vp Senate
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General Assembly File No. 570
February Session, 2024 Senate Bill No. 372
Senate, April 22, 2024

The Committee on Appropriations reported through SEN.
OSTEN of the 19th Dist., Chairperson of the Committee on the
part of the Senate, that the bill ought to pass.

AN ACT CONCERNING PAYMENTS BY INSURANCE COMPANIES
FOR DEPOSIT INTO THE INSURANCE FUND.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

—_

Section 1. Section 38a-47 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2024):

N

(a) All domestic insurance companies and other domestic entities

subject to taxation under chapter 207 shall, in accordance with section

3
4
5 38a-48, as amended by this act, annually pay to the Insurance
6  Commissioner, for deposit in the Insurance Fund established under
7

section 38a-52a, an amount equal to:

8 (1) The actual expenditures made by the Insurance Department

9 during each fiscal year; [, and the actual expenditures made by the
10  Office of the Healthcare Advocate, including the cost of fringe benefits
11  for department and office personnel as estimated by the Comptroller;]

12 (2) [The] For only domestic insurance companies, including domestic
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health care centers, that have written policies of health insurance, as

defined in section 38a-469, in this state during the preceding calendar

yvear, the actual expenditures made by the Office of the Healthcare

Advocate, including the cost of fringe benefits for department and office

personnel as estimated by the Comptroller;

(3) For only domestic insurance companies, including domestic

health care centers, that have written policies of health insurance, as

defined in section 38a-469, in this state during the preceding calendar

year, the amount appropriated to the Office of Health Strategy from the
Insurance Fund for the fiscal year, including the cost of fringe benefits
for office personnel as estimated by the Comptroller, which shall be
reduced by the amount of federal reimbursement received for allowable

Medicaid administrative expenses;

[(3)] (4) The expenditures made on behalf of the department and said
offices from the Capital Equipment Purchase Fund pursuant to section
4a-9 for such year, but excluding such estimated expenditures made on
behalf of the Health Systems Planning Unit of the Office of Health
Strategy; and

[(4)] (5) The amount appropriated to the Department of Aging and
Disability Services for the fall prevention program established in section

17a-859 from the Insurance Fund for the fiscal year.

(b) The expenditures and amounts specified in subdivisions (1) to
[4)] (5), inclusive, of subsection (a) of this section shall exclude
expenditures paid for by fraternal benefit societies, foreign and alien
insurance companies and other foreign and alien entities under sections
38a-49 and 38a-50.

(c) Payments shall be made by assessment of all such domestic
insurance companies and other domestic entities calculated and
collected in accordance with the provisions of section 38a-48, as
amended by this act. Any such domestic insurance company or other

domestic entity aggrieved because of any assessment levied under this
section may appeal therefrom in accordance with the provisions of
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section 38a-52.

Sec. 2. Subsections (a) to (c), inclusive, of section 38a-48 of the general
statutes are repealed and the following is substituted in lieu thereof
(Effective July 1, 2024):

(@) (1) On or before June thirtieth, annually, the Commissioner of
Revenue Services shall render to the Insurance Commissioner a
statement certifying the amount of taxes or charges imposed on each
domestic insurance company or other domestic entity under chapter 207
on business done in this state during the preceding calendar year. The
statement for local domestic insurance companies shall set forth the
amount of taxes and charges before any tax credits allowed as provided
in subsection (a) of section 12-202.

(2) Upon receipt of the statement described in subdivision (1) of this

subsection, the Insurance Commissioner shall prepare a statement of the

amount of taxes or charges imposed on each domestic insurance

company or other domestic entity under chapter 207 that wrote policies

of health insurance, as defined in section 38a-469, in this state. Such

amount shall be that as certified by the Commissioner of Revenue

Services in accordance with subdivision (1) of this subsection.

(b) On or before July thirty-first, annually, the Insurance
Commissioner and the Office of the Healthcare Advocate shall render
to each domestic insurance company or other domestic entity liable for
payment under section 38a-47, as amended by this act:

(1) A statement that includes, as separate line items, for the fiscal year

beginning July first of the year such statement is rendered: (A) [the] The

amount appropriated to the Insurance Department [] from the

Insurance Fund established under section 38a-52a, (B) the amount

appropriated to the Office of the Healthcare Advocate [and] from the
Insurance Fund, (C) the amount appropriated to the Office of Health

Strategy from the Insurance Fund, [established under section 38a-52a
for the fiscal year beginning July first of the same year, (B)] (D) the cost
of fringe benefits for department and office personnel, [for such year,]
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as estimated by the Comptroller, [(C)] (E) the estimated expenditures on
behalf of the department and the offices from the Capital Equipment
Purchase Fund pursuant to section 4a-9, [for such year,] not including
such estimated expenditures made on behalf of the Health Systems
Planning Unit of the Office of Health Strategy, and [(D)] (F) the amount
appropriated to the Department of Aging and Disability Services for the
fall prevention program established in section 17a-859 from the

Insurance Fund; [for the fiscal year;]

(2) [a] A statement of (A) (i) the total taxes imposed on all domestic
insurance companies and domestic insurance entities under chapter 207
on business done in this state during the preceding calendar year, and

(i) each such company's or entity's proportionate share of such total,

and (B) (i) the total taxes imposed under chapter 207 on only those

domestic insurance companies and entities that provided health

insurance, as defined in section 38a-469, in this state during the

preceding calendar vear, and (ii) each such company's or entity's

proportionate share of such total; and

(3) [the] The proposed assessment against that company or entity,
calculated in accordance with the provisions of subsection (c) of this
section, provided for the purposes of this calculation the amount
appropriated to the Insurance Department, the Office of the Healthcare
Advocate and the Office of Health Strategy from the Insurance Fund
plus the cost of fringe benefits for department and office personnel and
the estimated expenditures on behalf of the department and the office
from the Capital Equipment Purchase Fund pursuant to section 4a-9,
not including such expenditures made on behalf of the Health Systems
Planning Unit of the Office of Health Strategy shall be deemed to be the
actual expenditures of the department and the office, and the amount
appropriated to the Department of Aging and Disability Services from
the Insurance Fund for the fiscal year for the fall prevention program
established in section 17a-859 shall be deemed to be the actual
expenditures for the program.

(c) (1) The proposed assessments for each domestic insurance
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company or other domestic entity shall be calculated by (A) allocating
twenty per cent of the amount to be paid under section 38a-47, as

amended by this act, among the domestic entities organized under
sections 38a-199 to 38a-209, inclusive, and 38a-214 to 38a-225, inclusive,
in proportion to their respective shares of the total taxes and charges
imposed under chapter 207 on such entities on business done in this
state during the preceding calendar year, and (B) allocating eighty per
cent of (i) the amount to be paid under subdivisions (1), (4) and (5) of

subsection (a) of section 38a-47, as amended by this act, among all

domestic insurance companies and domestic entities, and (ii) the

amount to be paid under subdivisions (2) and (3) of subsection (a) of

section 38a-47, as amended by this act, among only those domestic

insurance companies and entities that provided health insurance in this

state during the preceding calendar vear, in each case other than those

organized under sections 38a-199 to 38a-209, inclusive, and 38a-214 to
38a-225, inclusive, in proportion to their respective shares of the total
taxes and charges imposed under chapter 207 on such domestic
insurance companies and domestic entities on business done in this state
during the preceding calendar year, provided if there are no domestic
entities organized under sections 38a-199 to 38a-209, inclusive, and 38a-
214 to 38a-225, inclusive, at the time of assessment, one hundred per cent

of the amount to be paid under section 38a-47, as amended by this act,

shall be allocated among such domestic insurance companies and

domestic entities.

(2) When the amount any such company or entity is assessed
pursuant to this section exceeds twenty-five per cent of the actual
expenditures of the Insurance Department, the Office of the Healthcare
Advocate and the Office of Health Strategy from the Insurance Fund,
such excess amount shall not be paid by such company or entity but
rather shall be assessed against and paid by all other such companies
and entities in proportion to their respective shares of the total taxes and
charges imposed under chapter 207 on business done in this state during
the preceding calendar year, except that for purposes of any assessment
made to fund payments to the Department of Public Health to purchase
vaccines, such company or entity shall be responsible for its share of the
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costs, notwithstanding whether its assessment exceeds twenty-five per
cent of the actual expenditures of the Insurance Department, the Office
of the Healthcare Advocate and the Office of Health Strategy from the
Insurance Fund. The provisions of this subdivision shall not be
applicable to any corporation which has converted to a domestic mutual
insurance company pursuant to section 38a-155 upon the effective date
of any public act which amends said section to modify or remove any
restriction on the business such a company may engage in, for purposes
of any assessment due from such company on and after such effective
date.

This act shall take effect as follows and shall amend the following
sections:

Section 1 July 1, 2024 38a-47
Sec. 2 July 1, 2024 38a-48(a) to (c)
APP Joint Favorable
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The following Fiscal Impact Statement and Bill Analysis are prepared for the benefit of the members of
the General Assembly, solely for purposes of information, summarization and explanation and do not
represent the intent of the General Assembly or either chamber thereof for any purpose. In general,
fiscal impacts are based upon a variety of informational sources, including the analyst’s professional
knowledge. Whenever applicable, agency data is consulted as part of the analysis, however final

products do not necessarily reflect an assessment from any specific department.

I
OFA Fiscal Note

State Impact: None

Municipal Impact:

Municipalities Effect FY25$ FY 26 $
Various Municipalities Potential See Below See Below
Cost
Explanation

The bill has no fiscal impact to the state because it does not change
the total amount of revenue being collected by the Insurance Fund
general assessment.! To the extent the shift of assessment costs onto
health insurers is passed on in the form of higher health insurance
premiums, the bill results in a potential cost to municipalities that
purchase commercial health insurance in the fully-insured market
beginning as early as FY 25.

The bill specifies that only domestic insurers and other entities (e.g.,
HMOs) that wrote policies of health insurance in the preceding calendar
year be assessed to fund the Office of the Healthcare Advocate (OHA)
and Insurance Fund portion of the Office of Health Strategy (OHS).2
Together, those budgets equal approximately $17.8 million in FY 25.

Currently, all types of domestic insurers and other domestic entities pay

1The general assessment funds the budgets of the Insurance Department, Office of the
Healthcare Advocate, part of the Office of Health Strategy, and various other accounts
that have appropriations totaling approximately $58.2 million for FY 25.

2An exception to this would occur if the assessment on a single entity is greater than a
quarter of the expenditures of the Insurance Department, Office of the Healthcare
Advocate, and Office of Health Strategy from the Insurance Fund.
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a share of the total assessment based on their Connecticut tax liability in

the preceding calendar year.

For context, an Office of Fiscal Analysis examination of 2018 tax
filings estimated that approximately 79 percent of the FY 19 general
assessment was paid by domestic entities writing any accident or health
policies. To the extent that that percentage reflects the share of OHA and
OHS costs health insurers already pay, the bill would shift the
remaining 21 percent (approximately $3.7 million in FY 25) of the part
of the assessment that funds the OHA and OHS budgets onto health

carriers instead of other types of domestic insurers.

The Out Years

The annualized ongoing fiscal impact identified above would
continue into the future subject to inflation and changes in the Insurance
Fund budgets of OHA and OHS.
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OFA Bill Analysis
SB 372

AN ACT CONCERNING PAYMENTS BY INSURANCE COMPANIES
FOR DEPOSIT INTO THE INSURANCE FUND.

SUMMARY:

This bill limits the type of domestic insurance entities required to pay
the portion of the Insurance Fund general assessment that supports the
budgets of the Office of the Healthcare Advocate (OHA) and the Office
of Health Strategy (OHS). Under the bill, this portion of the general
assessment applies only to domestic insurance companies and entities
that have written policies of health insurance in the state in the

preceding calendar year, except in one circumstance.

The bill also makes related technical and conforming changes to the
statutory requirements for determining and notifying insurers of their

annual assessment amounts.

EFFECTIVE DATE: July 1, 2024

New Assessment Methodology
Assessment to Fund OHA and OHS

Existing law requires domestic insurance companies as well as
hospital and medical service corporations (i.e., HMOs) to annually pay

the Insurance Commissioner an assessed amount equal to:

(1) the actual expenditures, including fringe benefits, of the

Insurance Department,
(2) the actual expenditures, including fringe benefits, of OHA,

(3) OHS Insurance Fund appropriations, as reduced by the amount
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of federal reimbursement received for allowable Medicaid

administrative expenses,

(4) the expenditures made on behalf of the Insurance Department,
OHA, and OHS from the Capital Equipment Purchase Fund,
excluding expenditures made on behalf of the Health Systems
Planning Unit of OHS, and

(5) an amount that covers the Department of Aging and Disability

Services’ fall prevention Insurance Fund program appropriation.

Under the bill, items (2) and (3) above will only be assessed on
insurance companies and HMOs that wrote health insurance policies in
the state in the preceding calendar year (see Background). Other types of
domestic insurers will not be responsible for paying a share of the OHA

expenditures and OHS budget in the Insurance Fund.

As under existing law, the bill requires the Insurance Commissioner

to deposit these payments in the Insurance Fund.

Calculating Insurer Liability

Existing law and the bill require the Commissioner of Revenue
Services, on or before June 30th annually, to provide the Insurance
Commissioner with a statement of the Connecticut insurance premium
taxes imposed on domestic insurance companies and entities during the

preceding calendar year.

The bill requires the Insurance Commissioner to use that statement
to prepare an additional statement of the amount of insurance premium
taxes imposed on those domestic companies and entities that
specifically wrote policies of health insurance in the state in the

preceding year.

Currently, the Insurance Commissioner then provides a statement to
each domestic entity liable under the general assessment that lists: (1)
the amounts being funded through the assessment, (2) a statement of

the total insurance premium taxes imposed on domestic insurance
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companies and entities on Connecticut business in the preceding
calendar year, and (3) the proposed assessment against that company or

entity.

Under the bill, the Insurance Commissioner’s statement to each liable

domestic entity must include:

(1) the accounts supported by the Insurance Fund to be funded as
separate line items and for the fiscal year beginning July 1 of the year

the statement is sent and the corresponding appropriations,

(2) the total insurance premium taxes and subscriber charges
imposed on all domestic companies and entities, and each company’s or

entity’s share of that total amount,

(3) the total insurance premium taxes and subscriber charges
imposed on companies and entities providing health insurance, and
each company’s or entity’s share of that total amount, and

(4) the proposed assessment against each company or entity.

Under the bill, the portion of the assessment related to the budgets of
OHA and OHS is divided only among those domestic companies or
entities that provided health insurance in the state, in accordance with
their share of the insurance premium taxes imposed on that group. The
remaining portion of the assessment that funds the Insurance
Department and other accounts is divided among all domestic insurers
and entities in proportion to the entity’s share of the total insurance
premium taxes, as the whole assessment is calculated under current law.

Unchanged by the bill, when the amount any such company or entity
would be assessed exceeds 25 percent of the actual expenditures of the
Insurance Department, OHA, and OHS (from the Insurance Fund), the
excess amount is assessed against and paid by all other domestic
companies and entities in proportion to their respective shares of the
total insurance premium taxes imposed. The bill appears to require
entities that did not write health insurance in the preceding year to
partially support the budgets of OHA and OHS under this scenario.
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BACKGROUND
Health Insurance Definition

Existing law (§§ 38a-469) defines “health insurance” as insurance
providing benefits due to illness or injury, resulting in loss of life, loss
of earnings, or expenses incurred. It includes long-term care insurance,
coverages of several types (e.g., disability income protection, travel
health and accident-only, stand-alone dental and vision, and Medicare
and TriCare supplemental), as well as the hospital and medical expense

or services coverages most commonly associated with the term.

COMMITTEE ACTION

Appropriations Committee

Joint Favorable
Yea 50 Nay 2 (04/04/2024)

SB372/ File No. 570 12



