




19.8069.01000 FISCAL NOTE
Requested by Legislative Council

12/21/2018

Bill/Resolution No.: SB 2102

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues $15,000 $10,000

Expenditures

Appropriations

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political  
subdivision.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

SB 2102 repeals chapter 26.1-53 relating to discount medical plans and replaces it with chapter 26.1-53.1. The new 
chapter modernizes the language and provides the state with more regulatory authority. It also includes a 
registration requirement for discount plan organizations.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

Section 1 of the bill creates 26.1-53.1-03, requiring discount plan organizations to register with the state and submit 
an initial application fee of $500. It also requires annual renewals of the registration with a $250 fee.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.

It is estimated that 20 applications will be received in the first year, and 20 renewals will be received in each 
subsequent year, with the funds being deposited into the Insurance Regulatory Trust Fund.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

This bill has no fiscal impact to expenditures.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

This bill has no fiscal impact to appropriations.
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Agency: Insurance Department

Telephone: 328-2930
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Committee Clerk: Amy Crane 

 

Explanation or reason for introduction of bill/resolution: 

 
Relating to discount plans; relating to medical plans.  
 

Minutes:                                                 Att. # 1 – Helene Herauf 

Chairman Klein: Opened the hearing on SB. All members were present.   
 
Helene Herauf, Legal Counsel, North Dakota Insurance Department: See Attachment #1 
on testimony in support of the bill.  
 
(4:27)Vice Chairman Vedaa: Are there licensed insurance agents selling these products? 
Do you need to be licensed to sell these? 
 
Helene: We don’t know how many products are being sold. I don’t believe that they would 
have to be licensed as an insurance agent because it’s not an insurance product. We don’t 
have any idea how many people who are selling in the state.  
 
Vice Chairman Vedaa: Would this require those companies to put disclaimers in their 
advertisements to cover North Dakota?  
 
Helene: If they are marketing in North Dakota, any marketing materials at all, the marketing 
limitations would have to be complied with.  
 
Chairman Klein: How would we know who is selling these? Is it somebody out on main 
street or through the internet?  
 
Helene: There’s no way for us to know right now, speculatively I would have to say that I 
doubt that there’s anyone just hanging out in downtown Bismarck selling these as part of 
their package.  
 
Chairman Klein: There are complaints coming from where? 
 
Helene: The complaints that we have been seeing are from larger, national corporations and 
companies that do this, this is their job this what they sell. So those are the complaints that 
we’re getting.  
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Chairman Klein: Can you give me an example of a large major company? If somebody 
asked me who are these companies selling these sort of things in North Dakota? 
 
Helene: I’ve been told I can tell you the name Unified life. There are a number of them and 
they’re not all bad. We do have some companies that are acting poorly but I don’t want to 
give you the names of some legitimate ones and have them lumped in with these poor ones 
as well. 
 
Senator Kreun: What about the supplemental health insurance programs like dental and 
vision? 
 
Helene: There is a bundled products component, so if something is bundled with, then the 
larger product must clearly identify what the discount plan component is separately from wha 
the major med component is. So the discount plan components of the bill would apply to that 
part.  
 
Senator Kreun: Okay that’s the major medical, what about the supplemental medical 
programs that go with your major medical if you’re on Medicare or Medicaid type scenario? 
 
Helene: It would be the same, the discounted plan would have to be disclosed to you so that 
you would know 
 
Senator Kreun: Its separated out so that.  
 
Helene: Yes.  
 
Chairman Klein: So we are repealing the old language in its entirety, the chapter is gone 
and we are just laying out all the new rules that identify what we’re currently talking about 
here? So it’s a fresh slate, we’ve cleaned it all up, there’s gonna be no crossover? 
 
Helene: Yes, we took the whole thing out and we’re starting new with 53.1, we took the good 
parts of that pull and put it into this one and kind of pieced it. We looked at other bills, we 
looked at South Dakota, Iowa, the NEIC model and have tried to take the best of all laws and 
bills that we could. 
 
Chairman Klein: Closed the hearing on SB 2102.  
 
Senator Kreun: Moved a Do Pass.  
 
Senator Roers: Seconded.  
 
A Roll Call Vote Was Taken: 6 yeas, 0 nays, 0 absent.  
 
Motion Carried.  
 
Senator Kreun will carry the bill.  
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Committee Clerk:  Ellen LeTang 

 

Explanation or reason for introduction of bill/resolution: 

 
Discount medical plans. 
 

Minutes:                                                 Attachment 1, 2 

 
Chairman Keiser:  Opens the hearing on SB 2102. 
 
Helene Herauf~Legal Counsel-ND Insurance Department:  Attachment 1.  Amendment 
on back of her testimony. 
 
8:30 
 
Rep Adams:  Do you also require all the marketing materials for the major insurance 
companies? 
 
Helene Herauf:  Not all, but it’s easier to understand for the major medical ones.  There is a 
higher confusability for discount plans in the marketing industry. 
 
Rep Adams:  Is this the marketing material you would want (attachment 1) or is it ads on 
TV? 
 
Helene Herauf:  I do believe this would be ok. 
 
Rep D Ruby:  Are there any providers offering some kind of policy as well? 
 
Helene Herauf:  I believe there probably are providers that are offering discounts for their 
direct primary care.  I believe that is what primary care is intended to do.  I think it’s different 
when a contract between a provider & a consumer.  There is less likely going to be abuses. 
 
Rep D Ruby:  You mentioned that some people are under the assumption that they have 
major medical coverage, has the department had some examples happening in ND? 
 
Helene Herauf:  I do believe so but we have heard from other states. 
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Rep M Nelson:  I see the discount plans defined & discount pharmacy plans.  Are we 
including these discount plans? 
 
Helene Herauf:   Absolutely, we are. 
 
Rep M Nelson:  I ran into a lady who thought she had a pharmacy & didn’t, this is the type 
of thing we are addressing? 
 
Helene Herauf:  Absolutely. 
 
Rep Laning:  The marketing materials, I see a heavy volume of mailings, is there electronic? 
How is it going to be handled? 
 
Helene Herauf:  Yes, we do intend to look at all the materials, including electronically.  We 
want to protect consumers. 
 
Rep Kasper:  Page 11, line 6 & line 24, the law is saying  the plan cannot pay to provide a 
single penny, is that correct? 
 
Helene Herauf:  Yes. 
 
Rep Kasper:  The provider isn’t getting money from any member from the discount?  They 
can’t balance bill?  In other words, the discount, there is a big decrease in a fee.  They can’t 
get any money from the plan’s sponsor & they can’t take any extra money from the member 
except the discounted price.  Why would  they accept a plan like this? 
 
Helene Herauf:  It similar to insurance.  If they choose to become part of this discount plan 
program.  They agree to a charge, it will be similar when they sign up with an insurer, except 
when they are with the insurer, they get the money from the insurer.  If there was a discount 
plan, they would get that money from the consumer.  If the consumer doesn’t have insurance 
or a discount plan, they pay more. 
 
Rep Kasper:  That’s not my questions.  The normal charge is $100.  If you are a member of 
the discount plan, you only pay $50.  The dentist cannot receive any reimbursement from the 
plan & he cannot charge the customer more than the $50 that the discount pays.  So the 
dentist is taking $50 loss to accept the discount price.  Why would they do this? 
 
Helene Herauf:  It a way to get consumers to come through the door. 
 
Rep Kasper:  That’s the assumption, but if they don’t need more consumers? 
 
Helene Herauf:  Then they don’t need to sign up to be part of the discount plan. 
 
Rep Kasper:  I find it hard to find the value added to join the plan. 
 
Rep Laning:  In review of the material, will the department be reviewing all the material prior? 
 
Helene Herauf:  Yes, we would review prior when they register & upon renewal. 
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Rep Laning:  Do you see this as requiring more personnel in your department? 
 
Helene Herauf:  No, we do not. 
 
Rep Kasper:  Page 8, line 27, can you tell us what that section does? 
 
Helene Herauf:  It’s the unfair methods & competition or deceptive acts/practices.  You can’t 
use prohibited practices. 
 
Rep Schauer:  I’m concerned that we are creating a law for a problem that doesn’t exist at 
this point.  Do you have any more information that it’s a real issue? 
 
Helene Herauf:  Yes, it is a problem & we’ve had specific complaints. 
 
Rep Kasper:  The marketing piece from private, so I’m assuming that private agents are 
selling the product.  Are they paid commission to the people who are marketing it for them? 
 
Helene Herauf:  I don’t know the answer to that. 
 
Chairman Keiser:  In this bill you declare it, not an insurance product that eliminated the 
application of all the suitability sections of the law, I assume. 
 
Helene Herauf:  I believe so. 
 
William Sherman~ND Dental Association:  We want to thank the Insurance Department.  
To answer the question, we have not had an issue.  We are not seeing a lot of coverage from 
these plans. 
 
Rep Kasper:  What is the value to the dentist.  Why would a dentist accept a discount plan 
& when he might be cutting his fees by 50%?  He’s not getting any reimbursement & he is 
taking a lower price for service.  
 
William Sherman:  To attract patients if they are building a practice. 
 
Rep Kasper:  Would they sign a contract with the discount provider or is it a verbal 
agreement? 
 
William Sherman:  I don’t know the nuances of these contracts. 
 
Andy Askew~Consumer Health Alliance:  We are in support but want to offer a friendly 
amendment.  Introduces Allen Erenbaum. 
 
Allen Erenbaum~Consumer Health Alliance:  Attachment 2.  Amendment in testimony. 
 
40:00 
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Rep Kasper:  Do you license sub-agents/marketers or a national association or both?  Can 
you explain your relationship with the plan marketing & the plans themselves? 
 
Allen Erenbaum:  The consumer health alliance is the national trade association of discount 
health care companies.  We are the industry trade group.  Our member companies are a 
combination of those what we call “program operators” & “marketers.  The program operators 
are the ones that would get registered under the bill.  They put together the networks of 
providers & provide a full range of other services.   
 
The selling is through marketing entities which can be anybody, including insurance agents.   
 
Rep Kasper:  The national marketing organization.  They have distributors all across the US. 
The marketing organization would develop the discount plan, then offer it to the sub-
distributor/agents to market the product to their customers.  Is this how it works? 
 
Allen Erenbaum:  Yes. 
 
Rep Kasper:  I assume that there are commissions paid to the marketing organization.  How 
does the compensation flow from the distributor that selling it to the customer & the marketing 
organization that designed the product? 
 
Allen Erenbaum:  The consumer will pay the discount organization; some will be remitted 
to the marketing organization or individual agent. 
 
Rep Kasper:  The billing end would be marketing organization & they will pay out the 
commissions. 
 
Allen Erenbaum:  Correct. 
 
Rep Kasper:  The marketing organization develops the sales material & provides it to these 
agents around the country.  The agents don’t develop their own sales material, it’s the 
marketing organization because it’s approved.  Therefore, we are only talking about getting 
these types of marketing materials from the organization who developed the product.  Why 
would that be so onerous? 
 
Allen Erenbaum:  If you are only selling two plans, it would not be onerous but that company 
is all one discount organization.   
 
Rep Kasper:  They are all the same except for the name of the company that is marketing 
it? 
 
Allen Erenbaum:  It’s not completely the same.  First, it’s all approved by the discount 
organization.  They are going to see everything & they are going to approve everything. 
 
Rep Kasper:  What is so onerous about them submitting that to the insurance department 
for review when they have it all? 
 
Allen Erenbaum:  We are talking about potentially, thousands of pages. 
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Rep Kasper:  They are looking at thousands of pages & approving thousands of pages.  
Electronically, it could be quicker. 
 
Allen Erenbaum:  I would somewhat disagree in terms that they are approving everything. 
 
Rep Kasper:  One central location because they are marketing their product. 
 
Allen Erenbaum:  There is the volume & change of materials.  They are updated constantly. 
 
Rep Kasper:  So, there is an electronic copy of it someplace?  I am suggesting it’s simple.  
These  marketing organizations will get their various networks in the state & the people who 
sell the product & give the consumer the network for providers.  Is VSP one of your clients 
or independent?  
 
Allen Erenbaum:  There are not part of our association but VSP is a provider to our discount 
plan network.   
 
Rep Kasper:  Where is it to the provider’s benefit, to accept a discount, if they are already 
busy & don’t need it? 
 
Allen Erenbaum:  There may not be, they don’t have to sign up.  We want only providers 
who want to participate. 
 
Rep Kasper:  Contract with the consumer, it’s unilateral?  Who do I go to, to discontinue the 
product? 
 
Allen Erenbaum:  Both, it depends on the nature of the plan. If it’s a monthly payment plan, 
it’s month to month or if it’s annual, the statute requires a 30-day trial period. 
 
Chairman Keiser:  How do you handle adverse selection? 
 
Allen Erenbaum:  We do not restrict utilization.  We don’t know about the utilization of our 
plans.   
 
Chairman Keiser:  I have a root canal, have it done, then drop. 
 
Allen Erenbaum:  That is kinds of a risk that we take as plans.  There is a processing fee to 
discourage them to do that which is non-refundable. 
 
Rep Kasper:  There is no risk to you because there is no money being paid to the provider.  
There is no skin of the organization because they are collecting a premium.  The person who 
provides the services, the provider is getting paid at a discount.  There can be no adverse 
selection because there is no insurance factor in there. 
 
Allen Erenbaum:  We as the company get the membership fee & we won’t get that. 
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Rep Schauer:  On this amendment you talk about a description of the proposed methods, 
how would that look.  Is it an email sent to describing?  
 
Allen Erenbaum:  That language is from the NAIC model & other states have adopted that.  
It’s essentially a marketing descriptive plan on how the companies market. 
 
Chairman Keiser:  Anyone else here to testify on SB 2102 in support, opposition, neutral 
position?  Closes the hearing.  What are the wishes of the committee? 
 
Rep Bosch:  Moves the amendment to remove lines 9 & 10. 
 
Rep Schauer:  Second. 
 
Chairman Keiser:  Further discussion? 
 
Rep Kasper:  I hope the committee resist the motion.  This is not difficult thing for electronic 
transfer to get the material to the insurance department.  The insurance department needs 
to keep a close eye on the marketing materials going out there.  All the other insurance 
companies do provide the marketing materials to the insurance department.  I hope that we 
would resist the motion. 
 
Rep Richter:  I’m going to agree with Rep Kasper.  In the testimony he said that they have 
all the marketing material in one place & they submit it when it’s requested.  How is it 
different? 
 
Rep Bosch:  I hope we would consider it.  There is not a problem that exist right now.  To 
create all this work for something that we don’t know exists.  I don’t know if it’s necessary.  I 
hope we would give it consideration. 
 
Chairman Keiser:  We will take the roll on the amendment in removing 9 & 10 on page 5. 
 
Roll call was taken on SB 2102 amendment removing lines 9 & 10 on page 5 with 6 
yes, 6 no, 2 absent.  Motion failed due to a tie. 
 
Chairman Keiser:  Motion failed.  Is there a motion on the Insurance Department’s 
amendment? 
 
Vice Chairman Lefor:  Moves the amendment proposed by the Insurance Department. 
 
Rep Richter:  Second. 
 
Chairman Keiser:  Further discussion? 
 
Voice Vote ~ motion carried. 
 
Chairman Keiser:  We have SB 2102 before us as amended, what are the wishes of the 
committee? 
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Vice Chairman Lefor:  Moves a Do Pass as Amended. 
 
Rep Kasper:  Second. 
 
Chairman Keiser:  Further discussion? 
 
Roll call was taken on SB 2102 for a Do Pass as Amended with 10 yes, 2 no, 2 absent 
& Rep Kasper is the carrier. 
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