
August 1,2011 

Mr. John :\1. Huff 
Director 
Missouri Department of Insurance 
301 West High St., Room 530 
P.O. Box 690 
Jefferson City, MO 65101 

Re: :MLR Adjustment 

Dear Director Huff, 

RECEi\/ED 
AUG O 8 2011 

I hope you are doing ,veil. I am sure that you currently have your hands full, v,ith the 
rolling out o:the new PPACA reform changes. V.,Te recently fornrarded the results of 
your MLR survey to your office on July 1 si. From what we have been able to gather thus 
far, it doesn't appear that Missouri has made a final decision in regard to the filing of an 
MLR adjustment and we would like to ask that you take into consideration the following 
facts in making your final decision. 

United Security Life and Health Insurance Company strongly beUeves that an MLR 
adjusonent is needed to avoid significant disruptioa to the individual comprehensive 
major medical market in Missouri. 

The insurance exchanges will not be available and functional until January I, 2014. Cntil 
then. large carriers ,vill continue to underwrite and decline risks that they are nor v.illing 
to take. Small carriers have been in the marketplace taking those risks and providing a 
valuable service for those individuals who would otherwise not have comprehensive 
medical coverage. 

~fany small carriers v..ill opt out of the marketplace at an 80% MLR without gradual 
phase-ins over four years. Agent commission contracts> network discount contracts, and 
numerous vendor contracts were set for lower than 80% loss ratios. These contracts have 
to be honored :or the renewal years 1011 - 2013 when the mandated ~R is now 80%. 
Losses v.ill certainly develop with no opportunity to get those losses back. 

Having small carriers leave the mark.et place ·will result in significant policyholder 
disruption as those with pre-exiting conditions will lose coverage and not be able to 
replace it until 2014, and others may be forced to change from their cur:-ent nenvork 
doctors, wbile losing their year-to-date deductible and coinsurance accumulations they·ve 
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already paid into. The policyholders of small carriers typically work closely with their 
independent insurance agents to obtain the best possible coverage for their personal needs 
within their geographical areas based on the hospitals and doctors within their current 
network. Independent agents are being driven out of the marketplace at the exact time 
they 'Will be most needed. This "will be very disruptive to the consumer. I am attaching 
some interesting articles for your review which I believe provides some surprising 
information in regard to the impact the MLR restrictions will have on companies. 

United Security Life and Health respectfully asks that Missouri petition the HHS for an 
adjustment from the MLR requirement in its current form. and at the very least, propose a 
phase-in loss ratio of 65%, 70%, 75% and 80%. 

Thank you for your consideration. 

Sincerely, / ~ 

~(j· 
Sandra J. Horn 
President 
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Healthwatch }~ 
1lIE fULL'S Healthcare Blog · j • Insurance agents say MLR rules create 'desperate' situation 

8" Sa. rn Bake- - -

The cost and qua lit) or healthcare" il l get worse because of healthcare reform rules tl1 at let the fo<lern 
go, emment re, te'n raies and sel limits on hou- in~ur-ance comnanics spcM their mone~. small lii..sinesses 
and insurance c.:{;ents said Thursda~. 

Employers and agents are particular!~ conce-ned about ru es 1h01 say insurers cnn on!) put 20 percent of their 
re, enues toward profit and administrat,, e expenses. :\gems and brokers want their commission~ lo be caned 
out of ctle definition of admm,s1ra1ive co:.ts. Without that change the) fear insurers will squeeze brot..cr 
commissions in order Lo free up money for other uses. 

Agents and brokers are facing a ··desperate economic situation" because of 1he requu-c:ments. said Janet 
Traurwein. chief exeeuti\e of the ~nti:1nal Associ:ition of He:.iltl- L ndemnterc;. he test fled Thursda) ~r~ re 
.he House Energ) and Commerce Health <:.uocommi:.iee. 

Witnesses said the restrictions on spending -1,.ncm n as the medica l loss ra1i0 - \\ ill ultimarcl:,, misc Cl~st, 
and reduce options for consumers. The l\1LR represents a ··significant mO\e toward gO\ emment 
micromanagcMent of health ins..1rance.'' Ln \ ersil) f Penns) 1\ an1a professor Scott Harrington said. 

He added that the tv1LR rules "distort insurers· inccnthes '"or ,egitimale buc;iness decisions:· 

Rep. Mike Rogers (R-\1ich.) has sponsored a bill to c,cude bh,kers· commissioPs from ins.rrers· 
calcula1ions T ..... ul'\,eh test 'led Thu~d3) that because :1gents are mostl) se f-errplo~cd and arc hired h) 
consumers. ralher lhan insurance carr;ers. their commis::.1ons shouldn ·1 oe considered adminismuh-c 
expenses. 

Rep. Hen!") \.\"3xman (D-Ca ·o sa'd brokers provide a, aluable c;;;:n ice bu·. i.l1a· c.1n ing ou: their 
commissions·· n effect ncans increasing pr.:miu...,..s and O\erhead e'.\pcru.e!> for ~ ie u.'11:--umcr. ·· 

TI,e '\ational Association of Insurance Commissioners is debating~ helher to endorse the Rogers bil I. 

Three stales - Maine. '\c!\ ada and 1'e"" Hampshire - ha, e rece,, ed adjustments from 1hc \1LR rJ l.:s The 
heallhcare la\\ requires "lsure•s to spend SO per:ent of 1heir re,enues on medi~I coru out lt.·L-, HHS m,1dif} 
that standard if mposing i: 1mmedia1cl) \.\Ould destahilize 1he SU1h:·s insurance marke1. 

~urce: 
h ;,., thch dl.cu·1, 'hlog. ... ~w:iltlm :u.:h h .:::i lth-r...r~mn-1mpl.:m.:ma1 i '" IM 5(1 l . 111!<.ur:111.:-n i .'llh· ',;I~ - ·1'r-ru ._.,. 
crca1e-,.k:-p.:r.it(:-.,ili.:ati,m 

The contents of • h s site are 2=! 1 ".:api tof Hrll PubltSh 119 Ct> p ,1 :,li di.'lry ol N"W"' Cc n w'l c.s Inc 

hup: 1behill.cor:-Jhlogs.·l1eahJ1v,;arc1c hc:ilth-reform-implernemationf I 6..t503-insurane-agt·nts... 6 3/2u I 
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Health insurance agents across the nahon seem to be asking one question: Whal 
happened lo my commissions? 

After the medical loss ratio provision if the Affordable Care Act wern into effect 
commissions across lhe counlt'y were slashed leaving many agents wondering w:1efher 
they were in the rignt business Meanwhile, ronsww.!rs. t,ini<ing that the government 
was about to swOOtJ m wi1h a new health rnsurance plan sbted awa} from agents and 
held ollt for the fiX they hoped was coming 

Agent Sales Joumafs 20· 1 Health Market Study. Q.,ducled ,n partnership With the 
National Associa!Jon of Heafth Underwriters, snows how !hese very real concams have 
changed U,e market Agents are making less ano selling less facing new challenges 
and for the first time since ASJ s:aned the sludy in 2007. they' re not optimistic aoout the 
Mure. 

Product saJes and market outlook 

As the Afio-dab!e Care Act conbnues 10 be t17'plemented brl b)' brt. many agents are 
being forced to shift lhetr market focus. And while 1nd1v!dual maJor med1eal sldl rra1ees up 
a s,gn1fican1 portion of their sales (76 pe.rcanli products llke Medlgap {55 percent) and 
long-term care insurance (45 percent) are receiving increased attention as agents 
expand their product lines 

NEW l()\Ver'Rates ori 
AG Select-a-Temr 
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"I plan lo move inlo the Medicare supp emenl ous1ness ~n the next 12 months] and here 
to establish an 'Obama-proof market for my business: saio an 1ndepenoent agent from 
Plano, Texas Who saw business oecrease in the pasl yaar 

This agent isn't alone In the past 12 months 34 percent of agents saw their new 
lndrvidua1 hea th Insurance business fall and another 34 percent reported that it 
remained the same. 

In light of this, Ifs no surprise tnat agents are becoming less opum1sbc about the future of 
lne business· The percentage expecting a substantial increase in sales in the next year 
has faller, an average of 8 percentage points since 2007, while the percentage oi agents 
e);pectrng a decrease in their sales has increased 16 percent from 2010 to 201 1 
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Overcoming challenges 

» Do,.,..._ll>IMW1iodnl..a.b 
c:=1-s('lbdllo_c:an,,cu, The percerved cos! of health care is sltll a ma1or 

challenge for insurance agents; 47 percent ::>f 
respondents cited ii as their ta;i chaUe,ge when selling 
heallh policies 

Janet Trautwein, NAHU's CEO, thinks lnis ts mosUy a 
communication issue. though. 

"Coverage is actually el(pens1ve, but ::henls may not 
understand wny it is expensive.' sne said "Health 
insurance is exoens,ve because health care 1s expensive 
We don t ask e'1:ougn questions, we don't know hOY.• 
much a health seNice costs rn advance. o,e of the 
things agents can do is talk la tneir clients ·about what IS 
in their control.· 

Another big challenge to· insurance agents 1s rate 
1rcreases likely caused by the Affordable Care Act (38 

oercent) Troy Bangs owner of Lake Travis lrisurance and ;:::inancial Seiv1ces. said U1 

g;neral rates have gone up. mainly as a result of several components of riealth care 
reform. u,cluding hmits on cost-shanog on preventabve and on lifetime maximums Some 
carriers haven't increasM their rates. h<l'Never and Bangs said agents could seek oul 
carriers who are keeping them more stable. But unfortunately, rate increases are part of 
the health insurance mark.el nght now 

Other obstacles that agents fa::e mclude a rarige of issues· some ong.stand1ng. others 
m::>re recent d ierrts aren't qualified oecause of too many health proolems (36 percent): 
d"ifficult underwriting (29 percem); ano the uncertainty of heafth care reform (20 percent) 

ACA; Making business more difficult 

-:"l":;;:I~ -

~EW lower~Rates on 
=- AG Select.:-a;Teirrf 

Amerie4n Generaf Life~ 
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V'Jhen health care refo-m was first umodu:::ed many agents agreed that some type or 
change :ould be good for the health insurance mduS1fY In 2D10 when ASJ asked, ·0o 
you support health care reform?' 87 percent of agents S3id that they did (though 8 
percent said they would support reform 1r a aifferenl fo<m.J This yea·, that number 
dropped a staggering 35 percent to 52 percenL with 1ust 3 percent of agents supporting 
the legislation in its currant iorm. 

The reason for this aramahc oecline likery has a lot lo do v11Lh a massive decline m 
commi.ss1ons aves- the past year Flfty percent of agents received lower comm1ss1ons 
from at least 70 percent of their individual ma1or IT'edicaf ca"ief's, and 1A percent said 
their-aecrease nas been 50 percent or more (46 oercent report.ed comm1ss1on cuts of 10-
49 percent}. Largely, these frightening numbers siem from lhe new medical loss ratlo 
mandate 

·Medical loss ratio was pretty much a job kille1 ior agent&.• Trauiwefn said "It smd that 
"leatlh insurance policies in !JOlh the tntliv1dua, and small group marl<els would be subject 
to tight rules as to what portmn could be spem on cia1ms and medical and what pomon 
could ':le scent on administration costs ..• So l11e immediate result •...-as that, ovemighL 
agents' commfss1ons war.! cut • 

51-'D'!. 

···'°" 

ti-ICC% 

l'osl Your C.ommt·nts 

' ' Med'ac:al loss ratio wu pretty much.._ job 1rmer 
for agents. It.said chat health insurance policies 
ln both the lodivklual and sma.11 group m:irkct. 

would be subject to tight rules as tc wb.tt portion 
COllld be Sf)l!'nt on claims and medical and 

what po:rtion could be spent on admlnbtndon 
costs - So the &nmecliate rcwlt w:u that, 
ovcn,igltt. agcnn• c::omm~ were cu~ 

- J,motTraucwein, CEO, NAHU' ' 
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Trautwein said NAHU is worlo'"lg with the department of rleallh and Human Serv,c~ an~ 
the: t.iAIC to modify the <egulaUons so they're fairer to agents, and she's been happy with 
the neadway they've made so far. SUI!, NAHU d1dn t wa'lt to wan on the comm1sS1oners 
to act. so lhey started lobbying on lneir own. a,d cunently have a bm wo1<ing with 45 co
sponso·s m the House, which wlll subtract agent cornmisslOlls from the medical toss 
ratio 

In the meantime. however a l this commission-slashing means that many agents are 
moving away from mdJVJoual health insurance sales and expanding mto fields they mignt 
no! have explored otherwise 
With !he new AC.t... regulallons and decreaseo commissions, 1,e labor and resources 
involved in wri!ing individual products rs simply not worth !he effort (not lo rienbon the 
liability).· said an agenr from Me,aine. La. 

Bangs noled that his insurance pracnce has started to expand m order to make up for 
the deficit caused by the ACA 

'Anytime you experience a 50 percent dent in your commissions. rt's hard to rebwld that 
cash How, and you have ro do rt through more busme:ss or new products • Bangs sa,d. 
·vou JUS\ have to understand other needs clients have, whe:her it's long-term care or life 
insurance . spe:ifically iot 20i 1, we re foCUSJng more on the sernor market - Medicare 
Advantage and Medicare supplement.· 

But not everyone is feeling the pinch Travis Middleton. president of Trade11ark 
Insurance Agency and treasurer of lhe Texas Assooat1ori of Health Under.vnters. said 
most of the changes he's felt from the ACA have been internal Most companies have 
had to focus on repo51liomrig themselves in Ille market and usirig more electronic 
communications. And while thal's not ideal. he doesn't think it's been too detriffi9nta. 

American General lilt'~. 
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Health savings accounts: The wave or the fu ttJre? 

Trautwein said U-.at, when the ACA first oassed, many people thought consumer-<hven 
health products and health savings accoun1s would disappear Bui in 1he last few years, 
:he products have only increased 1n popularity 

'Peop1e like them.• she said. "They find them affordable, they like the tax '""vmgs 
associated with the account. and lh~y !Jke the ability lo .save for the future • 

Aru:l while health savings accounts haven't ne:essanly become any more popular :,ver 
the past year they haven't lost sales, eflher Mostly the product 1s rerna1r11ng 
conSJSlently po,:,utar. wrtn <16 percent of agents repomng that their HSA sales remained 
the same. Even better. It see.ms that HSA unoerslandhg is increasing, as weU. las! year 
57 percent or agents reported that their clients found HSAs alfficull t-0 understand This 
year, that ,umber dropped to AA pe·cent 

M"iddleton said one of lhe raasons HSAs are so popular ts because the~· put health care 
into the hands of lhe policyholder 

·11 makes your health care easier ro handle a,d easier to use.· he said "And rve got 
people who ve been usmg HSAs 10 years or more ano have substantral money saved rn 
their HSAs. Those oeople are very napoy wllh it • 

This d:)S!sn' t mean however, that the product ,s problem-free - raulwe1n said that the 
prov1s1:>n limiting deouctibles on hSA plans could hurt small husrrresses if it's not 
repealed, because tne busmess owners have to offset the :;ost of the deouctible or fmd 
another plan. 

Additionally the restncuons on fle>..'ible spending accounts l'laVe oeen wary unoopular 
The first cha'1ge is that FSAs can no longer be used to purchase over-the-counter 
medicallons . ant! the second lunits the amount that can be added to the FSA to S2 500. 

• 1 know a lot of emoloyees would like those twJ provisions to change, but I m no· sure 
they're going anywhere • T raut.wem said 

Study Methodology 

I~ February 2011 . Agents Sales Journal partnered with tne National Assoctatton o' 
Health Un1erwnters to sll!Vey fice,ised insurance professionals across Irie country about 
Lhei ; exoeriences In the health insurance mao.eL The na'Tles were randon,ly selected 
from Agent Medra's propnetary database of health insurance agents.' Producers were 
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invited via email lo taire the survey 

·Editors note Agent Media owns Target Agenl L.Jsls. a propnetary database of nnancial 
services profess10nals lhat mcJudes 1.8 mi1hon hcensed IJ/e, health and annwty agents . 
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. MoNITOR 

Uncle Sam's meddling in health insurance 
rates is wrong and will hurt consumers 
The US Department of Health and Human Services is trying to bully or shame health 
insurers into reducing their rate increases. The problem is that the federal government has 
no legal authority to regulate health insurance rates and doing say may actually drive 

pnces up . 

By La-wTence H . .Mire] / June 13, 2011 

Washington 

On May 19, the US Depamnent of Health and Human Services (HHS) issued a final 
regulation requiring thar, starting on Sept. 1, 2011 , health insurers filing for an 
"unreasonable" rate increase - name]y one that exceeds 10 percent - must publicly justify 
their proposal, so that "consumers [ will] know why they are paying the rates that they 
are." 

The problem is that the federal government has no legal authority to reQ'Ulate health 
insurance rates. Insurance, including health insurance, is regulated by the states. The 
McCarran-Ferguson Act. which preserves the principle of state regulation of insmance, 
was not amended by the Patient Protection and Affordable Care Act, the law under which 
the new rule on health insurance rates was issued So what is going on here? With no 
regulatory authority at all, HHS is trying to bully or shame health insurers into reducing 
their rate increases. The whole effort is an incredible exercise in chutzpah. 

The fact sheet put out by HHS to explain the new regulation claims that ":Many times 
insurance companies have been able to raise rates without explaining their actions to 
regulators or the public or justifying their reasons for their high premiums." In fact, in 
most instances, health insurers do have to justify rate increases to their state regulators, 
by providing actuarial data that can be revi ewed by the state regulator' s actuaries. 

One can question why, in a competitive market (and health insurance is highly 
competitive in most pans of the country), private companies should have to justify rates 
ar all. Health insurance is not a public utility (at least not yet, although that seems to be 



the direction it is headed). Auto manufacturers don't have to justify rate increases to a 
government agency. Makers of washing machines don't have to. Why insurers? Oil 
companies are starting to face the same kinds of questions regarding gasoline prices at the 
pump, even though there is no evidence that gasoline prices are not highly competitive. 

Who defines an 'unreasonable' rate? 

But even ifwe accept the need to regulate prices for instrrance - and there are some good 
arguments for doing so, given the complex and intangible nature of the product - states 
do that already. Under the laws of most, if not all, states, rate increases that are not 
actuarially justified can be denied or rolled back. What HHS seems to be saying is that 
even if rate increases can be actuarially justified, insurers can not use them if they are 
"unreasonable." Where does that authority come from? Who determines what is 
"unreasonable?" Is a 10 percent increase unreasonable per se? 

Even though there is no statutory authority for the federal government to deny or roll 
back health insurance rates, the effort being mounted by HHS will probably work, at least 
in the short term. Indeed, it is already having some effect, as some state regulators are 
denying rate increases for being unreasonable even if they are actuarially justified. Some 
companies are voluntarily forgoing rate increases that they would have sought previously. 

Of course, there is a limit to what can be done by persuasion and publicity alone. Health 
insurers may simply go out of business if they can't make what they consider to be a 
reasonable profit. Already there is substantial consolidation in the industry as the large 
commercial health insurers - which are very efficient operations - are buying up or 
driving out of business their smaller or nonprofit competitors. That trend will continue 
and accelerate, so that eventually there will be only a handful of health insurers in the 
market 

At that poinr, it may indeed become necessary for government to step in and deal with the 
remaining companies as if they are public utilities. The HHS argument, then, becomes a 
self-fo lfi)Jjng prophecy. 

The causes of high insurance 

Missing from the new HHS regulation is any discussion of whv the cost of he.al th 
insurance keeos goinQ up so fast Some of it, of course, is due to the widespread usage of 
very expensive new techniques for keeping alive, at great expense, people who would 
have died in earlier years. Everything from organ transplants to kidney dialysis to drug 
treatment for HIV is expensive not only to perform but also results in very expensive 
long-term recovery and maintenance costs. 

Some is also due to overusage of medical services by people who are paying only a 
fraction of the real cost of their care, or overprescribing by physicians who are concerned 



about being sued for malpractice or who don't want to tell their patients that the drugs 
they have seen advertised on television will not help them. 

Some is due to our inability as a society to say that one treatment may be better and more 
effective than another, or that some providers do a better job than others. Instead we let 
virtually all proposed treatments and providers be advertised and made available to 
everyone, regardless of cost or relative effectiveness. 

There is undoubtedly some "faf' in the insurance system. But the bottom line is that 
insurance really is simply a mechanism for paying costs, and unless the costs of the 
services paid for by insurers are controlled or reduced, there is only so much that can be 
gained by squeezing the insurance companies. 

It will be very interesting to see bow much pushback HHS gets from these new rules, 
how effective they v.iill be, and how insurers targeted and "exposed" by HHS will react. I 
predict that they will find other ways to remain profitable or they will go out of business. 
Either road will not do much to improve our health-care system and may actually make 
things worse. · 

Lawrence H Mire/ is a parrner at Wilev Rein UP in Washington and heads the firm's 
Insurance Regulation & Legislation Group. He is rhe former Commissioner of Insurance, 
Securities and Banking for the District o(Columbia and has been tmolved in insurance 
matters for more than 3 0 years. 



UPENN PROFESSOR TESTIMONY ON HEAL TH PLANS' PROFITS, 
RATE REVIEW AND MLR 
Posted oo June 2. 2011 by A;-!JP Coverage 

The House Energy & Commerce Health Subcommittee's hearing on the health care law's regulations' 

impact on maintaining coverage and joos included testimony from several outside experts. Janel Trautwein, 

representing the broker and agent community, submitted testimony regarding the imoact of the MLR on 

agents and brokers; Edward Fensholt of Lockton Companies, a priva1ely held insurance brokerage and 

consulting company, testified about the arandfathering provisions: and lastly, Scott Hanington, a professor 

from The Wharton School, argued about the negative impacts of the rate review and MLR provisions on 

consumers. 

Harrington's testimony also induded some important fact checking about health plans' profits and 

administrative costs. We have induded highlights of his testimony below, and you can read his full 

testimony here. 

• "The PPACA's rate review and MLR provisions represent costly, bureaucratic interference ... that 

will do little to enhance competition m health insurance markets and the availability and affordability of 

health insurance: 

• "The rate review provisions and their implementation will not enhance consumer choice or lower 

premiums ... • 

• "The MLR provisions will ... destabilize some states· markets. and could reduce incentives for 

certain beneficial innovations in coverage and payment.· 

• • .. . aggregate data do not support the notion that health insurers' expenses and profits are major 

drivers of high and rapidly growing health insurance premiums: 

• ·According to National Health Expenditure (NHE) data, the projected 'net cost' of private health 

insurance (premiums less benefits, including for self-funoed plans) for 2010 was $96.4 billion, 

representing 11 .6 percent of $829.3 billion in projected expenditures for private health insurance and 

3.8 percent of $2,569.6 billJon in projected total health care expenditures: 

• "The estimated MLR for all private health insurance (ratio of medical benefits to rota! premiums, 

including premium equivalents for self-funded plans) has averaged B7.8 percent since 1965, with little or 

no trend." 

• "Health insurers' profit margins typically average about 3-5 percent of revenues.• 



• "Expense and profit data reported to state insurance regulators during 2006-2009 indicate that 

aggregate MLRs ranged from 85 lo 88 percent for aJI insured coverage 0nduding Medicare supplement 

and Medicare Advantage plans) and from 83 to 87 percent for comprehensive major medical coverage." 

• "The limited antitrust exemption for the 'business of insurance' has rmle effect on health insurers; 

there is no evidence that II has raised prices, profits, or marf(et concentration." 

• "The rate review provisions will further politict2e health insurance pricing. They will not enhance 

consumer choice, increase quality, or lower costs." 

• "Market Destabilization and waivers. Section 2718's implementation could destabilize markets in 

numerous states, especially for individual coverage. The NAIC leadership expressed concern to 

Secretary Sebelius of possible destabilization, including potential effects on premiums, insurer solvency, 

the number of insurers marketing produas, consumers' abiuty to find coverage shouJd their carrier leave 

the state, benefits and cost sharing of existing products, and consumers' access to agents and brokers. 

It urged the Secretary to consider a transition period for implementation and for deference to waiver 

requests. HHS has thus far granted waivers to three states." 

• • ... the minimum MLR rules will likely deter some innovation to develop new coverage 

arrangements, more cost-efficient provider networks, and information to guide consumer choice, 

including evidence on medically and cost-effective care.• 

• • ... the MLR requirements will also likely discourage some coverage designs that could lower 

premiums but involve relatively high nonmedical costs in relation to insured benefits, such as certain 

high-deducbble plans. They could discourage potential innovations in coverage design and managed 

care that might require a lower MLR in conjunction with lower premiums and better value for buyers. 

They could cause some plans lo contract witn narrower provider networks and/or enter into 

arrangements shifting more administration to providers." 
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May 31, 2011 

House t o Hold MLR Hearing with NAHU Witness 

NAHJ ,s very ;:,leased to announce that our CEO Janel Trautwein rias 
been asked lo testify al ~~Quse.Er::iergy and Commerce Comm1ttee·s 
Health Subco-nm1tte(h~arrng on Thursday entitled PPACA s Effec;s on 
Marnta1rnng Health Coverage and Jobs A Review of toe Health Care 
Law's Regulatory Buroen • 

Tha purpose of tne heanng 1s to examine the impact of ma1or rules issued 
by the Department of Health and Human Services ,mplementtnJ the 
Paueot Protecilon and Affordable Care Act (.Pl?ACA) and..!be Health Care 
and Educalton Reconc1hatcn.Act of2D.1.0.-mcludmg the med1ca loss ratio 
requTrenients. Janet will testify on behalf ofthe assoc1cft1on about the 

--~ _..., severenn.anc1aT1mpact the MLR requirements have had on 11dependent 
- - _ :.C..., __ a.9en1s_and,.bmkers She will also soeak in support of H R 1206. the 

•· b1part1san legsslahon introduced oy congressmen Mike Rogers (R-lvll) and 
John Barrow (D-GA) lo remove independent agem and oroker 
reriunerat1on from the MLR calculation entirely 

IN THIS tSSUE 

~ House to Hold MLR 
Hearing with NAHU 
Wrmess 

e- The Federal Pre-Existing 
Condition Insurance Plan 
(PCIP) Announces -hat II 
Wilt Start Paying Agents 
and Brokers 

, Budget Ba!Ue StUI 
Dornlnales Nariona Heatlh 
Policy OiSCUSS100 

t Senator Hatch Introduces 
Leg•slallon to Improve HSA 
Access and Expand Small 
Business Coverage 
Options 

• ?PACA Constituhoral 
Challenge Update 

TOOLS 

.. E-mail the Editor 

<( Visrt the NAHU Website 

.- Printer Friendly Version 

Tha House heanng on MLR and other detrimental PPACA rules was 
an'1ounced just following the release of the National Assoetat,on of 
Insurance Comm1ss1oners' (NAIC} study 011 the 1mpacl rhe MLR has had 
on prodlJcer commissions and consumer access to health insurance 
agents and brokers The report concluded that there was no s1grnficant 
change to agent and broker comm1ss1ors untll Janua'Y 1 2011. t'"le date 
the MLR became effective .l\t lhat time. a s1gn1ficant number of health 
hsurance earners nationwide reduced corim1sSJons. partrcularly first-year 
commissions 1n the md1v1dual and small gro:;p markels The report also 
examined 2010 prem1u111 data reported by trie earners and attempted to 
estimate 1fthe MLR rules had baen in effect in 2010 what came, rebates 
might nave bee, ii agem ano broker comm1ss1ons were included tr the 
MLR calculation partially mc'u::led or completely excluded The data 
showeo that the majority of American insurance consumers would 
receive no rebate at all. u nder the most dramatic of scenanos. Lsmg the 
imperfect data. :he h1ghes1 a rebate rec1p1ent would potenuaHy receive 
would be $8_09 a month That reoate amount would appty lo 
approximately one r-iillton ind1v1dual health insurance market 
consumers Those wrth group coverage who m1ghr have been eligible for 
a reoate would have received betwaen S 1 10-$2. 10 a "lonth to be spit; 
with their employer based on the employer contribution percentage 

It 1s NAhU's view that agents and orokers. rhrougr their advice and 
counsel in oesigrnng effective benefit plans. a,,swer ng consu,,.,e< 
quesbons, helphg to process claims and handflng countless service 
issues provide far more than S 1-S8 ir both cost savings and value each 
momh to their che1ts Furthermore these will still be needed no matte' 
hcN health reform moves forward f insurance departments would have 
to o,ck up the slack. they would have lo do so at tremendous cost 10 

hnp://newsmanager.commpartners.com/nahuw/issues/20 J 1-05-3 liinc.Jex.h1ml 6/112011 



RSS Feed 

&.. "So ..... - v , -

taxpayers As Kansas hsurance Comm1ssroner Sandy Praeger told 
Politico last Ju1v. "lfwe didn'I have lhe agent community. we'd all have to 
double or triple the srze of our consumer assistance d1V1s1ons The agent 
provides ma1y or the answers to ne questions that never come to us 
because they gel resolved · 

The NAIC Health Reform Actuanal Working Group approved their draft 
report on May 26. and now the NA1c·s Health Insurance and Managec 
Care •9~ Committee will discuss the report at its June 7 r,eet1119 Once 
they complete their discussion. the NAIC s Professional Health Insurance 
Advisor (EX) Task Force will meet and USE the report to help guide 
discussion as to whether or not they should endorse H R. 1206 

I Next Article > 

2000 N 14ttl St. Suite 450 Ming Ion VA 222C1 N-ational Association of 
Health Underwriters Ph. 703276 0220 Fax 703 841.n97 www nahu.org 

http://newsmanager.commpartners.com/nahuw/ issues/20 I 1-05-31 / index.html 6111201 l 



Hoyt, Amy 

From: 
Sent: 
To: 
Subject: 

Joe Bottani IV Uoebottani@archbrokerage.com] 
Tuesday, August 23, 201 1 9:28 AM 
MLR-Comments 
MLR Producer effect 

The current MLR regulations have already led to a reduction in commission to producers - across all companies. 

This has and will continue to impact our ability to work with consumers, will lead to producers exiting the marketplace and 
will lead to a reduction of access to producers for all consumers. 

It is my feeling that the producer commissions should be excluded from the MLR calculation 

Joe Battani IV. ChFC 
Arch Brokerage, Inc. 
8084 Watson Road 
Suite 100 
Saint Louis, MO 631 19 

Tel 314-849-6363 ext 104 
Fax 314-849-9292 
www.archbrokeraqe.com 

l_. --- -- ...... . 
1 



America's Haith 
Insurance Plans 

601 Pennsytvania Avenue. NW 
South Bwlcing 
Suns Five Hoodred 
washington. DC 20004 

202. 778.3200 
www.ahip.org 

August 25, 2011 

Mr. John M. Huff 
Director 

--A,, 
AHIP 

Missouri Department of Insurance. Financial Institutions. and Professional Registration 
PO Box 690 
Jefferson City. MO 65102 

Dear Director Huff: 

On behalf of America· s Health. Insurance Plans ( AHIP). I thank you for scheduling the August 
26 hearing to receive inpul regarding how federa l medical loss ratio (MLR) requirements are 
likely to affect consumers and the individual health insurance market in Missouri. Given the 
specificity of the questions you have posed to carriers, I am confident that the hearing \Vill y ield 
ample evidence that seeking a waiver from CMS to permit plans to transition to the federal MLR 
levels over time, is right fo r consumers. the individual market, and M issouri. 

As you know. AHIP is the national trade association representing the hea llh insurance industry. 
AHIP. s members provide health and supplemental benefits to more than 200 million Americans 
through employer-sponsored coverage. the individual insurance market, and public programs. 
More specifically. AHIP is proud that 13 member companies currently offer comprehensive 
major medical health insurance coverage in Missouri. 

We know each indjvidual carrier in Missouri is better positioned to provide you with the specific 
data you seek. We also want to offer these comments, which reflect AHIP·s position on the issue 
based on a review of the key issues and ruscussions \.\ith our members. 

We continue to believe thu1 if Missouri does not seek the waiver, the result could be reduced 
competition, fewer choices for coruumers, fewer options for existing enrollees, and thus marker 
destabilizaJion. We continue to urge you to apply for the waiver. Why? Because since 2010 we 
have seen companies announce their departure from the inruvidual market based on lhe MLR 
requirements in other states. resul ting in a less competitive market with fewer choices for 
consumers. And we know you have the ability to act on behalf of those consumers. 

We are concerned that not seeking a transition period for implementation of the MLR 
requirements in the i.nclividual market in Missouri could also jeopardize the solvency of 
companies al a time when so many other activities related to health care reform implementation 
are underway. Current pol icies have been developed and underwTitten under existing rules and 
standards. And as we cited in a previous letter to your office. the follo\ving statement from the 
American Academy of Actuaries aptly caprures the challenges companies face in swiftly 
adjusting operations to a significantly lower MLR level without a transition period: 



August 25, 2011 
Page2 

"Applying an 80 percent MLR requirement Lo existing individual business that had 
originally been priced under different (lower) MLR expectations may require a compa-rry 
to reduce the premiums ir ultimately retains (i.e. , collected premiums less rebates) to 
levels that create losses, with little to no ability to recover those losses. Materially 
reducing the non-claims costs associated with existing business in order to reduce 
financial losses is unlikely to be feasible. Such a sirualion might lead some companies 
currenJly active in the individual market to terminate the existing blocks of business and 
leave the market, in an effort to avoid those future losses and the porentia/ solvency 
concerns associated with those future losses. If some companies do exit the individual 
market, then those companies ' former policyholders may find themselves unable to find 
new coverage in the individual market for a period of years {noting that guaranteed issue 
requtremenrs do not take effecl until 2014), and would not be eligible for the new high 
risk pools created by PPACA §1101 during rhefirst six months after cessation of 
coverage. "1 

Thank you for considering these comments. Should you have any questions or wish to discuss 
these comments further. please feel free to contact AHIP ' s retained counsel Shannon Cooper 
(repl:l}(a!vahoo.com or 660-890-1432) or me (dbricke~ahip.org or 202-861-6378). 

Sincerely. 

Dianne L. BTicker 
Regional Director - State Advocacy 

1 http://www.actuary.om/pdfbea1th,1etter academy mlr individual market.pdf 



Hoyt, Amy 

From: 
Sent 
To: 
Cc: 

Subject: 
Attachments: 

Dear Sirs, 

Matt McGrath (MMcGrath@holmesmurphy.com] 
Thursday, August 25, 2011 9:32 AM 
MLR-Comments 
ahenderson@craneagency.com; bluech1p1@mindspnng com; 
brads@comerstoneinsurancegroup.com; denn1s@dtdinsurance.com; 
ebremer@hggettblackandco.com; HMaher@MRCTBP.com, kevin@conleyinsurance.com: 
mmcgrath@holmesmurphy.com; slahuoffice@aol com, sroth@allstate com 
MLR Appeal Letters 
MLR Aug 25 Letter pdf 

Please find attached correspondence with comments regarding Medical Loss Ratio in the Individual Markel 

(See artachedfi/e · }4LR Aug 25 Lefler.pd/) 

Yours truty 

Matt McGrath 
Division Vice President 

Holmes Murphy & Associates 
The Sevens Building 
7777 Bonhomme, Suite 2300 
Clay1on, Mo 63105 

T- 314-678-6400 
T-800-247-7756 
M-314-761-6288 
F- 314-678-6501 

www holmesmurohy com 

=== Privacy Statement=== 
This document may contain confidentiaJ information and is intended for use by the addressee and/or their 
intended representatives onJy. If you are not the intended recipienl, please do not transmit. copy, disclose, store 
or utilize Lhis communication in any manner. If you received this message in error, please notify the sender 
immediately and permanently delete this message from your computer. 

Please be advised: Coverage cannot be bound without first talking with a licensed staff member. 

Corporate Address: 3001 West0\\11 Park\vay, \\'est Des Moines, IA 50266 
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~tj~ The Honorable John ).1. Huff, 

-------i Director 
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ST. LOUIS 

Missouri Dept. of Insurance, Financial Institutions and Professional 
Development 
30 I W .High Street, Room 
530 
Jefferson City, Missouri 65101 

Dear Commissioner Huff, 

I a:n writing this letter for two reasons: 

August 25, 2011 

1) To deliver the attached letter signed by the 4 Missouri Associations representing 
the 26,128 licensed resident Accident & Health agents. Our Associations request 
that you appeal the MLR rule to the HHS. 

2) As the St Louis Divisional Leader of Holmes Murphy & Associates -the nations 
101h largest privately held in.sma.:ice brokerage, we request that you appeal the 
MLR rule to HHS. 

If the MLR is not successfully appealed our clients will be severely negatively impacted. 
They will be provided less choice in products and less service from our firm and 
thousands of others like us. The revenue loss to our firm will require us to make cuts. 

This will mean huge job losses in Missouri. My firm and our competitors will not be able 
to afford to keep people in current well paid positions because of this rule. 

If I can provide you any information that will assist you in appealing the MLR rule, 
please let me know. 

0 

Division Vice President 
Holmes Murphy & Associates, Inc. 

Cc: Governor Jeremiah W. (Jay) Nixon 

7777 BONHOMME AVENUE. SUIT[ 2300 I ST . LOUIS, MO 63105 

314-678-6400 I 800-908-4389 I fAll: 314-678-6500 I 1'1\"HV.HOLHESHURPHY.COf.l 



The Honorable Jobn M. Huff, Director 
Missouri Department oflnsurance, Financial Institutions and Professional Development 
30] West High Street-Room 530 

Jefferson City, Missouri 6510 l 

Dear Commissioner Huff, 

This letter is being presented on behalf of the 26,128 licensed Accident & Healtb agents and 
brokers in the state of MissoUTi. Our associations include The Missouri Association of 
Insurance Agents, the Missouri Association of Health Underwriters (MOAHU), The St 

Louis Association of Health Underwriters (SLAHU) and the Springfield Association of 
Health Underwriters (SAHU). 

Accident & Health agents in Missouri educate, communicate, deliver and service individual 
health insurance policies. We do not control prke or plan design but we help our customers 
navigate an imperfect marketplace. Our members are not on the other end of a long distance 
telephone line like many health insurance carrier "customer service representatives." We are 
across the table, in their office, in .their church and in their lives. We have a very good perspective 
on healthcare reform and are in favor of many major components. However, the .MLR 
requirements are going to be extremely harmful to the individual health insurance market if not 
successfully appealed. 

We formally request that the State seek a waiver from the U.S. Department of Health and Human 
Services (HHS) on the implementation of the medical loss ratio (MLR) requirements contained in 
the new federal health reform law. 

As you know, one of the provisions of the Affordable Care Act (ACA) required health insurance 
carriers to comply with new rules regarding administration costs on January 1,201 J. Such rule 
requires that carriers spend no more than twenty percent (20%) in the indjvidual market. It is 
clear that this restriction will erode carrier and agent competition in Missouri. 

In Missouri the insurance market destabilization bas already begun. The withdrawal of Mercy 
Health Plans as a result of its acquisition by GHP/Coventry and the takeover of Guardian's & 
Principal Mutual's group medical business by United Healthcare has resulted in fewer choices for 
Missouri's citizens and our employers. 

Inaction oo the MLR Waiver will clearly lead to less choice and less competition in 
Missouri. This is a fact about which we are educating our 26,U8 agents and our hundreds 
of thousands of individual and business clients. 

HHS has given states the authority to request a waiver on implementation of MLR. HHS bas 
approved a number of waivers and there are more state waiver requests pending at HHS. We 
respectfully request you also apply for a MLR waiver which if approved, would preserve 
competition and choice for Missourians until the full effect of healthcare reform can take effect. 



Yours truly, 

Larry Case 
Executive Vice President 
Missouri Association oflnsurance Agents 
PO Box 1785 
Jefferson City, MO 65102-1785 
(573) 893-430 I 
lcase@rnoagentorg 

Sam Drysdale 
President 
~issouri Association of Health Underwriters 
417-836-0463 
417-880-4046 (cell) 
417-837-0296 (fax) 
SamueJ.Drysdale@Mercy.Net 

Dennis Denny 
President 
St Louis Association of Health Underwriters 
314-517-5619 
dennis@dtdinsurance.com 

Charlotte Horsman 
President 
Springfield Association ofHealth Underwriters 
chorsman@pjcinsurance.com 



Hoyt, Amy 

From: 
Sent: 
To: 
Subject: 

Attachments: 

Conrad, Kyle lkconrad@kemper.com] 
Wednesday, August 31, 201 1 5:08 PM 
MLR-Comments 
Hearing on Medical Loss Ratio in the Individual Market; Written Comments Submitted by 
Reserve National Insurance Company 
Reserve National Ins Co MLR-Comments.pdf 

IMPORTANT MESSAGE: Our email domain has changed to @kemper.com. Please update your contact list with my new email address 
kconrad@kemper.com. For more information on the change, visi t 
http:ljwww.snl.com/irweblinkx/file.aspx?IID=103308&FID=11657442. 

I have attached a copy of our w ritten comments in connect ion with the hearing which was held on August 26, 2011, 
concerning the Medica l Loss Ratio in the Individual Market. 

Please let us know if there are any questions or if any further information would be helpful. 

Thank you for considering our comments. 

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

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

1 



Reserve 
INSURANCE 

601 East Bntton Road • Oklahoma City, OK 73114 
www.ReserveNatiOnal com 

August 30. 2011 

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

RE: Reserve National Insurance Co. (NAIC# 68462) comments related to the effect of the Medical Loss 
Ratio on the individual health insurance market In MO 

Dear Mr. Huff, 

The following are Reserve National Insurance Company's comments in response to the Department's 
request for written comments (in lleu of attending the public hearing) related to the effect of the 
Medical Loss Ratio on the individual health insurance market In MO. Comments are limited to the issues 
we felt qualified to respond to: 

• "Will the company withdraw from the individual market ff an MLR adjustment is not sought?" 
RNIC has started to de-emphasize its PPACA MLR subject individual policies in response to the 
MLR requirements. We will still sell individual products in MO but they will be products that are 
not subject to PPACA MLR. 

• "What impact will the 80% MLR have ... ?" Historically, RNtC has achieved about a 30% total 
expense (roughly 12-14% of which is commission) ratio on its PPACA MLR subject products 
which means that the products are profitable as long as the loss ratio is below about 70%. With 
an 80% loss ratio and general insurance expenses at 16-18% that puts us at 96-98% with no 
commissions -1t seems highly unlikely that we could achieve profitab1hty in this line of business 
with an 80% loss ratio. 

• "What is the likelihood that the company will reduce commissions paid to producers as a result 
of the 80% MLR? RNIC has reduced commissions on our PPACA MLR subject products to steer 
our agents toward products that are not subject lo PPACA MLR (i.e Hospital Indemnity, 
Specified Disease, etc.) 

• wwm the application of the 80% MLR result in reduced access to producers by consumers, 
including but not limited to producers leaving the industry?" RNIC has had a difficult time 
recruiting new agents since PPACA (down 27.5% in 2011 through 7/31 compared to same period 
m 2010) so it stands to reason that current producers are also feeling uneasy about the future of 
health insurance sales' and are leaving the industry. 



• "The number of individual market enrollees covered by issuers that are reasonably likely to exit 
the State absent an adjustment to the 80% MLR. As of 6/30/2011, RNIC has 1382 individuals 
insured under PPACA MLR subJect policies. 

Please let me know if you have any questions. 

Regards, 

Brad Ober, ASA, MAAA 
Actuary 
Reserve National Insurance Co. 
bober@kemper.com 



Hoyt, Amy 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Importance: 

Robert Dial [rdial@unrtedsecuritylandh.com] 
Thursday, September 01 , 2011 10:10 AM 
MLR-Comments 
FW: REMINDER: Medical Loss Ratio Public Hearing Notice and Request for Comments 
Medical Loss Ratio Notice of Hearing.pdt, MLR MO waiver questionnaire response 9-1-11 
pdf .pdf MLR letter to Director Huff 8-1-11 sjh pdf pdf 

High 

Pursuant to the below e-mail I am attach,ng our response which contains our answers to the requested questions. 
Please feel free to call me if you have any further questions. 
Thanks 
Bob 

Robert G. Dial 
Vice President/Secretary 
Chief Compliance Officer 
(708) 475-6100 ext 6051 
(708) 475-6129 (FAX) 

From : Hoyt, Amy f mailto:Amy.Hoyt@insurance.mo.gov] 
Sent! Monday, August 22, 2011 3:19 PM 
Subject: REM1NDER: Medical Loss Ratio Public Hearing Notice and Request for Comments 

Please see the attached " Notice of Hearing - Medical Loss Ratio in Individual Market" issued by the Director of the 
Missouri Department of Insurance, Financial Institutions, and Professional Registration. Please note that the Hearing is 
scheduled for this Friday, August 26, 2011, beginning at 9:00 a.m. Written comments may be submitted prior to the 

hearing and until September 2, 2011 to MLR-Comments@insurance.mo.gov 

AmyV.Hoyt 
Health Insurance Counsel 
Missouri Department or Insurance, Financial 
Institutions. and Proressional Registration 
P.O. Box690 
Jefferson City, MO 65102 
Phone: 573-751-1953 
Fax: 573-526-4839 
E-Mail: amy,hoyt@insurance.mo.gov 
Web: www,dlfp.mo.gov 

Statement of Confidentiality and Rescricted Use: 
This e-mail may contain confldenriol or otherwise sensitive information. The mformooon conoined in d11s cronsmissron ,s conjideneial, propnerary, or 
pnvileged and may be subjecc co prorecdon under che law, including oaomey-client privilege. This message is incended for the sole use of che ind,v1dual or enocy 
co whom ,c is addressed. If you are nor che intended recipient.you ore noofied that any use, distnburion, or copyrng of mis message ,s stnctly prohibited. If you 
receive this transmission ,n error, pf ease concacc che sender ,mmedlace/y by replying tD this e-mail and delete che material from any compurer. 

PLEASE NOTE· The Missouri Bar requires all Missouri attorneys to notify all rec1p1enu of e·ma1I chat (1) e-mail communicooon ,snot a secure method of 
cammumcaaon: (2) any e-ma,I chat is sent to you or by you may bt copied and held by vanous compurers it posses through as 1c goes from me co you or vice oJersa: 
and (3) pers'Ons not pamapanng ,n our commun/caaon may inrercepc our communicaoons by improperly accessing your com purer or my compurer or e\'en some 
camputl?r unconnecred ro either of us whrch the t·mail passed through. I om communicming to you v,a e-mail because you have consented to nce1ve 
commumr:onans v,a this medium. If you change your mmd and want future communications to be sent in a dljJerentfashion, please lee me know immediately. 

Click here to report this email as spam. 



This message has been scanned by Websense. www websense.com 
~his email, i:lcluding attachments, may include protected health information (PH: ) that 
may not be disclosed except as permitted by the Health Insurance Portability a:id 
Accountability Act and regulations promulgated there under, and/ or other privileged, 
confidential or proprietary information. It may be used only by persons to whom it is 
addressed, if legally permitted to access such in=ormation. If you have received this 
message in error or are otherwise not such a person, you may not use it in any manner, 
including further dissemination. In this case , please immediately notify the sender by 
replying to this message and delete it immediately. 
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NOTICE OF HEARING - MEDICAL LOSS RATIO IN INDIVIDUAL MARKET 

The Director of the Department of Insurance, Financial Institutions and 
Professional Registration will hold a public hearing on August 26, 2011 at 9:00 
a.m. in Room 490 of the Harry S Truman State Office Building, 301 West High 
Street, Jefferson City, Missouri. The purpose of this hearing will be to solicit 
testimony and comments related to the effect of t he Medical Loss Rat io on the 

individual health insurance market in Missouri. 

FORM OF COMMENTS 

The Director is requesting comment from ndividual consumers insurers or ca~rie,s. HMOs 
producers, business en t ty producers, professional associations, pJblic interest groups, and 

from ar, ether person or ent ity v. th an interest tn 1t-e Medical Loss Rat o ("MLR") rules as they 

apply- ":o t lie healtn insurance marketplace in Missour i. 

Comments should specifically and in detail address the following Issues: 

, ~nether ·' ssouri sho!J d requesl an adjus{rnerit to the \1lR for :tie ndiv1dual marke~ in 

the state, 
o f so the appropria!e ad1us~eo \'1LR ano suggest o-is :or the e-igth of the 

transit1cnal period r. M1ss0Jri. 

, The consequences to insurance companies offering individual coverage in Missouri 1f an 

adJustMent ,snot sought, specifically related to the fo o ,.-. ng issues. 
o Will the company v..nrdra-... from the ind vtdual market 1r an M LP. adJustment is 

f'10t sought-;, Companies are asked to be specific: definitely w ill w ithdraw; 
withdrawa l is under serious consideration; withdrawal is probable; w ithdrawal 

is poss,bte; w rthdrawal ls u nlikelv; will not w1 thdrawJ 

o Is there suff c el'l t capac11, n the ind•.,,idual rnar·<el to absorb ad::htional e"lrollees 
1f one or more comp antes were to withdraw frorr the ind1v,dual ,narket' 

o Wrat impact will t !ie 80% MLR have on the f1na'lcial performaf"lce of companies 
m t"le individual mar'<et and how ,i-,ould f nanc1al performarce be impacted fan 

ad1usted M .. R is so•..ight by tne State? 
o How many Missour ans would be affected if one or more companies \~ere to exit 

the ndiv1dual marke~ in M issouri? 
o How w1 I pre1T'1ums charged. beneftts ard cos:-sharing prollded to consumers 

be affected if one or more com pan es were to \',1thdraw from the marke:? 
o What s the likelihood tt-ac the company will reduce comm1ss1ons paid to 

producers as a res..tft o f t -ie 80% tv· .. R., 

1 

J 



• The c::,nseq Jences to prod\..cers and b~s1ness entity producers offering proaucts in the 

individual market fan aoiustment is ~ot sought, spec1Rcall\' re acec ro the following 

issues: 
o What 1s the •1ke ihood of companies Mai<1ng redu:ed payJTients to producers as a 

resL t of the 80% MLR and how would 'educed comm ss1on payments 1mpac the 

ab1lit)' to serve consumers' 

o Will the appl,cat•on o' the 80°, ML~ result ri reduced access to prod.Jeers b•t 
consumers. inclwd ng ::,ut not mned to ::,rod1..cers lea•. mg thE ir.d c.1scr~' 

, Tre consequer:ces cf the mpos uon of the 80% MLR to const.mers spec,f1call1 related 
to the f ot o..-.1ng issues· 

c Ho..-J mani1 tl ssot..n consumers would be impacted if orie or more companies 
were to w thdra..-. ~rom t"le mart..et absent an adjus:ment 10 ,he MLR? 

c s there capacity in the md1v1dual market to absoro consumers 1f orie or more 

companies\\' ~hdraw from the market? 
o \'.'hat other alternate cove'age optio,s are a,1a1lable in the State to consumers m 

the ind1v1dual fT"arket in the e'llent a company w thdraws frorr the rnarke:? 
o How wil consumers be affecteo in te rms of premium charged and benefits and 

cost-sha'mg pro1,11dea ,r one or more companies were tow trdrav. '•om the 
mart..et? 

, Any other matter bearing on :he six cri teria HHS has 1den~1f1ed. as set forth below, that 
impact tbe rs, of marke1 destab1I zat on. 

Comments mav address tne mpact of Vled1cal Loss Rat,os or ind1v1duals, nsu•ers or 
producers as we I as any other ind111idual or entity CoMme"'lls shou d be brief, spec1f1c fac: 
based and focJseo on the •l,ssoun health r.surance mar'<etJ:lace St.pporting data must be 
targeted to cond1t1ons ,n the Stare of MissoJn 

The Director will JSe the 1nforrnat10" gathered alo'lg .-. rth in forma:ion frorr other sources to 
detdmine \'J'iether M1ssou•i should reques. an adjustnent to :he Ved1cal Loss Rat o rules from 

tne U S Department of Health and Human Services. 

BACKGROUND 

The federal 'egulat1ons related to Medical Loss Rat os are published in the Federa Register, 75 
Fed Reg 74864. er seq. 1December 1, 2010) (ttS C F .R. Part 158). - he regulations specify that 

ao1t..stments to 11."edical Loss Ratio reouiremen~s are granted bv the Secretar.• of ~HS and are 
granted on a state-,,.,1de bass. not to ndlv dual nsurers On y the 80~,; rat o ma,., ::>e adjusted 

anc only when the soc;.. ratio 'may destab, ze tl-e ind1v1dual Market"'"' the state requesting the 
adius:me,t The aa1t.stment is not a Y.a,ver of all loss ratios The reqt..es1 for an adjustmeril to 

the ~: -R standard for a state rrt.st be -nade by rre State's t'lsurance regulator{ authority and 
tne adJustment can be made fo r ..1p to three years. cs C F.R §158.310 



H~S outlines six critena lo determine the r,sk of des: ab1 zauor. 

1 The number o f ,ssu~rs ' easonably likely :o exit the Slate O " cease offering coverage in 

the State at:senc ar adJ.JStment to the 80% . tR and · he resu t ng mpac~ en 

competl:1on in t~e State; 
2 - he nulT'ber of 1no '.•idual mar~.et en·o1 ees co,ered b·1 issuers tha~ are reasonably lkely 

:c e ~. he Sta~e absent an adJus•rne'lt to ~he 80 ,1LR; 
3 \",hether absent an ,dJustment to the SO% ,1LR standard consumers rr.a·, be unable .o 

access agel"ts and bro,er; 
.i The alterna te CO\ er age options .-.1tt'I n the Sta re available to ir dil.' dual market enro ees 

1n ,he event an issuer ,v thdra·:,,,s from the ma rket 
S. The impact on prem ums charged a,d on benef ~s and cos~-shanng ::>rcv1::lt?o, o 

consumers by issuers remaining ,n the market in :he e'lent cne or more issuers .~ere to 

withdraw from the market: and 
6 Ar\V other relevant info rma:1on submltled b;, t'le S a e's insurance commissioner, 

s1.,pi:·in1er.:lent , or comoarable off1c1al m the S:aL s requeS1 

WRIITEN COMMENTS 

In lieu of or in addition to providing testimony or comments at the hearing, interested parties 
may also submit written comments. Such comments shall be submitted no later than 5:00 
p.rr COT on September 2, 2011 and shat be submitted via U.S. Mai e-mail. or delivered in 

person as outlined below. 

Mailing Address: 

Phys·cal Address: 

E-Mail: 

John M . Huff, Director 
Department of Insurance, Financ al Institutions 
and Professional Registration 
P.O. Box 690 

Jefferson City, MO 65102 

Department of Insurance, Financial Institutions 
and Professiona l Registration 
Harry S Truman State Office Building 
301 West Higt, Street, Room 530 
Jefferson C ty, MO 65101 

MLR-Comments@insurance.mo.gov 

Questions may be directed to: MLR-Comments@insurance.mo.gov 
Amy Hoyt, S73-7Sl -1953 
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UNITED SECURITY 
• L ;,. N D t i E. " L J H I N S v "A N C E C U M r' A Ill v 

September I. 20 I l 

Mr. John i\-1. Huff. Director 
Depanmcn1 of Insurance. rinancial lrlsti tution 
and Professional Registration 
PO Box 690 
Jcff erson CiL). ~,o 65 1 O'.:! 

Re: ~ILR in lndivi<lual Market 

Dear Director I luff. 

·r his lcllcr is in response to ) our ri.:ccm rcque-.1 tor comments n.:lat~<l to 1hc c1kc1 ur the 
Medical Lo~s Ratio on the inJividual health in:rurnnce 1m1rl-c1 in \ lrs:.<>t1ri. 

I am cnclo!>ing a cop) of a letter t1ur Pre-.ident. Snndrn J. I lorn. sc11l ~ ou on ,\ugust I '1
• 

outlinmg !)Orne reasons wh~ the ~ rLR \\ai\'cr "us needed. I am also pro~ iding bclo\.\ 
rnon:! speci lie ans\\ ers 10 the items li!,ted in> our recent request: 

• Should Mi!:>souri request an adjusuncnt to the Ml R for tbe indi, iduol mark('t in 
the ~ late: Ab. olutt'I), a 651% 20 11, 70% 20 12. 751

!10 2013, 80% 20 1-' ML R 
accom plishes the d e in' d outcome over a rrlt:rnna hle trnn~ition period. 

• \\"ill the compan:, ,,.ithdnm from the indi, idual marl-cl if un MLR adju!)lment is 
nol sought.' W ithdrawn! is un der serious consideration, if an :\ I LR 
adjustment i, nol !<ought. 

• Is there utlicient capacity in the individual market to absurh atltJi tional enrollees 
if one or more companies were 10 v,ilhdra\\ from the indi, idual market? All small 
carrie r s ·.viii opt out of the market place at an 80% :VILR. J laving sm:111 
carrier · lca'\.C "ill resu lt in s ig n ificant p c, licybolclcr tfo,rupt ion as those w ith 
pre-existfog hea lth contlHions w ill los<.' co, crnge a nd not he ahlc to replace it 
until 201~. 

• \Vhol impact "ill Lhc 80°,o ~I I R huq: un the linam:i:.il pcrli.mnancc: t)f'L'.ompanieo; 
rn the inJi, idunl market and h(m \\ oultl linandal pcrli.>rmancc nc impm.:tcJ ,fan 
adjusted MLR is sought b) the ~lak? Agrnr co111mi1,sion con tracts, nrh,ork 
discount contnict and numerous vendo r con trncl!I were a ll sci for claim 
lo~scs m uch l<m er than 80%. These con(r:lCfS s t ill h:n e to b r honorc<.I for the 

()11,11i1y fJmd11cts fim11 Cnrrng Prcfrss,onllls 
------------ -6640 South Cicero Avenue, Bedford Park, IL 60638 

800·8 75 4422 .'08-4 75·6100 Fa x. 708 4 7S·6120 



rencwul years 2011-2013 "hen the mun dated I\TLR is now nt 80%. Losst'S 
will ccrfai rlly de, clop" ith no opportunit) to ge l those lo~scs back. 

• How mnny \li~~ourians ,,ould he affeLtcd il'l1nl' l>r l11l1n: cumranic.:s ,,ere to exit 
the indhidual market in Missouri'! l 1SLII \\Ould ha\'c a rpn"imatcl~ 1,500 
covered lives in Mi~so uri be nffccted, mm,tly in the rural areas where m o re 
people are dependent on the prh ate iudh"idual nrnrkctpl ace. 

• Hov .. will premiums charged. hcnelits. and cost-sharing pro"iJed to consumers be 
alfoclcJ if one or more companies v,ere to withdr.t\\ from lhc market'? As s ta ted 
before, t hose insu red's ,., ilh prc-cxist in~ medical co nd itions may not be abJc 
to get coverage until 201 -t 

• Whal is the likdihoo<.l Ihm the comran1 will reduce commissions p:-iiJ to 
producers as n r~ult of the 80% Ml R. Our nc" business co mmissions have 
nlrcnd) been red uced to gh c us an opportunit) to sun ive the 80'1o mandate. 
We still hnH to honor th e rcnc\\ a l commission rates. 

• Whnt is 1J1c likelihood ur companies making reduced paymenL'- tu producers as a 
rcsull of the 80% l\·f LR and hov, would reduced commi~sion pu1 mcnts impact the 
ability Lo sen ·e consumers'? The likelihood is I 00%. Thi reduction in 
co m mi. ~ions" ill driYe out the independen t agent from the marketplace, at 
the exact time lbe) will he needed the mos 1, to guide po lie~ holder · th roug h 
the nc" myriads of obtaining health coverage. 

• Will the applicnuon or the 80°-n ~1 LR result in reduced .1cccs., 10 producer" h) 
consumers. including hut not limited 10 pmduccrs lc,ning the indus1r)'.1 Yes. T he 
policyholdcrs o f small carriers t) pically "ork closely with their independent 
ins urance age nt to obtain lhe IJes l possi ble coverage fo r thdr personal needs 
w ithin their gco~raphica l areas based on the hospi la ls a nd doctors w ithin 
their current network. 

• I Jo" man) ~1issouri consumers would he impacted if onc or more companies 
were to wilhdra\, from lht! market ohsent an aJjus11nl.!n1 to 1hc MLR'? T his wa 
am,wcred in th e s•h bullet item above. 

• Is lhrrc capnci ty in the individual market 10 absorb consumers ii' one of more 
companies withdra,, from the market? T he re may be capacity to ab. orb some 
of t he consumers, hut as men tioned a hon . if a person has prior pre-~xisfing 
medical condilion . • th ey may uol qu ali fy for full CO\'cragc until 201.t. 

• What mher altemali ve con:mge options are a, adablc in the State lo consumer<; in 
the mdiYidual market in the event a com pan~ ,, ithdra\, s from the market? i\- lost 
likel) the high ris k insura nce pool, n hicb wou ld be at n higher pre mium rate 
than 1he) arc rrny ing toda). 



• I low ,viii consumers be affected in tenns of premi um charged a m.I hcnc lits and 
cost-sharing prm ided. i f one or more compan ies \, ere ll) \\ ithJ ra\\ from the 
market? Aga in , if m ore co m panic were to " ithd raw from th e ma r ket, it 
would put addit iona l p ressures on th e existing compan ic th a t r em,1in l o 
proYide full coverage a t siru ila r cost (premium:.). M osl likely m any 
cons um ers wrmld have lesser co, ·eraj?;c at higher co. t . 

Sincerely: 

Vice President C ompl iam:e 
800-875-+ l22 x 605 1 
708-475-6 129 Fax 



August I. 201 I 

Mr. John M. Hulf 
Director 

UNITED SECURITY 
L F E AND :-i E ,. L, I N S UR A N :; E C C ~., <>;. N y 

Missouri Department of f nsurance 
30 I West High St.. Room 530 
P.O. Box 690 
Jefferson Ci Ly. MO 65 IO 1 

Re: .'v1LR Adjustment 

Dear Director I luff. 

I hope you are doing well. [ am sure that you currently have your hands ful I. with the 
roll ing out of the new PPACA refonn changes. We recent!) forwarded the results or 
your .\.1LR sun·ey to your office on July I)' From what ,,e have been able to gather thus 
far. it doesn't appear that Missouri has made a final decision m regard to the filing of an 
MLR adjustment and we v .. ould like to ask that you take into consideration the following 
facts in making your final decision. 

United Security Life and Health Insurance Compan~ strong!) belie,·es that an ~1LR 
adjuslmcnt is needed to avoid significant disruption to the indi\ idual comprchensi, e 
major med1caJ mark.et in \1issouri. 

The insurance exchanges will not be a\ailable and func1ional until January I, 20 14. Until 
then, large carriers ,viii continue to underwrite and decline risks that the) are not \\illing 
to take. Small carriers have been in the marketplace taking those risks and providing a 
valuable service for those individuals v. ho would otherwise not have comprehensive 
medical coverage. 

~.fan) small carriers ,,viii opt out of the marketplace at an 80% MLR ,, ithoul gradual 
phase-ins o, er four years. Agent commission contracts. network discount contracts. and 
numerous vendor contracts were set for lower than 80% loss ratios. These contracts have 
to be honored fo r the renewal years 201 l - 2013 when the mandated MLR is now 80%. 
Losses will certainly develop v.ith no opportunity to get those losses back. 

Having small carriers leave the market place "will result in s•gnificanc policyholder 
disruption as U1ose with pre-exiting conditions will lose coverage and not be able to 
replace it until 2014. and olhers ma) be forced to change from their current network 
doctors. "'hile losing 1heir) ear-co-date deductible and coinsurance accumula tions 1.hey ·, e 

Quality Products f rom Caring J1rofe5sionnls 

6640 South Cicero Avenue Bedford Park IL 606 38 

800-875-4422 708-475·6100 Fa": 708--1 75-612C 



al read) paid into. The policyholders of smaJI carriers t} picaJ11 work closely '" ilh their 
independent iru..urance agents to obtain the best possib le coverage for their personal needs 
within thetr geographical areas based on the hospi tals and doctors,, ith in their current 
network. f ndependent agencs are being dri\'en out of the marketplace at the exact time 
they will be most needed. 111b will be \'ery disruptive 10 the con~umer I am attachmg 
some interesting articles for your re\'ie,, \\ hich I believe provides some surprising 
information in regard 10 the impact the \11 R restrictions 1.,·ill have on companies. 

United Security Life and Health respectfu lly asks that Missouri petition the HHS for nn 
adjustment from the MLR requirement in irs current form, and at the very least, propose a 
phase-in Joss ratio of 65%. 70%, 75% and 80%. 

Thank you for your consideration. 

;J:ld,~ 
Sandra J_ Hom 
President 



Insurance agents say MLR rules ere ate 'desperate' situation 
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NEW Lower Rat es on 
AG Select-a-Tenn 

CIiek hera fnr our most 
compe1}1ive premium• ever on the 
fflOl1 popular term duratfonsl 
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Him l' ~c\, World 
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Uncle Sam's meddling in health insurance 
rates is wrong and will hurt consumers 
The US Deparunent of Health and Human Services is trying 10 bully or shame health 
insurers into reducing their rate increases. The problem is that the federal government has 
no legal authorit} to regu1ate health insurance rates and doing sa)' may actually dri,e 

pnces up. 

By La\H\!nct: If. Mircl , June 13, 2011 

\\ asbington 

On Ma} 19, the l S Department of Heallh and I Juman Sen kc:) (HHS) issued a finaJ 
regulation requiring that. staning on Sept L 2011, health insurers filing for an 
··unreasonable·· rate increase- name!) one that exceeds IO percent - must publicly justi fy 
their proposal, so that .. consumers [ wiJIJ knov,, why they are paying the rates that Lhe) 
are ... 

The problem is that the federal government ha~ no legal authority to reguJare beahh 
insurance rates. Insurance, including health insurance, is regulated by the states. The 
\ kCarran-Fernt.son Act. \'.hich presen es the principle of state regulation of insurance. 
was not amended b} the Patient Protection and ,\ffordabk Care . \.:i,, the law under which 
the new rule on health insurance rates was issued. So \\.hat is going on here? Wnh no 
regulatory authorit} at all. HHS is trying to bull) or shame health insurers into reducing 
their rate increases. The whole effon is an incredible exercise in chu1.2pah. 

The fact :;heel put ow b) HHS to explain the ne, .. regulation clauns that "Many times 
insurance comparues ha, e been able to raise rates without explaining their actions to 
regulators or the public or justifYing their reasons for their high premiums." ln fac t, m 
moM in!!tanccs, heallh insurers do have to justi~ rate increases to their state regulators, 
b} providing actuarial data that can be (C\ ic\\ cd h, the stale! regula1or·s actuaries. 

One can question,, hy, in a competuivc marke-i (and health insurance 1s highly 
competiti, e in mos1 parts of the coun1.ryJ, prh ate companies should have to justify rates 
al all. Health insurance is not a public uuliry (at least not yet. aJtbough that seems to be 



UPENN PROFESSOR TESTIMONY ON HEAL TH PLANS' PROFITS, 
RA TE REVIEW AND MLR 

IN CASE YOU 

The House Energy & Commerce Health Subcomrrutlee·s nearing on the health care Jaw's regulallons· 

impad on maintaining coverage and jobs rnciuded testimony from several outside experts Janet Trautwein 

representing the broker and agent community submitted teshmony regarding the impact 01 the MLR on 
agents and broKers, Edward Fensholt of Lockton Companies. a pnvately held insurance brokerage and 
consulting company testified about the grandfatherrng pro'{IS1ons, and lastly, Scott Hamngton. a professor 

from The Wharton School. argued about the negalive impacts of lh-e rate review and MLR provisions on 

consumers 

Harrington's leslrmony also induded some important faci checking about health plans' profits and 

administrative costs. We have included highlights of his testimony below, and you can read his full 

test,mony here 

• "The PPACA's rate review and MLR provisions represent cosUy bureaucratic interference ... that 

will do li1lle to enhance compehtion in health insurance markets and U,e availability and affordability of 

health insurance· 

• "The rate review provisions and their implementation will not enhance consumer choice or lower 

premiums . 

• "T he MLR provisions will. destabilize some states markets. and could reduce incentives for 

cenam beneficial innovations in coverage and payment· 

• • . aggregate data do not support lhe notion that health insurers' expenses and profrts are major 

drivers of high and rapidly growmg heatth insurance premiums ' 

• ·According to National Health Expenditure (NHE) data, the proiected ·net cost' of pnvate health 

insurance (premiums less benefits. indud1og for self-funded plans) ror 2010 was S96 4 billion 

representing 11.6 percent of S829.3 billion in proiected expendrtures for pnvate health insurance and 

3 8 percent of $2,569 6 billion in proJected total heahh care expenditures: 

• "The eshmaled MLR for all pnva1e health insurance (ratio of medical benefits lo total premiums. 

including premium equivalents for self-funded plans) has averaged 87 8 percent since 1965. wilh lime or 

no trend· 

• "Health insurers' profit margins fypically average about 3-5 percent of revenues.• 
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COVENTRY/GHP. r Health Care 

September 2, 20 J 1 

John M. Huff, Director 
Department of Insurance. Financial Institutions. and Professional Registration 
PO Box 690 
Jefferson Cit), MO 65102 

Dear Director Huff: 

On behalf of Coventry Health Care of Kansas (CHCKS) and Coventry/Group Health Plan 
(GHP), we appreciate the opportunity to submit comments to the record of the public 
hearing by the Missouri Department of Insurance, Financial Institutions and Professional 
Registration (DIFP J on minimum medical loss ratio standards in the individual market 
held on August 26, 201 1. 

Consistent with our views expressed in "vritten testimony submitted to DIFP in December 
2010, v.e recommend that Missouri seek a federal adjustment (waiver) to the 80% 
minimum medical loss ratio (MLR) requirement under Section 2718 of the Affordable 
Care Act (ACA). CHCKS and GHP believe that a federal adjustment is necessary to 
avoid further instability and disruptions in the market for indi\idual health insurance and 
the harmful impact on consumers wbo rely on such policies for their health coverage. 
Our health plans have seen the di sruption in the individual market due to the 80% 
minimum MLR v. here agents and brokers are no longer available to assist consumers in 
the purchase of individual policies. Because of the uncertainty about the stability and 
viability of the individual market prior to 2014, GHP and CHCKS are also unable to 
make important business decisions, which is harmful for consumers, our business 
partners, and our employees. As a result. we support a decision by the State of Missouri 
to seek a waiver to the 80% minimum MLR requirement in 2011 for the individual 
market and an orderly transition period unti I 2014 to ensure continued access by 
Missourians to health coverage through individual health insurance plans. 

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



individual insurance. 1 This represents 7. 9 percent of our under age 65 state population 
and exceeds the U.S. average of 6.3 percent.2 

Based on the National Association of Insurance Commissioners' (NAIC) database of 
annual statement filings, almost half of all enrollees covered under individual plans (from 
almost 70 insurers) operate below the 80% MLR threshold in the ACA.3 

The individual market bas unique characteristics that differentiate it from the group or 
employer-based insurance market. While some individual market policyholders are Jong
time customers, most policies are purchased to provide interim health coverage and 
protect consumers against catastrophic financial loss until they obtain group coverage 
through an employer. In the U.S. Department of Health & Human Services' (HHS) 
interim final rule (IFR) on grandfathered plans, the government cited studies that estimate 
40 to 67 percent of individual polices are in effect for less than one year.4 Prior to the 
establishment of state exchanges in 20 I 4, it is likely that individual plans outside of 
guaranteed issue markets will continue to exhibit many of the characteristics of the pre
ACA market- i.e .. short duration and coverage only for medical conditions that emerge 
after the purchase of the policy. 

While the individual market characteristics noted above may persist untiJ 2014, the new 
insurance requirements enacted under the ACA have fundamentally changed the market 
dynamics and economics of individual insurance. Yet, the ACA provides almost no 
accommodation for these significant market changes and no recognition of the need for 
an orderly transition period other than the possibility of a "federal adjustment"
presumably through a waiver process-in states where the application of the 80% 
minimum MLR standard ''may destabilize the individual market.'.5 

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

1
U.S. Census Bureau: Income, Poverty, and Health Insurance Coverage in the Uruted States (2009), Annual Social and 

Economic Supplemeat. Table HIOS. http://www.census gov/hhes/www/cpstables/031010/health/hOS 000.htm. 
Accessed September 20, 2010. 
2
Ibld. 

3
National AAIC Health Care Reform (PPACA) - Masterlssue Resolution Document fRD041, 15 Sept 2010. 

4
U.S. Department of Health & Human Services: Group Health Plans and Health lnsurancc Coverage Relating to Status 

as a Grandfathered Health Plan Under the Patient Protection and Affordable Care Act: Interim Final Rule and Proposed 

Rule. Federal Register, Vol. 75. No. 116, J 7 June 2010. 
5
P.L. 111-148: The Patient Protection and Affordable Care Act, Section 2718. 



Other State Actions to Seek an Individual Waiver 
In response to the challenges in the individual market and recognizing the likely 
clisruption, numerous states have already requested a federal waiver to the new individual 
MLR requirements. As of August 26, 2011, 14 states have applied for a federal 
adjustment. The HHS Secretary approved and granted adjustments in 4 states-Maine, 
New Hampshire, Nevada, and Kentucky- v..rith only one state disapproval (North 
Dakota). The remaining state applications are still in the process of being evaluated by 
HHS with decisions not expected until later in the year. While there are important 
characteristics that distinguish the individual market in Missouri from those in Maine or 
Kentucky, it is clear that numerous other states have made a determination that the 
application of minimum MLR standards will have a deleterious effect on consumers in 
those states-and the 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 Missouri 
to request a federal waiver, there are other key reasons why a waiver and transition period 
and plan are important to consumers in our State. The following section outlines some of 
those reasons: 

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

2. Difficulties Finding Replacement Coverage and Limited High Risk Pool Funding: 
Consumers who rely on individual policies but lose their coverage due to market exits 
may find it difficult or impossible to find replacement coverage at any price. While 
the ACA created a temporary high risk health insurance pool program under the now
called "pre-existing coverage insurance program'' (PCI.P), it provided only limited 
funding. Under the PCIP. Missouri ' s share of federal funding is capped at $8 I 
million until the program ends on December 31, 2013.6 The PCIP could eventuaJJy 
be an option for some Missourians, but such individuals would be ineligible for PCIP 
coverage for at least 6 months, assuming program funding is still available and no 
waiting list has developed. 

3. Discourage New Entrants and Potential Negative Impact on Competition: As noted 
earlier, the individual market differs from the group market because many 
Missour ians who participate are looking for temporary coverage until employer-based 
coverage is available. Further, individual policies tend to run at lower MLR levels, 
especially in the early years of the policy, because coverage is targeted at future 
medical conditions. Consequently, insurers whose individual book of business bas a 
higher proportion of newer policies will find it very difficult to meet the 80% MLR 

6 
HHS Office of Consumer Information & Insurance Oversight (OCilO): Fact Sheet - Temporary High Risk Pool 

Program. http://www.hhs.gov/ociio/initiative/hi nsk pool facts.html. Accessed Sept 20, 2010. 



requirement. This could create an uneYen competitive playing field that actually 
discourages aew market entrants aad increases premium volatility. 

4. Eliminate Consumer Choice and Potential Increase in Uninsured: Consumers in the 
indi\.idual market often have preferences for different products compared to the group 
market. These preferences result in the voluntary selection of p lans that tend to run 
below an 80% MLR, even over the plan's lifetime. For example, individual market 
plans frequently have higher cost sharing features in exchange for lower monthly 
premiums. Requiring individual plans to operate at an 80% MLR v:ith no transition 
period could make policies unaffordable to consumers and lead them to go \\ithout 
coverage-actually increasing the rate of uninsured. The rate of uninsured for the 
population under age 65 in Missouri is 13.5%. Almost 800,000 of our fellow citizens 
went \\ ithout coverage for some pan of 2009. Adopting an indiv,dual market MLR 
policy that could potentially increase the rate of uninsurance would be 
counterproductive to efforts aimed at reducing the number of the uninsured. 

7 

5. Maintainine Brokers as an Important Source of Health Insurance: \\'bile some believe 
that reducing insurer administrative costs by eliminating brokers is an easy solution to 
attain the minimum MLR brokers continue to play a valuable role in the individual 
market. Brokers help consumers sift through and understand highly complex health 
infonnatiori. compare plans. and assist consumers with negotiations with insurers. 
Yet, we have already seen numerous instances where agents and brokers have 
stopped selling individual policies because of the significant changes to the 
compensation that have been the direct result of the 80% minimum MLR. Providing 
a waiver and transition period would allow brokers to maintain their key role in 
assisting consumers in the purchase of individual insurance plans that best meet their 
specific needs. 

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

Under the HHS rule, Missouri must develop an adjustment proposal. We recommend a 
··glide path" approach that adjusts the individual MLR in equal annual increments. This 
is similar to the approach adopted by many other states in their applications to HHS. We 
recommend the follo\\.ing glide path to minimize market disruption, allow carriers to 
make the necessary adjustments to their business and contracts, and to ensure a continued 
competitive environment in the individual market: 

7 U S Censu:. Bureau. Income, Po,.:rty. and Health Insurance Co•,e-ragc in the lJnited States (2009), Annual Social and 
Economic Supplement. Table 11105 h1tp;//Ww\\.census.gov/hhcs/wwv;/cpsrables/0320 I M1ealth/h05 000.htm. 



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

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

Conclusion 
Again, GHP and CHCKS appreciate the opportuni ty to submit wrinen testimony to the 
record on this important issue. In sum, we support a decision to seek a ·waiver to the 80% 
minimum MLR for the indh,idual market in 201 J and the development of an orderly 
transition period until 2014 to ensure continued and stable access by Missourians to 
health coverage through individual health plans. 

RespectfuJly Submitted, 

Roman Kulich 
President 
550 Maryville Centre Drive 
St. Louis, MO 63141 
314-506-1856 
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Please accept the attached comments in response to the Request for Comments on MLR in the 
individual market. 

Kelly McGivern l Director, Government Affairs I Aetna 
7400 West Campus Rd, New Albany, OH 43054 
Office: (614) 933-7040 I Mobile: 614-420-1240 
mcgivernk@aetna.com 

This e-mail may contain confidential or privileged infonnation. If you think you have received this e-mail in 
error, please advise the sender by reply e-mail and then delete this e-mail immediately. Thank you. Aetna 



!Aetna 

September 1, 2011 

Mr. John M. Huff 
Director 

Aetna 
7 400 West Campus Road 
New Albany, OH 43054 

Kelly McGivern 
Director Government Affairs 
Mid-Amenca Region 
Phone: 614-933-7040 
Cell: 614-420-1240 
Email: mcaivemk@aetna.com 

Department of Insurance, Financial Institutions and Professional Registration 
PO Box 690 
Jefferson City , MO 65102 

Re: Written Comments - MEDICAL LOSS RATIO IN INDIVIDUAL MARKET 

Dear Director Huff: 

As 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, we appreciate the 
opportunity to provide feedback on the potential negative impact on the Missouri individual 
insurance market if Missouri does not seek and obtain a waiver that allows for a phased in 
approach of the 80% Medical Loss Ratio (MLR) requirements. 

As you know, Aetna had provided written feedback in December 2010 on this issue. These 
comments are consistent with our analysis at that time Additionally, we believe that the recent 
market conduct exam to collect information in this area can provide needed data for the 
department to move forward with a wavier request. 

Specifically, we suggest that Missouri seek a waiver that allows for an immediate MLR of 
75% for 2011 with a phase in ending with 80% January 2014. We believe this will allow a 
gradual restructuring needed to accommodate changes that can reduce those costs defined as 
"administrative expenses" by HHS. 

We believe that a requirement for full compliance with the 80% federal MLR prior to 2014 is likely 
to create competitive issues in Missouri. 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 the products marketed for 2011 were priced and sold prior to the new MLR rules 
thus making a Mcold turkey• conversion challenging for the market to absorb. These 
products still carry the same administrative requirements associated with underwriting, 
rating, distributions and other functions, - with many insurers involved with multi year 
contracts that cannot be modified overnight. A phase in that gradually raises the 
current standards every year allows time for insurers and brokers to adjust to the new 
rules and help to assure continued com petition. 
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• 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 rederally mandated - and previously scheduled - adoption of a 
new coding system called ICD-10, thus complicating even more our efforts to reduce 
administrative costs. 

While we appreciate the interest in determining specifically whether insurance companies will 
withdrawal from the individual market if an MLR adjustment is not sought, we have not yet 
defined what our position would be in Missouri. We believe that it is critical that Missouri act to 
preserve competition and choice for consumers and employers. Inevitably companies with low 
market share that provide valuable consumer choice may have to evaluate whether to remain in 
Missouri. This has happened already in a number of states and we encourage Missouri to 
assume market evaluations may happen there as well. 

We do know that a common sense practical application of health care reform is critical as is the 
need to move deliberately . As insurers gain experience with the new requirements of the 
Affordable Care Act, Missouri can use this experience to make fact-based decisions about the 
MLR as well as other statutory provisions. Until then, Aetna urges Missouri to seek federal 
permission to slowly phase-in these requirements. 

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

Sincerely, 

~ 
Keith Barnes 
President KS MO OK Markets 

and 

~~~ 
Director, Government Affairs 
Mid-America Region 



Hoyt, Amy 

From: 
Sent: 
To: 
Cc: 
Subject: 

Importance: 

Tom Morrill [tom@morrilhnsurancegroup.com] 
Saturday, September 03, 2011 12:48 PM 
MLR-Comments 
Hoyt, Amy 
MLR Comments 

High 

Dear Ms. Hoyt and the MO Department of Insurance, 

My comments are a few hours late and I hope you will still accept my comments I had major 
shoulder surgery on Friday August 261

\ 2011 and was not able to attend the meeting. Since that 
time, I have been in recovery taking strong pain medications and have had only the use of one arm. 

My MLR comments: 

I believe MO should file for an exemption from the MLR requirements. 

In 2003 my employer (Farmland Industries) of 18+ years went bankrupt. I lost my agriculture related 
job and my health insurance (including COBRA). I tried to purchase individual health insurance but 
was declined due to pre-existing conditions. I ended up accepting the very expensive MHIP plan. It 
was during this time of shopping for health insurance I discovered the process was complex, time 
consuming, frustrating and expensive. During this time was also when I decided I could become a 
health insurance broker and help others shop for plans from several carriers in one place. 

I started my business with nothing in 2004. I built a health insurance exchange on the internet so 
clients could shop for plans from many companies in seconds. My income went from $0 income in 
2004 to around a gross income of $48,000 in 201 O (about 90% from individual health insurance). 
Approximately 75% of my clients are Missouri residents. I have done th is on my own with no 
employees or staff. I was not rich but content with my progress. 

99% of the time, and for each new client, I spend at least 90 minutes on the phone and sending 
emails to help a person select a plan from the 50+ plans available on my website. It is a very rare 
event when someone buys a plan direct from my website without my personal assistance. Many 
times I will assist someone for an hour and , for various reasons, they will not buy a plan. Many times 
I will recommend they stay w ith their group plan , or they stay on COBRA, or they keep the policy they 
have in hand. I have become an expert at navigating all the options and helping a client find the best 
value for their money ... ... even if that means I do not sell a policy to them. 

On January 1, 2011 most all of my insurance carriers (Humana, United Healthcare, Assurant, Aetna) 
cut the first year commissions for individual health insurance by 50%. And, subsequent years 
commissions were also cut but to a smaller percentage. My overall income has dropped by 35-40%. 
I am not able to survive on this level of income. 

I have two choices, I can either sell more individual health insurance policies or I can start selling 
other types of insurance (life, long term care, disability, etc) and sell less individual health insurance. 

I have decided to focus less on individual health insurance and help fewer people shop for individual 
health insurance. Since I already spend 35 hours a week on individual health insurance and my 
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business is very efficient , this is my only option. I estimate this will result in over 250 fewer Missouri 
residents accessing my expertise when purchasing a health insurance plan in 2011 . 

If the previous commission structures were restored, I could again help more Missouri residents 
manage their health insurance needs. 

Thank you. 

Best Regards, 

Tom 

Tom Morrill 
Morrill Insurance Group 
Kansas City , MO 64153 
Small Group and Individual 
Health, Life, Disability and Long Term Care 
816-891-7771 Office 

"The Right insurance Plan is Just a Click Away!" 

www.MorrilllnsuranceGroup.com 
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Hoyt, Amy 

From: 
Sent: 
To: 
Cc: 
Subject: 

mark. w1llse@americanenterpnse com 
Friday September 02, 2011 3:04 PM 
MLR-Comments 
lisa.sauer@americanenterprise.com 
MLR-Comments - American Republic Insurance Company 

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

In the absence of an MLR waiver, carriers may choose to terminate their existing blocks of business and leave the market, 
in an effort to avoid future losses and potential solvency concerns. This may leave many customers in Missouri without 
coverage and very personally disrupted if they are unable to find new 
coverage due to a health condition (before the consumer protections are in place in 2014 and due to ineligibility for the 
new high risk pools during the first six months after cessation of coverage). 

For individual major medical policies that are individually underwritten MLR's are much lower in the earty years after a 
policy is issued and increase over time as underwnting "wears off' and more health problems develop. Continuing to issue 
significant amounts of newly underwritten policies over the next few years w ill only make it more difficult for us to achieve 
an 80 percent annual MLR across our block of 1nd1v1dual medical business. This could serve as an incentive for us and 
other carriers who remain in the individual market to minimize their marketing activity prior to 2014, creating a potential 
lack of product availability for Missouri consumers over the next few years 

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

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

Yes, Amencan Republic Insurance Company strongly believes that an MLR waiver is needed to avoid significant 
disruption to the individual market in Missouri, ensuring that Missouri customers continue to have choice in the market and 
the ability to retain their existing coverage. Our preference is a transitional MLR of 65% for 2011 , 70% for 2012, and 75% 
for 2013 This schedule will still require us to be prepared for the 2014 MLR requirement of 80%, but it would allow us 
more flexibility in designing the best transition. Anything higher than this transition schedule would likely cause significant 
disruption to our business model. We will sull have to reduce expenses and agent compensation each year during the 
transition period as we approach 2014 (since business issued during the transition period from 2011 to 2013 will be 
subject to an 80% MLR in 2014), however these expense and commissions reductions would be much less drastic, 
allowing for a smoother, more orderly transition 

II. The consequences to companies offering individual coverag e in Missouri if an adjustment is not sought. 

The MLR regulations will have a significant financial impact on our Company. We operate with very narrow margins and 
the MLR requirement w ill likely result in losses, with limited possibility of future profitability Our Company had strong sales 
results in 2010, resulting in a higher proportion of recently sold business with lower loss rallos. For individual major 
medical policies that are individually underwritten, MLR's are much lower ,n the early years after a policy is issued and 
increase over time as underwriting "wears off' and more health problems develop Due to our inforce business being more 
weighted towards newer business, it will be very difficult for us to achieve an 80 percent annual MLR 1n 2011 , and puts us 
at a disadvantage relative to companies that have more mature books of business and a more steady mix of older and 
newer policies (and a correspondingly higher MLR) Continuing to issue significant amounts of newly underwntten policies 
over the next few years from 201 1 to 2013 will only make 1t more difficult for us to achieve an 80 percent annual MLR 
across our block of individual medical business This could serve as an incentive for us and other carriers who remain in 
the individual market to minimize their marketing activity prior to 2014, creating a potential lack of product avallab1hty for 
Missouri consumers over the next few years 



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

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

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

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

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

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

i. Continuation of Sales: We are hopeful that Missouri and other states will request an MLR waiver We 
anticipate significant disruption to our distribution partners without a MLR waiver and anticipate substantially lower 
sales volume if the waiver 1s not obtained. Our organization relies on an agent model for d stnbution of our 
products and advising our customers, and we are not positioned to market directly to consumers at this time. 
Also without an MLR waiver continuing to issue significant amounts of newly underwritten policies over the next 
few years from 2011 to 2013 will only make it more difficult for us to achieve an 80% annual MLR across our 
block of individual medical business. This could serve as an incentive for us and other earners who remain in the 
individual market to minimize their marketing activity prior to 2014 creating a potential lack of product availability 
in the individual market over the next few years and reducing consumer choice in M1ssoun. 

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

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

Initially, when considered m isolation, an 80% MLR w1I result in more dollars of premium being paid out in 
benefits and may result in lower initial premiums (if the new PPACA benefits don't offset all of this}. However, due 
to the items noted above, our view is that premiums will increase at a faster pace in the new environment, and will 
be significantly higher than they would have otherwise been as we reach 2014 

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

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

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

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

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

Sincerely, 

Mark A Wiltse, FSA 
Vice President and Actuary 
American Enterprise Group 
515-245-2253 

********************************************************************** 
NOTICE: This e-mail message and its attachment s a r e for the sole use of 

3 



the intended recipient (s ) . It may contain confidential information that 
is privileged or exempt from disclosure under applicable law. If you are 
not the intended recipient (s), you are notified that the dissemination, 
distribution or copying of this message and/ or its attachments is striccly 
prohibited. If you received this transmission in error, please notify the 
sender by either telephone or e-mail and delete or destroy all copies of 
chis message and its attachments in all media. Thank you . 
***********************************•********************************** 



Hoyt, Amy 

From: 
Sent: 
To: 
Cc: 
Subject: 

mark willse@amerlcanenterorise.com 
Friday, September 02, 2011 3 08 PM 
MLR-Comments 
lisa.sauer@americanenterprise com 
MLR-Comments - World Insurance Company 

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

In the absence of an MLR waiver, carriers may choose to terminate their existing blocks of business and leave the market, 
in an effort to avoid future losses and potential solvency concerns. This may leave many customers in Missouri without 
coverage and very personally disrupted if they are unable to find new 
coverage due to a health condition (before the consumer protections are in place in 2014 and due to ineligibility for the 
new high risk pools during the first six months after cessation of coverage). 

For individual major medical policies that are individually underwritten, MLR's are much lower in the early years 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 underwntten policies over the next few years will only make it more difficult for us to achieve 
an 80 percent annual MLR across our block of individual medical business. This could serve as an incentive for us and 
other carriers who remain in the md1v1dual market to minimize their marketing activity prior to 2014, creating a potential 
lack of product availability for Missouri consumers over the next few years 

As a result of these issues, we respectfully ask that Missouri strongly consider requesting a waiver of the Individual 
Market MLR until 2014 to avoid disruption in the ind1v1dual market and the negative impact the MLR requirement will have 
on Missouri residents, individual insurance carriers, and insurance agents 
and World and its employees. 

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

Yes, World Insurance Company strongly believes that an MLR waiver is needed to avoid significant disruption to the 
individual market in Missouri, ensuring that Missouri customers continue to have choice in the market and the ability to 
retain their existing coverage. Our preference 1s a transitional MLR of 65% for 2011 , 70% for 2012, and 75% for 2013. 
This schedule will still require us to be prepared for the 2014 MLR requirement of 80%. but it would allow us more 
flexibility ln designing the best transition Anything higher than this transition schedule would likely cause significant 
disruption to our business model. We 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 2011 to 2013 will be 
subject to an 80% MLR in 2014). however these expense and commissions reductions would be much less drastic, 
allowing for a smoother. more orderly transition 

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

The MLR regulations will have a significant financial impact on our Company. We operate with very narrow margins and 
the MLR requirement will likely result in losses, with limited possibility of future profitability. Our Company had strong sales 
results in 2010, resulting in a higher proportion of recently sold business with lower loss ratios. For individual maJor 
medical policies that are individually underwritten. MLR's are much lower m the early years after a pol cy is issued and 
increase over time as underwriting "wears off and more health problems develop. Due to our inforce business being more 
weighted towards newer business, It will be very difficult for us to achieve an 80 percent annual MLR In 201 1, and puts us 
at a disadvantage relative to companies that have more mature books of business and a more steady mix of older and 
newer policies (and a correspondingly higher MLR) Continuing to issue significant amounts of newly underwritten policies 
over the next few years from 2011 to 2013 will only make it more difficult for us to achieve an 80 percent annual MLR 
across our block of individual medical business. This could serve as an incentive for us and other earners who remain in 
the individual market to minimize their marketing activity prior to 2014, creating a potential lack of product availability for 
Missouri consumers over the next few years. 



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

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

We believe that an MLR waiver during the transition period, rather than an abrupt shift to an 80% MLR, will allow for a 
smoother and less disruptive transition period as we approach 2014. This will also allow for continued availability of 
coverage options and for the ability of insureds to retain the coverage they currently have in the private market In 
addition, a full waiver will result in a greater likelihood of us being able to maintain a significant market presence 
throughout the transition period and be in a better position to compete in the market in 2014. An MLR waiver would still 
require us to be prepared for the 2014 MLR requirement, but 11 would allow us more flexibility in designing the best 
transition. 

Ill. Consequences to brokers or agents offering products in the individual market if an adj ustment is not sought. 

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

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

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

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

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

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

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

iv. Potential Impact on benefits and cost-sharing of existing products - The absence of an MLR waiver could 
result in carriers minimizing their marketing activity pnor to 2014, creating a potential lack of product availability for 
Missouri consumers over the next few years earners may also choose to terminate their existing blocks of 
business and leave the market, in an effort to avoid future losses and potential solvency concerns associated with 
the MLR requirement This will result in a lack of product availabihty and choice for Missouri consumers. In 
addition, if premium trends increase as indicated above, M1ssoun consumers may be forced to purchase 
coverage that has lower benefits and higher cost-sharing components due to affordability issues. 

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

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

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

Sincerely, 

Mark A Willse, FSA 
Vice President and Actuary 
American Enterprise Group 
515-245-2253 

** ******************************************************************** 
NOTICE : This e-mai l message and its attachments are for the sole use of 
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the intended recipient (s ) . It may contain confidential information that 
is privileged or exempt from disclosure under applicable law. If you are 
not the intended recipient (s ) , you are notified that the dissemination, 
distribution or copying of this message and/ or its attachments is strict:y 
prohibited. If you received this transmission in error, please notify the 
sender by either telephone or e-mail and delete or destroy all copies of 
this message and its attachments in all media. Thank you . 
****************************************************************~***** 


