Ohio (Takecare) 86.32% 87.88%
Metlife Healthcare Network 97.19% 97.19%
Prucare ' S 87.93% 55.80%
Total Foreign HMO's. "~ .. ‘8739% - - 80.86%
Grand Total ANHMO's |~ -~ 72 9007% * 7 19.40%
HMORAT92.XLS - Page 3 of 3
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Recap Claims for Licensed HMO's

For the Year 1991

Company-Wide | Kentucky-Wide | KY-Wide | KY-Wide
Name of HMO Business Business Domestic! All Co's
Domestic Companies:
Blue Cross - Blue Sheild Plans:
Alternative Health Delivery System 47,910,054 40,778,854
Southeastern United Medigroup 220,878,265 220,775,453
Subtotal 268,788,319 261,554,307 46.22%| 44.49%
Humana Plans:
Humana Medical Plan 15,636,259 15,636,259
Humana Care Plan 89,945,029 85,769,523
Humana Health Plan 456,789,270 153,195,233
Subtotal 562,370,558 254,601,015 44.99%| 43.31%
Qther Plans:
Healthwise of Kentucky 37,611,277 37,611,313
HMO Kentucky 18,343,018 12,170,959
Subtotal 55,954,295 49,782,272 8.80% 8.47%
Total Domestic HMOQO's - 887,113,172 565,937,594 | 100.00%| 96.27%
Foreign Companies:
Choice Care 8,398,506 8,398,506
Lincoln Nat. Health Plan Ohio 34,682,393 13,674,965
Metlife Healthcare Network (132,858) (132,858)
Prucare o B 837,330,667 -
Total Foreign HMO's . .~ .~ 880,278,708 - 21,940,613 3.73%
Grand Total All HMO's™ " /. 7¥1,767,391,880 " 587,878,207 100.00%
HMORAT91.XLS Page 1of3
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Recap Premium Income for Licensed HMO's
For the Year 1991
Company-Wide | Kentucky-Wide | KY-Wide | KY-Wide
Name of HMO Business Business Domestic| All Co's
Domestic Companies:
Blue Cross - Blue Sheild Plans:
Alternative Health Delivery System 56,703,056 47,810,049
Southeastern United Medigroup 264,479,976 | 264,479,976
Subtotal 321,183,032 312,290,025 44 86%| 43.41%
Humana Plans:
Humana Medical Plan 17,381,620 17,381,620
Humana Care Plan 110,942,040 104,561,635
Humana Health Plan 433,827,589 191,628,779
Subtotal 562,151,249 313,572,034 45.05% 43.39%
Qther Plans:
Bealthwise of Kentucky 50,254,226 50,254,225
HMO Kentucky 20,099,123 19,960,439
Subtotal 70,353,349 70,214,664 10.09% 9.76%
Total Domestic HMO's 953,687,630 696,076,723 | 100.00%| 96.76%
Foreign Companies:
Choice Care 10,609,056 10,609,056
Lincoln Nat. Health Plan Ohio 40,866,930 12,662,500
Metlife Healthcare Network 50,859 50,859
Prucare - S 936,236,692 -
Total Foreign HMO's - L. 987,763,537 = 23322415 3.24%
Grand Total AU HMO's ™ . 10414551677 7 719,399135 100.00%
HMORAT91.XLS Page 2 of 3 4/14/97




Recap Claims Loss Ratios for Licensed HMO's
For the Year 1991
Company-Wide | Kentucky-Wide
Name of HMO Business ~ Business

Domestic Companies:
Blue Cross - Blue Sheild Plans:
Alternative Health Delivery System 84.49% 85.29%
Southeastern United Medigroup 83.51% 83.48%

Subtotal 83.69% 83.75% .
Humana Plans:
Humana Medical Plan 89.96% 89.96%
Humana Care Plan 81.07% 82.03%
Humana Health Plan 105.29% 79.94%

Subtotal 100.04% 81.19%
Qther Plans:
Healthwise of Kentucky 74.84% 74.84%
HMO Kentucky 91.26% 60.98%

Subtotal 79.53% 70.90%
Total Domestic HMO's L 93,02% 81.30%
Foreign Companies:
Choice Care 79.16% 79.16%
Lincoln Nat. Health Plan Ohio 84.87% 108.00%
Metlife Healthcare Network -261.23% -261.23%
Prucare o 89.44% #DIV/0!
Total Foreign HMO's - 89.12%  ~ 94.08%
Grand Tofal AUMO's 170 913% ~ " 8im%

HMORAT91.XLS Page 3 of 3 4/14/97







APPENDIX D

Kentucky Department of Insurance
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MEDICAL SAVINGS ACCOUNT (MSA) PLAN

BENEFIT FEE FOR SERVICE PPO PPO
(IN-NETWORK) (OUT - OF - NETWORK)
Deductible $1,500 $1,500 $2,250
(single)?
Deductible $3,000 $3,000 $4,500
(family)?®
Maximum Out- $3,000 $3,000 $3,000
of - Pocket
(single)*
Maximum Out- $5,500 $5,500 $5,500
of - Pocket
(family)5

Provider 20% coinsurance 20% coinsurance 40% coinsurance
Services,
Authorized
Inpatient
Care, Semi-
Private Room
and Misc.
Hospital
Services,
Intensive/Car
diac/Neonatal
Care,
Ancillary
Services,
Surgical
Services,
Pre-Admission
Testing

1 a1l covered services are subject to the deductible.
Amounts applied to meet the deductible do not accrue to the
maximum out-of-pocket limit. With regard to family plans, one
person must meet the single deductible. Thereafter, all eligible
family expenses accrue to the deductible.

2 7he allowable range for a federal MSA is $1,500 - $2,250.

3 fThe allowable range for a federal MSA is $3,000 - $4,500.
This amount is prescribed by the Kennedy-Kassebaum Bill.

This amount is prescribed by the Kennedy-Kassebaum Bill.
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Transplant 20%
Coverage
(limited to
kidney,
cornea, bone

marrow,
heart,
lung,
heart/lung,
and pancreas)

liver,

coinsurance

20%

coinsurance

40%

coinsurance

Provider 20%
Office Visit,
Diagnostic
Testing

coinsurance

20%

coinsurance

coinsurance

Ambulatory/
Hospital
Outpatient
Surgery

colnsurance

coinsurance

40%

coinsurance

Prenatal,
labor and
delivery, and
postpartum

coinsurance

coinsurance

coinsurance

Pregnancy of not
dependents

other than

covered

not

covered

not

covered

spouse

Hospital 20%
Emergency
Room
(coinsurance
waived if
admitted)

coinsurance

20%

coinsurance

coinsurance

Ambulance
(Ground only)

coinsurance

20%

coinsurance

coinsurance

Detection
(Mammogram
only)

age

coinsurance

and

periodicity
limits may apply

20%

age

periodicity limits

coinsurance

and

may apply

40%

age

periodicity limits

coinsurance

and

may apply




Inpatient 20% coinsurance 20% coinsurance 40% coinsurance
Maximum 5 days/ Maximum 5 days/ Maximum 5 days/
plan year plan year plan vear
1 admission/ 1 admission/ 1 admission/
plan year plan year plan year
Day treatment or |Day treatment or Day treatment or
Intensive Intensive Intensive
outpatient can be | outpatient can be outpatient can be
substituted for substituted for substituted for
inpatient days on | inpatient days on inpatient days on
a 2 for 1 basis a 2 for 1 basis a 2 for 1 basis

Outpatient 20% coinsurance 20% coinsurance 40% coinsurance
10 visits per 10 visits per plan |10 visits per plan
plan year year yvear

40% coinsurance

limit

limit

Physical/ 20% coinsurance 20% coinsurance
Occupational/
Cardiac 13 weeks plan 13 weeks plan year | 13 weeks plan year
Rehabili- yvear limit limit limit
tation
Therapy
Speech 20% coinsurance 20% coinsurance 40% coinsurance
Therapy
13 weeks plan 13 weeks plan year | 13 weeks plan year
yvear limit limit limit
Skilled 20% coinsurance 20% coinsurance 40% coinsurance
Nursing
Facilities 14 days plan year | 14 days plan vear 14 days plan vyear

limit

Home Health

Covered in full
when substituted
for
hospitalization

10 visits plan
year limit

Covered in full
when substituted
for i
hospitalization

10 visits plan
yvear limit

Covered in full
when substituted
for
hospitalization

10 visits plan
year limit

Hospice

Medicare Hospice
Benefit

Medicare Hospice
Benefit :

Medicare Hospice
Benefit
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KASSEBAUM-KENNEDY:.

REQUIREMENT.~

Title I - Health Care
Access, Portability, and
Renewability

Subtitle A - Group Market
Rules

Part | - Portability, Access
and Renewability

Section 101, ERISA

Section 701 - Increased
Portability Through Limitation
on Preexisting Condition
Exclusions

Section 702 - Prohibiting
Discrimination Against
Individual Participants and
Beneficiaries Based on
Health Status

Section 703 - Guaranteed
Renewability in
Multiemployer Plans and
MEWAS

Section 704 - Preemption,
State Flexibility, Construction

Section 705 - Special Rules
Relating to Group Health
Plans

Section 706 - Definitions

Section 707 - Regulations

ALL REFERENCES APPLICABLE TO ERISA ONLY

Amends ERISA by adding a new Part 7, Grodp Plan Portability, Access and
Renewability requirements.

Requires employer group plans to comply with the following provisions as applicable to
insurers and discussed in detail in the Group Market Reform Section 2701:

» Preexisting conditions;

* Recognition and calculation of prior creditable coverage;

» Certification of prior creditable coverage;

» Special enroliment periods; and

* HMO affiliation periods to the extent that employers are enabled to

purchase such plans.

Requires employer group plans to comply with the following provisions as applicable to

insurers and discussed in detail in the Group Market Reform Section 2702:

» Health factors may not be considered as a basis for eligibifity or continued
eligibility; and

» Higher premiums may not be charged to similarly situated individuals
based on health status.

Requires multiemployer plans and MEWAS to guarantee to renew under the same

provisions as Group Market Reform Section 2712, (except association membership)

and adds:

< additional language regarding service areas; and

* anonrenewal provision regarding failure to comply or renew collective
bargaining agreements and related agreements.

Applies the requirements of Group Market Reforms Section 2723, to multiemployers
plans and MEWAS.

Omits references in Group Market Reforms Section 2721, to governmental and
nongovernmental plans and otherwise applies Section 2721 provisions to
muitiemployer plans and MEWAS.

Omits definition of Individual Health Insurance and provides ERISA related definitions
not discussed in Group Market Reforms Section 2791.

« Provides for the Secretary to promulgate regulations and otherwise enforce
provisions specific to ERISA; imposes reporting requirements, imposes penalties,
and enables coordination of implementation.

4
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Titie XXVII Assuring
Portability, Availability and
Renewability of Health
Insurance Coverage

Part A - Group Market
Reforms

Subpart 1 - Portability,
Access and Renewability
Requirements

Section 2701 - Increased
Portability Through Limitation
of Preexisting Condition
Requirements

(Rules Apply to Small and
Large Group)

ALL REFERENCES APPLICABLE TO GROUP MARKET ONLY

PREEXISTING CONDITION PRQVISIONS

Groups may impose a preexisting exclusion only if such exclusion relates to “a
condition (whether physical or mental), regardless of the cause of the condition, for
which medical advice, diagnosis, care or treatment was recommended or received
within the 6 month period ending on the enrollment date.”

The preexisting exclusion is not more than 12 months or 18 months for late
entrants.

Preexisting is reduced by aggregate period of creditable coverage as later defined,
applicable as of the enroliment date.

The term preexisting condition exclusion means, with respect to coverage, “a
limitation or exclusion of benefits relating to a condition based on the fact that the
condition was present before the date of enroliment for such coverage, whether or
not any medical advice, diagnosis, care or treatment was recommended or
received before such date.”

Genetic information not be to considered without a diagnosis.

A newborn child, or a child under 18 adopted or placed for adoption may not be
imposed a preexisting waiting period if covered under creditable coverage as of the
last day of the 30 day period beginning with the date of birth, adoption or
placement.

Pregnancy is not a preexisting condition.

AFFILIATION PERIODS IN LIEU OF PREEXISTING CONDITIONS (HMOS ONLY)

A HMO that imposes no preexisting condition can impose an affiliation period
which is defined as “a period which, under the terms of the health insurance
coverage offered by the HMO, must expire before the heaith insurance coverage
becomes effective. The organization is not required to provide health care services
or benefits during such period and no premium shall be charged to the participant
or beneficiary for any coverage during the period.”

Affiliation period may be imposed only if: (a) the period is applied uniformly withowr
regard to any health status related factors and (b) the period does not exceed 2
months (3 months for late entrants).

The affiliation period begins on the enroliment date and run concurrently with any
waiting periods.

Other alternatives can be approved by the Commissioner




KASSEBAUM-KENNEDY -
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DEFINITIONS APPLICABLE TO THESE AREAS

Enroliment Date: (With respect to an individual) “The date of enrollment of the
individual in the plan or coverage or, if earlier, the first day of the waiting period for such
enrollment.”

Late Enrollee: “A participant or beneficiary who enrolls under the plan other than during
(a) the first period in which the individual is eligible to enroll under the plan, or (b) a
special enroliment period...". :

Waiting Period: “The period that must pass with respect to the individual before the
individual is eligible to be covered for benefits under the terms of the plan.”

Creditable Coverage: “Coverage of the individual under any of the following: (a) a
group health plan; (b) health insurance coverage (per definition does not include short-
term/HIAA report says should be considered per conferees); (c) Part A or B of title XVII
of the Social Security Act; (d) Title XIX of the Social Security Act, other than coverage
consisting solely of benefits under section 1928; (e) Chapter 55 of title 10, USC; (f) a
medical care program of the Indian Health Service or of a tribal

organization; (g) a state risk pool; (h) a health plan offered under chapter 89 of title 5,
USC:; (1) a public health plan (as defined in regulations); and (j) a health benefit plan
under section 5(e) of the Peace Corps Act. :

Creditable coverage does not include “excepted benefits” under one or more (or any
combination of):

» Benefits not subject to requirements:

rv—————

(a) Accident only or disability income or combination thereof.

(b) Supplements to liability insurance.

(c) Liability, including general and automobile liability.

{d) Workers compensation or similar insurance.

(e) Automobile medical payment insurance.

(f) Credit-only insurance.

{(9) Coverage for on-site medical clinics.

(h) Other similar insurance, specified in regulations, under which
benefits for medical care are secondary or incidental.

= Benefits not subject to requirements if offered separately:
(a) Limited scope dental or vision benefits.
(b) Benefits for iong term care, nursing home care, home health care,
community based care, or any combination thereof .
(c) Such other similar, limited benefits as are specified in regulations.

» Benefits not subject to requirements if offered as independent,
noncoordinated benefits:
(d) Coverage only for a specified disease or ililness
(e) Hospital indemnity or other fixed indemnity insurance

e Benefits not subject if offered as a separate insurance policy:
(fy Medicare supplement and similar coverage provided under a
group heaith plan.
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COUNTING PERIODS QF CREDITABLE COVERAGE

« A period of creditable coverage will not be counted if after the period of coverage,
and before the enrollment date, there was a 63 day period during which the
individual was not covered under any creditable coverage.

» Waiting periods or affiliation periods (HMQ) are not taken into account in
determining continuous coverage.

TWO METHODS FOR COUNTING PERIODS OF CREDITABLE COVERAGE

Standard Method: Count a period of creditable coverage without regard to specific
benefits covered during the period.

Alternative Method: Plan or issuer can elect to apply aggregate period of creditable
coverage to coverage of benefits specified in regulations rather than without regard to
specific benefits.

e Must be uniform for all participants.

« Under such an election, the health plan or issuer shall count a period of
creditable coverage with respect to any class or category of benefits if any
level of benefits is covered within such class or category.

« Must disclose to the beneficiary and plan sponsor the election of the
alternative method at the time of enrollment and describe the effect of the
alternative method.

REQUIREMENTS FOR CERTIFICATION OF PERIODS OF CREDITABLE
COVERAGE

« Periods of creditable coverage through certifications or in other manners as may be
prescribed by regulations.

» The period of coverage and COBRA (if applicable) and the waiting/affiliation
periods (if applicable) are to be certified by the plan or issuer:
(a) when plan coverage ceases and COBRA is available;
(b) when COBRA ceases; and
(c) on request made not later than 24 months after the end of these
coverages, whichever is later.

« Notices can be consistent with the time frames of COBRA notices to the extent
practical.

e The certifications should include:

(a) the period of coverage under the plan and COBRA (if applicable);
(b) the waiting period (if any) and the affiliation period (if applicable) imposed
on the individual;

« Anissuer which elects to implement the Alternative Method of crediting coverage

(discussed above) can request, from the entity issuing the certification, information
on the coverage of classes and categories of health benefits under the prior plan.
This information should be disclosed promptly. The requesting plan can be
charged reasonable costs for disclosing the information.
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Section 2702 - Prohibiting
Discrimination Against
Individual Participants and
Beneficiaries Based on
Health Status

(Rules Apply to Smali and
Large Group)

SPECIAL ENROLLMENT PERIQDS

+ Individuals who lose other coverage (eligible employees or eligible dependents)
may enroll in a plan at a later date if:

(a) They were covered under a group health plan or had other health
insurance coverage at the time the plan was offered;

(b} They stated in writing (if written statement required and the consequences
of rejection were disclosed) that other coverage was the reason for
declining;

(c) The other coverage was COBRA which is exhausted or not COBRA and
loss of coverage resulted from separation, divorce, death, termination of
employment, reduction in hours or termination of employer contribution;
and

(d) The request is made not later than 30 days after the date of exhaustion of
previous coverage.

< A special enroliment for dependent beneficiaries exists if the plan provides
dependent coverage:

(a) An eligible employee and/or spouse may enroll upon acquiring a new
dependent through marriage, birth, adoption or placement for adoption.

(b) The special period is not less than 30 days from the later of (1) the date
coverage is made available or (2) the date of marriage, birth, adoption or
placement for adoption.

(c) The effective dates are (1) marriage - 1% day of the 1¥ month after receipt
of the request for enrollment and (2) the date of birth, adoption or
placement for-adoption.

+ Special enrollees are exempt from the definition of late enrollee.

ELIGIBILITY TO ENROLL
» A group health plan or insurance issuer may not establish rules for eligibility or
continued eligibility of an individual or dependent based on the following health
factors:
(a) Health status;
(b) Medical condition (physical and/or mental);
(c)} Claims experience;
(d) Receipt of health care;
(e) Medical history;
(f) Genetic information;
(g) Evidence of insurability (including domestic violence);
(h) Disability.
« To the extent consistent with preexisting rules, this does not require the inclusion of
special benefits or prevent establishing limits or restrictions on benefits or coverage
for similarly situated individuals.

PREMIUM CONTRIBUTIONS

» A higher premium or contribution may not be charged to similarly situated
individuals based on health status.

+ This is not intended to restrict the amount charged by a health plan or to prohibit

discounts or rebates or other modifications, copayments or deductibles in relation
1o healthy lifestyles.

Ptm———
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PART A - Subpart 2
Section 2711 - Guaranteed
Availability of Coverage for
Employers in the Group
Market

(Technical Rules Apply to
Small Group Only)

PROVISIONS APPLICABLE ONLY TO HEALTH INSURANCE ISSUERS

SMALL GROUP MARKET

« Subject to network rules, application of financial capacity limits, failure to meet
participation or contribution rules or association exceptions, issuers in the small
group market must:

(a) accept every small employer (as later defined) in the state that applies;

(b) accept every eligible individual who applies during the period in which the
individual first becomes eligible without imposing any restrictions
inconsistent with Section 2702; except

(c) as provided in Section 2711(f), this does not apply to an issuer who offers
small group coverage only through one or more bona fide associations.

« An eligible individual in relation to a small employer is determined:
(a) in accordance with the terms of such plan;
(b) as provided by the issuer under its rules which are applied uniformly to
small employers in the state; and
(c) in accordance with state laws.

LARGE GROUP MARKET

« The Governor shall submit to the Secretary of HHS by 12/31/2000 and every 3
years thereafter a report on the availability of coverage for large employers.

o The Secretary of HHS will report to Congress.

e The GAO will study and report to Congress not later than 18 months from the
effective date of this Act.

NETWORK RULES/FINANCIAL CAPACITY RULES

« Inthe small group market, an issuer may:

(a) limit employers to those with individuals who live, work or reside in the
service area;

(b) deny coverage if the issuer does not have the capacity to deliver services
10 new groups and this is applied uniformly to all new applicants and is not
based on medical experience;

(c) which must be demonstrated to the appropriate state authority; and

(d) if coverage is denied due to network capacity, the issuer may not offer
coverage in the small group market in that service area for 180 days.

(e) deny coverage based on financial capacity if applied uniformly and
demonstrated, if required, to the state authority; and

(f) if coverage is denied due to financial capacity, issuers may not issue
coverage in the small group market for 180 days or until financial ability is
demonstrated.

o Exceptions:

(a) issuers are not precluded from establishing employer contribution or group
participation rules as allowed by state law and as defined.

(b) issuers to associations only do not have to comply with 2711 (a).
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Section 2712 - Guaranteed
Renewability of Coverage for
Employers in the Group
Market

(Rules Apply to Small and
Large Group)

Section 2713 - Disclosure of
information

(Rules Apply to Smali
Group)

GENERAL RULES FOR DISCONTINUANCE

+ Coverage in the small or large group market must be renewed or continued in force
except for one or more of the following reasons (defined more explicitly in the bill):
(a) nonpayment of premiums;
(b} fraud;
(c) violation of participation or contribution rules:
(d) termination of coverage;
(e) movement outside the service area;
(f} association membership ceases.

Discontinuance of a Type of Coverage
* When an issuer determines to discontinue the offer of a particular type of coverage
in the small or large group market, the type of coverage can be discontinued in
accordance with state law if:
(a) notice is provided to each plan sponsor, participant and beneficiary at least
90 days prior to the date of discontinuance:
(b) the issuer offers to each plan sponsor the option to purchase all (or in the
case of a large employer, any) other coverage currently offered by the issuer in
the group market;
(c) when exercising discontinuance and offering other coverage, the issuer
acts uniformly without regard to claims experience of sponsors or health
factors of participants or beneficiaries.

Discontinuance of All Coverage
* When an issuer determines to discontinue offering all health insurance coverage in
the small or large, or both markets in a state, coverage must be terminated in
accordance with state law and if;
(a) notice is provided to the applicable state authority and to each plan
sponsor, participant and beneficiary at least 180 days prior to the date of
discontinuance;
(b) all health insurance issued or delivered for issuance in the state in such
market or markets is discontinued and not renewed: and
(c) when coverage is discontinued in a market, the issuer may not reenter the
market for a period of 5 years beginning on the date of discontinuance of the
last coverage not renewed.

EXCEPTION FOR UNIFORM MODIFICATION OF COVERAGE

» Atthe time of renewal, an issuer may modify the coverage of a product offered to a
group health plan:
(a) in the large group market; or
(b) in the small group market if, for coverage that is available other than only
through one or more associations, the modification is consistent with state law
and effective uniformly among group health plans with that product.

INFORMATION TO BE DISCLOSED WITH THE OFFERING OF COVERAGE TO A

SMALL EMPLOYER

e The following information is to be provided as part of sales and solicitation

materials and upon the request of a small employer:
(a) provisions concerning the issuer’s right to change premiums and the
factors that would affect premium changes;
(b) renewability provisions;

kS
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PART A - Subpart 3
Exclusion of Plans;
Enforcement; Preemption
Section 2721 - Exclusion of
Certain Plans

Section 2722 - Enforcement

Section 2723 - Preemption;
State Flexibility; Construction

(c) information concerning preexisting conditions; and
(d) the benefits and premiums of all coverage for which the employer is
qualified.

« The information should be made available in @ manner determined toc be
understandable by the average small employer and sufficient to'advise the small
employers of their rights.

« This section does not require the disclosure of information that is proprietary or
trade secret under state law.

» The requirements of Subparts 1 and 2 do apply to nonfederal governmental plans
(defined as a governmental plan established or maintained for its employees by the:
U.S. Government, etc.)

+ The requirements of Subparts 1 and 2 do apply to chuch and governmental plans.

« The sponsor of a nonfederal governmental plan may elect, in a form and manner to

be prescribed by regulations, to be excluded from the Provisions of Subparts 1 and

2:

(a) for a single specified plan year which may be extended through
subsequent elections; or
(b) for the term of a collective bargaining agreement if applicable.

« If such election is made, the plan must provide for:

(a) notice to enrollees (annually and at enroliment) of the fact and
consequences of the elections; and

(b) certification and disclosure of creditable coverage as discussed in Section
2701.

« Subparts 1 and 2 do not apply to the excepted benefits enumerated in Section
2791 and listed earlier under Section 2701.

« Partnerships are to be considered as group health plans.

STATE ENFORCEMENT

. Subject to Section 2723, each state may require that health insurance issuers that
issue, sell, renew or offer health insurance coverage in the small and large group
markets meet the requirements of this part (Part A).

« If the Secretary determines that a state has failed to substantially enforce this Part
the Secretary may undertake enforcement. Limitations, liabilities, penalties,
administrative and judicial review are discussed in detail in this Section.

« Except as noted, no provision of state law is superseced which establishes,
implements, or continues any standard or requirement solely relating to health
insurance issuers in the group market (unless the state law prevents the
application of this Part).
« Nothing in this part affects or modifies Section 514 of ERISA with respect to group
heaith plans.
« Inrelation to heatith insurance coverage offered by an issuer, this part does not
supersede state law to the extent that state law:
(a) substitutes a preexisting “lookback” period of less than 6 months;
(b) substitutes a preexisting waiting period of less than 12 months or18
months for late entrants;
(c) substitutes a number of days greater than 63 concerning breaks in
coverage;
(d) substitutes a period greater than 30 days for adding an adopted child;
(e) prohibits the imposition of preexisting exclusions in cases not described in
2701(d) or expands the exceptions of that section;
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PART C - Definitions;
Miscellaneous provisions
Section 2791 - Definitions

Section 2792 - Regulations

Section 103 - IRS Code

Section 104 - Assuring
Coordination

Subtitle B - Part B -
Individual Market Rules
Section 2741 - Guaranteed
Availability of Individual
Health Insurance Coverage
to Certain Individual With
Prior Group Coverage

« Preexisting exclusion is defined in the area noted above as: “... a limitation or

(f) requires additional special enrolliment periods;
(g) reduces the period of time applicable to HMO affiliation periods.

+ Nothing in this Part should be construed to require a group health plan or insurance
issuer to provide specific benefits.

« This section defines numerous terms in addition to those defined throughout the
bill.

+ The HMO Act is amended to enable affiliation periods.

« Except as provided, Part A of Title XXV shall apply to group health plans for plan
years beginning after 6/1/97.

« No period before 7/1/96 shall be taken into account in determining creditable
coverage, but the Secretary of HHS will establish a process where individuals can
be credited for such coverage through documents, etc.

« Certification requirements apply to event occuring after 6/30/96.

« Certification is not required to be provided before 6/1/97.

» For events occuring after 6/30/96 and before 10/1/96 certification is not required
unless requested in writing.

« Except for certification requirements, collective bargaining agreements are not
subject to Part A of Title XXVl until plan years beginning before the fater of:

(a) the date when the last collective bargaining agreement relating to the
plan terminates {without regard to any extension agreed to after the date of
this Act; or

(b) July 1, 1997.

« The Secretary of HHS will issue regulations not later than 4/1/97.

« No enforcement actions will be taken regarding violations before 1/1/98 if the plan
or issuer has made a good faith effort to comply.

+ References to revisions of the IRS Code and cross references.

« Enables Secretaries of HHS, Treasury and Labor to co-administer and coordinate
efforts of implementation.

ALL REFERENCES APPLICABLE TO INDIVIDUAL MARKET ONLY

« Issuers that offer individual coverage may not:
(a) decline coverage to an eligible individual under the fallback provisions; or

(b) impose a preexisting condition exclusion as defined in Section
2701(b)(1)(A) on an eligibie individual.

exclusion of benefits relating to a condition based on the fact that the condition was
present before the date of enroliment for such coverage, whether or not any
medical advice, diagnosis, care or treatment was recommended or received before
such date.”

12
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Sections 2742 and 2743

Section 2744 - State
Flexibility in Individual Market
Reforms

« An eligible individual:
(a) has 18 months aggregate prior creditable coverage as defined in Section
2701(c), the most recent of which was with a group, government or church
plan, or coverage offered in connection with such plan;
(b) is not eligible for group coverage, Medicare, Medicaid, and does not have
other heaith insurance coverage.
(c) did not lgse the most recent coverage for “a factor described in Section
2712(b), paragraphs (1) and (2) relating to fraud and nonpayment of premium.
(d) was offered COBRA or state continuation, elected such coverage and such
coverage is exhausted.

Rules for States With No Acceptable Alternative Mechanism (AAM)

« If a state elects not to implement an AAM (later defined and discussed), an
individual health insurance issuer may elect to limit the coverage offered to eligible
individuals, it may limit the offered coverage so long as it offers at least two
different policy forms which:

(a) “are designed for, made generally available to, and actively marketed to,
and enroll both eligible and other individuals by the issuer;” and

(b) are either the most popular policy forms or are policy forms which provide
representative coverage as defined; and

(c) this election is applied uniformly and for a period of not less than 2 years.

« If an Acceptable Alternative Mechanism is not adopted and the previous rules are
followed, the following apply:

(a) Special Rules for Network Plans as described for the Small Group Market;
(b) Financial Capacity Limits as described for the Small Group Market;
(c) Issuers selling group only and/or through bona fide associations are not
required to offer to individuals;
(d) Issuers offering conversion policies are not required to offer to individuals;
(e) The rules do not restrict the premium charges or the opportunity to offer
healthy lifestyle discounts, etc.

« These sections are outlined following Section 2744.

Rules for State Which Adopt An Acceptable Alternative Mechanism (AAM)

« Section 2741 requirements are waived for states that implement an AAM which:

(a) provides a choice of health insurance to eligible individuals;

(b) does not impose a preexisting exclusion on such coverage; and

(c) includes at least one form of coverage which is comparable to

comprehensive health insurance offered in the group market or that is

comparable to a standard group or individual option available under state law;
and

(d) the state must implement either:

« the NAIC Small Employer and Individual Health Insurance Availability Act
or the NAIC Individual Health Insurance Portability Model Act, both adopted
6/3/96;

« aqualified high risk pool which provides coverage to all eligible individuals
that does not impose a preexisting exclusion for eligible individuals and

- provides for premiums and benefits consistent with the NAIC Model Health
Plan for Uninsurable Individuals; or

« an alternative mechanism which provides for risk adjustment, risk

spreading or a risk spreading mechanism.

13
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+ The following are discussed as potential AAMs (or a combination thereof):
(a) a private or public individual health insurance mechanism;
(b) mandatory group conversion plans;
(c) guarantee issue of one or more plans;
(d) open enrollment.

 Thetime frame to implement an AAM is discussed in this section but is not outlined
in this document.

GENERAL RULES FOR DISCONTINUANCE

» Coverage in the individual market must be renewed or continued in force except for
one or more of the following reasons (defined more explicitly in the bill):
(a) nonpayment of premiums; *
(b) fraud;
(c) termination of coverage;
(d) movement outside the service area: or
(e) association membership ceases.

Discontinuance of a Type of Coverage

»  When an issuer determines to discontinue the offer of a particular type of coverage
in the individual market, the type of coverage can be discontnued in accordance
with state law only if:

(a) notice is provided to each covered individual at least S0 days prior to the
date of discontinuance;

(b) the issuer offers to each individual the option to purchase all other
coverage currently offered by the issuer in the group market; and

(c) when exercising discontinuance and offering other coverage, the issuer
acts uniformly without regard to claims experience of individuals enrolled or
who may become enrolied. '

Discontinuance of All Coverage
» When an issuer determines to discontinue offering all health insurance coverage in
the individual market in a state, coverage must be terminated in accordance with
state law and only if:
(a) notice is provided to the applicable state authority and to each individual at
least 180 days prior to the date of discontinuance;
(b) all health insurance issued or delivered for issuance in the state in such
market or markets is discontinued and not renewed: and
(c) when coverage is discontinued in a market, the issuer may not reenter the
market for a period of 5 years beginning on the date of discontinuance of the
last coverage not renewed.

EXCEPTION FOR UNIFORM MODIFICATION OF COVERAGE

+ Atthe time of renewal, an issuer may modify the coverage of a product offered to
an individual:
(a) if the modification is consistent with state law and applied uniformly; and
(b) the reference to “individual” includes a reference to the association of which
the individual is a member.

14
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Section 2743 - Certification
of Coverage

Section 2745 - Enforcement

Section 2746 - Preemption

Section 2747 - General
Exceptions

Title 1l - Tax Related Health
Provisions

Sections 300, 301 and
220(a) through (c)(1) -
Revisions to IRS Code
Unless Otherwise Provided,

« The provisions of Small Group Market Section 2701(e) are applicable to the
individual market.

« Except as provided in Section 2746, each state may require that health insurance
issuers meet the requirements of Part B - Individual Market Rules. [f the Secretary
determines that a state has failed to enforce the requirements, the Secretary can
enforce the requirements.

« Nothing in this part affects or modifies Section 514 of ERISA with respect to group
health plans.

« The Individual Market Rules do not apply to the excepted benefits for Small Group
Market outlined in Section 2791.

o Except as provided in Title XXVII, Part B(a), this Part is effective for coverage
issued, sold, offered or renewed after 6/30/97, regardless of when a period of
creditable coverage occurs. (Note (a) discusses the application of an AAM).

« Section 102(d)(2) of this Act applies to Section 2743 in the same manner as it
applies to Section 2701(e).

Most of Title Ill, Subtities A&B, discusses the manner in which the IRS will evaluate tax
deductions for MSA plans (exempt payments, qualified employers/beneficiaries,
transfer of account due to death, divorce, etc., what may or may not be reimbursed by
the spending account, reporting requirements, penalties, limitations on spending

Subtitles A&B, accounts, etc.

. Defines High Deductible Health Plan (HDHP):
Single Deductible - $1500 - $2250
Family Deductible - $300 - $4500
Single OOP - $3000
Family QOP - $5500

« The definition of HDHP does not include coverage for:
(a) any benefit provided by permitted insurance; or
(b) coverage (whether through insurance or otherwise) for accidents,
disability, dental care, vision care, or long term care.

e Permitted insurance means:

(a) medicare supplemental insurance;

(b) insurance coverage if substantially all of the coverage relates to liabilities
incurred under workers comp, tort, ownership or use of property, or similar
liability as the Secretary may prescribe by regulation, insurance for a specified
disease or illness or insurance paying an indemnity for hositalization.

« HDHP does not fail to qualify as a MSA if it does not have a deductible for
preventive care as required by state law.

« Small employer means, in general, any employer who employed an average of 50
or fewer employees during either of the preceding 2 calendar years. Exceptions
are made for employers not in business during the preceding year and employers
who later exceed 50 employees. ’

Section 301 « Study effects of MSAs on smali group market
'KASSEBAUM-KENNEDY:%: D e SR e Lot ) Y
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Title IV - Application &
Enforcement of Group
Health Plan Requirements
Subtitie A, Sec. 401(a)

Chapter 100 - Group Health
Portability, Access and
Renewability Requirements

Section 8801 - Increased
Portability Through Limitation
of Preexisting Condition
Exclusions

Section 9802 - Prohibiting
Discrimination Against
Individual Participants and
Beneficiaries Based on
Health Status

Section 9803 - Guaranteed
Renewability in
Multiemployer and Certain
MEWAS

Section 9804 - General
Exceptions

Section 9805 - Definitions

Section 9806 - Regulations

Section 402 - Penalty On
Failure to Meet Certain
Group Health Plan
Requirements

Subtitle B - Clarification of
Certain Continuation
Coverage Requirements
Sec. 421 - Cobra
Clarifications

L 4

Adds a new Chapter 100 to Subtitle K of the IRS Code. This Chapter reiterates the
provisions of Title XXV except as noted.

Omits definition of group health insurance, individual health insurance, appropriate
state authority, beneficiary, bona fide association, employee, employer, church plan,
federal government plan, nonfederal government plan, health status related factor,
participants, plan sponsor, state and other market related terms.

Makes clarifications to COBRA and ERISA by inserting revisions to referenced federal
statutes. The full impact is not stated in the bill. HIAA Report “Implementing Kasse-
baum-Kennedy,” September 11, 1996, discusses COBRA changes effective 1/1/97;

Basically restates the provisions of Title XXVIl, Section 2701, with wording changes
specific to the IRS Code.

Omits the requirement of issuer notice of Alternative Method of crediting prior
coverage.

Omits references to HMO affiliation periods.

Basically restates the provisions of Title XXVII, Section 2702, with working changes
specific to the IRS Code. :

Requires multiemployer plans and MEWAS to guarantee renewal under the same
provisions as Title XXVII, Section 2712, (except association membership) and
adds: '

(a) additional language regarding service areas: and

(b) a nonrenewal provision regarding failure to comply or renew collective

bargaining agreements and related agreements.

Basically restates the provisions of Title XXVII, Section 2712, with working changes
particular to the IRS Code.

Omits references to church and nongovernmental plans.

Omits references to treatment of partnerships.

Provides for the Secretary to promulgate regulations and otherwise enforce the
provisions required to implement this Title.

Specifies tax penalties.

Provides exception for church plans.

Allows for correctional periods.

Addresses unintentional failures to comply.
Not applicable to certain small employer plans.

The extended maximum coverage period (29 months) due to disability applies to
disabled qualified beneficiaries.

Extended disability coverage applies if disability exists at any time during the first
60 days of COBRA (previously at time of qualifying event) - determination still must
be made and notice given during the period of COBRA coverage.

-KASSEBAUM-KENNEDY:z:3F
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Newborns and Mothers
Health Protect Act
Effectiive 1/1/98

Mental Health Parity Act
(Amends HIPAA)
Effective for plan years

beginning 1/1/98 and
Sunsets 9/30/2001.

COBRA can be terminated if beneficiary becomes covered under another group
plan with a pre-existing clause if the new plan exclusion does not apply by reason of
prior creditable coverage.

Qualified beneficiary includes adopted children, enabling plan changes upon
adoption of a child.

Group health plans/insurers may not:
(a) restrict benefits for any hospital stay in connection with childbirth for the
mother or the newborn to less than 48 hours for a normal vaginal delivery or 96
hours for a cesarean section although the provider and mother in consultation
may agree to an earlier discharge;
(b) require that a provider obtain preauthorization to assure these lengths of
stay;
(c) deny eligibility to avoid this Act;
(d) provide payments or rebates to mothers to accept less limits;
(e) penalize or reduce reimbursement to providers due to compliance;
(f) provide incentives to provides to encourage noncompliance; or
(q) restrict benefits. -

The Act does not:
(a) require the mother to give birth in a hospital or to stay in the hospital for the
specified times;
(b) prevent the application of deductibles, coinsurance, copays, etc., although
the deductibles, coinsurance, etc., related to the extended stay may not be
greater than the basic charges; or
(c) prohibit negotiation of provider charges.

Group health plans which provide medical, surgical and mental heaith benefits may
not impose an aggregate dollar lifetime limit on mental health benefits if it does not
impose such a limit on medical and surgical benefits. '
If there is an aggregate dollar lifetime limit on substantially all medical and surgical
benefits, the plan must either:

(a) apply one limit equally to all benefits; or

(b) use equal limits for medical-surgical/mental health benefits.
Group health plans which do not impose an annual dollar limit on medical and
surgical benefits may not impose an annual limit on mental heaith benefits.
Group health plans which do impose an annual doltar limit on substantially all
medical and surgical benefits must either:

(a) apply one limit equally to all benefits; or

(b) use equal limits for medical-surgical/mental health benefits.
If none of the above apply, the Secretary will establish rules for compliance.
The Act does not require that mental health benefits be provided.
The Act does not affect the terms and conditions (including cost sharing, limits on
numbers of visits or days of coverage and medical necessity) except as expressed
above regarding parity in aggregate/annual benefit limits.
The Act does not apply to small employers (2-50) and rules are provided for
computing employer status.
The Act does not apply to a group health plan if application would result in a cost
increase of at least 1% .
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MEMORANDUM
To: Members of the General Assembly
From: Ginny Wilson, Ph.D:
LRC Chief Economist
Subject: Health Insurance Data
.Date: August 12, 1997

The purpose of this memo is to present data that members of the General Assembly may find useful in
considering further changes to laws governing health insurance in the individual and small-group
markets. Data on three topics is presented. First is an estimate of the current insurance status of
Kentuckians, and how that might have changed in the last two years. Next is a summary of available
data on those who purchased insurance through the buy-in program, which predated implementation of
the provisions of HB 250. Last is a summary and analysis of data for state high-risk pools in operation
for at least three years. These topics were not chosen for any particular policy reason, but because they
represent areas where staff has obtained data not yet reviewed by most legislators. Data on other topics
will be presented, as it becomes available.

Current Insurance Status

The Legislative Research Commission, in conjunction with the Survey Research Center at the
University of Louisville, is now completing an enhanced replication of the Health Insurance Survey that
was first conducted in the summer of 1996.! Collection of data for the 1997 Health Insurance Survey
began in May, and is proceeding in two stages. In the first stage, data on health status, health insurance,
and demographics was obtained from a random telephone sample of approximately 1200 Kentucky
households. That stage of the data collection was just completed and is the data used to make the
preliminary estimates presented below.

! Legislative Research Commission, Number and Characteristics of the Individually Insured, Small-Group Insured, and
Uninsured in Kentucy, Research Memorandum No. 474, March 1997.




The individually insured, small-group insured, uninsured, and newly uninsured are groups about which
there is intense policy interest, yet they represent relatively small proportions of the total population.
This means that, unless it is extremely large, a random sample of the population will not yield enough
cases to allow reliable estimation of the characteristics of these groups. Therefore, the second stage of
the data collection is designed to obtain additional sample responses only from members of these
groups. The “oversampled” responses will not be used to make estimates of population proportions,
but only to describe group characteristics. That stage of the data collection is still in progress;
therefore, it should be understood that the estimates presented below are preliminary, subject to further
analysis of the final sample. A complete and formal report of the 1997 Health Insurance Survey will be
published as soon as possible after data collection and analysis is finished.

Table 1 presents the preliminary estimate of the insurance status of Kentuckians. Note that the estimate
of the percentage of uninsured is from the Census Bureau, rather than the 1997 Health Insurance
Survey. It has been shown that the characteristics of those without a telephone are, in many respects,
similar to those who do not have health insurance.? Thus, there was some concern that estimates from
the telephone survey would understate the number of uninsured in the total population. For this reason,
the estimate of the number of uninsured is taken from the 1996 Current Population Survey (CPS),
which was an in-person survey conducted by the Census Bureau.

Uninsured

Based on the CPS conducted in March of 1996, the Census Bureau estimated that 14.6% of .
Kentuckians were uninsured in 1995.>° When applied to the official 1996 estimate of the Kentucky
population, this represents about 570,000 individuals. This estimate is not significantly* different from
the estimate derived from the 1995 CPS. Note that the 1996 CPS collected data on insurance status in
1995, prior to enactment of HB 250. While telephone surveys may not accurately reflect the absolute
number of uninsured, the telephone bias may not be as serious a problem for estimating changes over
time. Estimates of the percentage of non-elderly Kentuckians, with telephones, who were uninsured
were taken from the 1994 - 1996 Health Polls conducted by the University of Kentucky Survey
Research Center, and from the 1997 Health Insurance Survey. All of these estimates ranged from 16%
to 17%, a variation not statistically significant. Thus, the available data does not show evidence of a
large change in the percentage of the non-elderly population without insurance. Results from a full
population sample would be expected to be different only if the uninsured who do not have telephones
act in a manner very different from the uninsured with telephones.

Table 2 shows the weighted average age and health status distributions of the uninsured found in the
annual 1991 — 1995 Health Polls, compared to the distributions found in the 1997 Health Insurance
Survey. There was not a significant difference in the age distribution of the uninsured between the two
time periods. However, those uninsured in 1997 were significantly more likely to report that their
health status was excellent, and less likely to report that it was fair, than in previous years. This is

? U.S. Bureau of the Census, Phoneless in America, July 1994 and Who Goes without Health Insurance?, September,
1996. ' -

*Estimates from the March 1997 CPS, with data for 1996 will be released this fall.

* Throughout this memo the term “significant” is reserved for those cases where a difference has been found to be
statistically significant at the 0.05 level.




consistent with the expectation that changes in health insurance laws may have made health insurance
less attractive for healthy individuals, and more attractive for those who consider their heaith only fair.

Privately Insured . : .
Data from the 1996 and 1997 Health Insurance Surveys indicate that the percentage of the population
with individual health insurance policies has declined from 5.5% to 4.3%. This decline is significant.

Conversely, the percentage with small-group insurance significantly increased, from approximately 9%
to 12%.°

One explanation for the decline in the percentage of individually insured might be the general disruption
in that market, and the withdrawal of all but two insurance carriers, Anthem and Kentucky Kare. An
explanation for the increase in the small-group percentage could be the relative stability of that market
and the possibility that the insurance reforms made insurance more affordable for those firms.

However, caution should be used in attempting to explain the changes only in terms of the insurance
legislation. Other factors, particularly the strong growth of the Kentucky economy, could account for
some of the change. For example, it is estimated that total state employment in Kentucky will be 4%
higher in 1997 than in 1995, a gain of about 66,000 employed persons.®

Approximately 46% of the state’s population is insured through employers with 50 or more employees,
based on the 1997 Health Insurance Survey results (this group was not surveyed in 1996.) Using the
assumption that most self-insured firms have 50 or more employees, it is estimated that nearly half of
the large-group insured, or a third of all privately insured, are covered under self-insured plans.

Buy-In Group

HB 250 established the “CommonHealth of Kentucky” program (more commonly known as the “buy-
in” program), which allowed any Kentucky resident to purchase health insurance as part of the state
employee group. Applications were to be accepted only between the time the law became effective in
July 1994, and the time that the Kentucky Health Purchasing Alliance was to become operational in July
1995. At that time, those in the buy-in group were to be transferred to the individual segment of the
Alliance group.

Applicants to the program could not be refused a policy, but those with medical conditions considered
high-risk were to be charged a premium not to exceed 200% of the premium charged for state
employees. It is staff’s understanding that members of the buy-in group who were classified as high-risk
were charged 150% of a state-employee premium until they were moved into the Alliance. At that time,
the excess premium was dropped in accordance with the requirement of HB 250 that health status not
be used to price health insurance. The buy-in group was never transferred to the individual segment of
the Alliance, and remains as part of the state group for insurance purposes.

According to data provided by both the Department of Personnel and the Alliance, just under 5,000
policies, covering about 6,400 individuals, were ever issued through the program. Slightly over 43% of
those policies were designated as high-risk.

5 SB 343 defined small employers as those with fewer than 50 employees.

*Manoj Shanker, Kentucky Economic Outlook, presented at a seminar held by the Office of Financial Management and
Economic Analysis, August 5, 1997.




As of March 1997, approximately 2,200 of the buy-in policies were still active. These policies provide
coverage for nearly 3,300 individuals. The policyholders, themselves, account for about two-thirds of
the covered individuals, while spouses and covered children make up about 14% and 17%, respectively.

If dependents of an original policyholder chose to stay in the program after the policyholder did not,
then the high-risk status of that contract was not noted in the data.” Just over two hundred contracts
fall into this category. For those contracts where the designation is known, 42% of the currently active
policies were originally classified as high-risk. Thus, it does not appear that policyholders classified as
high-risk were less likely to drop out of the program than those not so classified.

The average age of current buy-in policyholders is 55, compared to 45 for insured state employees; and
59% are female, compared to 49% of insured state employees. A comparison of the purchasing
behavior between those in the buy-in group who were classified as high-risk and those not so classified
indicates that the high-risk group was significantly more likely to purchase an enhanced plan, and
significantly less likely to purchase a standard, economy, or budget plan. The high-risk group was also
more likely to purchase an indemnity plan and less likely to purchase an HMO or PPO plan. Finally,
34% of the high-risk group chose a Kentucky Kare plan, compared to 22% of the non-high-risk group —
a significant difference and likely related to their preference for indemnity plans. The situation was
reversed for Alternative Health Delivery Systems, where the percentages were 3% and 8%, respectively.
No other carrier had a difference that was significant. For example, Anthem was chosen by 29% of the
high-risk group, and 32% of the non-high-risk group.

A final point to note about the Buy-in policyholders still included in the state employee group is that
they come under the same pure community rating system used for all state employees. The General
Assembly appropriates the same dollar amount for the health insurance purchases of all state employees,
without regard to the age, gender, or health status of particular individuals. The premiums for
dependent coverage are also set without regard to individual characteristics. Thus, the premiums
observed by those in the state group vary only by the richness of the plan, and the type of coverage
(such as single or family) that is chosen.

However, the premium paid to the insurance company by the Alliance for an individual employee is
adjusted for age and gender, as was allowed by SB 343. Because of the fact that the buy-in group was
maintained in the state employee group, the premiums paid by these policyholders were also not
adjusted for age and gender, as they would have been had they transferred to the individual segment of
the Alliance. Analysis of the data indicates that the state pays approximately $1.6 million per year more
Jor this group of policyholders than it receives from them in premiums. Note that this amount is solely
due to the fact that they are not rated for age and gender. In order to estimate the fill amount of their
cost to the state, it would be necessary to add to the $1.6 million any additional amount by which their
claims exceed their age-and-gender-adjusted premiums. This information would only be available from
insurance carriers. To the extent that total claims exceed total age-and-gender-adjusted premiums, then
the buy-in group increases the average premium charged for the community-rated state employee group.

’ Examples of when this situation could occur would be if the original policyholder became eligible for another form of
insurance, such as Medicare, or was no longer a member of the family, such as through divorce or death.




High-Risk Pools

Establishment of a state high-risk pool is an option mentioned frequently in the policy debate over
alternatives for changing the current insurance laws. Communicating for Agriculture publishes an
annual edition of Comprehensive Health Insurance for High-risk Individuals, which contains a wealth
of current and historical data on the operation of all state high-risk pools. The most recent edition
contains data for 1995 and previous years. A summary and analysis of this data was performed to
address questions legislators may have about how such pools are functioning in other states.

1995 Operations

Twenty-three state high-risk pools had sufficient data to be included in the analysis (Table 3). These
pools had 91,000 participants in 1995. Fifteen of the pools had maximum lifetime benefits of $500,000
or less, and only one had unlimited lifetime benefits. Twenty had waiting periods of six months or less,
and all but one had a condition exclusion period 6 months or less. About half set maximum premium
caps at 150% of the standard premium or below. Just over half devoted some state funds to the pool,
either through a direct appropriation or through a state tax credit against premium assessments.

For all of the pools, the per capita premium received was $2,458, which left a per capita deficit of
51,984 after payment of all claims and administration costs. On average, premiums equaled 55% of the
total costs of operation (Table 4). In every state, the number of pool participants was less than 1% of
the state population. This is not surprising since the text quotes the estimate that, nationally, only 1% of
the non-elderly population is uninsured and has a medical condition that makes them uninsurable in an
experience rated market. Given that estimate, pool participation equals about 8% of that group.

Premiums in high-risk pools are usually set at some percentage above the comparable “standard”
premium for a similar person without a high-risk condition. Table 6 summarizes the pricing factors used
by several pools. Examples of the actual premiums charged are shown in Table 7. For comparison
sake, only premiums for states offering plans with a $1,000 deductible are displayed. It is clear that the
vanation in high-risk premiums is a function of three primary factors -- variations in the level of the
“standard” premium, variations in the non-health factors of age and gender, and variations in the
additional percentage charged for the “high-risk” designation. The interaction of where these three
factors are set determines, in large measure, how many participants will join the pool, and how much of
their costs will have to be subsidized by non-premium receipts. The lower the high-risk premium, the
greater the number of individuals who will be able to join the pool, but also the more of their costs that
will have to be covered through some other means.

Changes in Operations

Historical data was analyzed to show changes in the operation of state high-risk pools between 1990
and 1995. In general, both the number of pools and the number of participants in those pools increased
between 1990 and 1993. Flonda, which closed its pool, Iowa, and North Dakota were the only states
to show consistent declines in the number of participants over most of the period. Conversely, about
two-thirds of the states experienced reductions in 1994 or 1995, or both (Table 8).

The national trend in increases in-per capita premiums was in the neighborhood of 10% per year
through 1994, when the rate fell back to 3% (Table 9). About half of the states had actual decreases in
per capita premiums in 1995. Premiums as a percent of total costs increased from 51% in 1990 to 60%




in 1993, then dropped to 55% in 1995 (Table 10). Per capita deficits moved in the opposite direction -
increasing in every year except 1993. Most of the decline in that year was from a 55% reduction in
claims paid by the closed Florida pool (Table 11). For those states which impose an assessment on
premiums to fund their deficits, there was no clear pattern of increases or decreases apparent in Table
[2. Collections in many states appeared to be erratic from one year to the next. Minnesota was the
only state that showed a consistent increase in assessments over the period.

[ hope you find this data useful as you continue your deliberations. Please let me know if you have
questions about the information presented here, or if there is other data you would like me to seek. As
additional data is acquired, it will be made available to you as soon as possible.




Table 1

Insurance Status of Kentuckians

Number Percent
Population: 7/1/96° 3,880,000 100.0%
' Less: Uninsured® 570,000 14.6%
Total Insured 3,310,000 85.3%
Less: Government Insured® 880,000 22.7%
Privately Insured ' 2,430,000 62.6%
Insurance Companies® -
Individually Insured 165,000 4.3%
Small-Group Insured 465,000 12.0%
Large-Group Insured 1,000,000 25.8%
Self-Insured® (assumed to be mostly large groups) 800,000 20.6%
Total Large-Group insured 1,800,000 46.4%
Source: LRC staff estimates based on notes below.
Notes:
a. U.S. Census Bureau.

b. Estimate from the 1996 Current Population Survey (CPS), published by the Census Bureau.

¢. Rounded estimates of Medicare, Medicaid net of Medicare, and other government coverage

(such as CHAMPUS & VA) net of all other coverage, from 1997 Heaith Insurance Survey.

d. Rounded estimates from the 1997 Healith Insurance Survey except for the estimate of associations

which was taken from the Department of Insurance, Market Report on Heafth Insurance .

e. Estimated by applying national percentages, published by the Bureau of Labor statistics,

to the distribution of KY firms by size, and updated from the 1993 base. |




Table 2

Age and Health Characteristics

of the Uninsured

!
T
!
f
|

l |
l |
! _ l Difference
Average ’ | Statistically
Age Category | 1991-1995 | 1997 | Significant
under 30 | 31.3%| 30.1%] No
30-39 | 25.5% 26.7%]| No
40-49 ! 19.4%] 23.3% No
50-59 | 16.2%] 15.3%] - No
60-64 | 7.7%)| 4.6% No
| 100.0%| 100.0%
Sample Size) !1 (326) '/ (327)
l |
Self-Reported Health Status |
Excellent ] 17.6%| 24.5% Yes
Very Good | 24.8%] 29.8% No
Good 1 27.6% 25.8% No
Fair | 20.0% 11.0% Yes
Poor | | 10.0% 8.9% No
, ~ | 100.0%| 100.0%
Sample Size) ’l

l

(290) | (327) ]i
i !
| |

Notes: f

1. The 1991 - 1995 data is from the annual heatth polls conducted by the

University of Kentucky Survey Research Center. ] f

2. The general heaith status Question was not asked on the 1994 Health Poll.

3. There were no significant differences between the data for any years of the

Health Poll, so using the average of all years to increase sampie size should

not give spurious resuts. | l |

4. The 1997 data is from the Health Insurance Survey conducted by the

University of Louisville Survey Research Center. ' f




EIVLIN]
QUON
auoN
SUoN
JUON
BUON
QUON
auoN
auoN
auoN
auoN
SUoN
QUON
BUON
QuUON
auoN
auoN
000G
paso})
SuoN
OUON
19bpng
3UON
deo
juawijosugy

ot 00C -SZt

GE §1802 Jo %09

sz oSl

buoN 0dt

VN 00¢ - 00C

oA SZl - 00}

sz Sel

3UON oSt

214 SeEl

001 002 - 0S1

3UON 00Z - 0G4

tou Gly o5t

0S szl

BUON 002 - 0G}

0s s

0 0s1

14 0si

0S SEl

0S 0S¢ - 002

08 bdLiszy

474 Gl - 061

0S szl

274 $ o0z

994 uaby  (piepueyg
jo%)

deo wniuasy

82 &w%&ﬁs y$u-yBii4 ge oocesms Saot &.R:ocoﬁsoo 82.:%9\ .& ac_umo_::_:&oo .ou.__ow

13s)j0 X} pajenpesd yim WG'Z¢ Jo Juswssasse wnwald xew
uonendoidde 123.1p & M Jnq )3SJ0 Xe) OU YiM JuBWISSasSe wnwiaid
1195J0 Xe} yyim Juawssasse wnjwaid

‘ " subjeyidoldde éjels

18516 X} Xew uojfiu 6§ Uum Justisssasse whjwaid

Juewssasse wnjuaid eaueinsuiel pue gouelnsu)

195})0 Xe} YuMm Juswissesse wnjweld

000'G.$ J3h0 sjuatuked Joj 135550 XB} %0F YIM Juwssasse wnwasd
19S1J0 X&) UM Jusissasse wnjwaid

13S1J0 Xe) UM Juatussasse whniwald

9% | Buipaaoxa jou yuswssasse wniwaid

(tI6) 64 J&d *dusé iad 14 ‘(puj) Uiuoil Jod Aoliod jed |§

sjuatiissesse wnpweld

kiobins epeding kep 1ad 1§ '09) jeydsoy Aep Jod z¢
195}10 XB) 9,08 Ym Sjuslwssasse wnjwaid

195}J0 Xe} %0Z Yim sjuawssasse wnjwaid

13S)J0 XB} YlIM SJuawissasse wnjwaid

uoljendosdde pund jersuss

sjuawssasse wnpuald

| sjubuissessE Winjuiosd

) >toaoa UO|B|00SSE SSBUISNG PaLUje|doun
Adi xmtsm 093eqo) pue ayaseBo sie)s tolf seak Jad uow oc
swnjwaid jejo) %, 0) uojodold Uy Juawssasse

naYy3q jo Bulpuny

661

sofsHaoeleyg jood %siy-ybiy aiers jo Arewwng

O‘DOOOOOOOG”@OSQQOOO@OQ‘D

(swuopw)
pouad
uopipuod  Buyem

ono¥loovonooaxNYNoovowooaw ol

(suyuow)
pousad

000'00€ 1661
000005 1861
000'00S 8061
000'05Z 0661

000000’ 066}
000'000'}  Z86l

000052 8961
000005 9861
000'052 1861
000'000't 2661
000'005'1 9,61
000008 664
000'005 €661
000'0S2 1861
o z661
000'00S 6961
000'00S €661
660'000°T T §L61 T
000'00% 1661 -
000008 . . - 1661

000'000'i § €661
spsuag
awnjaji] xew IEYY

vue —a
6.2
Zis's
<98

8101
wy'y
pee'l
858
99€'E
1ze
01'}
oLv'0e
s

4~ I
660t -
£ev'y
S08'y
689°'L
6ir'l
Zis'h
00Z'64
6L1

leuonesadp  sjuedidjeyg

$661

_th

BuuwioApa
UISUOISIAA
:o.mczma;
. Wen
BUHOIES LInOS
uoBalo
gjoyeq YuoN
02IXay M3N
eyseIqaN
BUBjUON
pnossiy
ddisérgein
eosauuiy
'UBSINOT
SesuR))
emo|
euejpy]
sjouni
eplior4
- H9goeudo)
opeojoD
e|uwojied
eysely

ae)s

€ 9lqe])




o4

%S5
%05
%8Y
hlz
%9
%EL
%65
%69
%29
%65
%68
%89
%52
%2ZS
%08
%E9
%58
%6v
%65
%8y
%G8
%66
%EQ
%ET
$180) _M«O.._.
% se E:_Eo..&

S gy e

¥86'L
r96'L
10.'C
8.6'2
Le'i
629'L
8/p'L
820't
Lea'z
rro'L
£6¢
£98't
£9/
209°t
yop'z
6v6
61.
009'c
99/'2
peey
bEeE -
866'L
gby'L
656'8
noyag

ejded sad epde) say uonensIuIWpy

$ 8sz
L2
V61
Z9e
85
208
F4:])
LS1L
9/¢
/81
0€2
861
24
Gle
vee
0ze
€€
9s€
9zs
8EE
96e
95p
622
$ 666
ujwpy

9661 'srenpinipul Ysi-yBiH 1o esuBinsuf Gyeer eAIsueyesdwior Biny

$ 60L'09¥'cz § pos')

0v'Le €45'¢c 000266 Lp8'e 9€9'120'L
S1.'/p8'L IVL'E 000'2£6'62 200'S 690'cZ9'LY
0L6'LLE gie'L 822'80€'9 04L'6 210'ZZYy'8
ZeL'iLe S T ghE'Y beg'zéh'e
819'9b5 £8¢'L 002'06v'L " 029's 0/8'850'9
82€'008 959'I 6680'€Ze'L SOb'E  .258'vS0'GL
608102 l£6 000'05Z'L vel'e voe'Lve'y
9£9'zZ¢ 66€'L 000'002't 9/v'9 88.'955'S
8¥6'429 9ep'e 000'002'8 128’ 6v9'L88'ZI
v96'cL 9.6' 6Yb'556
061L'612 oce't €8S'C/P'L 129's 8C5'622'9
ov8'002 B6L'L T TTRES 66 28T bee'ege'y
£12'c98'0 6461 000'000'ed soL'e 000'809'v6
LOB'EVY 6¥6'c ££2'004'2
002'60Z 82¢'2 9c9'c92'e
68b'95¢ ocL' 000'000'¢ ove'y 9zz'sze’'s
8/6'665'1 668'c 2ov'6Lv'LL 69/2'9 696'22€'0¢E
861'925'2 SvZ'9 v¥L'200'0E
§99'LLS v96'/ vZL'0Sv'eEL
Big'sos " T8)EE LEO'IBPT " s05'd 6bL'Bv9'0L "
EV'LLL 88c'y 08%'268'9
000'00¥'v - . 159t £Lp'Z60'0L
¢ 606'8.1 $ 0z6's $ S19'622'L § ce9'0Ls ib2'€06'L
mngU «cmEmmwnm< mhwaEvs_ 0} mE_m_O pled wE_m_U
S_Qmo ..w& m~c0-:mmvmm< E_Qmo
194
5661

slood siy-yBiH ajejs jo suonesad

$

$ £8L'L16'9€L $ GBIy ¢ 6EL'LEO'LBE $ BSY'Z

vs6°'L 50Z'SS
v6b'z 622'022'€Z
SSk'e €62'.68'L
86 T T Bod'cE'
86b'p Lse'6b8'y
60L'Z 129'92¢'s
108'T b29'220'E
LET'Y r1L9'0£9'e
0€'2 L19'926°2
v58'2 000'916
656'C 29€'Z8e’y
862'¢ T tee'Bis'l
gL' 000'266'2S
62€'C 604°'59Z'1
6v9°L 10t'698'1
662"y bvL'seL'y
zes'e 99€°28.'G1
500"y z89'zvz'el
800'y 805'69.'9

B3 Aiiont- T Ty
8T S IE6L'bbY
Zer'e . 6/8'l80'ch
9/9T § 100'6p ¢
mE:_Em._& vvuom__oo
ende) 1ad swnjwaig

$ 1p£'608'cZZ $ $50'I6

e

nouby 10) bugesjunuidiod wol} e1ep jo sisAleue Jjeis DY :aoInog

lejog

612 Bupwopn
215’6 UISUOISIA
298 uojbulysepn

. ST e
8.0'l edjoseg yynog
zer'y . . loBeip
vEE'L ejoleq yuoN
868 02IXo|N MaN
99¢'e exyseiqeN
leg &:m-cos_
011 1NossIN
ged . adRsissiy
0.v°0€ BJoSBUUIpY
zes eueisino’
256 sesueyy
660t emo|
esv'y - eueipu|
S08'y slouy)
689't ~  epuol
BLP'L T H3RssUUGY
zLs't 0peiojon
00Z'61 ejuiojes
6.1 e)sely
m«:ma_o_:&n_ ajejs

S661

_valqey




b

%Ll
%9'S
%L'81
%9’}
%8t
%6'C
%EvL
%222
%0'G
%0'1C
%9t
%l'C
%i'€
%299
%Z'1
%L'€
%6t
%L’
%l'v
%C’}
%e b
%}y
%19
%0'¢
s|qeinsuiuf
¥ painsujun
pajeunsy
% se
sjuedinped
[ood

nealng snsuad ‘SN ey) wolj st yojym ‘uoneindod ejejs G661 10a0X0 9664

%80°0 %S}
%S00 %0¢
%¢€C0 %8
%<0°0 %EL
- Q.. bo's LT
%€0°0 : _x,v—
%910 %el
%EL0 %Li
%900 %¥Z
%120 %El
%S00 %l
%€0°0 %1
Cdeb'e el
%180 %6
%100 %61
%G00 %21
%¥0°0 %L}
%600 %01
%S00 %L1
%100 %L1
%900 46
%¥0°0 %t}
%100 %12
%€0°0 %L1
uoneindoqd uoneindod
jo o, se jo
s)uedioipyed juanlad se
jood paimsuiun
Apap|auonN

000'008°Z) 6'LL1L

000’00+ S0
000'00v V'S
00000L  ¥'S
 booo B
000'00S L't
000‘00F 1€
000'00F 90
000’00y L'}
000002 9’}
00000 60
000'009 €S
bbo'ods  L¢
ooo'ooy 9V
000'008 €V
000'00€  9C
000'00€ 82
000'009 9§
000'00€'t 9’41
000'00¥'Z  T¥1 _
000’00t €t
000°'00S €€
000'009'9 9'}E
000'00+ 90
painsulun  (suollji)
AspjauonN uonendod
jo# 91815 6661
5661

$50°16
1661 6.2
1861 2166
8861 298
iesl T bg9”
0661 810'}
0661 2zh'y
2964 pee't
8861 868
9861 99¢'c
186} 12¢
2661 L0V'L
r/:1:] A -1 -
9.61 oLy '0¢
2661l rA%Y]
£661 256
861 660’}
2861 £e8y'y
6861 S08'y
€861 689'I
o6 BT
1661 LS’
1661 ooz'sl’
£661 6L} _
jeuonjesadg sjuedioiped
Jesp

5]00d YSIY-ybIH 93e)s Jo abesanon uonendod

‘senpiapuy 3sU-ybiH Joj eoueinsul yyesl eAlsusyaidiio? ‘einyinouby Joj Bupesunwwo) wol ejep ||y :92inog

jejol

BuILLOANA
UISUOISIAN
:Smc_;mm;

ac._o:wo yinog
. :omo_o
Sov_ao __toz
091X MaN
eyselqoN
euejuop
unossin|-
TddigsisiA
BjOSOUUIN
eueising]
sesue)f
emoj|
eue|puy
sioull]
epLoj4
S (i1 L =TT s I
opeiojod
. Bithoyen
_eysely
ajels

g a|qey




4!

SNNpe 7 Jo 1 yum oenuos Jo USIPIIYD § Jo winwirxew 10j a3reys Auo M 1ood 3su inq ‘aqidne orm se uIpNYs Auew se aansur Avw Anure,g
"sandde ayes o¢ 1apun apurey 10 afewr 2[3uls ‘parnsur s8 paianoo oq o) PIUD 3T “Nnp® [ 15w 1e ypim 10enu00 03 pappe uraq uasppyo J0j Mes ppYo 1”g (2

"asnods s,uossad painsur jo o8 pue uosiad painsui Jo aJe uo paseq asnods § uossad paansuy puw uossad painsul Joj paysiqmsa SWINTWAL] - 2)0SIUUIN

9661 “Sjompuaipuy ysu-ySiy 10f aouvansuy VAR aa1suaya1diioy

‘21minoudy 1oy Sunesmnuusey :22unog

- *PIIY2 194
._ovcoU mu_:vw N
98y QuoN 9[3uig +000C$/005$ ONINOAM
UIpIYo +7
uaIpjIyo 7
Japusp PIIYo | 000°L$ ‘000°S$ ‘000'T$
3y ouoN 9j3uig ‘00S°1$ ‘000°1$ ‘005$ VIWNOHV IO
a8y SN 9[3uig 000°1$ ‘'00S$ | VIOMVA HLUON
Japuar) ooo.nw
o8y auoN 9[3uig -000°'Z$ ‘000°1$ ‘00s$ OJIXTN MAN
ady [ - SUON 9j3uig 000°1$ VNVINOW
J9pusn
ody auoN aduig 00S‘1$ ‘00S$ IddISSISSIN
+2 ‘I - uaipiyo Juspuada(g
a8y JUON *2[3uig 000°Z$ ‘000°1¢ VLOSANNIN
JojowsuoN ‘rajourg
J9pusn (s
98y | joisor snid wequn 7 9duig 000°Z$ ‘000'1$ VYNVISINO1
13puag 31 313uls jo % 06 =y AJTUIE,| .
a8y b a|3urg 00S°Z$ 000°1$ ‘005§ SIONI'TTH
1jowrsuoN ‘raxowg
.-o—uEQO
98y auoN 9[3uig 000°C$ ‘0sL$ ‘00€$ - 0avio10d
sjuspuadop 7 % Jaquosqng wniurad Ul paIn3ij JoN
1uspuadap | % Jaquosqng (uondo OWH 40} ()
9y 9 1equasqng | (uondo Odd sq 107 0os) VINYOAI'TY)D
Ajrureyg
o8y auoN 213uis | 000°01¢ ‘000°S$ ‘000°1$ SYSNYIYV
Pamojly sonsuiaeIey) ) | paurp( suoiday NG ey Apwey PO SdquNpaq aNwIg

S661

stopeq 3unLg joog ssty-ySiyg CHA TN

,991qe,




Table 7

- Standard and High-Risk Monthly Premiums
“ - State High-Risk Pools:

1995
Males
$1,000 Deductible Policy
Under Age 30 Age 60 - 64 High Risk Premium
State Standard High-Risk Standard High-Risk as % of Standard
Minnesota* $ 54 §- 67 $ 151 $ 189 125
Oklahoma- 76 96 344 430+ 125.
lllinois - 150° 203 608 821 135
North Dakota™ 80 108 249 3367 135"
Montana* 110 165 348 - 522 150
New Mexico* 89 133 381 571 150
Louisiana** 78 156 . 303 . 605 . . 200
Females
$1,000 Deductible Policy
Under Age 30 Age 60 - 64 High Risk Premium
State Standard High-Risk  Standard High Risk as % of Standard

Minnesota® $ 54.$ 67 $ 151 § 189~ 125 N
Oklahoma- 115 - 143 315 394- 128
Ilinois ‘ 1887 254 496 670 135
North Dakota® 80 108 249 336=. . 135
Montana* 110° 165: 348 522 150.. -
New Mexico* 114 171 323 484. - 150
Louisiana™ 1080 216. 268: 536 200

Source: LRC staff analysis of data in Communicating for Agriculture,
Comprehensive Health Insurance for High-risk Individuals, 1996.

Notes:-

1. LA, MN, MT, NM, ND& OK - All age categories under 30 averaged to obtain the under 30 premium.
2. Smoker premium rates used for LA--.

3. Premiums by region: L. - rates for Chicago used; LA - rates for New Odeans used

4. New Mexico - ratesw:ﬂxopbonalmatemtty benefits used..

S. North Dakota - rates without opbonal chiropractic benefits used. -

13
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Table 10

State
Alaska
Califomnia
Colorado
Connecticut
Florida
lllinois
Indiana
lowa
Kansas. .
Louisiana:
Minnesota-
Mississippi:
Missouri
Montana
Nebraska
New Mexico

Oregon-

Utah
Washington
Wisconsin
Wyoming

North Dakota -

South Carolina-

Total

1990

46%
41%
46%
47%
84%

49%

101%
63%
65%

57% . .
88%-
7%

61%
62%

51%

Premiums as a Percent of Total Costs
State High-Risk Pools

Premiums as a Percent of Total Costs

1990 - 1995
1991 1992
44% 56%
257% 123%"
45%. 49%. -
. 43% 36%
50% 56%
50% 40%
74% 76%
- 2%‘.<
55% 53%.
70%
108%
'88% 81%
64% 80%
63% 85%
52% . = 66%.
© T2% 73%--
61%: . 73%
81%..
69% 54%
54% 50%
132% 127%
52% 54%

1993

38%
56%...
98% .

51%
85%
64%
51%
71%

72%
44%
- 56%: ..
. 167%. .~

81%
92%
62%
61%

70%- .

60% -

84%...
1%

57%
64%
73%
60%

1994
59%"

67% .

82%
47%
50%
64%
63%
80%
63%
44%
55%:
85%.
68%
111%
61%
57%

67%

63%
71%
61% .
33%
56%
66%
59%

Source:. LRC staff analysis of data from Communicating for Agricuiture,
Comprehensive Heatth insurance for High-risk Individuals, 1996:."

1995
23%
63%
59%
55%
48%
59%
49%
85%
64%
50%
52%
75%
68%
89%
58%
62%
47%
59%
73%
64%
21%
48%
50%
55%

16
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EXECUTIVE SUMMARY

Recent policy debates on health insurance reform were hampered by the fact that little reliable
information was available on the numbers and characteristics of Kentuckians in the affected
segments of the insurance market. The 1996 debate on revisions to reforms initially adopted in
1994 was also hampered by the fact that little reliable data existed on the characteristics of the
individual and small-group health insurance markets before any reforms were adopted, and how
those markets were changed when initial reform provisions were implemented.

Since it is likely that the policy debate on health insurance reform will continue in future General
Assemblies, the Legislative Research Commission sponsored a telephone survey of Kentucky
households to gather data on the three segments of the insurance market most affected by changes

in insurance laws, along with an additional group in which there is particularly policy interest.
These are:

e Adults covered under health insurance policies purchased directly from
insurance companies;

e Adults covered under health insurance policies provided through employers
with fewer than 50 employees;
The uninsured, particularly those newly uninsured within the past 12 months;

e Households with uninsured children.

Responses to the Health Insurance Survey, and other available surveys, were used to estimate
characteristics of Kentuckians in the four groups of interest at the particular time data was
collected. Significant changes have occurred since the data was collected, particularly in the
individual insurance market, as insurers withdrew from Kentucky and as it was determined that
chambers of commerce and the Farm Bureau could take into account health status in setting the
premium for an individual policy. The only reliable way to assess the on-going changes in these
market segments is to repeat the data collection at some reasonable interval. Thus, survey results
presented in this memo represent a baseline snapshot of the individual and small-group markets
after implementation of most of the provisions of HB 250 and before implementation of most of
the provisions of SB 343. Unfortunately, there is no baseline of pre-HB 250 data for
comparison. In order to determine how provisions of SB 343 are affecting these markets it
would be necessary to repeat the survey, and see how characteristics of policies and covered
adults had changed from the baseline snapshot presented here.




INDIVIDUALLY INSURED

1. Number

It 1s estimated that 5.5% of the Kentucky population (or 6.3% of the population under 65) are
covered under health insurance policies purchased directly from insurance companies. Based
on the 1995 Kentucky population, this is about 210,000 individuals.

2. Characteristics of Adults

* 47% were female, and 53% were male

» Average age was 43

» Median household income was between $25,000 and $35,000

» 55% worked outside the home

» 85% scored in the best two out of the four categories of a standard health status index

* 5% scored in the worst category of a standard health status index

» 27% smoked regularly in the past two years

 60% reported 2 or fewer doctor visits in the previous year, while 12% reported 7 or more
e Nearly 30% were under age 40 and scored in the best category of the health status index.

3. Characteristics of Policies

Percent of
Characteristic Individual Policies
Issuing Company -

L Blue Cross/Blue Shield - 48
Humana 5
American Medical Security 3
Golden Rule 3
Kentucky Kare 3

Other 33
Unknown 6

Total 100

Purchased through KY Health Purchasing Alliance 20
Identified as a standard plan ‘ 25
Had managed care features 46
Had deductible greater than $1,000 25

- Knowledge of Changes in the Law

 67% had heard of changes in the law

*  37% thought the changes would directly affect them

»  28% said they were familiar with standard plans

» Slightly less than 20% correctly knew that, under standard plans, anyone could buy a
policy no matter how sick, and that individuals with similar characteristics would pay the
same no matter whether they were healthy or sick

i




SMALL-GROUP INSURED

1. Number

It is estimated that 9.3% of the Kentucky population (or 10.7% of the population under 65)
are covered under health insurance policies purchased through an employer with fewer than
50 employees. Based on the 1995 Kentucky population, this is about 360,000 individuals.

2. Characteristics of Adults

o Females and males each accounted for about half these respondents

o Average age was 39

o Median household income was between $25 000 and $35,000

e 62% worked outside the home

e 90% scored in the best two out of the four categories of a standard health status index

e 2% scored in the worst category of a standard health status index

e 29% smoked regularly in the past two years

e 67% reported 2 or fewer doctor visits in the previous year, while 9% reported 7 or more
e Nearly 40% were under 40 and scored in the best category of the health status index.

3. Characteristics of Policies

Percent of
Characteristic Small-Group Policies
Issuing Company
Blue Cross/Blue Shield 49
Alternative Health Delivery Systems 4
Humana 8
Aetna 2
HealthWise 2
Other 28
Unknown 7
Total 100
Purchased through KY Health Purchasing Alliance 17
Identified as a standard plan o - - 18
Had managed care features 38
Had deductible greater than $1,000 R S99

. Knowledge of Changes in the Law

e 65% had heard of changes in the law . .
e 24% thought the changes would dxrectly affect them
o 21% said they were familiar with standard plans
e Approximately 13% correctly knew that, under standard plans, anyone could buy a policy
no matter how sick, and that individuals with similar characteristics would pay the same
no matter whether they were healthy or sick




UNINSURED
1. Number

* There has recently been some confusion about various estimates of the number of
uninsured in Kentucky and whether different estimates can be used to gauge changes in
the number of uninsured since new laws governing health insurance were enacted.
Generally, differences in the estimates offer no reliable measure of changes in the number
of uninsured in the state.

e The most recent point estimates of the percentage of uninsured in Kentucky by the Bureau
of the Census from the CPS were 15.2% in 1994 and 14.6% in 1995. This gives a 1995
point estimate of about 560,000 uninsured in Kentucky.

 The standard error on either of the estimates is +/- 1.3 percent. Therefore, the Bureau did
not find a statistically significant change in the state’s percentage of uninsured from 1994
to 1995.

 This does not mean that it is safe to conclude that there was not a change in the number of
uninsured in the state. It means that, if changes occurred, they were not large enough to be
identifiable using the Bureau of the Census’ current methodology for estimating the
number of uninsured by state. ‘ :

2. Characteristics

e Uninsured adults-were significantly more likely to be younger, have less family income
(median was $10,000 - $15,000), and not be currently employed than the privately
insured. ' ' '

 Uninsured adults were significantly more likely to have worse scores than insured adults
on two items of a standard health index..’

» 68% said they did not have health insurance because they could not afford it; 5% said a
medical condition prevented them from getting coverage.

* 40% had been uninsured for a year or less, while 42% had been uninsured for 5 years or
more. It is likely that effective policy proposals for the temporarily uninsured would be
different than those for the chronically uninsured. : R

¢ Ofthose previously insured, 74% said coverage ended with a change in either employment
or family status (such as divorce or reaching adulthood). ' o

 18% of the previously insured said they dropped coverage because the premium became
too expensive. ’ ' ' ‘ s

3. Newly Uninsured within the Past 12 Months

e Average age was 37. e e el

» Median household income was $15,000 - $25,000.

 69% said previous coverage was through an employer; 24% had held an individual policy.

» 58% of the previous policies covered 1-2 adults, and no children. = SR

» 66% said they dropped coverage because of a change in employment or family status. ~

» 18% of these households said they dropped coverage because they could no longer afford
it. This response was given by 50% of those who had previously held an individual policy.

* 29% had heard of changes in the law but only 3% were familiar with standard plans.

v




UNINSURED CHILDREN

13% of Kentucky’s children, or 125,000, are uninsured, based on an average of the.estimates
by the Census Bureau for 1991 - 1995.

43% of uninsured children live in families with incomes below 100% of the federal poverty
level.

86% of uninsured children live in families with incomes below 250% of the federal poverty
level.

25% of uninsured children are under 5, and 31% are between 13 and 17.

20% of uninsured children live with an adult who has insurance, usually through an employer.
82% of uninsured children live with 2 or more adults. )

The median amount adults in families with uninsured children said they would be willing to
pay for one basic child’s policy was $30.

There are approximately 600,000 children in Kentucky covered by private insurance.

Although “only” 18% of privately insured children live in families with incomes below the
federal poverty level, compared to 62% of uninsured children, there are approximately
108,000 insured children in this income class, compared to about 77,000 uninsured children.
The cost of subsidizing insurance for currently uninsured children is likely to be significantly
underestimated unless the estimate incorporates the large number of insured children in the
income classes deemed eligible for a subsidy. Many families with currently insured children
who meet income criteria would be expected to drop current coverage to avail themselves of
an income-based subsidy.







INTRODUCTION

HB 250, enacted by the 1994 General Assembly, mandated that health insurance policies sold by
insurers directly to individual policyholders (meaning they were not purchased through
membership in any group), and group policies sold to employers with fewer than 100 employees
be priced according to a modified community rating system." The modified community rating
structure enacted in HB 250 no longer allowed health status or gender to be considered in setting
the price charged for health insurance policies sold in these segments of the market. The price
considerations for age were limited by a provision that the oldest policy holder could be charged
no more than 3 times the premium charged the youngest adult. The only other factors which
could -be considered were geographic location and, for small employers, type of industry.
However, the effect of these last two factors on prermums was limited to 15% when comparing
the highest to the lowest.

The 1996 General Assembly enacted SB 343, which made significant modifications to the
insurance provisions of HB 250. First, policies sold to employers with 50 to 99 employees were
no longer subject to the rating restrictions. Second, the bands allowed on premium rates were
widened so that females of a specific age could be charged a premium 1.5 times as much as males
of the same age, and the oldest policyholders could be charged a premium greater than that of the
youngest adults, but the highest premium for a particular policy could be no more than 5 times the
lowest premium, considering- all demographic factors. Finally, insurance plans sold by
associations of small employers and individuals were exempt from the restrictions set in the
modified community ratmg structure. :

The policy debate,on both of these bills was hampered by the fact that little reliable information
was available on the numbers and characteristics of Kentuckians in the affected segments of the
insurance market. The debate on SB 343 was also hampered by the fact that little reliable data
existed on the characteristics of the individual and small-group health insurance markets before
the passage of HB 250, and how those markets were changed when its prowsmns were
implemented. »

Since it is likely that the policy debate on health insurance reform will continue in future General
Assemblies, the Legislative Research Commission sponsored a telephone survey of Kentucky
households to gather data on the three segments of the insurance market most affected by the
changes-in the insurance laws - policyholders in the individual market, policyholders in the small-
group market; and the uninsured. Because legislators had expressed particular interest in the’
charactenstlcs of umnsured chlldren, mformatlon on thlS group was sought as well

Responses to survey questlons are used to estimate the charactenstlcs of Kentuckians in the four
groups of interest at the particular time the data was collected. Significant changes have occurred-
since the data was collected, particularly in the individual insurance market, as insurers withdrew
from Kentucky, and as it was determined that chambers of commerce and the Farm Bureau could

! Provisions ‘of the 1994  and 1996 legislation discussed here also applied to policies sold to various public
employee groups. However, because relatively more data either was available at the time, or could be obtained in a
fairly direct manner likely to be more reliable than these surveys, public employees are not discussed in this memo.-




take into account health status in setting the premium for an individual policy. The only reliable
way to assess on-going changes in these market segments is to repeat data collection at some
reasonable interval. Thus, the survey results presented in this memo represeni a baseline
snapshot of the individual and small-group markets after implementation of most of the
provisions of HB 250 and before implementation of most of the provisions of SB 343.
Unfortunately, there is no baseline of pre-HB 250 data for comparison. In order to determine
how provisions of SB 343 are affecting these markets it would be necessary to repeat the survey,
and see how characteristics of policies and covered adults had changed from the baseline
snapshot presented here. :

The memo is organized in the following manner. First is a description of each of the surveys from
which the data is drawn. Then analysis results are presented for policyholdérs in the individual
market, policy holders in the small-group market and, finally, for the uninsured.

DATA SOURCES

Data on insurance status and demographic characteristics was collected in three separate random
surveys of Kentucky households. These surveys were conducted at different times, asked
different questions and have different strengths and limitations for the analysis. Therefore, the
decision was made to draw on each data source as it was judged to provide a more reliable
estimate of the characteristics of the population of interest. Results from the three sources are not
always strictly comparable, and may even provide substantially different estimates because of their
differences in timing, methodology, and content. The three surveys are denoted as

1. 1996 Health Insurance Survey,
2. Spring 1996 Kentucky Survey,
3. Current Population Survey for various years (CPS).

1996 HEALTH INSURANCE SURVEY

The 1996 Health Insurance Survey was targeted to Kentucky households with members who
obtained health insurance in the individual market, or in the small-group market, or who became
uninsured within the past 12 months, or who were uninsured children. The survey was conducted
by the University of Kentucky Survey Research Center. Dr. Glenn Blomquist, Professor.of
Economics and Public Policy at the University of Kentucky, supervised the.- design and
implementation of the survey. Between June 20, 1996 and August 22, 1996, the Survey Research
Center (SRC) made 13,354 calls to Kentucky telephone numbers generated from a random digit
dialing routine. Of these calls, 8,173 households were determined to be ineligible to participate in
the survey because they had no members who fell into one of the groups of interest, or for other
reasons, such as language problems or that no one was available who could answer questions
about household insurance policies. Another 3,543 respondents refused to participate in the
survey. Completed interviews were obtained from 1,638 respondents, for a response rate of
31.6%. .The overall margin of error on the estimates from this survey is plus or minus 2.5%.




Content

The survey questions addressed to each respondent depended on whether members of that
household fell into one or more of the targeted groups. Those who reported having uninsured
children were asked questions about the number and ages of those children, and the amount the
respondent might be willing to pay to purchase a basic health insurance policy for each child.

Uninsured adults were asked whether they had been covered within the past 12 months and, if
they had, the characteristics of that coverage and why it had lapsed.

Respondents with household members insured under a policy obtained directly from an insurer or
through an employer with fewer than 50 employees were asked a more detailed set of questions.
First, respondents were questioned about the characteristics of each individually purchased or
small-group health insurance policy held by merfbers of the household. Information requested
included the name of the insurer, the benefits covered by the policy, the cost-sharing provisions of
the policy, and the amount of the premium paid for the policy. Those holding small-group
policies were asked the amount, if any, the employer contributed to the premium. Respondents
were also asked whether the policy was one of the standard plans mandated under the insurance
reforms and whether the policy was obtained through the Kentucky Health Purchasing Alliance.

Next, respondents were questioned about characteristics of each adult in the household covered
under each policy. The characteristics of interest were age, gender, occupation, number of
physician visits in the last 12 months, and measures of health status. The respondent was also
asked whether any individual (adult or child) covered under the policy had been previously
refused health insurance, suffered from one of a list of serious medical conditions generally
considered uninsurable (such as heart disease, diabetes, and cancer), or had been newly insured in
the past 12 months. :

Finally, respondents were questioned about their knowledge of the enacted changes in health
insurance laws and how they thought their families would be affected by those changes.
Informatlon about total household income was a.lso requested.

Limitations

In any research on the characteristics of a particular subset ‘of the population, it is preferable to
have information about how that subset compares to the larger group. In this instance it would
have been preferable to collect comparable survey data on individuals insured through large
employers, who comprise thé majority of insureds. “However, because the primary policy focus
was on the individual and small-group segments of the market, and because these segments
represent such a small percentage of the insured market, the decision was made to expend all
available resources on increasing the sample size of the target groups rather than collecting data
on other insured. Generally, the number of respondents insured by large employers is sufficient in
other surveys, such as those discussed below, to allow adequate estimation of the characteristics

~of that group. -~ L




Just as resource limitations force priority-setting for sample selection, time constraints force
restrictions on content. Survey participation was entirely voluntary on the part of respondents.
To hold down the number of respondents who might refuse to participate, or who might drop out
before the interview was completed, the time questions took to complete was restricted to about
20 minutes. Because the pricing of insurance policies is usually based on the characteristics of
adults, but only on the presence and number of children (unless they have a high risk condition,
which was captured in the survey), information about the characteristics of children insured in the
individual and small-group markets was not sought in the survey.

In this survey, the RAND 5-Item Health Index was used as a measure of the health status of
adults insured in the individual and small-group markets. The total score on the index was
determined by asking respondents if they agree or disagree with several questions about their
health, such as, “I seem to get sick a little easier than other people.” Answers for each question
were ranked from healthy to unhealthy and then all responses were summed to get the final index
score.” Respondents with low scores had relatively good health, while those with high scores had
relatively poor health. This is 2 widely used and well-validated index of self-reported health status
that has been shown to be highly correlated with actual utilization of health services and with
independent assessments of health status by health care professionals.” The American Academy
of Actuaries has even suggested the index as a possible method for calculating nisk-adjustment

factors for insurance carriers.

However, it should be understood that, in this survey, the respondent who answered the survey
questions was asked to answer the RAND Index questions not only about themselves, but also
about any other.adults in the house who were covered under the target policies. The
methodology of having one respondent answer health status questions about other members of the
household was used by the federal Agency for Health Care Policy Research in the National
Medical Expenditure Panel Survey, and by the Bureau of the Census in the supplement to the
March 1995 CPS.’ The health index scores based on reports by the respondent for other
members of the household are thought to be generally reliable, as it is expected that respondents
would be fairly well-informed about the health characteristics of other household members. The
fact that the distribution of responses on the health status questions using the respondents’
assessment of other household members does not differ significantly from the distribution that
other recent SRC polls have obtained using only self-reported responses is an indication that the
use of this approach is not a serious source of error.

Finally, due to an error in the structure of the data collection program, the total number of people
in the household was not obtained for those with individual or small-group policies, and total
household income was not obtained for those with uninsured children. Because federal poverty

2 Aday, Lu Ann, Designing and Conducting Health Surveys, Second Edition. San Francisco: Jossey-Bass
Publishers, 1996. ' ' T .

3 Hormbrook, M.C., and Goodman, M.J. Assessing Relative Health Plan Risk with the RAND-36 Health Survey.
Inquiry 32:56-74, Spring, 1995." ' :

* American Academy of Actuaries, Health Risk Assessment and Health Risk Adjustment: Crucial Elements in
Health Care Reform. Monograph Number One, May 1993.

5 Medical Expenditure Panel Survey, Family Medical Expenditure Survey, Programming Specifications, Rounds
1-3 Consolidated Instrument, Round 1 Main Study, Agency for Health Care Policy Research, March 22, 1996,




levels are determined by both household income and household size, it was not possible to use this
data to determine the poverty characteristics of these groups. However, as noted below, data
from other sources were used to make these estimates.

SPRING 1996 KENTUCKY SURVEY

The Survey Research Center at the University of Kentucky conducted a random telephone survey
of Kentucky households from May 21 to June 11, 1996. Of the 1278 eligible respondents, 658
(52%) completed interviews. The margin of error on the survey results is +/- 4 percentage points.
The number of respondents in this sample who fell into a target group of interest is generally
small, which increases the error of the estimates regarding the characteristics of these population
segments. Therefore, estimates from this data are used only if comparable data were not available
in the 1996 Health Insurance Survey. This data is primarily used to develop comparisons of the
target groups with other groups of Kentuckians, and to address limitations noted in that survey.

MARCH SUPPLEMENT TO THE CURRENT POPULATION SURVEY

In March of every year, the Census Bureau supplements the monthly current population survey
(CPS) with an extensive set of questions regarding household income and benefits for the prior
year. In some years, the Census will add or modify certain questions to better collect information
on a particular policy issue of interest. The March 1995 Supplement to the CPS included
questions designed to obtain more complete information on the source of health insurance
coverage.

The March 1995 CPS sample was about 57,000 households nationwide. Since information was
collected for each member of the household, the sample includes over 150,000 individuals. The
sample was designed to be nationally representative of the civilian noninstitutional population of
the United States. The March 1995 CPS sample includes 632 Kentucky households with 1,650
individuals. Results from other years of CPS data are reported as noted.

There are two reasons selected results from CPS data are reported here. First, the U.S.
Governmental Accounting Office used this data source in a recently published report on those
insured in the individual health insurance market. Since that is one of the targeted groups, the
decision was made to address the results of that report. Second, where possible, data ﬁ'om thls
source was used to address a hrmtatlon of the 1996 Hea.lth Insurance Survey. -~~~ - s

It was not possible to use the CPS data to descnbe the charactenstlcs of those insured in the
small-group market. -The CPS categories for employer size include only one category for
employers with 25 - 99 employees. Since SB 343 redefined the affected small employers as those
with fewer than 50 employees, it was determined that the CPS data could not be used for
estimating the characteristics of that group.




DESCRIPTION OF INSURANCE MARKET SEGMENTS

The market for health insurance in Kentucky can be separated into several distinct segments for
the purposes of analysis. The first segment is comprised of those who obtain coverage for
medical services through a government program, such as Medicare or Medicaid. Because that
group was not affected by changes in the Kentucky law, it is not considered here. Also, since
there is nearly universal coverage of those 65 and older under Medicare, estimates for relevant
categories of the privately insured and uninsured are presented both as a percent of the total
population and as a percent of the non-elderly population.

The individua] segment of the market is composed of policyholders who do not obtain health
insurance as a member of an employee group, but who purchase it directly from an insurance
carrier. Information on that market segment is presented in the memo. Next is the segment of the
market comprised of those who obtain health insurance as part of an employee group. In this
segment of the market, the employer negotiates with an insurer for plans to offer eligible
employees. Employers may or may not contribute to the employees’ premiums, but the pricing of
the policy is such that the premiums for the policies usually reflect the average health
characteristics of the group, rather than the individual. SB 343 restricted the limits on the factors
which can be used to price health insurance policies to employers with fewer than 50 employees,
so only the small-employer segment of the market is discussed in this report. The final segment is
the uninsured, also discussed here.

INDIVIDUAL MARKET

The individual health insurance market is comprised of those who purchase health insurance
directly from an insurer, rather than purchasing it as a member of an insured group.

Number Covered Under Individual Policies

It is estimated that, in the summer of 1996, approximately 6.3% of the Kentucky non-elderly
population (or 5.5% of the total population) was insured under a policy purchased directly from
an insurer.® The standard error on the estimate is +/- 0.4%, so there is a 95% probability that the
actual percentage is between 5.9% and 6.7%. When these percentages are applied to the Bureau
of the Census estimate of the 1995 non-elderly population for Kentucky, the estimate of the
number of individuals is between 200,000 and 225,000, with the point estimate at 210,000.
Estimates from the Spring 1996 Kentucky Survey were not significantly different from this.

Inits reportﬂon ﬁlose who puréhase individual poli&ies, the GAO estimated that, in 1994, 2.3% of
the non-elderly population of Kentucky was exclusively covered under such policies during the
year.7 This means that the policyholders only held an individually-purchased health insurance

policy during 1994. However, the report also noted that the individual market is fluid. Individual

® The U.S. GAO reports the number of individually insured as a percent of the non-clderly population to control for
the effects of the provision of Medicare .to most individuals 65 and older. This convention is followed in the
discussion of the individually and small-group insured in this report as well.

"U.S. General Accounting Office, Private Health Insurance, Washington, D.C., November, 1996.




coverage is often purchased for temporary periods when policyholders lose employment-based
policies through layoffs or job changes. Early retirees may purchase policies until they are eligible
for Medicare, while young adults may purchase individual policies as they exceed the age at which
they can be covered under a parent’s policy but have not obtained their own coverage. Also,
insurance policies are not always sold on a calendar-year basis. A policyholder may have had an
individually-purchased policy for the 12 months from August of 1993 to August of 1994, then
switched to some other source of coverage (or dropped coverage) for the remainder of 1994.
The CPS estimate would not have counted such a policyholder as being “exclusively” covered
under such policies for the year. Thus, during any calendar year, many more individuals may be
covered under an individual health insurance policy than are covered exclusively during the year.
The 2.3% estimate by GAO reflects only those who reported having been covered exclusively by
an individual policy during 1994. -

Additional analysis of the March 1995 CPS data yields the estimate that approximately 7.2% of
the 1994 non-elderly populatlon was covered under an individual health insurance policy at some
point during the year This 7.2% figure is comparable to the 6.3% estimate derived from the
Health Insurance Survey. Because the difference between the 1996 estimates and the 1994
estimate is within the margin of error for the CPS estimates, it is not possible to determine
whether there was any change in the percentage of the non-elderly population covered by
individually purchased policies from 1994 to 1996. It is believed that either the estimate of 6.3%
from the targeted sample, or the estimate of 7.2% from the CPS is more relevant. to state policy
makers than GAO’s published estimate of 2.3%, because the larger figures give a more complete
estimate of the number of people who might be affected during any year by changes in the laws
governing the individual health insurance market.

In a November, 1996 report, The Employee Benefit Research Institute, using the March 1996
CPS, estimated that roughly 200,000 individuals in Kentuckgl or 5.9% of the non-elderly
population, were covered under individual policies during 1995.” After adjusting for differences
in degree of rounding, these estimates were very similar to those obtained from the Health
Insurance Survey. L

® In its analysis of the CPS data, LRC staff obtained the result that 2.8% of the Kentucky sample was covered
exclusively by an individual policy during 1994. In consultation with John Dicken of the GAO, LRC staff
determined that the analysis procedure was similar to that used by GAO to generate its estimate. - Mr. Dicken
believes that the small difference in the estimates is due to the fact that GAO used a preliminary version of the
data, while LRC analyzed the final dataset that was made available to the public. The 7.2% figure is the sum of
the LRC result that 2.8% of the non-elderly Kentucky sample in the Supplement to the March 1995 CPS
exclusively had individual policies in 1994, and the finding that 4.4% had individual policies along with some
other form of coverage during the year. Because of the small sample size for the Kentucky estimates, the
difference between the LRC and GAO estimates is well within the fairly large margin of error for the GAO
estimate.
’ Employee Benefit Research Institute, Sources of Health Insurance and Characterzstzcs of the Unmsured EBRI
Issue Brief Number 179, November 1996. . -




Characterz’.s_’tics of Adults Covered Under Individual Policies

The GAO report also included a description of the characteristics of those who were covered
under individual insurance policies. GAO reported that, nationally:

Most adults who purchase individual Insurance are employed and often work in
particular industries. For example, about 17 percent of farm workers and 7
percent of construction workers rely on this market for coverage. In contrast, less
than 2 percent of workers in the durable goods manufacturing and public
administration sectors purchase individual Plans...Those with individual health
insurance tend to be older than those with employment-based coverage but are
similar in their self-reported health status. People between 60 and 64 years of age
are nearly three times as likely to have individual insurance as those 20 to 29 years
old. Also, a disproportionate share of early retirees and people who have been
widowed participate in the individual market...Because of the often transient
nature of this market, some of these people may have held individual insurance
tempolrg.rily and then had another source of coverage during the remainder of the
year...

Characteristics of adults covered under individual health insurance policies in Kentucky are shown
in Table 1. Approximately 47% of this group was female, Respondents were fairly evenly
distributed among the relevant age categories. The average age of individually insured adults was
43. The median household income category for the group is $25,000 - $35,000 per year.
Approximately two thirds of the CPS sample had family incomes less than 250% of the federal
poverty level. In the Spring 1996 Kentucky Survey, just over half reported working outside the
home and, of those, about a fourth worked part-time.

Scores on the 5 items of the RAND Health Index were summed, then the total scores were
divided into four categories, with category I indicating the best overall health score and category
1V indicating the worst overall health score (Table 2). Approximately 5% of the individually
insured adults in this sample had overall health scores. in the worst category, while 85% had
scores in the two best categories. Twenty-seven percent of the sample smoked regularly in the
last 2 years. Sixty percent of the adults in the sample went to the doctor no more than twice in
the last year, while 12% went 7 or more times.

One of the major unanswered questions during the policy debate on SB 343 was the distribution
of individual policyholders by age, gender, and health status. While there was data on the age and
gender distribution of the Kentucky population, there was no data which coupled age and gender
information with that on source of insurance and a measure of health status. One of the major
goals of the Health Insurance Survey was to capture such data. Table 3 shows the percentage of
the total sample of individually insured adults which fell into the various age, gender and health
status categories. While the percentage for any particular cell may have substantial error, the

1%.s. General Accounting Office, Private Health Insurance, Page 3.




Table 1

Demographic Characteristics of Individually Insured Adults

Characteristic Percent Characteristic Percent
1. Gender 6. Occupation

Female 47% Managers & professionals 30%
Male 53% Technical, sales, & administrative support 5%
2. Age - Service 6%
: Lessthan30 - 23% "~ Agricultural 7%
30 to 39 20% Precision production, craft & repair 5%
40 to 49 23% Operators, fabricators & laborers 5%
50 to 59 22% Unemployed 4%
60 to 64 11% ) Other 38%

3. Annual Household Income 7. Health in General )
Less than $10,000 8% : Excellent 33%
- $10,000-$15,000 6% "~ Very Good 30%
$15,000-$25,000 19% - Good 21%
$25,000-$35,000 24% Fair 10%
$35,000-$45,000 13% Poor 6%

$45,000-$55,000 9%
More than $55,000 21%

8. Smoked regularly in last 2 years. 27%

4. Family Income as a Percent of the .

Federal Poverty Level (FPL)
Less than 100% of FPL 10% 9. Number Dr. visits within last year

100% to 149% of FPL 10% 0 20%
150% to 249% of FPL 44% 1to2 40%
250% or more of FPL 36% 3to4 21%
S. Work Status _ ’ ‘ 5to6 7%
Work outside home 55% : : Morethan6  12%

If yes, work part-time 23%

Source: 1996 Health Insurance Survey, with 609 individually msured adults, except for work status, whxch was
taken from the Spring 1996 Kentucky vaey, with 56 mdmdua.lly insured respondents.

Table 2

Health Status of Ind|v1dually Insured Adults S

Gets Sick | Healthy as | Health Expected | In Excellent Overall Health -

Response Easier Anyone to Worsen Health Index Score Percent
Definitely True 4% 56% . 5% 47% I (best health) 57%
Mostly True 8% 26% 17% 35% I 28%
Mostly False © 20% 11% 25% 11% I 10%
Definitely False | - 68% 7% ‘ 53%° 7% IV (worst health) 5%

Source: 1996 Health Insurance Survey, with 609 individually insured adults.




Table 3

Distribution of Individually Insured Adults by
Age, Gender, and Health Status

Percent of Total
(* denotes less than 1/2 of one percent)

Health Status Category
MALES
B | 11 11 v '
Age (best health) (worst health) Total
Under 30 8% 3% 1% 1% 12%
30 - 39 7% 3% 1% * 11%
40 - 49 7% 3% 2% * 13%
50 - 59 4% 4% 1% 1% 11%
60 - 64 2% 3% 1% * 6%
Male Totals 28% 16% 6% 3% 53%
FEMALES
Age
Under 30 7% 2% X * 10%
30-39 7% 2% 1% * 10%
40 - 49 8% 2% 1% * 11%
50 - 59 5% 4% 1% 1% 11%
60 - 64 2% 1% 1% 1% 5%
Female Totals 29% 11% 4% 3% 47%
Overall Totals 57% 27% 10% 6% 100%

Note: Column and row totals may not exactly equal
Source: 1996 Health Insurance Survey, with 609 in

overall distribution of percentages should be a fairly accurate depiction of the distribution of

adults covered under individual policies by age, gender, and health status. .

Characteristics of Individual Policies

Blue Cross/Blue Shield accounted for 48% of the indivi
while Humana accounted for about 5%, American Medic

Kare each issued about 3% of the policies (Table 4). In 6%
could not name the issuing company. The remaining 33% of
among about 75 other issuing companies.

al Securi

summary figures shown in other tables due to rounding.
dividually insured aduits.

dual policies held in these households, |
ty, Golden Rule, and Kentucky
of the cases, survey respondents
the policies held were distributed




Respondents reported that 20% of the individual policies discussed had been obtained through the
Kentucky Health Purchasing Alliance. They were also asked whether a policy was one of the
standard plans. However, because there was substantial concern that respondents not familiar
with changes in the law might not understand what a “standard” plan was, a follow-up question
asked which standard plan (such as economy or enhanced-high) they had. Of the plans discussed,
respondents identified 25% as being one of the specific standard plan types.

About one-fourth of the households with individual policies reported that an insured member had
suffered from a serious illness (such as heart disease, diabetes, or cancer) in the past 10 years and
8% reported that an insured member of the household had previously been refused health
insurance coverage. Approximately one third reported that a member was newly insured in the
last 12 months. The distribution of policies by company among households who answered yes to
one of these three questions is largely similar to the distribution of policies by company among all
households with individual coverage. The only differences large enough to be statistically
significant (given the number of respondents for each question) is that Blue Cross/Blue Shield was
given as the issuing company for significantly more of the policies sold to households with a
newly insured member than it was for all policies, while companies in the “other” category were
given as the issuing company significantly less often. Similarly, significantly more of the
households with newly insured members reported obtaining a policy through the Kentucky Health
Purchasing Alliance than did all individually insured households.

Of the individual policies sold to these households, 54% allowed the same payment for any
physician selected by the policyholder (Table 5). This is taken as an indication that non-managed
care plans comprise a slight majority of the individual health insurance market. One-fourth of the
policies permitted a reduced payment to physicians not on the plan’s approved list, and about one
fifth would only pay for physicians on the approved list. Of the approximately 80% of the
individual policies with a deductible, somewhat less than half had an annual deductible of $400 or
less, while one fourth had an annual deductible greater than $1,000. This indicates that high-
deductible, or “catastrophic” plans accounted for a non-trivial share of the individual market at
the time the survey was conducted.

Nearly all of the plans paid at least 80% of the allowable cost for approved medical services, once
any applicable deductible had been met. Forty-four percent of the plans imposed a fixed
copayment for doctor visits. Of these plans, 70% had copayments of $10 or less. In-patient
hospital services were covered by virtually all individual policies, while out-patient doctor visits
were covered by most. Prescription drugs and at least some mental health services were covered
by approximately two-thirds of the policies. szlon and dental services were included in 20% and
14% of the pohc1es respectlvely :

The: average monthly premium for all of the individual policies in the sample was $173 The
median monthly' premium was’ $142." - While an overall measure of premium amount for these
pohmes oﬂ'ers some mformatxon about rates in the mdmdual market it should be understood that

" The median premmm amount is that amount at wluch half of the premmms in the sample are above that amount,
and half ate below. The median is a useful measure because it is not affected by a few very high or very low
amounts, as is the average premium.
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the significance of that information is severely limited by the complexity of factors which
determine the premium for any single policy. Even for a single insurer in a stable insurance
market, the premium charged for any particular policy is affected by the age, gender, location,
occupation, and (when allowed) health status of the individuals covered under the policy. The
premium also reflects the scope of the medical services covered, the amount of co-insurance paid
by the insured, and the size of the deductible. In the individual insurance market in Kentucky in
1996, premiums were also likely affected by whether the policy was a standard or non-standard
plan, whether it was purchased inside or outside the Kentucky Health Purchasing Alliance, and
whether it was a new policy or a renewal. Increase this complexity by the business strategy
particular to each insurer, and the fact that the overall market was undergoing considerable
change, and the limited usefulness of a measure of the “average” premium should become
apparent.

Table 4

Market Share of Companies Offering Individual Policies

Percent of Policies Sold to Respondents
Reporting that an Insured Member...*
Had A Had Previously Was Newly
Percent of Serious Health Been Refused Insured within
Company All Policies Problem Health Insurance  Past 12 Months
Blue Cross-Blue Shield 48% 41% 50% 63%
Humana 5% 8% 3% 5%
American Medical Security 3% 5% 8% 4%
Golden Rule 3% 1% 3% 1%
Kentucky Kare 3% 4% 3% 1%
Other 33% 35%  31% 18%
Unknown 6% 7% 3% 6%
KY Health Purchasing :
Alliance 20% 22% 32% 29%%

*The only percentages in these three categories that were statistically significantly different from the distribution
of companies for all policies at the .01 level were the 63% for BCBS and 18% for other companies among the
newly insured, and the 29% for the Kentucky Health Purchasing Alliance in the same category.

Source: 1996 Health Insurance Survey, with 439 individual policies.

Even with the relatively large sample size obtained in the 1996 Health Insurance Survey, it was
not possible to control for all of the factors which affect the amount of premium charged for a
particular policy. For example, this sample did not contain enough higher-deductible, basic-
coverage, non-standard policies covering single males under age 30 who scored in the best half of
the health index, to reliably estimate what the average premium for that group might actually be in
the overall individual market. Because the sample would have to be divided into so many small
pieces to estimate the average premium for any particular group of policies, none of the groups
was large enough to allow reliable estimation of the average premium. The implication is that
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collection of survey data, while valuable for describing and tracking many aspects of the health
insurance market, is unlikely to be a reliable method for gauging and monitoring market premiums
unless the sample size is significantly increased, the same households are surveyed repeatedly, or
the number of factors used to set premiums on individual policies is reduced.

Table 5

Characteristics of Individual Policies

Characteristic Percent Characteristic Percent
1. Physician Choice 4. Copayment for Doctor Visits
Same amount paid all physicians 54% Yes 44%
Smaller amount paid physicians not on plan list 25% If Copayment Assessed:
Only paid physicians on plan list 21% Amount of Copayment
$5t0 %9 18%
2. Annual Deductible Included in Plan $10 52%
Yes 79% $15 15%
If Deductible Assessed: - More than $15 15%
Amount of Deductible ' '
Less than $200 21% S. Services Covered by Plan
$201-3400 23% Hospital stay 98%
$401-$800 22% Outpatient doctor visits 89%
$801-$1,000 8% Prescriptions . 70%
$1,001-$2,500 19% . Mental health 66%
More than $2,500 6% Vision 20%
. . Dental 14%
3. Percent of Medical Costs Paid by Plan
Less than 80% 4%
80% 79%
More than 80% 17%

Source: 1996 Health Insurance Survey, with 439 individual policies.

Ignoring the myriad factors which determine individual premiums one question which can be
addressed is what percentage of household income the premium paid represents. It is estimated
that premiums for individual policies range from a high of 26% of the midpoint of the household’s

income range, for households reporting an 1ncome under $10,000, to a low of 3% or less, for
households reportmg an income over $55,000.'* The weighted average percentage for all
households with individual pohc1es was approxlmately 8%. Two points should be made about
this esnmate First, 8% is not an estimate of what percentage of income households spend for all
insurance coverage, but only for coverage obtained under individual policies. Many households

12 To increase willingness to respond to the question, the Survey Research Center does not usually ask respondents
for their exact household income, but whether the household income falls within some range, such as $25,000 to
$35,000. In order to estimate premium as a percent of household income, the midpoint of the household’s income
range was used. For households reporting incomes above $55,000, the figure $75,000 was arbitrarily selected to
represent the midpoint.
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with some members covered under individual policies also had other members covered under an
employment-based policy from either a large or small employer. While the 1996 Health Insurance
Survey obtained information on coverage in the household obtained through small employers, no
information was obtained for coverage obtained through large employers. Also, it may seem
inconceivable that households with less than $10,000 in gross income dedicate approximately 26
percent of that amount to health insurance premiums. It should be remembered that measures of
income do not capture the amount of wealth available to the household. Many of the individually
insured are likely to be early retirees who have lower-than-average incomes but who are drawing
on accumulated wealth to pay for on-going living expenses. This is not to say that there are no
poor households who are dedicating a significant share of their Incomes to insurance premiums,
but that not all households with low incomes are without financial resources.

Knowledge of Changes in the Law

In the Spring 1996 Kentucky Survey, respondents were asked to list the three most important
problems facing Kentucky. Ten percent of all respondents mentioned health care or its cost as an
important problem, compared to 20% of the individually insured. When asked if they had heard
about the changes in the health insurance laws in Kentucky, 67% of individually insured
respondents in the 1996 Health Insurance Survey indicated that they had (Table 6). Of those,
74% heard about the changes through the media, while 45% said they received a letter from their
insurance carrier. _

Among respondents who had heard about the changes in the law, only 62% (or 37% of the total)
believed those changes would directly affect their family. In actuality, when fully implemented,
the changes in the law would have some type of effect on every holder of an individually
purchased insurance policy. It is clear that about half of these households either did not know
about the changes, or did not understand that they would be affected in some way. Of those who
did think that they would be affected, the most frequent expectation was that premiums would
increase. It should be understood that the fact that people had the expectation that their
premiums would increase is not a reliable indication that their premiums actually did (or will)
increase. Their expectations may have been formed by factors such as biased media ads,
incomplete information, or the typical cynicism of many citizens that any government or industry
change is likely to cost them more money. It is also important to note that, while they were a

large share of those who believed their family would be affected by the changes in the law, the

number who said they expected a premium increase comprised only one-fourth of the total
households with an individual health insurance policy.

That the affected population was not fully informed about the changes in the law affecting their
insurance coverage in the summer of 1996 is evidenced by the fact that, although 67% had heard
of changes in the law, fewer than one-fifth knew that the reforms meant that a person in good
health would pay the same premium for insurance as someone with a serious health condition or
that a person who could afford the premium could buy a health insurance policy, no matter how
sick they were. -

.
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Table 6

Knowledge of Changes in Kentucky Insurance Laws
Individual Policyholders

Percent ' Percent
1. Heard about changes in the law 67% |2. Familiar with standard plans 28%
Of those who said yes:
Source of Information ‘
Letter from insurance company 45% |3. Correctly knew features of
standard plan:
Newspaper or television ads  69%, Healthy and sick people pay the same  17%
News reports  74%, Can buy a policy no matter how sick 18%
Friends/family 29%, Family could purchase standard plan 25%,
2. Believe changes directly affect 37%
family

Source: 1996 Health Insurance Survey, with 513 households with individual pohc1es

SMALL-GROUP MARKET

The small-group market consists of those who obtain a health insurance policy through an
employer with fewer than 50 employees. In this segment of the market, the employer negotiates
with an insurer for plans to offer eligible employees. Employers may or may not contrnibute to the
employees’ premiums, but the pricing of the policy is such that the premium for the policies
generally reflects the average health characteristics of the group, rather than the individual.

Number Covered Under ShtaI_I-Grodp Po.Iic_ie.s.

Based on the Health Insurance Survey, it is estimated that 10.7% of the non-elderly population in
Kentucky (or 9.3% of the total population) were covered under a health insurance policy obtained
through a small employer, in the summer of 1996. The standard error of the estimate is +/- 0.5%,
meaning that there i is a 95% probablhty that the actual percentage is between 10.2% and 11.2%.
If these percentages are applied to the Bureau of the Census estimate of the 1995 non-elderly
populatxon in Kentucky the estimate is that between 340 000 and 380,000 non-elderly residents
were covered in the small-group market at the time the survey was conducted. The point estimate
is 360,000. Estimates from the Spring 1996 Kentucky Survey were not significantly different
from these. Because the CPS aggregates employers with 25-99 employees into one category, it
was not possible to use that data to estimate the number of Kentuckians with policies obtained
through employers with fewer than 50 employeses.
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Characteristics of Adults Covered Under Small-Group Policies

Adults insured in the small-group market tended to be concentrated in the below-50 age
categories (Table 7). The average age of this group of adults was 39. Males and females were
distributed about equally. Approximately half of the households with small-group insureds had
incomes below $35,000 and half had incomes above. > Sixty-two percent of small-group insureds
in the Spring 1996 Kentucky Survey reported being employed, 15% of those part-time.

Ninety percent of this group scored in the two best categories of the health index, while 2%
scored in the worst health category. Two thirds of the group visited a doctor no more than twice
in the previous year, and 9% had 7 or more doctor visits. Twenty nine percent smoked regularly
in the last two years. Table 9 shows the distribution of adults insured under small-group policies
by age, gender, and health status category. :

Characteristics of Small-Group Policies

The small employers offering these policies were predominantly private firms, with public and
non-profit organizations accounting for 20% of the total. Blue Cross/Blue Shield issued 49% of
these policies, while Alternative Health Delivery Systems, an independent licensee of Blue Cross,
issued 4% (Table 10). Eight percent of the policies were issued by Humana and 2% each by
Aetna and Healthwise. Issuers of 7% of the policies could not be identified. The remaining 28%
of the policies were distributed among more than 100 other insurers. Respondents indicated that
17% of the small-group policies discussed had been obtained through the Kentucky Health
Purchasing Alliance, and could identify 18% as one of the standard plans.

Twenty-three percent of the households with a small-group policy contained an insured member
who had had a serious health problem in the last 10 years, and 3% an insured member who had
previously been refused health insurance. A third of the households had members who were
newly insured within the last 12 months. There were no statistically significant differences in the
distributions of insurers for these three categories of households and the distribution for all
households with small-group policies.

The majority of small-group policies contained some form of restriction on the payment of
physicians not on an approved list (Table 11). Of the policies in which a deductible was imposed,
9% had a deductible greater than $1,000. Virtually all of the small-group policies covered at least
80% of allowable medical services. - Slightly more than one-half imposed a fixed copayment for
each doctor visit and, of those, nearly 80% were $10 or less. Nearly all small-group policies
covered a hospital stay and out-patient doctor visits, over 80% covered prescription drugs and
some mental health services, and approximately 30% covered vision and dental services.

" Estimates of family income as a percent of the federal poverty level for the individually insured were derived
from the CPS data. However, because the CPS data on employer size aggregates employers with 25 to 99
employees, it was not possible to use that data to make similar estimates for those insured through an employer
with fewer than 50 employees.
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