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\ 2003 SENATE STANDING COMMl'IThE MINUTES 

BILURESOLUTION NO. SB 2396 

Senate Education Committee 

□ Conference Committee 

Hearing Date 02-03-03 

Ta Number Side A Side B Meter # t----------+---~~------1---___,;;;~~---+---
1 X 31.9-47.5 
l x 45,S • end 
2 0- 8.5 

Minutes: CHAIRMAN FREBORG called the comm1 ee to order, Roll Call was taken with all 

-) (6) members present. 
/ 

CHAIRMAN FREBORO opened the hearing on SB 2396 which relates to school districts 

providing self-insurance health programs through joint powers agreements. 

Testimony in support of SB 2396: 

SENA TOR DAVID O'CONNELL, Dist, 6, testified that he supports the bill. 

JOHN JANKOWSKI, ND Educator Service Cooperative, Supt. St. Mary's Central, Bismarck, 

spoke in support of the bill and explained why the bill is important. This issue goes back 7 - 8 

years when a group of Supt. by Minot got together to discuss how to control rising health care 

costs. Six years ago he had asked for legislation that would pennit public schools to bid health 

insurance every five years. Six years ago when they went for bids, they failed. Five years agot 

they again tried to bid insurance and they had one bid which was not in the best interest of their 

'~ teachm and staff. Four years ago they asked forbids, and again received none. There are about 

•tt ad t Modt lnfoMMt1on SVSt• for •lorofHllnt 11'111 
Tht 1tcrOlt'••• ,.,.. on thta fH• ll"t accur1t1 reproduotfn of.recordl wr ordl of~h• Mtrtcen M1tton1l ltandlrdl lnatftutt 
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Senate Education Committee 
Bill/Resolution Number SB 2396 
Hearing Date 02 .. 03 .. 03 

45 school districts in their group (cooperative). For some reason, the Insurance Department has 

led them to believe that school districts that go together cannot become self .. funded in health 

insurance, Single school districts can become self-funded and he feels this is unfair. He would 

like to see it in statue that schools that go togeth~ in JPA's can have setf .. funded health 

insurance. He distributed a document from BCBS on self-funding (see attached). He further 

feels they should be able to look at that self-funding could hold down premium costs. He feels 

this would help alt teachers. 

NANCY SAND, NDEA, would support any effort to control costs of health insurance. She 

would hope this would not be a part of the negotiated agreements in a JPA. She feels employees 

should be part of the decision making process. Some agreements are already in place and she 

/~ would not want them negated without input from the employees affected. 

There wa1 no oppo1ldon to SB 2396. 

The hearing was closed on SB 2396. 

Tape 1, Skie B, 45.S • endt Tape 29 Slde ~ 0 • 8.5 

SENATOR CHRISTENSON wondered why BCBS offered no testimony, SENATOR 

FREBORG stated that BCBS has stop/loss coverage, They probably make about as much money 

as if they would fully insure. Stop/loss eliminates the amount of risk, SENA TOR FREBORG 
' 

questioned if two school districts would be enough to self .. fund, 

SENATOR COOK moved a DO NOT PASS. Seconded by SENATOR FLAKOLL. 

SENATOR CHRISTENSON asked why a do not pass. SENATOR COOK feels this bill has 

many small concerns, If this is a consortium bill, it needs to be looked at as such, SENATOR 

\.~J CHRISTENSON asked if we could amend out "2 or more0
• SENATOR FREBORO feels there 
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BUI/Resolution Number SB 2396 
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should be minim~tm requirements. He feels that to fonn a JPA, there should be four or more 

districts. Cooperative agreements couJd be done with any amount ofdistrlcts, SENATOR 

FLAKOLL referenced to an amendment that would propose "2° to "6" districts, SENATOR 

COOK feels we must be careful with JPA ,s, He feels there are many and some are with only 

two districts. 

RoU Call Vote: 4 YES. 2 NO. 0 Absent. Motfo11 Carried. 

Carrf~r: SENATOR COOK 
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FISCAL NOTE 
ReqUNted by Leal•latlv• Council 

01/2812003 

BIIVResolutlon No.: S82396 

1 A. State ftsclll effect: Identify the stat, fiscal effect and the fiscal effect on agency appropriations compared to 
fundl levels and a rlatlons antlcli ted under current law. 

2001 •2003 Biennium 2003·2005 Biennium 2005-2007 Bl•nnlum 
G•n•r•I other Funda General other Fund• General Other Fund■ 

Fund Fund Fund 
Revenues $ --$ +----.:...---+----.~ 

$ 

School School School 
Countlu Cltlea Olatrfct■ Countlea Cities District■ Countlu Cltlea Dl1trlcts 

$ $ $ $ $ $ $ $ $0 

2, Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

This blll does not Impose any addltlonal duties on the Insurance Department so It wlll not have a fiscal Impact on our 
budget or on the general fund. The bill requires that the Insurance Commissioner adopt rules, but the cost of the 
rulemaklng Is expected to be lnoluded within the present appropriation. 

3, Stat• flacal effect detall: For Information shown under state fiscal effect In 1A, please: 

NIA 

NIA 

NIA 

A. Rev•nuN: Explain the revenue amounts. Provide detsl/1 when appropriate, for each revenue type and 
fund affected and any amounts Included In the executive budget, 

B. Expendlturts: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line 
Item, and fund affected and the number of FTE posHlons affected. 

C. Appropriations: E)(p/aln the appropriation amounts. Provide detail, when appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amount$ Included In the executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

Nam•: Charles e. Johnson Aaencv: Insurance Department 
Phone Number: 328M2440 Date Pr•e:!rtd: 01/31/2003 
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Date: ;./,J/o~ 
Roll Call Vote#:/ 

2003 SENATE ST ANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. '59. ~ '?p 

Senate EDUCATION 

D Check here for Conference Committee 

Legislative Council Amendment Number 

ActionTaken /), '77~ /J~ 

Committee 

Motion Made By ~,. &J--fr < Seconded By ---~~,c;,:;,......_•_~~;....,·~a.""~d:.!:::C!:::::L 

Senafon Yes No Senators Yes No 
LAYTON FREBORO, CHAIR. LINDA CHRISTENSON -v 
GARY A. LEE, V. CHAIR. v RYAN M. TAYLOR V 
DWIGHT COOK V 
TIMFLAKOLL v 

Total (Yes) }/ No :2 ___ __:; ___________ _ 
Absent 0 
Floor Assignment 

lf the vote is on an amendment, briefly indicate intent: 

Tht 1tcrw1P.ht• , .... on thl• fH• art 1ecur1t1 r,pr~ttone of reoordll detiwrtd to Modern lnfo,wtlon tvtt• for 11tcrofH1h'lt and 
... ,.. ft lltd In thl rttul•r COUl'lt ef bullntH, Yht phototl'lf)hlc proct11 Mttl atendlrdl of th• Mtl'ICII'\ Nltf ONl ttandtrdll IMtf tut• 
(AM81) for .,.chfYll MlcrofllM, NOTICII If tht flllftld lfflltt tboVt ,. ltll lttlb\1 than thll Notte•, ft,. due to tht qualttv of tht 
doc.nt belna fllll'ltd, Tull "t c:,+,ruN\NS;l<,e:, ,olaalo3 
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RIPORT o, STANDING COMMffTE! (410) 
FebrUary 3, 2003 1 :12 p.m. 

Module No: IR-20-1121 
canter:Cook 

lnNl't LC~ • Tltle: . 

REPORT OF STANDING COIIMmD 
812311: Education CommlttM (Sen. Freborg, Chairman) recommends DO NOT PASS 

(4 YEAS. 2 NA VS, 0 ABSENT AND NOT . VOTING). SB 2398 was placed on the 
Eleventh order on the calendar. 

(fl) DESK, (3) COMM Page No. 1 

11\e Mier•••• f ..... on thf• f tl1 art acour1t• .....-.uon. of r.eordl dtltwrld to Modtrn lnfol'Mltf on IYlt• for 1fo,offl1tne w J 
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(AMII) for 1rchfwl NforofflM, NOTIClt If th• ffltllld , .... tboYt ,. , ••• lttfblt than thf• Notfct, ft fl dut to tht CIUllfty of tflt ,, 
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2003 TESTlMONY 

S8 2396 
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Tht 111fcr09nphfo f1111t•• on thf, fftM •r• 1ccur11tt rtpr~tfon• of recordt dtltvtred to Modern lnfor11111tfon SVltlffll for 111fcrofH111lnt and 
wert f I lmed In tht reoul1r cour11 of butfntH, Tht photogrephfc proce11 111tttl etandardt of the Affltrfctn National lt1nd1rdt lnttf tutt 
(ANSt) for 1rchfv1l microfilm. NOTICSt If tht filmed 1Mlgt 1bovt fl ltll lttlblt thin thf• NotfCft ft ft dut to th• quality of tht 
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Alternative 
Financial 

Arrangements 
forGroup 

Benefit Plans 

BlueCross BlucSbield 
of North Dakota 

Tht •fcl'ott•f• ftlllttl on thf• ffl• 1r11ccur1t1 reproducttont of r112ordt dtlfvertd to Modern 1nf1>NM1t1on IVtt• for •fcrofH■fnt nl 
w.r• ffltlid fn the rttUl•r couret of bulfntt•• Th• ~otogrtphtc proc111 Mtttl 1tandlrdl of th• AAltrf ctn N1tfON1l tttndardll tnetttut• 
(Nflt) for 1rchtv1l •fcroffl•• tfOTJCII Jf th• ffllilld 1111111 lbov• ,. l••· lttfbl• then thf• Notfct, ft fl dul to th• qualttv of th• 
dooUMnt btf nt ff lNd, 
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Snee the early 1980s, Self-Fundlng with 
Stop-Loss has been an increasingly JXJpular 
mechanism for managing the costs of 
employees t health, de11tal and vision care. 

Blue Cross Blue Shield of North Dakota has 
specialized in addlng value to Self-Funded 
plans with provider arrangements, accrual 
accounting for Stop-Loss claims, and 
compeHtive administrative fees. No other 
company in the area can provide all the 
features we offer . 
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• Flt.ldblUty throush a custom-designed beneftt plan. 
• PotenuaJ lowerinfl of health care c:csts. 

• EJlmlnaUon or carrier risk charge. 
• Most selt-hi.nded groups are exempt from state-mandated beneftts. 
• Control of plan1s reserve. 
• SJgnUkant cash now benefits may result. 
• Pmmot~ greater cost awareness and consumerism, 
• Immediate Individual Stop •Los.\ protec:Uon. 

\ 1Vhat to consider: 
• What are the demographld of your employee group? 
• What is the health care uUUzaUon of your group? 
• Do you have the financial resources to meet cash now fluctuatlons? 
• Would a Sett-Funded plan be an affordable alternative to 

standard health care coverage? 
• WUJ the addJUonaJ rlskjeopatdlze your business? 

You decide what your company needs. 
An lncr~lng number of employers are lookJng for a better way to manage their health 
care costs. SeU-Fund.Jng allows you to design your company's own employee health care 
plan. Under a self-funded plan1 you contract with Blue Cr~ Blue Shfeld of North Dakota 
to process your tlaJms, manage daJms cosu and pay providers directly on your behalf. 

With Self•FundJng you galn greater control by acUvely partJclpaUng Jn the design of your 
plan. You'll have the advantage or contaJnJng health care costs by Self-Funding the expected 
claJms and transfening the unexpected nsk to Blue Cl'OS\ Blue Shield or North Dakota. 
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,Jssoc it, tee! \\'it h So If-Fu ncl ing, 
l.-

1, Adrnlnfstratf ve Costs 
• AdmlnlstraUve fees are~ only when a claim Is paid, 
• All services, such as employee Swnmary P1an DescrlpUons, claims payment. 

managed benefits and certain reportins are Included Jn this ree. 

2. Stop-Loss Premium 
• Clahns experience ls pooled with other groups to avoid wide nuctuaUon from 

year to year, 
• Our rates rernaJn ver; compeUt:Jve at all Stop-Lem levels. 

3. ClalmsPayment 
• Our contracts and financial arrangements with 9996 of North Dakota's physicians 

and l 0096 of our state's hmpltals lower the cost of paying claims. 
- Discounts received by Blue Cross Blue Shield of North Dakota help control the 

Increasing co.st.~ of your health care program. 
• Ir you have employees residing or travel.Ing outside North Dakota, you can also take 

advantase or provider discounts through the BtueCJ program, More than 85 
percent or health care providers naUonwide partlcipate with a Blue Cross Blue ShJeld 
plan and Its universal BlueCard. 

Ho,\· clocis Self-Funding \\·ork? 
In a tradltfonal Insurance plan, you pay a premlum to your health Insurance earner. Jn retum, 
the c.arrler processes and pays claims according to your plan. The carrier Is solely responsible 
for all risk. 

By e.'<amJnlng your employee's past claJrns experlence, demographJcs and plan destgn, we can 
esUmate thr. expected claJms for your group. We can then sugsest how :nuch you should set 
aside each month to cover expected claJms and ttilated co.su. As clalll'$ are submJtted, 
Blue Crou Blue Shteld orN orth Dakota wUI proc~ and pay them from your designated 
account. 

Administrative r~ are charged only when a claim ls proceMO<i. Chums will be paid from the 
account you de.sfgnate. In mnst Instances, this Is done weekly. 

Actual clalms and admtntstratJve cost! will vary monthly, and cash now fluctuations are 
llmltod by a stop-toss Insurance arrangement, 
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Mmt Self-Funded groops IJmlt their risk by purthas!ns Stop•loss coverage. Stop-Lon 
lmuranc::e prctectsap!nst claJms that exceed a certa!n predetenntned amount. BlutCrms 
Blue Shield or~orth Dakota otters two types of Stop-Lem Insurance; one ror an lndMdual 
and one for your entJre company. 

Stop-Los., lrdurance prcmlwns are bUlt'!d monthly and Ust each employee covered by your 
group Insurance program, 

Your lndJvidual St01)-um h~ltroncc will begin paying once you meet your predetenntned 
Stop-Loss level. f'l'lrti.xm,ple, lfyqurStop-um level 1s $25.000, once you ~ch $25,001, 
your Stop-Lem lnsw-ance Is automaUcally calculated and aedJted to your payment. 

Self-Funding n1_Zt)' prO\/Jcl(: alternatives to 
North Dcll<ota st8te l'v'fandates. 

Selr·t'unded businesses may be exempt from having to provide mandated benefits In 
accordance with North Dakota law. Many groups, however, do Include these benents in 

theirplam. 
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Administrative Services 

in a Sc·lf-Fundccl plan: 

These set\tices lnclude medJcaJ. l'evlew, processJn& and payment or claJms, proces1ln1 of 
employee applJcatJons. maJntenance or membership ftles, conversJon plam for tennJnattna 
employees. asshtance In the de\'elopnW!nt and p11par1Uon of Summary Plan DescriptJon, 
dJstribuUon ofldenuncauon cards, and compleUon or actuarial and statisUcal reports. 

ASO Contract 
(Admlnlstradve Services Only) 
ProvldJng such services as: actuarial, beneftt plan design. claJm proces.stng1 data recovery 
and analysis, ~!stance with employee benents communication, nnanctal advice. medJcaJ 
care conversions, preparaUon of data for reports to governmental units. etc. These services 
are provided on a contract basis by an administrator or Jts subsldJary. Stop-1.os.1 protecUon Is 

not provided under this contract. 

Aggregate Stop-Lem 
The maximum level of clahm payment forwhJch the Selt•FWlded employer has lfabmty. 

ClaJms In exces.s of this level are reimbursed by the Stop•L~ carrier. Such a plan ls set for 
the contract year based on a percentage of expected claJms during the contract period, 

Aggregate Sto~l..c:& Attachment Point 
The tot.al dollar amount of pa.Jd or tncuITed benents for au membt:~ per contract period, 
beyond which the Insurance carrier will reimburse you. up to the maximum reimbursement. 

BlueCard t, 
ThJs program allows you the freedom to ch~e a Blue Cl'O$$ Blue ShJeld provider anywhere 
tn the United Stat~• an Important advantage lfyou receive services outsfde North Dakota, 
More than 85% of all hospital~ and health care providers naUonWlde are partlcJpaUng with 
a Blue Cro~ Blue ShJeld plan. 

Claims Administrator 
A company appotnted by the employer to handle all admJnlstratlve duUes lncludlng the 
prot~lng and paylng or clalrm from the employer's designated acr.ount. 
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Coordination of Benefits (C.O.B,) 
A method of lnt'f'1Un1 benefits payable under more than one group h~lth beneftt plan. 

Covered Charges 
Charges ror medJcal care or supplies which. Jflncurred by a partJclpant or othor covered 
person, create a UablUty tor the Insurer under the tenns of a group policy, 

Experience 
This factor considers what has been sent In by you In the fonn nf funding and what we 
have paJd out b'I the ronn ot claims, Experience must also consider the Insurance company's 
admlnlstraUve cmts, what must be paJd to the state ror premium tax ind what the reserve 
requJrements ate. Croup experience Is combined wHh group demographl~ to reduce 
yeal"'to-year nuctuatJon In ft.tnding rates. 

Incurred Clai~ Ba.si~ 
The date• service or suppl)· h provided, or a person ea~ perlodJc payment due to total 
dbabUlty. JndMduaJ Stop-Lou ts based on the Incurred date or the claim. 

Individual Stop-Loss 
1he dollar amount per fndMdual per contract yew- which Is the employer's resporulblHty. 
Also referred to~ SpedlJc Stop-Loss. 

Immediate Stop-W'S Protection 
Coverase that beglm Immediately once the IndJvfduaJ Stop-Loos amount has been reached. 
This lhnJts the employer's nwdmum claJms responslbtUty. 

Maximum Reimbursement 
The maximum amount of beneflt payments payable to or for a member under the terms 
oftheplan. 

Paid C Jahns Bas ls 
Individual and Aggregate Stop-Loss ls based on the date the claim ls paid. 

Retention 
That portJon of the fundJng retained by the administrator for expenses, contingencies and 
contribuUons to surplus. 
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Risk Charge 
That portJon of a group Insurer's retentJon Intended to be used ror any of the foll0Wi"9: 

1) to spread the cost or catastrophic or epidemic l<mes over all groups: 
2) to pay certain claJms which may be •poo1ed• and not charged apJmt the 

tl.'<perience ofa partkuJar group; 
3) to cover the experience dcftcJts arlslns on the poorer ruk., ln • given elm; 
4) to provide a contrlbotfon to the Insurer's general surplus as protection 

apJn1t majo, hmesalt'ectfnB lt.s er1Ure group buslnm. 

Risk Corridor 
The dlft"enmce between expected claJms and the asgregate stop-loss attachment point. 
This 1s the risk the employe1· Is aetepUns Jn the Setr-Funded plan. 

Self-Funding 

,,,. 

A group benefit plan whfch places health care risks with the employer rather than the 
health IMurance company. The employer 8SSUme$ resporwbWty for the organJzaUon's health 
caNJexpense5, 

Stop-1..os.slnsurance 
A supplemental protecUon plan employers may purchase to establish a c:ap on their chums 
11!$porulbf1Jty. Provides protection agajmt cat.astrophJc or unpredktable losses. 

Suggested Funding Level 
The recommended dollar amount you should set aside per contract, per month, to 
adequately fund claJ~ expenses, admlnlstratlve cMt.s and stop-loo premium, This dollar 
level helps build a sufficient claims reserve for your program. 

Trend 
Expresses the year to yw pattern of claJms activity tor 11 group. D~ribes the eltects of 
lnnauon, Increased usage orservfces, technotog!cal changes, deductible leveraging, and all 
other factor'$ whJch Increase the cost or claims. 
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Q. Why Is It nectS.Sal)' to haw an accurate er mus of my employees? 

\ Reliable census Information helps us determine premiums and llablllty llmtts tor 
your Stop-l.os.\ polk:y. 

Q. I understand that under the Employee Retirement Income Security Act of 1914 
(BRISA) Stlt-Fimdtd employers may ht uempt ft-wn provldlnf the various mandated 
benefit requJrements that aJI 50 states Impose on Ensured plans, Is this aue? 

.-.\, Yes. The U.S. Supreme Court has ruled that under ERJSA, mn\t employer self• 
funded.. health care programs are exempt from state laws lmposlng benefit require-
ments on runy insured plan,, 

Q. Wliat percentage of group insurance (Involving 50 or more employees) sold by 
Blue Cro&S Blue Shleld of North DaJcota Js Self. Funded? 

A. Approximately 35% or all BCBSND group members m coveted by 
a Solf-Fwtded plan. 

Q, flow la.rp does the group nHd to be to quallly for a Self-Funded 
lnsurance program? 

:-. . We recommend a mlnJmum or 50 employees for Self-Funding a group. 

Q, It my SeU-Fundlns arransement '5n 't worldnf, can I tennlnate the prasram'1 

. \, Yes. In mo.st c~. a rutty Insured program wm be avallable on aMIVP.rsary month, 
However, appllcatlon to convert the group's policy must be made In wrlUng withJn 
31 days prior to the date of term.tnaUon. 

Q. Are spedflc and aggregate Stop-Loss insutance admlnlstetro on an Incurred or pald 

claim basis? 

.. Both methods are available. Most businesses In North Dakota choose an Incurred 
claim basis, largely because the accrual of claJms over the course or a 12-month 
experience period adds more Insurance value, 
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Q, Why do I need Stop-Loss Insurance? 

. ...:. .. A Stop•Loss poUcy will Umlt your ftnanclaJ responslblUty. A •catastrophic el111m• 
coold seriously Impact your compents nnances. A Stop•Lou pollcy wtU pay 
claims once they exceed a r:ertaln level. Stop•Loss coverage ls strongly 
rtcommended (or companies with rewer than 1,000 employees, 

Q, When will my Stop-Loss covera,e be admlnJsteted? 

.\. Your Individual Stop-Lem poUcy will begin when claJms exceed a 
~ned maximum dollar amount. 

Q, A,e there dl/f'erent types of Stop-Loss cwera,e? 

-~.Yes.There are two types or Stop-Loss coverage: Individual and aggregate. 
IndJviduaJ Stop-LO!S coverage wilt provide a Umlt to your HabUlty on an 
lndJvtdual member wts: aggrepte Stop-Lem coverage lhnJts your Uablllty 
on a total group claJms basis. Most Selr-Funded arrangements combine 
both~ of COveraf! • 
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