NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

HEALTH, LONG-TERM CARE & HEALTH RETIREMENT ISSUES COMMITTEE

NEWPORT, RI
JULY 16, 2011
MINUTES

The National Conference of Insurance Legislators (NCOIL) Health, Long-Term Care & Health Retirement Issues Committee met at the Marriott Newport in Newport, Rhode Island, on Saturday, July 16, at 8:00 a.m. 
Rep. Barb Byrum of Michigan, chair of the Committee, presided.

Other members of the Committee present were:



Rep. Kurt Olson, AK


Sen. Carroll Leavell, NM

Rep. Greg Wren, AL


Assem. William Barclay, NY


Sen. Vi Simpson, IN


Assem. Nancy Calhoun, NY


Sen. Ruth Teichman, KS

Sen. Jake Corman, PA


Rep. Ron Crimm, KY


Rep. Marguerite Quinn, PA


Rep. Robert Damron, KY

Rep. Brian Kennedy, RI


Rep. Tommy Thompson, KY

Rep. Charles Curtiss, TN


Rep. Susan Westrom, KY

Del. Harvey Morgan, VA


Sen. Bob Dearing, MS

Rep. Bill Botzow, VT


Rep. George Keiser, ND

Sen. Ann Cummings, VT


Rep. Don Flanders, NH

Sen. Mike Hall, WV

Other legislators present were:


Rep. Bryon Short, DE


Sen. Jim Marleau, MI


Sen. Dean Cameron, ID

Sen. Buck Clarke, MS


Sen. Travis Holdman, IN

Sen. Jerry Klein, ND

Rep. Matt Lehman, IN


Sen. David O’Connell, ND


Rep. Chuck Kleckley, LA

Rep. Michael Stinziano, OH


Sen. Dan Morrish, LA


Rep. Craig Eiland, TX


Sen. Gerald Long, LA


Rep. Herb Font-Russell, VT

Rep. Paul Brodeur, MA

Sen. Maralyn Chase, WA

Rep. Wesley Richardson, ME

Also in attendance were:


Susan Nolan, NCOIL Executive Director


Candace Thorson, NCOIL Deputy Executive Director


Michael Humphreys, NCOIL Director of State-Federal Relations

Jordan Estey, NCOIL Director of Legislative Affairs & Education
MINUTES

Upon a motion made and seconded, the Committee unanimously approved the minutes of its March 5, 2011, meeting in Washington, DC. 
HEALTHCARE SHARING MINISTRIES

Rep. Byrum said that the Committee at the March Spring Meeting had deferred a proposed Healthcare Sharing Ministries Freedom to Share Act—which would exempt religious healthcare sharing ministries from state insurance regulation—to allow for further review and interested-party input.  Because model cosponsor Sen. James Seward (NY) could not attend the Newport meeting, she asked the Committee to again defer consideration until the Annual Meeting in Santa Fe. Upon a motion made and seconded, the Committee unanimously deferred the model.
Robert Holden of the American Association of Preferred Provider Organizations (AAPPO) expressed concern about exempting ministries from state insurance laws and regulations and noted that—while the model would require disclosure to prospective members that ministries are not insurance—the bill wouldn’t provide for transparency in reimbursement information for healthcare providers.
Rep. Byrum asked Mr. Holden to share his concerns with Sen. Seward before the next meeting.
FEDERAL LONG-TERM CARE “CLASS” INSURANCE PROGRAM
Steve Schoonveld of the American Academy of Actuaries (AAA) briefly overviewed the new federal Community Living Assistance Supports and Services (CLASS) long-term care insurance plan, which he characterized as a voluntary, employment-based program.  He said that CLASS was created as part of the 2010 Affordable Care Act and is designed to provide a daily $50 cash benefit, for life, to enrollees in need of long-term care services.  
After outlining the CLASS program’s eligibility rules—which require insureds to pay premiums for at least five years before receiving benefits, among other things—Mr. Schoonveld detailed implementation timelines and actuarial concerns with the program.  He said that CLASS enrollment, as provided in the ACA, would begin in 2013 and that the U.S. Department of Health and Human Services (HHS) was tasked with establishing a CLASS office and advisory council, as well as rules/regulations for enrollment and benefits. 
Mr. Schoonveld said the AAA was concerned that CLASS, among other things:

· uses only a five-year waiting period before enrollees can collect benefits
· permits late enrollment, with limited restrictions
· will not be funded sufficiently to promote vital educational and marketing efforts 

· will not be able to keep rates low enough to keep healthy people enrolled

· will likely experience future rate increases
Mr. Schoonveld said that HHS Secretary Kathleen Sebelius had said CLASS will not be implemented unless it is solvent and sustainable.  He said that HHS was looking at ways to improve the program’s financial stability, including changing the program’s employment and earnings requirements, indexing premiums to rise along with benefits, and establishing steps to minimize people from gaming the rules.  He said these recommendations would likely be released in fall 2011.
Mr. Schoonveld said that AAA would work with HHS toward recommended fixes to CLASS, including opportunities for enhanced eligibility requirements, development of underwriting for spousal coverage, better opt-out and opt-in rules, and review of possible product changes, such as instituting a lifetime maximum benefit.
During discussion, Committee members voiced concerns that the CLASS program:
· wasn’t adequately funded at startup
· would eventually need to raise premiums to cover benefits, which could make the coverage unaffordable and discourage young and healthy enrollees 
· lacks incentives for agents, brokers, and employers to offer the CLASS benefits

Upon a motion made by Sen. Simpson and seconded by Rep. Keiser, the Committee unanimously voted to send a letter to HHS Secretary Sebelius expressing legislator concerns with the program, as currently structured.

OUT-OF-NETWORK REIMBURSEMENT

Robin Gelburd of FAIR Health updated Committee members on progress on establishment of an independent, non-profit database of regional medical pricing.  She said the database—the result of a 2009 legal settlement between health providers and the New York State Attorney General’s office—sought to provide insurers, consumers, and providers with transparent estimates of what charges, reimbursements, and consumer out-of-pocket costs might be for a medical procedure in any given region of the country.  She said that previously data being used by insurers and healthcare providers was unreliable and contained inherent conflicts of interest.
Ms. Gelburd said that information about potential costs for uninsured consumers and for out-of-network treatment has historically been unavailable and said that FAIR Health hoped to produce transparency in the market by making such information publicly accessible via its Web site.
MEDICAL LOSS RATIOS/AGENT COMPENSATION

Rep. Keiser outlined his concerns with new Affordable Care Act (ACA) medical loss ratio (MLR) rules, which require insurers to spend 80 and 85 percent of premiums on medical—rather than administrative—costs in the individual/small group and large group markets respectively.  He then overviewed North Dakota’s experience in instituting similar MLR rules, commenting that they didn’t lower costs for consumers.  Rep. Keiser noted that Montana did not have MLR rules in place but saw the same premium levels.
Rep. Keiser said that new federal MLR rules are treating compensation that insurers pay to producers as an administrative expense.  He said that, particularly in states like his—where one or two large insurers dominate a market—smaller, more regional companies rely on agents/brokers to compete.  He said that if agent fees aren’t excluded from MLR rules, smaller companies would stop using agents and consumer choice would suffer. 
Rep. Keiser said that several Members of Congress had introduced federal legislation to exempt producer compensation entirely from the new MLR rules.  He said that NCOIL should support the bill’s adoption and urge action by passing a proposed NCOIL Resolution in Support of H.R. 1206, The Access to Professional Health Insurance Advisors Act of 2010, which he sponsored.
Because the resolution was submitted after the 30-day deadline for Summer Meeting consideration, the Committee unanimously voted to suspend the deadline rule and discuss the resolution.  

INTERESTED-PARTY C0MMENTS

During discussion that followed, supporters of the resolution said that: 

· Some companies are cutting agent commissions by as much as 50 percent and that, absent a legislative fix, insurance agents will leave health insurance markets.
· The MLR rules are one-size-fits-all requirements, which harm small insurers at the benefit of large insurers.
· Larger companies will continue to grow, at the detriment of smaller insurers and competition, if the role of agents/brokers is not protected.
· Smaller insurers see cuts to agent commissions as one of a few ways to comply with the MLR rules and remain solvent.
Opponents of the resolution said that considering agent/broker commissions to be a medical expense would reduce the money that pays for medical treatment, among other things.
Assem. Calhoun expressed concern that supporting H.R. 1206 would provide a blanket exemption for all agent commissions.  She said that while she understood small insurers might be at a competitive disadvantage if they lose their agent workforce, a two-tiered approach that looks at company size would be more appropriate.  
Rep. Byrum said the Committee had received a July 13, 2011, letter signed by 53 organizations that urged opposition to the proposed resolution.

Upon a motion made by Rep. Crimm and seconded by Rep. Keiser, the Committee then voted by roll call of 17 to 4 to adopt the resolution.

Those voting in favor of the resolution were Assem. Barclay, Sen. Corman, Rep. Crimm, Rep. Curtiss, Rep. Damron, Sen. Dearing, Rep. Flanders, Sen. Hall, Rep. Keiser,  Rep. Kennedy, Sen. Leavell, Del. Morgan, Rep. Olson, Rep. Quinn, Sen. Teichman, Rep. Thompson, and Rep. Westrom.
Those opposing the resolution were Rep. Botzow, Assem. Calhoun, Sen. Cummings, and Sen. Simpson.

DISCONTINUED HEALTH INSURANCE POLICIES

Rep. Curtiss said that he had received calls from his constituents regarding increasingly unaffordable premium rates when health insurers no longer market and enroll new patients into constituents’ plans.  He said that one insured developed cancer after the company stopped issuing the insurance policy and that his premiums increased dramatically because there were no longer new, healthy enrollees to help spread risk.  Rep. Curtiss commented that someone with a chronic condition has few options available. 
Rep. Curtiss asked that the Committee look into discontinued plans, which he said were often called “closed books of business.”  Upon a motion made and seconded, the Committee unanimously voted to seek industry and consumer comments on the issue.
ADJOURNMENT

There being no other business, the Committee adjourned at 10:00 a.m.
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