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Hearings and Meetings
ALL LOCATIONS are in the Harry S Truman State Office Building unless otherwise
noted.
Insurance Hearing and Meeting Schedule
D?IEF and Place* Agenda**
ime
Medical L.oss Ratio
The purpose of this hearing will be to solicit testimony on the record
related to the particular effect of the Medical Loss Ratio on the
individual health insurance market in Missouri.
In lieu of or in addition to providing testimony at the hearing, interested
parties may also submit written comments in the form of a swom
affidavit to the Department. Such comments shall be submitted no later
than 5:00 p.m. CST on December 30, 2010 and shall be submitted via
U.8. Mail, E-Mafil, or in person as outlined below.
Mailing Address:
John M. Huff, Director
December Department of Insurance, I'inancial Institutions, and Professmnal
28,2010 | Room |Registration
9:00amto ) 500 |p.. Box 690
12:00 Noon

Jefferson City, MO 65102

Physical Address:

Department of Insurance, Financial Institutions, and Professional
Registration

Harry 8 Truman State Office Building

301 West High Street, Room $30

Jefferson City, MO 65101

E-mail: mary kermpker@insurance.mo.gov
Please use “MLR COMMENTS™ in the Subject Line

For more information on MLR and the specific form of comments,
please visit:
http://insurance.mo.gov/aboutinsurance/meetings/medical _loss_ratio htn
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*SPECIAL NEEDS:
If you have special needs addressed by the Americans with Disabilities Act, please notify us
at least five (5) working days prior to the event.

Privacy Policy | Disclaimer | Accessibility

For questions or comments regarding this site, please contact the web team.
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XHTML | C55 1 508

URL: hitp:// Insurance.mo.gov faboutInsurance/meetings/index.htm
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.The federal regulations related to Medical Loss Ratios are published in
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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 implementing 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 mcet a specified annual loss ratio or pay
rebates to corollees, also known as the Medical Loss Ratio. PPACA
specifies that large group plans must have loss ratio of 85% or higher,
and small group and individual plans must have 2 loss ratio of 80% or
higher. Health insurance issuers are required to report these ratios to HHS
each year. If the ratio is not met, the issuer must 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
individual market in a State for a given MLR reporting year if it is
determined 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
would be beneficial to allow thosc with an interest in the issue the
opportunity to present their views as 1o whether the Department should
pursue an adjustment to the MLR for the State of Missourl.

the Federal Register, 75 Fed. Reg. 74864, et seq. (December 1, 2010) (45
C.F.R. Part 158). The regulations specify that adjustments to Medical
Loss Ratio requirements are granted by the Secretary of HHS and are
granted on a state-wide basis, not to individual insurers. Only the 80%
ratio may be adjusted and only when the 80% ratio "may destabilize the
individual market" in the state requesting the adjustment. The adjustment
i3 not a walver of all loss ratios. The request for an adjustment to the
MLR standard for a statc must be made by the State's insurance
regulatory authority and the adjustment can be made for up to three years.
45 C.F.R. §158.310.
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HHS outlines six criteria to determine the risk 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 impact on competition in the Statc;

+ The number of individual market enrollees covered by issuers that
are reasonably likely to exit the State abscnt an adjustment to the
80% MLR;

+ Whether absent an adjustment to the 80% MLR standard
consumers may be unable to access agents and brokers;

* The alternate coverage options within the State available to
individual market enrollees in the event an issuer withdraws from
the market;

* The impact on premiums charged, and on benefits and cost-sharing
provided, to consumers by issuers remaining in the market in the
event one or more issucrs were to withdraw from the market; and

« Any other relevant information submitted by the State's insurance
commissioner, superintendent, or comparable official in the State's
request.

FORM OF COMMENTS

The Director is requesting comment from individual consumers, insurers
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 to the health insurance marketplace in Missouri.

Comments should specifically address any or all the following issues:

+ Whether Missouri should request an adjustment to 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 Missouri;

» The consequences to companies offering individual coverage in
Missouri if an adjustment is not sought;

+ The consequences to brokers or agents affering product s in the
individual market if an adjustment is not sought; and

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

Comments may address the impact of Medical Loss Ratios on
individuals, insurers, or agents as well as any other individual, Comments
should be brief, specific, fact-based, and focused on the Missouri health
insurance marketplace. Supporting data should be targeted to conditions
in the State of Missouri.

The Director will use the information gathered along with information
from other sources o determine whether Missouri should request an
adjustment to the Medical Loss Ratio rules from the U.S. Department of
Health and Human Services.
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December 28, 2010

John M. Huff, Director

Department of Insurance, Financial Institutions, and Professional
Registration

P.O. Box 690

Jefferson City, MO 65102

Dear Director Huff,
Missouri Health Care for All respectfully submits these comments
regarding possible waiver or adjustment of the Medical Loss Ratio in

the State of Missouri.

Thank you for this opportunity to provide testimony. It is important {0 us
to have the grassroots and faith voices heard in this issue.

tf you have any questions or require additional information please

contact Stacey Sickler, Administrative Director, at 314-570-5505 or at
stacey@interfaithstl.org.

Sincerely,

v Bév. Jim Hill

Missouri Health Care for All
Steering Committee Member

Stacey Sickler
Administrative Director

Warking to secure access to gffordable, qualify health care cheices for all Missourians.



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

Submitted by Rev. Jim Hill on behalf of the Missouri Health Care for All Steering Committee
December 28, 2010

My name is the Reverend Jim Hill, and I’'m on the Steering Committee of Missouri Health Care for All.
MHCFA is a grassroots, non-partisan movement of faith and community leaders committed to securing
guality, affordable health care for all Missourians. We have 120 organizations wha have endorsed our
Principles for a just health care system. In addition, we have more than 7300 grassroots metnbers.

We are very glad to see a public process begin in Missouri on components of the Affordabie 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.

Missouri Health Care for All firmly believes that we have a moral obligation to make sure that every
person and family in our state has access to the rich health care resources Missouri enjoys. We
understand there is a 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 maney they make. Still, we are
committed to that vision and to holding Missouri officials and companies that conduct business in
Missouri accountable to that vision.

We strongly assert that investing in health care for all is both critically important for the well-being of all
Missourians and a sound economic investment. Based on faith and ethical values, we affirm that al}
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 our 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 is intended to put effective pressure on insurance companies—to do better, to decrease
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 wiill impact many insured families.

The 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
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. 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
continue to harm consumers. The MLR restores needed balance.

Missouri consumers need increased transparency to 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 insurance market. However, here in Missouri we do not have sufficient data
readily available to consumers to evaluate the effect on the marketplace. Only twao other states
(Georgia and Montana) have so little transparency with regard to insurance premiums 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 federal
government have greater capacity to protect consumer interests,

However, we do know that Missouri families and small businesses have been saddled with staggering
premium increases, The cost of insurance grew by a startling 83% between 2000 and 2009 for
Missouri Consumers. The transparency 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 pramium
dollars, and to shop wisely with that knowledge.

Conclusion:

Far 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.

Any potential adjustment should involve a rigorous assessment by the Department of insurance and
should be transparent and should invoive significant consumer input and engagement.

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 tools are availakle 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 Insurance not to request a waiver lowering the
Medical Loss Ratio standards for the State of Missouri.



Missouri Health Care for All Principles
We resolve that a health care reform plan should:

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

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

Access and affordability of health care will meet the unique needs of rural
communities challenged by geography and communities with high rates of
poverty or uncmployment. We also must ensutc adequate participation of
health care practiioners to meet this goal including ensuting 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
insutrance programs including seniors, low income individuals, children and
pcople with disabilities. 1n addition, we must expand coverage to everyone,
including those with pre-existing conditions.

*» Achieve fair and efficient financing.

Financing health care for all Missourians will include fair contributions from
individuals, businesses, and public resources. The community will explore
revenue sources that other states have successfully used to expand healthcare.
Wisc stewardship of our resources is critical 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
overcome racial and ethnic disparities.

- Ensure meaningful public input into each step of developing the plan,
including public meetings and hearings and meaningful 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 education,
preventive care and mental health parity.

- Be subject to annual review and evaluaton of the impact on the uninsured,
the health care system and individuals who are insured under the new plan.
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Building a Movement...:

We’ve all heard the stories.

Working parents who can’t afford to
see a doctor...senior citizens cutling
their prescribed pills in half...families
forced to choose between filling their
gas tank or filling their prescriptions...
doclors who can’t treat their cancer
patient as they see best because the in-
surance company denied payment.

These stories shouldn’t be true in
Missouri.

Throughout the state, Missourians are speaking
out for health roformn in the belief that every per-
son deserves guaranteed, affordable health care
choices. Health care that pravides real and
meaningful choices so we can make responsible
life decisions. Missouri Health Care for All is
bringing us together.

We are breaking down the barriers that divide us.
We are educating curselves about the

challenges and the possible solutiuns, We are
building a grassroots coalition that allows the
voice of Missouriaus to rise above the powerful
mfluence of welt-paid industry lobbyists.

This work requires trust, patience and a belief that
together we can creale change. Flease join us.
Be one of the many individuals, organizations,
and faith groups thal will bring accessible,
affordahle, quality health care choices 1o all
Missourians.

.‘ncﬂm@am& Care for All

History

In April 2007, a group of faith and community
leaders met to hear Vinny DeMarco of the Mary-
land Health Care for All Coalition. Vinny de-
scribed how a small group of concerned

citizens grew a puwerful statewide coalition by
agreeing to certain principles. Following this suc-
cesslul model, Missouri drafted principles and
began organizing a broad array of groups and
individuals to call for a long term plan that will
provide health care for all in Missouri.

In 2009, the movement has grown 1o include in-
dividuals in Cape Girardeau, Mid-Missouri,
Southeast Missouri, Farmington, Poplar Bluff, St.
Louis and Kansas City. We are continuing to
grow the movement statewide,

Missouri Health Care for All has not endorsed
any particular policy or legislation. We are
building a movement that will have enough
power to demand thal our leadcers create a
plan to bring high-quality, affordable health
care choices to all Missourians. Our vision is tc
build a base that is big enough, strong enough,
and diverse enough to ensure that whatever plan
Missouri adapls will agree with ocur

Principles.

For more information:

Stacey Sickler, Health Care Advocate
4144 Lindell Blvd. Ste 221
St. Louis, MO 63108

Phone; 314-531-4787
Fax: 314-531-4785
ssicklcr@faithbeyondwalls.org

www.mohealthcareforall.org
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Missouri
Health
Care for All

Join the grassroots
movement that will bring
health care to all
Missourians!
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Our Principles

We affirm, based on moral and ethical values, that
all persons should have the opporiunity for health
care and healing, We strongly assert that investing
in health care for all is critically important for the
well-being of all Missourians and economic health
of our state,

Missouri is straggling with rising health care costs
for those who are insured, significant declines in
health care access and increasing numbers of the
uninsured. These serious challenges and the ripple
effects they prodace in our communities,
congregations and families motivate us to work
diligently to improve health care for all
Missourians.

Our Principles call for quality, affordable, health

care choices for all and reflect four key areas:

= All Missourians must have guality, affordable
health care,

s The care must be available regardless of where
you live or how much money you make.

= Missourians will have choices that include
good public insurance programs and private
coverage.

« Individuals, businesses, government and
insurers will share responsibility in making
health care access and costs affordable,
efficient and fair.

Please Join Us!

We need YOU 1o build a diverse, statewide
movement for health care reform.

Please read the Principles in this brochure. If
you support them, please join our

movement by completing and submitting the
attached form. You can also join online at
www.mohealthcareforall.org.
We welcome all individuals, faith
congregations and community groups.

As a member of Missouri Health Care for
All, you will receive regular updates, timely
health care alerts, and opportunities ro learn
and o take action.

You can participate in many different ways:
by attending planning meetings; recruiting
new members; participating in community
education or media events; talking to 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 work towards high-quality,
affordable health care choices for all
Missourians.

Together, we will bring health care for all to
Missouri.

[ YES! I support the Missouri Health Care for
All Principles. T want to join this movement . T
am supporting MO Health Care for All as

{pleasc cirele one)

An Individual 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 Al1? 1 would like to:

U Allow my name/organization’s name to be
printed on Missouri Health Care for All
literature.

Participate in meetings and planning.
Ask others to support the Principles.
Write letters to the editor.

Contact my legislators.

Provide information about individuals in my
family/community/congregation who are strug-
gling to get health care.

D O oo

Please return to:

Stacey Sickler

Missouri Health Care for All
4144 Lindell Blvd, Suite 221
5t. Louis, MO 63108
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Testimony before the Missouri Department of Insurance, Financial Institutions, and
Professional Registration opposing an adjustment to the MLR for the State of Missouri.

Submitted, by Amy Smoucha, Missouri Jobs with Justice
December 28, 2010

My name is Amy Smoucha and I'm a statewide health care organizer with Missouri Jobs with
Justice, and I'd like to speak today on behalf of health care consumers in Missouri and urge you to
fully implement the federal medical loss ratio. We believe it wili be harmful to Missouri consumers if
the Department obtains an adjustment to the new MLR standards. Jobs with Justice is a coalition of
labor, community, faith and student groups. We have more than 100 member organizations in the
State and grassroots membership of 10,000 Missourians. Qur members, who are working people
and middle class families, have a significant stake in the implemeantation of the Affordable Care Act,
especially provisions that will make health care premiums more affordable and insurance companies
more accountable to consumers. We are concerned that if the state seeks a federal adjustment to
the medical loss ratio, working and middle class families in our state will lose an important premium
protection and will be forced to forfeit rebates that are owed to them under federal law.

The Medical Loss Ratio Rule is good public policy

The medical loss ratio provision of the Affordable Care Act (ACA) is intended to ensure that
consumers get good value for their health care dollar. This rule was developed after extensive, non-
partisan debate at the National Association of Insurance Commissioners (NAIC). The medical loss
ratio provision is good for Missouri's worker and families purchasing in the individual and small graup
markets.

Missourians desperately need protection from soaring premiums and decreasing value of health
coverage, Ourfamilies have struggled with unreasonable premium rate increases in the last few
years. Qverall, the cost of health insurance grew 83 percent between 2000 and 2009, while median
earnings in the state grew only 23 percent. We're spending more and more for less coverage, and
our earnings are stagnant. The ¢osts of health care premiums for working families is soaring out of
control, growing at unsustainable rates, and insurance companies can and must deliver more value,

Missouri copsumers need transparency.

The transparency of the medical Joss ratio rule is also good for working families. This policy means
that, for the first time, consumers can get an answer to an important question: when we pay health
care premiums, where is all of our money going? Currently, Missour does not even require haalth
insurers to file their rate increases with the state. Only two other states have so little fransparency
{Georgia and Montana). We urge the state to view the application of a medical loss ratio as another
important tool in making sure consumers get a fair deal. At the very least, implementation of the
medical loss ratio requirements wouid mean that if an insurer implements a rate increase that turns
out not to be necessary to cover health care claims and quality improvement expenses, the
consumer would get the excess back.

insurance companies must be accountable and must deliver better value

Some insurers in the state 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, Missouri consumers are fed up with unjustified premium increases that leave too
many of us with ever-increasing premiums or, worse yet, uninsured. We are also fed up with insurers
who seek to control the market and then take advantage of consumers with high premiums and low
value policies. Data available on the insurance department website shows that three of the top five
insurers writing policies in Missouri's individual market are meeting or close to meeting the 80% MLR




spending farget. In 2009 Blue Cross/Blue Shield of Kansas City, reported an 80.56% MLR. Mercy
Health Plans reported 78.97%, and Continental Life Ins. Reported an MLR of 82.14%. Though the
methodology of each company is not defined, the only available data indicates that the new federal
standards would not place any significant burden on these companies and clearly some Missouri
plans are delivering better value.

Other insurers should be able to lower their administrative expenses to meet the MLR spending
target ar they should rebate consumers the difference. For instance, the website indicates that
Healthy Alliance, the insurer that holds the largest share of the individual market in Misscuri spends
less than 70% of premiums on care. Why is one company with more than half of the market share
unable to deliver a competitive Medical Loss Ratio? Healthy Alliance and other insurers need to
work with the consumers and Missouri Department of Insurance to help create a more competitive,
value-for-premium health insurance system. Missouri’s working families who have faced an 83%
increase in premiums since 2000 need to know where our premiums dollars go and why our
premiums and deductibles are so unsustainably high? As a subsidiary of Wellpoint, what portion of
premiums from Healthy Aliiance went toward the company's 91% profit increase or their CEO’s 51%
pay increase in 2009—a CEQ who makes more than $11 million in annual compensation? If such
insurers cannot meet the challenge of competitive MLRs, Missouri should create stronger rules for
insurance companies. For example, we should create new regulations barring any health insurer
who leaves the Missouri individual health insurance market or redlines geographic areas of the state
between now and 2014 from being eligible to sell policies in the new health insurance exchanges.

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

Insurance carriers need to answer some basic guestions. Why are administrative costs in our health
plans so high, and why can’t they be brought down in compliance with the law? Why can insurers
comply with the medical loss ratio in other states, like Colorado and Kansas, but not in Missouri.
How much in rebates will Missourians lose if the state seeks an adjustment? Would the less of a
few low-performing insurers in the state hurt consumers?

It is also important for the State to conduct a thorough, transparent assessment of which insurers wil!
or will not meet the MLR requirements. It's essential to know which insurers fall into the gap since
protecting a few insurers by seeking an adjustment means lowering the standard statewide and
denying all consumers the rebates they are entitied to receive.

Conclusion:

We commend Director Huff for voting with all the other Insurance Commissioners in the nation to
create the MLR Rule. In the last few years, Missouri families have had to tighten their belts to afford
health coverage. It's time for insurers to do the same: cut the waste, become more efficient, and give
consumers a fair deal. Gn 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 Missouri accountable to higher
standards.

Amy Smoucha, Health Care Organizer
Missouri Jobs with Justice

2725 Clifton Ave.

St. Louis, MO 63118

amy@moiwj.org, 314-608-3217




EXHIBIT

p) %
12/27/10 : 4‘(1

TO:  John M. Huff, Director
Department of Tnsurance, Financial Institutions, and Professional Registration
P.O. Box 690
Jefferson City, MO 65102

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

My name is Bernadette Gronborg and I am a resident of Festus, Missouri. I am writing to
inform you that I support the medical loss ratio and ils enforcement with regard to insurance companics
in the State of Missouri.

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

My own personal insurance voyage is a casc in point. I left my position in public library service
at age 60 in order to care for my hushand who has several chronic and scrious medical conditions. I
used Cobra 1o extend my Group Ilealth Care Plan for the maximum number of months at a cost of
nearly $600.00 pcr month.

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

I finally sought and received coverage through AARP. This is insurance provided to AARP
members through Aetna. The only policy I could afford carries a $15,000 deductible. Please read this
correctly, not $1,500, but $135,000. The policy lists a number of things that will not be covered,
including anything related to hypertension, spinal issues, anything related to breast cancer (because my
sister had breast cancer), and anything related to menopause. Since I am post menopausal, I'm not sure
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 policy will cover any injuries related to my being struck broadside by an invading
alien craft, but I'm not certain since reading the 80 page manual is somewhat discouraging. My
premium for such excellent coverage has increased twice this year, even though I HAVE FILED
NO CLAIMS AGAINST my insurance. There was a $40 premium increase in March and another
this month. My current premium is $321.00 per month, The letter I just received from Actna 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.

In a study recently rcleased by United Health Foundation, the American Public Ilealth
Association and Partnership for Prevention, our state has now fallen to 39" in health rankings. (“How



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

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

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

Bernadette 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.

Submitted by Tim Gibbons, Communications Director, Missouri Rural Crisis Center
December 28, 2010

My name Tim Gibbons with the Missouri Rural Crisis Center, a non-prolit statewide farm and rural
organization representing 5600 member families.

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

Our members, comprised of Missouri family farmers and rural citizens, have significant experience in
the individual insurance marketplace, and under the current rules Farm [amilies are not getting value for
their premium dollars. Family farmers are extremely dependent on the private individual marketplace
(30% vs. the national average of 8%) and have been paying into the marketplace and getting very
inadequate health coverage.

Increasingly, many of our members cannot afford to purchase any coverage at all with soaring premiums
and low valuc of the coverage available. We see the Medical Loss Ratio standards as a good first step
in: holding insurance companies accountable for affordable premiums, increasing transparency in the
individual and small group markets and assuring rural families and family farmers a good value for their
premium dollars,

MRCC has partnered with several community groups, including St. Louis University and the Access
Project, to produce a report about access to health insurance for family farmers and ranchers in
Missouri. Our report, based on 2006 data, revealed the problems Missourl farmers and ranchers are
facing in the individual insurance market. And please note premium costs and value for premiums spent
has gotten significantly worse for farm fumilies and rural citizens since this data was gathered in 20006.

The report shows:

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

2. Controlling for age and health status, families insurcd through the individual market spent $2,117
more on health care, on average, than those insured through off-farm jobs.

3. Farmers and ranchers who bought insurance in the individual market relied overwhelmingly on the
costliest types of policies --those with high premiums and hiph deductibles (more than $500 a year). The
tact that so few of those purchasing insurance in the individual market (five of 35 respondents) had low
deductible plans suggpests that low deductible plans are not really available in this market.

4. People with high premium policies ($500 per month/ $6,000 per vear or more) spent significantly
more overall on health care than those who had low premium policies.

We believe the Medical Loss Ratio Policy is headed in the right direction.

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

Missourians have absorbed outrageous and unsustainable premium rate increases in our state in the last
few years. Overall, the cost of health insurance grew 83 percent between 2000 and 2009, while median
carnings in the state grew only 23 percent. Our report shows that 1 out of 5 Missouri farmers and
ranchers surveved reported that health care costs contributed to their financial problems, including



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

Some insurers in the state have claimed that being required to spend 80 cents of cvery premium dollar
on medical care and quality improvement would “force” them to stop selling insurance in the individual
market. MRCC is very concerned about access to health insurance and choice of insurers in rural areas.
However, data available on the insurance department website seems to indicate that scveral insurers are
close to meeting the spending target. Other insurers would need to lower their administrative expenses
or, if administrative spending exceeded the target, would havc to rebate consumers the difference.

While we see no data or reason to assess that the threat of some Missouri insurance companies is
founded or valid, should such concrete data be determined valid by the Department, and the state does
scck an adjustnent, it should be short term, temporary, and designed to move insurers in the right

direction over time. For instance, the standard could be 75 percent in 2011 and 80 percent in 2012 and
2013.

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

The state must create a strong, transparent process of assessing which insurers will or will not meet the
MLR requirements. The federal formula for caleulating the medical loss ratio already makes reasonable
accommuodations for plans that arc small or new or that have low annual limits. It is unfair to consumers
{0 say that the state needs to seek an adjustment beeause a few companies don’t meet the new standard —
the point of the law is to change their behavior, not to sanction it. It is unfortunate that in Missouri we
do not have rules that require insurance companies to provide appropriate data.  Only two othoer states
{Georgia and Montana) have so little transparency with regard to insurance premiums and medical loss
ratios. The Department of Insurance needs to do much more to protect consumers and require plans to
submit standard data. -

We commend Director Huft for voting with every other state insurance commissioner in unanimous
support of the federal regulations. We appreciate his vote especially given the significance of medical
loss ratio as an important piece of the Affordable Carc Act that makes coverage more affordable and
makes the systcin more {ransparent.

We strongly urge Director Huff and the Department of Insurance not to see a waiver or
adjustment of Medical Loss Ratio Rules for the State of Missouri.

Thank you for the oppertunity to testify,

Tim Gibbons

Missouri Rural Crisis Center
1108 Rangeline Street
Columbia, MO 65201

{573) 449-1336
timgibbons@morural.ore
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The Honorable John M. Huff

Director

Missouri Department of Insurance, Financial Institutions,
and Professional Registration

Harry § Truman State Office Building

301 West High Street. Room 530

Jefferson City, MO 65101

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

Dear Director HulT;

UnitedHealth Group appreciates the opportunity o provide written comments on the
topic of the effect of the Medical Loss Ratio (MLR) on the individual health insurance
market in Migsouri.

UnitedHealth Group employs 2,400 people in Missouri, and provides health coverage to
nearly I million residents. Recognized as America’s most Innovative health carc
company by Fortune magazine, UnitedHealth Group offers a highly-diversiiied and
comprehensive array of health and well-being products and services, empowers
individuats, expands consumer choice and strengthens patient-provider relationships.

Through our six businesses—UnitedHealth Care - Employer & Individual,
UnitedHealtheare — Community & State, UnitedHealth Care — Medicare & Retirement.
Tegenix, Preseription Solutions and OpumHealth- our 78,000 employees serve the
health care needs of more than 75 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 benefils programs cnables
us to continunusly foster innovative health solutions aimed at creating 2 modern health
carc svstem that is more aceessible, affordable and personaltzed.

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

Through Golden Rule Insurance Company, a subsidiary of UnitedHealthcare, we offer a
wide range of quality health insurance options to 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
heahth Insurance because they are retired, self-employed or because their employer does
not offer employer-sponsared health insurance.

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

1. Some carriers may stop selling to new customers.

Some newer carriers may conciude that their small scale will not allow them
cover the costs of distribution and administration of new business. As vou know,
individual market busincss is priced to a lifetime loss ratio. As a practical matter,
the loss ratio pattern for underwritien medical business is not level over the
lifetime of any given policy because there are typically lower medical loss ratios
in the early vears 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
year of a new health insurance policy. The combination of high first-year costs to
underwrite new business and potential consumer rebates becanse of low loss
ratios in the early years could lead some carriers to cease new husiness sales.
Without a phase-in of the 80 percent requirement or the latitude to use a rolling
year method to calculate loss ratios, there may be the unintended consequence of
less competition in the market,

2, Carriers could exit the market rather than maintain a book of business at a
loss,

Nationwide, our average individual premium rates are approximately half the cost
of similar coverage in the group market, pritsarily because of individual
underwriting, Adminisirative costs and comnussions, however, are roughlv
equivalent on a per person basis. Therefore, as a percentage of premiums,
individual product administrative costs are roughly twice as large as in the smal!
group market. Conseguently, compliance with the 80 percent loss ratio in the
individual market will be very chatlenging relative to the small group market.
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Phasing-in the MLR over time will give carricrs time to adjust internal cost
structures to 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 msurance
broker. As a result, brokers are vital to the smooth functioning of the insurance
market. Many consumers tell as they would not consider buying a complex
product like health insurance without the help of an insurance prodessional.

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

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

by Help thern seiect the best plan for them and navigate the enroitment and
underwriting process; and,

¢} Provide assistasoe with scrvice needs.

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

Because the price for individual health insurance 1s much lower, on average, than
group insurance prices, and because of the considerable upfront investment in
servicing new customers, broker commissions tend to be highcest 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
conunission.

Under an 80 percent MLR regime, 100 percem of first-year administrative and
profit allowance will be consumed by the typical broker commission. Clearly this
structure 1s unsustainable and will necessitate lower commission percentages than
those used today. As a result, in July of this vear we notified all our brokers that
we may have to lower conymissions on January 1. 2011 for all business sold after
July 2010. Substantially lower commissions will mean fewer trusted advisors in
the market to guide consumers,

In the absence of a robust broker distribution channel, consumers will be forced o
contact each insurer, one at a time. to learn abour 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 1o adjust to the new market realities over a reasonable
period of time and prevent an abrupt loss of services for Missouri consumers.

Lot



4. Younger, hcalthier consumers could have fewer cheices.

Absent a transition pericd 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 uningured population. At
the Jower commissions required to meet the now MLR rules, brokers may be
uniable to offer these products to consumers and, therefore, leave young, healthier
consumers with fewer health insurance alternatives.

In conclusion, we belicve that implementing the medical loss ratio requirements outlined
in the new reform legislation without an appropriate transition period could
unintentionslly destabilize the Missouri individual health insurance market.

We appreciate the time and sttention you have given to this issue and thank you for the
opportunity lo submit cormments for your consideration. Should you have any questions
about our positions, or nced additional information, please feel free to call me or Jarrod
Forbes, Vice President of Government Affatrs ar 314-3932-7106.

Sincerely,

Aae €. Wt

Rieve C. Walll

Chief Executive Officer

{_nitedHealthcare - Missoun and Central/Southern [llinois
13655 Riverport Drive

Maryland Heights, MO 63043
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Testimony for the Mo. Dept. of Insurance
12-28-10 '

Missouri stands out for what it isn't doing. The State dropped another nofch in health rankings this
year while some other states improved their showings,according to a report by the United Health
Feundation the American Public Health Association and Partnership for Prevention. The study now
says Missour ranks 38th. Last year it was 38th per cent. The listing reflects heaith
behaviors,public and private health policies and community and environmental conditions.

Medicare has 3 % administration costs. A lot of us in medical care wanted single payer,medicare
for all, or another governmen run health care program for the recent Heailth Care Bill,.Congress
wanted the new health care bill to use private heaith care insurance companies. The latter are the
second highest profitable businesses in our country.

Therefore it doesn't seem too much that we're asking for an MLR of 80-85 %.
Sincerely

Rea beck MD ~ ‘68,&& f{‘j:,.t{, ,12“ /t/\ /)
520 S. Brentwood Blvd. 1A

Clayton,Mo. 63105-2553

314-727-7374

Biography:

| graduated from Missouri University Medica!l School in Columbia, Me. in 1961. | did an internship
at Jewish Hosp from 1961-1962. My residency was in adult psychiatry at St. Louis University
Medical Schoot.My child psychiatry fraining was at Washington University Child Guidance Clinic.
worked for the St. Louis Public Health Dept,, the John Cochran VA Hosp and for 35 years for the
St. Louis Labor Heatth Institute and 12 years for the Cigna health Ins. Co.

i've been married for 50 years, have 4 daughters of whom 3 are nurses.



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 without
further evidence of need

Submitted by EXHIBIT
Professor Sidney D. Watson %
Center for Health Law Studies g 8

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
Studies of Saint Louis University School of Law. My research focuses on access to
health care including access to private health insurance, Medicaid and Medicare. |
have authored more than 60 articles on health policy and law.

Thank you for the opportunity to comment at this preliminary stage on whether the
Missouri Department of Insurance, Financial Institutions and Professional
Regulation should request that the Secretary of I1HS 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 likelihood” that the
80% 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
value of plans for consumers and improve carrier accountahility for spending and
pricing decision,” but improper 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 applicaticn,
and the process for public involvement in an adjustment request. The notice of
today’s hearing outlined the six criteria the Secretary may consider in making a
determination whether there is a reasonable likelihood of market destabilization,
factors such as the number of insurers likely to cxit the market and the number of
enrollees likely to be impacted if insurers leave the market.

INFORMATION NEEDED TO SUPPORT A REQUEST FOR ADJUSTMENT

I 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
reguirements 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 number 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 regulations; (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 level; (9) whether the issuer has provided a notice of
exit to the department of insurance. See 45 C.F.R. 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 ne information about net underwriting profits, after-tax praofits, profit
margin, risk-based capital level or brokers’ commissions. It is not clear whether the
information in the DOI report on total earned premiums responds to the
information requested by HHS about “individual premium data by product.”

Just as importantly, the Affordable Care Act definitions for computing MLRs arc
differently from those used for the DOI Annual Reports. Relying on MLR data in the
Annual Reports is helpful, but woefully incomplete. Before the department can
make a fact-based determination about the impact of the new MLR rules on
Missouri’s individual insurance market, it needs to gather the all data required by
the interim final regulations and calculate ACA MLR calculations using the
definitions in the interim final rules.

This information needs to be made publicly available before the Department decides
whether to request an adjustment. The public and the insurance industry 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 ACA MLR
RULES ON MISSQURI'S 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 year the
percentage of their premium revenue that they spend on (1) clinical services for
enrollees (2} “activities that improve health care quality” and (3) all other nion-
claims costs, excluding federal and state taxes and licensing or regulatory fees. ACA
Section 2718. Beginning with 2011, insurers in the individual and smail group
market must spend at least 80% 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 guality 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 MLR percentages, and HI!S can also adjust state
MLR 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 hy 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 circumstances of smaller plans, different types of pans, and
newer plans.” MLRs, particularly for smaller insurers, can be highly volatile ping-
ponging up and down from year to year, going from well below 80% one year to
well above the next because 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 fewer 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 75,000 enrollees are given MLR “credibility”
adjustments of up to 8.3 percentage points added to their reported MLR, if they fall
below the MLR target for one or two years out of the next three. Smaller insurers
with large deductibles may receive an additional adjustment of up to 6.1 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 them 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 ACA MLR rule is to drive insurance cfficiency not to produce
rebates. The costs analysis of the rule suggests that once the adjustments allowed
by the rule are applied—excluding taxes from the denominator, adding quality



improvement expenses to the numerator, and making credibility adjustments—
most insurers 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 90.8%. 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 74909. 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,
they 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. HHS estimates that nationwide only 2
percent of insurers will be fully credible—large 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
completely non-credible in at least one state but these insurers cover only 1 percent
of enrollees. MLR Interim Final Rules, 75 TFed. Reg. 74864, at 74903.

The role of larger insurers holds true in Missouri. According to the Department of
[nsurance 2009 Supplemental Data Report for Accident and Health Individual
Comprehensive Medical Expense, only one insurer in the Missouri individual market
covered more than 75,000 enrollees and would be fully credible under the new HHS
interim final rule: 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 insurers.

Thirteen other Missouri insurers cover between 1,000 and 43,539 people and will
be partially credible under the MLR rules, These insurers range 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.
These thirteen insurers together cover 48 percent of the individual market. The
remaining very 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
once the 4% increase for quality improvement and behavior changes is added.2
Two other insurers might be able to reach an 80% MLR if they are eligible for a high
deductible adjustment on top of their credible adjustment. The insurers in this
group that may not be able to make the MLR, account for only a small percentage of
the individual market, about 10-15%,

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 quality 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 Alliance has such
alow MLR, whether the ability to count quality improvement toward the MLR
percentage will dramatically change it's ratio, or whether the new requirements 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 HIIS had put into place for requesting a MLR adjustment
in the individual 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-based capital level, and brokers’ commissions are needed
to understand better why the state’s largest individual health insurer seems to
provide low value coverage. The Department should get the information this
information, calculate MLR using the new definitions, and make that information
available to the public prior to making a determination whether to request that the
an adjustment from the Secretary of HHS.

1 Section 2718 of the Affordable Care Act, interim final rule issued December 1,
2010, 75 Federal Register 74864, et seq., to be codified at 45 C.F.R Part 158.

% 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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My name 1s Ruth Ehresman. I am the Director of Health and Budget Policy for the Missouri Budget
Project. Thank you for the opporfunity to speak this morning. The Missouri Budget Project, a public
mterest organization whose mission is to advance public policy that creates economic opportunity for
Missourians, particularly low and moderate income Missourians through independent research, analysis
and advocacy. We belicve that access to affordable health care is cssential fo the economic well being of
Missourians, as well as to the well being of the state.

From 2000 to 2010, the average cost of health insurance premiums have increased by 114 percent. The
portion of worker contribution to the cost of health insurance has increased by 147 percent.’ The larger

growth in worker contribution is a notable change from the steady sharc workers have paid over the past
decade ?
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B Brployer conibubion
2 Worker contribution

2000 2010

One of the goals of the Affordable Care Act is to strengthen protection for consumers and {0 assure a
good value for their health care dollar. Establishing a minimum Medical Loss Ratio 1s one way to
accomptish this. It is also a way 10 bend the curve of health care costs by assuring that profits for
insurance company are reasonable.

1 Employer Health Benefits Survey, 2010, the Kaiser Famity Foundation and Health Research
and Educational Trust.

* Ibid at 1.

3 HHS issues MLR Rules. Missouri Hospital Association issue Brief, November 29, 2010.
Accessed at www.mhanet.com, December 23, 2010




Greater transparency would be good for Missouri consumers
s Missouri currently has no requircmnts for a minmum Medical Loss Ratio. Thirty-four states,
including 6 of Missouri’s neighoring states (Iilinois and Nebraska are the exceptions) have
established minimum Medical Loss Ratios or other reporting requirements.* While these vary
widely, based on competition and definitions of what constitutes “medical care”, they do provide
some consumer protection. By standadizing the definition of MLR, the ACA and HHS
regulations will improve consumer protcction

«  Missouri, along with (Georgia and Mentana do not require health insurance companies to to cven
file rate increases with the state

*  Available information about Medical Loss Ratios on the Department of Insurance website is not
readily understandable to the general public, Although numerous reports can be generated on the
Department’s web site, it is difficult to interpret the data. Consumers can only be smart shoppers
if they have the data they need to make informed decisions

The HHS guidelines were developed in a thoughtful, balanced, bi-partisan manncr and should not
be casily dismissed or modified

« The HHS guideiines follow model recommendations developed by the National Association of
Insurance Commisisoners .

» There are guidelines that give direction for the inclusion of expanded activities that improve
health care quality in calculating the MLR® (e.g. discase management, wellness initiatives, 24
hour hotlines nad health information technology)

» There are special rules to address mini-med policies, small plans, plans offered through
associations or lrusts, expatriate plans, and new plans to assure these are treated fairly

Achieving the required Medical Loss Rativs appears to be a reachable goal

Data from the Department of Insurance wesbsile regatrding “Individual Comprchensive Medical
Expenses” show that 3 of the 5 companies with the higher market share report a MLR of near or above 80
pereent. These 5 represent almost 86 percent of the market share.

One would expect that with the ACA changes that prohibit insurcers from denying coverage or refusing to
pay claims for anyonce with pre-existing conditions, insurcrs should progressively spend less on under-
writing and administration of refusals to pay, thus raising their MLR. The inclusion o[ activities that
improve health care in the MLR should also provide a boost.

Improving claims accuracy could minimize administrative costs. Data from a report by W. Scolt Bailey
indicate that as many as one of every 5 health insurance claims is processed and paid inaccurately.
Improving accuracy by every 1 percent would yicld $778 million per year in savings (o insurance
companies.®

4 Health Policy Brief, November 12, 2010. Health Affairs/Robert Woods Johnson Foundation. Accessed at
www.healthaffairs.org on December 23, 1010

5 AJjuly 2010 Issue brief by Changes in Health Care Financing and Organization, part of the Robert woods lohnson
Foundation, estimates that changes in the calculation of MLR in the ACA could beost seme insurers MLR by as much
as 3 percent,

& w. Scott Bailey, “Doctors say insurers can trim billions in health care costs,” San Antonio Business Journal and
Business Courier of

Cincinnati, June 25, 2010. Accessed at:

hitp:iwww bizjournals.com/cincinnatifothercities/sanantonio/stories/2010/06/28/story 7.htmi?h

=1277697600" 3553221&5=Industry&i=insurance December 27, 2010



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

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

» Why an insurer is unable to comply with the new law

» The pattern of the profits posted by insurance companies who seek an adjustment
The impact of the loss of poorly performing insurance companics on consumers/a particular
market

» The specific impact on brokers (how many)

e The impact on insurance companies who already mect the minimum MLR

s The financial loss to consumers who do not get the rebate citizens of other state will receive

[f the Department seeks to request an adjustment of the MLR, we urge it 1o post that request publicly and
provide a period of comment and/or a hearing to allow consumers o provide testimony that will be sent
to IIIIS along with the Department’s request. We also request the Department to make public a list of
insurance companics who have provided hard documentation that they will leave the market as a result of
the MLR requirement.

Thank you for your consideration of our position.

Submitted by

Ruth R. Ehresman, Director of Health and Budget Policy
Missouri Budget Project

3435 Washington Avenue, St. Louis, MO 63103
314.652.1400

www mobudget.org
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' ' UnitedHealthcare e 2 655 Aiverpart Drve

tMaryland Heights, MO 63043

December 28, 2010

The Honorable John M. Huif

Director

Missouri Department of Insurance, Financial Institurions.
and Professiopal Registration

Harry S Truman State Office Building

301 West High Street, Room 530

Jefferson City, MO 65101

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

Dear Director HulT:

UnitedHealth Group appreciates the opportunity to provide written comments on th
topic of the effect of the Medical Loss Ratio (MLR} on the individua! health insurance
market in Missouuri.

UnitedHealth Group employs 2,400 people in Missouri. and provides health coverage 10
nearly | million residents. Recognized as America’s most innovative health care
company by Forrune 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 75 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 continucusly foster innovative health solutions aimed al 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 pariners 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 offer a
wide range of quality health insurance options 10 individuals and families, including
lower-cast 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 carrters may stop selling to new custamers.

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 matter,
the loss ratio pattern for underwritten medical business is not level over the
lifetime of any given policy because there are rypically 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 1o
underwrite new business and potential consumer rebates because of low loss
ratios in the early years could lead some carriers 1o 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 market.

I

Carriers could exit the markef rather than maintain a book of busigess 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 markel.



Phasing-in the MLR over tme will give carriers time to adjust internal cast
structures (0 meet these new reguirements.

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

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

Consumers rely upon brokers, as a single potnt of contaet, 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 enrollment 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 individuz] health insurance is much lower, on 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 mighr feature a 20 percent first-year commission and 5 percent trailing
commission.

Under an 80 percent MLR regime, 100 percent of {irst-year administrative and
prefit allowance will be consumed by the typical broker commission. Clearly this
structure 1s 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 rrusted advisers in
the market to guide consumers.

In the absence of a robust broker distribution channel, consumers will be forced to
contact each insurer, one at a time, to learn about all available options. Retalining
these advisors 1s critical for these Missourians who rely on their services. By
phasing-in medical loss ratios in the individual market, brokers and insurance
companies will be able 1o adjust to the new market realities over a reasonable
period of time and preveat 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 thal
there will be fewer health insurance options available in the individual health
insurance market for one of the largest segments of the uninsured population. Al
the lower commissions required 1o 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 appropriate 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
opportunity 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 Jarrod
Forbes, Vice President of Government Affairs at 314-592-7106.

Sincerely,

M.LC-.UJJL:..

Steve C. Walh

Chief Executive Officer

UnitedHealthcare - Missouri and Central/Southern Illinois
13655 Riverport Drive

Maryland Heights. MO 63043
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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 comments pursuant to the Missouri Department of Insurance,
Financial Institutions & Professional Registration’s (the “Department”) Request for Comment on
MLR Waiver received by UnitedHealth Group on December 17, 2010. These comments are on
behalf of UnitedHeaith Group and its affiliate company, Golden Rule Insurance Company that
markets an indlvidual product in the State of Missourl. The comments attached hereto are the
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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
1o 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 10 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 1o 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 information 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 choice,
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? As a
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 CEQ’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 corporaie jets and CEQ perks.

Insurance providers must be able to answer basic questions. Why is the new law so difficult 10
comply with? Why are administrative health plan costs so high? If Colorado 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 helders 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 letting 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. 1t’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 continue 1o threaten 1o
leave families uninsured or deny them choices.

The cost of health insurance is high. Missouri families tighten their belts to atford health
coverage and pay premiums. Insurance companies must cut the waste, be more efficient, and
give consumers a fair deal. On behalf of GRQ - 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.

Respectfildly Submirted By,

Robin Acree

Executive Director

GRO - Grass Roots Orgarizing

& Missoun Fix Our Healtheare Coalition
304 E. Breckenridue Street

Mexico, Missoun 65265

573.581.9385
robindeTomo.org

Julie Terbrock

Health Policy Director

Missoun Progressive Vote Coalition
5585 Pershing Aveaue, Suite 120

St Louis, Missoun 63112

314.531.2288
iulief@missourinrovote.oro

Jeff Ordower

Execunve Director

Missourians Organizing for Reform and
Empowerment

438 North Skinker Boulevard

St Louis, Missouni 63130

314.862.2249
jeffldloreamizemo.org




Mr. [cnn Huff, Director

Missour: Department or Tisurance, Financial Institetions, anl Professional Reg
301 West H: zh St., Room 630

P.O.Box 716

Jefferson City, Mo 65102

vation

December 2§, 20700
RE:  opresing pursuit ¢ an adicstment to the MLR for the State - f \isspos
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 norf 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 is a 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 moeney they make. Still, we are committed 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 investrnent. Based on faith and ethical values, we affirm that all 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 our 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 pur 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 premiums 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 continue to harm consumers. The MLR restores needed

balance.

Missouri consumers need increased transparency 10 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. Georgiza and Montana and Missouri are the only 3 states that have so little transparency with
regard to 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
mansparency of the medical loss ratic 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 tools are available including rate review,
more siringent requirements on carriers who wish to sell policies in Missouri, and stronger consumer
protections, We strongly urge Director Huff and the Department of Insuraunce not fo request a waiver
fowering the Medical Loss Ratio standards for the State of Missouri,

The favor of your prompt response would be appreciated.

Diana Oleskevich CS1A

Justice Coordinator

Sisters of St1. Joseph of Carondeler
6400 Minnesota Ave

St. Leuis, MO 63111

justice@csisl.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 Missoun.

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
years 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 1o
minimize their marketing activity prior to 2014, creating a potential lack of product availability for Missourni
consumers over the next few vears,

As a result of these issues, we respectfully ask that Missouri strongly consider requesting a waiver of the
Individual Market MLR until 2014 10 aveid 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 an adjustment fo the ¥MLR for the individual market 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 & 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 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 10 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.

[T1. The consequences to companies offering individual coverage in Missouri if an adjustment is not
spught.

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 1o
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 lack of
product availability for Missouri consumers over the next few years.

Applying an 80 percent MLR requirement to existing individual business that had originally been priced under
iower 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 1o
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 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 1o 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 may choose 10 terminate their existing blocks of business and leave the market, in an
effort 1o 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 continuad availabi'ity ¢ coverage options (competition) and for the ability of insureds to retain the
coverage they currently have in the private market.

We believe that an MLR waiver duning 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
he market in 2014. An MLR waiver would still require us 1o 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 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 products and advising our customers, and we are not positioned to market directly 1o
consumers at this time. Our customers work closely with their insurance agents to obtain the best possible
coverage for their personal needs, and we believe our ageats 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 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 fransition period as we appreoach 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 pariners without a MLR waiver and anticipate
substantiallv lower sales volume i1f the waiver is not obtained. Our organization relies on an ageni model
for distribution of our products and advising our customers, and we are not positioned 1o 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 ditficult
for us 10 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 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,

ii. Exiting the Individual Market: We are continuing to evaluate the financial viabiliry of our major
medical line of business in light of Health Care Reform and the MLR regulation 1o e¢nsure 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
3



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-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 to increase significantly as younger,
healthier insureds choose to opt out of coverage due to the prohibitive cost.

Initially, 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 all of
this). However, due to 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 markel 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 on benefits and cost-sharing of existing products - The absence of an MLR
waiver could result in carriers minimizing their marketing activity prier 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 to purchase coverage that has lower benefits and higher cost-
sharing components, due to affordability issues,

v. Potential impact on consumer access to ageots 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. 1 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
[ndividual Market MLR until 2014 to avoid disruption in the individual market and the negalive 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@americanenterprise.com

Sent: Wednesday, December 28, 2010 18:43 AM
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 World 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 ieave
the market, in an effort to avoid future losses and potential solvency concerns. This may leave many customers
1n 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 te 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 afier 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
minimize their marketing activity prior to 2014, creating a potential lack of product availability for Missourni
consurmers 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 to avoid disruption in the individual market and the negative impact the
MLR recuirement will have on Missouri resideats, individual insurance carmers, 210 insurance agents

and Wcrld and its employecs.

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
ta the individual market in Missouri, ensuring that Missour 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 10 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. Cur
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 afier 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 disadvaniage 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 cther carriers who
remain in the individual market to minimize their marketing activity prior to 2014, creating z potential lack of
product availability for Missouri consumers over the nexi few years.

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 years 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 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 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 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 to 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 continued availability of coverage options (competition) and for the ability of insureds to retain the
coverage they 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 allew 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 trznsition period and be in a better position 10 compeie in
the market in 2014. An MLR waiver would still reguire us 1o 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 ap adjustment is not
sought.

We anticipate significant disruption to our distribution partners withiout 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 al this time. OQur customers work closely with their insurance agents to obtain the best possible
ceverage for their personal neecs, 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 ransition period as we approach 2014 (since business issued during the
transition period from 2011 te 2013 would be subject to an 80% MLR in 2014), however the compensaton
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 distnibution partners without a MLR waiver and anticipale
substantially lower sales volume if the waiver is not obfained, Our organization relies on an agent model
for dismbution of cur products and advising our customers, and we are not positioned to market directly
1o 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 to 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 cf 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 carmers will create less choice and competition 1n
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
likelithood of a decision to cancel the existing business.
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ii. Potential impact on premiums paid by currenft 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 uwaninsured and under-insured patients. As we approach a guarantee 1ssue 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.

Initially, when considered in isolation, an 80% MIR will result in more dollars of premium being paid
out in benefits and may result in lower ininal premiums (if the new PPACA bengfits don't offset all of
this). However, due to the items noted above, our view is that premiums will increase at a faster pace in
the new environmsnt. 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
Missourl consumers continue (o 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
1o our distribution partners without a MLR waiver. Cur organization relies on an agent model for
distribution of our products and advising our customers. Our customers work closely with their
nsurance agents to obtain the best possible coverage for their personal needs. In the absence of a

waiver, the compensalion we pay to 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. [f 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 Missoun 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 Missoun residents, individual insurance carriers, and insurance agents. We
believe that an MLR waiver during the transition period, rather than an abrupt shift 1o 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 {lexibility in
designing the best transition, and enabie us to minimize Cll.,TU‘pTlOI] 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 informauon.



Sincerely,

Mark A Willse, FSA

Vice President and Actuary
American Enterprise Group
515-245-2233
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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

Hello Ms. Kempker. For your consideration, Dale Turvey and I have the fo' owing commments 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
mazjor medical fype 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 compensation limitations, we are concerned that producers may gravitate toward marketing
products not subject to the limitations and thereby, possibly doing a diservice (o consumers.

Ms, Kempker, we truly appreciate the opportuinty to provide our comments to you. We would aiso welcome
the opportunity to assist you in any manner you deem appropriate in your deliberations regarding the MLR.

Ms. Kempker, please accept our wishes to you for a very Happy New Year.
Respectfully submitted,

Dale Turvey and Ron Kotowski
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ASSURANT

Health 501 West Michigan
P.O. Bax 3030
Milwaukee, W1 53201-3050
T 800.800.1212

December 30, 2010

John M. Huff, Director

Missouri Department of Insurance, Financial
Institutions, and Professional Registration
P.O. Box 690

Jefferson City, MO 65102

V1A E-MAIL: Mary.Kempker@insurance.mo.gov

Re: MLR Waiver Survey
Assurant Health

Dear Director Huff:

We respectfully submit comments in response to the Notice of Hearing we received
from your office on December 17, 2010. Information was requested to assist your
Department in determining the need to request the Secretary of the U.S. Department of
Health and Human Services (HHS) for a waiver of the 80% Medical Loss Ratio (MLR) in
the individual health insurance market, pursuant to PPACA. We appreciate the
opportunity to provide our comments on this issue.

Assurant Health, through its underwriting companies John Alden Life Insurance
Company and Time Insurance Company, currently markets and issues health insurance
products in the individual market in Missouri.

Assurant Health is in favor of Misscuri requesting a full waiver of the MLR
requirements until 2014 with the MLR for this period being consistent with NAIC Model
Law 134-1.

In response to the MLR requirements, we have already reduced our agent and broker
commissions for individual market products. In addition, as the individual health
insurance market evolves under the changing regulatory environment, we continually
evaluate and adjust business plans, consistent with the best interests of our company
and our customers. Without a waiver, we will be forced to make some difficult
decisions regarding our future plans. The options to be reviewed will include
discontinuing sales of certain products and/or exiting selected markets.

Assurant Health markets products underwritten by Time Insurance Company, Union Security Insurance
Company and John Alden Life Insurance Company
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We recognize your request included several other categories of mformation. However,
as a public company, we are constrained from disclosing projections that may impact
stock prices. Therefore, we will not respond to some of the questions posed in your
request.

We thank you for your consideration in this matter. Please do not hesitate to contact me
if you have any further questions or concerns.

Yours truly,

e

£

Julia M. Hix

Vice President, Regulatory Compliance
Assurant Health Compliance Officer
julie.hix@assurant.com

(T) (414) 299-7830

(F) (414) 299-6168



Kempker, Mary

From: Roblede, Analisa [anzlisa.robledo@heaithmar<ets.com)
Sent: Thursday, December 30, 2010 2:42 AM

To: Kempker, Mary

Ce: DeTuro, Virginia

Subject: MLR COMMENTS

Attachments: MLR Letter to Carriers FINAL doox

tmportance: High

Ms. Kempker,

On behalf of Virginia A. DeTuro, Manager of Regulatory Affairs, please accept this corespondence as HeaithMarkets
response regarding the Missouri Medical Less Ratio ("MLR") Hearing.

e Whether Missouri should request an adjustment to the MLR for the individual market in the state;

Company Response: Qur Company supports the request for a2 waiver and movement to a transitional MLR. For
existing business we believe that the MLR regquirement will cause a financial strain to many tlocks of business
that have been sold previcusly under commission arrangements and administrative assumptons that were
supported by a MLR lower than 80% The move to an 80% MLR could place these blocks of individual market
plans in a loss situation which could result in carriers withdrawing from the individual market and non-renewing
existing blocks of business. If this accurs prior to the introduction of the Exchange in 2014 there could be a
shortage of access of insurance for prospective members.

« [If so, the appropriate adjusied MLR and suggestions for the length of the transiticna! pericd in Missouri;

Company Response: Current minimum MLUR in the individual market is 55%. We would suggest a transition
period between 2001 and 2014 starting at the current minimum and increasing annually with 2013 arcund 70%
and 2014 at 80%.

+ The consequences to companies offering individual coverage in Missouri if an adjustment is not sought;

Company Response: Qur Company's in-force block of business was priced to and has always run at a MLR
lower than the 80% MLR requiremenl, and the move to an 80% MLR will have a negative impact to profitability
and iikely surplus. We are still analyzing to determine the possible financial impact on the Company.

s The consegquences to brokers or agents offering products in the individual market if an adjustment is not sought;
and

Company Response: For new pusiness, the move to the 80% MLR will force the commission levels payable to
brokers and agenis down and wili possibly cause many brokers and agents out of business.

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

Company Response: This is still being analyzed and we plan to make rate filings related to PPACA shortly.
Since our Company has priced its product at an MLR lower than the 80% requirement (n the past, in whele (he
reguirement will cause premiums to be lower than they wouid have been either through lower premium increases,
decreases in premiums of through premium rebates.

Our Company faces several challenges including but not limited to understanding exactly how the law applies fo
ou- block of indwidual market business, maintaining the block at a MLR that is higher than the product was
originally priced to achieave, meeting reporting requirements and determining and filing for rate changes.

If you should have any guestions or require additional information, please do not hesitate to contact Virginia DeTuro by
emai. or oy telephone at 817-255-5236.



Respectfully,

Analisa Robledo
Business Analyst, Regulatory Affairs
Gorporate Compliance

HealthMarkets®

9151 Boulevard 26 + North Richland Hills « TX 76180
P (817) 255-3142 « F (817) 255-8125
Analisa.Robledoc@HealthMarkets com - www.HealthMarkets com

Confidentiality Notice: This e-mail massage may conlain confidential or propnetary information. if you are not 1he iniended recipent
please contact the sender by reply e-mail and destroy all copies of the original message. HealthMarkets™ s the brand name for
products undanwritten and issued by the insurance subsidiaries of HealthMarkets. Inc. ~The Chesageake Lile Insurance Company

S 5 =

Mid-Wes! Nalionzl Lite Insurance Company of Tennessee™ and The MEGA Life and Health Insurancs Cempany

Pt



Kempker, Mary

From:; Anderson, Marta [mkanderson@cvty com)
Sent: Thursday, December 30, 2010 1021 AM
To: Kempker, Mary

Subject: MLR COMMENTS

Attachments: MLR COMMENTS. pdf

<<MLR COMMENTS.pdf>>

dlacta Andexson

Administrative Assistant to

Roman Kulich, President

Coventry Health Care/GHP

550 Maryviile Centre Drive, Ste. 300
St Louis, MC 63141

314-508-1887

internal Use Cnly

Email Confidentiality Notice: The information contained in this transmission is confidennal, propnetary or
privileged and may be subject to protection under the law, including the Health Insurance Portability and
Accountability Act (HIPAA). The message is intended for the sole use of the individual or entity to whom it is
addressed. If you are not the intended recipient, you are notified that any use, distribution or copying of the
message is strictly prohibited and may subject you to criminal or civil penalties. If you received this
transmission in error, please contact the sender immediately by replying to this email and deleie the material
from anv computer.



(@ COVENTRY /GHP

Haalth Cere

December 30, 2010

John M. Huff, Director

Department of Insurance, Financial Institutions,
and Professional Registration

P.O. Box 690

Jefferson City, MO 65102

Dear Director Huff:

On behalf of Coventry Health Care of Kansas, Inc. (CHCKS) and Group Health Plan,
Inc. (GHP), we appreciate the opportunify fo submit comments to the record of the public
hearing by the Missouri Department of Insurance, Financial Institutions and Professional
Registration (DIFP) on minimum medical loss ratio standards in the individual market
heild on December 28, 2010. '

To avoid instability and distuptions in the market for individual health insurance and the
harmrul impact on consumers who rely on such policies for their health coverage, we
recommend that Missows should seek a federal adjustmzent (waiver) 1o the 80% minimum
medical loss ratio requirement under the new health reform law, also known as the
Affordable Care Act (ACA). As important afiili ates of a diversified national managed
healthcare company, GHFP and CHCKS engaged in the debate over health reform and
now are engaged in the process of implementation. Like many others, we believe in the
importance of expanding access to coverage, improving the quality of health care in
Missourd, and in lowering costs. We would support a decision by the State of Mlssmﬂi 10
seek a waiver to the 80% minimum MLR requirement in 2011 for the individual market
and the development of an orderly transition period until 2014 to ensure continued and
stable access by Missourians to health coverage thorough individuzl health insurance
plans.

Potential for Instability in the Individual Market

Individual health insurance plays an important role in providing high-quality, cost-
effective health coverage in the State of Missouri. Based on the most recent data from
the U.S. Census Bureau (2009), over 400,000 Missourians under age 65 were covered by

550 Maryville Centre Drive, Suite 300 + St Louis, MO 63141 + Toll-free: 800-743-3901 * www.zhp.com
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individual insurance.’ This represents 7.9 percent of our under age 65 state population
and exceeds the U.S. average of 6.3 percent.?

Based on the National Association of Insurance Commissioners’ (NAIC) dasabase of
annual statement filings, almost half of all enrollees covered under individuzl plans (from
almost 70 insurers) operate below the 80% MLR threshold in the ACA>

The individual market has unique characteristics that differentiate it from the group or
employer-based insurance market. While some individual market policyholders are Jong-
time customers, most policies are purchased to provide interim health coverage and
protect consumers against catastrophic financial loss unti] they obtain group coverags
through an employer. In the U.S. Department of Health & Human Services’ (HHS)
interim final rule (IFR) on grandfathered plans, the government cited studies that estimate
40 to 67 percent of individual polices are in effect for less than one year.* Prior to the
establishment of state exchanges in 2014, it is likely that individual plans outside of
guaranteed issue markets will continue to exhibit many of the characteristics of the pre-
ACA market—i.¢., short duration and coverage only for medical conditions that emerge
after the purchase of the policy.

While the individual market characteristics noted above may persist until 2014, the new
insurance requirements enacted under the ACA have fundamentally changed the marke:
dynamics and economics of individual insurance. Yet, the ACA provides almast no
accommodation for these significant market changes and no recognition of the need for
an orderly transition period other than the possibiliry of a “federal adjustment”—
presumably through a waiver process—in states where the application of the £0%
minimum MLR standerd “may destabilize the individual market.”’

To avoid instability and disruptions in the individual market and the harmful impact on
consumers who rely on such policies for their health coverage, GHP and CHCKS would
support an etfort by Missouri to seek a federal adjustment to the 80% minimum MLR
requirement under the ACA. In the absence of a waiver, we believe that the individual
market would experience significant upheaval in 2011 through 2014. Further, without a
thoughtfl and well-planned transition period to adjust to the new minimum MLR rules,
consumers could face the potential loss of coverage and difficulties finding a replacement
policy. At a time when the economic climate in Missouri is already filled with challenges
for consumers and businesses, the addition of new uncertainty in the individual market
would not be welcomed.

'U.S. Census Bureau: Income, Poverty, and Health Insurance Coverage in the United States (2009), Annual Social and
Econcmic Supplement, Table HI0S. htpu/iwww _gpvihhes/ i 320 th/h0s

Accessed September 20, 2010.

*Ibid.

?'Nationsl AAIC: Heaith Care Reform (PPACA) - Master Issue Resolution Document, [RDO41, 13 Sepr 2010.

"U.S. Department of Health & Human Services: Group Health Plans and Health Insurance Coverage Relating 10 Stztus
s & Grandfathered Health Plan Under the Patisnt Protection and Affordable Care Act; Interim Final Rule end Proposed
Rule, Federal Register, Vel. 75, No. 116, 17 June 2010.

“P.L. 111-148: The Patient Protection and Affordable Care Az, Section 2718.



Other State Actions to Seek an Individual Waiver

In response to the challenges on the horizon in the individual market and recognizing the
likely disruption, some states havs already requested a federal waiver to the new
individual MLR requirements. For example, on July 1, 2010, the Superintendent of
Insurance for the State of Maine sent a letter to the HHS Secretary that made two specific
requests: (1) a waiver of the 80% minimum MLR requirement for the individual health
insurance market unti] 2014; and (2) a federal determination that prier to 2014,
implementation of an 80% MLR may destabilize the individual insurance market in that
staze.® Morz reccntly, the Commissioner of Insurance for the State of Jowa made similar
requests of HHS.” While there are important characteristics that distinguish the
individual market in Missouri from those in Maine and [owa, it is clear that others siates
have made a determination that the application of minimum MLR standards will have a
deleterions effect on consumers in those states—and the same concepts and logic would
apply in Missouri.

State Rationale for Waiver and Transition Peried

While instability in the market is a critical factor in the decision by the State of Missouri
to request a federal waiver, there are other key reasons why a waiver and transition period
and plan are important to consumers in our State. The following section outlines some of

those reasons:

1. Impact on Carriers. Jobs. and Competition: From a broad perspective, the application
of an 80% MLR to existing individual business without an appropnate state-
determined transition peried could lead some insurers to exit the market or face
unsustainable losses. This could result in insolvent carmriers, significant job cuts, and
more limited competition and add to our State’s economic challenges.

2. Difficulties Finding Replacement Coverage and Limited High Risk Pool Funding:

Consumers who rely on individual policies but lose their coverage due to market exits
may find it difficult or impossible to find replacement coverage at any price. While
the ACA created a temporary high risk hezlth insurance pool program under the now-
called “pre-existing coverage insurance program’ (PCIP), it provided only limited
funding, Under the PCIP, Missouri’s share of federal ﬁmdmg is capped at $81
million until the program ends on December 31, 2013.% The PCIP could eventuzlly
be an option for some Missourians, but such individnals would be ineligible for PCIP
coverage for at least 6 months, assuming program fiinding is still available and no
waiting list has developed.

3. Discourage New Entrants and Potendal Negative Impact on Competition: As noted
earlier, the individual market differs from the group market because many

Lc"er from Meine Superintendent ef Insurance Mila Kofman 1o Secretary of Health and Human Services Kathlzen
S*bc;:us 1 July 2010.

"Letter from lowa Commissioner of Insurance Susan E. Voss fo Secretary of Health and Human Services Kathleen
Seb»-ims 2] September 2010

¥ HHS Office ot’ Consumer ] nformucrs & lny.tranc» Oversight (CCTO): Fact Sheer — Temporary High Risk Pool
18, i 1l Accessed Se=pt 20, 2010,




Missourians who participate are looking for temporary coverage unfil employsr-based
coverage is available. Further, individual policies tend to run at lower MLR levels,
especially in the early years of the policy, because coverage is targeted at future
medical conditions. Consequently, insurers whose individual book of business has a
higher proportion of newer policies will find it very difficult to meet the 80% MLR
requirement. This could create an uneven competitive playing field that actually
discourages new market enfrants and increases premium volatility.

4. Eliminate Consumer Choice and Potential Increase in Uninsnred: Consumers in the
individual market often have preferences for different products compared o the group
market. These preferences resulf in the voluntary selection of plans that tend to run
below an 80% MLR, even over the plan’s lifetime. For example, individual market
plans frequently have higher cost sharing features in exchange for lower monthly
premiums. Requiring individual plans to operzate at an 80% MLR with no transition
period could make policies unaffordable to consumers and lead them to go without
coverage—actually increasing the rate of uninsured. The rate of uninsured for the
population under age 65 in Missour is 13.5%. Almost 800,000 of our fellow citizens
went without coverage for some part of 2009. Adopting an individual market MLR
policy that could potentially increase the rate of uninsurance would be
counterproductive to eiforts aimed at reduced the mumber of the vninsured.”

5. Maintaining Brokers as an Important Sourcs of Health Insurance: While some believe
that reducing insurer administrative costs by eliminafing brokers is an easy solution 10
gttain the minimum MLR, brokers continue to play a valuable role in the individual
market. Brokers help consumers sift throngh and understand highly complex health
information, compare plans, and assist consumers with negotiations with insurers.
Providing a waiver and transition period would allow brokers to maintain their key
role in assisting consumers in the purchase of individual insurance plans that best
mest their specific needs.

Recommendation

To avoid instability and disruption in the market for individual healith insurance and the
potential harmful impact on consumers who rely on such policies for their health care
coverage, GHP and CHCKS believe that Missouri should seek a 3-year federal
adjustment to the 80% minimum MLR requirement. Further, we recommend that
Missouri propose to adjust the MLR by moving the individual market gracually over the
3-year period to the 80% MLR requirement until the new staie-bassd insurance
exchanges begin m 2014.

Under the HHS rule, Missouri must develop an adjustment proposal. We recommend a
“glide path™ approach that adjusts the individual MLR in equal annual increments. We
recommend the following glide path to minimize market disruption, allow carriers to
make the necessary adjustments to their business and contracts, and to ensure a continued
competiive environment in the individual market:

#13.5. Census Bureau: Income, Poverty, end Heelth Insurence Coverage in the United States (2009}, Annaal Social and
Economic Supplement, Teble HI0S. http://www.census gov/hhes/wnarw/costables/0320] 0/health/h0S_000.hmm




2011 —65% MLR
2012 = 70% MLR
2013 -75% MLR
2014 - 80% MLR

In the absence of a federal adjustment to the 80% MLR requirement, we are deeply
concerned about the continued viability of the competitive market for individual health
insurance business in Missouri.

Conclusion

Again, GHP and CHCKS appreciate the opportunity to submit written testimony to the
record on this important issue. In sum, we support a decision to seck a waiver to the 80%
minimum MLR for the individual market in 2011 and the development of an orderly
transition period until 2014 fo ensure continued and stable access by Missourians to
health coverage through individual health plans.

Respectfully Submitted,

/(m joid: A

Roman Kulich
President




Kempker, Mary

From: Breidenthal, Linda [LSBreidenthal@cvty.com] on behaii of Dillard, Chery! [ckdillard@cviy.com]
Sent: Thursday, December 30, 2010 11 08 AM

To: Kempker, Mary

Ce: Murphy, Michael (Kansas City); Kulich, Roman; Eyles, Matthew; Dillard, Cheryl

Subject: MLR Cemments

Attachments: MO-MLR waiver testimony-FINAL DRAFT-12 29 2010 (2) doc

<<MO-MLR waiver testimony-FINAL DRAFT-12 29 2010 (2).doc>>

Linda Breidenthal

Administrative Specialist

Coventry Health Care of Kansas, Inc.
8320 Ward Parkway

Kansas City, MC 64114
816-460-4382
Isbreidenthal@cvty.com

Email Confidentiality Notice: The information contained in this transmission is confidental, proprietary or
privileged and may be subject to protection under the law, including the Health Insurance Portabibity and
Accountability Act (HIPAA). The message is intended for the, sole use of the individual or entity to whom it 1s
addressed. [f you are not the intended recipient, you are notified that any use, distribution or copying of the
message 1s strictly prohibited and may subject you io criminal or civil penalties. If you received this
wransmission in error, please contact the sender immediately by replying to this email and delete the matenal
from any computer.
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Health Lare

December 30, 2010

John M, Huff, Diurector

Department of Insurance, Financial Inst:tutions,
and Professional Registration

P.O. Box 690

Jefferson City, MO 65102

Dear Director Huff:

On behalf of Coventry Health Care of Kansas, Inc. (CHCKS) and Group Health Plan,
Inc. (GHP), we appreciate the opportunity fo submit comments to the recoxd of the public
hearing by the Missouri Depariment of Insurance, Financial Institutions and Professional
Registration (DIFP) on minimum medical loss ratio standards in the individual market
held on December 28, 2010.

To avoid instability and disruptions in the market for indiviéual health insurance and the
harmful impact on consumers who rely on such policiss for their health coverage, we
recommend that Missouri should seek & federal adjustment (waiver) to the 80% minimum
medical loss ratio requirement under the new health reform law, also known as the
Affordable Care Act (ACA). As important affiliates of a diversified national managed
healthcare company, GHP and CHCKS engaged in the debate over health reform and
now are engaged in the process of implementation. Like many others, we believe in the
importance of expanding access to coverage, improving the quality of health care in
Missouri, and in lowering costs. We would support a decision by the State of Missouri to
seek a waiver to the 80% minimum MLR requirement in 2011 for the individual market
and the development of an orderly transition period until 2014 to ensure continued and
stable access by Missourians to health coverage thorough individual health insurance
plans,

Potential for Instability in the Individual Market

Individual health insurance plays an important role in providing high-quality, cost-
effective health coverage in the State of Missouri. Based on the most recent data from
the U.S. Census Bureau (2009), over 400,000 Missourians under age 65 were covered by

550 Maryville Ceatre Drive, Suite 300 * Sz Louis, MO 63141 + Toll-free: 800-743-390% * www.zhp.com
GHP 001231 (10710)




individual insurance.' This represents 7.9 percent of our under age 63 state population
and exceeds the U.S. average of 6.3 percent.”

Based on the Nationzl Associztion of Insurance Commissioners’ (NAIC) database of
annual statement filings, almost half of all enrollees covered under individual plans (from
almost 70 insurers) operate below the 80% MLR threshold in the ACA.*

The individual market has unique characteristics that differentiate it from the group or
employer-based insurance market. While some individual market policyholders are long-
time customers, most policies are purchased to provide interim health coverage and
protect consumers against catastrophic financial loss until they obtain group coverags
through an employer. In the U.S. Department of Health & Human Services’ (HHS)
interim final rule (IFR) on grandfatherzsd plans, the government cited studies that estimate
40 to 67 percent of individual polices are in effect for less than one year.* Prior to the
establishment of state exchanges in 2014, it is likely that individual plans outside of
guaranieed issue markets will continue to exhibit many of the characteristics of the pre-
ACA market—i.e., short duration and coverage only for medical conditions that emerge
after the purchase of the policy.

While the individual market characteristics noted above may persist until 2014, the new
insurance requiremerts enacted under the ACA have fundamentally changed the market
dynamics and economics of individua! insurance. Yet, the ACA provides almost no
accommodation for these significant market changes and no recognition of the need for
an orderly transition period other than the possibility of a “federal adjustment”—
presumably through a waiver process—in states where the application of the 80%
minimum MLR standard “may destabilize the individual market.”™

To aveid instability and disruptions in the individual market and the harmful impact on
consumers who rely on such policies for their health coverage, GHP and CHCKS would
support an effort by Missouri o seek a federal adjustment to the 80% minimum MLR
requirement under the ACA. In the absence of a waiver, we believe that the individual
market would experience significant upheaval in 2011 through 2014. Further, without a
thoughtful and well-planned transition period to adjust to the new minimum MLR. rules,
consumers could face the potential loss of coverage and difficulties finding a replacement
policy. At a time when the economic climate in Missouri is already filled with challenges
for consumers and businesses, the addition of new uncertainty in the individual market
would not be welcomed.

"U.8. Census Bureau: Income, Povesty, end Health Insurance Coverage in the United States (2009), Annuel Soc:al and
Econemic Supplement, Table HI0S. http://www.census.eovihhes/www/cpstables/(320]1 O/beaith/b05 000 htry.
;kccesscd September 20, 2010.

“Thid,

3Narionnl AAIC: Health Cere Reform (PPACA) - Mester Issue Resolution Document, IRDO4], 15 Sept 2010,

‘us. Departmeat of Health & Human Services: Group Hezlth Pians and Health Insurance Coverage Relating to Status
gs a Grendfathered Health Plan Under the Patient Protection and Affordable Care Act; Interimi Final Rule and Proposed
Rule, Federal Register, Vol 75, No. 116, 17 June 2010.

SP.L\ 111-148: The Patient Protection and Affordable Care Act, Section 2718.




Other State Actions to Seek an Individual Waiver

In response to the challenges on the horizon in the individual market &and recognizing the
likely dismption, some states have already requested a federal waiver 1o the new
individual MLR requirements. For example, on July 1, 2010, the Superintendent of
Insurance for the State of Maine sent a letter to the HHS Secretary that made twao specific
requests: (1) a waiver of the 80% minimum MIR requirement for the individual health
msurarice market until 2014; and (2) a federal determination that prior 1o 2014,
implementation of an 80% MLR may destabilize the individual insurance market in that
state.” More recently, the Commissioner of Insurance for the State of lowa made similar
requests of HHS.” While thers are important charactsristics that distinguish the
individual market in Missouri from those in Maine and Iowa, it 18 clear that others states
have made a determination that the application of minimum MLR standards will have a
deleterious effect on consumers in those states—and the sams concepts and logic would
apply in Missouri.

State Rationale for Waiver and Transition Period

While instability in the market is a critical factor in the decision by the State of Missouri
to request a federal waiver, there are other key reasons why a waiver and transition period
and plan are important to consumers in our State. The following secticn outlines some of
those reasons:

1. Impact on Carriers, Jobs, and Competition: From a broad perspective, the application
of an 80% MLR to existing individual business without an appropriate state-
determined transition period could lead some insurers to exit the market or face
unsustainable losses. This could result in insolvent carriers, significant job cuts, and
more limited competition and add to our State’s economic challenges.

2. Difficulties Finding Replacement Coverage and Limited Hich Risk Pool Funding:

Consumers who rely on individual policies but lose their coverage due to market exits
may find it difficult or impossible to find replacement coverage at any prics. While
the ACA created a temporary high risk health insurance poo! program under the now-
called “pre-existing coverage insurance program’ (PCIP), it provided only limited
funding. Under the PCIP, Missouri’s share of federal funding is capped at $81
million until the program ends on December 31, 2013.° The PCIP could eventually
be an option for some Missourians, but such individuals would be meligible for PCIP
coverage for at least 6 months, assuming program funding is still available and no
waiting list has developed.

3. Discourage New Entrants and Potential Negative Impact on Competition: As noted
garlier, the individual market differs from the group market because many

GLctr:r from Maine Superintenden: of Insurence Mile Kofman to Secretary of Heelth and Human Services Kath sen
Sebelius, | July 2010. e

"Letter from lowa Commissioner of Insurence Susan E. Yoss 10 Secratery of Heelth and Human Services Kathleen
Sebelius, 21 September 2010.

* HIHS Office of Consumer Information & Insurance Oversight ( OCT0): Fact Sheet — Temporary High Risk Pool
Program. hitipi//wwrw.hhs.goviociiofinitiativerhi_risk pool factshmi!. Accessed Sept 20, 2010,




Missourians who participate are looking for temporary coverage until employer-based
coverage is available, Further, individual policies tend to nm at lower MLR levels,
especially in the early years of the policy, because coverage is targeted at future
medical conditions. Consequently, insurers whose individuzal book of business has a
higher proportion of newer policies will find it very difficult o meet the 80% MLR
requirement. This could create an uneven competitive playing field that actually
discourages new market entrants and increases premium volatility.

Eliminate Consumer Choice and Potential Increase in Uninsured: Consumers in the
individual market often have preferences for different products compared to the group
market. These preferences result in the voluntary selection of plans that tend to run
below an 80% MLR, even over the plan’s lifetime. For example, individual market
plans frequently have higher cost sharing features in exchange for lower monthly
premiums. Requiring individual plans to operate at an 80% MLR with no transition
period could make policies unaffordable to consumers and lead them to go without
coverage—acfually increasing the rate of uninsured. The rate of uninsured for the
population under age 65 in Missouri is 13.5%. Almost 800,000 of our fellow citizens
went without coverage for some part of 2009, Adopting an individual market MLR
policy that could potentially increase the rate of uninsurance would be
counterproductive 1o efforts aimed at reduced the number of the mminsured.’

s

5. Maintaining Brokers as an Important Source of Health Insurance: While some believe
that reducing insurer administrative costs by elintinating brokers is an easy solution to
attain the minimum MLR, brokers continue tc play a valuable role in the individual
market. Brokers help consumers sift throngh and understand highly complex health
information, compare plans, and assist consumers with negotiations with insurers.
Providing a waiver and transition period would allow brokers to maintain their key
role in assisting consumers in the purchase of individual insurance plans that best
mest their specific needs.

Recommendation

To avoid instability and distuption in the market for individual health insurance and the
potential harmful impact on consumers who rely on such policies for their health care
coverage, GHP and CHCKS believe that Missouri should seek a 3-year federal
adjustment to the 80% minimum MLR requirement. Further, we recommend that
Missouri propose to adjust the MLR by moving the individual market gradually over the
3-year period to the 80% MLR requirement until the new state-basec insurance
exchanges begin in 2014,

Under the HHS rule, Missouri must develop an adjustment proposal. We recommend a
“glide path” approach that adjusts the individual MLR in equal ammual increments. We
recommend the following glide path to minimize market disraption, allow carriers to
make the necessary adjustments to their business and contracts, and fo ensure a continued
competitive environment in the individual market:

¥ U.S. Census Bureau: Income, Poverty, and Health Tnsurance Coverage in the United States (2009), Annual Socie) and
Economic Supplement, Table HI0S. hitp:/fwww.census sov/hhesiwww/costables/03201 (Vhealth/h05_000.htm.




2011 — 65% MLR
2012 -70% MLR
2013 -75% MLR
2014 - 80% MLR

In the absence of a federal adjustment to the 80% MLR requirement, we are deeply
concerned about the continued viability of the competitive market for individual health
surance business in Missouri.

Conclasjon

Again, GHP and CHCKS appreciate the opportunity to submit written testimony to the
record on this important issue. In sum, we support a decision to seek a waiver to the 80%
mimmum MLR for the individual market in 2011 and the development of an orderly
transition period untl 2014 to ensure continued and stable access by Missourians 10
health coverage through individual health plans.

Respectfully Submitied,
L (s [A A

Roman Kulich
President




Kempker, Mary

From: Cenrad, Kyle [KConrad@unitrin.com]
Sent: Thursday, December 30, 2010 11:13 AM
To: Kempker, Mary

Subject: MLR COMMENTS

Ms. Kermpker,

We hereby submit the following comments on the question of whether Missouri should request an adjustment to or waiver
of the medical loss ratio rules premuligated by the U.S. Depariment of Health and Human Services

1. We strongly request that the Missouri Department of Insurance, Financial Institutions, and Professional
Registration seek, for the individual market in Missouri, an adjustment to or waiver of the medical loss ratio (MLR)
rules promulgated by the U.S. Department of Health and Human Services (HHS).

2. We believe that the medical loss ratio should be no more than §5% for the period January 1. 2011, to December
31, 2013. We believe this would give the individual market adequate time o transition to the new MLR requirements
and enable consumers to continue to have access fo current types of coverage until the “exchange plans” become
available on January 1, 2014. If a 65% loss ratio is not acceptable to HHS, we believe a "graduated phase-in" for that
3-year period would at least be more beneficial to the individual market in Missouri rather than an immediate 80%
medical loss ratio requirement beginning January 1, 2011

3. In the absence of any relief from the requirements of the MLR rules, we believe it will not be feasible te continue
offering individual health benefit plans. Therefore, we would in effect be forced to cease cffering individual health
benefit plans. We note that we have not made a final decision in this regard.

4. In the absence of any relief from the requirements of the MLR rules, we believe it will be necessary for us to
reduce commissions payable to agents on in-force individual health benefit plaps as well as any new business on
such plans (assuming we were abla to continue writing new business in that market), The effect of this would most
likely reduce consumers' access to agents in the individual market. We note that we have not made a final decision in

this regard.

5. As of 9/30/2010, our records show that we had 1,515 individuals covered by individual health benefit plans in
Missouri that are impacted by the MLR rules. Generally, our market and insureds are individuals in rural areas who
do not have access toc employer-provided coverage, HMOs, networks, etc. These individuals' access to meaningful
and affordable health insurance coverage would be severely impacied in the absence of an adjustment to or waiver of
the B0% MLR requirement until January 1. 2014, at which time “exchange plans” become available.

Thank you for considering our comments on this critical issue. If you need any additional information, please contact me.
Respectfully submitied,

Kyle D. Conrad

Senior Vice President

and Associate Corporate Counsel

Reserve National Insurance Company

601 East Britton Road

Oklahoma City, OK 73114

Telephone: {405) 848-7931 or {800} 874-1431

CONFIDENTIALITY NOTICE: This communication may contain confidential information intended only for
the addressee(s). If vou received this communication in error, please notify the sender and delete it from your
system.



America’s Health
insurance Plans

Washington, DC 20004

202.778.3200
AHIP

December 20, 2010

Mr. John M. Huff

Director

Department of Insurance, Financial [nstitutions and Professional Registration
PO Bex 690

Jefferson Ciry, MO 65102

Dear Director Huff:

On behalf of America’s Health [nsurance Plans (AHIP), I am pleased to respond to your request
for comments from individuals and groups interested in new federal medical loss ratio (MLR)
rules as they apply to the health insurance marketplace in Missouri. AHIP is the national trade
association representing approximately 1,300 health insurance plans (including 79 with business
in Missouri) that provide coverage 1o more than 200 million Americans. AHIP members offer a
broad range of health insurance products in the commercial marketplace and alsc demeonstraie a
strong commitment to participation in public programs.

The health plan community is strongly committed to working with you and the Department of
Insurance, Financial Institutions, and Professional Registration as you carry out your
responsibilities to implement the federal Patient Protection and Affordable Care Act (ACA). We
are confident that vou share our interest in ensuring that such implementation will involve
synchronizing state reforms with federal requirements, bending the cost curve, and avoiding
market disruption and destabilization. It is a particular concemn regarding a potential for such
market destabilization that prompts us to write this letter in response to your request for input
regarding whether Missouri should request an adjustment to the MLR requirements for the
individual market, the consequences to companies offering individual coverage in Missoun if an
adjustment is not sought, and other related questions.

Simply stated, we are concerned that not seeking a transition period for implementation of the
MLR requirements in the individual market in Missouri could jeopardize the solvency of
companies, reduce consumer choice, and diminish competition in the state.

The independent American Academy of Actuaries (AAA) shares these concerns and
expressed them in a letter to the National Association of Insurance Commissioners
regarding ways in which the MLR standard could cause disruption to consumers in the
individual market (emphasis added):
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“Applying an 80 percem MLR requirement to existing individual business that
had originally been priced under different (lower) MLR expectations may
require a company to reduce the premiums it ultimately retains (i.e., collected
preniiums less rebates) to levels that create losses, with little to no ability to
recover those losses. Materially reducing the non-claims costs associated with
existing business in order to reduce financial losses is unlikely to be feasible.
Such a situation might lead some companies currently active in the individual

market 1o terminate the existing blocks of business and leave the market, in an
effort to avoid those future losses and the potential solvency concerns
associated with those future losses. If some companies do exit the individual
market. then those companies’ former policvholders mav find themselves

unable to find new coverage in the individual market for a period of years
(noting that guaranteed issue requirements do not take effect until 2014), and
would ot be eligible for the new high risk pools created by PPACA §110)
during the first six months after cessation of coverage.

“Individual policies underwritten and issued prior to the introduction of
guaranteed issue requirements in 2014 will continue to exhibit traditional
patterns of having loss ratios that increase by policy duration. Issuing new
underwritten policies over the next few vears would therefore tend 10 make it
more difficult for an insurer to achieve an 80 percent annual MLR across its
entire block of individual medical business. This could serve as an incentive
for carriers who remain in the individual market to minimize their marketing
activity prior to 2014, creafing a potential lack of product availability in the
individual market over the next few vears.”

(From a letter from the AAA Medical Loss Ratio Regulation Work Group to
Lou Felice, Chair, NAIC Health Care Reform Solvency Impact Subgroup, and
Steven Ostlund, Chair, NAIC Accident and Health Working Group.)

The National Association of Insurance Commuissioners echoed this in an October 13, 2010 letter
to Health and Human Services Secretary Kathleen Sebelius (emphasis added):

“Health insurance companies in some markets will need a transitional period to
comply with the 80 percent MLR limit. In the absence of the transitional
period, the markets of some states are likely to be ‘destabilized.” Section
2718(b) of PPACA states that ‘the secretary may adjust [the MLR] percentage
with respect to a State if the Secretary determines that the application of such
80 percent may destabilize the individual market in such state.” As consumer
representatives noted during NAIC deliberations, consumers will not benefit if
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companies are forced out of the market and individuals are left without
coverage.”

In closing. while considering whether o seek an adjustment fo the medical loss ratio
requirements for Missouri, wa respectiuliy request that you weigh carefully the potential for
market disruption in the individual market should you opt not to seek a waiver. In addition,
while we thank you for holding the December 28 public hearing regarding the medical loss ratio
requirements, the relatively short notice of a hearing held during the holiday season might well
have reduced the number of respondents and valuable data that you might otherwise have
received. We urge you to continue to reach out to health insurers and other valued stakeholders
as you work 10 implement federal health reform in the weeks and months to come.

Should you have any questions regarding this letter or would like to discuss it further, please feel
free to contact me at 202-861-6378 or dbricker@ahip.org. Thank you and congratulations on
your election as treasurer of the Interstate Insurance Product Regulation Commission.

Sincerely,

Dianne Bricker
Regional Director — State Advocacy



Kempker, Mary

From: Jim Hill [imhill@thechurchnet.org]
Sent: Thursday, December 30, 2010 4:04 PM
To: Kempker, Mary

Subject: Thank You

iary,

| wanted to express my appreciation to you and Director Huff for conducting the public hearing regarding the Medical Loss
Ratio. | was grateful for the opportunity to represent Missouri Health Care for All. | serve on the steering commitiee of
MHCFA. MHCFA is a grassroots, non-partisan movement of faith and community leaders commitied to securing guality,
affordable health care for all Missourians. We have 120 organizations who have endorsed our Principles for 2 just health
care system. In addition. we have more than 7300 grassroots members.

We are very glad to see a 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 zs fundamental to
realizing the benefits of the new law.

Missour Health Care for All firmly believes that we have a moral cbligation to make sure that every parson and family in
our state has access to quality, affordable health care within their community. We strongly asser that investing in health
care for all is both critically impertant for the well-being cf all Misscourians and a sound economic investment Basad on
faith and ethical values, we affirm that all persons should have the opportunity for healthcare and hezling.

As | indicated in my testimony, we believe strongly Missouri should not seek an adjustment or waiver of the
Medical Loss Ratio Standards for Insurance Carriers. We believe the Medica! Loss Ratio rules are good for
consumers and small businesses who purchase insurance. The MLR assures that we receive value for aur premium
dollars. Missouri consumers need more valug for our premium dollars—and insurance companies must be reguired o
deliver more value and more affordable premiums. The MLR is intended to put effective pressure on insurance
companies—io do better. fo decrease administrative costs and to deliver more value 1o Missouri consumers. It is one of
the few cost containment provisions of the Affordable Care Act that will impact many insured families

The Medical Loss Ratio rule I1s sound public policy. Assuring that a reasonable percentage of our health insuranca
premiums benefit consumers and families is goed public policy. We are concermed about compromising the consumer
protections vital for Missouri families in order io benefit the health insurance industry. Missouri consumers need
increased transparency to assure value of our premium dollars. The Department of Health and Human Services dentifies
six criteria that will be used to determine the risk of destabilization in the insurance market. However, here in Missouri we
do not have sufficient data readily availabie to consumers to evaluate the effect on the marketplace. It will be critically
important for the Department ¢f Insurance o improve information available fo consumers about rate increases and
medical loss ratio now that the State and federal government have greater capacity to protec: consumer inferests.

Thank you for hearing our concems.

Jim Hill
Executive Director

CHUrCH

s, Baplist Network

Serving Cluurches

A ministry of the Baptist General Convention of Missour

P O. Box 508

Jefferson City, MO 55102-0508
Office Phone: (888) 420-2426 Ext. 705
Cell: (573) 680-1480
iimhili@thechurchnet.org
www_thecnurchnel org

Biog: http://ourfirstpricrity blogspot.com




AFFIDAVIT OF KEVIN §. WREGE, ESQUIRE -

1. My name is Kevin S. Wrege and I reside at 3812 Fordham Road, NW,
Washington, DC 20016. I currently serve as Regional Director of State Affairs for
the Council for Affordable Health Insurance or CAHI,;

2. CAHI is a national research organization and trade association whose members
include insurance carriers, actuaries, agents and brokers, physicians and small
business owners. Our member companies are active in the individual, small group,
health savings account and senior markets;

3. CAHI member companies can generally be categorized as smaller carriers
operating in multiple states throughout the country, with relatively modest market
share in any given state’s individual market;

4. Upon information and belief, the medical loss ratio (MLR) requirements as
published in the Federal Register, 75 Fed. Reg. 74864, et seq. (Dec. 1, 2010) (45
FRC Part 158) will have a significant financial impact on cur member companies
operating in the individual market in the State of Missouri;

5. Upon information and belief, many of our member companies operate with
modest profit margins in the individual market segment and the new MLR
requirements will likely result in losses, at least leading up to later implementation
of federal health insurance reforms beginning in 2014,

6. Upon information and belief, the MLRs for major medical policies that are
individually underwritten tend to be significantly lower in the early years following
1ssuance and also tend to increase over time as underwriting "wears off" and more
health issues develop;

7. Upon information and belief, many of our members have inforce business
weighted toward newer business, making it actuarially difficult for them to achieve
an 80 percent annual MLR in 2011;

8. Upon information and belief, the 80 percent annual MLR puts these member
carriers at a regulatory disadvantage relative to competitors that have more mature



books of business and a more steady mix of older and newer policies -- and
correspondingly higher MLRs;

9. Upon information and belief, applying an 80 percent MLR requirement to
existing individual business that had originally been priced under lower MLLR
expectations will most likely result in losses on this business, with little or no
ability to recover these losses;

10. Upon information and belief, some of our member carriers have a number of
sizable vendor contracts related to administration and claims management, as well
as a large number of agent compensation contracts for marketing, distribution, and
servicing of policies;

11. Upon information and belief, these vendor and commission contracts generally
cannot be modified or amended retroactively for policies issued prior to the
enactment of the new MLR requirements, placing significant pressure on many of
our member companies’ operating expenses;

12. Upon information and belief, it is even more difficult for those CAHI member
companies who focus exclusively on the individual market to meet the 80% MLR
in that market due to the higher administrative expenses associated with marketing
and servicing policies at an individual level, coupled with lower average premiums
in the individual market due to the higher average deductibles being sold for
affordability reasons;

13. Upon information and belief, the MLR rebate mechanism poses a significant
cost that cannot be offset by current margins;

14. Upon information and belief, as a result of the combined impact of all of the
market, regulatory and legal factors discussed above, some of our member carriers
may choose to terminate their existing blocks of business and leave the market in
an effort to avoid future losses and resulting solvency concerns, potentially leaving
many customers in the State of Missourt without coverage and potentially limited
replacement coverage options in the pre-2014 marketplace due to pre-existing
health conditions;

15. Upon information and belief, CAHI member cornpanies that continue to issue
significant amounts of newly underwritten policies over the period from January 1,
2011 through December 31, 2013 will find it harder to achieve an 80 percent
annual MLR across their block of individual medical business, providing an

-



unfortunate incentive for member carriers that remain in the individual market in
the State of Missour] to minimize their marketing activities in the state prior to
2014;

16. Upon information and belief, the 80 percent annual MLR standards could
result in a potential Jack of individual market product availability — and resulting
market disruption -- for Missouri consumers between now and January 1, 2014,

17. Upon information and belief, a liberalizing adjustment to the 80 percent MLR
waiver will help to ensure that the maximum number of Missouri residents will be
able to retain their existing individual market coverage, while providing relief
sufficient to provide the continued availability of the greatest range of coverage
options and overall competition in the individual market in the State of Missouri.
Subscribed and sworn to before me, this 50%
of Deceumb sl [month] 209

[day of month] day

[Notary Seal:]

=Y
jﬂlgrmﬁ/reoff\/’farf\léwf Q

[typedtname of Notary]

NOTARY PUBLIC

My commission expires:/rgd,f:&)‘{m_’/ 29 2005
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John M. Huff, Director

Department of Insurance, Financial Institutions, and Professional Registration
P.O. Box 690

Jefferson City, MO 65102

Dear Director Huff:

The Amencan Cancer Society Cancer urges that the regulations carefully define Medical Loss
Ratio 1o ensure that as much spending as possible by insurers goes to services intended to
improve patient health rather than to company profits and administrative expenses.

The Affordable Care Act for the first time requires health insurance companies to disclose
information that is intended to help consumers understand the value they are geting for the
premiums they pay. This strong rule will help to ensure that patients are accurately informed
about the portion of their premiums that are spent on medical care instead of company profits,
broker commissions or administrative costs, [t signifies the start of a critical consumer-education
process that will finally help people with cancer or at risk for cancer io make informed decisions
about the plans they purchase,

The current rule mostly adheres to the recommendation made by the National Association of
Insurance Commissioners (NAIC) and supported by NAIC’s consumer representatives to adopt a
careful definition of insurance company spending on patient health. For example, the regulation
excludes broker commissions from the medical loss ratio calculation. It also rejects requests by
large insurers to aggregate the medical loss ratio of their plans on a nationwide basis, a move that
would have allowed insurers to offset high-quality plans sold in one region of the country with
low-quality plans sold in another. By instead limiting aggregation to plans sold within a given
state, the regulation will help to reduce the potential for abuse and ensure that consumers receive
information that is accurate and useful for plans in their market.

Unforiunately, the rule also gives an exemption to limited-coverage health plans, also called
‘mini-med’ plans, which will not have to comply with the MLR calculation for one vear. ACS
acknowledges that to maintain stability in the insurance market, all plans may not be able to
immediately conform to the MLR calculation under the rule. Immediate compliance with the
MLR calculation could result in termination of coverage for people who would otherwise have
no other coverage alternative. ACS will monitor consumer experiences and encourage the
administration to develop a comprehensive plan to bridge the transition to 2014, when all plans
will be required to be in full compliance with the rule. All families affected by cancer need
meaning ful coverage that will guarantee them access to the full spectrum of evidence-based care.



The American Cancer Society is the leading voice of patients in the health care debate and is
working to ¢nsure that the Affordable Care Act is implemented as strongly as possible for cancer
patients, survivors, and caregivers,

Please do not hesitate to contact me if you have any questions.

Sincerely,

Misty Snodgrass

Legislative/Government Relations Director -- Missouri
2413 Hyde Park Road

Iefferson City, MO 65109

573.635.4839 (0)

573.268.9046 (c)

misty .snodgrass(@cancer.org
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December 30, 2010

John M., Huff, Director

Department of Insurance, Financial Institutions, and Professional Registration
P.O. Box 690

Jefferson City, MO 63102

Via email to Mary Kempker

Please accept the following comments related to whether the Department of Insurance, Financial
Regulation and Professional Registration (the Department) should request an adjustment to the
new Medical Loss Ratio standards published in the Federal Register. 75 Fed. Reg. 74864, et seq.
(December 1, 2010) (45 C.F.R. Part 158). The regulations specify that the Secretary of Health
and Human Services may grant adjustments to Medical Loss Ratio requirements on a statewide
basis in certain situations and based on specific information and submissions by the state
insurance regulator.

These comments are respectfully submitted to the Department by the Missouri Health Advocacy
Alliance, a statewide organization of about 40 organizations in Missouri. The mission of the
Alliance is to provide a united consumer veice for quality, affordable health care choices in
Missouri. During the past two years, the Alliance and its members have worked hard to make
certain meaningful health reform was passed by Congress. We joined many comparable
consumer advocacy organizations throughout the states and at the national level to make cerain
the medical loss ratio provisions passed as part of the Affordable Care Act. The medical loss
ratio requirements were included in the final bill as a way to begin to change the health insurance
climate in our country. Consumers want more of our premium dollar spent on health care and
health improvement. We want less of our premium dollar spent on administrative costs,
Executive salaries and bonuses. We want companies to be rewarded who move from the
business mode! of selecting and avoiding risk to one of improving care and health outcomes,
while keeping costs down.

Once the ACA passed, consumer groups again fought for a strong regulation defining the MLR
provisions in the proposed regulation which was developed by the National Association of
Insurance Commissioners. The insurance industry sought to weaken the MLR requirements
throughout the NAIC process, but consumer groups worked to maintain our position that
premium dollars should be spent on health and health care. As the Department staff knows, in

606 East Capitol Ave www.mohealthallianca.org FPhoene:

=1

Jefferson City, MO 65101 Fax.
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the final plenary meeting, the NAIC voted unanimously to approve the proposed MLR regulation
that was sent fo HHS.

Now insurers in Missouri seek to delay the changes the MLR requirements represent by asking
the Department to seek and adjustment from HHS. The regulations allow for such an adjustment
to the MLR for the individual market only, if the department finds that the market will be
destabilized with full implementation of the §0% ratio. But the regulation and HHS require
certain information and plans from states who seek such adjustments.

The Department has asked the carriers for the information it needs to determine whether a
destabilization in the individual market would occur. The Department held a hearing on
December 28, 2010, in another attempt to obtain the data it needs. Only one carrier testified and
did not at that time submit the necessary information.

The Alliance would like to state for the record that we believe an adjustment is not
warranted at this time, that carriers have not provided adequate information for the
department to decide otherwise, and we would request that the Department decline to
request an adjustment in the MLR from HHS, unless and until carriers present sufficient
data and information to cause the department to believe that the market will be
destabilized without the adjustment. If such data is presented by the carriers, the Alliance
requests that the data be made available to the public so that if can be examined and
scrutinized.

We believe the adjustment is not warranted at this time for three reasons:

1. Accommodations to ensure confinued access to coverage by consumers has already
been put into the existing regulation;

2. The process by which the MLR requirements were developed was public,
researched and unanimously accepted by the members of the NALC and certified by
HHS,; and,

3. The purpose of the MLR provision is to incenfivize insurers o move fo a business
model that spends more of the premium dollar on patient care, improving health
outcomes, and improving the quality of health care.
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l. Accommodations to ensure confinued access {0 coverage by consumers has already been
puf into the existing regulation.

In order to guard against market destabilization, the Affordable Care Act stipulates that the
reporting requirements and methodologies for calculating the medical loss ratio “be designed to
take into account the special circumstances of small plans, different types of plans, and new
plans.”

Adjustments for Smaller Plans.

o An insurer that has less than 1,000 people enrolled are deemed non-credible and
will not be required to provide rebates.

o An insurer with 1,000 to 75,000 people enrolled for an entire calendar year is
considered to have “partially credible” experience, and, accordingly, the regulation adds
a “credibility adjustment” to its medical loss ratio.

o An insurer with 75,000 or more people enrolled in a plan for an entire calendar year is
considered to have “fully credible” experience and will pay rebates based on its actual
medical loss ratio without any credibility adjustment.

The NAIC commissioned an extensive analysis by a well-known national actuarial consulting
firm. and relied on these findings to develop its credibility adjustment calculation.

By our research it appears that just shy of half of the Missouri market covers less than 75000
lives and will receive some sort of an adjustment and that the only company that will be “fully
credible™ under this regulation is Healthy Alliance. a subsidiary of Wellpoint. Wellpoint is a
well capitalized and highly profitable public traded company with an estimated market
capitalization of $22.5 billion dollars and showing retained earnings of $10.3 billion dollars on
its last quarterly report of September 2010. Absent more data provided to the Department, it is
difficult to se¢ that Wellpoint paying rebates, spending more on health care, or decreasing
administrative costs to meet the MRL would result in market destabilization in Missourd,

Barriers to Entry for Newer Plans.

Some industry representatives have argued that the MLR creates a “barrier to entry”
because of the nature of the market that sees a “front loading™ of administrative cost due
to cost of customer acquisition and the experience of claims in outer years.

We believe that the ACA anticipated this potential disruption and mitigated its impact by
allowing newer plans an adjustment. Consistent with NAIC recommendations, certain insurers
that have newly joined the insurance market may be able to delay reporting their medical loss
ratio until the next year. Allowing insurance companies 10 defer reporting newer business
reduces barriers to market entry by reducing the risk of failing to meet the MLR standard and
having 1o pay a rebate.

606 Eazt Czaitol Ave www.mohealthalliance crg Phone: 373.634 9500
jefferson Citv f'-,-"':‘J r:!"‘_'_[ rE)Z_ ‘-3 ‘. A%
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2. The Process by which the MLR provisions were developed was public, researched
and unanimously accepted by the NAIC and approved by HHS.

Congress asked the National Association of Insurance Commissioners, a nonprofit organization
representing the nation’s state and territorial insurance commissioners, to “establish uniform
definitions of the [MLR activities] and standardized methodologies for calculating measures for

such activities.” Section 2718 of the ACA requires HHS to “certify” the NAIC
recommendations.

Given the NAIC’s expertise in insurance regulation, the NAIC was a natural partner {or HHS in
taking on this complex task. The NAIC promptly appointed two working groups to drafi its
response. One group, headed up by Lou Felice of New York, was given the task of devising a
form for insurers to use to report the components of the MLR. This group was responsible for
drafting the definitions to be used for the reports, including the definition of “quality
improvement activities.” A second group, headed by Steven Ostlund of Alabama, was asked to
establish the methodologies to be used for calculating the MLRs. Both groups hosted conference
calls up to twice a week and lasting for one to two hours, which reportedly sometimes involved
several hundred regulators and “interested parties.” The “form™ group finished first, with its
results approved unanimously (after minor amendments) by the full NAIC at its August
meeting. The methodology group took longer, but the regulation it devised (which incorporated
the earlier approved definitions) was approved unanimously, after considerable debate, by
the NAIC at its October meeting. The rule then went to HHS for its certification,

This process was open and public with many opportunities for indusiry input.

3.The Purpose of the MLR Provision is to incenfivize insurers to move to a business model
that spends more of the premium dollar on patient care, improving health outcomes, and
the improving the qualify of health care.

In a Letter to Commissioner Jane Cline, President of the National Association of Insurance
Commissioners, dated May 7. 2010, Senator Jay Rockefeller, chair of the Senate Commerce
Committee, made clear the purpose and intent this provision of the law. Below is a quote from
that lerier:
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Letter to Jane L. Cline
May 7, 2010

Data analyzed by the Senate Commerce Committee staff and others show that many
insurers zlready meet the newly established medical loss ratio requirements in the group and
individual markets that go into effect next January. But the data also show that in some markets
and some product lines, insurers are not yet meeting the new requirements.” The purpose of the
legislation is to provide health insurance companies falling below the requirements a new
incentive to spend more of every premi .:n dollar on patient care and the quality of that care. To
the extent insurers try to invent ways 10 “game” the minimum medical loss ratio requirement

without changing their actual business practices, they are defeating the purpose of the medical
loss ratio provision.

This demonstrates the intent of the provision is to change insurers’ behavior.

In summary, the Missouri Health Advocacy Alliance reminds the Department that the
Medical Loss Ratio was put into the Affordable Care Act as a response to consumer concems
that insurance companies spend too many premium dollars on administrative costs, including
executive bonuses, etc. while not spending enough on actual health care and health improvement.
At a time when health insurance premiums continue to rise exponentially, consumers will no
longer tolerate inefficiencies, high administrative costs, and large executive bonuses and salaries.
Consumer groups know that Medicaid and Medicare operate with far less administrative costs
than private insurance. We know there are ways to cut adminisirative costs and change business
models to be more efficient and produce better health outcomes. Consumers fought for changes
in the health care system that will reward insurance companies which improve health outcomes
and decrease costs. No longer will we reward companies which avoid and select risk as a way of
making their profit. [nsurers must now develop these new business models and the MLR
requirement sets the stage for that and provides the incentives, without micromanaging how the
companies meet the ratio

The Alliance is counting on the Department to weigh the public interests involved in the
decision to seek an MLR adjustment or not, and to base the decision on real data and dollars, not
on general statements of carriers. We are counting on the regulators 1o obtain the data, analyze
it, and do what is right for Missouri’s marketplace. Without such real data supplied and
analyzed, companies should be required to meet the new MLR standards without an adjustment.

Respectfully submitted,
Andvea J. Routiv

Andrea J. Routh
Executive Director
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December 20, 2010

Mr. John M. Huff

Director

Depwtment of Insurance, Financial Insututions 214 Professional Registration
PO Box €40

Jefferson City, MO 65102

Re: Written Comments to December 28, 2010 - PUBLIC HEARING — MEDICAL LOSS RATIO IN
INDIVIDUAL MARKET

Dear Director Huff:

Aetna is one of the nation’s leaders in health care, dental, pharmacy, and other
employee benefits, serving almost 20 million Americans in fifty states, including
Missouri. As such, we appreciate the opportunity to express our concerns about the
potential negative impact of immediately moving to full implementation of 80% Medical
Loss Ratio (MLR) requirements upon the Missouri individual insurance market.

First, it is critical that Missouri act to preserve competition and choice for consumers and
employers.

In many siates, the individual and small group markets already experience competitive
challenges, with the federal General Accounting Office (GAO) reporting that the five
largest carriers in the small group market represent at least 80% of the market in 23 of
39 states surveyed.i Furthermore, the NAIC reported that, for the individual market, 20
states had less than three carriers in the market.i

The market reforms outlined in the Affordable Carg Act, including the establishment of
an 80% MLR requirement for the individual market, have the potential to destabilize an
already challenged business if they are not implemented thoughtfully and with full and

careful appreciation for the impact they may well bring.

Undue haste to require full compliance with the 80% federal MLR prior to 2014 is likely to
create competitive issues. It will be difficult for many insurers to continue to provide
coverage in the Missouri individual and small grecup markets during the transition
because:



»  Most of these products were priced and sold prior to the new MLR rules thus making
a “cold turkey” conversion chalienging for the market to absorb. These products still
carry the same administrative requirements associated with underwriting. rating and
distributions — with many insurers involved with multi year contracts with brokers and
other distribution mechanisms that cannot be modified overnight. A phase in that
gradually raises the current standards every year would allow time for insurers and
brokers to adjust to the new rules and would help assure continued competition.

» The health care reform transition years — now through 2014 — will see a
transformation of the insurance business as insurers re-invent their products to come
into compliance with the Affordable Care Acl. This includes benefit redesign to add
100% coverage for preventive services, new appeals processes, eligibility
expansions and other initiatives intended to help consumers. While these initiafives
add value for consumers, they will in the short term also require some intensive
administrative operations to implement. Existing law has already imposed unusual
administrative expenses during this time pericd because of the federally mandated -
and previously scheduled - adoption of a new coding system called ICD-10, thus
complicating even more our efforts to reduce administrative costs.

Common sense practical application of health care reform is critical as Is the need to
move deliberately. As insurers gain experience with the new requirements of the
Affordable Care Act, Missouri can use this experience to make fact-based decisions
about the MLR as well as othar statutory provisions. Until then, Aetna urges Missouri to
seek federal permission to siowiy shase-in these requirements.

As always, please don't hesitate to call should you have any questions for us on this
issue.

Sincerely,

Shannon Phillips Meroney

i[l] Government Accountability Office, “Private Heailth Insuranca: 2008 Survey Results on Number and Markat Share of Carriers in the
Small Group Haalth Insurance Market,” February 2008.
iilii] NAIC unaudited information, 2009





