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Summary of Legisation: (CCR Amended) This bill makes several changes regarding various insurance
matters. The bill:

(1) Providesthat a current or former member of the General Assembly may choose to participate in a state
employee health benefit plan or the self insurance plan established by the State Police Department. The bill
requires a member of the General Assembly who chooses the self insurance plan established by the State
Police Department to pay the employer and employee share of the cost of the state police plan that exceeds
the cost of the state employee self insurance plan. The bill also provides that a retired legislator who has
served as alegislator for at least ten years and who meets certain other criteriafor participation may obtain
group health insurance if the retired legislator files awritten request for the coverage within acertain time.

(2) Allows insurance agent prelicensing instruction to be accomplished through self-study.
(3) Revises the composition of the Board of Directors of the Indiana Insurance Guaranty Association.
(4) Adds certain credit for reinsurance and reinsurance in insolvency provisions.

(5) Providesthat anamed insured on amotor vehicle policy may reject uninsured and underinsured coverage
for al named insureds.

(6) Adds a dependent child's incapability to self-sustain employment because of mental disability to the
reasons that continue hospital and medical coverage to a child under certain insurance policies.

(7) Allows preexisting condition exclusions and limitations to be part of certain group policies of accident
and sicknessinsurancefor afixed time period with respect to adisability that existed as of the effective date
of the palicy.
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(8) Provides that a health maintenance organization may not discriminate against a provider acting within
the scope of the provider's license or certificate on the basis of the provider's license or certificate.

(9) Specifiesthat the Patient Compensation Fund surchargefor qualified providersother than physiciansand
hospitalsmay not exceed the actuarial risk posed to thefund by those qualified providers. Thebill also makes
a conforming amendment to the Medical Malpractice Act's settlement procedure by increasing the policy
[imit amount from $100,000 to $250,000.

(10) Establishes an interim study committee to study the Indiana Comprehensive Health Insurance
Association (ICHIA).

Effective Date: (CCR Amended) July 1, 1999; January 1, 2000.

Explanation of State Expenditures: (Revised) (1) Health Insurancefor Legislators: Thebill providesthat
current and former members of the General Assembly who meet certain requirements may chooseto obtain
health insurance coverage under the self-insurance plan established by the State Police Department or the
State Personnel Department or through a prepaid health care delivery plan. At thistime, there are 86 current
members of the House and 34 current members of the Senate participating in the state employee health
benefit plans. (The number of retired legislators participating in the state employee plans cannot be
determined at this time.) For legislators who would choose to switch from a state employee indemnity
insurance plan to the State Police health plan, any additional costs (above the costs of the New Traditional
plan currently offered to state employees) are to be paid by the legislator. However, there could be some
small additional cost to the statefor current |egislatorswho would chooseto changeto the State Police health
plan from one of managed care planswith alower state contribution. However, the maximum additional cost
per year to the state would be lessthan $20 per legislator. [If the opportunity to participatein the State Police
health insurance plan provided sufficient incentive for acurrent legislator who is not currently on the state
employee health plans to, now, participate in the State Police plan, the cost to the state would be $2,175
(single plan) to $5,455 (family plan) per legislator.)

(Retired employees are currently required to pay the entire cost of their health insurance premium, so there
would be no direct impact on state costs.)

(6) Dependent Child' s Mental Health Coverage: Thisbill requires ICHIA to continue to provide insurance
coverageto adependent unmarried child evenif the child hasreached the age of 19 and the child isincapable
of self-sustaining employment by reason of mental illness and while the child is chiefly dependent for
support and maintenance upon the person in whose name the contract isissued. The impact on the ICHIA
program is expected to be nominal, if any.

The ICHIA program is funded from client premiums, as well as assessments on companies selling health
insurancein Indiana. Companiesthat pay assessmentsare subsequently abletotakeacredit against premium
taxes, gross income taxes, adjusted gross income taxes, supplemental corporate net income taxes, or any
combination of these, equal to the amount of the credit. Although the possibility exists for some increased
coststo the ICHIA program, and thus decreased revenuesto the state, the impact is expected to be nominal.

(9) Patients Compensation Fund (PCF): Several code provisionsregarding the Patients Compensation Fund
wereraised from $100,000 to $250,000in the 1998 General Assembly. Thishbill changesthiscode provision
to be consistent with those changed last year. Current statute provides for the calculation of the PCF
surcharge based on the assumption that the Fund will pay only when the malpractice damages exceed
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$250,000. However, thiscodeprovision, initscurrent form, allowsaplaintiff to seek payment from the Fund
if their mal practice settlement exceeds $100,000. Passage of the provision’sin this bill will make the PCF
payout provisions consistent with the provisions regarding the Fund’ s surcharge calculation.

(10) ICHIA Study Committee: This bill directs the Legislative Council to establish an interim study
committee to study the Indiana Comprehensive Health Insurance Association during the interim of 1999.
Under current Legislative Council resolution, interim study committees are allocated $9,000.

Explanation of State Revenues:

Explanation of L ocal Expenditures: (Revised) (6) Dependent Child’s Mental Health Coverage: The
provisions of thisbill could affect costs faced by insurance companies that provide group coverage for the
employeesof |ocal governmentsand school corporations. Increased premiumsarising from these provisions,
may or may not result in additional costs to local governments and school corporations, depending upon
administrative action as to the determination of the employer/employee cost share for health plan benefits
offered to employees. The impact on local units of government and school corporations would also differ
by local unit and the particular benefit plan currently provided to employees. The impact is likely to be
nominal.

(7) Preexisting Conditions Exclusions: If the additional latitude allowed insurance companiesin including
preexisting condition exclusions and limitations in their group insurance policies were to result in reduced
premiums, local governments and school corporations might face reduced costs in the provision of health
benefits to employees. However, the effect on costs would be minimal.

Explanation of L ocal Revenues:

State Agencies Affected: Department of Insurance; State Police Department; Department of Personnel;
Indiana Insurance Guaranty Association; Indiana Comprehensive Health Insurance Association (ICHIA);
Legidative Services Agency.

L ocal Agencies Affected: Local Governments and School Corporations

Information Sources: Department of Administration, State Budget Committee.
Liz Carroll, Department of Insurance, 232-2406.
Jeff Hannah, Anthem, 488-6225.
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