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CHAPTER 635
SMALL EMPLOYER HEALTH INSURANCE

635.01 Scope. 635.13 Annual certification of compliance.
635.02 Definitions. 635.15 Temporary suspension of rate regulation.
635.05 Rateregulation. 635.18 Fair marketing standards.
635.11 Disclosure of rating factors and renewability provisions. 635.19 Issuance of coverage in small group market.
Cross-referencesSee definitions in ss. 600.03 and 628.02. (7) “Small employer” means, with respect to a calendar year

) . . andaplan yearan employer that employed an average of at least
635.01 Scope. This chapter applies to @foup health insur 5 pyt not more than 50 employees on business days during the pre
anceplans, policies or certificates, written on risks or operatioRgdingcalendar yeaor that is reasonably expected to employ an
in this state,providing coverage for employees of a smalyyerageof at leas but not more than 50 employees on business
employer,or employees of a small employer and émeployer  gaysduring the current calendar year if the employer was not in
andto individual health insurance policies, written on risks Qfxistenceduring the preceding caiendar yeand that employat
operl?tlonsln this state, plarowdlngfcoveragltla for elmployeeg ct)rf]@astz employees on the first day of the plan year
smail émployey or employees of a smafl employer an € (8) “Small employer insurer” means an insurer that is autho
employerwhen 3 or more argold to or through a small employer rizedto do business in this state, in one or more lines of insurance

History: 1991 2. 391997 a. 27 thatincludes health insurance, and th&éfgroup health benefit
635.02 Definitions. In this chapter: planscovering eligible employees of one or more small employers
in this state, or that sells 3 or more individual health benefit plans

chargeablainder a rating system to small employers with simil a small employgrcovering eligible employeesr the small

L P - : loyer. The term includes a health maintenangmanization
casecharacteristics and the same or similar benefit design eha po . h o
teristicsin the same class of business. ?defmed in s609.01 (2) a preferred providgplan, as defined

u . . N in 5.609.01 (4)and an insurewperating as a cooperative associa
_(Im) “Benefit design characteristics” means covered sefion granized under s485.981t0 185.985 but does not include
vices, cost sharing, utilization management, managed care ngfimited service healtbrganization, as defined in 809.01 (3)
works and other featurethat diferentiate plan or coverage 9) “Small Ket” has th : . 632 745
designs. 26()) mall group market” has the meaning given i632.
(1p) “Bona fide association” has the meaning given in & History: 1091 a, 39250, 1993 a. 12; 1995 a. 289453 1997 a, 27
632.745(3).
(2) “Casecharacteristics” means the demographic, actuariayg5.05 Rate regulation. Notwithstanding ch625, the com
basedcharacteristics of the employees of a small empj@yet missionershall promulgate rules:
theemployerif covered, such as age, sgeographic location and (1) Establishingrestrictions on premium ratdbat a small
occupationused by a small employer insurer to determine prgmpjoyerinsurer may chae a small employer such that the-pre
mium rates for a small employefCase characteristics” doest  miym rates chged to small employers with similar case charac
includeloss or claim historyhealth status, duration obverage teristicsfor the same or similar benefit design characteristics do
or other factors relat_ed to claim experience. o ~ notvary fromthe midpoint rate for those small employers by more
(3) “Class of business” means all or a distinct grouping ofhan35% of that midpoint rate.
small employers determined in accordance with rules promul 2y Establishingrestrictions on increases in premium rates
gatedby the commissioner under&35.05 (4) thata small employer insurer may cbarasmall employer such
(3g) “Employer” has the meaning given in632.745 (6) that:
(3]) “Established geographic service area” means a-geo (a) The percentage increase in the premium rate for a new rat
graphicarea within which a small employer insurer prowdes CO¥hg period does not exceed the sum of the following:
eragean“d that has been app_roved”by the commissioner 1. The percentage change in the new business premium rate
(3k) “Group health benefit plan” has the meangigen in's.  measuredrom the first day of the prior rating perital the first

(1) “Base premium rate” means the lowest premium ra

632.745(9). day of the new rating period, or the percentage change in the base
(3m) “Health benefit plan” hasthe meaning given in s. premiumrate in the case ofdass of business for which the small
632.745(11). employerinsurer is not issuing new policies.

(4m) “Midpoint rate” meanghe arithmetic average of the 2. An adjustment, not to exce@8% per yearadjusted pro
basepremium rate and the corresponding highest premium rafrtionally for rating periods of less than one ydar such rating
(4t) “Network plan” has the meaning givensgr632.745 (19) factorsas claim experience, health status and duration of cover
(5) “New business premiumate” means the premium rate@d€.determined in accordance with the small emplaysureis
chargedor offered to small employers with similar cadearacter atemanual or rating procedures.
isticsin the same class of busindss newly issued health insur 3. An adjustment for a change in case characteristics or in
ancewith the same or similar benefit design characteristics. benefitdesign characteristics, determined in accordance with the
(6) “Rating period” means the period, determined by a smaimallemployer insures rate manual or rating procedures.
employerinsurer during which a premium rate established by the (b) The percentage increase in the premiata for a new rat
smallemployer insurer remains infet. ing period for a policy issued before August 15, 1991, does not
(6m) “Restrictednetwork provision” means a provision@f €xceedhe sum of pa(a) 1.and3., unless premium rates are in
health benefit plan that conditions the payment of benefits, FPmpliancewith the rules promulgated under sb).
wholeor in part, on obtaining services or artidiesn health care (3) Requiring the premium rate of a policy issued before
providersthat have contracted with the small employer insurer faugust15, 1991, to comply with the rules promulgated under sub.
provide health care services or articles to covered individuals.(1) no later than 3 years after August 15, 1991.
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(4) Definingthe terms necessafigr compliance with this sec insureror that the suspension would enhance thieieficy and

tion. fairnessof the small employer health insurance market.
(5) Ensuringthat small employers are classified using objec History: 1991 a. 39250
tive criteria.

835.18 Fair marketing standards. (1) Every small
employerinsurer shall actively market health benefit plan cover
ageto small employers in the state.

(2) (a) Except as provided in pép), a small employer insurer
635.11 Disclosure of rating factors and renewability ~ or an intermediarynay not, directly or indirectydo any of the
provisions. (1m) Before the sale of a plan or policy subject tdollowing:

(6) Ensuringthat rating factors are applied objectively an
consistentlywithin a class of business.
History: 1991 a. 39250,

this chapter a small employer insurer shall discldsea small 1. Discourage a small employer from applying, or direct a
employerall of the following: smallemployer not to applyor coverage with the smaimployer

(a) The small employeinsurets right to increase premium insurerbecause of the health status, claims experience, industry
ratesand the factors limiting the amount of increase. occupationor geographic location of the small employer

(b) The extent to which benefit design characteristics and case 2. Encourage or direct a small employer to seek coverage
characteristicaffect premium rates. from another insurer because of the health status, claims -experi

(c) The extent to which rating factors aclianges in benefit ence,industry occupation or geographic location of the small
designcharacteristics and case characteristitacathanges in €mployer.
premiumrates. (b) Paragraplfa) does not prohibit a small employer insurer
(d) The small employés renewability rights. or an intermediary from providing a small employer with informa
(e) As partof the small employer insurersolicitation and tion about an established geograpbévice area or a restricted

salesmaterials, the availability of the information under.gar Networkprovision of the small employer insurer

o (3) (a) Except as provided in péb), a small employer insurer
mii(tfi)ongpon the request of trsmall employethe following infor may not, directlyor indirectly enter into any contract, agreement

1 Th - ianv of the ol i lating t or arrangement with an intermediary that provides faresults
L. Ihe [Z:‘_O_VISIOHS,I lany of the pian or policy relating 1o pre i, compensation to an intermediary for the sale of a health benefit
existing condition exclusions. planthat varies according to the health status, clarperience,

2. The benefits and premiums available under all health+insi{dustry,occupatioror geographic location of the small employer
ance coverage wfedbythe small employer insurer for which theor e||g|b|e emp|0yees or dependentsl

smallemployer is. qualifieq. ) ) . (b) Payment of compensation on the basis of percentage of pre
(2m) Information required to be disclosed under this sectigfijum is not a violation of pata) if the percentage does not vary
shall be provided in a manner that is understandable to a sniikedon the health status, claims experience, industgupation

employerand shall be sfitient to reasonably inform amall o1 geographic area of the smathployer or eligible employees or
employerof the small employeés rights and obligations under thegependents.

healthinsurance coverage. . . , (4) A small employer insurer may not terminate, fail to renew

_ (3m) A small employer insurer isot required under this sec oy |imit its contract or agreement of representatigin an inter

tion to disclose information thds proprietary or trade secretmediaryfor any reason related to the heaithtus, claims experi

informationunder applicable law ence,occupation or geographic location of the small employers or
History: 1991 a. 39250 315 1997 a. 27 eligible employees or their dependents placed bijnteemediary

e . with the small employer insurer

635.13 Annual certification of compliance. A I | . . di
(1) Recorps. A small employer insurer shall maintain at its prin, () A small employer insurer or antermediary may not
cipal place of business complete and detailszbrds relating to Induceor otherwiseencourage a small employer to separate or
its rating methods and practices and its renewal underwritigg"e%""fj‘?exc'“de an emplk?yﬁe froml health cc;veragbemeflts
methodsand practices, and shall make the records available to BigVidedin connection with the employeeemployment.
commissioneupon request. (6) Denialby a small employer insurer of an application for

(2) CerTiFicaTioN. A smallemployer insurer shall file with coveragdrom a small employer shall be in writing and shall state

the commissioner on or before May 1 annually an actuagiat € réason or reasons for the denial. _
ion by a membeof the American academy of actuaries certifying (7) A 3rd—party administrator that enters into a contract,

all of the following: agreemenbr other arrangement with a small employer insurer to
(a) That the small employer insurer is in compliance with tHyovideadministrativemarketing or other services related to the
rateprovisions of s635.05 offering of health benefit plans tamallemployers in this state is

(b) That the small employer insuterating methods are balseosubjectto this chapter as if it were a small employer insurer

on generallyaccepted and sound actuarial principles, policies and (8) The commissioner may by rule establish additional stan
procedures. dardsto provide for the faimarketing and broad availability of

(c) That the opinion is based on the actumpramination of healthbgneflt plans t(_) small employers in this state.
. ? History: 1991 a. 250315, 1997 a. 27
the small employer insuré& records and a review of the small
employerinsurets actuarial assumptions and statistical metho 5.19
used in setting rates and procedures used in implementing ragng’
plans.
History: 1991 a. 39250, 1997 a. 27

Issuance of coverage in small group market.
lﬂg (a) Except as provided in sul®) to (6), a small employer
insurerthat ofers a group health benefitan in the small group
marketshall do all of the following:

635.15 Temporary suspension of rate regulation. The 1. Accept any small employer in the state that applies for such
commissionemay suspend the operation of all or any part of §overage.
635.05with respect to one or more small employfnrsone or 2. Accept for enrollment under such coverage any eligible

morerating periods upon the written request of a small employiedividual who applies for enrollment during the periodaihich
insurerand a finding by the commissioner that the suspensiortlie individual first becomes eligible to enroll under the terms of
necessaryn light of the financiatondition of the small employer the group health benefit plan.
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3. Place no restriction on an eligible individual under (gr 2. That the insurer is applying this paragraph uniformiglto
thatis inconsistent with $32.7460r 632.748 smallemployers in the small group market in the statcord

(b) For purposes of this section, whether an individual is @&fncewith applicable state law and without regard to the claims
“eligible individual” in relation to a small employer shall be deteexperienceof those small employers dheir employees or

minedin accordance with all of the following: employees'dependents or any othieealth status—related factor
1. The terms of the group health benefit plan under which tREthose employees or their dependents.
individual is applying for enroliment. (b) A small employer insurer that denies coverage under par

(a) may not ofer a group health benefit plan in the small group
marketin the state for 180 days after the date on which the cover
fgewas denied or until the insurer demonstrates to the commis

2. Rules of the small employer insurefesing the group
health benefit plan under which the individual is applying fo

enrolimentwhich rules must apply uniformly in this state to Smasmnerthat the insurer has digient financial reserves to under

employersin the small group market. . write additional coverage, whichever is later
3. All state laws that apply to small employer insurers and the (4) Subsectior(1) shall not be construed to preclude a small

smallgroup market. employerinsurer from establishing, for thefefing of a group

(2) (a) A small employer insurer thatfefs a groughealth . D
benefitplan in the smaljroup market through a network plan ma)?ealthbeneflt plan in the small group market, any of the follow

LY ng:
doany qf t.he following: (a) Rules or requirements relating to the minimum level or
1. Limit the small employers that may apply for such ceveg,

- A e A A Y - mountof small employer contribution toward the premiton
ageto those with eligible individuals wheside, live or work in e enroliment of participants and beneficiaries.
the service area of the network plan.

. : (b) Rules orequirements relating to the minimum number or
2. Within the service area of the network pleany such cov  percentagef participants or beneficiaries that musteseolled

erageto small employers if the smamployer insurer demen i, reation to a specified number or percentageligible indivic
stratesto the commissioner all of the following: ualsor employees of a small employer

_a. That the insurer does not have the capacity to deliver ser (5) sybsection(1) does not apply to a group health benefit
vicesadequately to enrollees afy additional groups because opjan offered by a small employer insurer in the small group market
its obligations to existing group contract holders and enrolleess | of the following apply:

b. That the insurer is applying this subdivision uniformly to (a) The group health benefit plan igaed in the small group
all small employers without regard to thlaims experience of marketonly through one or more bona fide associations.
thosesmallemployers or their employees or employees’ depen (b) The small employer insurerfefing the group healthene
dentsor any other health status-—related factor of tievsployees it 5jan makes the coverage availatdell members of a bona fide

or their dependents. associatiorregardless of any health status—-reldterors of the

(b) A small employer insurer that denies coverage under pgfembersor individuals eligible for coverage through timem
(a) 2.in any service area may nofesfcoverage in the small grouppers.

marketin thatservice area for 180 days after the date on which the(c) The small employer insurerfefing thegroup health bere

coveragewas denied. ) fit plan complies with any rules of the commissioner that are rea
(3) (@) A small employer insurer thatfefs a grouphealth  sonablydesigned to prevent the use of an associétiorisk seg

benefitplanin the small group market may deny small employefgentation.

coveragaundersuch a plan in the small group market if the small (6) Thecommissioner may by rule permit an exception to sub.

employerinsurer demonstrates to the commissioner all of the fc(h) with respect to amall employer for which coverage is nonre

lowing: . o newedor discontinued for a reason specified undéBg.749 (2)
1. That the insurer does not have the financial reserves-negggor (b).

saryto underwrite additional coverage. History: 1997 a. 27
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