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NOTICE OF HEARING - MEDICAL LOSS
RATIO IN INDIVIDUAL MARKET

The U.S. Department of Health and Human Services (HHS) recently
promulgated regulations implernenting provision of the Patient Protection
and Affordable Care Act (PPACA) (Pub. L. no. 111-148, 124 Stat. 119
through 124 Stat. 1025). One such provision is the requirement that
health insurance issuers must meet a specified annual loss ratio or pay
rehates to cnrollees, also known as the Medical Loss Ratio. PPACA
specifies thal large group plans must have loss ratio of 85% or higher,
and small group and individual plans must have 2 loss ratio 0 80% ¢r
higher. Health insurance issuers are required to report these ratios 1o HHS
each year. If the ratio is not mex, the Issuer muest pay rebates to its
insureds. The regulations issued by HHS allow the Secretary to adjust the
MLR standard that must be met by issuers offering coverage in the
individuat market in & State for a given MLR reporting vearif it is
determinsd that application of the 80% MLR standard may destabilize the
individual market in the State.

The Department of Insurance, Financial Institutions, and Professional
Registration has received inquiries from some interested parties regarding
Medical Loss Ratio adjustments. The Department has determined that it
wonld be beneficial to allow those with an interest in the issue the
opportunity to present their views as 1o whether the Department should
pursug an adjustment to the MLR for the State of Missouri,

The federal regulations related fo Medical Loss Ratios are published in

the Federal Register, 75 Fed, Reg. 74864, et seq. (December 1, 2010) (45
C.F R, Part 158). The regulations specify that adiustments to Medical
Loss Ratio requirerents are granted by the Secretary of HES and are
granted on z state-wide basis, not to individual insurers. Only the 80%
ratio may be adjusted snd only when the 80% ratio "may destabilize the
individual market” in the state requesting the adjustinent. The adjusiment
iz not a waiver of all Joss ratios. The reguest {or an adjugtment to the
MIR standard for 2 state must be made by the State's insurance
regulatory anthority and the adjustment can be made for up (o three vears,
45 CFR §158.310.
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HHS outlines six criteria to determine the nisk of destabilization:

» The number of issuers reasonably likely to exit the State or cease
offering coverage in the State absent an adjustment to the 80%
MLR and the resulting tmpact on corypetition in the State;

» The mumber of individual markei enrollees covered by issuers that
arc reasonably likely to exit the State abscnt an adjustment to the
80% MLR,

« Whether absent an adjustment to the 80% MLR standard
sonsumers may be urable to aceess agents and brokers;

« The alternate coverage options within the State available to
individual market sarollees in the event an {ssuer withdraws from
the market;

« The impact on premiums charged, and on bepefits and cost-sharing
provided, fo consumers by issuers remaining in the market in the
gvent one or more issucrs were 1o withdraw from the market; and

« Any other relevant information submitied by the Siate’s insurance
corunissioner, superintendent, or cornparable official in the State’s
request,

FORM OF COMMENTS

The Director 13 requesting comment from individual consumers, msurers
or carriers, HMOs, professional associations, public interest groups, and
from any other person with an interest in the Medical Loss Ratio rules as
they apply 10 the health insurance marketplace in Missourd,

Cornments should specifically addmss any or all the following issues:

» Whether Missourd should request an adjustment 10 the MLR for the
individual market in the state;

« [f so, the appropriate adjusted MLR and suggestions for the length
of the transitional period in Missour;

» The consequences to companies offering individual coverage in
Missourd if an adjustiment is not spught;

« The consequences to brokers or agents offering product s in the
individual market i an adjustment is not sought; and

= Any other matter bearing on the six criteria HHS has identified, a5
set forth above, that impact the risk of market destabilization.

Comments may address the impact of Medical Loss Rafiog on
individuals, insurers, or agents as well as any other individual, Comments
stiould be brief, specific, fact-based, and focused on the Missowri health
insurance marketplace. Supporting data should be targeted fo conditions
in the Siate of Missour.

The Director will use the information gathered slong with information
from other sowrces o determine whether Missouri should request an
adjustment to the Medical Loss Ratio rules from the U8, Department of
Health and Human Services.
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4144 Lingied Boulevard, Ste. 221 51 Louis, MO 63108
Phiorne 314-531-4787 « Fax 314-5331-4785

Health Care
b for All

December 728, 2010

John M. Huff, Director

Department of Insurance, Financia! Institutions, and Professional
Registration

P.O. Box 680

Jefferson City, MO 85102

Bear Director Muff,

Missouri Health Care for All regpectfully submits these comments
regarding possible walver or adjustment of the Medical Loss Ratie in
the State of Missouri,

Thank you for this epportunity to provide testimony, it is important to us
to have the grassroots and faith voices heard in this issue.

if you have any questions or require additional information please
contact Stacey Sickler, Administrative Direclor, at 314-870-5505 or at
stacey@interfaithstl.org.

Sincerely,

e P,

R)ev Jim Hiil
MI$SOL¥{§ Health Care for All
Steering Commiitee Member

Stacezy S«;kier
Administrative Director

Warking ta secore acoess fo offordoble, quality heolth care cholces for off Missouriarns.



Testimony before the Missouri Bepartment of Insurance, Financia) iné%iwzifms, and Professional
Registration opposing pursuit of an adjustment to the MLR for the $tate of Missouri

Submitted by Rev. Jim Hill on behasif of the Missouri Health Care for &ll Steering Committee
December 28, 201D

My name is the Reverend Jin Hill, and f'm on the Stesring Committee of Missourt Health Care for Al
MHCFA is a grassroots, non-partisan movement of faith and community leaders committed to securing
guaiity, affordable heatth care for afl Misscurians. We have 120 organizations wha have endorsed our
Principles for 2 just health care system. In addition, we have more than 7300 grassroots membars.

We are very glad to see a public process begin in Missouri on components of the Affordabie Care Act. In
addition, we see the guestions of how fo hold insurance companies accountable to Missouri familles
and consumers as fundamental 1o realizing the benefits of the new law,

Missourl Health Care for All firmly belleves that we have a moral obligation to make sure that every
persan and family in our state has access to the rich health care resources Missouri enjoys. We
understand there 18 3 long way to go until everyone has health care they can sfford that Is available to
them in their home camsnunity, no matter where they live or how much money thay make, Stll, we are
commitied to that vision and 1o helding Missouri officials and companies that condugt business in
Missouri accountable to that vision.

We strongly assert that investing in haalth care for all is both critically important for the well-being of all
Missourians and a sound gxonamic Investment, Basad on &ith and sethical values, we affirre that all
persons should have the opportunity for hesithcare and healing.

NMigsouri should not seek an adiustment or waiver of the Medical Loss Ratio Standards for Insurance
Carriers.

The Medical Loss Ratio rules are good for consumers and small businesses who purchase insurance,
THE MILR assures that we receive value for our premium dollars by requiring 80% or more of premium
dollars be spent on medical care versus administrative costs, such as profits, advertising, CEQ pay, claims
administration and lobbying. i a health plan falis short of that standard, it must rebate the difference to
consumers.

Missouri consumers need rmare vaiue for our premium dollars—and insurance companias must be
reqguired to deliver more value and more affordable premiums.

The MLR I3 intended to put effective pressure on insurance companies—to do better, t9 docreass
administrative costs and to deliver more value to Missouri consumers. it is one of the few cost
containment provisions of the Affordable Care Act that will impact many insured famifies.

Tha Medical Loss Ratio rule is sound public policy.



Assuring that a reasonable percentage of our health insurance premiums benefit consumers and
families is good public policy. We are concerned about compromising the consumer protections vital for
Missowr! families in order to benefit the health insurance industry, The top tive for-prefit heslth insurers
alonez recorded $12.2 billion in profits in 2009, Without the minimum medical-loss ratios, which still are
wei below the sverage MLRs achieved in the 198(0s, health plang would continue 1o spend excessively
on prefits, dispraportionate CEO pay packages, lobbving and administrative activities designed that
cordingg 1o harm consumers. The MLE restores needed balange,

Missowrt consumers need increased transparency 1o assure value of our premium dollars,

The Department of Health and Human Services identifies six criteria that will be used to determine the
risk of destabilization in the bsurance markel. However, here in Missourt we Jdo not have sufficient dats
readily available to consumers o svaluate the effedt on the marketplace. Only two other states
{Georgia and Montana} have so e transparency with regard to insurance pramiums and their medical
loss ratios. it will be critically important for the Department of Insurance to improve information
available to consumers about rate increases and medical loss ratio now that the State and federsl
government have greater capacity 1o protect consumer interests,

Howsever, we do know that Missourl families and small businesses have been saddied with staggering
premiurm increases, The cost of insurance grew by a startiing 85% between 2000 and 2009 for
Missouri Consumers. The transparency of the medical loss ratic means that for the first time, Missouri
cotrsumers can actually learn and understand what insurance companias are doing with our pramium
Gollars, arel to shop wisely with that knowledge.

Conclusion:

Far Missouri consumers the medical loss ratic provisions arg a significant opportunity and an important
piece of the Affordable Care Act that makes coverage more affordable and makes the system more
transparent, The new Medical Loss Ratio rules will insure that consumenrs gat good value for their
premiurs. I addition, granting a watver woeuld deny Missourians their rebates from companias that
failed to meet the MLR standard.

Any potential adjustment shouid involve g rigorous assessment by the Department of insurance and
should be transparent and should involee significant consumer input and engsgement.

The MLR rule is sound public policy. 1 Missourni expariances adverse consequances dus o the MR, the
solution is to modify state laws to protect consumers, Many tools are svailable inciuding rale review,
more stringent regquirements on carriers who wish to sell policies in Missouri, and stronger consumer
protections,

We strongly urge Director Huff and the Department of Insurance not to request ¢ walver lowering the
Medical Loss Ratio standards for the State of Missouri.



Missouyi Health Care for All Principles

We resolve that a health care reform plan should:

¢ Provide timely access to quality, affordable health care ¢o all
Missourians.

« Assure aceess in all communities regardless of geography or economic
base.

Access and affordability of health care will mect the unique needs of rural
communities challenged by geography and commuaites with high rates of
poverty or unctuployment. We alzo must ensurc adequate participation of
health care practitioners to meer this goal including ensuring adequate provider
reimbursement throughout the system.

* Employ both private coverage options and public insurance programs
including Medicaid.

We must protect the health care of those traditionally covered by public
insurance programs inchiding semiors, low income individuals, children and
people with disabilities. In addition, we must expand coverage to everyone,
including those with pre-existing conditions.

» Achieve fair and efficient financing,

Financing health care for all Missoutians will include firir contributions from
individvals, businesses, and public resources. The commumity will explore
revenue sources that other states have successfully used to expand healtheare.
Wise stewardship of our resources is crtical in financing health care for all.

As a plan is developed to provide health care to all Missourians, it must:
- Truly reflect the diversity of our communities working in active partnership to
ovetcome racial and ethnic disparines.

- Ensure meaningful public input into each step of developing the plan,
mchuding public meetings and hearings and meaninghul engagement of
consumers, front-line healthcare workers, advocates, health care providers,
businesses, and state officials.

- Be based on best practices that have proved effective in providing affordable,
high quality, comprehensive health care, including wellness edugation,
preventive care and mental bealth parity,

- Be subject to annual review and evaluation of the impact on the uninsured,
the health care system and ndividuals who are insured under the new plan.



Aduorers of the Blood of Christ, St Lowds region
American Jewish Congress, St. Lovis Region
Associated Services, Inc, S& Lowds

Better Family Life, 8. Louis

Catholic Diocese of Kansas City-5¢t. Joseph,
Huroan Rights Departiment, Kanvae Clty
Catholic Charities, St Louis

Centennal Christian Church, St Logwix

Center for Immigrant Healtheare Justice,
Nationwide

Central Relorm Congrogation, St Lowuds
Children's Services Coalttion, St Lowis County
Church and Seciety Mission Team of Missouri
Union Preshytery, Sratewide

Church Women United, St Lonis

CHIPS- Community Health in Partnership
Services, 8. Louis

Christ Lutheran Church (ELCA), 8. Lowis
City of Potosi, Washington County

City of 8t Lonis, St Louis

Coalition of Black Trade Unionists, S8 Fouis
Coleman-Wright CME Charch, 8¢, Louis
Distriet

Committed Caring Faith Communitics, St. Lowds
Commuuities Creating Cpportunities, Kansas
City

Congregation Kol Am, 5t Lowuis

Congregation Neve Shalom, 82 Louis
Congrepation Shaare Emeth, St Lowls
Congregation Temple Israel, St Lowiy
Cooperstive Home Care, St Lowis

Covenant House Missouri, 8¢ Lowds

MISSOURI HEALTH CARE FOR ALL
129 Indorsing Organizations
December 2, 2010

CWA Local 6355 Missourt State Workers Linion,
Sratewide

Deaconess Parish Nurse Ministries, Siafewide
The Diocesan Council of the Episcopal Diccase of
Missourd, Sitewide

Disability Coalition on Healthcare Reform,
Starewide

Disabled Citizens Alliance - DOAY, Fibwenm
Tiden Theological Seminary, St Lowuis

Fmerson Unitarian Universalist Chapel, 87 Louls
Epiphany United Chareh of Christ, 8. Lowis
Faith Des Peres Presbyterian Church, 5t Lowis
Faith Des Peres Presbyterian Church Mission
and Ministry Committee, St Lowis

Faith Walk Ministey INC, Paris

Family Preference Health Care Clinic, Matthows
Feed My People, St Lowis

First Unitarian Charch of St. Louis Social
Respoasibility Committes, 57 Lowis

Gateway VWL the Voice of Midlife ond Older
Women, St Louis

GRO- Grass Rootz Organizing, Mexfco- Statewide
{Greater Mt Carmel Baptist Chureh, 5r Lowis
Crrentor St Louis Perish Nurse Network, S Lowky
Grester St Mark Family Church, 8. Lowis
Cireater Works Church of Jesus Christ, Stkeston
High Pointe Healthcare, Seatr ity

Higher Heights Christian Chureh, 87 Lowis
Hindu Temple of %1, Louis, §& Louis

Human Rights Action Service, St. Lowis
HumanityWorks!, 8. Louis

Institute For Peace and Justice, St. Louis

interfaith Purtnership/Faith Beyond Walls, 52 Louis
Inter-religious Roundtable, Statewide

Islamic Community Center, 8t Lowis

Tewish Community Relations Uouncil, St Lowis
Hral Child Care, Inc., 52 Londs

Justice, Peace, Integrity of Creation Office, 37 Londs
Lane Tahernacle CME Church, 51 Louis

f.utheran Family and Children’s Seevices, 8t Lowdis-
Stetewide

Mariposa Men's Wellness Institute, 57 Louis

Mark Twain Forest Regional Health Alliance,
VanBuren

M.D. Pharmagy, [nc., 82 Louis

Medi Clinik, St. Lowis

Methodist Federntion for Social Action, Miszouri
Chapter- Statewide

Metropolitan Community Church of Greater St.
Louis, 5t Lowis

Metropolitan Congregations United (MCU, 82
Louis

Missouri Alliance for Retirad Americans, Starewide
Missourt Association for Social Welfure (MASW),
Statewide

MASW Kansas City Chapter, Kansas Ciy Region
MASW Jofferson City Chapter, Jefferson City
MASW Springfield Chapter, Soushwest Region
MASW 8¢, Louis Chapter, 8¢ Louis

Missouri Budget Project, &% Lowuls - Statewide
Missouri Clwistians Against Racisin and Poverty,
Statewide

Missaari Churches Uniting in Christ, Statewide




Missouri Family Health Council, Inc., Jafferson City

| Missouri Inunigrant and Refugee Adwvocates, St Lounis

i Missouri IMPACT, Jefferson Cin-Statewide

| Missouri Nurses Association — Thlrd Disirict

| Missouri Rurat Crisis Center, Columbia

L Missouri Uion Preshytery, NE-MO Region
Missouri Women in Frade, 52 Lowis

M. Beulah Missionary Baptist Church, 8¢, Zowis
National Confersnce for Community & Justice of

b 5t, Louis

National Council of Jewish Women, Statewide

i National Council of Jewish Women, St Louis Section
f Neighborhood Houses, S Louis

| New Hope United Methodist Charch, 4rnold

| MNew Horizons Prestryterian Church, Overland

| New Lifo Upreach Ministry, St Loufs

| Northeast Missour] Kural Health Netwaork, Kirksville
| Northminster Presbyterian Church, St Lowds

| Northside Community Conter Honsing, 5. Lowss

i Nurses for Newboras Foundation, 8t Louis-Siatfewide
OACAP (Adult Conununity Action Program),

Bt Louts

| Paraquad, Inc., St Lowis

| Partnership for Chikdres, Kansas City

| Pilgeim Congregational Church UCC, St Lowis
Prashytery of Giddings-Loveioy, Si. Louis-Eastern
| MO

| Salvation Army Midland Division, S Lowuis

| Balvation Seeker’s Minisities, 5t Lawis

| Samaritan United Methodist Chureh, St Lowis

| Second Prostbyterian Church, 8¢ Louds

| Self Help Center, 4fton

L Senior Helpers In-Home Companions, 8t Charleas
Service Emplovees International Union,

Local 1 Missowr? Divivion

Sisters of St, Joseph of Carondelet, S1. Louie

Southside Wellare Rights Organization, 5% Lowuiy
Southwest Center for Independent Living,
Springficid

St. Franeis Xavier College Church, 52 Lowiy

St Louis Aron Jobs with Justice, 51 Lowis

St Lonis American Foundation, St Lowly

St Louis Citizens for REAL. Healtheare Beform,
St Lowiy

St Mondcs Church, S¢ Lowis

Susannz Wesley Eamily Learning Center,

Eust Prairie

SEMO Alliance for Disability Independence, luc.,
Cape Girardeau

The Crisss Roads Inc., Columbia

Touch Poit Autism Services, St Lowis

inlted Methodist Church of 81, Clair, 8. Clair
Vafued Pharmacy Services, St Lowis

Vision for Children st Risk, 5 Lowis

Washington County Community Partogeship, Patosd
Westside Missionary Baptist Church, 8 Lowuis
Wostminster Presbyterian Church, 8¢ Louls

Whole Health Qutreach, Eflington

The Whole Person, Kansas City

Women’s Voices Raised for Social Justice, 8%, Lowds
Youth In Need, St Charles




Building a Moverent.

Weve all heard the stories,

Working parents who can’t afford {o
see a doctor..senier citizens cutting
their prescribed pills in halfl. familics
Torced te chovse beiween filling their
gas tank or filling their prescriptions...
doctors who can’t treat their cancer
patient ag they see best beeanse the -
surance company denied payment.

These stories shouldn’t be true in
Missonri.

Throughout the state, Missouriang oo speaking
out Tor health roform i the betief that overy per-
son degserves gustantsed, affordebie heakh cate
chedces, Health care that provides resl and
mweningfal chelces ao we can anake responsible
Hf decisions. Missouri Health Care for All is
bringing us ingether,

We wre breaking down the barriers tha divide us.
W are edncating ourselves aboug the

chatlenges and the possible solatians, 'We are
building a grasstooss conlition that allows the
voice of Missourinns 1o 1ise above fig powarfil
mfluence of weli-paid induséry lobbyists,

This work reqgusires trast, patience and a belief that
topeiher we can create chaoge.  Please join us.
Be une of the many individuals, organizations,
and faith groups that will bring accessible,
affordable, quatity haatth care choiees (o all
Missourians.

for y[ea[tﬁ Care for All

History

In April 2007, o group of faith and commnnity
leaders met to hear Vinmy DeMarco of the Many-
land Health Care for All Coatition. Vinny de-
scribed how a amall group of conterned

cidzens grew # powerfal sigewlds coalition by
agreeing 1o cortain principles. Following this suc-
cessfel mndel, Missour! deafred principles and
bogan organizing 8 broad array of groups and
individoals to cell for a long term plan Lhat will
provide health care for all in Missourt.

In 20609, the movement has grown 1o wiude io-
dividuals in Cape Girardesu, Mid-Missoar,
Semrtheast Missourd, Farmington, Peplar Biulf, St
Louis and Kansas City. We are continuing to
grow the movement statewide.

Missonri Health Care for All b not endorsed
any particular soliey or legisiation. 'We are
boiiding a movement that will have enough
power to dernand that sur leaders create a
plan to bring bgh-quality, atferdabie health
eare cheices to all Missourians, Cur vision is o
tafld 8 base that is big enough, strong eaough,
and diverse snough to ensure that whatever plan
Missouri adapls will agree with our

Principles.

For more information:

Stacey Sickler, Health Care Advocate
4144 Lindel]l Blvd. Ste 221
St Louiy, MO 63108

Phone; 145314787

Fax: 314-331.478%
ssicklor @ faithbeywdwalis org

www. nohealtheareforall.org

Lt

Missouri
Health
Care for All

Join the grassroots
movement that will bring
health care to all
Missourians!
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Our @n’naplés

We zffirm, based on moral and ethica) values, tha
all personts shoukl have the opporanity for health
care and healing. 'We strongly assert that investing
in health care for alf is critically kmportant Tor the
well-being of 21l Missourians and economic heallth
of our stats,

Wissourl 1% strugging with rising health care costs
for those who are insured, significant declines in
health care access sad Increasing numbers of the
ynimsured. These scrions challenges and the ripple
effects they prodoce in onr comumities,
congregations and families motivate 88 o work
diligently to improve health care for sl
Missourians.

Qur Principles call for guality, affurdable, health

care chotoes for all and reflest four buy arcas:

» Al Missourians mast have quality, affordable
health cars

s The csre mest be available regardiess of where
you live or how much money you make.

= Missouriang will have choices that inclnde
good public insurance programs and private
caverage.

s Individoals, businesses, govemment and
insurers will share responsibility in making
health ¢are dovess and oosts affordable,
efficient and Fair.

Please Join Us!

We need YOU tabuild a diverse, statowide
movernent for health care reform.

Flesse vead the Principles in this brochure, If
vou siippor? them, please join aur

movement by completing and submitting the
attached form. You can also join online at
www.mobiealthearsforall.org,

We welcome all individuals, faith
congregations and community groeps.

As a member of Missouri Health Care for
All, you will reccive regular updates, timely
health case alerts, and opportunities ro learn
and to foke action.

You can participate in many different ways:
by attending planning meetingy; recriiting
new members; participating in community
edocation or media events; talking o your
legislators; or speaking to others about
Missouri Health Care For All. No member is
required to participate in any single
activity, but we do hope each person will
help us wark towards high-guality,
afTordatsle health care choices forall
Missourians,

Together, wo will bring health care for all to
Missouri.
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1 YES! §support the Missouri Health Care for
All Principles. 1 want to join this movement . |
arn supporting MO Healeh Care for All us

ipleasc circle one}

An Individaal An Organization
Both
Name:
Address:
Phone:
E-Mail;

Organizations, congregations, or groups:

How did you hear about us?

How would you like to help Missouri Health
Care for AR? 1 wondd Hke to:

J Allow my nameforganization’s name 1 bo
printed on Missouri Health Care for All
literature.

) Participate in meetings and planning.
(L Ask others to suppert the Principles.
L write letters 1o the editor.

L Comact my legislators.

L Provide information abovt individusls in my
Camd ly/community/fcongregation who are strug-
pling to get health care.

Please return to:

Stacey Sickler

Missouri Health Care for Al
4144 Lindell Bivd, Soite 221
At Lopis, MO 83108
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Testimony before the Missouri Department of Ingurance, Financial Institutions, and
Professional Registration opposing an adjustment to the MLR for the State of Missouri.

Submitted. by Amy Smoucha, Missourt Jobs with Justice
December 28, 2010

My name is Amy Bmoucha and P'm a statewide health care arganizer with Missourt Jobs with
Justice, and I'd ike fo speak today on behaif of heallh care consumers in Missour! and urge you to
fully implament the federal medical loss ratio. We believe it wili be harmfu! to Missouri consumers if
the Department obtains an adiustment to the new MLR standards. Jobs with Justics is a coalition of
labor, community, faith and student groups. We have more than 100 member grganizations in the
Btate and grassroots membership of 10,000 Missourians. Our members, who ars working peopla
and middie class families, have a significant stake in the implemantation of thae Affordable Care Act,
especially provisions that will maka health care premiums more sffordable and insurance companies
more accountable to consumars. We are concerned that if the state seeks a federal adjustment o
the medical loss ratio, working and middie class families in our state will lose an important premium
protection and will be forged to forfelf rebales that are owed to them under federal law.

The Medical Loss Ratio Rule is good public policy

The medival joss ratio provision of the Afordabie Care Aot (ACA) is infended fo ensure that
consumers get good value for their health care dollar. This ru'e was developed after extensive, nen.
partisan debate ai the National Association of nsurance Commigsioners (NAIC). The medical loss
ratio provision is good for MigsourTs worker and families purchasing in the individual and small group
markets,

Missourians desperately need protection from soarning premivins gnd decreasing value of haaith
goverage, Our families have struggied with unrgasonable premium rate increases in the last few
yeurs. Overzsll, the ¢ost of health Insurance grew 83 percent betwesn 2000 and 2009, whils median
garmings in the state grew only 23 percent. Wa're spending more and more for lgss coverags, and
sur earnings ars stagnant. Tha costs of health care premiums for working families 18 soaring out of
control, growing at unsustainable rates, and insurarnce companies can and must deliver more value.

Missouri consumers need transparency,
The transparency of the madical loss ralio rule is also good for working families. This policy means

that, for the first time, consumers can get an answer 10 an important question: when we pay healih
care premiums, where is ail of our money going? Currently, Missourd does not even require heaith
insurers to file their rate increases with the state. Only two other states have so iitlls transparency
{Georgia and Montana), We urge the state to view the application of a madical loss ratio as another
important tool in making sure sonsums:s get a fair deal. Al the very [east, implemeniation of the
medical loss ratio requirements woulkd megn that if an ingurer implements a rate increase that turns
gut not 1o be necessary i¢ cover health care claims and guality improvement expenses, the
consumer would get the excess back.

insurance companies must be accountable and must deliver better value
Some insurers in the staie have ¢laimed that being required (o spend 80 cents of every premium

dollar on medical care and gquality improvement would “force” them (o stop sslling insurance inthe
individuat market,  Missour sonswrmners are fed up with unjustified premium increases that laave o
many of us with evendncraasing premiums or, worse yei, uninsured. We arg also fad up with insurers
who seek to contral the market and then take advantage of consumers with high nremiums and low
value policies. Data avaiiable on the insurance department websile shows that three of the top five
insurers writing polickes in Missowt's individual marke! are meeting or cluse to meeting the 80% MLR




spending target. In 2000 Biue Cross/Blue Shield of Kansas City, reported an 80.56% MLR. Mergy
Healih Plans repotiad 78.97%, and Continental Life ins. Raported an MLR of £2.14%. Though the
methodology of each company is not defined, the only avallable data indicates that the new federal
standards woutld not place any significant burden on these companies and clearly some Missoun
plars are delivering bettsr value.

Other insurers should be able to lower their administrative expenses to meet the MLR spending
target or they should rebate consumers the difference, For instance, the websils indicatas that
Hesaithy Alliance, the insurer that holds the largest share of the individual market in Missowrt spends
logs than 70% of premiums on care. Why is one company with more than half of the market share
unable tu deliver a competitive Medical Loss Ratio? Heaithy Alliance and other insurers nead to
work with the consumers and Missourt Department of Insurance to help create a more competitive,
value-for-premium health insurance system. Missour?’s working families who have faced an 83%
increase in pramiums since 2000 need 1o Know where our premiums dollars go end why our
premiums and deductibles are so unsustainably high? As a subsidiary of Wellpoint, what portion of
premiums from Healthy Alllance went toward the company's 91% profit increase or their CEG's 51%
pay increase in 2008--a CEQ who makes more than $11 million in annual compensation? i such
insurers sannot maat the chaflenge of competitive MLRg, Missour should croaste stronger ruies for
insurance companies. For example, we should create new regulations barring any health insurer
wio leaves the Missourt individual health insurance marked or rediines geographic areas of the state
batween now and 2014 from being eligibls i sell policies in the new heaith insurance exchanges.

A thorough, transparent process must be conducted if Missouri moves forward to seek a
walver.

Insurgnee carmers nsed 1o answer some hasic quastions. Why are adminisirative cosls in our health
plans so high, and why ¢an’t they be brought down in complisnce with the law? Why can insurers
comply with the madical loss ratio in other stetes, like Colorade and Kansas, but not in Missour.
How much in rebates will Missourians lose if the state saeks an adjustment? Would the joss of a
few tow-parforming insurers in the state hust consumers?

it is also imporiant for the Siale o conduct a thorough, transparent assessment of which ingursrs will
ar will not meet the MLR requirements. if's gssential to know which ingurers fall into the gap since
protecting @ few insurars by seeking an adiustment means [owering the standard slatewide and
denying all consumers the rebales thay are entitled 10 racelve.

Conglusion:

We eammend Director Huff for voling with alf the other Insurance Commissioners in the nation fo
create the MLR Rule. In the last few years, Missouri families have had to tighten their beits fo afford
heatth coverage. it's fime for insurers o do the same: cuf the waste, become more efficient, and give
consumers 3 fair deatl. On behalf of consumers and working families in our state, we
respectfully urge you not to request an adjustment to the medical loss ratio for our state,
Enforce the rule fully and hold insurance carriers in Missourl accountable to higher
standards,

Amy Smwoucha, Health Care Organizer
Mimsauri Jobs with Justice

272% Clifton Ave.

5t Louis, MO 63118

amygdmoiwi.org, 314-808-3817
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TEY;,  John M. Huff, Director
Departiment of Insurance, Financial Institetions, and Professional Registration
P.(y, Bux 690
Jefferson City, MO 65102

RE: The "“medical loss ratio” provision of the Affordable Care Act

My name is Bernadetic Gronborg and [ am a resident of Festus, Missourd. | am writing o
inform you that 1 support the medical Joss ratio and ils endorcement with regard 1o insurance companics
in the State of Missouti.

Hcalth insurance companies continue to post record profits in the wake of the enactizent of the
Affordable Care Act in March 2010. The purpose of the Medical loss ratio provision was o guarantee
that a greater percentage of the enormous pofifs reaped by health insurance companies actually i
spent on the insured and their health care costs rather than on administrative bonuses.

My own pearsonal insurance voyage Is a casc in point. { left my position in public library service
at age 60 in order 1o care for my husband who has several chronie and serious medical conditions. T
used Cobra W extend my Group Health Care Plan for the maximum number of months at a cost of
nearly $600.00 per month.

Near the end of my Cobra coverage, I applied for private insurance, thinking that sinec 1 am a
relatively healthy woran, I would have no trouble obtaining coverage. 1 was subsequently denied by
several insurance companies, including Anthem Blue Cross/Blue Shield. [ was denied for hypertension
(high blood pressure) that has been under contrel for wany years with minimal medication.

I fivally sought and received coverage through AARP. This is insurance provided to AARP
members through Aetna. The onty policy 1 could afford carries & $15,000 deductible. Please read this
correctly, not $1,300, but $15,000. The policy lists 2 mumber of things that will not bo covered,
including anyvthing related to hvpertension, spinal issues, anything related to breast cancer (because my
sister had breast cancer), and anything related to menopause. Since [ um post menopausal, I'm not gare
what that really means and they have never been able to tell me, It is clear that my gender alone is
enough to send up red flags.

I believe this palicy will cover any injuries related to my being struck broadside by an invading
alien craft, but 'm not certain since reading the 80 page manual is somewhat discouraging. My
premium for such excellent coverage has increased fwice this yvear, even though I HAVE FILED
NO CLAIMS AGAINST my insurance. There was a 340 promium increase in March and another
this month. My current premiom i¢ $321.00 per month, The letter | just received frem Aetna this
month gave “age increase™ as a reason. In other words, I have not died and continue to grow older daily,
to my current age of 63.

1n a study reecently relogsed by United Health Foundation, the American Public Tealth
Association and Partership for Prevention, our state has now fallen to 39" in health rankings. (“How



low can you go? Missouri ranks falls 10 39™ in health rankings”, St, Louis Beacon 12/27/1 0.) Thisisa
shameful state of affairs considering that the Missouri State Motio is

“Let the Welfare of the People be the Supreme Law™.

I respectfully ask that vou allow the full implementation of all provisions of the Affordable Care
Act, cspecially with regard to the medical loss ratio.

Bernadelte Gronborg
1948 Anchorage Drive
Festus, Missouri 63028



Testimony before the Missouri Department of Insurance, Financial Institutions, and Professional
Registration opposing pursuit of an adjustment to the MLR for the State of Missouri,

Subinitted by Timn Gibbong, Communications Director, Missoun Rural Crisis Center
Pecernber 28, 2010

My namic Tim Gibbons with the Missount Rural Crisis Center, a non-pro[i¢ statewide lfanm and roral
arganization representing 3600 member families.

Missouri should net seek an adjustment or waiver of the Medical Loss Ratio Standards for
Insurance Carriers.

Our members, comprised of Missouri family farmers and rural citizens, bave significant experience in
the individual insurance marketplace, and undor the current rules farm families are nof getting value for
their premium dollars. Famuly farmers are extremely dependent on the private individual marketplace
{30% vs. the nutional average of 8%} and have been paving into the marketplace and getting very
madequate health coverage.

Increasingly, many of pur members cannct afford fo purchase any coverage at all with soaring premiums
and low value of the coverage available. We see the Medical Loss Ratio standards as a good first step
in: holding ingurance companies accountable for affordsble premiums, noreasing transparency in the
individual and small group markets and assuring rural families and family farmers a good value for their
promivm dollarg,

MRCC has partnered with several community groups, including St Louis University and the Accesg
Praject, 1o produce & report sbout access to health insurance for family farmers and ranchers in
Missourt. Our report, based on 2006 data, revealed the problems Missourt farmers and ranchers are
facing in the individual insurance market. And please note premium costs and value for premiums spont
has gotten significantly worse for farm families and rural citizens since this duta was gathered in 2006.

The report shows:

1. Farmers and ranchers who purchased policies divectly through the individual marketplace had
significantly higher fotal health care costs than those who were insured through oft-farm coverage.

2. Controlling for age and health slatus, faumilies insured through the individual market spent 82,117
more on health care, on average, than those msured through off-fanm jobs.

3. Farvoors and ranchors who bought insurance in the individual market relied overwhelmingly on the
costliest types of policies ~those with high prenyiums and high deductibles {(more than 3300 a year), The
fuct that so tew of those purchasing insurance in the individual market {five of 35 respondents) had low
deductible plans snppests that low deduclible plans are not really available in this market.

4. People with high premium policies (8500 per month/ 86,000 per vear or more) spent significantly
more overall on health care than those whe had low premiom policies.

We believe the Medical Loss Ratio Policy is headed In the right divection,

The transparency of the medical loss ratio means that, for the first time, consumers can get an answer (o
a basic question: where are the dollars spent on our premiums really going?

Missourians have absorbed outrageous and unsustainable prominm rate Increases in our state in the Jagd
few vears. Overall, the cost of health insurance grew 83 percent between 2000 and 2009, while median
carmngs in the state grew only 23 percent, Ouor report shows that 1 out of 5 Missour farmers and
ranchers surveved reported that health care costs contnbuted to their financial problems, including



making it difficait to pay-off farm or ranch loans, causing them to delay farm or ranch investments and
mereaning the need to take off-farm work.

Somc fnsurers in the state have claimed that being required o spend 80 cents of every pramivrn dollar
on medical care and guality improvement would “force” them to stop selling insarance in the individual
market. MRCC is very concerned about access 1o health instrance and chotce of insurers in rural areas.
Howeyer, data availshle on the insurance department website seeis to indicate that several Insurers are
close to meeting the spending target. Othar insurers would need to lower their admmistrative expenses
or, if administrative spending exceeded the target, would have to rebate consumers the difference.

‘While we see no data or reason to assess thag the threat of some Missouri insurance companies is
founded or valid, should such concrete data be determdned valid by the Department, and the state does
sock an adiustnent, 1 should be short term, temporary, and designed to move insurers in the right
direction over titne, For instance, the stundard could be 75 percent in 2011 and %0 percent in 2012 and
2013.

Missouri consumers need increased {ransparency fo assure value of our premium dollars,

The state must create 4 strong, transparent process of assessing which insurers will or will not meet the
MLR reguiremonts. The federal formula for calcuiating the medical logs ratio already makes reasonable
accommixiations for plans that arc small or new or that have low annual imits. It is vndair to consumers
10 say thet the state needs to seek an adjustment because a few companies don’t meet the new standard —
the point of the law is to change their behavior, not fo sanction it It is unfortenate that in Missouri we
do not have rules that require insurance companies to provide appropriate data.  Only two other states
{Georgia and Montana) have so little transparency with regard o insurance premiums and medical loss
ratios. The Department of Insurance needs to do much more o protect consumers and require plans to
submit standard data. '

We commend Direclor Hulf for voting with every other state insurance commissioner in unanimous
support of the federal regulations. We apprectate his vote especially given the significance of medical
loss ratio as an important piece of the Affordable Care Act that makes coverage more affardable and
makes the system more transparent,

We strongly urge Directoy Huffl and the Department of Insurance not to sce a waiver or
adjustment of Medical Loss Ratio Rules for the State of Missouri,

Thank you for the opportunify to festify.

Tim Gibhous

Missouri Rural Crisis Center
1108 Rangeline Street
Columbia, MO 65281

(873) 449-1336
timgibbonsimmarurat.ore
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December 28, 2010

The Honorable John 3, Haff

Dhrector

Missoun Departiment of Insurance, Financial Instititions,
and Professional Registration

Harry § Traman Swute Office Building

301 West High Strect. Room 338

Jeffersom (ity, MO 65104

RE:  Kffeet of the Medical Loss Ratio on the Individual
Health Insurance Markel in Missouri

Sear Direator Hufls

LnitedHealth Group approciates the opportusity o provide writien coroments on the
tapic of the effect of the Meddical Loss Ratio {IMLR ) un the individual health insurance
market o Missourt.

Unitedbealth Group employs 2,400 people in Missourd, and provides health coverage 1o
nearly 1 million residents. Recognized as Ameriea’s most innovative bealth care
conyrany by Fordume magazine, UnitedHealth Group offers a highly-diversified and
comprehensive array of health end well-being products and services, empowsrs
individuals, expands consurmer cheice and strenpthens patient-provider relationships,

Through our sie businesses—UnhedHealth Care - Emplover & Individug!,
UnitedHeahbose - Community & State, UnitedHealth Care ~ Medicare & Retiremeni,
pgenix, Preseripnion Solutions and OpmmHealth- our 78,000 employees serve the
health eare needs of more than 75 million individuals, develop and advance new health
techaolegies and enhance finandial and operatonal conneetivity across the care systemn.
Our role 25 a national eader in both private and public health benefits programs crsbles
us to contimanusly foster innovetive health solutions aimed at ereating a modem bealth
carc system that is more accarsible, affordable and personalized.

The Patient Protecsion and Affordeble Care Actis » large, highly complex pisce of
legislation thal requires extensive el rulemaking and substantial regulatory and
provess changes [or states and insurance companies. Regulators and insurers have many
questions that remain unresolved which make it difficult to answer all of (he questions
and concerns that consumers and owr disuibution partners bave today,



While we welcomse efforts by states and the federal govermment fo gather detailed
information about the practical application of new MLR standards that become effective
on January 1, 2011, we remain concerned about anintended consequemnces and potential
disrupton for consumers.

Through Gebden Rule Insurance Company, a subsidiaey of UniwedHealtheare, we offir s
wide range of quality health inswrance options to individuals and families, including
fower-cost high deductible plans, health savings secounts and traditional plans In
addition, we offer short term health mswance destgned to bridge temporary gaps in
heabth ingurance coverage. Our products cover workers betwaen jobs, new graduates who
do not have insuance coverage through thelr parents, wnd others who purchase their own
health insurance because they are retired, self~eruploved or because therr emnployer §o¢s
not offer employer-sponsared health insurance,

With specifie regard to the individual health insurance market, we are coneorned that the
current MLR requirement of 80 percend effective Janvary 1, 2011 could eremse significant
disruption in the merket for the reasons sutlined below:

Some newer carriers may conclude that their small scale will not allow them
caver the costy of distribution erd sdministration of new business. As vou know,
individual merked business is pricod 1o o Bfetime loss tatio, As a practical matier,
ihe loss ratic patiern {or underwrition medical business is not level over the
Hfstime of any given policy berause there wre typically lower medica! loss ratios
in the early vears of a policy followed by higher medical Togs ratios in later yoars.
At the same time, admingstration and commission costs are highest in the first
sear of a new health Insurance policy. The combination of high firsl-vear cosis £
uiklerwrite new business and potentdal consumer rebatos becanse of low loss
ratiog in the early vears could fead some carriers to cease now business sales,
Without & phase-in of the 80 pescent reguirement or the fatitude 10 use a rolling
year method to caloniate loss ratios, there may be the unintended conscquence of
less cumpetition in the matket,

2, Carrviers could exit the market rathee than mainisin a book of business at a
foss,

Nationwide, o average individual promivem mies are approximately half the cost
of similar coverage in the group market, pritnarily becanse of individual
underwriting.  Adminisirative costs and commussinns, however, are roughly
equivalent on a pev person basig, Therefore, a2 a percentage of premiums,
individual product administrative costs are roughly fwice as large as in the small
group market. Consequently, compliance with the 88 pereent ks ratio b the
individual market will be very challengiog relative o the small group market

b3



3%

Phasing-m the MLR over time will give carriors tirse 1o adjust internal cost
strpctures 1o meet hese new requlrements,

Customers could losc impartant resources for information if brokers are
forced cut of the murketplace,

Today, o significant proportion of individual health insurance in the market is
purchased by consumers with (he assistance of'a profssional licensed insurance
broker, As a resuli, brokers are vital to the smooth funclioning of the insurange
markes. Mavy consumers tell gs they would not consider buying a complex
prociues fike health insurance without the help of an insurance professional.

Conswrmers rely upon brokers, as a single point of contegt, &

a} Present them with & wide variety of carriers, plan desiges, and prices;

5y Help them select the best plan for them and navigate the enroflment and
underwriling process; and,

¢} Provide assistance with scrvice nesds,

As miiions of now eatramds 1o the health msorance market obiain individual
insurance coverage for the first tme, the role of brokers will be even more
tmportact than it is today,

Because the price for individug! health insurance iy much Jower, on average, than
group insurance prices, and begause of the considersble upfront investment in
servicing new customery, braker commissiony tend to be highost in the first year
and much lower in the ollowing vears of a policy, For example, a tvpical
schedule might feature a 20 percent frst-yoar commission and 3 percent trailing
COMIMINSHM.

Linder an 80 percent MLR regime, 100 percent of first-year administrative and
oredit allowance will he consumed by the typical broker commission. Clearly this
structure 1s unsustainable and will pecessitate lower commission percentages than
those used today. As a result, in Joly of this vear we notified all our brokers that

@ may have © lower commissions on January L 2011 for all business sold afler
Tuly 2010, Substantially lower compussions will mean fewer trusted advisors in
the marke! to gulile conswsers,

in the absence of a robust broker distribution channel, consumers will b foreed 1o
contact sach msurer, ONe at a time. to lears about all availzble aptdoens. Retaining
these advisers is crifical for those Missourians who rely on thoir services, By
phasing-in medieal ioss ratkoy in the Indrvidual market, brokers and insuranes
compardes will be able 6 adiust 1o the new muasker realities over a reasonable
period of tme and prevesnt an abrupt toss of services for Missouri consumers.

L )



4. Younger, healthicr consumers eould have fewer cheices.

Abisent = transition periad to the new MLK requirement, we sre concerned that
there will be fewer hoalth insurance options available in the individual health
insurance market {or one of the largest segments of the winmred population. At
the Jower commissions required to meet the new MLR rules, brokers may be
ungble to offer these products to consumers and, therefore, leave youuy, healthier
ponswmers with fower heaith joswance slternatives,

In conclusion, we beliove that implementing the medical loss ratio requirements outiined
in the new reform legislation without an appropriate transition period could
unintestionsily destabilize the Missourt individual health instrace market,

We appreciate the thme and stiention you have given (o this issue and thank vou for the
opporumity (o submit comments & vour consideration. Should you have any questions
about our positions, or moed addiional Information, please fesl free to call me or Jarrod
Forbes, Vice President of Government Affsirvs ar 314-393-7106,

Sincersly,

Woia €. Welti

Seve O, Wallt

Chief Executive Officsr

UnitedHealthoare - Missoun and Central/Southern Mlinods
136353 Riverpon Dirive

Maryland Moights, MO 63043
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Testimony for the Mo. Dept. of Inswrance
12-28-10 ’

Missouri stands out for what it isn't doing. The State dropped another noich in health rankings this
vear while some other states improved thair showings according 1o a report by the United Health
Foundation the American Public Health Association and Parinership for Pravention. The study now
says Missouri ranks 3gth, Last year il was 368h per cent The Hsling reflects haalth
behaviors,public and private health policies and comaunily and anvironmental conditions.

Medicare has 3 % administration costs A ot of us in medical cars wanted single payer, medicare
for alf, or ancther govemnmen run haalth care grogram for the recent Heaith Care BRl Congress
wanted the new health care bill 1o use private healih care insurance companies. The latler are the
second highest profitable businesses in our country.

Tharelore It doesn't seem oo much that we're asking for an MUR of 80.85 %,

Sinverely

Rea beck MDD ~ ‘62/,” e e AA 7D
§20 5. Brentwood Bivd. 1A

Clayton, Mo, 63108-2853

IM4-T27-T374

Biography:

! gracuzind from Missour Liniversity Medicat School i Columbia, Mo. in 1984, | did an internshio
at Jewish Hosp from 19611862, My residency was in adult psyehiatry at St Louis University
Medical School My child psychiatry raining was &t Washington University Child Guidanee Clinic
worked for the 8t. Louis Public Health Dept,, the John Cochiran VA Hosp and for 35 years for the
$t. Louis Labor Health Institute and 12 years for the Cigna hesith Ins. Co.

fve been married for 50 years, have 4 daughisrs of whom 3 are nurses.



Testimony before the Missouri Department of Insurance, Financial Institutions, and
Professional Registration

Opposing pursuit of an adjustraent to the MLR for the State of Missouri without
further evidence of need

Submitted by
Professor Sidney ). Watson
Center for Health Law Studies
Saint Louis University School of Law
December 28, 2010

My name is Sidney Watson I am professor of law in the Center for Health Law
Studlies of Saint Louis University School of Law. My research focuses on access to
health care including access te private health insurance, Medicaid and Medicare. |
have authored more than 60 articles on health policy and law,

Thank you for the epportunity 1o comment at this preliminary stage on whether the
Missouri Department of Insurance, Financial Institutions and Professional
Regulation should request that the Secretary of HHS grant the state an adjustment
to the new minimum 80% medical loss ratio (MLR) for all insurers in the state’s
individual health insurance market.! The recently issued interim federal regulations
provide that a request for such an adjustment must be made by the state’s insurance
department and will be granted only if there is a “reasonable likelthood” that the
BUY% MLR “may destabilize the individual market” The comments to the interim
final regulations note that both the National Association of Insurance
Commissioners and HHS recognize that the new MLR standard "may enhance the
valne of plans for consumers and improve carrier accountability for spending and
pricing decision,” but imaproper application “could threaten the solvency of insurers
or significantly reduce competition in some insurance markets.” See, MLR Interim
Final Regulations, 75 Fed. Reg. 74864, 74886.

The federal regulations specify the supporting data the department must submit
with its request, the criteria the Secretary may consider in assessing the application,
and the process for public involvement in an adjustment request. The notice of
today’s hearing oullined the six criteria the Secretary may consider in making a
determination whether there is a reasonabie likelihood of market destabilization,
factors such as the number of insurers likely to oxit the market and the number of
enrollees likely to be impacted if insurers leave the market.

INFORMATION NEEDED TO SUPPORT A REQUEST FOR ADJUSTMENT

T want to direct my comments to the information the Department of Insurance must
provide to the Secretary of HHS if a request for an adjustment is made. The interim
federal regulations require the state to provide very specific information to the
Secretary of HHS. This information is designed to help HHS, the Department, the



public and the insurance industry understand the likely impact of the new MLR
requirements on the individual market in Missouri, plan solvency and market
competition.

Specifically, the Interim final regulations provide that a state requesting an
adjustment of the medical loss ratio for the individual market must provide, among
other things, the follow information for each insurer in the individual market: {1}
the numbaer of enrolled enrollees, (2) individual premium data by product, and {3}
the insurer's market share, See, 45 CF.R. 158.321{d}{1), 75 Fed. Reg. 74930,

In addition, for each insurer covering more than 1,000 enrollees, the state must also
provide: (1] the total carned premium in the individual market; (2] MLR reported
pursuant to state law; {3) estimated Affordable Care Act MLR as determined using
definitions set forth in the interim final regnlations; (4) total brokers’ commissions;
{5) estimated rebates using definitions in the new regulations; {6} net underwriting
profit for individual market and consolidated business in the state; {7) after-tax
profit and profit margin for the individual market and consolidated business in the
state; (8) risk-based capital ievel; {91 whether the izsuer has provided a notice of
exit to the department of insurance. See 45 CER 158.321{d}2)(i)-{ix]}, 75 Fed. REg.
74930,

According to the 2009 Department of Insurance Supplemental Data Report for
Accident and Health Individual Comprehensive Medical Expense there were 14
insurance companies in the individual market that enrolled at least 1,000
Missourians. The DOI Annual Report provides some, but not nearly all, the
information that must accompany a request for adjustment. The DOI report
provides no information about net underwriting profits, after-tax profits, profit
margin, risk-based capital level or brokers’ commissions. It is not clear whether the
information in the DOI report on total earned premivms responds to the
information requested by HHS about "individual premium data by product”

just as importantly, the Affordable Care Act definitions for computing MLRs are
differently from those used for the DOl Annual Reports, Relying on MLR data in the
Annual Reports is helpful, but woetully incomplete. Before the department can
make a fact-based determination about the impact of the new MLR rules on
Mizsour?’s individual insurance market, it needs to gather the all data required by
the interim final regulations and calenlate ACA MLR caleulations using the
definitions in the interim final rules.

This information neads 10 be made publicly available before the Department decides
whether to request an adjustment, The public and the insurance industvy deserve
the opportunity to comment on the data that must justify an adjustment request
before the department makes the decision whether to make such a request.



ESTIMATES BASED UPON AVAILABLE DATA ABOUT THE IMPACT OF ACAMLK
RULES ON MISSOURIS INDIVIDUAL MARKET

ACA's medical loss ratio provision provides that health insurers, including
grandfathered plans but not self-insured plans, are to report to HHS each vear the
percentage of their preminm revenue that they spend on {1} clinical services for
envolleas (2} “activities that improve health care quality” and (3) all other non-
claims costs, excluding federal and state taxes and licensing or regulatory fees, ACA
Section 2718. Beginning with 2011, insurers in the individual and small group
market must spend at least BiF% and insurers in the large group market at least 85%
of their premium revenues, excluding federal and state taxes and licensing and
regulatory fees, on health care and quality improvement activitics. Insurers that fail
to meet these medical loss ratios will have to rebate the difference to their enrollees,
States can require higher minimum MUR percentages, and HIIS can also adjust state
MLE requirements downward where necessary to prevent destabilization of the
individual market.

ACA's MLR definition differs from the one Missouri has used for MLR reporting
because it includes guality improvement activities in the MLR numerator and
excludes taxes, fees and licenses from the denominator. HHS estimates that these
changes in MLR calculation combined with behavioral changes prompted by the
rebate requirement will result in MLR increases of about four percent. MLR Interim
Final Rules, 75 Fed. Reg. 74864, at 74900-74901.

It is also important to note that the new ACA MLR computing rules take "into
account the special circumstanves of staller plans, different types of pans, and
newer plans.” MLRs, particularly for smaller insurers, can be highly volatile ping-
ponging up and down from yvear to year, going from well below B0%: one year to
well above the next hecause of the presence or absence of a few large medical
claims. Statistical averaging works well for large plans but not for small ones,

HHS's interim final regulations address these issues by treating very small insurers
with fower than 1,000 members in a state as so small as to be statistically "non-
credible,” deemed to meet the MLR standards and are not subject to paying rebates,
Smaller plans with between 1,000 and 75,004 enrollees are given MLR “credibility”
adjustments of up to 8.3 percentage points added to their reported MR, if they fall
below the MLR target for vne or two years out of the noxt three. Smaller insurers
with large deductibles may receive an additional adjustment of up to £.1 percent on
top of the 8.3 percent, recognizing that higher deductible plans are more volatile.
New entrants into insurance markets are also given a break, allowing thom a full
year’s experience before they must either meet MLR targets or pay rebates. See,
MLR interim Final Rules, 75 Fed. Reg, 74864, at 74886-74887.

The purpose of the ACAMLR rule is i drive insurance efficiency not to produce
rebates. The costs analysis of the rule suggests that unce the adjustments allowed
by the rule are applied-—excluding taxes from the denominator, adding guality



improvement expenses to the numerator, and making credibility adjustments—
most ingurers will make the target. HHS estimates that for 2011 the average MLR in
the individual market will be 86.5% and for the small group market 950.8%. HHS
estimates that 30% of enrollees in the individual market will receive an average
rebate of $164 for 2011, but this is only 2% of all premiums. MLR Interim Final
Rules, 75 Fed. Reg. 74864, at 74509, The purpose of the law is to drive efficiency,
greater transparency in administrative costs, and greater attention to quality
improvement. If insurers raise premiums unreasonably in relation to their costs,
titey may well owe a rebate. The hope is that premiums will moderate.

Nationwide, a few very large insurers cover most Americans and the MLR rules are
designed to primarily impact these insurers. HUS estimates that nationwide only 2
percent of insurers will be fully credible—{arge encugh to have to fully comply with
the new MLR rules in all states, However, these 2 percent of insurers cover 50
percent of individual insurance enrollees. Sixty-eight percent of insurers will be
compistely non-credible in at least one state but these insurers cover only 1 percent
of enrpllees. MLR Interim Final Rules, 75 Ted, Reg. 74864, at 74903,

The role of larger insurers holds true in Missourl. According to the Department of
Insurance 2009 Supplemental Data Report for Accident and Health Individual
Comprehensive Medical Expense, only one insurey in the Missouri individual market
covered more than 75,000 enrollees and would be fully credible under the new HHS
intterim final yule: Healthy Alliance with 78,573 insureds and 50.5% of the
individual market. Healthy Alliance is a fully owned subsidiary of Wellpoint, one of
the country’s largest and most profitable health insorers.

Thirteen other Missouri insirers cover between 1,000 and 43,539 people and will
be partially credible under the MLR rules. These insurers raage from Blue Cross &
Blue Shield of Kansas City with 42,539 insureds and 22% of the individual market to
Reserve National Insurance Company with 1,399 insured and 0.84% of the market.
Thesze thirteen insurers together cover 48 percent of the individual market. The
remaining vory small Missouri insurers cover only 2% of the Missouri insurance
market and will, because of their size, be non-credible,

Seven of the thirteen smaller insurers that cover 48% of Missourians in the
individual market report MLRs for 2009 that should allow them to meet the new
ACA MRL ratios. Five reported MLRs at or above 80% and two reach that threshold
ance the 4% increase for quality improvement and behavior changes is added.?
Two other insurers might be able to reach an 8% MLR if they are eligible for a high
deductible adjustment on top of their credible adjustment The insurers in this
group that may not he able to make the MLR, account for only a small percentage of
the individual market, about 18-15%.

The big MLR compliance risk in the Missouri individual market is Healthy Alliance,
the state’s largest individual insurer with 50.5% of the market. Healthy Alliance
reported a MLR of only 67% in 2009, thirteen points lower than the 80.56% MLR



reported by Blue Cross and Blue Shield of Kansas City, the state second largest
individual insurer with, 22% of the market. Even with a guality improvement bump
of 4% Health Alliance, still falls short of the 80% threshold with an MLR of only
71%. With 78,573 insureds, Healthy Alliance Is too large to claim any credibility
adjustments.

There is no data publicly available by which to judge why Healthy Alllance has such
a low MLR, whether the ability to count quality improvement toward the MLR
percentage will dramatically chunge it’s ratio, or whether the new reguirements put
Healthy Alliance at financial risk. A prospect that some might question given that
HA is a subsidiary of Wellpoint, one of the nation’s largest and most profitable
insurance companies,

However, the process that HEHS had put into place for requesting a MUR adjustment
in the individaal market demands the information that the Department of Insurance
and the public need to know to better evaluate Healthy Alliance’s performance,
value and quality. Figures on Healthy Alliance’s net underwriting profit, after-tax
profit, profit margin, risk-hased capital level, and brokers' commissions are needed
to understand hetter why the state’s largest individual health insurer secms to
provide low value coverage. The Department should get the information this
information, calculate MLR using the new definitions, and make that information
available te the public prior to making a determination whether to request that the
an adjustment from the Secretary of HHS.

2014, 75 Federal Hegister 74864, et seq., to be codified at 45 CFR Part 158,
Z Blue Cross and Blue Shield of Kansas City, the state second largest insurer in the
individual market, reported a MLR of 80.56%.
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Re: Adjustment to Medical Loss Ratios in Missouri
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My pame 13 Ruth Ehresman, Tam the Director of Health and Bodget Policy for the Missourt Budget
Project. Thank you for the opportuxity to speak this morning, The Missour] Budge! Project, a public
interest organization whase mission is to advance public policy that creates economic apportunity for
Missourians, particulardy low and moderate income Missourians through independent research, analysis
and advogacy., We beliove that aceess o affordable health care is cssential to the eonnomic well being of
Missourians, a3 well as to the well baing of the state.

From 2000 to 2010, the zverage cost of health insurance premiums have increascd by 114 percent. The
portion of worker contribution o the cost of health insarance has merensed by 147 percent.” The larger
growth in worker contribution s & notable change from the stsady share workers have paid over the past
decade.?
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Ome of the goals of the Affordable Care Act is to strengthen protection for consumess and fo assure 3
good value %r their health ¢are dollar. Establishing & minimium Medical Logs Ratio 18 one way o
accompiish this, Tt s also 2 way 16 bead the curve of health care costs by assuring that profiis for
insurance company ars reasonable.

: Emplover Health Benafits Survey, 2010, the Kaiser Family Foundation and Health Ressarch
and Educational Trust

*ibid at 1.

* HiMS Issues MLR Rulfes. Missouri Mospital Association issue Brief, Navember 29, 2010,
Accessed at www mhanet.com, December 23, 2010




Greater transparency wounld be geod for Missouri consmmers

Missour! currently has no requiremnts for a minmum Medical Loss Retio, Thirty-four states,
including 6 of Missour’s neighormg states (Ilinols and Nebraska are the exceptions) have
established minimum Medical Loss Ratios or otber reporling requiremeniz. While these vary
widely, based on competition and definitions of what constittes “medical care”, they do provide
serne conswner protection. By standadizing the definition of MLR, the ACA. and HHS
regulations will improve consumer protoction

+  Missouri, along with Georgia and Montana do not require health insurance companies i (o cven
fils rate increases with the sfate
| ]

Available information about Medical Loss Ratios on the Depariment of Insurance websiic is not
readily understandsble o the general public. Althongh numerons reports can be generaied on the
Department’s web site, i 15 difficult to interprol ike data. Consumers can only be smart shoppers
if they bave the data they need to make informed decisions

The BES guidelines were developed in a thoughefinl, balanced, bi-partisan maoncr and should not
be casity dismissed or modified

*

The HHS guidelines Hollow model recommendations developed by the National Association of
Tssurance Contymisisoners .

There are guidelines that give direction for the inclusion of expandad activities that improve
hiealth cars quality in calculating the MLE® {e.g. discase management, wellness initiatives, 24

hour hotlines nad health information technology}
»  There are specizl rulcs to address mini-med polickes, sinall plans, plans offered through
associations or trosts, expatriate plans, zud new plans to assure these are treated fally

Achieving the required Medical Loss Ratios appears o be a reachable gosl
Prata from the Department of Insurance wesbsile regatrding “Individual Comprehensive Medical

Expenses” show that 3 of the 5 companies wilh the higher market share report a MER of near or above 0

percent, These 3 represent almost 86 porcent of the market share,

One would expect that with the ACA changes that prohibit insurers from denving coverage or rafusing to
pay claims for anvonc with pre-zxisting conditions, fnsurers sheuld progressively spend loss on under-

writing and admimsiration of refusals (o pay, thus raising their MLR. The inclusion of activities that
improve heslth care in the MLR should #lso provide 2 boost.

Improving claims accuracy could minimize administrative vosts. Dats from a report by W Scell Bailey

indicate that as many as one of every § health insurance clairs is processed and paid inaccurately,
Improving accuracy by every 1 percent would vield $778 million per year in savings (o inswrance
companies.”

* vieatth Policy Brief, Novernber 12, 2010, Health Affairs/Robert Woods Johnson Foundation. Accessad at
www. healthaeffairs org on Decsrizer 23, 1010

5 & July 2010 Issue brsf by Changes in Health Care Financing and Organization, part of the Robert woods Johnson
Foundation, eslimates that changes i the calcufetion of MLB In the ACA coul! boost sume insurers MLR by as much

a8 5 percent.

5w, Seott Batley, "Dioctors say insurers can trim billions in health zare costs,” San Antonio Business journal and

Business Courier of

Cincinnstl, Jung 25, 2010 Accessad ah

nepfaww birournals. comcincinnati/othercities/sanantoniofstortes 201 D/DE 28 story 7 tmi?h
IXTTRQFE00" 3R 2214 industryhi =ingurance December 27, 2010



The decision to ask for an adjustment fo the MLR should be based on hard data that shows harm to
consumers

The Missouri Budget Project urges the Department to press for clear answers about:

]
»
L 4

*

Why an Insurer s unable to comply with the new law

The pattern of the profits posted by insurance companies who seck an adjustment

The impact of the loss of poorly performing insurance companivs on consumors/s particular
market

The specific impact on brokers (how many)

The impact on insurance companies who already meet the mintmum MUR

The fingacial loss to consumers who do not get the rebale citizens of other state will receive

if the Departmeent secks to roquest an adjustment of the MLE, we urge i fo post that roguest publicly and
provide a period of comment and/or a hearing 1o allow vonsumers to provide testimony that will be sent
to TIFIS along with the Department’s request, We also request the Departiment to make public a list of
insurance cornpanics who have provided hard dicumentation that they will leave the market as a result of
ihe MLR reguirement.

Thank yon for vour consideration of our position.

Submitted by

Ruth K. Ehresman, Director of Health and Budget Palicy
Missour! Budget Project

3438 Washington Avenue, St Louis, M 63103
314.652.1400

www mobudget.org
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f ; N Missouri and Central/Southern fllincis
' UnitedHealthcare 13655 Riverport Drive

taryland Helghts, MO 63043

December 28, 2010

The Honorable John M. Huff

Director

Missouri Departmen: of Insurance, Financial Institutions.
and Professional Registration

Harry S Truman State Office Building

301 West High Street, Room 530

Jefferson City, MO 63101

RE: Effect of the Medical Loss Ratio on the Individual
Health Insurance Market in Missouiri

Dear Director HulT:

UnitedHealth Group appreciates the opportunity to provide written comments ¢n the
topic of the effect of the Medical Loss Ratio (MLR )} on the individuza! health insurance
market in Missouri.

UnitedHealth Group employs 2,400 people in Missouri. and provides health coverage 1o
nearly | million residents. Recognized as America’s most innovative health care
company by Fortune magazine, UnitedHealth Group offers a highly-diversified and
comprehensive array of health and well-being products and services, empowers
individuals, expands consumer choice and strengthens patient-provider relationships.

Through our six businesses—UnitedHealth Care - Employer & Individual,
UnitedHealthcare -~ Community & State, UnitedHealth Care — Medicare & Retirement,
[ngenix, Prescription Solutions and OptumHealth—our 78.000 employees serve the
health care needs of more than 735 million individuals, develop and advance new health
technologies and enhance financial and operational connectivity across the care system.
Our role as a national leader in both private and public health benefits programs enables
us to continuously foster innovative health solutions aimed ul creating a modern health
care system that is more accessible, affordable and personalized.

The Patient Protection and Affordable Care Act is a large, highly complex piece of
legislation that requires extensive federal rulemaking and substantial regulatory and
process changes for states and insurance companies, Regulators and insurers have many
questions that remain unresolved which make it difficult to answer all of the questions
and concerns that consumers and our distribution partners have today.



While we welcome efforts by states and the federal government to gather detailed
information about the practical application of new MLR standards that become effective
on January 1, 2011, we remain concerned about unintended consequences and potential
disruption for consumers.

Through Golden Rule Insurance Company, a subsidiary of UnitedHealthcare, we offera
wide range of quality health insurance options 1o individuals and families, including
lower-cost high deductible plans, health savings accounts and traditional plans. In
addition, we offer short term health insurance designed to bridge temporary gaps in
health insurance coverage. Our products cover workers between jobs, new graduates who
do not have insurance coverage through their parents, and others who purchase their own
health insurance because they are retired, self-employed or because their employer does
not offer emplover-sponsored health insurance.

With specific regard to the individual health insurance market, we are concerned that the
current MLR requirement of 80 percent effective January 1, 2011 could create significant
disruption in the market for the reasons outlined below:

1. Some carriers muy stop selling to new custoniers.

Some newer carriers may conclude that their small scale will not allow them
cover the costs of distribution and administration of new business. As you know,
individual market business is priced to a lifetime loss ratio. As a practical marter,
the loss ratio pattern for underwritten medical business is not level over the
lifetime of any given policy because there are rvpically lower medical loss ratios
in the early years of a policy followed by higher medical loss ratios in later years.
At the same time, administration and commission costs are highest in the first
vear of a new health insurance policy. The combination of high first-year costs to
underwrite new business and potential consumer rebates because of low loss
ratios in the early years could lead some carriers 10 cease new business sales.
Without a phase-in of the 80 percent requirement or the latitude to use a rolling
vear method to calculate loss ratios, there may be the unintended consequence of
less competition in the markel.

2. Carriers could exit the markef rather than maintain a book of business af a
loss.

Nationwide, our average individual premium rates are approximately half the cost
of similar coverage in the group market, primarily because of individual
underwriting. Administrative costs and commissions, however, are roughly
equivalent on a per person basis. Therefore, as a percentage of premiums,
individual product administrative costs are roughly twice as large as in the small
group market. Consequently, compliance with the 80 percent loss ratio in the
individual market will be very challenging relative to the small group market.



Phasing-in the MLR over ume will give carriers time to adjust intemnal cost
structures [0 meet these new requirements.

Customers could lose important resources for information if brokers are
forced out of the marketplace.

Today, a significant proportion of individual health insurance in the market is
purchased by consumers with the assistance of a professional licensed insurance
broker. As a result, brokers are vital to the smooth finctioning of the insurance
market. Many consumers tell us they would not consider buying a complex
product like health insurance without the help of an insurance professional.

Consumers rely upon brokers, as a single point of contact, to:

a) Present them with a wide variety of carriers, plan designs. and prices;

b) Help them select the best plan for them and navigate the enrcllment and
underwriting process; and,

c) Provide assistance with service needs.

As millions of new entrants to the health insurance market obtain individual
insurance coverage for the first time, the role of brokers will be even more
important than it is today.

Because the price for individua] health insurance is much lower, op average, than
group insurance prices, and because of the considerable upfront investment in
servicing new customers, broker commissions tend to be highest in the first year
and much lower in the following years of a policy, For example, a typical
schedule might feature a 20 percent first-year commission and 5 percent trailing
commission.

Under an 80 percent MLR regime, 100 percent of {irst-year admijnistrative and
prefit allowance will be consumed by the tvpical broker commission. Clearly this
structure is unsustainable and will necessitate lower commission percentages than
those used today. As a result, in July of this year we notified all our brokers that
we may have to lower commissions on January 1, 2011 for all business sold after
Tuly 2010, Substantially lower commissions will mean fewer trusted advisers in
the market to guide consumers.

In the absence of a robust broker distribution channe!, consumers will be forced to
contact each insurer, one at a time, to learn about all available options. Retaining
these advisors is critical for those Missourians who rely on their services. By
phasing-in medical loss ratios in the individual market, brokers and insurance
companies will be able 10 adjust to the new market realities over a reasonable
peniod of time and prevent an abrupt loss of services for Missouri consumers.



4. Younger, healthier consumers could have fewer choices.

Absent a transition period to the new MLR requirement, we are concerned that
there will be fewer health insurance options available in the individual health
insurance market for one of the largest segments of the uninsured population. Ai
the lower commissions required to meet the new MLR rules, brokers may be
unable to offer these products to consumers and, therefore, leave young, healthier
consumers with fewer health insurance alternatives.

[n conclusion. we believe that implementing the medical loss ratio requirements outlined
in the new reform legislation without an appropniate transition period could
unintentionally destabilize the Missouri individual health insurance market.

We appreciate the time and attention you have given to this issue and thank you for the
oppertunity to submit comments for your consideration. Should you have any questions
about our positions, or need additional information, please feel free to call me or Jarred
Forbes, Vice President of Government Affairs at 314-592-7106.

Sincerely,

M.LC..LJJL;.,

Steve C. Walli

Chief Executive Officer

UnitedHealthcare - Missouri and Central/Southern Illinois
136353 Riverport Drive

Maryland Heights. MO 63043
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S
AFFIDAVIT

Before ms, the undersigned authority, personally appeared Steve C. Walli who being
by me duly sworn, deposed as follows:

My name is Steve C. Walli, am of sound mind, capable of making this Affidavit, and
personally acquainted with the facts hersin stated.

Attached hereto are commenis pursuant to the Missouri Department of Insurance,
Financial Institutions & Professional Registration’s (the “Depariment”) Request for Comment on
MLR Waiver received by UnitedHealth Group on December 17, 2010. These comments are on
behalf of UnitedHealth Group and its affifate company, Golden Rule Insurance Company that
markets an indlvidual product in the State of Missouri. The comments attached hereto are the

AFFIANT

originat or exact duplicates of the original.

IN WITNESS WHEREOF, | have hereunto subscribed my name and affixed my officia
seal this 3rd day of January, 2011

BLIC

NOTARY PU

My Commission Expires:

Cynthi ;_N%T??Y SIEAtL“ Pubii
~ ynthia L. Daipiaz, Notary Pubiic
e T 12 1 St. Louis County, State of Missour|
My Commission Expires 5/12/2011

mmigaion Number 07388126




December 28, 2010
Department of Insurance, Financial Institutions, and Professional Registration

Testimony on the Application of Medical Loss Ratios in Missouri

Health care consumers in Missouri urge you to fully implement the federal medical loss ratio. If
the state seeks a federal adjustment 1o the medical loss ratio, then health consumers in our state
lose an important premium protection. And, they will be forced to forfeit rebates that are owed
10 them under federal law.

The medical loss ratio provision of the Affordable Care Act (ACA) is intended to ensure people
get good value for their health care dollar, For the first time, employers and individuals
purchasing insurance will have assurance premiums they pay for are actually applied for health
care costs and keep waste or excess in the premium minimized and transparent. Insurers that
don't spend at least 80 percent of the individual or small-group market premium on medical
expenses (85 percent for large groups) will owe rebates 1o the plan’s enrollees.

Under the federal law, states may seek an “adjustment™ 10 the medical loss ratio for insurers in
the individual group market if the state projects that application of the medical loss ratio will
destabilize the market. This adjustment would reduce the percentage of premiums that must be
spent on medical care and allow more money to be spent on administrative expenses.

Missouri consumers and small businesses absorbed shocking premium rate increases over the
past years. The cost for health insurance grew 83 percent between 2000 and 2009. Median
earnings in the state grew only 23 percent. One in five Missouri farmers reported health care
costs contribute to their financial problems. The transparency of the medical loss ratio means for
the first time we will know where all of our premium payments are going.

The insurance industry has made it difficult to sort out insurance policy pricing. Insurance
information is not easily accessible for Missourians. Currently, Missouri does not even require
health insurers 1o file their rate increases with the state. Only two other states have so diminutive
transparency (Georgia and Montana). The state recently received a $1 million grant to improve
the informarion available 1o consumers about insurance rates. The grant can be used 1o expose
and publicize insurer product pricing. The state must realize the application of a medical loss
ratio as another important tool ensuring a fair deal for consumers.

Some insurers in Missouri have claimed that being required to spend 80 cents of every premium
dollar on medical care and quality improvement would “force™ them to stop selling insurance in
the individual market. We believe that is nonsense.,

Access 10 health insurance is one of our top priorities. It's important to preserve cho:ce,
including choice of insurers for rural folks. Several insurers are close to meeting the spending
target, Other insurers would need to lower their administrative expenses or, rebate consumers the
difference. Healthy Alliance holds the largest share of the individual market. The company
spends only 70 percent of premiums on care. Where does the rest of the money go? Asa
subsidiary of the large for-profit company Wellpoint, what portion of premiums from Healthy



Alliance went toward the company’s 91 percent profit increase or their CEO’s 51 percent pay
increase in 20097 The medical loss ratio helps Missourians understand whether the premiums
pay for doctors and hospitals or pay for corporate jets and CEO perks.

Insurance providers must be able to answer basic questions. Why is the new law so difficult 1o
comply with? Why are administrative health plan costs so high? If Colorade and Kansas can
comply with medical loss ratios, then why can’t Missouri? What amount of rebate dollars are at
risk to lose for plan holders if this provision is not implemented? And, shouldn’t the health plan
providers in the state that already meet the new standards be rewarded instead of lerting lower-
value plans get a free pass?

Also, what 15 the state’s assessment of which insurers will or will not meet the MLR
requirements? The federal formula for calculating the medical loss ratio makes reasonable
accommodatons for new or smaller plans, Missouri's smaller insurer plans would be more
competitive. It’s essential to disclose which insurers fall into the gap. The state of Missouri
must improve access to health coverage. We should not allow insurers to conunue to threaten to
leave families uninsured or deny them choices.

The cost of health insurance is high. Missouri families tighten their belts to afford health
coverage and pay premitums. Insurance companies must cut the waste, be more efficient, and
give consumers a fair deal. On behalf of GRO - Grass Roots Organizing and Missouri health care
patrons, and groups signed below, we urge you nof 1o request an adjustment to the medical loss
ratio for our state.

Respectfully Submitted By,

Robin Acree
Executive Director

GRO - Grass Roots Orgarizing

& Missoun Fix Our Healthcare Coalition
304 E. Breckenridize Street

Mexico, Missoun 65265

573.581.9595
robin/d.eromo.org

Julie Terbrock

Health Policy Director

Missouri Progressive Vote Coalition
5585 Pershing Aveiue, Suite 120

St Louis, Missouri 63112

314.531.2288
julie@missouriprovote.oro

Jeff Ordower

Execunve Director

Missourians Organizing for Reform and
Empowerment

438 North Skinker Boulevard

St Louis, Missoun 63130

314.862.2249
jeffldoreanizemo.org




Mr. [ cnn Huff, Directos

Missour: Department or Tisurance, Financial Institetions, a. Professions! Regisiration
301 West H: zh St., Room 630

PO.Box "6

Jefferson City, Mo 65102

December 2§, 2070

RE:  opresing pursuit ¢ an adicstment to the MLR for the State - f Nisspos

Dear Mr. Huff:

[ write on behalf of over 600 Sisters of St. Joseph of Carondelet and Associates in the St. Louis Provinee,
We have been in healthcare ministry for over a century! We are also active members of Missouri Health
Care for All, a grassroots, non-partisan movement of faith and community leaders committed to securing
quality, affordable health care for all Missourians. We join with a coalition of 120 organizations who
have endorsed Principles for a just health care system, and more than 7300 grassroots members.

We believe it's a good thing to have this public process begin in Missouri on components of the
Affordable Care Act. In addition, we see the questions of how to hold insurance companies accountable
to Missouri families and consumers as fundamental to realizing the benefits of the new law.

We strongly urge Director Huff and the Department of Insurance nof fo request a waiver lowering
the Medical Loss Ratio standards for the State of Missouri.

Missouri government and citizens have a moral obligation to make sure that every person and family in
our state has access to the rich health care resources Missouri enjovs. We understand there isa long way
to go until everyone has health care they can afford that is available to them in their home community, no
matter where they live or how much meney they make. Still, we are commitied to that vision and to
holding Missour officials and companies that conduct business in Missouri accountable to that vision.

[nvesting in health care for all is both critically important for the well-being of all Missourians and a
sound economic investmnent. Based on faith and ethical values, we affirm that &ll persons should have the
opportunity for healthcare and healing. Missouri should not seek an adjustment or waiver of the
Medical Loss Ratio Standards for Insurance Carriers.

The Medical Loss Ratio rules are good for consumers and small businesses who purchase insurance.
THE MLR assures that we receive value for oir premium dollars by requiring 80% or more of
premium dollars be spent on medical care versus administrative costs, such as profits, advertising, CEO
pay, claims administration and lobbying. If a health plan falls short of that standard, it must rebate the
difference to consumers.

Missouri consumers need more value for our premium dollars—and insurance companies must be
required to deliver more value and more affordable premiums. The MLR will put effective pressure
on insurance companies—to do better, to decrease administrative cosis and 1o deliver more value to
Missouri consumers. 1t is one of the few cost containment provisions of the Affordable Care Act that will
impact many insured families.



The Medical Loss Ratio rule is sound public policy.

Assuring that a reasonable percentage of our health insurance preniiums benefit consumers and families is
good public policy. We are concerned about compromising the consumer protections vital for Missouri
families in order to benefit the health insurance industry. The top five for-profit health insurers alone
recorded $12.2 billion in profits in 2009. This is wrong! You know that without the minimum medical-
loss ratios, which still are well below the average MLRs achieved in the 1990s, health plans would
continue to spend excessively on profits, disproportionate CEQ pay packages, lobbying and
administrative activities designed that continu¢ to harm consumers. The MLR restores needed
balance.

Missouri consumers need increased transparency to assure value of our premium dollars.

In Missouri we do nor have sufficient data readily available to consumers to evaluate the effect on the
marketplace. Georgia and Montana and Missouri are the only 3 states that have so little transparency with
regard {o insurance premiums and their medical loss ratios. [t will be critically important for the
Department of Insurance to improve information available to consumers about rate increases and medical
loss ratio now that the State and federal government have greater capacity to protect consumer interests.
Data available is from the insurance companies who will profit themselves — this doesn’t make sense!

The cost of insurance grew by a startling 83% between 2000 and 2009 for Missouri Consumers. The
ransparency of the medical loss ratio means that for the first time, Missouri consumers can actually learn
and understand what insurance companies are doing with our premium dollars, and to shop wisely with
that knowledge.

For Missouri consumers the medical loss ratio provisions are a significant opportunity and an important
piece of the Affordable Care Act that makes coverage more affordable and makes the system more
transparent. The new Medical Loss Ratio rules will insure that consumers get good value for their
premiums. In addition, granting a waiver would deny Missourians their rebates from companies that
failed to meet the MLR standard.

The MLR rule is sound public policy. If Missouri experiences adverse consequences due to the MLR, the
solution is to modify state laws to protect consumers. Many toels are available including rate review,
more stringent requirements on carriers who wish to sell policies in Missouri, and stronger consumer
protections. We strongly urge Director Huff and the Department of Insuraace nof fo request a waiver
lowering the Medical Loss Ratio standards for the State of Missouri.

The favor of your prompt response would be appreciated.

Diana Oleskevich CSJA

Justice Coordinatar

Sisters of St. Joseph of Carondelet
6400 Minnesota Ave

St. Leuis, MO 63111

justice@csjsl.org




Kempker, Mary

From: mark.willse@americanenterprise.com

Sent: Wednesday, December 29, 2010 10:48 AM

To: Kempker, Mary

Subject: MLR COMMENTS - American Republic Insurance Company

Dear Ms. Kempker,

We appreciate the opportunity to submit comments related to the MLR requirements for American Republic
Insurance Company, as the implementation of the MLR regulations have the potential to significantly disrupt
our individual major medical business. American Republic Insurance Company actively markets individual
major medical insurance in Missouri and provides health insurance coverage to a significant number of insureds
in Missouri.

In the absence of an MLR waiver, carriers may choose to terminate their existing blocks of business and leave
the market, in an effort to avoid future losses and potential solvency concemns. This may leave many customers
in Missouri without coverage and very personally disrupted if they are unable to find new

coverage due to a health condition (before the consumer protections are in place in 2014 and due to ineligibility
for the new high risk pools during the first six months after cessation of coverage).

For individual major medical policies that are individually underwritten, MLR's are much lower in the early
vears after a policy is issued and increase over time as underwriting "wears off" and more health problems
develop. Continuing to issue significant amounts of newly underwritten policies over the next few vears will
only make it more difficult for us to achieve an 80 percent annual MLR across our block of individual medical
business. This could serve as an incentive for us and other carriers who remain in the individual market to
minimize their marketing activity prior to 2014, creating a potential lack of product availability for Missouri
consumers over the next few years.

As a result of these issues, we respectfully ask that Missouri strongly consider requesting a waiver of the
Individual Market MLR until 2014 10 avoid disruption in the individual market and the negative impact the
MLR requirement will have on Missouri residents, individual insurance carriers, and insurance agents

and American Republic and its employees.

1. Whether Missouri should request ap adjustment fo the MLR for the individual markert in the state.

Yes, American Republic Insurance Company strongly believes that an MLR waiver is needed to avoid
significant disruption to the individual market in Missouri, ensuring that Missouri customers continue to have
choice in the market and the ability to retain their existing coverage.

11, If so, the appropriate adjusted MLR and suggestions for the length of the transitional period in
Missouri,

American Republic Insurance Company is in favor of a full waiver of the MLR requirement during the
transition period from 2011 to 2013. While a full waiver would still require us to be prepared for the 2014 MLR
requirement, it would allow us more flexibility in designing the best transition. Note that even with a full MLR
waiver, we will still have to reduce expenses and agent compensation each year during the transition period as
we approach 2014 (since business issued during the transition period from 2011 to 2013 will be subject 1o an
80% MLR in 2014), however these expense and commissions reductions would be much less drastic, allowing
for a smoother, more orderly transition.



One concern we have is that the credibility adjustments contained in the MLR regulation will not adequately
smooth out the state-by-state loss ratio variations we see in our results. In any given vear, we have a few states
with very low loss ratios, a few states with very high loss ratios, and the majority with loss ratios that are within
a reasonable range of the nationwide average. Due to this natural variation in state-by-state loss ratio results,
we'll likely end up owning rebates in several states even if all states adopted a transitional MLR schedule.

In lieu of a full MLR waiver, a reasonable MLR transition schedule such as 60-65% in 2011, 65-70% in 2012,
and 70-75% in 2013, would work for our business model and allow for a smoother transition as we approach
2014, This schedule will still require us to be prepared for the 2014 MLR requirement, but it would allow us
more flexibility in designing the best transition. Anything higher than this transition schedule would likely
cause significant disruption 1o our business model.

[Tl. The consequences to companies offering individual coverage in Missouri if an adjustment is not
sought.

The MLR regulations will have a significant financial impact on our Company. We operate with very narrow
margins and the MLR requirement will likely result in losses, with limited possibility of future profitability. Qur
Company had strong sales results in 2010, resulting in a higher proportion of recently sold business with lower
loss ratios. For individual major medical policies that are individually underwritten, MLR's are much lower in
the early years after a policy is issued and increase over time as underwriting "wears off” and more health
problems develop. Due to our inforce business being more weighted towards newer business, it will be very
difficult for us to achieve an 80 percent annual MLR in 2011, and puts us at a disadvantage relative to
companies that have more mature books of business and a more steady mix of older and newer policies (and a
correspondingly higher MLR). Continuing to issue significant amounts of newly underwritten policies over the
next few years from 2011 to 2013 will only make it more difficult for us to achieve an 80 percent annual MLR
across our block of individual medical business. This could serve as an incentive for us and other carriers who
remain in the individual market to minimize their marketing activity prior to 2014, creating a potential Jack of
product availability for Missouri consumers over the next few vears.

Applying an 80 percent MLR requirement to existing individual business that had originally been priced under
lower MLR expectations will most likely result in losses on this business, with little or no ability to recover
those losses. Materially reducing the administrative (non-claims) costs associated with existing business in
order to reduce financial losses is unlikely to be feasible. We have a large number of vendor contracts related to
administration and claims management, as well as a large number of agent compensation contracts related to
marketing, distribution, and servicing of policies. Our commission contracts generally cannot be changed
retroactively for policies issued prior to the enactment of the new MLR requirements. Many of our other vendor
contracts are "locked" in and require a few vears to adjust. As a result, this will put significant pressure on our
operating expenses, as it will not be possible to reduce the contractually agreed upon compensation related to
these contracts on a timely basis. This will expose our Company to significant financial losses.

Additionally, it is more difficult to meet the 80% MLR in the individual market (especially for companies that
focus exclusively on the individual market) due to the higher administrative expenses associated with marketing
and servicing policies at an individual level, coupled with the lower average premiums in the individual market
due to the higher average deductibles being sold in this market for affordability reasons. Further, the rebate
mechanism will create a significant cost that cannot be offset by the margin in the business. Due to this
combination, carriers mayv choose to terminate their existing blocks of business and leave the market, in an
effort to avoid future losses and potential solvency concerns. This may leave many customers in Missouri
without coverage and very personally disrupted if they are unable to find new coverage due 10 a health
condition (before the consumer protections are in place in 2014 and due to ineligibility for the new high risk
pools during the first six months after cessation of coverage). We believe that an MLR waiver is very important
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10 allow for continued availability ¢ coverage options (competition) and for the ability of insureds to retain the
coverage they currently have in the private market.

We believe that an MIR waiver during the transition period, rather than an abrupt shift to an 80% MLR, will
allow for a smoother and less disruptive transition period as we approach 2014, This will also allow for
continued availability of coverage options and for the ability of insureds to retain the coverage they currently
have in the private market. In addition. a full waiver will result in a greater likelihood of us being able to
maintain a significant market presence throughout the transition period and be in a better position to compete in
the market in 2014. An ML R waiver would still require us 10 be prepared for the 2014 MLR requirement, but it
would allow us more flexibility in designing the best transition.

IV. Consequences to brokers or agents offering products in the individual market if an adjustment is not
songht.

We anticipate significant disruption to our distribution partners without a MLR waiver and anticipate
substantially lower sales volume if the waiver is not obtained, Our erganization relies on an agent model for
distribution of our praducts and advising our customers, and we are not positioned to market directly to
consumers at this ume. Our customers work closely with their insurance agents to obtain the best possible
coverage for their personal needs, and we believe our agents are compensated fairly for the services they
provide. [n the absence of a waiver, the compensation we pay to our agents will need to be significantly
reduced, resulting in a business model that may no longer be viable for them to continue operating in this
business. If our agents are forced to find zlternative ways to make a living, this will cause significant disruption
to our customers who rely on their expertise. Note that with an MLR waiver, we will still have 1o reduce agent
compensation each year during the transition period as we appreach 2014 (since business issued during the
transition period from 2011 to 2013 would be subject to an 80% MLR in 2014), however the compensation
reduction would be much less drastic, allowing for a smoother, more orderly transition.

V. Any other matter bearing on the six criteria HHS has identified, as set forth above, that impact the
risk of market destabilization.

i. Continuation of Sales: We are hopeful that Missouri and other states will request an MLR waiver.
We anticipate significant disruption to our distribution partners without a MLR waiver and anticipate
substantiallv lower sales volume if the waiver is not obtained. Qur organization relies on an agent model
for distribution of our products and advising our customers, and we are not positioned to market directly
to consumers at this time. Also, without an MLR waiver, continuing to issue significant amounts of
newly underwritten policies over the next few years from 2011 to 2013 will only make it more difficult
for us 10 achieve an 80% annual MLR acress our block of individual medical business. This could serve
as an incentive for us and other carriers who remain in the individual market to minimize their
marketing activity prior to 2014, creating a potential lack of product availability in the individual market
over the nex1 few years and reducing consumer choice in Missouri.

il. Exiting the Individual Market: We are continuing to evaluate the financial viability of our major
medical line of business in light of Health Care Reform and the MLR regulation 10 ensure that we
discharge our fiduciary duty to our Policyholders. Lack of an MLR waiver will significantly impact our
decisions regarding new business and the likelihood that our distributions will remain viable. Limited
selling activities by us and other similarly positioned carriers will create less choice and competition in
Missouri. In addition, the lack of new business within the block will continue to put pressure on our
management decisions as it relates to the ability to keep the block active and could increase the
likelihood of a decision to cancel the existing business.

iii. Potential impact on premiums paid by current policyholders - We believe that medical trends
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will increase from current levels primarily due 1o billed charges increasing and a more difficult
negotiating environment with providers. We also expect increased utilization due to provider behavior
under the new mandates. Further, we expect increased provider cost-shifting due to continued
government cuts in public medical insurance programs, as well as more cost-shifting from the increasing
population of uninsured and under-insured patients. As we approach a guarantee issue environment in
2014 with modified community rating, we expect premiums to increase significantly as younger,
healthier insureds choose to opt out of coverage due to the prohibitive cost,

[nitially, when considered in isolation, an 80% MLR will result in more dollars of premium being paid
out in benefits and may result in lower initial premiums (if the new PPACA benefits don't offset al! of
this). However, due to the iteros noted above, our view is that premiums will increase at a faster pace in
the new environment, and will be significantly higher than they would have otherwise been as we reach
2014.

We believe an MLR waiver is critical to maintain as much competition in the market as possible, so that
Missouri consumers continue to have choices in the individual market and the ability to retain their
existing coverage.

iv. Potenfial impact oo benefits and cost-sharing of existing products - The absence of an MLR
waiver could result in carriers minimizing their marketing activity prior to 2014, creating a potential lack
of product availability for Missouri consumers over the next few years. Carriers may also choose to
terminate their existing blocks of business and leave the market, in an effort to avoid future losses and
potential solvency concerns associated with the MLR requirement. This will result in a lack of product
availability and choice for Missouri consumers. In addition, if premium trends increase as indicated
above, Missouri consumers may be forced 1o purchase coverage that has lower benefits and higher cost-
sharing components, due to affordability issues,

v. Potential impact on consumer access fo agents and brokers - We anticipate significant disruption
to our distribution partners without a MLR waiver. Our organization relies on an agent model for
distribution of our products and advising our customers. Our customers work closely with their
insurance agents to obtain the best possible coverage for their personal needs. In the absence of a
waiver, the compensation we pay to our agents will need to be significantly reduced, resulting in a
business model that may no longer be viable for them to continue operating in this business. If our
agents are forced to find alternative ways to make a living, this will cause significant disruption to our
customers who rely on their expertise. The result will be less choice and availability of coverage options
for consumers in Missouri.

As a result of these issues, we respectfully ask that Missouri strongly consider requesting a waiver of the
Individual Market MLR until 2014 to avoid disruption in the individual market and the negative impact the
MLR requirement will have on Missouri residents, individual insurance carriers, and insurance agents.We
believe that an MLR waiver during the transition period, rather than an abrupt shift to an 80% MLR, will allow
for a smoother and less disruptive transition period as we approach 2014. While a full waiver or graded MLR
would still require us to be prepared for the 2014 MLR requirement, it would allow us more flexibility in
designing the best transition, and enable us to minimize disruption for our agents and customers. This will also
allow for continued availability of coverage options and for the ability of insureds to retain the coverage they
currently have in the private market.

Please let me know if you have questions or need any additional information.

Sincerely,



Mark A Willse, FSA

Vice President and Actuary
American Enterprise Group
515-245-2253
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Kempker, Mary

From: mark.willse@americanente-prise.com

Sent: Wednesday, December 29, 2010 10:43 AWM
To: Kempker, Mary

Subject: MLR COMMENTS - Wor d ‘rsurance Company

Dear Ms. Kempker,

We appreciate the opportunity to submit comments related to the MLR requirements for Werld Insurance
Company (including the recently assumed policies from Continental General Insurance Company and Central
Reserve Life Insurance Company), as the implementation of the MLR regulations have the potential to
significantly disrupt our individual major medical business. World Insurance Company actively markets
individual major medical insurance in Missouri and provides health insurance coverage to a significant number
of insureds in Missouri.

In the absence of an MLR waiver, carriers may choose to terminate their existing blocks of business and leave
the market, in an effort to avoid future losses and potential solvency concerns. This may leave many customers
in Missouri without coverage and very personally disrupted if they are unable to find new

coverage due to a health condition (before the consumer protections are in place in 2014 and due to ineligibility
for the new high risk pools during the first six months after cessation of coverage).

For individual major medical policies that are individually underwritten, MLR's are much lower in the early
years afler a policy is issued and increase over time as underwriting "wears off™ and more health problems
develop. Continuing to issue significant amounts of newly underwritten policies over the next few years will
only make it more difficult for us to achieve an 80 percent annual MLR across our block of individual medical
business. This could serve as an incentive for us and other carriers who remain in the individual market to
minim:ze their marketing activity prior to 2014, creating a potential lack of product availability for Missoun
consumers over the next few years.

As a result of these issues, we respectfully ask that Missouri strongly consider requesting a waiver of the
Individual Market MLR unti]l 2014 to avoid disruption in the individual market and the negative impact the
MLR requirement will have on Misseouri resideats, individual insurance carmiers, .20 insurance agents

and Wcrld and its employees.

I. Whether Missouri should request an adjustment to the MLR for the individual market in the state.

Yes, World Insurance Company strongly believes that an MLR waiver is needed to avoid significant disruption
to the individual market in Missoun, ensuring that Missoun customers continue to have choice in the market
and the ability to retain their existing coverage.

IL. If so, the appropriate adjusted MLR and suggestions for the length of the transitional period in
Missouri.

World Insurance Company is in favor of a full waiver of the MLR requirement during the transition period from
2011 10 2013. While a full waiver would still require us to be prepared for the 2014 MLR requirement, it would
allow us more flexibility in designing the best transition. Note that even with a full MLR waiver, we will still
have to reduce expenses and agent compensation each year during the transition period as we approach 2014
(since business issued during the transition period from 2011 to 2013 will be subject to an 80% MLR in 2014),
however these expense and commissions reductions would be much less drastic, allowing for a smoother, more
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orderly transition.

One concern we have is that the credibility adjustments contained in the MLR regulation will not adequately
smooth out the state-by-state loss ratio variations we see in our results. In any given year, we have a few states
with very low loss ratios, a few states with very high loss ratios, and the majority with loss ratios that are within
a reasonable range of the nationwide average. Due 1o this natural variation in state-by-state loss ratio results,
we'll likely end up owning rebates in several states even if all states adopted a transitional MLR schedule.

In lieu of a full MLR waiver, a reasonable MLR transition schedule such as 60-63% in 2011, 65-70% in 2012,
and 70-75% in 2013, would work for our business model and allow for a smoother transition as we approach
2014. This schedule will still require us to be prepared for the 2014 MLR requirement, but it would allow us
more flexibility in designing the best transition. Anything higher than this transition schedule would likely
cause significant disruption to our business model.

II1. The consequences to companies offering individual coverage in Missouri if an adjustment is not
sought,

The MLR regulations will have a significant financial impact on our Company. We operate with very narrow
margins and the MLR requirement will likely result in losses, with limited possibility of future profitability. Our
Company had strong sales results in 2010, resulting in a higher proportion of recently sold business with lower
loss ratios. For individual major medical policies that are individually underwritten, MLR's are much lower in
the early years after a policy is issued and increase over time as underwriting "wears off” and more health
problems develop. Due to our inforce business being more weighted towards newer business. it will be very
difficult for us to achieve an 80 percent annual MLR in 2011, and puts us at a disadvantage relative to
companies that have more mature books of business and a more steady mix of clder and newer pelicies (and a
correspondingly higher MLR). Continuing to issue significant amounts of newly underwritten policies over the
next few years from 2011 to 2013 will only make it more difficult for us to achieve an 80 percent annual MLR
across our block of individual medical business. This could serve as an incentive for us and cther carriers who
remain in the individual market to minimize their marketing activity prior to 2014, creating 2 potential lack of
product availability for Missouri consumers over the next few years.

Applying an 80 percent MLR requirement to existing individual business that had criginally been priced under
lower MLR expectations will most likely result in losses on this business, with little or no ability to recover
those losses. Materially reducing the administrative (non-claims) costs associated with existing business in
order to reduce financial losses is unlikely to be feasible. We have a large number of vendor contracts related to
administration and claims management, as well as a large number of agent compensation contracts related to
marketing, distribution, and servicing of policies. Our commission contracts generally cannot be changed
retroactively for policies issued prior to the enactment of the new MLR requirements. Many of our other vendor
contracts are "locked” in and require a few years to adjusl. As a result, this will put significant pressure on our
operating expenses, as it will not be possible to reduce the contractually agreed upon compensation related to
these contracts on a timely basis. This will expose our Company 1o significant financial losses.

Additionally, it is more difficult to meet the 80% MLR in the individual market (especially for companies that
focus exclusively on the individual market) due to the higher administrative expenses associated with marketing
and servicing policies at an individual level, coupled with the lower average premiums in the individual market
due 10 the higher average deductibles being sold in this market for affordability reasons. Further, the rebate
mechanism will create a significant cost that cannot be offset by the margin in the business. Due to this
combination, carriers may choose to terminate their existing blocks of business and leave the market, in an
effort 10 avoid future losses and potential solvency concerns. This may leave many customers in Missouri
without coverage and very personally disrupted if they are unable to find new coverage due 10 a health
condition (before the consumer protections are in place in 2014 and due 1o ineligibility for the new high risk
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poois during the first six months after cessation of coverage). We believe that an MLR waiver is very important
to allow for cortinued availability of coverage options (competition) and for the ability of insureds to retain the
coverage thev currently have in the private market.

We believe that an MLR waiver during the transition period, rather than an abrupt shift to an 80% MLR, will
allow for a smoother and less disruptive transition period as we approach 2014. This will also allow for
continued availability of coverage options and for the ability of insureds to retain the coverage they currently
have in the private market. In addition, a full waiver will result in a greater likelihood of us being able to
maintain a significant market presence throughout the transition period and be in a better position 10 compefie in
the market in 2014. An MLR waiver would still require us 10 be prepared for the 2014 MLR requirement, but it
would allow us more flexibility in designing the best transition.

IV. Consequences to brokers or agents offering products in the individual market if an adjustment is not
sought,

We anticipate significant disruption 1o our distribution partners without a MLR waiver and anticipate
substantially lower sales volume if the waiver is not obtained. Our organization relies on an agent model for
distribution of our products and advising our customers, and we are not positioned to market directly to
consumers at this time. Our customers work closely with their insurance agents to obtain the best possible
ceverage for their personal needs, and we believe our agents are compensated fairly for the services they
provide. In the absence of a waiver, the compensation we pay to our agents will need to be significantly
reduced, resulting in a business model that may no longer be viable for them to continue operating in this
business. If our agents are forced to find alternative ways to make a living, this will cause significant disruption
to our customers who rely on their expertise. Note that with an MLR waiver, we will still have 1o reduce agent
compensation each year during the wransition period as we approach 2014 (since business issued during the
transition period from 2011 to 2013 would be subject to an 80% MLR in 2014), however the compensation
reduction would be much less drastic, allowing for a smoother, more orderly transition.

V. Any other matter bearing on the six criteria HHS has identified, as set forth above, that impact the
risk of market destabilization.

i. Continuation of Sales: We are hopeful that Missouri and other states will request an MLR waiver.
We anticipate significant disruption to our distribution partners without a MLR waiver and anticipate
substantially lower sales volume if the waiver is not obtained, Our organization relies on an agent model
for distmbution of our products and advising our customers, and we are not positioned to market directly
10 consumers at this time. Also, without an MLR waiver, continuing to issue significant amounts of
newly underwritten policies over the next few years from 2011 to 2013 will only make it more difficult
for us to achieve an 80% annual MLR across our block of individual medical business. This could serve
as an incentive for us and other carriers who remain in the individual marke? to minimize their
marketing activity prior 1o 2014, creating a potential lack of procuct availability in the individual market
over the next few vears and reducing consumer choice in Missouri.

ii. Exiting tbe Individual Market: We are continuing to evaluate the financial viability of our major
medical line of business in light of Health Care Reform and the MLR regulation to ensure that we
discharge our fiduciary duty to our Policyholders. Lack of an MLR waiver will significantly impact our
decisions regarding new business and the likelihood that our distributions will remain viable. Limited
selling activities by us and other similarly positioned carriers will create less choice and competition in
Missouri. In addition, the lack of new business within the block will continue to put pressure on our
management decisions as it relates 10 the ability fo keep the block active and could increase the
likelihood of a decision to cancel the existing business.
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ii. Potential impact on premiums paid by current policyholders - We believe that medical trends
will increase from current levels primarily due to billed charges increasing and a more difficult
ncgotiating environment with providers, We also expect increased utilization due to provider behavior
under the new mandates. Further, we expect increased provider cost-shifting due to continued
government cuts in public medical insurance programs, as well as more cost-shifiing from the increasing
population of uninsured and under-insured patients. As we approach a guarantee issue environment in
2014 with modified community rating, we expect premiums 1o increase significantly as younger,
healthier insureds choose to opt out of coverage due to the prohibitive cost.

Initially, when considered in isolation, an 80% MILR will result in more dollars of premium being paid
out in benefits and may result in lower ininal premiums (if the new PPACA benefits don't offset all of
this). However, due 10 the items noted above, our view is that premiums will increase at a faster pace in
the new environment. and will be significantly higher than they would have otherwise been as we reach
2014,

We believe an MLR waiver is critical to maintain as much competition in the market as possible, so that
Missour1 consumers continue to have choices in the individual market and the ability to retain their
existing coverage.

iv. Potential impact on benefits and cost-sharing of existing products - The absence of an MLR
waiver could result in carriers minimizing their marketing activity prior to 2014, creating a potential lack
of product availability for Missouri consumers over the next few vears. Carriers may also choose to
terminate their existing blocks of business and leave the market, in an effort to avoid future losses and
potential solvency concerns associated with the MLR requirement. This will result in a lack of product
availability and choice for Missouri consumers. [n addition, if premium trends increase as indicated
above, Missouri consumers may be forced to purchase coverage that has lower benefits and higher cost-
sharing components, due to affordability issues.

v. Potential impact on consumer access to agents and brokers - We anticipate significant disruption
{0 our distribution partners without a MLR waiver. Our organization relies on an agent model for
distribution of our products and advising our customers. Our customers work closely with their
insurance agents 10 obtain the best possible coverage for their personal needs. In the absence of a
waiver, the compensation we pay 1o our agents will need to be significantly reduced, resulting in a
business model that may no Jonger be viable for them to continue operating in this business. If our
agents are forced 1o find alternative ways to make a living, this will cause significant disruption to our
customers who rely on their expertise, The result will be less choice and availability of coverage options
for consumers in Missourl,

As a result of these issues, we respectfully ask that Missouri strongly consider requesting a waiver of the
Individual Market MLR until 2014 1o avoid disruption in the individual market and the negative impact the
MLR requirement will have on Missouri residents, individual insurance carriers, and insurance agents.We
believe that an MLR waiver during the transition period, rather than an abrupt shift 10 an 80% MLR, will allow
for a smoother and less disruptive transition period as we approach 2014. While a full waiver or graded MLR
would still require us 1o be prepared for the 2014 MLR requirement, it would allow us more flexibility in
designing the best transition, and enable us to minimize disruption for our agents and customers. This will also
allow for continued availability of coverage options and for the ability of insureds to retain the coverage they
currently have in the private market.

Please let me know if you have questions or need any additional information.



Sincerely,

Mark A Willse, FSA

Vice President and Actuary
American Enterprise Group
515-245-2253
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NOTICE: This e-mail message and its attachments are for the sole use of
the intended recipient(s). It may contain confidential information that
is privileged or exempt from disclosure under applicable law. If you are
not the intended recipient(s), you are notified that the dissemination,
distribution or copying of this message and/or its attachments is strictly
prohibited. If you received this transmission in error, please notify the
sender by either telephone or e-mail and delete or destroy all copies of

this message and its attachments in all media. Thank you.
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Kempker, Mary

From: Ronald Kotowsk [ron.kotowski@gmail.com)]
Sent: Wednesday, Decemper 29, 2610 325 PM
To: Kemgpker, Mary

Cc: Dale Turvey

Subject: MLR

Helle Ms. Kempker. For your consideration, Dale Turvey and I have the fo' owing comments to
offer regarding the MLR.

We would strongly encourage you to apply for waivers from the MLR for insurers. We are aware of insurers,
specifically smaller insurers, who will exit the major medical market as they do not believe they wiil be able to
survive meeting the MLR requirements. We have heard from insurers that they will discontinue marketing
major medical type products and instead, offer supplemental type preducts, which are not subject to the MLR.
By obtaining a waiver for the insurers, they would have more opportuinty to adjust to the MLR requirements in
a more reasonable manner and perhaps continue in the major medical market. As we are sure you are aware, a
number of state insurance departments are applying for such a waiver.

Regarding producer c