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L.D. 2069

(Filing No. S- 578)

STATE OF MAINE
SENATE
114TH LEGISLATURE
SECOND REGULAR SESSION

COMMITTEE AMENDMENT "8 " to s.p. 806, L.D. 2069, Bill, "An
Act to Allow the Maine State Employees Health Insurance Program
to Self-insure Health or Dental Insurance”

Amend the bill in section 1 by inserting at the end the
following:

‘9. estriction n £-3 d pr -__The followin

A. To the extent that the State assumes the risk with

res n rogr rovi in thi section h

State shall maintain a reserve at least equal to the sum of:

{1) An amount estimated to be necessary to pay claims
and administrative costs for the assumed risk for 2 1/2
months: and

2 The rmine annuall ualified
actuary to be necessary to fund the unpaid portion of
im xpec 1 includj i T no
r r im n 1 xpen in in th

T m mai i i h vi in
2 If £-3i r mor han on

program, a reserve meeting the requirements of this

r m be main n r h ram.

B. m h r -1 insuran for
n rogr with hmen lev nd limits a

recommended by a qualified actuary.

C. Paragraph A does not apply to a program iu the first 2
years after the program is changed from a fully insured
program to a fully or partially self-insured program.

Before a program may begin its first year of operation:
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COMMITTEE AMENDMENT "f7" to S.P. 806, L.D. 2069

1 The r fund mu ntain reserve at least
equal to the amoun; estimated to be necessary to pay
the claims and administrative costs with respect to the
assumed risk for one full month: and

(2) The rate structure of the program, as certified by

ualified r m i d nabl h
fun in th llowing r rve levels:

{a) By the end of the first year of the program,
L_L_e_s_e_L_esu.Lby_pg_agr_ap__l__SJ&p_r_ag_aL

an n_amoun im e_necessary to
paz claims and administrative costs for the

assumed risk for 2 full months: and

(b) By the end of the year of the program,
L_e_gs_e_e_e_qu_r_e_d_lzy_p_a_gg:_apg__,_s;&p_a_w_ag_
(2), and an amount estimated to be necessary to

laim n inigstrativ osts for the

isk for 2 1/2 lm .
If the State purchases stop-1oss or excess insurance with
respect to the risk, the required reserve is reduced by the
credit specified in paragraph A. A self-insurance program
may not continue if the reserve fund with respect to that

program _does not contain the amounts set forth in
subparagraph (2) by the time limits established.

D. For purposes of paragraphs A, B and C, a "qualified
actuary"” is an actuary who is a member of the American
Academy of Actuaries gqualified as to health reserving
methodologies.

E Tl .. . t with
with 1li 1 \'4 h is n h i
f entering in h ntr ini ring_a health plan
r rovidi health r r l n r of
live n w ver h

contract.

h i f i n i her i
sggtg law rggg res bonding of 3rd-party administrators

Ever lican rovid rvice as a 3rd-party

administrator for this program shall file with the
proposal, and shall maintain ip force while

I ntin h e rogram, a fidelity bond in
fgvor of the Treasurer of State executed by a sg:g;z
for th i h I nefi ri
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COMMITTEE AMENDMENT "/7" to S.P. 806, L.D. 2069

of the program, The bond must be continuous in form

and in one of the following amounts:

(a) For an administrator that collects

contributions and premiums for the program but
does not administer or pay claims, the greater of

$50,000 or 5% of contributions and premiums
roj r iv 1 r
following plan year from the State or from persons

covered by the program, but not to exceed
$1,000,000:

(b) For an administrator that administers and

pays claims, but does not collect premiums and
contributions, the greater of $50,000 or 5% of the

claims and claim expenses projected to be held for
the following year to pay claims and claim
expenses for persons covered by the program, but
n excee 1 00;: or

For ini o remi

and contributions and administers and pays claims,
the greater of the amounts determined under

division (a) or (b), but not to exceed $1,000,000.

. n n n in m rovi or
ver h m h level 1 h h
woul r ired b w if th W rovi

by a health insurance plan governed by Title 24 or Title

24-A.

10. Commission not insurer. The commission or other entity
operating any self-funded plan pursuant to this section is not an

rer

Further amend the bill by striking out all of section 3 and
inserting in its place the following:

'Sec. 3. 5§ MRSA §286, as repealed and replaced by PL 1987, c.
731, §7. is amended by adding at the end 2 new paragraphs to read:

A v n ini r h i f th
mpl s h h insuran program with approval of the
Commissioner of Administration, is created to protect the program
from nex los n 1f-ingsured 1losses and related
xpen 1 rr in th rovision health and dental nefi
r igibl rticipants. The fund i ntinuing fund an
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R. of 3.
COMMITTEE AMENDMENT " A to S.P. 806, L.D. 2069

m n 1 e. Th r rer f hall invest the fund.

2 All proceeds of these investments accrue to the fund.
4 The reserve fund is capitalized by money from premium
en n legislative ropriation nts from state
6 departments and agencies and by such other means as the

Legislature may approve. All money in the fund is deemed to be

8 the commingled assets of all the covered employees and must be
used only for the purposes of this section.

10
12 FISCAL NOTE
14 This bill authorizes the State Employee Health Commission to
self-insure its health and dental plans. Self-insurance will
16 result in an overall net savings to State Government. The amount
of the savings will depend upon the degree to which the
18 commission decides to self-insure. Because this self-insurance
would reduce General Fund revenues from insurance premium taxes,
20 a commission decision to self-insure for the dental plan alone
would result in an annual net cost to the General Fund of
22 approximately $6,000 based on current year premiums. On the
other hand, a commission decision to totally self-insure for
24 health and dental plans would result in a net annual savings of
$946,500.
26
The State Employee Health Commission will not implement any
28 type of self-insurance before July 1, 1991. Therefore, this bill
will not affect revenues and expenditures in the current
30 biennium. '
32
STATEMENT OF FACT
34
The amendment adds reserve requirements for any self-funded
36 health or dental plan administered by the State Employee Health
Commission; permits the commission to contract with a 3rd-party
38 administrator only if the administrator is subject to a bonding
requirement and only if the administrator has experience
40 administering a plan as large as the state plan; and requires
the self-funded plan to include the same mandated benefits that
42 would be required if the health program were an insured program.
44 Finally, the amendment requires that any self-funded state
health or dental plan include all benefits currently mandated by
46 state law in insured plans.

Reported by Senator Theriault for the Committee on Banking
and Insurance. Reproduced and Distributed Fursuant to Senate
Rule 12.

(3/12/90) (Filing No. §-578)
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