
Attachment – Issuer Responses to Question #5 
 
 
In "Attachment F" to its June 28 letter, the FOIR reports that Company J expects to owe $3,700,000-$4,100,000 in rebates for the 2011 reporting year based on the 68% 
MLR standard proposed by the FOIR. According to the attachment entitled “Petition Spreadsheet - Revised (6-28-11)" to the FOIR's June 28 letter, Company J 
anticipates a 72.5 percent MLR. At 72.5 percent, Company J's MLR would be above FOIR's proposed 68 percent adjusted MLR standard and thus Company J would not 
be required to pay any rebates. Similarly, the estimated MLRs of Companies C, P, and T are 70 percent or higher, yet the FOIR indicates that they would owe rebates 
under a 68 percent MLR. Conversely, the estimated MLRs of Companies N, S, and L are 65 percent or lower, yet the FOIR indicates that they would not owe rebates 
under a 68 percent MLR. Please revise these issuers' estimated MLRs (and explain the basis for the revisions) or expected rebates, or explain these discrepancies. 
 

Issuer i) Earned 
Premium 

ii) Reported 
MLR 

iii) Estimated 
PPACA 
MLR 

iv) Total 
commissions 

v) Estimated 
individual 
market 
rebate per 
158.221 

vi) Net 
underwriting 
profit in the 
individual 
market 

vii) After-tax 
profit for 
individual 
market 

viii) After-tax 
profit margin 
for individual 
market 

ix) Net 
underwriting 
profit for 
consolidated 
business 

x) After-tax 
profit for 
consolidated 
business 

xi) After-tax 
profit margin 
for 
consolidated 
business 

xii) RBC 
level 2009 

xiii) 
Provided 
notice of 
exit? 

C  $38,632,302  59.2% 71.0% $6,200,000   $1,500,000  $500,000  $330,000  0.9% $190,000  $120,000  0.3% 1001.6% N 

T  $25,412,469  50.4% 70.5% $2,800,000  $2,000,000  $3,400,000  $2,200,000  8.8% $3,500,000  $2,300,000  8.9% 1018.2% N 
a) The estimated PPACA MLRs in item iii) were actually the target rebate loss ratio adjusted down from 80% PPACA requirement.  We estimated that the tax and 

fees adjustment allowed by PPACA worth about 4 to 5% depending on the company and the credibility adjustment by NAIC table worth about 4.5%.  Therefore, 
the final target rebate loss ratio moves down from 80% to 71% & 70.5%.  The actual incurred loss ratio - 63.3% and 56.4% - will then compare to 71% and 70.5% 
to determine if and how much rebate will be paid. 

b) We noticed that the numbers in the above exhibit were a mix of 2009 actual experience and 2011 projections.  Item iii) and v) are based on 2011 projection when 
all the other items are numbers from 2009 calendar year.  The rebate in 2009 calculated using the method stated in a) would be about 4.5 mil for Issuer C and 5.1 
mil for Issuer T. 

 
Issuer J: 
Please note that the information we had previously provided regarding estimated 2011 rebates was based on an 80% MLR assumption.  The responses are amended to a 
$0 estimated 2011 rebate using a 68% adjusted MLR.  Nationwide, we estimate our rebates for 2011 will be $80-$90 million. As of 12/31/2010, Florida represented 5.1% 
of our individual medical earned premium and therefore, the estimated rebate for Florida is $3.7-$4.1 million, which would equate to an estimated PPACA MLR of 72%-
73%.  If the adjustment requested by Florida of 68% is granted, the estimated rebate for Florida is $0. The actual rebate will vary based on our experience within Florida 
and it is not uncommon for there to be swings in the loss ratio of +/- 7% when based on the number of lives in your state. 
 

 Issuer P: 
Please note that the information we had previously provided regarding estimated 2011 rebates was based on an 80% MLR assumption.  The responses are amended to a 
$0 estimated 2011 rebate using a 68% adjusted MLR.  Nationwide, we estimate our rebates for 2011 will be $80-$90 million. As of 12/31/2010, Florida represented 3.6% 
of our individual medical earned premium and therefore, the estimated rebate for Florida is $0.28-$0.32 million, which would equate to an estimated PPACA MLR of 
72%-73%.  If the adjustment requested by Florida of 68% is granted, the estimated rebate for Florida is $0. The actual rebate will vary based on our experience within 
Florida and it is not uncommon for there to be swings in the loss ratio of +/- 20% when based on the number of lives in your state. 


