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! Hearings and Meetings 

ALL LOCAT10NS are in the Hany S Tru::ian Sl1lie Offii:e Building unless otherwise 
noted. 

' Date and 
' Time 

Place*! . 

Insurance Hearini:[ and l\leetinu: Sebednle 

Agenda** 

Medical Loss Ratio 

The purpose of this hearing will be to sol.icit tcsti.,nony on the record 
related to the particular effect of the Medi ca: Loss Ratio on the 
indfvidual health insuran;:e market in Missomi. 

ln '.ic-u of or in addition to prcvidi:ig testi:nony at the hearing, ln!L'tested ' 
parties may also submit v;rlt;cn com.~nts in ':he form of a swum 
affidavit to the Department. Such comments shall be submitted no later 
than 5:00 p.m. c~rr on Dcccr.:.ber 30, 2010 and shall be submitted via 
U.S. Mail, E·Ma'.t, or in ?Cft!On as outlined below. 

! Mailing Address: 
. Joh..'!'! M. Hcff, Director 

IDepartm.:rl oflnsi:.rance, financial lns'.itutions, and Professional 
Room Rco1stratlon 

I 

Decen:ber 
28,2010 

9:00 a."TI to 
12:00 Noo:1. 

500 iri.0..Box 690 
,Jefferson City, MO 65102 ' l 

i 

I 

Physical Ad5ress: 
Depar1::nent of fnsurance, Financial lnstitutior.s, and Professional 
Registration 
Harry S Trurt'Al State Office- Building 
301 West High Street, Room 53:J 
Je:'.rerson City, MO 65101 

E-mail: ma.•-y.kcmpker@tnsU:ance.r:10.g:ov 
1Please use "MLR COM.:\iENTS" in the Subject Line 
. 

For more infotmation on WILR and the specific f{'IJ';:l of comments, 1· 

please visit: : 
http'./fins~nce.mc.gov! .a.:.ourlns,'.~~~7:leetings/medl ::al _loss_ rario.h~r I 

EXHIBIT 

I .£. 
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NOTICE OF HEARING - MEDICAL LOSS 
RATIO IN INDIVIDUAL l\1ARKET 

The U.S. Depa.4ment of Health and Human Services (HHS) recently 
promulgated regulatio!lS implementb.g provision of the Patient Protection 
andAffo,dable Care Act (PPACA} (Pub. L. no. 111·148, 124 Stat. ll9 
thrm:.gh 124 Stat.1025). One such provision is 'the requirement that 
health insurance issuers must meet a specified annual loss ratio or pay 
rebates to enrollees: also known as the Medical Loss Ratio, PPACA 
specifies that large group plans must hav--e loss ratio of 85% or higher, 
and small group and individual plans must have a loss ratio of 80% or 
higher. Health insurance iss:iers are required to report these ratios tu HHS 
each year. If the ratio is not net, the :Ssuer must pay rebates to its 
bsureds. The regulations issued by HHS allow the Secretary to adjust the 
MLR standa..-tl that must be met by issuers offering coverage: :n the 
individual market in a State for a given ~LR reporting yea: if it is 
determined that application of the 80% MLR standard may destabilize the 
individual ma:ket in the State. 

The Dcpartrr:eut ofbsurance, Financial lnstih:tions, and Professional 
Registration has received inqi..:.iries from some interested parties regarding 
Medical Loss Ratio adjustIBents. Tbe Department has determined that it 
wou~d be beneficial to allow those \\'1th an interest in the issue the 
opportunity to present tlle:f views as to whether the Department should 
purs·.1e an adjustment to the lvfl.,R for the Staie of Misso'Jri. 

_ The federal regulations related to Medical Loss Ratios a:.--e published in 
the Federal Register, 75 Fed, Reg. 74864, et seq. (December 1, 20; 0) (45 
C.F R, Part 158). The reir..tlations specify that ac.justments to Medical 
Loss Ratio requirements are granted by 1le Secretary of HES a.1d are 
granted on a statc-v.ride basis, not to individual iI:surers. Only t.tie 80% 
ratio may be adjusted and only when the 80% ratio ·•may destabilize the 
individual market'' in the state requesting the adjus.tmcnt. The adjustment 
is not a waiver of all loss ratios. The request for an adjustment to the 
\1LR standard for a state must be made by the State's iP...surance 
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 d.etermine 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% 
1\fl.R and the rcs11[ting impact on competition in the State; 

• TI1e m.nnber of individual market enrollees covered by issuers that 
arc reasonably likely to eX:t the State absent an adjustment to the 
80% MLR; 

• \v 11ether absent an adjustment to the 80% 'MLR stanc.aI'd 
conS1,lmers may be unable to access agents and brokers; 

• The alternate coverage options v.i.thin the State available to 
'individual markct emollees in the event an iss:.ier wit.'ldraws from 
the market; 

w 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 isS'-.1crs were to withdraw from the market; and 
Any other re!eva:nt information submitted by the State's insurance 
cor.unissioner, superi::itendent, or comparable: official in the State's 
request. 

FOR.l\1. OF C0!\1ME;\1S 

The Director is requesting comment from individual consumers. insurers 
or ca..."Tiers, I--Th1:0s, professional associations, public interest grou;,s. and 
from ar.y other person \\'lili an ir.terest in the :vfedical Loss Ratio rules as 
t.11ey apply to the health insura:nce marke<:place in Missouri. 

Comments should speci:ically address ar:y or a!l :he follmving isst.:es: 

• \\'hether Missouri should request an adjustment to the MLR for the 
individual rr.arket in 6c state; 

.. If so, the appropriate adjusted MLR a1id suggestbns for the length 
of the transitional period in Y1issouri; 

• The consequences to companies offering individua: coverage ir1 
Missouri if an adjustment is not sought; 

• The co!LSequences to brokers or agents offering product s in tlle 
individual market if an adjustment is !lOt sought; and 

• Any other matter bear:ng on the six criter:a HHS has identified, as 
set forth abovc1 that impact tl1e risk of market des~aOilization. 

CoIDll!.ents may address the impact of ~1cdical Loss Ratios on 
individuals, insure~, or agents as well as any o6er individual Comments 
should be brief, specific, fac:~based, and focused on Lf-ie l\.1issouri hea:ith 
insurance ma!"kctp:Me. Supporting data should be targeted to conditfons 
in the State oflvfissouri. 

The Director v.ill use ".he infonnation gat:lered along with ir.ibrmation 
from other so:.1ICes to deter::nine whether Missouri should request an 
adjust:ne:.t to the Medical Loss Ratio rules from the l; .S. Departrnex:t of 
HeaJtb and Human Services. 

'---- --------- ----- _____________ ! 
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EXHIBIT 

I J (1"', 
December 28, 201 O 

John M. Huff, Director 

~url 
HealthCare 

L-for All 

Department of Insurance, Financial Institutions, and Professional 
Registration 
P 0. Box690 
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 Rauo in 
the State of Missouri. 

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

If you have any questions or require additional information please 
contact Stacey Sickler, Administrative Director, at 314-570-5505 or at 
stacey@interfaithstl.org. 

Sincerely, 

(, ' /)Ji ' ;Yi,;--<;/:~ 
\ fiev. Jim Hill 

Missouri Health Care for All 
Steering Committee Member 

/rt~~ 
Stacey Sickler 
Administrative Director 

Working to .secure acceu to affordable. qootity health care chalcru for all Miuouricms. 



Testlmony before the Missouri Department of Insurance, Financial Institutions, and Professior,a! 
Registration opposing pursuit of an adjustment to the MLR for the State of MtssourL 

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 AIL 

MHCFA is a grassroots, non·partisan movement of faith and community leaders committed to securing 

quality, affordable health care for all Missourians. We have 120 organizations who have endorsed our 

Principles for a just health care system, In addition, we have more than 7300 grassroots members. 

We are very glad to see a public process begin in Mis.sour1 on components of the Affordable Care Act. In 

addition, we see the questions of how to hold insurance companies accountable to Missouri fammes 
and consumers as fundamental to reallzing the benefits of the new law. 

r,.1issouri Health Care for AH 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 ls available to 

them in their home community, no matter where they live or how much money they make. stm, 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 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 lnsuranc:e 

carriers. 

The Medical Loss Ratio l'ules are good for consumers and small businesses who purchase insurance. 

THE MLR assures that we receive valve for our premium doltars by requiring SO% or more of premium 

dollars be spent on medical care versus administrative costs, suc.h as profits, advertising, CEO pay, da!ms 

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 oompanles 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. lt is one of the few cost 

containment provisions of the Affordable Care Act that will Impact many insured fam!!ies. 

The Medical Loss Ratio rule is sound public policy. 



Assuring that a reasonable percentage of our health insurance premiums benefrt consumers and 

families is good public pollcy. We are concerned about compromising the consumer protections vita! for 
Missouri families in order to benefit the health Insurance Industry, The top five for-profit health insurers 

alone recorded $12.2 billlon in profits in 2009. Without the minimum medical-loss ratios, which still are 

well below the average MLRs achiev€d in the 1990s, health plans would continue to spend excessively 

on profits, disproportionate CED pay packages. lobbying and administrative actfvities 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 detem1ine the 
risk of destabilization :n the bsurance market. However, here in Missouri we do not have sufficient data 

readily available to consumers to evaluate the effect on the marketplace. Only two 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 srnall 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 lass ratio means that for the first time, Missouri 

consumers can actualty learn and understand what insurance companies are doing with our premium 

dollars, and to shop wisely with that knowledge. 

Conclusion: 

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 tl"ore 

transparent. The new Medical Loss Ratio rules wlll insure that consumers get good value for their 

premiums. In addition, granting a waiver would deny Mlssoµrians their rebates from companies that 

failed to meet the MLR standard. 

Any potential adjustment should involve a rigorous assessment by the Department of ;nsurance and 

should be transparent and should involve 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 available including rate review, 

more stringent requirements on carrier; who wish to sell policies in Missi;!url, 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 plau should: 

• Pro~ide 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 commuoicies '-''1th high rates of 
poverty or uncmploy1nent \Ve aho mu:;t ensure adequate participation of 
health care practitioners to meer rlris goal including ensuring adequate pru,-ider 
reimbursement throughout the system. 

• Employ both private coverage options and public insurance programs 
including Medicaid. 
\Ve must protect the health care of those traditionally covered by public 
insurance programs including seniors, low income individuals, childreu and 
people with disabilities.. In addition, we must expand coverage ro e\"eryone, 
including those with pre-emting conditions. 

• Achieve fair and efficient financing. 
Financing health care for all Missourians will include fair contributions from 
individuals, businesses, and public resources. The community \vill explore 
:revenue sources rhat 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 disparines. 
- Ensure meaningful puhtic input int<> each su:p of developing the plan, 
including public meetings and hearings and meaoi11gful engiigement of 
consumers, front-line healthcare workets. advocates, health care providers, 
businesses, and state officials. 
- Ile based on best practices that haYc proven effective in providing affordable, 
high quality, comprehensive health care, inclnding wellness education, 
preventive care and mental health parity. 

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



Arlorers of the Blood of Christ, St, Louis region 
American Jewish Congress, St. Louis Region 
Associated Services, Inc., St Louis 
Better Family Life, St. Louis 
Catholic Diocese of Kansas City-St Joseph, 
Human Rigllts De-pru1ment, Kan~as City 
Catholic Charities, St. Louis 
Centennial Christian Church, St Louit.i 
Center for Immib,'1'.!Ult Healthcare Justice, 
Nationwide 
Central Reform Congregarlon, St, Louis 
ChjJdren'& Services Coalition, St. Louis County 
Church and Society Mission Ti.::am of Missouri 
Union Presbytery, Statewide 
Church Women United, St. Louis 

! CHIPS~ Community Health in Partnership 
Services, St. Louis 
Christ Lutheran Church (ELCA), St. Louis 
City of Potosi, Washington County 
City of St Louis, St. Louis 
Coalition of Black Trade Unionists, St. Lours 
Colemau~Wright CME Church. St Louis 
District 
Committed Caring Faith Communities, St. Loulr 
(',,ommunities Creattng Opportunities, Kansas 
City 
Congregation Kol Am. St. Louis 
Congregation };eve Shalom, St touis 
Congregation Shaarc Emeth, St. Louis 
Congregation Temple Israel, St. Louis 
Cooperative Home Care, St. Louis 
Covenant House Missouri, St. Louis 

MISSOUlli HEAI:l'H CARE FOR AI.I. 
129 Endorsing Organizations 

December 2, 2010 

CWA LncaJ 6355 Missouri State Workers Union, 
Statewide 
Deaconess Parish Nur.se Mi:u.istl'ies, Slatewide 
The Diocesan Council ofLhe Episcopal Diocese of 
Missouri, Statewide 
Disability Coalition on Healthcare Refonn, 
Statewide 
Disabled Citizens Alliance - DC.Al, Viburnum 
Eden Theologii;al Seminary, St. !Au.is 
Emerson Unitarian l!nlver<;a!ist ChapeL St. Low;'! 
Epiphany United. Chureh of Ch!Jst, St. Louis 
Faith Des Peres Presbyterian Church, St. Louis 
Faith Des Peres Presbyterian Church Mission 
and Ministry Committee, S't Louis 
Faith Wnlk Ministry INC, Paris 
Family Preforenee Ilealth Care Clinic. Matthews 
Feed My People, Sr. Louis 
First Unitarian Church of St. Louis Social 
Responsibility Committee, St. Louis 
Gateway O\\lL the Voice of Midlife ond Older 
Women, St. Loni.~ 
GRO-Grass Roots Organizing. Mexico- Statf!Wide 
Greater Mt. Carmd Baptist Church, St. Louis 
Greater St. Loufa: Parish Nurse Network, St, T.auis 
Greater St. Mark family Church, St. Louis 
Grna1er Works Church of Jesus Christ, Sikeston 
r:figh Pointe Healthcare, Scott City 
Higher Heights Christian Church, St. Louis 
Hindu Temple of St. Louis, !St. Louis 
Human Rights Action Service, St. Louis 
HurruutltyWorks!, St. Louis 

fnstitute for Peace and Justice, St. Louis 
Interfaith Partnership/Faith o~yond Walls, St. Louis 
JnteHeligious Roundtable, Statewide 
Islamic Com1mmity Center, St. Louis 
Jewish Community Relations Council, St. Lou::~ 
Jirah Child Care. Inc., St J,ouis 
Justice, Peace, Integrity of Creation Office, St. Louis 
Lane Ta be mac le CME Chureh, St. Louis 
l .utheran Family and Children's Services, St. Louis­
Statewide 
Mariposa Men's Wellness Institute, St. Louis 
Mark Twain Forest Regional Health Alliance, 
VanBuren 
M.D. Pharmacy, Inc., St. Louis 
Medi Clinik, St. Loul~ 
Methodist federation for Social Action, Missouri 
Chapter- Statewide 
Metropolitan Communiiy Church of Greater St. 
Louis, St. Louis 
Metropulitan Congregations Unite.d (MCC.J), St. 
Louis 
Missouri Alliance for Retired Americans, Statewide 
Missouri Association for Social Wdfare (},1ASW), 
Statewide 
MASW Kansas City Chapter, Kansas City Region 
MASW Jefferson City Chapter, Jejfi?rson City 
I\1.ASW Springfield Chapter, Southwest Region 
MASW St Louis Chapter, St. Louis 
Missouri Budget Project. St. Louis ~ Statewide 
Missouri Christians Against Racisrn and Poverty, 
Statewide 
Missouri Churches tJniting in Christ, Statewide 



Mis~ouri FamUy Health Co1,mcil, Inc., Jefferson City 
Missouri Immigrant and Refugee Advocates, St Louis 
Missouri IMPACT, Jefferson City-Statewide 
Missouri Nurses Assoi.:iatfon- Third District 
Missouri Rurnt Crisis Center, Columbid 
Missouri Union Presbytery, NE~MO Region 
Missouri Women in TraJi.:, St. Louis 
Ml Beulah Missionary Baplist Church, St. Louis 
National Conference for Community & Justice of 
St. Louis 
National Council of Jewish Women, Statewide 
National Council ofJewish Women, St. L1Juis Section 
Neighborhood Houses, Sr. Lttuis 
New Hope United Methodist Church, Arnold 
New Horizons Presbyterian Church, Overland 
New Life LJpreach Ministry, St. Louis 
Northeast Missouri Rural Health Network, Kirksville 
Northminster Presbyterian Church, St. Loui:, 
Northside Community Ccnler Housing, St. Louis 
Nurses for Newhorus Foundation, Sr. Louis-Statewide 
OACAP (Adult Community Action Program), 
St, Lou.is 
Paraquad, lnc., S1. Louis 
Partnership for Children,_ Kansas City 
Pilgrim Congregational Church UCC, St. Lours 
Presbytery ofGiddings~Lovejoy, St. Louis-Eastern 
MO 
Salvation Army Mldland Division, St. J,0u/s 
Salvation Seeker's Ministries, St. Louis 
Samaritau United Methodist Churell, &. Louis 
Second Presbyterian Chun;h> St. Louis 
Sclfl-Ielp Center, Ajion 
Senior Helpers ln~Home Companions, & Charles 
Service Employees International Union, 
Local 1 Missouri Division 
Sisters of St, Jo~eph of Ca.rondelel, & Louis 

Southside Welfare Rights Organization, St. Loui,v 
Southwest Center for Independent Living,, 
Springjlcld 
St. Francis Xavier Coilege Church, Sts Loui.s 
St. Louis Areu Jobs with Justice, St. Louis 
St. Louis American Foundation, St. Louis 
St. Louis Citizens for R.H.A.L. Healthcare Reform, 
St. Louis 
St Monica Church, St. Louis 
Susanna Wesley FatJJily Leaming Center, 
East Prairie 
SEMO Alliance for Disability lndependence, lnc .• 
Cape Girardeau 
The Cross Roads Inc., Columbia 
Touch Point Autism Services.. St. Louis 
United Methodist Church of SL Cl.air, St. Clair 
V uJued Pharmacy Services, St. lnut:,; 
Vision for Children at Risk, St. 'Louis 
Washington County Community Partners.hip, Potosi 
Westside Missionary Baptist Church, St. Louis 
Westminster Presbyterian Church, St. Louis 
Whole Health Outreach, Ellington 
The Whole Person, K1wsas City 
Women's Voices Raised for Social JustJcc, St. Louls 
Youth in Need, St. Charles 
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CBuiftfing a :M.ovetttf!Jt: .• 
We've all heard the stories. 

\Vorking pat·ents who can't afford to 
sec a dm.:tor ...... 'M.!nior citizens cutting 
their prescribed pills in haJf ... fumiUcs 
fon::t...-d to choose between filling their 
gas tank or filling their prescrjptious ... 
doctors who can't treat their cancer 
patient as they see best because the iu~ 
surance company denied payment. 

Tltese stories shouldn't he true in 
Missouri. 

Thmughom the. state, Missourians arc speaking 
out for fiealth reform -iH tbe belief !l:i.at every per­
~on deserves gusrnnteed., affo.rtlcb!e health caie 
dmi.,~s. Health care that provide,; re&J anti 
mcnningful choices. oo we c.m make n:~po11siblc 
life decisions. Ml:>svurJ Health Care for All i~ 

bringing: u1> lO£J:tller. 

We u.rc breaking down the b;UTierii, that d1v1de us. 

\\'e arc educating ourselves about the 
challenges and the poosible ~ulutfrms. We are 
buildi11g a grasst1.)0ts coo..lition thal al!()ws the 
vrnce of:Missoorians to 1.i»e above tltc powerful 
influem'.e 11f wcll·paid indm,t.ry lobbyists. 

Thls work tequucs truat, patience mid a be-lief that 
togc,Ji~r we can create d:tange. l'lease join us. 
Be ,me of L'1e rr..nny iudivithml5, organizations, 
and faith grol.lfIB thal will bring accessible, 
affordable, quaii(y heal1h care -:ho.ice~ lo all 

Mi%oorians. 

,;f'!,::J(ealtli Care for JI{{ 
__ .__. 

···-. ~-
·-,.· 

:){"zstory 

In April 2007, a group of faith ant.I c.ommnnity 
leadern met to hear Vinuy l>eMarco ofihc Mary­
land Health Cat'e for All Coalition. Vinny de­
scribed how a small group nf concerned 
dtizeus grew 11 powcrlul statewide cool.it.ioo hy 
agreeing t,,.1 u::-11.ain pri.nd.plet1. Following tbls suc­
rn::..'f.:,Jul model, Missouri drafted principles and 
began organizing n b:road array of groups and 
indi.vidmlis to cull for a long term plan I hat wtll 
provide health cart;!l for aJl in Missouri. 

Jn 20UIJ, the movement has gmwn to include ln­
di-vidu.tl.s !n Cape Girardc.iu, Mid-Mi.ssouri. 
Somhea~t Missouri, FannLngtt•n, PcpJar Bluif, St. 
Louis ant.I Kansas City. We rue contmuiag to 
grow lhe movement statewide. 

Missouri Health Care for All has not cmlon,ed 
any particulurpol:icy or le<g.i~hiliun. We arc 
building a movement tb-.1t will have cuouglt 
ptt\\.-1/'.l" to demund l.1tal our leaders create a 
plan to bring hi~h..quality, affordable health 
care choius to all Missourians. Our vision is to 
build n base that is: big enough, stron!,', enough, 
and divcri,e enough to ensure th.at whatevl'.r 
!1.1.issouri adapL<, will agree with our 
Principles. 

For miYtt i11formadon: 

S-racey Skklll'lr, Health One Advocate 
4144 Lindell Blvd, ,')le 12 \ 

Sr. Loui;, MO <i'.H08 

Phone; Jl4-531--47WJ 
Fax: 314-:J3l-4785 

ssickkr@faiililx.·)'Vlxlwalb wg 

www.mohealthcarefora.JLorg ..... 

'"'~ --. 

Missouri 
Health 

Care for All 

Join the grassroots 
movement tluit will bring 

health care ta all 
Missourians! 

~uri 
HulthC.N 

L-forAII --
# __ ,. t~~~r:i~;;f:!i/j:;:;i~\· :. 

www.mohealtltcarefor,!lll:org• ·~[~,-:~11:}, ';~\~:\~ :;·.':;'.~~::)i}\!/ :\,; .:· ... :,: 



Missouri Health Care for All:is a 
' n.on-IJaifislirl;. gram'6ofs)t 

movement.ci>mmitteii16····, 
secrirlng access to affonlabte;~!;' 

.... ·. •hi fie ulilltybl.lalihcwi<·•;,,;;; ., ....... ·clwfces1o~'an~~ur1aiii:··.·,tr·• 
i,:_z- • - . _____ , \ ",t,'E,:.: 

Our<Prindpfes 
We affirm, based on moral and ethical values, that 
all peraom should have the opportunity for health 
care and healing. We strnngiy assert ftnrt investine 
in healtli care for all is critically important for the 
well~being of all Missourians and economic health 
of our state, 

Missouri JS struggling with rising health care costs 
for tlmse who are insured, significanL declines in 
health care access and increasing numbers of the 
uninsured. These serious challenges and the ripple 
effects they produce in our communities, 
congregations and families motivate us to work 
diligently to improv~ healrh care for all 

Missourians. 

Our Principles call for quality, affordable, health 
care choices for all and reflect four key areas: 
• All Missourians must have quality, affordable 

health care. 
• The care must be ava.i.lable regardles.~ of where 

you live or bow mucli money you make. 
• Missourians will have choices that include 

good pub)k insurance programs and private 
coverage. 

• Individuals, businesses, government and 
insurers will share responr;lbillty in malting 
health cure access and costs affordahle, 
efficient and fair. 

PfeaseJoin Vs! 
We need YOU to build a diverse, statewide 
moverru.::nt for health care reform . 

Please read the Principles in this brochure. ff 
you support tht:nl, picas,,.": join our 
movement by completing and submitting the 
attached form. You can also join on line at 
www.rnohealthcareforalJ.org. 
We wekome all in<lividual:i,:, faith 
congregatlomi and community groups. 

As a member ofMiss.ourl Health Cure for 
All, you will receive regular updates. timely 
health care. alerts, and opportunities to learn 
and to take action. 

You cim participate in mnny different ways: 
by attending planning meetings; recruiting 
new mernhers; participating in community 
education or media events; talking to your 
legislators; or ~peaking tn others about 
Misttoud Health Care For AU. No member is 
requited to participate in any !-iugle 
activity, but we do hope each pernon wiU 
help us work towards high-quanty, 
affordable health care choices for all 
lvlis~ourians. 

To_gether, we win bring }11::alth care for all to 
Mitm.1uri" 

# J.:. ',:,I ...,1 •.;; .. v,...,•,.·~Y 
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0 YES! I support the Missouri Health Care 
All Principles. l want to join this movement . l 

am supporting MO Healrh C.llre for All as 
(pk11sc cirde oue} 

An Individual An Organization 

Both 

Name: 

Address: 

Phone; 

E·Mail: 

-----· 

Organizations, congregations. or groups; 

How did you hrar about us? ______ _ 

How would you like to help Missouri Health 
care for All? I would like to: 

D Allow my name/organization's name robe 
prinLe<l on Missouri Ifoaltb Care for All 
literature. 

D Participate in meetings and planning. 

1:J Ask others to 5upport the Principles. 

Cl W1 ite letters to the e.ditoL 

D Conta;.'.1 my legislators. 
Cl .Pmv1<le information about individuals in my 

family/community/congregation who arc strug­
gling to get health care. 

Please return to: 
Stacey Sitkler 
Missouri Health (.".are for All 
4144 Lirulell lllvd. Suite 221 
St. I.ouisr MO 6-""UOS 
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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 !'ma statewide health care organizer with Missouri Jo:is with 
Justice. and I'd Hke 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 will be harmful to Missouri cor.sumers if 
the Department obtains an adjustment to the ne'N MLR standards. Jobs with Justice is a coalition of 
labor, community, faith and student groups. We have more than 100 member organlzations in the 
State and grassroots membership of 10,000 Missourians. Our members, vlho are working people 
and middle class families, have a significant stake in tha implementation 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 1f the state seeks a federc1l adjustment to 
the medical loss ratio, working and middle dass families in our state will lose an important premium 
protection and will be forced to forfeit rebates that are owed ta them under federal law, 

The Medical LOss Ratio Ry!~ is good pµblic policy 
The medical loss ratio provision of the Affordable Care Act (ACA) is intended ta ensure that 
cor.s'Jmers get good value for their heatth care dollar. This rJ'.e was developed after extensive, non~ 
partisan debate at the National Association of Insurance Commissioners (NAIC). The medical loss 
ratio provision ls good for Mtssourl's worker and families purchasing in the individual and small group 
:narkets. 

Missourians desperately need protection from soaring premiums and decreasing value of health 
coverage. Our fammes have struggie<i with unreasonable premium rate increases !Ti the last few 
years. Overall, the cost of health insurance grew 83 percent between 2000 and 2009, while median 
earnings ln the state grew only 23 percent. We're spending more and more for less coverage, and 
our earnings are stagnant. The costs of health care pre1;1iums for working families ls soaring out cf 
control, growing at unsustainable rates, and insurance companies can and must deliver more value. 

Missouri consumers need transparanC¥-
The transparency of the medical loss ratio rule is also good for working families. This policy means 
that, for the first time, consumers can get an answer to a:1 important questio:1: when we pay health 
care premiums. where rs all of our money going? Currently, Missouri does not even reqt.ire health 
insurers to file thetr rate increases with the state. Only two other states have so little transparency 
(Georgia and Montana). We urge the state to view the application of a medlca! loss ratio as another 
important tool in making sure consumers get a fair deal. At the very least, implementatron of the 
medical loss ratio requirements would mean that if an insurer implements a rate increase that turns 
out not to be necessary to cover health care claims and qt.:ality improvement expenses, the 
consumer would get the excess back. 

l!J§!Jfance 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 p:;emlum 
dollar on medlcal 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~!ncreasing 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 target. In 2009 Blue Cross/Blue Shield of Kansas Cily, 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 Mlssouri 
plans are delivering better value. 

Other insurers should be able lo lower their administrative expenses to meet the MLR spending 
target or they should rebate consumers the difference. For instance, the website indicates that 
Healthy AJliance, the insurer that holds the largest share of the individual market in Missouri spends 
less than 70% of premiums on care. Why is one company wilh 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 premlums since 2000 need to know where our premiums dollars go and w'hy our 
premiums and deductibles are so unsustainably high? As a subsidiary of Wellpoint, what portion of 
premiums from Healthy Alliance went toward the company's 91% profit increase or their CEO's 51% 
pay increase in 2009-a CEO who makes more than $11 million in annual compensation? If such 
insurers cannot meet the challenge of competitive MLRs, Missouri shouid create stronger rJ!es for 
insurance companies. For example, we should create new regulations barring any health insurer 
who leaves the Missouri individual health insurance market or redfines geographic areas of the state 
between now and 2014 from being eligible to sell policies in the new health insurance exchanges. 

A thorough, trans~~.~nt process must be conducted if Missouri moves forward to seek a 
watver. 
Insurance carriers need to answer some basic questions. 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 loss of a 
few low-performing insurers In the state hurt consumers? 

It is also important for lhe State to conduct a thorough, transparent assessment of which insurers will 
or will not meet '::he 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 entitled to receive. 

Conclusion: 
We commend Dlrector Huff for voting wih 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 
heatth coverage, It's time for insurers to do the same: cut the waste, become more effi:::ient, and give 
consumers a fair ®at On behalf of consumers and working families in our state, we 
respectfully urge you not to request an adjustment to the medical loss ratio for our state. 
Enforce the rule fully and hold insurance carriers in Missouri accountable to higher 
standards. 

Amy Smoucha, Health Care Organizer 
Missouri Jobs with Justice 
2725 Clifton Ave. 
St. Louis, MO 63118 
amy@moiwj.org, 314-608-3917 
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TO: John M. Huff, Di=tor 
Department of Insurance, Financial Institutions, and Professional Registration 
P.O. Box 690 
Jefferson City, MO 65102 

RE: 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 
infonn you that I suµpo11 the medical loss ratio and lt:s enforcement \.Vith regard to insurance con:ipanics 
in the State ofMi:isourL 

Health insurance wmpanies continue to post record profits in the ·µ,rake of the enactu:ent of the 
Affordable Care Act in March 2010. The: purpose of the Medical loss ratio provision ,vas ~-O guarantee 
that a greater percentage of the enormous rro:fits reaped by health insur'ance companies actually is 
:spent on the insured and their health care cost,;; rru:her than on administrative bonuses. 

My 0'\\11 personal insurance voyage is a case in _poinL I left my position in public library service 
at age 60 in order to care for my husband who ha'. several chronic and serious medical conditions. I 
used Cobra to extend my Group Health Care P]a.'1. for the maximum number of months at a cost of 
nearly $600.00 per month, 

Near the end ofmy Cobra coverage, I applied for privare insurailce, thinking that since I am a 
relatively healthy won1an, I would have no trouble obtaining coverage. I was subsequently denied by 
several insurance companies, including Anthem Blue Cross/Blue Shield. I was dt."Illt:>d for hypertension 
(high blood pressure) that has been under control for many yea.rs \\'l.th minimal medication. 

I finally sought and received coverage through AARP. This is insurance provided to AARP 
members lhrough Aetna. The ottly policy I could afford carries a $15,000 deduC"Jble. Please read this 
correctly, not $1500, but $15,000. The policy lisrs a number of things \hat v.>jl] not be covered, 
including anything related to hypertension, spinal issues, anything related to breast cancer (because my 
sister had breast cancer), and ar:ythi:i.g related to menopause. Since I am post menopausal, I'm not s.-..1re 
what that reaJty means and they have never bee:n able to tell me. lt 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 
a.lien craft but rm not certain since reading the 80 page manu.1.1 is somewhat discouraging. My 
premium for such excellent cm·eragc has increased twice this year, even though I HAVE Fil..ED 
NO CLAIMS AGAINST my insurane.e. There was a $40 premium. increase in March and another 
this month. My current premium is $321.00 per month. The letter l just received from Aetna this 
month gave ""age inc.rease" as a reason. ]n other words, I have not died and continue to grow older daily, 
to my current age of 6]. 

1n a sh1dy recently released by Ulitcd Health Foundation, U1e American Public Health 
Association and Partnership for Prevention, our state has now fallen ro 39lh in health rankings. ("How 



low can you go? Missouri ranks falls to 39:h in health rankings", St, Louis Beacon 12/27/10.) This is a 
shameful state of affairs considering that the Missouri State Motto is 

"Let 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 
Act1 cspe.cially with regard to the medical loss ratio. 

Bcrnadetle Gronborg 
1948 Anchorage Drive 
Festus, IY1issouri 63028 



Testimony before the lvfissouri Department offnsurance, Financial Institutions, and Pmfess:onal 
Registration opposing pursuit of an adjustment to the MLR for the State of Missouri, 

SubmiHe..i by Tim Gibbons, Comnn~nications Director, f!,,tissoi;n Rural Cnsis Center 
December 28, 20 IO 

My mime Tim Gi:Jbons with the Missouri Rural Crisis Center, a non-profit .::ta!ewide fa(lll a"l<l rural 
organization repreRenting 5600 member fan:flies. 

l\'lissouri should not seek an adjustment or waiYer of the :Medical Loss Ratio StanCUlrds for 
Insurance Carriers. 

Our mt.'lnbers, comprised ofMissouri family farmers and rural citizens, have slgnificant experience in 
the individual insurance markctµlacc, 3 .. nd under the current rules farm families are not getting value for 
their premium dollars. Family farmers are extremely dependent i1n 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 v.rith soaring premiums 
and low valci;;. of the coverage available. We see the Medi..·,al Loss Ratio standards as a good first step 
in: hold1ng insurance companies accountable for affordable premiums, :ncrcasing transparency in the 
individual and small group markets and ass·Jring rural families and family fanners a good value for their 
premium dol:ars. 

MRCC has partnered ,vith several community groups, mclurling St. Louis University and the Ar.ccss 
Project. lo produce a report about access to health insura..".lce for family fa,ners and ranchers in 
Missouri. Our report. based on 2006 data, revealed the problems Missouri farmers and ranchers are 
facing in the individual -insurance market. And please note prernlurn costs and value for premiums spent 
has gotten :::ign{/icantly ',rnrse for farmf'amilies and rural citizens since this data was gathered in 20()6. 

The report shows: 

I. Fa..'Tilers and ranchers v•iho 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 ffiatus, :'f.milies insured through 1ht:. imllvidual market spent S2,l 17 
more on health care. on average, than those insured through off-fannjobs. 

3. Fanncrs and ranchers who bought it:.surance in the individual market relied overwhelmingly on the 
cofltliest types of policies · those with bgh premiums and high deductibles (more than $500 a year). The 
fact that so few of those purchasL,g insurance i:1 the individual market (five of 35 respondents) had low 
deductible plans suggests that Jow deduc{iblc plans are not really available in this market 

4. People with high ;>remium policies ($500 per montrJ $6,000 per year or more) spent significantJy 
more overall on healfa care than those who had low premium policies. 

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

TI1e transparency of the medical loss ratio means that, for the first time, consumers can get an answer to 
a basic question: where arc the doUars spent on our premiums really going? 

Missourians have absorbed outrageous and unsustainable premium rate increases in our state in the last 
few years. Overa1l1 the cost of health insurance grew 83 percent between 2000 and 2009, while median 
t:amings :n the state grew only 23 percent. Our report shows that 1 out of 5 Missouri farmers a."ld 
rancherx surveyed rep()rted lhat health care costs contributed to their financial problems, including 



rnabng it difficult to pay-off farm or ranch loam, causing them to delay farm or ranch itwestments and 
increasing the need to take off~fann work. 

Some insurer.:; in the :.tate have claimed that being required to spend 80 cents of every premium dollar 
on medical care and quality improvement would "force" them to stop semng insurance in the mdividual 
market MRCC is very concerned about access to health insurance aml choice of insurers in r.u-al areas, 
However, data available on the insurance department \Yebsite seems to indicate that scvcraJ insmers are 
close to meeting the spending target. Other ins1rren; would need tn lower their adminfS,trative expenses 
or, if administrative spending exceeded the targe4 would have to rebate consumers the difference. 

While we see no data or reason to asser;s that the threat of soine Missouri insurance companies is 
founded or vali~ should such concrete data be determined vaHd by the Department, and the state does 
seek an adju:stment. it should be short term, temporary1 and designed to move insur~ in the right 
direction over time. For instance. the standard could be 75 percent in 201 l a1:d 80 percent in 2012 and 
2013. 

1\-tissomi wnsumers need im:rease-d tra:n.,;:parency fo assure value of our premium dollars. 

Thi: state must e,Teate a strong, transparent process of assessing whlch insurers will or will not meet the 
MU{ rci:roircmcnts. The federal formula for calculating the medicaJ loss ratio alrnady oak.es reasonable 
accommodations for plru:iS that arc small or new or that have low annual limits. It is unfair to consllIIlers 
to say t11at the state needs tn seek an adjustment because a few companies don't meet the new standard -
the pomt of lhe law is to change their beha;,.ior, not to sanction it It is unfortunate that in Missouri we 
do not have rules that requlfc insurance i:ompanies to provide appropriate data. Only two other states 
(Gt.<vrgia and :,..1onta."!a) have so little transparency with regard to insurance premiums nnd medical loss 
ratios. The Department of Ir.surance needs to do much more tu protect consumers and require plans to 
submit standard dota. 

We commC!ld Director Huff for votir:g with every other state insurance commissioner in unanimous 
support of the :federal regulations. We appre..iate his vote especially given the significance of medical 
loss ratio J.s an important piece of the Affordable Care Act that makes coverage more affordable and 
makes the syskm more transparent 

We strongly urge Director Huff and the Department of Insurance not to SC<! a '\Yaiver or 
adjustment of Medical Loss Ratio Rules for the State ofl\lissouri. 

Thank you for the opportunlfy to testify. 

Tim Gibbous 
Missouri Rural Crisis Center 
1108 Rangeline Street 
Columbia, MO 65201 
(573) 449-1336 
timgi bbons:'a'.:moru ratorg 
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De<ember 28,2010 

11ie Honorable .loh:r; ;,.,1. Huff 
Director 

Missouri and Centrel/Southem !!liPois 
i 3€55 Riverport Drive 

Maryiand Heights, MO 63043 

Missouri Department of lrts'.trar.ce, fina.>1.cial Institutions. 
and Pr,1fessional Registration 

Harr'J S Truman State Office DLtilding 
301 Wes1 High Street. Room S30 
Jeffer~i-,n City, MO 65i0.l 

RI: • .': fJ!ect of ll:e J!edical l.o.~f Ratio 011 the lndividual 
Health lnsunmce Market in Missouri 

UnitedHealth Group appreciates the opportuaity to provide \\ritten corcrnents on the 
t.opk of the effect of the Medical Loss Ratio (MLR) un the imli\·itlu..i.l }u,;:a!th in-mmm:e 
market in 111:;sowi 

l rnitedHealth Group employs 2,400 pe<;,.ple in Missouri, and p!"Ovides health t.:0v~:;agc tc 
nearly l million residents. Recognized a.-; America· s most innovalive health cur.: 
comrwny by Furiurte magazine. UnitedHealth Group offers a highly-diversified a:::iJ 
compr!!.hcnsive array of health and weH-heing products and services. empowers 
in-dividi,.als., expands consumer ci:cice u,-,d strengthens patient-provider relationship::, 

Through our sb, bu~inessei.--Unitedrlealth Care - Em.ployer & Individual, 
Uni.tedHcaltlicare Community & State, c:nitedHealth Care Medic.a.re & Retirement 
logcnix, Prescription Solu-::ions and OptumHealth· our 78,000 employees serve the 
health care needs of more than 75 milliof'. individuals, develop and advance new heaJtl;, 
technol.ogies and enhance financinl and operational connectivity across the can:" sy,;tem. 
Our role as a national leader in both private and public health benefi1s programs enables 
us to conrimmu,;;ly fosrer inn<wclive health solutions aimed at creating a modem health 
catc system that is more ncc·.:''<Sible. affordable and person~U.i.zed, 

The Patient Protection and Affordable C::ln: A-.,1 i:, :1 lz1rge, highiy complex piece 0f 
legislation that requir-.:s rntcnslw ilxlLT.tl rukmak[:"ig and substantial regulatory and 
pnil'::3~ changes J\,r states ruui insurance compwies. ReguJat01'5 and insure-rs ha\e: many 
questions t'lat remain unresolved ,vhich ;nake it difficult to answer all of the questions 
and wncems-tllat consumers and our jistribution partners hav<:." to-day. 



Whl!!;" ·we welcome efforts by states .smd the fi.,.dcrat guvcmmcnt to gather detailed 
infonnation about the practical application of new MlR standards t'hai become effective 
on January 1, 201 ; . we ren:ain conc-emed about unintended com;eqtA,.:11.:es a.nd potential 
disruption for co!lsumers. 

11rroo.gh Gulden Rule Insurance Company, a subsidiary ofUniredikalthcare, \ve olfo: a 
wide range of quality hcrJth insurance options to individuals and families, induding 
lower-cost high deductible pluns., health savings account<; and traditional plans.. In 
addition, \Ve offer short term :,cal th -insurance de:-tgned to bridge temporary gaps in 
health insurance coverage. Our products rover workers be::ween job,t new graduates who 
do not lrnve insurance coverage through the~r p:,t,"Cl1Ul, unJ others ,vho purchase their mvn 
ht"aJth insurance because they are retired, self-employed-or boca~is.-e their employer does 
net dfer empkiyer~5y0nso.red health im;urance. 

With ~pccific regard to the individu.ll health i:::isurance market. we a_n: concerned. that the 
cu:rn::nt MLR requirement of 80 pe:cent effective January l, 201 i c.Jukl nenre ~ignificant 
disruption in tht;" market for the reasons outlined below: 

l. Some carriers may stop selling to fn.')f customers. 

Some newer t•arrieYs may condud.::: that their s:uaH scale will not allow :hem 
cover the- costs of distribution and administration ofm::,v business. As you know, 
individual market ba&incss is priced to a lifetime loss ratio. As a practical matlt:r, 
the loss ratio pattern for oodt:nHitti;n mcdicaJ business is not level over the 
Iifetim,e of any given policy bee au~ th<.."TC arc typically lower r.1edic.:.l loss ratios 
in the early years of a policy follov.--ed by higher mdfoal lnss 1.at!(ls in late:-r years. 
At the same lime. administration and commh,::,;ion co:;ts a."I! highest in the first 
year of a new he-alth insw·ance policy. The. combination of high fir5i-ye.ar costs t;, 
under.vrite new bm:be:ss and potential cornmmcr rebate~ becuu.....e of low loss 
ratins in the early yea."'S could lead some carriers to cease nc;.v busines;:; sales, 
\v1t1iout a phase-in of the 80 percent requirement or the latitude to use a rolling 
year method to calculate los.<; ratios, '1lere may be the uninten<lcd c0nscquence of 
less ,;;:umpclition ~n the 1na.rkct. 

2. Carriers could exit the market rather than maintain a book of bttsiness at a 
loss. 

l\Jatiomvide, our average indi·ridual pre:nium rntes arc appmximately half the ;:,osl 
of -;imilar coverage in the group ma.'"ket, primarily becaus<! of indh·idmtl 
underwriting. Adminisirat.ive costs mu] cmnrrris:..iom, bnwever~ ore roughly 
equiva!ent on a per person basi::,. Therefore, a-s n percentage of premiums, 
inriividual product administrative costs are roughly t\vice as large as in the small 
group market. Conscque.'.'ltl}', .::ompUance v\ith the 80 percent los~ rntio in the 
individual market v:ill be very challenging relative to the small grl.'llfl rnarkeL 
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Phasing-in th.e :'.v!LR over time will give carrlcrs :.imc to adjus-t internal cost 
stmcu.:res to meet these new requir.crncn~s. 

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

Today, a significant proportion ofindividual health insurar::ce in the market is 
purchased by consumers with the assistfillce of a pn:i!i"'Ssional liceesed insurance 
brnk¢r. As a I\':Sult, brokers are vital tc the !>1:nomh functioning of the insurance 
1,:1arke:t. :V::any consumers teB us they would :10t consider buying a compkx 
prnduct like health insurance ,vithout the help of an insurance µrofcS,l,,ionaL 

Consumers xely upc,:i brokers, as a single point of c-• .. mtact, to: 

fl) Pre~ent them with a wide variety of carriers, plan design~ and prices; 
b) Hei.p them select ".-he be-:t plsn for tl1em and navigate fr,e enroilrnent and 

underwriting _proocss; and, 
c) Pruvide assisranoo with service needs. 

As wiluum; of new entrants to !he health Insurance market oh1.ain individual 
inst.mlllCe coverage for !hi: firs! time, the roJe of brokers will be even more 
important than it i~ today. 

Because the price for ir,idivl,:lual hellth insillMnce is :nuch lov,';::r, on average, than 
group insurance prices, and bet::ause of tht considerable llpfront investment in 
servicing new customers. broker commissiom; tend to be highi.:::,t in the first year 
nnd much 1ov.t:r in the following :,,ears of a policy. For cx81T!.plc, a typica1 
scl1edule might feature a 20 percent first-year commission and 5 percer:t trailing 
commission. 

Under an 80 percent MLR regime, l 00 percent of first-year adminisirative and 
profit allowance will he consume<l by the typical broker con1mtssion. Clearly thi:. 
structure i:- unsustflinable and wiB necessitate lower commission percentages than 
those used today. As a rc~mit, in July of this ;'e'Jr we nntified ull our brok~s that 
we may have to lmvcr commiss:inns on January 1. 2011 for all business wld after 
July 2<')10. Sub:,"'tantially lowL'f commissions will mean fewer trusted advisors in 
the market to guide consw11~"'ors 

In the ab~nce of a wbust broker distribution chunnel, consumers Vviil be forced lo 
contact each insurer, \llle< at a time. to lea."'!1 about all available op:ions. Retaining 
these advisors is critka~ for 6ose Missourians who rdy nn their S\!n·ices. By 
phasing~in medical loss rntkrn in the Intlh-ldual market~ brokers and it'lSurance 
companies vtill be able to adj us! to the new market realities over a reasonable 
period ,.,r time and prevent an abnlpt toss of services fot !\fissour:i wmumcrs, 
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4, You11ger, healthier consumers could have fewer choices. 

Absent a transition period to the new MLR requirement, we are co:1ccrned that 
there will be fowcr hcaJth insurance options available in t:le inJividual health 
insurance market for one of the largest segments: of the unin:mred population. At 
ihe lower commissions required to mt;..:t lhc m.:w MLR rules, brokers n..,ay be 
un;;ibk to offer these products to consum.crs and, therefore, leaq: young, healthier 
consumer::,: with fcw~r health inswance alternatives. 

In condU!.'!ion, we believe that impfomenting the medical Toss ratio requirements outiine<l 
in lhe ru:w reform legislation without an appropriate tran~itio!l period cocid 
unintentionally de:s!abiiiz.e the Missouri individual hea:th insurance market 

We ap-p-redaw the time and atlentinn you have given to this issue and thank you for the: 
opportwrity lo submit comments for your consideration. Should you have any que:tlions 
nbout our position:.. or need adJifomal infnrm::rtlon, please feel free to call me or Jarrod 
Forbes_, Vice President of Government Affairs at 314-592-7 l06. 

Sincerely, 

Steve C. \Valli 
Chief t:xeeutivc Officer 
Lnitedlienlthcare - Missouri a.'1d Central/Southern Tllinois 
13655 Riverport Drive 
Mciryland Heights, :\10 63U4:i 
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EXHIBIT 

Testimony for the Mo, Dept of Insurance 
f4fr 

12-28-'10 . 

Missouri stands out for what it isn't doing.The State dropped another notch in health rankings -this 
year while some other states improved their showings,accordlng to a report by the United Health 
Foundation.the American PubliC Health Association and Partnership for Prevention.The study now 
says Missouri ranks 39th. Last year it was 38th per cent The listing reflects health 
behaviors.public and ptivete heallh policies and community and environmental conditions. 

Med1car-e has 3 % administration costs.A lot of us in medical cara wanted single payer,medicare 
for all, or another govemmen run health care program for the recent-Health Care Bill,.Congress 
wanted me new hestth care bllt to use prlvate health 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 - -~~ f~-.:_-cf'- A,!\ () 
520 S. Brentwood Blvd. 1A 
Clayton.Mo. 63105-2553 
314-727-7374 

Biography: 

I graduated from Missouri University Medical School In Columbia, Mo. in 1961. I did an Jntemship 
at Jewish Hosp from 1961-1962. My residency was In adult psychiat,y at St Louis University 
Medical School.My child psychiat,y lraining was at Washington Univefsi!y Child Guidance Clinic.I 
worked for the St Louis Pubiie Health Dept,, the John Cochran VA Hosp and for35 years for the 
St Louis Labor Health 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 Missoari 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 
Professor Sidney D. Watson 

Center for Health Law Studies 
Saint Louis University School of Law 

December 28, 2010 

My name is Sidney Watson I am professoroflawin 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. I 
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 IIIIS grant the state an adjusL'tlent 
to the new minimum 80% medical Joss ratio (MLR) for all insurers in the state's 
individual heaith insurance market1 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 co:uments to the interim 
final regulations note that both the ::.lational Association uf Insurance 
Commissioners and HHS recognize that the new MLR standard "may enhance the 
value of plans for consumers and improve carrier accountability for spending and 
pricing decision/' hut improper application "could threaten the solvency of insurers 
or signific.1ntly 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 submh 
with its request, the criteria the Secretary may consider in assessing the application, 
and the process for public involvement in an adjustment request ·rhe notice of 
today's hearing ouUined the six criteria the Secretary may consider in making a 
determination ·v.rhether there is a reasonable likelihood of market destabilization, 
factors such as the number of insurers likely to exit the market and the number of 
enrollees. likely to be impacted if insurers leave the markeL 

INFORMATION NEEDED TO SUPPORT A REQUE;-r 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 IIHS. This information is designed to help HHS, ,he Deparbnent, the 
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public and the insurance industry understand the likely impact of the new MLR 
requirements on the individual market in Missouri, plan solvency and market 
competition. 

Spedfically, 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 fo11ow information for each insurer in the individual market: (1) 
the number of enrolled enrollees, (2) individual premium data hy product, and (3) 
the insurer's market share. See, 45 C.F.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 earned premium in the individual market; [2) MLR reported 
pursuant to state Jaw; (3) estimated Affordable Care Act MLR as determined using 
definitions set forth in the interim final regulations; ( 4) tot.al brokers' commissions; 
(5) estimated rebates using defir.itions 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 amt 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 fol' 
Accident and Health Jndividua\ 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, th.e 
information that must accompany a request for adjustment. The DOl report 
provides no information about net underwriting profits, after~tax p:-ofits, profit 
margin, risk-based capital level or brokers' con:missiuns. It is not dear 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 irr.portantly, the Affordable Care Act deffoitions for computing YlLRs 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 :ieeds to gather the all data required by 
the interim final regulatio;1s a:-id calculate ACA MLR cakulations using the 
definitions in the interim final rules. 

This information net!ds to be made publicly available before the Department decides 
whether to request an adjustment. The public and the insurance industzy deserve 
the opportunity to comment on the data that must justify an adjustment request 
before the department makes the deciston whether to makt! such a request. 
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ESTIMATES BASED UPON AVAJLABLE DATA ABOUT THE IMPACT OF ACA MLR 
RULES ON l,IJSSOURl'S lND!VIDUAL MARKl:'1' 

ACA's medlcal 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 serv:ces for 
enrollees (2) "activities that improve health care quality" and (3) all other non­
claims costs, excluding federal and state taxes and licensing or regulatory fees. AC1\ 
Section 2718. Beginning with 2011, insurers in the individual and small group 
market must spend at least 80% and ima,;.rers in the large group market at kast 85% 
of their premium revenues, excluding federal and state taxes and licensing and 
regulatory fees, on health care and quality improvement activities. Insurers that fail 
to meet these medical loss: ratios will have to rebate the difference to their enrollees. 
States can require higher minimum MLR percen::ages, and HIIS can also adjust state 
MLR requiremeats downward where necessary to prevent destabHization of the 
individual market. 

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

It is a1so 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 highiy 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 rreating very small insurers 
Vv'lth 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 "credihiHty" 
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. SmalJer insurers 
with large deductibles may receive an addltlonaJ adjustment of up to 6.1 percent on 
top of the 8.3 percent, recogaizing that higher deductible plans are more volatile. 
New entrants into insurance markets a!"e also gtve-n a break, allowing them a full 
year's experience before they must either meet MLR targets or pay rebates, See. 
MLR lr.terim Final Rules, 75 Fed. Reg. 74864, at 74886-74887. 

The purpose of the ACA MLR rule is to drive insurance efficiency :mt to produce 
rebates, The costs analysis of the rule suggests that once foe adjustments allowed 
by the rule are a;,plied-excluding taxes f:-om the denominator1 adding quality 
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improvement expenses to the numerator, and making credibility adjustmer.ts­
most insurers will make the target. HHS estimates that for 2011 the average MLR in 
the individual market will be 86.5%1 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 Jaw is to drive efficient')', 
greater transparency in administrative costs, and greater attcntlon to quality 
improvement If insurers raise premiums ur.reasonably in relation to their costs, 
they may ·well owe a rebate. The hope is that premlums ,viH moderate. 

Natiomvide, a few very large insurers cover most Americans and the MLH rules arc 
designed to primarily impact these insurers, III[S e.scimates that nationwide only 2 
percent of insurers will be fully credible-large enough to have to fully comply with 
the new ML.R mies 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 J percent 
of enrollees. MLR Interim Final Rules, 75 Fed. Reg. 74864, at 74903. 

The ro)c of larger insurers holds true in Missouri. 1\ccording to the Department of 
Insurance 2009 Supplemental Data Report for Accident and Health Individual 
Comprehensive Medical Expensc1 only one insurer in the Missouri lndividual market 
covered more than 75,000 enroHees 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 JS a fully owned subsidiary of Wellpoint, one of 
the country's largest and most profitable health insurers. 

Thirteen other Missouri insu'rcrs cover betvveen 1,000 and 43,539 ;:,eople ar.d will 
be partialJy 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*crediblc. 

Seven of the thirteen smaller insurers that caver 48% of Missourians in the 
individual market reportMLRs for 2009 that should allow them to meet the ne:w 
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} 
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 .:'<1LR compliance risk in the Missouri individual market is Hea1t.1y 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 
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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 o/o. With 78,573 insureds, Healthy Alliance ls too large to claim any credibility 
adjustments. 

There is no data publicly available by which to judge why Healthy Alliance has si:ch 
a low MLR. \vhether 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 co;npanies, 

However, the process that IIIIS 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 av..d quality. Figures on Healthy Alliance's net underwriting profit, after-tax 
profit, profit margin, risk-ba:.ed capital level, and brokers' commissions are needed 
to understand hetter why the state's largest individual health insurer seems to 
provide low value coverage. The Department should get the information this 
information, caJculate MLR using the new definitions, and make that information 
avaHab]e to the public: prior to making a determinatiotl whether to request that the­
an adJustme:1t from the Secretary of HHS. 

1 Setton 2718 of the Affordable Care Act, interim final rule issued December 1, 
2010, 75 Federal Register 7 4864, et seq., to be codified at 45 C.F.R Part 158, 
2 Blue Cross and Blue Shield of Kansas City, the state second largest insurer in the 
individual market, reported a MLRofB0.56%. 
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Testimony provided to the Department of Insurance, Financial Institutions, and 
Professional Registration 

Re: Adjustment to l\iedical Loss Ratios in 1\Iissouri 

December 28, 2()10 

My name :~ Rut11 Ehresman. I am the Direc~or of Health r..:i<l Budget Po]cy for the Missouri Budget 
Project. TI,a11K you for the opportunity to speak this morning. The M:SSOuri Budget Prcjec:t, a public 
interest orga11ization whose m:is':iion is to advance public po:icy that crrates economic opportunity for 
Missourians, particularly low and modenue income Mlssouriar..s through independent research. analysis 
and advocacy. We belkvc that access ::o affordable health care is essential to the economic well being of 
1':lissourian!;, a:-1 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. fhe 
portion of worker oontnl,ution to the cost of heahh bsurance has increased by 147 percent.: 'f'he la!ger 
gro'w1h. in worker contibution is a notable change from the steady sha.rc worker,; have paid over the past 
decade.2 

One o:' the goals of the Affo:-dable Care Act is to strengthen protection for consumc:s and to a.ssi.::re a 
goot value for their health care dollac Estab'.ishing a minirr.um Medical Losfi Ratio ls one way to 
accomplish this. It is also a way to bend the curve of health care costs by assuring that profits for 
insurance company are reasonable. ' 

1 Employer Health Benefits Survey. 2010, th~ Kaiser Family Foundation and Health Research 
and Educational Trust 

~ lb!d at L 

1 HHS Issues MLR Rules. Mlssou:-l Hospital Assodation issue B~ef. November 29, 2010. 
Accessed at www,mhgoet.com, Decernber 23, 2010 



Greater transparency would be good for :Missouri consumers 
• Mis:.ouri currently has no requircmnls for a minmUr.1 Me-dical Loss Ruiio. Thirty-four states, 

including 6 of :Missouri's ne'.ghoring states (Illinois and Nebraska are the exceptions) bave 
established minimum Medical Loss Ratios or other reporting requirements.4 Vv'hile these vary 
widely, based on competition and definitions of what constitutes ''medical care", t:'..ey du provide 
wmc consumer protection. By standadizing tbe definition of MLR, the ACA aml HHS 
regulations will improve consumer protcc!iun 

• Miss~uri, along with Georgia and Monta::a do not require he.alth insurance c.otnpanies to lo even 
file ratt: i~creases with the sta:e 

• A vaifable information about \fedicat Loss Ratios on the Dt-1}arltaent of Insmance website is not 
readily understandilile to the general public. Although numerous reports can be generated on the 
D~µartrncr:t'& web site, it is difficult to interpret the data. Cor:st:.n:ers can. only be smart shoppers 
if they have the data they need to make inform;::ti decisions 

The HHS guidelines were developM in a thoughtful, balanced, bi-pa:rti.Nan manner and should not 
be ca~ily dismissed or modified 

• The HHS guidelines follow modd recommendations developed by the National Association 0f 
Im>:Jrance Commisisoners . 

• There are guiddim.:s that give direction for the inclusion of expa:ided activities :hat i:nprow 
health can: quality in calculating: the 1VfLR$ (e.g. disease ma.1.~ement, wellness ir:itiativcs. 24 
hour hotlines nad health information technology) 

• There are spe:::l.al rules to address mini~med policies, :-mall plans, pia..;.s offered through 
assodation:s or lruSts1 expatriate plans, and new plans to a<:sure d1ese are treated fair;y 

Achieving the required Medical Loss Ratios appears to he a rea<!hable goal 
Data from !he Department of Insurance wesbsile regatrding "IncivldUal Comprohcnslve Medical 
Expenses" ~how that 3 of the 5 companies will foe higher ::uarket share report a l\{LR of near or above 80 
percent These 5 represent almost 86 p0rcent of the market share. 

(be wocid expect that with Lhe ACA d:anges that prohibit insurers from denying coverage or refusing to 
pay dW.s for anyone with pre-existing conditions, in:-urc:s. should progresslvely spend ks:,. on unde1M 
writing and administration of refusals to pay, thus raising their MLR. The inclusion of ,u.:~ivities that 
improve health care in the A1LR should t1hro provide a boost. 

Im;m.w!!:lg claims accuracy o.Y...Jd min~mize administrative costs. Datll from a :eport tiy W. Scull Bailey 
judicate that as many as one of eYery 5 heah.h insurance cl.aims is processed and paid inaccurately. 
L"Ylprovlng accumcy by every 1 percent would yidd $778 million per year in savings to itJSa:-as1ce 
companies.( 
--·---- ·---
4 Heah:h Policy Brief, t,;:,vember 12, 2010. Heallh Affairs/RoOert Woods Jolmsnn fourdJtion. Accessed at 
'!f!Yw.heaith,f~~ on December 23, 1010 

5 A July 20:CO !ssuee b,iaf by Changes in Health Care Finant.ng aPd Organization, part o"the Roberl woods Johnsen 
Founda!:lori, e;,,limates t"lat ch.snges in the rnlc .. Jallon of MLR ln the .ACA mule ooost some i~surers MLR ty as moc.n 
as S pen:enr 

6 w. Scott Ba'ley, "Doctors say insurers c;1r trim billions ·n health :,:;re costs," Sa:-. Antonb Business Jou-nal a,;d 
Bus.ncss Coutier of 
Cincinnati, June 25, 2010, Accessed at. 
'rtt.p:Jf,,vww .bizjou,nals. rnm/,.;ncirinati/othercitieslsana r"Jtorno/storles/? Cl 0/06!28/story 7 .html?b 
"'1277697600" 3553221&5=ind.;stry&i =insurance December 27, 2Dl0 



The decision to ask for an adjustment to the MLR !!hould be based on hard data that ~hows harm to 
consumers 
The Mi:Ssouri Budget Prujcel urges the De_par' ,m¢nt 10 press for clear answers about: 

• Why an insurer is U!'.able to comply with the new law 
• The ;iattern of the profits posted by insurance companies who seek an adjustment 
• The impact of the loss of poorly perfoming insurance comp:rnii.:s on coruun1cnla particular 

market 
• The specific impact on brokers (how many) 
• The Jmpact on insurance companies who ah-eady meet the :n'ini::mm MLR 
• The financial los1 to consumers who do not get the rebate citizez:s of other state will receive 

If tl.:e Department seeks to request an adjustment of the !v!LR, we urge lt to post tha: request publicly and 
provide a period of comment and/or a hearing to allow ro:::i.sum<.::rs t{! provide testimony that will be- sent 
to HHS along with the Department's requl'.st We also request the Department to make public a list of 
insurance companies who have provided hard docume.:tation that they will leave the market as a result of 
lhc ~{LR :-cquirement. 

Thank you for your considerati-on of our position. 

Submiued -"JY 
Ruth R. Er.resman, Director of Health and Budget Policy 
Missouri Budget Project 
J-435 Washington Av::nw.:, St. Louis, 1v10 63103 
> 14.652.14()0 
www mobu<lgetorg 
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1 .. , UnitedHealthcare' ,·~ 

Dec-ember 28. 20 l 0 

The Honorable John M. Huff 
Director 

Missouri and Central/Southern Illinois 
13655 Riverport Dnve 

Maryland Heights. MO 63043 

Missouri Departmem of Insurance. Financial Jns1irurions. 
and Professional Registration 

Harry S Truman State Office Building 
301 \Vest High Street, Room 530 
Jefferson City, MO 65101 

RE: Effect of tli.e Medical Loss Ratio on the !ndividual 
Hen/th Insurance Market in lY!issouri 

Dear Director Hu.ff: 

CnitedHealth Group appreciates the opportuni ty to provide \\Titten comments on the 
lopic of tJ1e effect of the Medical Loss Ratio (f\1LR) on the indi vidual health insurance 
market in \1.i~sotui. 

CnitedHeahh Group employs 2,400 people in i\·fissouri. and provides health coverage to 
nearly I million residents. Recognized as A.roerica' s mosl innovative health ca.re 
company by Fortune magazine, UnitedHealth Gro:ip offers a highly-diversific.d and 
cornprchensiYe ruTay of health and well-being products a:1d services. empowers 
individuals. expands consumer choice and srrengthens patient-provider relatiooships. 

Through our six businesses-United.Health Care - Employer & ladividuaJ, 
v n.i ted Healthcare - Communi ty & State. UnitedHealth Care - Yiedicare & Retire:.1ent, 
fngenix, Prescription Solutions and OptumHealtb-our 78.000 employees serve the 
health care needs of more than 75 million indi viduals. develop and advance new health 
technologies a.nd enhance financial and operational connectivity across tbe care system. 

Our role as a national leader in both private and public bealth benefi ts programs enables 
us to continuously foster innovative healih solutions aimed al creating a modern health 
care system that is more accessible, affordable and personaLized. 

The Patient Protection and Affo rdable Care Act is a large, higbly complex piece of 
lcgjslatioo tba1 requires extensi ve federal rulemaking .:.nd substantial n:gulatory and 
process changes for states and insurance ccmpanies. Regulators and insurers have many 
questions that remain unresolved which make il difficult to answer all of the questions 
and concerns that consumers and our distribution partners have today. 



'w'hile we wdcome effons by states and the federal go\ ernmem Lo gather detailed 
infonnation about the practical application L'f ne\., MLR standards that become effective 
on January l. 201 1. we remain concerned about unintended consequences and potemiaJ 
disruption for consumers. 

Through Golden Rule Insurance Com pan~, a subsidiary of UnitedHealthcare, ~ e offer a 
\\ide range of quality health insurance options to indi\·idua!s and families, includwg 
lower-cost high deductible plans, heaJLb savings accowns and rradllional plans. ln 
addition. we offer short term health insurance designed to bridge temporary gaps in 
heal th insurance coverage. Our products cover workers between jobs. ne,\ graduates who 
do not have insurance coverage through their parents. and others who purchase the, 0 \\11 

health insurance because they are retired , self-employed or becam;e their employer Joes 
not offer employer-sponsored health insurance. 

Wim specific :"egard to the individual heall.b insu.-ance market. "e arc co:1cemed lhar i.he 
urrent l\tLR requirement of 80 percc.ot effecti, e Januar) I , 2011 could create s1gruficant 

disruption in the market for the reasons outlined below: 

I. Some carriers m;.i) <,{Op ~1:lliog to new custoo1ln. 

Some newer caniers may com:lu1.k that their small s ale \>. ill not allo~ tbe:-r. 
cover the cost~ of ctis1ribmion and admirustration of new business. As you know, 
indj, idual market business is priced to a lifetime loss ratio. As a prac tical rraner. 
the loss ratio pattern for undemnnen medical bustness is n01 le\!el over the 
lifeti:ne of any given policy because therl:! are typically lower medical loss ratios 
in the early years of a policy foUowed by higher medical loss rauos in later years, 
Al the same time, administration and commission cos:s are highest in the firn 
~car of a ne,\ health insurance policy. The combination of bigb first-year osts to 
underwrite new business and potential cunsumer rebates because of lo"' los~ 
ratios in the earl) years could lead some carriers iO cease new business sales. 
Without a phase-in of the 80 percent requirement or the latitude LO use a rolling 
:,,ear method to calculate loss ratios, there ma1 be the u:iintended conscque:1.;e of 
less competition in the market. 

2. Carriers co uld exit the market rather tbao maintain a book ofbusi.ats~ at a 
loss. 

'.'Jationwidc. our ::rYc.ragc individual premium rates nrc approximately haJf 1.he cosi 
of similar coverage in the group market. primari ly because of inclividual 
undcrwri~ing. Adtr.iristrath c costs and commissions, howe, er. are roughly 
equivalent on a per person ba.s)s. Therefore. as a p:!!"Centage of premiums, 
mdividual product adminjs1.rarh·e costs are roughly rwice as large as U1 the small 
group market. Consequently, compliance with the 80 percent Joss ratjo in the 
indh idual market '-\ill be very challenging relative to the small group markc::L 
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Phasing-in the MLR over time will gh e carriers time to adj ust internal cost 
structures 10 meet these new requirements. 

3. Customers could lose importao t resources for information if brokers are 
forced out of the marketplace. 

Today. a significant proportion of individual health insurance in the market is 
purchased by consumers with the assistance of a professional Licensed insurance 
broker. As a result, brokers are "itaJ to the smooth fimctioning of the insurance 
market. tv1any consumers tell us they would not consjder buying a complex 
product like health insurance \.\ithout the help of an insurance professional. 

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

a) Preseot them \vith a ,vide variety of carriers, plan designs: and prices; 
b) Help them select the best plan for them and navigate the enrollment and 

undef\, Ti ting_ process; and, 
c) Provide assistance with service needs. 

As millions of new entrants to the health insurance mari-:et obtain individual 
insurance coverage fo r the fi.rs1 time, the role of brokers will be even more 
important than it is today. 

Because Lhe price for individual health insurance is much lower, on average·. than 
group insurance prices, and because of l11e considerable upfront investment in 
servicing new customers, broker U)mmissions rend to be highest in the fi rst year 
and much lower in the following years of a policy. For ex.ample. a (ypicaJ 
schedule migbr feature a 20 percent first-year commission and 5 percent !Tailing 
commission. 

Under an 80 percent MLR regime. l 00 percent of ft.rst-year administrative and 
p:-c fi t allowance ,,ill be consumed by the typical broker commission. Clearly this 
structure is uas-ustainable and wi, I necessitate lower commission perce.ntages than 
iliose used today. As a result, in Ju ly of this year we noci.fied all our brokers tbal 
we may have to lower commissions on January l, ~O I I for aU business sold after 
July 2010. Substantially lower conunissions will mean fewer tn1sted advisors in 
lhe marke t to guide consumers. 

ln the absence of a robust broker distribution channel, consumers will be fo rced to 
contact each insmer. one at a time. t0 learn about al l available options. Retaining 
these advisors is cri tical for those Missow-ians who rely on thei r services. By 
phasing-in medical loss ratios in the in di vidual market, brokers and insurance 
companies wiJI be able 10 adjust to the new market re.:il ities over a reasonable 
penod of time and prevent an abrupt loss of services fo r M..issouri constu.1Jers. 
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4. Younger, healthier consumers could have fewer choices. 

Ab~ent a transition period to the new l\•fLR requirem~JJC, we are concerned that 
there will be fewer health insurance opt ions available in the individual heal:h 
insurance marker for one of the largest segments of the uninsured populati on. Al 
the lower commissions required to meet the new MLR mies, brokers may be 
w1able to offer these products to consumers and, therefore, leave young, healthier 
consumers with fewer bealth insurance alternatives. 

ln cooclusio°' we believe that implementing the medical loss ratio requirements outlined 
in the new reform legislation without an appropriate L--ansition perioci could 
unintentional ly destabilize the Missouri individuaJ health insurance market. 

We appreciate t::1e time and aneorion you have gi \ en to this issue and thank you for the 
opportunity to submit comments fo r your consideration. Sbould you have any que. tions 
about o ur positions, or need additional inforrnation, please feel free to call me or Jarrod 
Forbes, Vice President of Government Affai rs at 314-592-71 06. 

Sincerely, 

Steve C. Wall i 
Cbief Executi ve O fficer 
Unik.dHealthcare - Missouri and Central/Southern ILlinois 
13655 Riverpor1 Drive 
Maryland Heights. MO 63043 
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STATE OF Missouri ) 
) ss 

COUNTY OF ;St . lQl I IS ) 

AFFIDAVIT 

Before me, the undersigned authority, pAN:ionally 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 herein stated. 

Attached hereto are comments pursuant to the Missouri Department of Insurance, 

Financial Institutions & Professional Registration'$ (the ~Department") Request for Comment on 

MLR Waiver received by UnitedHealth Group on December 17, 2010. These comments are on 

behalf of UnitedHealth Group and its affiliate company, Golden Rule Insurance Company that 

markets an individual product in the State of Missouri. The comments attached hereto are the 

original or exact duplicates of the original. 

IN WITNESS WHEREOF, I have hereunto subscribed my name and affixed my official 
seal this 3rd day of January, 2011. 

My Commission Expires: 

5-12, a,DI I 
·NOTARY SEALw 

Cynthia l. Dalpiaz, Notary Publlc 
SI. Louis County, State of Mlssourl 
My Comminlon Expires 6/12/2011 

Commlss!On Number 07389126 



December 28, 20LO 
Department of Insurance, Financia l Institutions, and Profes~ ional Registration 

Testimony on the Application of Medical Loss Ratios ia Missouri 

Health care consumers m Missouri urge you to full; implement the federal medical loss ratio. If 
the state seeks a federal adjustment to the medical loss ratio, then hea lth conswners in our state 
lose an important premium protectjon. And. they will be forced to forfe it rebates that are o,.ved 
to them under federal La\\. 

The medical loss ratio provision of the Affordable Care Act (ACA) is intended to ensure people 
ge1 good value for their health care dollar. for the ftrst time, employers and individuals 
purchasing insurance \vill have assurance premiums they pay for are actually appl ied for health 
care costs and keep waste or excess in the premium minimized and transparent. Jnsurers that 
don 't spend at least 80 percent of the individual or small-group market premium on medical 
expenses (8.5 percent for large groups) will owe rt:bates to the plan 's enrollees. 

Under the federal la" , stares may seek an ··adjusunent"' to lhe medical loss rat io for insurers in 
th~ individual group market if the state project that application of the medical Joss r:-i tio v.~11 
destabilize the market. This adjustment would reduce the percentage of premiums that must bt 
spent on rne<lical care and allow more money 10 be spent on administrative expenses. 

Missouri consumers and small businesses absorbed sbo.:king premiwn rate increases over the 
past years. The cost for health insurance gre,, 83 percent between 2000 and 2009. Median 
earnings in the state grew onl:· 23 percent. One in five ;\1issouri fanners reported health care 
costs contribute to their financial problems. The transparency of the medical Joss rauo means for 
the fi rst time we wiU know where all of our premium payments are going. 

The insurance industry has made it difficu lt to sore out insurance policy pricing. Insurance 
information is not easi ly accessible for yfissourians. Currenlly. ;\1jssouri does not e, en require 
health insurers to file their rate increases v,:ith 1he state. Only two other states ha, e so diminutive 
transparency (Georgia and Montana). The state recently received a $1 million grant to improve 
the information available to consumers about insurance rates. The grant can be used 10 expose 
and publicize insurer product pricing. The state must realize the application of a medical Joss 
ratio as another importanl tool ensuring a fair deal for consumers. 

Some insurers in ~:1issouri have claimed that being requtred to spend 80 cents of ever:, premium 
dollar on medical care and quality improvement would "force·· them to stop selling insurance in 
the indi"iduaJ market. We believe that is nonsense. 

Access to health insurance is one of our top priorities. It"s important to preserve cho~ce. 
including choice of insurers fo r rural folks. Se,·~ral insurers are close to meeting the spending 
target. Other insurers would need to lower their administrat ive expenses or, rebate consumers the 
difference. Healthy Alliance bolds the largest share of the ind1\'idual market. The company 
spends onl, 70 percent of premiums on care. \\'here does the rest of the money go? _\s a 
subsjdiary of the large for-profit company Wellpoint, what portion of premiums from Healthy 



Alliance went toward the company 's 91 percent profit increase or their CEO's 51 percent pay 
increase io 2009? The medical loss ratio helps Missourians understand whether the premiums 
pay for doctors and hospitals or pay for corporate jets and CEO perks. 

Insurance providers must be able to answer basic questions. \Vhy is the new law so difficult 10 

comply v.~th? \Vhy are administrative health plan costs so high? If Colorado and Kansas can 
comply ,,vi th me.dical loss ratios, then why can't Missouri? \Vbat amount of rebate dollars are at 
risk to lose for plan holders if this provision is not implemented? And, shouldn't the health plan 
providers in the state that already meet the new standards be rewarded instead of lening lower­
value plans get a free pass? 

Also, wha1 is !he state's assessment of which insurers \vill or \\i ll not meet the MLR 
requirements? 11Je federal formula for calculating the medical loss ratio makes reasonable 
accommodations for new or smaller plans. Missouri ' s smaller insurer plans would be more 
competitive. lt's essential to disclose wh.ich i.nsurers fal l into the gap. The state of l"vlissouri 
must improve access to health coverage. We should not allow insurers to continue to threaten lO 

leave families wlinsured or deny them choices. 

ll1e cost of health insurance is high. Missouri families tighten their belts to afford health 
coverage and pay premimns. lnsurance companies must cut the waste., be more efficient, and 
give consumers a fair deal. On behalf of GRO - Grass Roots Organizing and !vfissouri heal th care 
patrons, and groups signed below> we urge you not to request an adjustment to the medical loss 
ratio for our state . 

Respectfully Submiued By, 

Robin Acree 
Executive Director 
GRO - Grass Roots Orgar_:zi.ng 
& :'vtissouri Fix Our Healthcare Coalition 
304 E. Breckenridge Street 
Mexico, :tvhssouri 65265 

5 73 .581.9595 
robin,'a)gromo.org 

Julie Terbrock 
Heal&. P~-ilicy Director 
M i~souri Progressive Vote Coalit.ion 
5585 Pershing A,.::; .. rue, Suite 120 
St Louis, Missouri 63112 

314.53 1.2288 
j ·.1lie(a),missouriprovote. o~Q 

Jeff Ordower 
Executive Director 
Missourians Organiz:ing for Refonn and 
Empov.1ennent 
438 North Ski.n.ker Boulevard 
St Louis, Missouri 63130 

314 .862.2249 
jeffia>..orn:anizemo.org 



Mr. :ci::i Huff, Directo:-
\lissoun Department o('.:1s:1r.=mc;;;, Financial lns1itut1ons, a:1.: :>,ofess:ona: R~·ii<:::tion 
301 West H:,.:h St.> Room 630 
P.O. B,1x - : 6 
Jefferson City, Mo 65 l 0~ 

RE; 0r~·:-sing pursuit c·~m ac:!j::~:-:-:-ient to the MLR for the State .-f\~:-,,~-.::: 

Dear Mr. Huff: 

I write on behalf of over 600 Sisters of St. Joseph of Carondelet and Associates in the St. Louis Province. 

We have been in healthcare ministry for over a century! We are also active members of Missouri Healtb 
Care for All, a grassroots, non-partisan movement of faith and commun ity leaders commirted t:::> securing 
quality. affordable health care for all Missourians. We join with a coalition of 120 organ izations who 
have endorsed Principles for a just health care syS1ern, and more than 7300 grassroots member&. 

We bel ieve it's a good thing to have this publ ic 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 tvfissouri families and consumers as fundamental to realizing the benefits of the new law. 

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:VHssouri. 

Missouri govemment and citizens have a moral obligation to make: sure that every person and fami ly in 
our state has access to ihe rich health care resOLtrc.es Missouri enjoys. We understand there is a long way 
to go until eveljrone has health care they can afford that is available to them in their home community, no 
matter where they live or how much money they make. Still, we are committed to that vision and to 
holding Missouri officials and compan ies that conduct business in Missouri ac.countab le to rJ,at vision. 

lnvesting in health care for all is both critically important for the well-being of all Mjssourians and a 
sou11d economic investment. Based on faith and ethic31 values, we affirm that all persons should have the 
opportunity for healthcare and healing. Missouri should not seek an adjustrneot or waiver of the 
Medic.a) Loss Ratio Standards for Insurance Carriers. 

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

J\1.issouri 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 effe-ctive pressure 
on insurance companies-to do bener, to decrease administrative costs and to deliver more value to 
Missouri consumers. lt is one of the fe \\' cost containment provisions of th e Affordable Care i\ct that wil I 
impact many insured fami lies. 



The Medical Loss Ra tio rule is sound public policy. 
Assuring that a reasonable percentage of our health insurance premiums benefit consumers and fami lies is 
good public policy. We are concerned about compromising the consumer protections Yi tai for Missouri 
families in order to benefit the health insurance ind ustry. The top five for-profit health insurers alone 
recorded $12.2 biJlioo io profits ia 2009. This is v.'Tong1 You know that without the minimum medical­
loss ratios, which still are well below tbe average i\.1LRs achieved in the 1990s, health plans would 
continue to spend excessively on profits, disproponionate CEO pay packages, lobbying and 
administrative activities designed that cominue to hann consumers. The MLR restores needed 
balance. 

Missouri consumers need increased transparency to assure val.ue of our premium dollars. 
In Missouri we do not have sufficient data readily available to consumers to e,,aluate the effect on the 

markerplace. Georgia and Montana and Missouri are the only 3 states that have so little rransparency with 
regard to insurance premiums and their medical loss ratios. fc will be critically important for the 
Department of Insurance to improve information available to consumers about rate increases and med ical 
loss ratio now that the State and federal govern ment have greater capacity to protect consumer interests. 
Data a, ailable is from the insurance companies who will profit themselves - tJ1is doesn't make sense! 

The cost of insurance grew by a srartling 83% ~etween 2000 and 2009 for ?,1issouri Consumers. The 

rransparency of the medical loss ratio means tJ1at for the first time, Missouri consumers can actually learn 
and understand what insurance companies are doing with our premium dol lars, and to shop wisely with 
that knO\\•ledge. 

For Missouri consumers the medical loss ratio provisions are a significant opporrunity and ;:,..n important 
piece of the Affordable Care Act that makes coverage more affordable and makes tJ1e system more 
rransparent The new Yledical Loss Ratio rules wi ll insure that consumers get good value for their 
premiums. In addition, granting a waiver would deny Missourians their rebates from companies that 
fa iled to meet the MLR standard. 

The .MLR rule is sound public policy. lf Missouri experiences adverse consequences due to the MLR, the 
solution is to mod ify state laws to protect consumers. Many tools are available including rate review, 
more stringent requirements on carriers who v. ish to sell policies in Missouri, and stronger consumer 
protections.We strongly urge Director Huff a.od the Department of Insurance no1 to request a waiver 

lowering the l\'ledical Loss Ratio standards for the St.ate of M.issouri. 

The favor of your prompt response would be appreciated. 

Diana Oleskevich CSJA 
Jimice Coordinatar 
Si seers of St. Joseph of Carondelet 
6400 Minnesota Ave 

St. Louis, MO 63 111 
justicei@csjsl.org 



Kempker, Mary 

From: 
Sent: 
To: 
Subject: 

Dear Ms. Kempker. 

mark w1l1se@arnericanenterprise.com 
Wednesday December 29, 2010 10·49 AM 
Kempker, Mary 
MLR COMMENTS - American Republic Insurance Company 

. 
We appreciate the opportuniry to submit comments related to the MLR requirements for American Republic 
Insurance Company, as the implementation of the ~[LR regulations ha,·e the potential to significantly disrupt 
our individual major medical business. American Republic [nsurnnce 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 l\ lLR waiver. carriers may choose lo tenninate lheir existing blocks of business and leave 
the market) in an effort to a\'oid fumre losses and potential solvency concerns. ·nus may lea, e many customers 
in Missouri v.ithout coverage and very personally disrupted if they are unable to find new 
coverage due to a health condilion (before the consumer prOiect.i ons are in place in 2014 and due to ineligibiliry 
for the new high risk pools dunog the first six months after cessation of coverage). 

For individual major medical policies chat are individually unden,Til1en, Y!LR's are much lo\l;er in t11e eariy 
years after a policr is issued and increase o, er time as underwriting "wears off" and more health problems 
develop. Continuing to issue significant amounts of nev. ly underv.'Titten policies O\·er the next few years v.ill 
only make it more difficult for us to achieve an 80 percent annual MLR across our block of indi"idual medical 
business. This could serve as an incentive for us and other carriers who remain in the indh ·idual market to 
minimize their marketing acti\ iry prior to ~O 14, creating a potential lack of product availabi l:ty for Missouri 
consumers over the ne;,,:t few years. 

As a result of these issues, we respectfully ask that Missouri strong I) consider requesting a waiver of the 
lndi\'idual Market MLR until 2014 to avoid disruption in the indi, iduaJ market and the negati\·e impact the 
'MLR requirement will have on Missouri residents, individual insurance earner· . and insurance agents 
and American Republic and its employees. 

L Wbetber Missouri sbould rcq ocst an adjustment to the iVU.. R for the i.adividual market in the state. 

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

] I. If so, the appropriate adjusted MLR and suggestions for the length of the trans ilional period in 
Missouri. 

American Republic Insurance Company ism favor of a full waiver of the Ml R requirement during the 
trans ition period from 2011 to 2013 . \\ bile a full waiver woulJ still require us to be prepared for t..he 2014 MLR 
requirement, it would allow us more flexibil ity in designing Lbe best transition. Note that even "'ith a full MLR 
waiver. ,.ve will still have to reduce expenses and agent compensation each year dunng the transition period as 
we approach 2014 (since business issued during the transition period from 201 1 to 2013 will be subject to an 
80% MLR in 2014), however these e.Kpense and com.mis ions 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 regulat ion \.viii not adequately 
smooth out the state-by-state loss ratio variations we see in our results. In any given year, \\e have a fev, states 
\\ith very low loss ratios, a few states '-'ith very high loss ratios, and the majority ~,th 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 ltkely end up o,,vning rebates in several states even if all states adopted a transitional M LR schedule. 

1n lieu of a ful1 mR 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 transi tion as we approach 
2014. This schedule wiU srjlJ require us to be prepared for the 2014 MLR requirement, but it would allO\V us 
more flexibility i.n dl!signing the best transition. Anything higher than t.hls transition schedule would likely 
cause significant disruption to our business model. 

III. The co nsequences to companies offering individual coverage in Missouri i.f an adj ustmeot is not 
sought. 

The r-.-11.R regulations will ha\'e a significant financial impact on our Company. \''t./e operate ,\itb very narrO\\ 
margins and the MLR requirement ""~II likely result io losses, with limited possibi lity of furure profilabiliry. Our 
Company had strong sales results in 20 l 0, resulting in a higher proportion of recent ly sold b1Hine_s \\itb lower 
loss ra1-ios. For individual major medical policies th.at are individually under.vri tten. MLR's are much lower in 
the early years after a policy is issued and increase over time as underwriting "wears off' am.l more health 
problems develop. Due to our inforc~ business being more weighted towards newer business. it will be very 
difficult for us to 1chieve an 80 percent annual MLR in 20 I l , and puts us at a disadvantage relative to 
companies that ha,,e more mature books of business and a more steady mix of older and nc,,er policies (and a 
correspondingly higher MI.,R). Continuing to issue significant amounts of ne,.\-ly undenvrinen policies O\'er the 
aext few years from 2011 to 2013 wi ll only make it more di fficult for us to achieve an 80 percent annual M.LR 
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 acti,i t) prior to 20 I 4, creating a potential lack of 
product availabi lity for Missouri constuners over the next fe\.v years. 

Applying an 80 percent MLR requirement to existing individual business that had originall) been priced under 
lower MLR expectations ,,111 most likely resul1 in losses on th.ts business, wnh little or oo ability to reco\'er 
those losses. Materially reducing the administrative (non-claims) costs associated v.ith existing business in 
order to reduce financial losses is Wllikely to be feasible. \: e have a large number of vendor .;ontracts related to 
administration and claims managemeru, 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 pol icies issued prior to the enactment of the new MLR requirements. l'vfany of our other vendor 
contraclS are "locked" in and require a few years to adjust. As a result, this wi ll put significant pressure on our 
operating expenses, as it v.'ill not be possible to reduce the contractually agreed upon compensation related to 
these contracts on a timely basis. This ""'ill expose our Company to significant financial losses. 

Additionally, it is more difficult to meet the 80% MLR in the individual market (especial ly for companies that 
focus exclusively on the individual market) due to the higher administrative expenses associated v.ith marketing 
and servicing policies at an individual leHI, coupled '-Nith the lower average premiums in the mdh iduaJ marl..et 
due to the higher average deductibles being sold in this market for affordability reasons. Further, the rebate 
mechanism wiU create a significant cost lhat cannot be offset by the margin in the business. Due to thi s 
combination, carriers may choose to terminate their existing blocks of business and lea"e the mark~l in an 
effon to avoid future losses and potential solvency concerns. This may leave many customers i.o !vLissouri 
\\ithout coverage and \'ery 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 duri.ng the first six months after cessation of coverage). We belie,·e that an ,NfLR ,vai\'er is vef) important 
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to allow for continu::d a\ ai:abi'.ity c : c0veragc O?tions ( compeiition) and for the ability of insureds to ret3in the 
coverage rhey currently have in the private market. 

We believe that an f\.1LR waiver during the transition period, rather than an abrupt shift to an 80% ~11.R, will 
allow for a smoother and less disruptive tr;;;.:-isition period as w~ approach 20 ] -t This will also allow for 
continued availabili ty of coverage options and for the ability of insureds to retain the CO\'erage they current ly 
have in the private market. In addition, a fuJJ waiver will result in a greater likelihood of us being able to 
.maintain a significant market presence throughout the 1ransition period and be in a better position to compete i.n 
the market in 2014. An 1v1lR waiver would still require us to be prepared for the 20 I 4 MLR requirement, but it 
would allow us more flexibi lity in designing the best transition. 

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

\\'.:- anticipate sigruficant disruption to our distribution partners without a lvfLR waiver and anticipate 
subs1aJiti ally lower sales volume if the wai\'er i::; not obtained. Our organization relies an an agent model terr 
distribution of our pr,)du~~:) a:1d acY:sing our customer5, and ,ve are not positioned to market directly to 
consumers at this time. Our customers work closely V.'ith their insurance agents to obtain the best possible 
co .... erage for their personal needs, and ·we believe our agc:1ts are compensated fairly for the services they 
provide. In the absence of a waiver, the compensation , e pay to our agents wiJl 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 v,,iLJ cause significant disruption 
to our customers who rely on their expertise. ~ ote that v.1th an MLR waiver, we wiU still have to reduce agent 
compeosation each year during the transition period as we approach 20 l 4 (since business issued during the 
transition period from 20 11 to 2013 'Nould be subject to an 80% lvfLR in 201 4 ), however the compensation 
reduction would be much less drastic, allowing for a smoother, more order]y transit.ion. 

V. Ao~· other matter bearing oa tbe si.x criteria HHS bas 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 antic ipate significant disruption to our distribtnion partners without a :\1LR waiver and anticipate 
substantially lower sales volume if the waiver is not obtained. Our organization rel ies on an agent model 
for distribution of our products and advising our customers, and we are not positioned to market directly 
to coaswners at rh.is time. AJso, \l.-ithou1 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 di fficult 
for us to achieve an 80% annual MLR across our block of individual medical business. Th.is could serve 
as an incentive for us and other carriers who remain in the individual market to mi.t'1..imize their 
marketing activity prior to 2014. creating a potential lack of product availability in the individual market 
over the neXl few years and reducing conswi,er chojce in Missouri. 

ii. Ex.iting the lndh·idual Market: We are continuing to evaluate the fuiancial viability of our major 
medical line of business in light of Health Care Reform and the MLR regulation to ensure that we 
discharge our fiduciary duty to our Policyholders. Lack of an MLR waiver will sigruticantiy impact our 
decisions regarding new business and the likelihood that our distributions v.iill remain viable. Limited 
selling activities by us and other similarly positioned carriers \vii.I create Jess choice and competition in 
Missouri . In addition, the lack of new business within the block will continue ro put pressure on our 
management decisions as it relates to the ability to keep the block active and could inc:ease the 
Likelihood of a decision to cancel lbe existing business. 

iii. Poteot'ial impact on premiums paid by current policyholders - We believe that mecUcal trends 

3 



v.. ill increase from current levels primari ly due to billed charges increasing and a more difficult 
negotiating environment with providers. We also expect increased ut ilization due to provider behavior 
under the new mandates. Further, we expect increased provider cos1-shifting due to continued 
go\ ernment cuts in public medical insurance programs, as weU as more cost-shifting from the increasing 
population of uninsured and under-insured patients. As we approach a guarantee issue em-ironment in 
20 14 with modi fied communi ty rating, we expect prem.iums io increise significantly as younger. 
healthier insureds choose to opt out of coverage due to the prohibitive cost. 

Ini tiallr, when considered i.n isolation. an 80% \1LR \\i ll result io more dollars of pr<.!mium being paid 
out in benefits nnd may result in lower initial premiums (if the new PPACA benefits don'i offset all of 
lhis). 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 significanlly higher than they would have otherwise been as we re-acb 
2014. 

We believe an MLR waiver is critical to maintain as much competition in the market as possible, so that 
Missouri conswners continue to have choices in the individual market and the abiln) to rewn their 
exist ing coverage. 

i,·. Pote·a ti.al impact oa benefits and cost-sharing of existing products - The absence of an ~QR 
\\ai, er could resuJt in carriers minimizing their marketing activiry prior to 2014, creating a potential Lack 
of product availability for M.issouri consumers over the next few years. Carriers may also choose to 

terminate thei.r existing blocks of business and leave the market, in an effort to avoid furure losses and 
potential solvency concerns associated with the MLR requi rement. This will result in a lack of product 
a, a1lability and choice for Missouri conswners. In addition. if premium trends increase as indicated 
above, !v1issouri consumers may be forced to purchase coverage that has lowei benefiis and higher cost­
sharing components, due to affordability issues. 

v. Potentia l impact on consumer acce.ss to agears and brokers - We anticipate significant disruption 
lo our distri bution partners without a Y1LR v.rah·er. Our organization relies on an agent model for 
distribution of our products and ad\'ising our customers. Our customers work closely with their 
insurance agents to obtain the best possible coverage for their personal needs. ln the absence of a 
waiver, the compensation \\.e pay to our agents "'ill need to be significantly reduced. resulting in a 
business model that may no longer be ,.;able for them to continue operating in this business lf our 
agents are forced to find aJ ternative ways to make a living, this will cause signi fi cant disruption to our 
customers who rely oo their expertise. The result \\ ill be less choice and availability of coverage options 
for consumers in Missouri . 

As a result of these issues, we respecrfuJ ly ask that .Missouri strongly consider requesting a wai\'er of 1h~ 
individual Market MLR until 2014 to avoid disruption in the indhidual market and the nega, iYe impact the 
MLR requirement wi ll ha Ye on Missouri residents, iodividual insurance carriers, and insurance agents. \1,"e 
believe that an Y!LR waiver during the transi tion period, rather than an abrupt shift to an 80°-o :\1LR, \vii! allov,, 
for a smoother and less disruptive transition period as we approach 20 I 4. While a ful l wai\'er or graded ~{LR 
would still require us to be prepared for the 2014 ~ fLR requirement. It wouJd allow us more rlexib:lity in 
designing the best transition, and enable us to minimize disruption for our agents and customers. This \\ill also 
allow for continued availabil ity of coverage opt ions and for the abiliry of insureds to retain the coverage they 
currently have in the private market. 

Please let me know if you have questions or need any add it ional infonnation. 

Sincerely, 



r-,1[ark A Willse, FSA 
Vice President and Actuary 
American Enterprise Group 
515-245-2253 

*** **** ** ******** ****** **** **** ***** **** **** ******* ** ******* * ** ***** ** 
KOTIC~ : ~his e-ma~l message and its attachments are for che sole ase o~ 
che intended recipient(s) . It may contain confidential infor.nacio~ that 
is p rivileged or ex empt from disclo sure under applicable law . If you a re 
not the ~ncended rec ipienc( s ), you are not ified t hat the dissemination , 
distribution o r copying of t his message and/or its attachment s i s strictly 
prohibited . If you received chis transmission in error , please notify t he 
s ender by ei ther te l ephone or e-mai l and delete or destroy all cop ies o f 
t hi s message and i ts attachments in all media . ~hank yo u. 
* ** ** * * * * * * ***xx***** * * * ****** •* ***** * * ******* * ** **** ~x* ** *** ***~*~* * * 
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Kempker, Mary 

From: 
Sent: 
To: 
Subject: 

Dear Ms. Kempker, 

mark .willse@americanente~prise. :.om 
Wednesday, December 29, 201J 10:43 AM 
Kempker, Mary 
MLR COMMENTS - Word ·r s;rance Company 

\Ve appreciate the opportunity to submit comments related to the JvfLR 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 1vfLR regulations have the potenti al to 
significantly disrupt our individual major medical business. \l/orld Insurance Company actively markets 
i.ndividual major medical insurance io 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 tem1in~1te their existing blocks of business and leave 
the market, i.n an effort to avoid fu ture losses and potential solvency concerns. This may leave many customers 
i.n Missouri without coverage and very personally disrupted if they are unable to find new 
coverage due to a health condition (before lhe conswner protections are in ?lace in 2014 and due to inehgibility 
for the new high risk pools during the first six months after cessation of co·rernge). 

For individuaJ major medical policies that are individually underwrinen, 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 underwrinen policies over the next few years v.:ill 
only make it more di fficult for us to achieve an 80 percent annuaJ tv1LR across our block of ind ividual medical 
business. This could serve as fill incentive :or us and other carriers who re:nain in the individual mark.:t to 
rninimi1..e their marketing activity prior to 2014, creati.ng a potential lack of projuct availabi lity for M:.;souri 
consumers over the next few years. 

As a result of these issues, we respectfully ask that Missouri strongly consider reques1ing a wai ver of the 
Individi;al :vfarket MLR until 2014 to avoid disruption in the individual market and the negative impact the 
MLR rl!~t:irement wiJI ha\"-.:: on Mjsso'.1:i :-esi<le:it:s, i::idividual i.nswance earners, :=.:.1-.: i11sGance ag~r:ts 
and We rid and its employee:~. 

I. Whether Missouri should request an adjustment to the .\1LR for the individual market in the state. 

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

fl. 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 requiremem during the transition period fr,)m 
2011 to 2013 . While a full waiver would still require us to be prepared for the 2014 lvfLR requirement, it ·would 
allow us more flexibility in designing the best transition. Nore that even v.rith a ful l MLR waiver, we will still 
have to reduce expenses and agent compensation each year dwiog the transition period as we approach 2014 
(since business issued during the transition period from 2011 to 2013 v-.ri U 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 lhe state-by-state loss ratio variat ions we see in our rcsuJ1s. ln any gi, en year. \\ " have a few states 
with very low los ratios, a few states with very high Joss ratios, and the majority with loss r.nios that are within 
a reasonable range of the nationwide average. Due to this naniral variation in state-by-state loss ratio results, 
we'll Likely end up ov.. ning rebates in several states even iJ all states adopted a transitional 1LR 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 20 13, ,vould work for our business model and allow for a smoother u·ansition as we approach 
201 4. This sche<luJe will sti ll require us to be prepared for the 20 14 YiLR requirement, but :t would allow us 
more flexibility in designing the best transition. :\nyth.ing higher than this transition schedule would likely 
cause signi ficant disruption to our business model. 

m. Tbe coasequences to companies offering individual coverage ia Mjssouri if aa adjustment is nor 
sought. 

The MLR regulations will have a significant financial impact on our Company. We operate with very narrow 
margins and the "!\1LR requirement wiU likely result in losses, ~ith limited possibility of furure profitability. Our 
CompaJ1)' had strong s:iles results ia 20 l 0, resulting in a higher proportion of recentJy sold business \\~th lower 
loss ratios. For individuaJ major medical policies that arc individually underwritten, MLR's are much lower in 
the early )'Ca!$ 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 wil l be \·ery 
difficult for us to achieve an 80 percent annual MLR in 2011 , and puts us at ::.i disadvantage relative to 
companies that have more malure books of busioess and a more steady mix of older and ne\.\er policies (and a 
correspondingly higher M"LR). Continuing to issue significant amounts of newly w1denvrittcn policies over the 
next few years from 2011 to 201 3 wilJ only make it more ctifftcult for us to achieve an 80 percent annual MLR 
across our block of i.ncti\'iduaJ medical business. This could ser-:e as an incenti,e for us and ether cam..:rs who 
remain in the inruvidual market to minimize their marketi ng activi ty prior to 2014, creating .. potential lack of 
product availabi.l ity fo r Missouri consumers over the next few years. 

Appl) ing an 80 percent MLR requirement to existing individual business that had original!~ been priced under 
lower ~11 R expectations ~rn most likely result in losses on this business, with linle or no ability to recover 
those losses. Material ly reducing the administrative (non-claims) costs associated \\~th exi ting business in 
order to reduce financial losses is unlikely to be feasible. We have a large number of vendor .:ontracts related to 
administration and claims management. as well as a large number of agem compensation contracts related to 
marketing. distribution, and servicing of policies. Our commission contracts generally cann0t be changed 
retroactively for pol icies issued prior to the enactment of the new MLR requirements. Man) of ou.r other vendor 
contracts are ''locked'' in and require a few years to adjust. As a result, this \\ill put significant pressure on our 
operating expenses. as it will not be possible to reduce the contractually agreed upon compensation related 10 

these contracts on a umely basis. This wil l expose our Company to significant financial losses 

Additionally. it is more di.fficult to meet the 80% ~fLR in the individuaJ market (especially for companies that 
focus exclusi, ely on the individual market) due to the higher adminismuj, e expenses associated v:itb marketing 
and serYicing policies at an indh 1dual level, coupled -with the lower a\'erage premiums in the iadh1dual market 
due to the higher average deductibles being sold in thjs market for affordability reasons. Further, the rebate 
mechanism \\'lll 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 busine sand leave the market , in an 
effort to avoid fu ture losses and potential solvency concerns. This may leave many customer5 in Missouri 
without coverage and very personally disrupted if they are unable to find ne'-\' coverage due 10 a health 
condition (before the consumer protections are in place in 2014 and due to ineligibili ry for the new high risk 
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poo:s dur:ng the firs l six months after cessation of coverage). We belieYe that ;;.n :\1LR waiver is very important 
to al low for coctinued 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 ,.vaiver during the transition period, rather than an abrupt shift to an 80~/o ML R, will 
allow for a smo0~hcr and less disruptive tran.sitioo period as we approach 20 14. This wil l also allow fo r 
continued avajlabi.lity 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 wil l result in a greater li.kelihood of us being able to 
maintain a sigruficant market presence throughout the tr2..nsi rioo period and be in a better posi tion to compete io 
the market in 2014. An MLR waiver would iti ll rec;'...lire us to be prepa:-ed for the 2014 MLR requirement, but it 
would allow us more flexibility in designing the best t:-ansition. 

IV. Coa sequences to brokers or agents offering products in the individual market ifan adjustment is nof 
sought. 

We antic ipate signific:mt disr~piion to our distribution partners v.ithf>ut a MLR waiver and anticipate 
substantially lower sales volume if the waiver is not obtained. Our organiza tion relies on an :1gent model for 
diS1ribution of our products and advising our customers, and we are not positioned to market directly to 
consumers at this time. Our customers work closely \J.-1th their insw·i!nce agents to obtain the best possible 
coverage fo r their personal needs, a::1d we believe our agents are compensated fai rly for the services they 
pro,·ide. In the absence of a waiver, the compensation we pay to our agents will need to be significantly 
reduced, resulting b a business model th2t may oo longer be viable for them to continue operating in this 
busines~. If our agents are forced to find alternative ways to make a living, this will cause signi ficant disruption 
to our customers who rely on their expertise. Note that mth an MLR wai ver. we wi ll stil l have 10 reduce agent 
compensation each year during th:e aransition period as we approach 2014 (since business issued during the 
~ransit,ion perriod from 20 11 to 2013 would be subject to an 80% MLR in 20 14), however the compen.satioo 
reduction would be ,~1uch Jess drast i,c, allowing for a smoother, more orderly transition. 

V. A..oy other matter bearing on the sh criteria HHS bas identified, as set fon b above, tbat impact the 
risk of market des tabiliza ti on. 

i. Continuation of Sales: We are hopeful that Missouri and other sta tes v,,ill request an MLR waiver. 
We anticipate significant disruption to our distribution partners without a M.LR waiver and anticipa1e 
substantial ly lower sale~ volume if the waiver is not obtained. Our organization relies on an agent model 
for distri bution of our products and advising our customers, and we are not positioned to market directly 
to consumers at this time. Also, without an MLR waiver, cont inuing to issue significant amounts of 
newly underwri tten po licies over the next few years from 2011 to 2013 v.i ll only make it more difficuJ l 
for us to achieve an 80<.!-o annual MLR across our block of individuaJ medical business. This couJd serve 
as an incentive for us and other carriers who remain in the i.ndividual ma.rk~, :.o minimize Lheir 
marketing activity prior to 2014, creating a potential lack of product avai labi.lity in the individual n:.arke-1 
over the ne>..1 few years 2.nd reducing consumer choice in '.\hssomi . 

ii. Exitin g the Individual Market: We are continuing to evaluate the financial viabi li t) \.lf o ur m:1jor 
med.icaJ line of business in light of Health Care Refonn and the MLR regulation to ensure that ,ve 
discharge our fiduciary duty to our Policyholders. Lack of an tv1LR waiver v.~11 significantly impact our 
decisions regardi.ng new bu~iness and the likelihood that o UT distri butions v-.ill 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 wi thin the block will continue to put pressure oo our 
management decisions as it reb:es :o the ability to keep the block acli\"e and could increase the 
likelihood of a decision to cancel the existiP._g business. 
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i..ii. Potential impact on premiums paid by currenl policyholders - We believe that medical trends 
will increase from current levels primarily due to billed charges increasing and a more difficult 
m:go:iating environment \-v:ith providers. We also expect increased uti lization 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-shift ing from the increasing 
population of uninsured and under-insured patients. As we approach a guarantee issue environment in 
2014 with modified commw1iry rating, we expel:! premiums to increase significantly as younger, 
heal thier insureds choose to opt out of coverage due to tbe prolubitive cost. 

Initially, when considered in isolation, an 80% fv11R will result in more dollars of premium being paid 
out in benefits and may result in lower initial premiums (if the ne"v PPACA benefi ts don't offset all of 
this). Howe,er, due 10 the items noted above, our view is that premiums \\i ll increase at a faster pace in 
the new envirorunent, and v.1111 be significantly higher than they would have otherv.·ise been as we reach 
201 4. 

We believe an MLR waiver is critical to maintain as much cornpetitioo in the market as possible, so tbat 
Missouri consumers continue to have choices i;.1 the indjvidual ma:ket and the ability to retain their 
ex.isl ing c:::iverage. 

iv. Potential impact on benefits and cost-s bario.g of existing prod acts - The absence of an MLR 
waiver could resuJt in earners minimizing lhe ir marketing activity prior to 20 I 4, creating a potential Jack 
of product availability for Missouri consumers over the next fevv years. Carriers may also choose to 
terminate their existing blocks of bus iness and leave the market, in an effort to avoid future losses and 
potential solvency concerns associated with the M.LR requiremenL Tilis \vill result i.n a lack of product 
availability and choice for Missouri consumers. In add1tion, 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 signjficant. disruption 
to our distribution partners without a MLR waive1. Our organization relies on an agent model fo r 
distribution of our products and advising our customers. Our customers work closely v..i th their 
insurance agents to obtain the best possible coverage for their personal needs. I.n !he absence of a 
waiver, the compensation we pay to our agents will need to be signi ficantly reduced, result ing in a 
business model that may no longer be viable for them to continue operating in this business. ff our 
agents are forced to find al ternative ways to make a living, this will cause significan t disruption to our 
customers who rely on their expertise. The result v,,ilJ be less choice and availability of coverage options 
for consumers in Missouri. 

A s a resuh of these issues, we respectfully ask that Missouri strongly consider requesting a waiver of the 
Individual Market MLR until 2014 to avoid disruption in the individual market and the negative impact the 
MLR requirement wi ll have on Missouri residents, indi \·iduaI insurance carriers, and insurance agents. We 
believe that an MLR waiver du.ring the trans ition period, rather than an abrupt shift to an 80° o MLR, will allow 
for a smoother and less disruptive transition period as we approach 201 4. 'wrule a full waiver or graded MLR 
wou.ld Sti ll require us to be prepared fo r the 2014 MLR requirement, it would al low us more :lexibility in 
designing the best transition, and enable us to minimize disruption for our agents and customers. Th.is will also 
allow for cont inued availabil ity 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 in.formation. 



Sincerely, 

Mark A Willse, FSA 
Vice President and Actuary 
American Enterprise Group 
5 l 5-245-2253 

NOTICE: This e-mail message cL,d its actachme~cs are : o r ~he sole use o f 
the intended recipient (s ). It may contain confid e nt ial inforrr.a tion t h at 
is p rivile9"ed or exempt from disclosure under applicable la~•J. If you are 
not t he ~nte~ded recipient ( s ) , you are not i:ied that the dissemination , 
d i st ribu~ion or copying of this message and/ or ics attac~~ent s is strictly 
prohibited . If you receiv ed thi s transmi s sion in error , p lease notify t he 
sender by e i ther telephone or e-ma il and delete o r descroy all copies of 
this messag e and its at~achrnencs in all media . Thank you . 
**** *** * *** r~ **~*****•~~*****~* *** ***~' ** ** *** *** ****** ***** ******** ** * 
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Kempker, Mary 

From: 
Sent: 
To: 
Cc: 
Subject: 

Ronald Kotowsl< [ron.kotowski@gmail.com] 
Wednesday, Decerr:::ier 29, 2C10 3·25 PM 
Kempker, Mary 
Dale Turvey 
MLR 

Hello Ms. Kempker. For your consideration, Dale Turvey and l have the fo '..'. Jwing comments to 
offer regarding the i'v!LR. 

We wouJd strongly encourage you to apply for waivers from the MLR for insurers. We are nwa,e of insurers, 
specifically smaller insurers, who v.~U exit the major medical market as they do not belie,·e ·hey v.i il be able to 
s1.1rvive meeting the l\ILR requirements. We have heard from insurers that they v-.rill discontinue marketing 
major medical type products and instead, offer supplemental type products, which are not subject to the MLR. 
By obtaining a waiver for the insurers, they would have more opportuimy to adjust to the MLR requirements i.n 
a more reasonable manner and perhaps continue in the major medical market. As we are sure you are aware, a 
number of state iilSW"ance 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 to conswners. 

Ms. Kempke:-. we truly appreciate the opportUi.nty to provide our comments to you. We would also welcome 
the opponuniry to assist you in any m,mner you deem app:-opriate in your de liberations regarding the MLR. 

Ms. Kempker, please accept our 'Aishes to you for a very Happy New Year. 

Respectfully submitted, 

Dale Turvey and Ron Kolowsk.i 



ASSURANT 
Health 

December 30, 2010 

John M. HuH, Director 
:Missouri Department of Insurance, Financia] 
Institutions, and Professional Registration 
P.O. Box 690 
Jefferson City, MO 65102 

\TIA E-\iAIL: Mary.Kempker@'insurance.mo.gov 

Re: ~,1LR Waiver Sur\'ey 

Assurant Health 

Dear Director Huif: 

501 \\'est ~1"ch1g.in 
PO Box 3050 
Milwaukee, Vvl 53201 ·3050 
T S00.800.1212 

We respectfu.Uy submit comments in response to th~ Notice of Heanng we receJved 
from you.r office on December 17, 2010. Information w as requested to assist your 

Department in determinmg the need to request the Secretary of the U.S. Dep;:irtment of 
Health and Human Servkes (HHS) for a waiver of the S0°o Medical Loss Rano (YILR) in 

the individual health insurance market, pursuant to PPACA. \\'e appreciate the 
opportunity to p rovide our comments on th.is issue. 

Assurant Health, through its underwriting companies John Alden Life Insurance 

Company and Time Insurance Company, currently markets and lSSues health insurance 
products in the individual market in Missouri. 

Assurant Health is tn favor of Missouri requesting a full waiver of the lvfLR 
requirements until 2014 with the :\11-R for this period being consistent \,-ith :'\AlC Model 

La\"'· 134-1. 

In response to lhe MLR requiremen ts, we have already reduced our agent and broker 
commissions for ind ividuaJ market products. In addition, a5 the individual health 

insurance market evolves under the changing regulatory environment, we continually 
evaluate and adjust business plans, consistent w ith Lhe best interests of our company 
and our customers. \\11thout a waiver, we "'~ill be forced to make some dilficult 
decisions regarding our future plans. The options to be reviewed ,,;JJ includ1: 

discontinu ing sales of certain products and/or exiting selected markets. 

AsS'..iranl Healt'l markets products underwritttm by Time insurance Com pan} . linion Securit. L"5Urance 
Company and John Alden Life Insurance Company 



Page 2 

We recognize your request incJuded several other categories of infom1ahon. Ho\vever, 
as a public company, we are constrained from disclosing projections that may impact 
stock p rices. 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 t,) contact me 
if you have any further questions or concerns. 

Yours truly, 

JuHa M. Hix 
Vice President, Regulatory Compliance 
Assurant Health Compliance Officer 
ju.lie.hix@assurant.com 
(T) ( 414) 299-'7830 
(F) (414) 299-6168 



Kempker, Mary 

From: Robledo. Ana Lisa [ ana lisa. robledo@hea Ith mi~ ~ets. com] 
Thursday, December 30, 2010 9:42 AM Sent: 

To: Kempker. Mary 
Cc: OeTuro, Vi·;:iin1a 
Subject: MLR COMMENTS 
Attachments: MLR Letter to Carriers FINAL.:o:::x 

Importance: High 

Ms. Kempker. 

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

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

Company Response: Our Company supports the request for a waiver and movement to a transitional MLR. For 
existing business we believe that the MLR requirement will cause a financial strairi to many blocks of business 
that have been sold previously under commission arrangements and administrahve assump:ions that were 
supported by a MLR lower than 80'>/o The ~ ove to an 80% MLR could place these blocks of indivioual market 
plans in a loss situation which could result in carriers withdrawing from the tndiv1dual market and non-renewing 
existing blocks of business. 1f :ris occurs prior to the introduction oi the Exchange in 2014 tnere could be a 
shortage of access of insurance for prospective members. 

• If so, the appropriate adjusted MLR and suggestions for the length of the transitiona! period in Missouri; 

Company Response: Current minimum MLR fn the lndividual market is 55%, We would suggest a transition 
period between 2001 and 2014 starting at the current minimum and increasing annually with 2013 around 70% 
and 2014 at 80%. 

• The consequences to companies offering individual coverage ln Missouri if an adjustment rs not sought; 

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

• The consequences to brokers or agents offering products in the individual market if an adjustmeni is not sought: 
and 

Company Response: For new ousiness, the move to the 80% MLR will force the commission levels payable to 
brokers and agents down a~d wil! possibly cause many brokers and agents out of business. 

• Any other matter bearing on the six crileria 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 1ls proouct at an MLR lower than the 80% requirement m the past, 1n whole the 
requirement will cause premiums to be lower than they would have been either through lower premium increases, 
decreases i:1 premiums or through premium rebates, 

Our Comoany faces several challenges including but not limited to understanding exactly how the law applies to 
ou· block of ind,vidual r:,arket business, maintaining the block at a MLR that is higher than the product was 
ongmally pr:ced to achieve, meeting reporting requirements and determining and filing for rate changes. 

If you should have any questions or require additional information, please do not hesitate to contact Virainia DeTuro by 
emai. or oy te1epho1e at 817-255-5236. 

l 



Respectfully , 

Aoalisa Robledo 
Busines-s Analyst, Regulatory Affairs 
Corporate Compliance 
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(~ COVENTRY/GHP. r Health Cere 

December 30, 2010 

John M. Huff, Director 
Department of Insurance, Financial Icstirutioos, 
and Profess:o=.al Registration 
P.O. Box 690 
Jefferson City, MO 65102 

Dear Director Huff 

On behalf of Coventry Health Care of Kansas, Inc. (CHCKS) and Group Se.al th Plan, 
Inc. (GHP), we appreciate the opportunity to submit commems 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 i!.1divic:ual market 
held on December 28, 2010. 

To avoid instability and disruptions in the market for individual health insurance and the 
b.arm.....:ul i..mpact on consumers who rely on such policies for their health coverage, we 
recommend that Missow-i should seek a federal adjustment (waiver) to the 80% mi.uimum 
medical loss ratio requirement under the new health refonn law, also known as the 
Affordable Care Act (ACA). As important affiliates of a diversified national managed 
healthcare company, GBP and CHCKS engaged ill the debate over beaJ:h reform and 
now are engaged in the process of implementation. Like many others, we believe in the 
importance of expandi:ig access to coveraget U!!proving the quality of health care in 
Missouri, and in lowering costs. We would support a decision by the State oflvfissouri to 

seek a waiver to the 80% m.ini:num lvfLR requirement in 2011 for the individual ma::ket 
and the development of an orderly tra:isit:on period until 2014 to ensure continued and 
stable access by Missourians to health coverage thorough individual health insurance 
pl.ans. 

Potential for Instability in the IndividuaJ Market 
Individual health insurance plays an important role iil providing high-qualiry, cost­
effective health coverage :.n the State of ~ souri. 3ased on the most recent data from 
the U.S. Census Bureau (2009), over ~00,000 Misso:.irians under age 65 we;-e covered by 

550 Maryville Centre Drive, Suite 300 · St. Louis, MO 63141 • Toll-:r"'...e; 800-743-3901 • www.gbp.com 
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individual insurance.1 This represents 7.9 percent of our under age 65 sta~e po;:n.:.!anon 
and exceeds the U.S. average of 6.3 percent.2 

Based on the National Association of Insurance Commissioners ' (NAlC) da:abese of 
annual statement filings, almost half of an enrollees covered :nder indi':1d~ :;,!ans (fro:::r; 
almos1 70 insurexs) operate below ihe 80% ~ threshold in the ACA.-> 

The inclividual market bas umque characteristics that differentiate :t froCJ :he group or 
emp'.oyer-besed insurance market. Wb.i1e some individual .oarket policyhold~TS ere _ong­
ti.::.1e customers, mo~ policies are purchased to provide interim health coverage 2nd 
protect consumers against catastrophic financial loss until they obtain group covei;ag'! 
through an employer. In the U.S. Depan:ne:i: of Health & Human Senices' (HRS) 
interim .final rule (IFR) on grancJ.t:atbered plans, the government cited studies :bat es::mare 
40 to 67 percent of individual polices are in effect for less than one year. 4 Prior to the 
estabLishmem of state exchanges in 2014, it is likely that individual plans ou!side of 
gnara:need issue rnarlcets will continue to exhibit oa::iy of the characteristics of the p::e­
AC.A. market-Le., short dm-ation and coverage oO.:y for medical co::id:tions ±at e:ne:-ge 
a..fter the purchase of the policy. 

While the inclividuaJ market characteristics noted above may pe:-sist unti.: 2014, the new 
insurance requirements e!lacted under the ACA have fundamentally changed the marke: 
dynamics and economics of individual insurance. Yet, the A.CA provides al:nosi no 
accommodation for these sigrufica.rit market changes and no recognition of ue need :or 
an orderly transition period other than the poss1bili:y of a "federal adjustmenr"­
presumab!y drough a waiver process-in sta:es where the application of tee 80% 
IL.DllIIlum MLR sta:idard ··may destabilize :t:e individual market .. s 

To avoid instability and disruptions in the i..:ldividual market and the hannJu1 impact on 
consumers who re1y on such policies fo-: their healtl: coverage, GHP and C::CKS would 
support an effon by WJssouri to seek a federal adj\!St:C.ent to me 80% minioum MI.R 
requirement t:nder the ACA. In the absence of a waiver, we believe that :he individu.a! 
market would experience significant upheaval in 2011 through 2014. Further, w1thom a 
:b.ougl:tfol and we:1-planned transition period to adjus: to tlle new :n±r.i:nu:n ~1LR rules, 
consumers could face the potential loss of coverage and di :,:;cu1ties finding a repl.ace:::1ent 
policy. At a ti::ne when the economic climate in 1'.1issou.ri is already filled with challenges 
for consumers and businesses, the adclibon of new 1 

• .mceI1ainty in the individual marke! 
woU:d not be welcomed. 

1US. Ccnsu& Bureau: Income, Poverry, and Hc.ilfo JnsJronce Coverage in the lJmted Smes (2009), Annual Social and 
Eroncmic Supplem:nt, Table HI05. http:/lwww.ceosus 1rov/hhCS1www/CJ)§tabJeslQ32010lhcqlth/h05 000.h:m. 
Accessed Sep~':>er 20, 201 O. 
1Jb1d 
'1-.ation-81 ,VJC: Hcaitb C!rc Reform (PPAO.) · M11Stcr Issue Res:>l~-:Jon Document, £RD04 ,, 15 Sept 2010. 

'\:.s. Dcpr.rtmen: of.Health & Human Se."vicc.s Group Helllh Plans and Health Insurance Coverage Re!t.ttng to S:erus 
as a Grandf:a:hued Health Plai: Under d,c Pa:ient Protection and Affordable Care Ac-::; ln tmm FinaJ Ru1e end Propes~ 
~ulo; Feae-ul Register, Vol 75, No. 116, 17 June 20'0. 
< 
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Other State Actions to Seek aa lodividual Waiver 
In :.-espor:se to tl:e challenges on the horizon in the individual market and recognizing the 
likely disruption , some s--.ates have already =-~uested a federal waiver :o :he new 
individual !'vf.LR requirements. For example, 0:.1 July 1, 2010, the Superiotendel!-l of 
Insurance for the State of Maine sent a letter to the HHS Secretary tha1 made two specific 
requests: (1) a waiver of the 80% minimum :MLR requi:eme.'lt for the individual health 
insurance market until 2014; and (2) a federal determination tha: prior to 201L, 
ioplementation of a:1 80% MlR may destabiJize the individual insurance market m that 
sta:e. 6 More recently, the Commissioner of Insurance for the State of Iowa made similar 
requests ofHHS. 7 While there a.re important characteristics that cistinguish the 
individual market in !'v£issouri from those in Maine and Iowa, it is clear tha: others s:ates 
have oade a determinat:or:. that the a;,;,:icano:i of min.:mum tvll..R standards ,v11l have a 
deleterious effect on consumers in those states-and the same concepts and logic would 
apply in .Missouri. 

State Rationale for W aiver and Transition Period 
While instability in :he market is a critical factor in the decision by the Sta:e of Missocri 
to request a federal waiver, there are other key reasons why a waiver and -:-ransitioa period 
and plan are important to consume:-s in our State. The follov.wg section outlines so:ne of 
those reasons: 

1. :mpact on Caniers. Jobs. and Competition: Fro:n a broad perspecove, rhe applica:lon 
of an 80% MLR to existing individual business without an appropnate state­
de:ern:ined transition p<riod could lead some insure..T"S to ex.it the market or face 
unsustainable losses. Ttis could ro..su!t in insolvent carriers, significar:.~ job cuts, ar:d 
more limited competition and add to our State's eco:iomic challenges. 

2. Difficulties Find.me Replacement Coverage anc Limited Hieb Risk Pool Fu:iding: 
Consoners l.,:ho rely on individual policies but lose thei= coverage due to mark.et exits 
may f.nd it difficult or impossible to find replacenent coverage at any price. ¥.-1ule 
the A.CA created a tempora..ry ligh risR health insurance pool program under ilie !:!OW­

called "pre-existing coverage :nsurance progran" (PClP), it provided only limited 
funding. U::1der 1.he PC!P, Missouri 's share of fede:-al funding is cap?ed at $81 
million mtil the progrclll ends on December 31 , 2013. 8 Toe PCIP could eventually 
be an oprion for some Missourians, but such individuals would be ineiigible for PCIP 
coverage for at least 6 months, assuming program funding is still available and !!O 

waiting :.ist has develo~d. 

3. Discourage New Entrants and Poten:ial Ne12aave Impact on Comoetirion· As noted 
earlier, the individual market differs from the group market because many 

6
Lcncr from Mtine SUJ)e·1rtc:'lden1 o: lns1:n.."f\ce Mila Kofman 10 Secn::ary or Health and HUTrir Serv=:es Ka±.:e:i 

Sebeti us, I July 2010. · 
1
Le:1er frtln Iowa Comm1.s1one of Insurance Sus!n E. Voss to Secre:iiry of Hcal1h and Huir.an Services Kathleen 

Sebehus, 21 Seprcn:,er 2£110 
1 HHS Offi~ orCcnsumer :nformauon &: lnru.-ance Ovemgnt (OCTIO) F!!:I Shee: -Tcmpc,"31)' H·gh R.:sk Pool 
J>mgmn. ll;tp:/twww.hhs.gev'ociioljm1iatwe/hi risk mJ f11cts hnr.l A~esseci S..-pl 20, 2010. 



Missowians who participate are looking for temporary coverage until employer-based 
coverage is available. Further, individual policies tend to run a~ lower :MLR. levels, 
especially in :he early years of the policy, because coverage is targeted at future 
medical conditions. Consequently, insurers \l:hose indiV1dual book of business has a 
higher proportion of newer policies ~Jl find it very difficult to :neet lhe 80% MLR 
requirement. This could create an uneven competitive playing field that actuaUy 
discourage.s new market entrants and increases premium volatility. 

4. Eliminate Con:,"11me!' Choice and Potential Increase in Uninsured: Co!lSUmers io the 
indivi dual market often have preferences for different products compared to the g:vup 
market. These prefe::-ences result in the voluntary selection of plans that tend to run 
below an 80% 1v1LR, even over the plan' s lifetime. For example, individ:ial market 
p ans frequently have higher cost sharing features in exchange for lower monthly 
premiums. Requiring individual plans to operate at an 80% MLR with no t:cosiion 
period qould make policies unaffordable to consumers and lead them to go v,ithout 
coverage--acrually increasing the rate of uninsu..--ed. The rate ofuuinsured for the 
population under age 65 ·in Missouri is 13.5%. Almost 800,000 of our feilow cie.zens 
went v,rithout coverage for some part of 2009. Adopting an individual n::.arke: :t\1LR 
policy that could potentially increase the rate of uninsurance would :>e 
counterproductive to efforts aimed at reduced the number of the uninsured.9 

5. Maintaining Brokers as an Important Source of Health Insurance: \Vhi.le some believe 
that reducing insu:rer admi.aistrative costs by eliminating brokers is an easy solution to 
attain the minimmn MLR., brokers continue to play a valuable role in the individual 
mru·ket. Brokers help consumers sill through and understand highly complex health 
information, compare plans, and assist consumers with !"_egotiations with ID$urers. 
Providing a waiver and transition period would allow brokers to maintain their key 
role in assisting consnoers i.11 tbe purchase of individual i.nsu.rance plans that best 
meet their specific needs. 

Recommend ati oo 
To avoid instability md disruption in the market for individual health insurance arid the 
potential harmful impact on consumers who rely on such policies for their health care 
coverage, GHP and CHG.KS believe that Missouri should seek a 3-year federal 
adjustment to the 80% minimum MLR requ.i:'ement. Further, we recoomend that 
Missouri propose to adj11st the MLR by moving the individual market gradually over the 
3-year period to the 80% MLR requirement until the new state-baserl insurance 
excbanges begin in 2014. 

Under the HHS rule, Missouri must develop an adjUSil:lent proposal. We recommend a 
"glide path" approach that adjusts the :ndividual lvll.R in eqruL annua: increments. We 
recommend the foUo""ing glide path to mirimize market disruption, allow carriers to 
make the necessary idjustments to their bnsbess a...i:1d contrac:s, and to ensure a conti::rned 
competitive environment in the individual marlcet: 

~ U.S. Census Bur~u; ln::ome, Pover:y, and H~lth I.r.surence Coverage in the United Sm!:! (2009), Annual Soc,e' and 
Economic Su;,plement. Tab.e HI05. ht;p:/lwww.census.2ov/hhes/www/cost2~ieslO:! 20 I CVhea1Ll\/h05 000.h:nt. 



2011-65% MLR 
2012 - 70% MLR 
201 3 -75% MLR 
2014 -80% MIR 

In tie absence of a federal adj ustment to ~e 80% MLR requirement, we are deeply 
concerned about lhe conti:Jued \·iability of the competitive o arket for indhidual health 
insura:1ce business in Missouri. 

Conclusion 
Again, GHP and CSCKS appreciate the opportunity to submit written testimony to :he 
record on this important issue. In sum, we support a decision to seek a waiver to the 80% 
minimum :tvfLR for the individual market in 2011 and the development of an orderly 
transition period until 201.:1 to ensure continued and stable access by Missouri ans to 
health coverage through individual health plans. 

Respectfolly Submitted, q...,,._ /( ..)_ J._, 
Roman Kulich 
President 
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Decen:ber 30, 20 l 0 

John M. Huff, Di.rector 
Department of ln.strrance, Financial ~ru:ioi::.s, 
and Professional Registration 
P.O. Box 690 
Jefferson City, MO 65 102 

Dear Di.rector Huff: 

On behalf of Coventry Health Care of Kansas, Inc. (CHCKS) and Group Health Plan, 
Inc. (GHP), we app::-ecia:e the opportunity to s:ibmit comments to the reco:d of tlie p·.1blic 
.neanr.g by the Missouri Departtile.nt o:Insu..rance, Financial !:istitutions and Professional 
Regjs:ration (DIFP) on minimum medical loss ratio standards in the individual n:arket 
held on Decembe:- 28, 2010. 

To avoid instability and dis.'Uptiocs in Lhe market :or indivicual health t!1S'.!rance and lbe 
harmful impact on consum.e:s wbo re~y on su6 policies for cbe:r health coverage, we 
recommend that Missouri should seek e federal adjustment (wai\'er) to the 80% r:ii.nimu:m 
med.lea! loss ratio requirement under the new heal:h reform law, also known as the 
Affordable Care Act (ACA). As imper.ant affil:aies of a cliversified ::iation~ :nane.ge<i 
healthcare company, GHP a:J<i CHCKS engaged in the debate over hea:tb re:or:n anc 
now~ engage-d m the process of implementation. Like many others, we believe in the 
import~ce of expanding access to coverage, improving the quality of health care in 
Missotui1 and in lowering costs. We would sup;:x>rt a decision by the Sta!e oL\1.isso::..'i t0 

seek a waiver to the 80% minimum MLR requirement in 2011 for !!le individt:al :nark~t 
and the development of an orderly transition period until 2014 ,o ensure coctir.ued and 
stable access by Missourians to health coverage thorough ir.dividua: health insurance 
plans. 

Potential for Instability in the lndividunl Market 
Individual bealtb insurance plays an important role in providing high-quality, cost­
effective health cove.rage in the State o: M.issou..-i. Based on the nost recent data from 
me u.S. Census Bureau (2009), over 400,000 ~so:i..-ians under age 65 we:e covered by 

SSO~faryvHlc~:itreDrivc,Su:a:300 • S:.LouiSiM063141 • Toll-~=:800-74'.3-390: • W1\ "N.5h?.com 



individual insurance.1 This represents 7.9 per:;ent of our under age 65 state population 
and exceeds :he U.S. average of 6.3 percent.2 

Based on the Natiooal Association of Insurance Commissioners' (NA.IC) database of 
annual statement filings, almost half of all enrollees covered tmder individual ?lans (from 
almosi 70 insurers) operate below the 80% MLR threshold in the ACA.3 

The individual market bas unique characteristics that differentiate it from ~he groi.:p or 
employer-based insurance market. \Vhile some individual marke1 policyholders are long­
time customers, most policies are purchased to provide interim health coverage a."lc. 
protect coi:sumers against catastrophic financial loss until they obtain group coverage 
through an employer. In the U.S. Departnent of Health & Human Se!Vlces' (HHS) 
interim final rule (]FR) on granci£:arbered plans, the government cited studies that estimate 
40 to 67 percent of iJ1dividual polices are in eff~ct for less than one year. 4 .Prior to the 
establishment of state excha:iges in 2014, it is likely that individual pl2I1S outside of 
guaranteed issue markets will continue to exhibit many of the characteristics of the pre­
ACA market-Le., short du.ration and coverage only for medical conditions that emerge 
after the purchase of the policy. 

Vib.iJe the individual market characteristics noted above may pe:'sist until 2014, the new 
insuran:;e requiremec.ts enacted under the ACA have fundamentally changed fr.e market 
dynamics and economics of individual insurance. Yet, the ACA provides almost no 
accommodation for these significant market changes and uo 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% 
mini.mum MLR si:an<iard "may destabilize t:he individual market.'.s 

To avoid instability md disruptions in the individual :narket and the harmful i.mpaci on 
consun:ers who rely o::i. suce. policies for their health coverage, GHP and CHCKS would 
support an effort by Missouri to seek a federal adjuso:nent to the 80% minimum I\,fLR 
requirement under the ACA. In the absence of a waiver, we believe that the individual 
market wouJd experience significant upheaval in 201 1 through 2014. Further, without a 
t~oughtful and well-planned trans.ition period to adjust to the new min.inium MLR mies, 
consumers could face the potential loss of coverage and difficulties finding a replacement 
policy. At a time when the economic climate in :tvfusouri is already filled with challenges 
for consumers and businesses, the addition of new uncertainty in the individual market 
wou'.d not be welcomed. 

U.S. Census Bureau: Income, Poverty, end Health lnsJ:a.nce Ccverage :n tbc United States (2009), Annual Soc.al and 
E--...onomic Supplement, Table HIOS. http:/~ ceosus.gov/nheslwww/cpmb~cs/032010/b:al:h/h05 000.htm. 
Accessed Septe..-nber 20, 20! 0. 
llbid 
3
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-4 U.S . Depanment of Health&. Human Services· Group Health Plans and Heslth Insurance C-Overagc Relating to S1a1t1s 
as a Grand.fathered Health Plan Under the Pauent Protection and Affordable Care Act; Interim FinaJ Rule and Propos~d 
RJ.ile, F'ed~ral Register, Vol 75, No. ! 16, 17 June 20i0. 
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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 have already requested a federal waiver w tbe new 
individual MLR requirements. For example, on JuJy l, 20] 0, the Superintendent of 
Insurance for t:he State of Main·e sent a letter to the lilIS Secretary that .made two specific 
requests: (1) a waiver of the 80% mini.mum ::tvfLR requirement for d1e individual health 
insurance market until 2014; and (2) a federal determination that prior to 2014, 
lIDplementation of an 80% ?v1LR. may destabilize the individual insur:mce market m thai 
state.6 More recently, the Commissioner ofinsurance for the State of Iowa made similar 
requests of RHS.7 ~while there are important characteristics th.at dJstinguisb the 
indivjdual market in Missouri from those in Maine and Iowa, it 1s clear that others s:2tes 
have ::iade a determination that the applicatio:1 ofmin:oum MLR standards ,vi i) h2ve a 
deleterious effect on consumers in those states-and .he same 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 Missot:1·i 
to request a federal waiver, there are other key reasons why a waiver anc t:ansition period 
and plan are important to consumers in ou; State. The following section outlines sooe of 
those reasons: 

1. lmpact 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 losse~. This could result in insolvent carriers, significant job cuts, and 
more limited competition aud add to our State's ecouom.ic challenges. 

2. Difficulties Finding Replacement Covera12:e and Limited Hie:h Risk Pool Fundi:J.g: 
Consumers wbo rely oo individual policies but lose their coverage ci.ue to mark.et exits 
may find it difficult or impossible to find replacement coverage a. any p:ice. VY!lile 
the ACA created a temporary high risk health insurance pool program under the now­
called ''pre-existing coverage insw·ai:ce program" (PCJP), it provjded only limited 
funding. t:oder the PCIP, Missouri's share of federal :uncling is capped at $81 
million until the program ends on December 31. 2013.s Toe 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 sti-11 available and 1:0 

wai:ing List has developed. 

3. Discourage New Entrants and Pote:itial Negative lmoact on Com:>etition: A.s oo:ed 
earlier, the individual market differs from the group r:iarket bec21.1se many 

6
Le!ter from Main:: Superintendem oflnsurtnce Mile Kofman to Secrerary of He2!th and Huma:i Servi<:~s Knth e.::n 

Sebehus, I Julv 2cm. 
;Letter from ,;wa Commissioner of lnsursn::e Susan E. Voss to Secretary of Health and Huma., S:r.-i~es Ka:h!een 
Sebelius, 21 September 2010. 
8 HHS Offic:e of Consumer lnform11tion ck Insurance Oversight (OClJO): .Fact Sheet - Temporary High Risk Pool 
Progl1lm. http;//www.hhs.qov/ocjio/jnjtia:ive/hi rislc pool fllcts.honl . . ~c::tswl Sept 20, 2010. 



Missourians who participate are lookin.g for temporary coverage until employer-based 
coverage is available. Further, individual policies tend to run a: lower 11LR levels, 
especiaUy in the early years of the policy, because coverage is targeted at future 
medical conditions. Consequently, i.o.surers whose individual book of business has a 
bighe: proportion cf newer policies will find it very difficult to ::ieet rbe 80% MLR 
requirement. llis could create an unev~ competitive playing field tha: actually 
discourages new market entnnts and increases premium volatility. 

4. :5:liminate Consumer Choice and Potential Increase in Uninsured: Consumers in the 
individual market o:leo have preferences for rufferent products compared to the group 
market. Tl.1ese preferences result in the voluntary selection of plans that tend to ~ 
below ar1 80% MIR, 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% ~ with no tra:)sition 
period qou.ld make policies unaffordable to consume~ and lead them to go without 
covern.ge-actually increasing the rate of rain.sured. The rate of uninsured for th~ 
popula:ion under age 65 in Missouri is 13.5%. Almost 800,000 of ou:· fellow dtizen.s 
went without coverage for some par: of 2009. Adopting an individual market 1vfLR 
policy that could potentially ::1crease the rate of un:.nsunmce would be 
counterprocbctive to efforts aimed at reduced the number of the uni:iruec. 9 

5. Maintaining Brokers as an Important Source of Health Insurance: While some believe 
that reducing insnrer administrative costs by eliminating 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 through and understand highly complex health 
information, compare plans, and assist consumers with negotiario:is with insurers. 
Providing a waiver and tra:Jsition period would allow brokers to maintain their key 
:-ole :n assisting co:nsume:-s in ':be purchase o: individual insurance plans that best 
meet t.1eir specific needs. 

Recommendation 
To avoid instability md disruption in the :narket :or indhidual health insurance and the 
potential harmful impact on consumers who rely on such policies for their health care 
coverage, GHP and CHCKS believe that 1vlissouri should seek a 3-year federal 
adjustment to the 80% mm.i.mum MLR requirement. Further, we recommend thal 
Missouri propose to adjust tbe .MLR by moving the individual market gradually over the 
3-year period to the 80% 'MLR requirement until the new state-basec insurance 
exchanges begjn i:1201.a.. 

Unde:: the HHS r:.1:e, MissoU1.i :nust develop an adj-'.1s~ent proposal. We recommend a 
"glide path" approach that adjusts the individual MLR in equal 2.m:mal increments. We 
recommend the following glide path w minin:ize market disrnptio:1. allow car.iers to 
make the necessary adjustments to their busbess and contrac:s, a:.id to ensure a contm·.1ed 
competitive envi.ronme:it ~ the individual market: 

9 U.S. Census Bureau: lncomc, Poveri)', and Health Insurance Coverage in the United Sut.tes (2009), Annual Social end 
Economic Strpp1em:mt. Table RIOS. http://www.census.gov/hhes.lwww/costable.s/Q320J Oihealih/h05 ODO.bun. 



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

In the absence of a federal adjustwent to the 80% MLR requirement, we are deeply 
concerned about the conti.:med viability of the competitive market for indivicua1 heal:h 
insurance b:.:siness in Missouri. 

Conclusion 
Again, GHP and CHCK.S appreciate the opportu:rity to submit w1i tteu testimony to :he 
record on this important issue. In sum, we support a tecision to seek a waiver to the SOO/o 
minimum MLR for the individual market in 2011 and the development of an orderly 
transirion period untll 2014 to ensure continued and stable access by tvlissourians :o 
health coverage through bdividual health plans. 

Respectfully Submitted, q____ /( ,-,L J_ 
Roman Kulich 
President 



Kempker, Mary 

From: Conrad, Kyle {KConrad@unimn.com) 
Thursday , December 30, 201011:13AM 
Kempker, Mary 

Sent: 
To: 
Subject: MLR COMMENTS 

Ms. Kempker. 

W e he·eby submit the following comments on the question of whether Missouri should request an adjustment to or waiver 
of the medical loss ratio rules promulgated by the U.S. Department of Health and Human Services 

1. We strongly request that the M1ssoun Department of lnsuran:e. Fmanc;a1 lnsttulions, and Professional 
Registration seek, for the individual m3rket in Missouri, an adJustment to or waiver of the medical loss ratio (MLR) 
rules promulgated by the U.S. Department of Health and Human Servlces (HHS). 

2. We believe tliat the medical loss ratio should be no more than 65% for the perod January 1 2011 , to December 
31, 2013. We bel ·eve this would give the individual market adequate ume to transition to the new MLR 'equ1rements 
and enable consumers to continue to have access to current types of coverage until the ·exchange plars" become 
available on January 1, 2014 If a 65% loss ratio is not acceptable to HHS, we believe a ·graduated phase-m· for that 
3-year penod would at least be more beneficial to the ind1v1dual market m Missouri rather than an immediate 80% 
meo1cal loss ratio requirement beginning January- 1 2011 

3. In the absence of any relief from the requirements of the MLR rules. we believe rt writ not be feasible to cont nue 
offenng individual health benefit plans. Therefore. we would m effect be forced to cease offenng 1nd1vidual 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 o f the MLR rules, we believe 11 will be necessary for us to 
reduce commissions payable to agents on in-force individual health benefit plaps as well as any riew business on 
such plans (assuming we were able to continue writing new business in that market} The effect of this would most 
1kely reduce consumers' access to agents in the individual market We note tt,at we have not made a final oec1s1on m 

this regard 

5. As of 9/30/2010, our records show that we had 1,51 5 individuals covered by individua l health benefit plans in 

Missouri that are impacted by the MLR rules Generally, our market and insureds are tnd1v1duals in rural areas w'"lo 
oo not have access to employer-provided coverage, HMOs. netv1orks, etc These individuals access to meaningful 
and affordable heaJih msurance coverage would be severely impacted 1n the absence of an adJustment to or warver of 
the 80% MLR requirement until January 1. 2014, at which time exchange plans become available. 

Thank you for cons1denng our comments on this critical issue If yo,.; need any add1t1ona1 rn ·orma11on please contact me. 

Respectfully submitted , 

Kyle D. Conrad 
Senior Vice President 
and Associate Corporate Counsel 
Reserve Natlonal Insurance Company 
601 East Britton Road 
Oklahoma City, OK 73114 
Telephone: (405} 848-7931 or {800) 874-1431 

COWIDENTL.\.Lln· 1'0TICE: Tb.is communication may contain confidential informati on intended only for 
the addressee(s). lf ~ou received this communication in error, please notify the sender and delete it from your 
system. 



America's Health 
Insurance Plans 

6:>l Pennsy·varna Avenue, NV'.' 
Soutr s J1lcfmg 
Surte ::;,;e Hu"<Jred 
Washng1on. OC 20034 

202.778.3200 
www.ah1p.org 

December 30, 20 I 0 

Mr. John M. Huff 
Director 

-A,r 
AHIP 

Department of Insurance, Financial lnstirutious and Professional Registration 
PO Box 690 
Jcffl!rson Ciry, MO 65102 

Dear Director Huff: 

On behalJ of America's Health Insurance Plans (AHIP), I am pleased to respond to) our request 
for conunents from individuals and groups interested i.n new federal medical loss ratio (ML R) 
rules as cl1ey apply to 1he health insurance marketplace in !vfissouri. AHIP is the national trade 
associat.ion representing approximately l,300 health insurance plans (including 79 wilb business 
in Missouri) that provide coverage to more than 200 million Americaus .. .t\.HlP members offer a 
broad range of health insurance products in the commercial marketplace and also demonslr.3tc a 
strong commitment to participation in public programs. 

The health plan community is strongly committed to working v.,ith you and the Department of 
Insurance, Financial Institutions, and Professional Registration as you carry ou1 your 
responsibilities to implement the federal Patient Protection and Affordable Care Act (ACA). We 
are confident that you share our interest in ensuring that such implementation v.~ll in,·olve 
sync.hroniziog state reforms with federal requirements, bending the cost curve, and a\·oiding 
market disruption and destabilization. It is a particular concern regarding a potential for such 
market destabilization lhat prompts us to v.Tite this lener in response to your reques1 for input 
regarding "·vhether Missouri should request an adjustment to the 11LR requirements for the 
individual market, the consequences to companies offering individual coverage in Missouri if an 
adjustment is not sought, and other related questions. 

Simply stared, we are concerned that not seeking a transition period for implementation of the 
MLR requirements in the individual market in 1vlissouri c.ouldjeopardizc 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 lener to the National Association of Insurance Commissioners 
regarding ways in which the MLR standard could cause disruption to consumers in the 
indiv1dual market (emphasis added): 
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'·Applying an 80 perc.en1 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 
prer~tiums Jess rebates) to levels that create losses, wi th little to no ability to 
recover those losses. Materially reducing the non-claims costs associated -...vith 
existing business in order to reduce financial losses is unlikely 10 be feasible. 
Such a situation might lead some companies currentlv active in the indiYidual 
market to 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 ' fo rmer policyholders mav find themselves 
unable to find new coverage in the indlvidual market for a period of years 
(noting that guaranteed issue requirements do not take effect until 2014), and 
would :1ot be eligible for the new high risk pools created by PPACA § 110 l 
during tbe first six months after cessation of coverage. 

"lndi\·idual policies underwritten and issued prior to the introduction of 
guaranteed issue requirements in 201 4 will continue to exhibit traditional 
patterns of having loss ratios that increase by policy duration. Issuing new 
underwrinen policies over the next few years would therefore tend to make it 
more difficult for an insurer to achieve an 80 percent annual MLR across its 
eotire 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, creating a potential lack of product availabilitv in L'l-ie 
individual market over the ne>..'t few vears." 

(From a leuer from the AAA Medical Loss Ratio Regulation Work Group io 

Lou Felice, Chair, N 4JC Health Care Reform Solvency Impact Subgroup, and 
Sreven Osrlund, Chair, NA IC Accident and Healrh WorJ..ing Group.) 

The National Association of Insurance Commissioners echoed this i.n an October 13, 20 IO letter 
to Health and Human Ser-::ices Secre tary Kathleen Sebellus (emphasis added): 

"Health insurance companjes in some markets wiU need a transitional period to 
comply with the 80 percent MLR limit. ln the absence of the transitional 
period, the markets of some states are likely to be 'destabilized. ' Sect.ion 
27 l 8(b) of PPACA states that 'the secretary may adjust [the MI.RJ percentage 
with respect to a State if the Secretary determines that the application of such 
80 percent may destabi lize the individual market in such state.' As consumer 
representatives noted during NAJC deliberations, conswners v.·i ll aot benefit if 
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companies are forced out of the market and individuals are left \vi thout 
coverage: ' 

In closing. while considering whether to seek an adjusoneot to the medical Joss ratio 
requirements for Missouri, w~ r,:;,;p-:;cr~:uL:y request that you weigh carefully the potential for 
market disruption in the indi,·idual market should you opt not to seek a waiver. In addition, 
,~ hile we thank you for holding tJ1e December 28 publ ic hearing regarding the medical loss ra1io 
requirements, the relat ively short notice of a bearing held during the holiday season might well 
have reduced the number of respondents and vaJuable data that you might othern~se have 
received. We urge you to continue to reach out to health insurers and olher valued stakeholders 
as you work to implement federaJ health reform i.n the weeks and months to come. 

Should you haYe any questions regarding this lener or would like to discuss it further. please feel 
free to contact roe at 202-86 1-63 78 or dbricker@abip.org. Thank you and congratulations on 
your election as treasurer of the lnterslate Insurance Product Regulation Comnussion. 

Sincerely, 

!ls/I 

Dianne Bricker 
Regional Director - State Advocacy 



Kempker, Mary 

From : 
Sent: 
To: 

Jim Hill [iimhill@lhechurchnel.org) 
Thursday, December 30, 2010 4 04 PM 
Kempker, Mary 

Subject: Thank You 

Mary, 

I wanted to express my appreciation to you and Director Huff for conducting the public hearing regarding the Medical Loss 
Ratio. I was grateful for the opportunity lo represent Missouri Health Care for All. I serve on the steering committee of 
MHCFA. MHCFA is a grassroots, non-partisan movement of fai th and community leaders committed to securing quality 
affordable health care for all Missourians. We have 120 organrzations who have endorsed our Principles for a Just health 
care system. In addition, we have more than 7300 grassroots members. 

We are vei'f glad to see a public process begin in Missouri on components of rhe Affordable Care Ac:. In addition, we see 
the questions of how to hold insurance companies accountable to Missouri families and consumers as fundamental lo 
realizing the benefits of the new law. 

Mlssoun 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 quality, affordable health care within their community. We strongly assert that investing in health 
care for all is both cntically important for the well-being of all Missourians and a sound economic investment Based on 
faith and ethical values. we affirm that all persons should have the opportunity for healthcare and healing. 

As I indicated in my testimony, we believe strongly Missouri should .!lQ1 seek an adjustmen t or waiver o f the 
Medical Loss Ratio Standards for Insurance Carriers. We believe the Medical Loss Ratio rules are good for 
consumers and small businesses who purchase insurance. The MLR assures that we receive value for our premiun 
dollars. Missouri consumers need more value for our premium dollars-and insurance companies must be required to 
deliver more value and more affordat:le 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 w ill impact many insured families 

The Medical Loss Ratio rule 1s sound public policy. Assuring that a reasonable percentage of our health insurance 
premiums benefit consumers and families is good public pohcy. We are concern ed about compromrsmg the consumer 
protections vital for Missouri fam11les in order to benefit the health insurance industry. Missoun consumers need 
increased transparency to assure value of our premium dollars. The Department of Health and Human SeNices 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. It w,11 be critically 
important for the Department of Insurance to improve information available to consumers about rate increases and 
medical loss ratio now lhat the State and federal government have greater capacity to protect consumer mlerests. 

Thank you for hearing our concerns. 

Jim Hill 
Executive Director 

CHurca Bli 
A ministry of the i3epus1 General Co·went,on c,f Mfssoun 

P 0. Box 508 
Jefferson City MO 55102-0508 
Office Phone. (888) 420-2426 Ext. 705 
Cell. (573) 680-1490 
jimhill@thechurchnet.org 
1/IWW.thechurchnel oro 
Blog: hrto://ourfirstoriontv. biogs pot com 



AFFIDAVIT OF KEVU~ S. WREGE, ESQUIRE · 

l. My name is Kevin S. '\:Vrege and I reside at 3812 Fordham Road, N\V, 
Washington, DC 20016. l currently serve as Regional Director of State Affairs for 
the Council for Affordable Health lnsurance or CAI-:l.I; 

2. CAHJ 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. CA.HI member companies cao 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 infonnation and belief, the medical loss ratio (IvfLR) requfrements as 
published in the Federal Regjster, 75 Fed. Reg. 74864, et seq. (Dec. 1, 2010) ( 45 
FRC Part 158) will have a significant financial impact on our 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 rvfLR 
requirements will likely result in losses, at least leading up to later implementation 
of federal health insurance refonns beginning in 2014; 

6. Upon infonnation and belief, the MLRs for major medicaJ policies that are 
individually underwritten tend to be significantly lower in the early years following 
issuance and also tend to increase over time as undenvriting "wears off' and more 
heaJth issues develop; 

7. Upon information and belief, many of our members have i.nforce business 
weighted toward newer business, miling 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 Jv1LRs; 

9. Upon information and belief, applying an 80 percent .iv1LR requirement to 
existing indivjdua1 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 these losses; 

10. Upon infonuation and belief, some of our member carriers have a number of 
sizable vendor contracts related to ad.ministrat ion 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 contrac.ts generally 
caru1ot be modified or amended retroactively for policies issued prior to the 
enactment of the new Ml,R requirements, placing significant pressure on ro.any of 
our member companies' operating expenses; 

12. Upon information and belief, it is even more difficult for those CAH1 member 
companies who focus exclusively on the individual market to meet the 80% 1v1LR 
in that market due to the higher administrative expenses associated with marketing 
and servicing policies at an indivi<ldal 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 Iv1LR 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 
marke~ 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 soJvency concerns, potentially leaving 
many customers in the State of Missouri without coverage and potentially limi ted 
replacement coverage options in the pre-2014 marketplace due to pre-existing 
health conditions; 

15. Upon information and belief, CA.HI member companies that continue to issue 
significant amounts of newly undervvritten policies over the period from January 1, 
2011 through December 3 l, 2013 \'\rill 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 individuaJ market in 
the State of Missouri to minimize their marketing actjvities in the state prior to 
2014; 

16. Upon information and belief, the 80 percent annual "MLR standards could 
result in a potential lack of individual market product availability - and resulting 
market disruption -- for Missouri consumers between now and January 1, 201 4. 

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, whiJe 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, trus _ _.3~0-~---- [day of month] day 
ofJ~f:?£.L [month), 20.!_J_. 

[Notcr,y Seal:] 

NOTARY PUBLIC 

M . . . ~ /JJ f'J.. 20 -y comrrnss1on expues: -r~t:>!Zvl.-=r Zv, ~-



John ~vi. Huft~ Dire-etor 
Department of Insurance, Financial Institutions, and Professional Regjstra1ion 
P.O. Box 690 
Jefferson City, MO 65102 

Dear Direcwr Huff: 

The American Cancer Society Cancer urges that the regulations carefully define Medical Loss 
Ratio ta en.sure that as much speuding as possible by insurers goes to services intended to 
improve patient health rntl1er tJrnn 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 conswners understand the value they are getting for the 
premiums they pay. This strong ru le \J.il l help to ensure that palients are accurately informed 
about the portion of their premiums that are spent on medical care instead of company profits, 
broker commissions or administrative costs. It signifies the start of a critical consumer-education 
process that v.rill finally help people wi th cancer or at ri sk for cancer to make inform e-d dec isions 
about the plans they purchase. 

The current rule mostly adheres to the recommendation made by the National Association of 
Insurance Commissioners (NAJC) and supporte,d 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 nation\\.ide basis, a moYe that 
would have a!Jo\ved 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 v;ithin a given 
~, ate, the regulation ,vill help to reduce the potential for abuse and ensure that consumers receive 
information that is accurate and useful fo r plans in their market. 

Unfortunately, the rule aJso gives a.n exemption to lim ited-coverage health plans, also called 
'mini-med' plans, which v.ill not have to comply wi th the MLR calculation for one year. ACS 
acknowledges that to maintain stability in the insurance market, aJl 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 othe~ise have 
no other coverage alternative. ACS v.ill monitor cooswner experiences and encourage the 
ad.ministration to develop a comprehensive plan to bridge the transition to 201 4, when all plans 
will be required to be in fu ll compliance ,.vith the rule. All families affected by cancer need 
meaningfuJ coverage that \Vi ii guarantee them access to the full spectrum of evidence-based care. 



The American Cancer Society is the leading voice of patients i.I1 the health care debate and is 
work.iog 10 c·nsure that rhe Affordable Care Act is implem ented as strongly as possibk for cancer 
patients, survivors, and caregi·<:ers. 

Please do not he$itat~ to contact me if you have any questions. 

Sincerely, 

Misty Snodgrass 
Legislative/Government Relations Direcror -- Missouri 
2413 Hyde Park Road 
Jefferson City, MO 65 I 09 
573.635.4839 (o) 
5 73.268.9046 (c) 
misty .soodgrass@cancer.org 



Missouri 
Health Advocacy 
ALLIANCE 

Many Vo,ces Onr: MisJ1on. 

December 30, 2010 

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

Via email ro J1ar;, Kempker 

Please accept the follo'wiag comments related to whether the Department of Insurance, Financial 
Regulation and Professional Registration (the Department) should requesl an adjustment to the 
nev~ Medical Loss Ratio standards published in the Federal Register. 75 Fed. Reg. 74864, er 'ieq. 
(December l. ~010) (45 C.F.R. Part 158). The regulations specify that the Secretary of Health 
and Human Services may grant adjustments to M.edicaJ Loss Ratio requirements on a statewide 
basis in certain situations and based on specific information and submiss ions by the state 
insurance regulator. 

These comments are respectfully submitted to the Departmem by the Missouri Health Advocacy 
Alliance. a state"vide organization of about 40 organizations in lv[issouri. The mission of tht: 
Alliance is lo provide a united consumer voice for qualiry, affordable health care ho1ces ir. 
Yiis~ouri. During the past two years, the .,\ Jliance and its members have worked hard to make 
certain mearungful health refom1 was passed by Congress. We joined many comparable 
consumer advocacy organizations throughout the slates and at the national le\'el to make cenain 
the rnedicil loss ratio provisions passed as part of the Affordable Care Act. The meJical loss 
ratio requirements were included m the final biU as a way to begin to change the heal th 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 doUar spent on administrati\'e costs, 
Executive salaries and bonuses. \\'e \\"ant companies to be rewarded who move from the 
business model of selecting and a\'oidiog risk to one of improving care and health outcomes, 
while keeping costs dov.'Il. 

Once the- ACA passed, consumer groups again fought for a strong regulation detinjng. the MLR 
pro\. isions in the proposed reguJation which v.-as de\·eloped by the 1':ationaJ Association of 
Insurance Commissioners. The insurance indu-try sought to weaken the \ 11LR requirements 
throughout the ~AJC process, bUl consumer groups worked to maintain our posi tion that 
premium dollars should be spent on health and health care . . A.s the Department staff knows. in 

t.>OE EaH Cac,itol t..v~ 
;el ':'rs.:1·1 Cn, r,iO 65!-01 
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the final plenary meeting, the NAfC voted unanimously to approve the proposed ML R regulation 
that was sent to HHS. 

Now insurers in Missouri seek to delay the changes the 11LR requirements represent by asking 
the Department to seek and adjustment from HHS. The regulations allow for sue~ an adjustment 
to the \11LR for the individual market only, if the department fi nds that the market w ill be 
des1abilized "''rith full implementation of the 80% ratio. But the regulation and HHS re.quire 
certain information and plans from states w ho seek such adj ustments. 

The Department has asked the carriers for the infonnation it needs to determine wheiher a 
destabilization in the individual market would occur. The Department held a hearing on 
December 28, 20 I 0, in another anempt to obtain the data it needs. OnJy one carrier testified and 
did not at tha t ti.me submit the necessary information. 

Tbe AIUaace wooJd like to sta te for tbe record that w e believe an adjustment is not 
warranted at this time, tb21t carriers bave not provided adequate information for the 
departm ent to decide otb.eraise, and ,H would request that the Department decline to 
request an adjustment in the MLR from HHS, unless and until carriers present s ufficient 
data and i.oformation to cause the depa rtment to be li eve that the market will be 
dest.abiJi.zed without the adjustment. If such data is presented by the carriers, the Alliance 
requests that tbe data be made available to the public so that it can be examined and 
scrutinized. 

We belie,·e the adjustment is not warranted at this ti.me for three reasons: 

l. Accommodations to ensure continued access to coverage by consumers has already 
been pot into the existing regulation; 

2. The process by which the ~R requi.rements 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 incentivize insurers to move to a business 
mode) that spends more of the premium dollar on patient care, improving health 
outcomes, and improving the qua Iii)· of health care. 

506 East Cap,t;:1 t...,e 
Je-tfersor Ci~y f1. ' 0 631 01 

Phone· 5 73.u,:. .: S8JO 

Fa> . S73.€3J.~553 
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l. Accommodations to ensure cootinued ac.cess to coverage by consumers bas al ready been 
put into tbe e~isting regulation. 

In order to guard against market destabilization, the Affordable Care Act stipulates that the 
reponing requiremeots and methodologies fo r calculating the medjcal Joss ratio ··be designed to 

take into account the special circtunstances of small plans, different 1ypes of plans. and new 
plans."' 

Adjusiroents for Smaller Plans. 

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

c: An insurer with I ,000 to 75.000 people enrolled for an entire calendar year is 
considered to have "partially credible'' experience, and, accord ingly, the regulation adds 
a ··credibility adjustment'' to its medical loss ratio. 

o An insurer v..ith 7 5.000 or more people enrolled in a plan for an entire calendar year is 
considered to have '·fuJiy credible" experience and \\ill pay rebates based on its acrual 
medical Joss ratio without any cred.i bi l.iry adjusunenc. 

The NAIC commissioned an extensive analysis by a well-knov:n national acruarial c1 .. rnsul ring 
firm. and relied on these fllldi.ngs to develop its credibil il)' adjustment calculation. 

By our research ic appears that just shy of half of the MLssouri market covers less than 75000 
lives and will recei, e some son of an adjusnnent and that the only company that will be ··fuJ Jy 
credible·· under trus regulation is Healthy Alliance, a subsidiary of WeUpoinc. Wellpoint is a 
well capitalized and highly profi table ptiblic traded company vtith an estimated market 
capitalization of $22.5 biJlion dollars and showing retained earnings of SI 0.5 billion dollars on 
irs last quarterly repon of September 20 l 0. Absent more data provided to the Depanment, it is 
difficult to see that ~ ·ellpoint paying rebates. spending more on health care., or decreasing 
adn1inistrative costs to meet the !v1RL would result in market destabili zation in Iv!i ·souri. 

Barriers to Entry fo r ;\iewer Plans. 

Some industry representati, es ha\'i:! wgue<l that the MLR creates a ··barrier to ent ry·· 
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 impac-t by 
allov .. ·ing newer plans an adjustment. Consistent v.sitb NAJC recommendations, certain insurers 
that have newl) joined the insurance market may be able to dday reporting thei r medical Joss 
ratio until the nex t ) ear . . Allowing insurance companies to defer reporting newer business 
reduces barriers to market enu-y by reducing the risk of failing to meet the .M LR standard and 
haYing to pay a rebate. 
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Missouri 
Health Adyocacy 
ALLIANCE 

Many Voices. One Mission. 

2. The Process by which the lVU,R provisions were developed was pubLic, researched 
and unanimously accepted by the NAJC and approved by HHS. 

Congress asked the National Association of Insunrnce Commissioners. a nonprofit organization 
representing the nation 's s1ate and territorial insurance commissioners, to -<establish uniform 
defi nitions of the [MLR activities] and standardized methodologies for calculating measures for 
such activities." Section 2718 of the ACA requires HHS to '·cern fy' · tl1e NA.JC 
recommendations. 

Given the NA.IC's expertise in insurance regulation, the NA.IC was a natural partner fo r HHS in 
taking on this complex task. The NAIC promptly appointed t\:vo working groups to draft its 
respoose. One group, headed up by Lou Fel ice of New York, was given the task of devising a 
form for insurers to use to report the components of the ?v1LR. This group was responsible for 
drafting the defin itions to be used for the reports, including the definition of ··quality 
improvement activities." A second group, he:ided by Steven Ostlund of Alabama, was asked to 
establ ish the methodologies to be used for calculating the Ml Rs. Both groups hosted conference 
calls up to twice a week and lasting for one to two hours, wbjch reportedly sometimes involved 
several hundred regulators and "interested parties.n The ''form" group finis:1ed fi rst, 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 deviserl (which incorporated 
lhe earlier approved definitions) was approved unanimously, after considerable debate, by 
the NAlC at its October meeting. The rule then went to HHS for its certi fication. 

This process was open and public wi th many opporn..lillties for industry input . 

3.Tbe Purpose of the MLR Provision is to iocentivize insurers to move to a business model 
that spends more of the premium dollar on patient care, improving health outcomes, aod 
tbe improving the quality of health care. 

ln a Lener to Commissioner Jane Cline, President of the National Association of Insurance 
Commissioners, dated May 7. 20 l 0, Sena1or Jay Rockefe ller, chair of the Senate Commerce 
Comminee, made clear the purpose and ink .nt er.is provision of the law. Below is a quote from 
that lener: 
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Letter to Jane L. Cline 
May 7, 2010 

f\.1issouri 
Health Advocacy 
ALLIANCE 

Many Voices. One Mission. 

Data analyzed by the Senate Commerce Com.mjttee stafT and others show that m?.nv 
insurers already meet the newly established medical loss ratio requirements in the grouo ~ d 
indi vidual markets that go into effect oext January. But the data aJso show that in-sorn~ markets 
and some product lines, insurers are oot yet meeting the new requirements. 2 The purpose of the 
legislation is to provide health insurance companies faJling below lhe requiJerneots a n~w 
incentive to spend more of every premi11.'1l dollar on patient care and the quality of that care. To 
the extent insurers t.ry to invent ways to "game" the minimum medical loss ratio requirement 
wi1hout changing their actual business p:actices, they are defeal ing 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 All.iance reminds the Deparuuem that the 
Medical Loss Ratio was pm into the Affordable Care Act as a response to conswner coocems 
that insurance companies spend too many premium dollars on administrative costs, including 
executive bonuses, etc. while not spending enough on acmal health care and health improvement. 
At a time when heaJth insurance premiums continue to rise exponentially, consumers will no 
longer tolerate inefficiencies, high administrative costs, and large executive bonuses and s-al aries. 
Consumer groups know rhat Medicaid and M~dicare operate with far less administrative costs 
than private insurance. We know there are ways to cut administrative costs and change business 
models to be more efficient and produce better health outcomes. Conswners fought for chang~s 
in the health care system ihat wilJ reward insurance companies which improve beaJth outcomes 
and decrease costs. No longer will we reward companies which avoid and select r:isk as a way of 
making their profi t. Insurers must now develop these new business models and the J\.1LR 
requirement sets the stage for that and provides the incentives, witho ut micromanaging bow the 
companies meet the ratio. 

The .AJliance 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 OD real data and doilars1 nor 
OD general st:nemeots of carriers. We are counting on the regulators to obtain the data, analyze 
it, and do what is right fo r ?\lLssouri 's marketplace. Wi thout such real data supplied and 
analyzed, companies should be required to meet the new MLR standards without an adjustment. 

Respectfully subrnined, 

Andrea J. Routh 
Executive Direc tor 
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December 30, 20 l 0 

Mr. John M. Huff 
Director 

Aetna 
6901 G en iMge Dnve 
Austin, Texas 78731 

Shannon P. Meroney 
Senior Manager, 
Stale Government Relauons 
Law & Regulatory Affairs 
Email meroneys@aetna corr 
Phone: (512) 241-0577 
Cell (512) 731-6015 
Fax: (860) 975-SD57 

Dep;,i.;,tment of lnsuraoce, financial 1.ns~itutions ::.::J Professional Registration 
PO Box 6~i0 
Jeffer;:;ou Ciy, MO 6~ I 02 

Re: Written Comments to December 28. 2010 - PUBLIC HEARING - MEDICAL LOSS RATIO IN 

INDIVIDUAL MARKET 

Dear Duector 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 states, 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 90% 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.ii 

The market reforms outlined in the Affordable Care 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 group markets during the transition 
because: 



• Most of these products were priced and sold prror to the new MLR rules thus making 
a "cold turkey" conversion challenging for the market 10 absorb . These products still 
carry the same administrative requirements associated w ith underwriting. rating and 
distributions -with many insurers involved w ith 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 Act. 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 initiatives 
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 period because of the federally mandated -
and previously scheduled - adoption of a new cod ing system called ICD-10, thus 
complicating even more our efforts to reduce administrative costs. 

Common sense pract ical application of health care reform is cri tical as 1s 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 oth2r statutory provisions. Until then, Aetna urges Missouri to 
seek federal permission to s,owiy ;:>hase-in these requirements . 

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

incerely, 

Shannon Phillips ~1erone} 

1[ij Govemr-.enl Accountability Office. 'Pnvate Health lnsuran<:e 2006 Survey Results on Number ar,:: Mar Ket Share of Carriers 1n the 
Small Groop Heatth Insurance Market," February 20:>;t 
11[ii] NAIC unau:>lled 1nforma1ton 2009 




