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AN ACT

RELATING TO INSURANCE; MAKING CHANGES IN PROVISIONS OF THE

HEALTH INSURANCE ALLIANCE ACT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF NEW MEXICO:

Section 1.  Section 59A-56-9 NMSA 1978 (being Laws

1994, Chapter 75, Section 9, as amended) is amended to read:

"59A-56-9.  REINSURANCE.--

A.  A member offering an approved health plan

shall be reinsured for certain losses by the alliance. 

Within six months following the end of each calendar year in

which the member offering the approved health plan paid more

in incurred claims, plus the member's reinsurance premium

pursuant to Subsection B of this section, than seventy-five

percent of earned premiums received by the member on all

approved health plans issued by the member, the member shall

receive from the alliance the excess amount for the calendar

year by which the incurred claims and reinsurance premium

exceeded seventy-five percent of the earned premiums

received by the alliance or its administrator.

B.  The alliance shall withhold from all premiums

that it receives a reinsurance premium as established by the

board:

(1)  for insured small employer groups, the

reinsurance premium shall not exceed five percent of

premiums paid by insured groups in the first year of
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coverage and shall not exceed ten percent of premiums for

renewal years; and

(2)  for eligible individuals, the

reinsurance premium shall not exceed ten percent of premiums

paid by individuals in the first year of coverage or

continuation coverage and shall not exceed fifteen percent

of premiums paid by individuals for renewal years.  In

determining the reinsurance premium for a particular

calendar year, the board shall set the reinsurance premium

at a rate that will recover the total reinsurance loss for

the preceding year over a reasonable number of years in

accordance with sound actuarial principles."

Section 2.  Section 59A-56-11 NMSA 1978 (being Laws

1994, Chapter 75, Section 11, as amended) is amended to

read:

"59A-56-11.  ASSESSMENTS.--

A.  After the completion of each calendar year,

the alliance shall assess all its members for the net

reinsurance loss in the previous calendar year and for the

net administrative loss that occurred in the previous

calendar year, taking into account investment income for the

period and other appropriate gains and losses using the

following definitions:

(1)  net reinsurance losses shall be the

amount determined for the previous calendar year in

accordance with Subsection A of Section 59A-56-9 NMSA 1978
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for all members offering an approved health plan reduced by

reinsurance premiums charged by the alliance in the previous

calendar year.  Net reinsurance losses shall be calculated

separately for group and individual coverage.  If the

reinsurance premiums for either category of coverage exceed

the amount calculated in accordance with Subsection A of

Section 59A-56-9 NMSA 1978, the premiums shall be applied

first to offset the net reinsurance losses incurred in the

other category of coverage and second to offset

administrative losses; and

(2)  net administrative losses shall be the

administrative expenses incurred by the alliance in the

previous calendar year and projected for the current

calendar year less the sum of administrative allowances

received by the alliance, but in the event of an

administrative gain, net administrative losses for the

purpose of assessments shall be considered zero and the gain

shall be carried forward to the administrative fund for the

next calendar year as an additional allowance.

B.  The assessment for each member shall be

determined by multiplying the total losses of the alliance's

operation, as defined in Subsection A of this section, by a

fraction, the numerator of which is an amount equal to that

member's total premiums, or the equivalent, exclusive of

premiums received by the member for an approved health plan

for health insurance written in the state during the
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preceding calendar year and the denominator of which equals

the total premiums of all health insurance written in the

state during the preceding calendar year exclusive of

premiums for approved health plans; provided that total

premiums shall not include payments by the secretary of

human services pursuant to a contract issued under Section

1876 of the federal Social Security Act, total premiums

exempted by the federal Employee Retirement Income Security

Act of 1974 or federal government programs.

C.  If assessments exceed actual reinsurance

losses and administrative losses of the alliance, the excess

shall be held at interest by the board to offset future

losses.

D.  To enable the board to properly determine the

net reinsurance amount and its responsibility for

reinsurance to each member:

(1)  by April 15 of each year, each member

offering an approved health plan shall submit a listing of

all incurred claims for the previous year; and

(2)  by April 15 of each year, each member

shall submit a report that includes the total earned

premiums received during the prior year less the total

earned premiums exempted by federal government programs.

E.  The alliance shall notify each member of the

amount of its assessment due by May 15 of each year.  The

assessment shall be paid by the member by June 15 of each
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year.

F.  The proportion of participation of each member

in the alliance shall be determined annually by the board,

based on annual statements filed by each member and other

reports deemed necessary by the board.  Any deficit incurred

by the alliance shall be recouped by assessments apportioned

among the members pursuant to the formula provided in

Subsection B of this section; provided that fifty percent of

the assessment paid for any member shall be allowed as a

credit on the following annual premium tax return for that

member.

G.  The board may defer, in whole or in part, the

payment of an assessment of a member if, in the opinion of

the board, after approval of the superintendent, payment of

the assessment would endanger the ability of the member to

fulfill its contractual obligations.  In the event payment

of an assessment against a member is deferred, the amount

deferred may be assessed against the other members in a

manner consistent with the basis for assessments set forth

in Subsection A of this section.  The member receiving the

deferment shall pay the assessment in full plus interest at

the prevailing rate as determined by regulation of the

superintendent within four years from the date payment is

deferred.  After four years but within five years of the

date of the deferment, the board may sue to recover the

amount of the deferred payment plus interest and costs. 
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Board actions to recover deferred payments brought after

five years of the date of deferment are barred.  Any amount

received shall be deducted from future assessments or

reimbursed pro rata to

the members paying the deferred assessment."

Section 3.  Section 59A-56-13 NMSA 1978 (being Laws

1994, Chapter 75, Section 13, as amended) is amended to

read:

"59A-56-13.  ALLIANCE ADMINISTRATOR.--

A.  The board may select an alliance administrator

through a competitive request for proposal process.  The

board shall evaluate proposals based on criteria established

by the board that shall include:

(1)  proven ability to administer health

insurance programs;

(2)  an estimate of total charges for

administering the alliance for the proposed contract period;

and

(3)  ability to administer the alliance in a

cost-efficient manner.

B.  The alliance administrator contract shall be

for a period up to four years, subject to annual

renegotiation of the fees and services, and shall provide

for cancellation of the contract for cause, termination of

the alliance by the legislature or the combining of the

alliance with a governmental body.
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C.  At least one year prior to the expiration of

an alliance administrator contract, the board may invite all

interested parties, including the current administrator, to

submit proposals to serve as alliance administrator for a

succeeding contract period.  Selection of the administrator

for a succeeding contract period shall be made at least six

months prior to the expiration of the current contract.

D.  The alliance administrator shall:

(1)  take applications for an approved

health plan from small employers or a referring agent;

(2)  establish a premium billing procedure

for collection of premiums from insureds.  Billings shall be

made on a periodic basis, not less than monthly, as

determined by the board;

(3)  pay the member that offers an approved

health plan the net premium due after deduction of

reinsurance and administrative allowances;

(4)  provide the member with any changes in

the status of insureds;

(5)  perform all necessary functions to

assure that each member is providing timely payment of

benefits to individuals covered under an approved health

plan, including:

(a)  making information available to

insureds relating to the proper manner of submitting a claim

for benefits to the member offering the approved health plan



SB 334
Page 8

and distributing forms on which submissions shall be made;

and

(b)  making information available on

approved health plan benefits and rates to insureds;

(6)  submit regular reports to the board

regarding the operation of the alliance, the frequency,

content and form of which shall be determined by the board;

(7)  following the close of each fiscal

year, determine premiums of members, the expense of

administration and the paid and incurred health care service

charges for the year and report this information to the

board and the superintendent on a form prescribed by the

superintendent; and

(8)  establish the premiums for reinsurance

and the administrative charges, subject to approval of the

board.

E.  The board may require members issuing policies

through the alliance to perform, subject to the oversight of

the board, any or all of the administrative functions of the

alliance related to enrollment, billing or other activity

that members regularly perform in the normal course of

business.  Members shall be required to submit regular

reports to the board of such activities, as specified by the

board.  Members performing such functions shall not be

entitled to receive any portion of the administrative

assessment or any other payment from the alliance for
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performing such services."

Section 4.  REPEAL.--Laws 1994, Chapter 75, Section 35,

as amended by Laws 1997, Chapter 27, Section 1, is repealed. 

Section 5.  EFFECTIVE DATE.--The effective date of the

provisions of this act is July 1, 2001.                      


