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BEFORE THE KANSAS | NSURANCE DEPARTMENT

PUBLI C HEARI NG RE:
HEALTH REFORM PROVI SI ON

TRANSCRI PT OF
PROCEEDI NGS,

beginning at 1:00 p.m on the 14th day of March,
2011, at the Law Capitol Plaza Hotel, Maner
Conference Center, 1717 Sout hwest Topeka

Boul evard, in the Cty of Topeka, County of
Shawnee, and State of Kansas, before Lora J.
Appi no, RPR-RVR, Certified Shorthand Reporter.
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COWM SSI ONER PRAEGER:  Good afternoon.
It's just, what, a week away from spring, and as
our headline in our paper this norning said,
w nter makes a last ditch-effort, but fortunately
it's not sticking. It doesn't |ook too bad out
t here.

Well, for those of you who don't know who |
am | am Sandy Praeger, the Kansas | nsurance
Commi ssioner, and | want to formally call to order
this public fact-finding hearing that is being
convened by the Kansas | nsurance Departnent and
really thank all of you for taking the tine to be
her e.

Let nme introduce the folks that are here with
me. Ken Abitz, who is the head of our Financi al
Surveil |l ance Division; Zac Anshutz, who is our
chief | egal counsel; and Linda Sheppard, who is
t he head of our Accident and Heal th Licensing
Di vision, but is also our in-house chief of our
heal th i npl enentation, the Affordable Care Act
I npl enentation team So, Linda is really doing a
| ot of the heavy lifting on the various neetings
and opportunities for getting public input that we

are trying to create as we go through this

process.
. _:__;
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So as you all know, under the provisions of
the Affordable Care Act, beginning with the
current 2011 plan year, the year we are in right
now, i nsurance conpani es nust neet a mni mum | oss
ratio of 80 percent in the individual and the
smal | group health insurance market. Health
I nsurance that do not neet the standard in 2012
wi || have to begin paying rebates or refunds back
to their insureds.

And as the Insurance Comm ssioner for Kansas,
| really am concerned about the inpact of the new
standard on i nsurance conpani es that are operating
I n Kansas and any potential disruption of the
mar ket as a whole. And ultimately, our duty is to
protect the consuners, and ultinmately narket
di sruption affects consuners as well.

So on January 14th, 2011, this year, | issued
a Notice of Hearing to solicit testinony about the
potential for disruption in the individual market
resulting fromthe inplenmentation of the 80
percent MLR standard, and that -- |ooking at the
standard, not just for this year but going forward
up until full inplementation in 2014, the
Af fordabl e Care Act states that the nedical |oss

cal cul ation has three conponents: The
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rei mbursenents for nedical services. So that's
easy. You pay a doctor, you pay a hospital,
that's nmedical service. The cost per activities
that are envisioned to inprove health care
quality, and the cost of all other non clains
costs, excluding taxes and fees, comonly referred
to as the adm nistrative cost of health care. So
t ake out the taxes and fees and other -- and ot her
non clains costs and that's the adm nistrative
si de of the equation.

The National Association of |Insurance
Comm ssioners, NAIC, through the accident and
heal t h wor ki ng group, which is part of the life
and health -- or the life and health actuari al
task force, which nowis just the |ife task force
- we have divided it into two separate working
groups - spent hours neeting in person and through
conference calls to devel op a recommendati on for
t he net hodol ogy to be used for the -- for the --
for conmputing the MLR And the recomendati on was
submtted to U S. Departnent of Health and Human
Services, and HHS issued its final regulation on
M.R i n Decenber, |argely based on the NAIC s
recomrendati ons. They nmade a few changes, but the

| aw actual |y said the NAIC shall develop the
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nmet hodol ogy and the Secretary shall certify. So
there wasn't a lot of |atitude there.

So the specific issue that we are going to
hear about today regards the inpact of the m ninmum
| oss ratio standard on the Kansas health insurance
market, and in particular the individual market.

The Secretary of HHS has established a
process by which a state may request an adj ust nent
to the MLR standard that is based on evidence that
the application of the 80 percent MR wi ||
destabilize the states' individual market. And |
woul d just point out that |ast week the first
wai ver to a state was granted in the State of
Mai ne, which, from an individual market
standpoint, is very stressed. They have very few,
very few carriers witing. So they received a
wai ver of 65 percent over three years. The first
two years 65 percent, the third year they are
going to have to justify if they stay at the 65
per cent .

So we will begin our public hearing process,
and | just want to rem nd those that are
testifying, speak directly into the m crophone.
Are you able to hear ne okay? And then, yes, turn

off cell phones, like this. You know, you take it
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1 out of your pocket or your purse and you push

2 power end. |It's enbarrassing to be the one giving
3 the instructions to do it and then have mne ring,
4 whi ch has happened to ne.

5 kay. I'Il turn things over to Director of

6 Accident and Health, Linda Sheppard.

7 M5. SHEPPARD: Good afternoon. Thank

8 you, Comm ssioner.

9 My nane is Linda Sheppard and | am Director
10 of the Accident and Health Division and project

11 manager for the Departnent's inplenentation of the
12 Affordable Care Act.

13 As Comm ssi oner Praeger stated, today's

14 hearing is being held in order to focus on

15 gathering testinony regarding the potential inpact
16 of the new 80 percent MR requirenment on the

17 Kansas i ndividual health insurance market.

18 In addition, although the HHS regul ati ons

19 currently limt the opportunity for a waiver or an
20 adjustnent to the MLR in the individual market, we
21 are wlling to accept testinony during this
22 hearing regarding the potential inpact of the new
23 M_.R standard on the small group market, as that
24 I nformati on nmay be requested at sone future date.
25 We ask the persons testifying and nenbers of
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the public who may want to comment to please limt
their comments only to those two issues. For this
hearing, we will not entertain comments on the
nmerits or problens with the federal | egislation,
whet her the legislation will be around in the
future, or anything other than the potenti al

| npact of the new MLR requirenent on the stability
of the Kansas health insurance market.

This is the procedure we will follow As of
right this nonent, we have seven individuals who
have previously requested an opportunity to
testify today. This testinony is being recorded
by the court reporter, whose nane is Lora. Thank
you, Lora. And the statenents wll be nade under
oath and all persons testifying will be sworn in
by Lora. And when you -- when you conme up to
testify, if you have a business card that you can
give to her, that would be great. OQherw se, if
you woul d just spell your nanme for her when you
cone up, that wll help her get it -- nake sure
she gets it properly in the record.

After each wtness conpletes their testinony,
t he Comm ssioner may, at her discretion, ask
guestions of the wtness or seek clarification of

statenents made during the testinony. This
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process will be conpleted with each subsequent
W t ness.

Once all w tnesses have conpleted their
testinony, the hearing portion of the neeting wll
be closed and the neeting wll be open to comments

fromthe public. Menbers of the public comenting

wll not be sworn in. |If you wish to be heard,
you need to fill out a form and | think each of
you was given a formthat you could fill out if
you wanted to speak. And if you -- if you want to
speak, just fill out the formand bring it up with
you when you conme up. |If you need a form |et Bob
know and he'll bring one for you, and just fill

out the formand bring it up to the m crophone
with you when you cone up to speak.
And to go ahead and begin, our first speaker
this afternoon is Robert Richey.
ROBERT RI CHEY,

presented as a wtness, was sworn and testified as
fol |l ows:

MR. RICHEY: |'m Robert Richey, an
I ndependent agent from Wchita, Kansas, and -

COW SSI ONER PRAECER: Do you want to
pull the mic up just alittle. Oh, you m ght

actually check to nmake sure it's on. The other
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one. Yeah. There you go. There we go.
MR. RICHEY: |'m Robert Richey, an

| ndependent agent from Wchita, Kansas, and |I'm
here to tal k about the inpact that the insurance
agent's conmmi ssion being as part of the
admnistrative fees may cause carriers that are
trying to stay conpetitive and solvent to not be
able to continue paying agents. They may try to do
their business direct, nmaybe through a point and
click systemon the Internet, |like you buy a
travel ticket. And so I'mtrying to bring to you
a personal story that may be able to help you
understand the role of an agent and why it's
| nportant to keep agents invol ved.

| insure a group in Hal stead, Kansas, that
back in March of 2007 had a enpl oyee's spouse that
was di agnosed with cancer. This spouse was
needing to get treatnent, and the recommended
treatnment for her at that tinme was using a Gamma
Knife treatnment center up in Kansas City. Her
carrier had declined the coverage for that
treat ment because they said at the tine it was not
consi dered proper treatnent for her particular
type of cancer; that she would need to go through

a radical surgery rather than trying to use the
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Gamma Kni fe system

They appeal ed that process and were again
denied, and so then it went to a third party
appeal. And this is -- this takes tine to do
those. So it was July of 2007 that they had
applied to the State |Insurance Conm ssioner's
office through the third party appeal. That's the
process that we have in place in Kansas. And the
I ssue that they ran into was that their appeal was
bei ng del ayed because there was not an avail able
doctor in the State of Kansas to review her
appeal. Under state |law, they have to have a
doctor in the State of Kansas certified to do the
type of procedure that they are revi ew ng.

At that tinme they finally went to their
enpl oyer. The enpl oyer contacted ne and asked ne
for help with this claimsituation. As their
agent, imediately | contacted the carrier, found
out the situation, contacted the Kansas |nsurance
Departnment and realized that under state |law there
was nowhere for this to go at the nonent. So |
contacted Catholic Charities in Wchita to see if
they could help with the cost of this because we
couldn't get insurance to go one way or the other

at this point. W needed to go a different route.
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Catholic Charities had agreed to pay for the
surgery if it could be done, and their nedical
director agreed that it would help their

si tuati on.

After the nedical director reviewed the files
that | was able to obtain, after getting the
proper HI PAA aut horization formand getting the
nmedi cal records to them they cane back and said,
no, we really don't think that we can hel p, but |
have al ready acconplished one thing for this
insured at this nonent. It's no longer a matter
of paynent. W now have soneone willing to pay
for their services. So they are already feeling a
little better know ng that sonmeone cares, they are
willing to pay for it.

Now, | went another step further. Wen I
talked to the nedical director at Catholic
Charities or Via Christi where they have a Ganma
Knife center, they recomend that | contact M D.
Ander son down in Houston to see if they could get
this particular patient in for treatnent using
their proton beam accelerator. They have four of
these in the United States, and it's sonething
that they felt could possibly work under her

circunstance with the informati on they had at the
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tine.

So | sent those nedical records dowmn to MD.
Anderson, and this is all within the confines of
about a two-week period fromwhen | was contact ed.
They | ooked at it and said we need to have a new
MRI to nmake sure that this cancer hasn't advanced
and that it's sonething that we can do, but they
contacted ne back within 24 hours of ne sending
themthe nedical records. So it was very, very
qui ck.

Wien | got the phone call back within two
days after themreview ng the nedical records and
the new MRl that they had received, they said, no,
there is nothing we can do for this patient. This
pati ent needs to get in hospice care inmmedi ately.
So | asked them are you going to contact this
patient or her doctor to |let them know that there
I's nothing that could be done. They said, well,
based on the H PAA laws, we - we don't think that
we have the ability to do that. She's not
actually a patient of ours at the nonent. So |
had to make the phone call and tell them you
know, we have sent this to MD. Anderson, there is
not hi ng they can do.

When | did that, the patient then et ne know
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that they had started coughing up bl ood the
norni ng before. They knew it had gotten into
their lungs, it was termnal. W got themon
hospi ce immedi ately. The patient died just about
two weeks later. So there was very little tine
after that, but we acconplished a second thing for
this patient. Not only did we find funding
avai l abl e for them outside insurance, but we also
got their files in front of the nedical director
at Via Christi and we got their files in front of
M D. Anderson, one of the best cancer centers in
the United States. So they were also able to
under stand that soneone al so cared not just about
paying for it, but cared to have the best nedical
m nds look at their files, and there was not hi ng
that could be done at this point.

This was all done because they had an agent.
Wt hout having an agent involved, it's going to be
a point and click systemand you' re not going to
get that. So | just wanted to share this story
wth you. This is why we need to keep agents
i nvolved. | did submt this in witing to the
Departnent, as | wasn't sure | was going to be
able to be here today. So you do have this in

case you need it. Thank you.
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COW SSI ONER PRAECGER:  Thank you, Robert.
Do you have any questions?

| think you nmake a very clear case for the
val ue that the agent brings to the process and
appreci ate your good worK.

MR. RICHEY: Thank you.

M5. SHEPPARD: Qur next speaker this
afternoon is Tom Bryan. ay. Then Terry, that
bri ngs you up, Terry Dressman.

TERRY DRESSMAN,
presented as a wtness, was sworn and testified as
fol |l ows:

MR. DRESSMAN: (Good afternoon, folks. MW
name is Terry Dressman. | amthe president of the
Greater Kansas City Association of Health
Underwiters. And like Robert, too, |I'man
I nsurance agent. | do sell health insurance and
ny clients have relied upon that for over 20
years.

H's story is not unlike every one of the
agents that | represent in Kansas City, which we
have 200 active nenbers. W represent over 1,200
just on the Kansas side of the netropolitan area.
| know that there is probably 4,000 here in the

State of Kansas that are actively trying to
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provi de, you know, health insurance for the
I ndi vi dual s here in Kansas.

The biggest problemthat | see wth this MR
and havi ng devel oped products back in the '80s,
Sandy, | don't know if you know this, but ny past
life was | worked in insurance conpani es and
wor ked in and consulting actuarial conpanies
devel opi ng products trying to determ ne, you know,
what the rates should be based upon neeting a | oss
ratio that we had to neet back in the '80s. So ny
j ob was, you know, in devel oping products was to
fileit with the state insurance departnents and
t hen, obviously, to try to maintain those bl ocks
of business. So |I'mrather -- I'mrather educated
on the idea of what this MMRw Il do. And the
| nsurance conpanies in January sent ne sone Dear
John letters and said your conm sSions are now
going to be cut in half, and those conm ssions are
ny livelihood. | don't have an extra job. |I'm
not selling Amnay on the side. This is a
full-time job. And the agents that | represent as
the president there in Kansas City, they have the
sane exact MO And we have been working in this
i ndustry to inprove the |ivelihoods of Kansans.

And Rob Richey's story, and many that | can tell

prm@ffﬂlggs

Reporting Serwice. Inc.
(Main Office) Technoloqy Specizhsts m Complex Libgatim (Metro Kansas City)
Topeka, KS i Overland Park, KS

www.appinobiggs.com



3/14/2011 PUBLIC HEARING 19

© 00 N o o b~ W DN P

N D DN NMNDNN P P PP,
o A WO N P O © 0N OO O A W N - O

you that have already submtted, are the -- going
beyond and above what you would normally expect an
agent to do, but that's what we are paid to do.
Qur job is to nake sure that these people get the
services that they expect underneath their
policies. And when you take and essentially pull
a rug out fromunderneath that agent and say that,
you know what, we are not going to be able to pay
you anynore, because we are not independently
weal t hy people, we have -- we have a need to be
able to choose what we can do in order to continue
to survive as an agent. And this particular nove
was, in ny opinion an insurance conpany's
survival, too. Their underwiting has tightened
up significantly, and so just witing an
application today is no guarantee that they are
going to be able to see a policy in a couple of
weeks. |If they can run a couple of marathons in a
nonth, then they are going to be able to get a
policy, but I have already witten at |east a
dozen apps in the last six weeks and they have all
been declined, declined because of nedical
hi story.

My objective in this particular neeting is to

| et you know t hat we have been harned al ready and
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It's disrupted this market considerably and we are
two years out. Am | enpathizing for Blue Cross
Bl ue Shield of Kansas? Absolutely not. [|I'm
enpat hi zing for the insurance agent. |'mhere to
try to provide the manpower, the people that are
going to be able to educate the people out there
In the State of Kansas that there are products
that can hel p serve their needs, but they may be
very expensive, because | had a synposium | ast
Wednesday and in that synposium over in Kansas
Cty we had 170 people attend and we provided
evi dence of what the Massachusetts connector is
already charging. I'ma little bit ol der than
nost people, so ny famly wth four people would
be charged $2,545 a nonth. [|'m55, folks, and
that's a nonth. And if you nmake over 63,000, you
don't get any subsidies in the State of
Massachusetts. So that's a little bit of a tough
nut to crack here in Kansas. You just generally
don't have two -- two incones that can neet the
70-sone t housand dol | ars.

And so what |'mtrying to leave with this
particular hearing is that the agents have al ready
been harmed. Qur inconmes have been devastated and

we are trying to -- we are trying to wade through
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these neetings in establishing this exchange for
the benefit of Kansans, but, obviously, for our
own |ivelihood. W are trying to provide a
programthat's going to help sustain the health
care needs here for these people in the State of
Kansas. And | do appreciate the opportunity to
testify, Sandy.
COW SSI ONER PRAECGER:  Thank you, Terry.

Are you -- you say -- | nean, you are already
hearing from sone of the conpanies that - that
you represent that they are -- and your coll eagues

that you work with are doing the sane. Have you
seen people nove to another line of work in this
really great job market?

MR. DRESSMAN: Last year we had 275
peopl e attend that synposium This year we had
170, and about 25 of those people were new
menbers. And we have been -- | would say that we
have al ready | ost 10 percent of our enpl oyee base.
They have already fled. And do | have that nunber
exact? Well, 170 from 270 is a pretty telling
story.

COW SSI ONER PRAEGER:  You know, Terry,
we asked -- when all of this was being discussed

and | wanted to take sone informati on back to our
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NAI C, could you just kind of run through the |i st
of sone -- we have heard the personal story from
Robert, and you've talked a little bit about what
you do, but just sone of the additional services
that go beyond just selling a product.

MR. DRESSMAN: And | appreciate this
opportunity because, you know, typically we are in
a small group market. So, Linda, this is really
going to address nore of the small group market
t han the individual market.

A lot of small enployers -- the majority of
nmy business is small enployers, and the average
size in the State of Kansas is probably six or
seven |ives.

You know, we actually help themwth a |ot of
their human resources work. You know, they can't
afford to farmit out. 1It's generally the owner
of the conpany that's trying to wear three
different hats. And our job is to make sure that
t hey, you know, they educate their enpl oyees on
what the benefits are to nake sure that those
enpl oyees are constantly served.

| carry a cell phone, it is on stun, and |
don't want anybody to think that |I'minaccessible.

Peopl e can call ne on the weekends, they can tal k
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to ne, and | do have, | do have people call ne and
ask ne, you know, how do we -- you know, how do we
handl e this particular issue? And there is a |ot
of hand- hol di ng, because as | sit down with
particular clients, | run into cases |like the
followng: | had a gentleman who was working wth
a trucki ng conpany and he has been struggling to
try to, you know, provide a benefit that, you
know, is decent for his enployees. W cane in

Wi th a good conpany product and we sat down and we
wor ked t hrough every single enpl oyee on an

I ndi vi dual basis and told them what their benefits
were. Well, this gentleman is |ike 60 years of
age, he cones in and he starts |ooking at these
benefits. You know, there are several options, we
pi cked one of the options for him and he says, |
really don't have a | ot of noney, and | can see
his gl asses are, you know, are taped in the

m ddl e. You know, he needs a new pair of gl asses.

We've got a vision plan in place. W've got a

dental plan in place. | can see that his teeth
are not comng together right. |[|'mtalking about
what we do as a whole. Before | left that

neeting, | had himset up so that he could be in a

new pair of glasses and a new set of dentures.
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And w thin about 35 days fromgetting that policy
i n place, those were in place. He said he hadn't
had his gl asses or his teeth changed since he got
out of prison about eight years ago.

That's a comm tnent that we nake as
I ndi vidual s to, you know, hunble ourselves to
their situation because we wear a I ot of suits and
ties, we can be rather intimdating, but for the
nost part it may be the only people that they see
that conmes in their house and tal ks about the very
serious nature of incidents that they face on a
l'i vel i hood.

The idea of going beyond and above, | have
clients that don't get that service on a click and
run basis. They cone back to us and ask us, now,
what did | get into here? |If | went through
anot her 20 stories, because | think I sent you
five of them and | ripped those off in about
seven mnutes, folks, because they are just com ng
off that quickly. You can run into these
situations every single day.

And, you know, | actually went to KU and |
t aught graduate students over there. | taught
mat h. You know, we had this gentleman cone in on

Wednesday and we tal ked about literacy levels in
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the State of -- in the State of Mssouri, in the
nation as a whole. You know, people are reading
at about maybe a seventh or an eighth grade |evel.
If you don't have sonebody who knows on a
face-to-face basis how to ask the questions to
hel p them understand their policy, this could be a
ni ght mar e.

This plan in Kansas, to make it work, is
going to need professionals on the ground who are
pen ready to make this work. Thank you.

M5. SHEPPARD: Thank you, Terry. Scott
Day? Scott, | don't think you were in the room
when we said it. |[|f you have a business card you
could give to the court reporter and we'll nake
sure she gets your nane included correctly. Thank
you.

SCOTT DAY,
presented as a witness, was sworn and testified as
fol |l ows:

MR, DAY: M nane is Scott Day. Sone of
you wll recognize ne. | advertise nyself. |'ma
board nenber of the Kansas Association of Health
Underwriters serving as the treasurer, but |I am
not here testifying today on behalf of the Health
Underwiters, I'mtestifying on behalf of Day
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| nsurance Solutions. W are a health and life
I nsurance agency | ocated here in Topeka, Kansas.
Ckay?

Sandy, to answer an earlier question, | am
currently working | ooking for another |ine of
busi ness. Okay? W do 95 percent health
I nsurance. MR, PPACA is not going to do anything
to lower health insurance premuns. It just got a
whol e heck of a lot harder to sell health
I nsurance, to keep small businesses into health
I nsurance, to do all of that. |It's gotten a whole
| ot harder.

And to second or reaffirm T Terry Dressman's
coments, our conm ssions are being cut. So I'm
going to do just as nuch work, probably nore due
to health care reform yet I"'mpaid |less. kay?
| don't expect anybody to feel sorry for us. |
don't feel sorry for us. This is what's dealt for
us, this is where we're going. So |I am | ooking
for other lines of business. But health care
ref orm al ways opens new opportunities. There is
al ways sonet hing to do.

Day | nsurance Solutions is going to do just
fine under health care reform |'mnot worried a

lick about it. [|'mnot going to be chasing
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pronoti ng health insurance sales near like | was.
W are shifting away fromthat. That's the
reality of this scenario. W are noving as

qui ckly away from health insurance sales as |
possi bly can.

And right now, today, small groups are
dropping health insurance. Today they can't
afford health insurance. | nean, we are
struggling every day to keep theminto health
i nsurance. W are raising deductibles to $5, 000.
We're carving out RX plans. W' re doing everything
we can to keep the small busi ness owner insured.
Yet, everything we are doing today is outlawed
under this scenario. And then you take nedi cal
| oss ratios, | nean, | have talked to a couple of
nmy conpani es. They inmmediately cut comm ssions to
try to neet the nedical loss ratios. They
couldn't do it before. | nean, services from
| nsurance conpanies are being cut. | nean, no
nore fancy brochures show ng how their plan works,
no nore sales marketing teans expl aining the
products to the agents. All that stuff is being
cut. So the insurance industry is -- is under
dire jeopardy.

Vell, if all those services are being cut,
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who is doing the custoner service on these pl ans
I n exchange? Who is going to do that? MR rips
away services, who is going to do that? Well, I'm
going to tell you right now we al so sell Medicare,
and the average tine for a Medicare client concern
I s about an hour and a half in our office. That's
the average length of tinme to do custoner service
on one of our clients, on one. And why is it so
difficult? Because they call their insurance
conpany who has the ned supp plan or the Mdicare
advant age plan, whatever it is. And it's always,
oh, that's a problemon the Medicare side. So
then you' ve got to call Medicare. | don't know if
any of you have ever tried to call Medicare. It's
45 mnutes getting to the right departnent. And
once you get there, then you're calling back your
I nsurance conpany rep who just told you it's
Medi care's fault and you' re nmaki ng that
connection. That's how we handl e Medi care
custoner service. |It's a three-way call because
one side says the other, and this is where this
stuff is going.

You call a big insurance conpany today and
you get Joe Snow i nsurance agent account rep. You

call back the next tine, it's sonebody el se. You
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never get the sanme -- you don't get the conmtnent
to the custonmer service. So we see this stuff
going to that nodel. |It's going to be custoner
service is -- is not going to be provided. That's
sonething that we do. W take care and protect
our clients.

| nmentioned snmall enployer groups are
droppi ng heal th insurance today, and everything we
are trying to do to keep themin is going to be
out | awed.

There is a new way that we are attacking this
probl em today, and sone of this is -- even the
broker world don't |ike sone of the things that we
are doing to keep enployers insured, but you're
going to see a new dawn and a new rise in products
and it's comng in the formof limted plans.
You're going to see surgical plans com ng back.
You're going to see plans that just address nmjor
need parts of the conponent, and they are going to
be outside of this exchange world. So there is
still going to be a product. | already see them
We are already installing them You put in a
limted plan that nmaybe has good surgical
benefits, and you don't have chenp and you don't

have this type of things provided in that plan.

prm@ffﬂlggs

Reporting Serwice. Inc.
(Main Office) Technoloqy Specizhsts m Complex Libgatim (Metro Kansas City)
Topeka, KS i Overland Park, KS

www.appinobiggs.com



3/14/2011 PUBLIC HEARING 30

© 00 N o o b~ W DN P

N D DN NMNDNN P P PP,
o A WO N P O © 0N OO O A W N - O

But you know what this reformdoes? | don't care.
| f sonebody on that plan gets sick today and needs
cheno, |'ve got a guaranteed issue PPACA pl an.

The PCI P, guaranteed issue, it's pretty

af fordable. You just stick themon there and they
are covered. |It's totally shifting the need for
people to buy health insurance.

If it's all guaranteed issue, there is no
need, and we already are seeing this. Enployers
are going to | ower cost plans providing basic
services and they have the unbrella of PCIP to
cover their enployees in case they really get
sick, and that's howit's going to be under the
exchange. And brokers will take care of
thenselves. We'IlIl still nmake noney hel pi ng
people, it's just a different way to attack the
problem And MLR, PPACA has done all that. It's
just -- enployers still want to provide, they want
to do the right thing, it's just nobody can afford
It today, and it's really going to be unaffordable
tonorrow. Thank you.

COW SSI ONER PRAEGER:  Scott, could you
-- since the waiver that we are, you know,
potentially trying to gather information to

potentially apply for really relates only to the
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I ndi vi dual market, can you -- what kind of

experi ence have you had in your agency wth
conpanies that you wite for selling an individual
product? Have you seen the sane kind of reduction
I n comm ssi ons?

MR. DAY: Underwriting has gotten a whol e
heck of a |lot harder to place. GCkay. Stuff that
used to be ridered can no | onger be ridered. So
getting people onto health insurance has gotten a
whol e | ot tougher. W just don't have the
opti ons.

The children piece, you know, we used to do a
ton of witing children. W would pull them off
expensi ve group plans and put themon a really
affordabl e | owcost 40 to $60 a nonth plans and we
could save famlies tons of noney. Well, that got
taken away. | nean, carriers are not insuring
chil dren because of the guaranteed issue
conponent. So we have seen those two big things.

We have seen a huge up-tick inthe limted
pl ans. People are |ooking at the high-risk pool,
which is way too expensive. They have a six-nonth
wait to go onto the PCIP plan, so they are taking
sone of these plans that aren't even considered

maj or nedical. They don't count agai nst the six
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nonths PCIP waiting period, and they are running
the gane right now of |1've got a surgery table.

If | do get sick, | can go under the PCIP and pay
the higher premumthere later. So we are seeing
a huge uptake in people gam ng the system They
are taking the limted plans. W have the
protection of PCIP after six nonths. W are just
seeing a lot of that taking place in the

i ndi vi dual market.

COW SSI ONER PRAECER: And have you seen
fromthe conpanies in the individual market,
you're seeing the reduction in -- in conm ssion as
wel | ?

MR. DAY: Yes. | nean, two of our -- we
wite three carriers heavily, and I'mnot going to
mention them by nane, but one kept the conmm ssions
the sane. They were pretty nmuch | ower than
everybody el se anyway, and then two of our other
carriers have -- have -- one has knocked it 50
percent, the other one is at |east 40 percent off.
They were our second and third -- | nean, it's a
hit to us, but it's not -- to other producers who
are mllion dollar producers of those conpani es,
it would be devastating. | nean, to us, they were

out second and third. W usually went to them
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because they had easier underwiting guides, stuff
like that. You always had a place for a conpany.
One conpany would wite this and, you know, they
would wite this disease or this one wouldn't, so
we al ways had this gane where we are shifting back
and forth between carriers trying to find the best
fit.

But, no, we have seen the conmm ssion drops on
that side. It's the small group market that |'m
worried about, too. | nean, | think that one is
in dire straits.

COW SSI ONER PRAEGER:  And, of course,
the waiver opportunity isn't there for the -- for
the small group market, unfortunately.

MR. DAY: Yeah, and then we were al so
doing a lot of trying to shift small enployers to
I ndi vi dual i nsurance, and, you know, it would have
been really nice if enployers could contribute to
I ndi vi dual policies, but we -- it's just gotten a
whol e ot harder to wite sonme of this up, not
perfectly healthy cases.

COW SSI ONER PRAEGER: Ckay. Thank you.

MR. DAY: Thank you.

M5. SHEPPARD. Next speaker, D ane
Thornton. No? kay. Brenden Long? Al right.
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| s there soneone here from I MA Fi nanci al
G oup that wanted to speak? | was told there
m ght be.

And is there soneone from Humana here who
woul d |i ke to speak? Ckay.

Is there anybody el se who had maybe had not
signed up to speak but was interested in
testifying? kay.

M CHAEL MURPHY,
presented as a witness, was sworn and testified as
fol |l ows:

MR. MURPHY: (Good afternoon. | have a
witten-out statenent |'mgoing to read, which is
not normally how | present things, but I will go
t hrough that and be happy to answer any questi ons.

UNI DENTI FI ED SPEAKER: Do you have a
name?

MR. MURPHY: M nane is, well, first of
all, | said good afternoon, but |I want to
specifically say thank you to the Conm ssioner for
giving us a chance to tal k today.

My nanme is Mchael Murphy. |'mthe CEO of
Coventry of Kansas. Sone of you | know, sone of
you I'll get a chance to neet, |'m sure, today.

On behal f of Coventry and our nore than 280
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enpl oyees in the state, | want to express our
appreciation again for the departnent, as well as
Sandy and the staff, for giving us a chance to
tal k about this very inportant topic.

Coventry is a significant provider of health
I nsurance in the state, and we currently provide
| nsurance coverage to 230,000 Kansans, a little
nore than 12,000 individual nenbers across the
State of Kansas.

My comments will be brief. Coventry wl|l
followwth nore detailed witten testinony for
the record. However, in ny statenent today, |
want to | eave the Departnent with three main
poi nt s.

The first, Coventry supports the decision by
the KID to apply for federal adjustnent to the 80
percent MR requirenent for the individual market.
We al so ask that the KID seek an orderly
transition period until 2014. Qur specific
request is that we have a 65 percent MR in 2011,
and gradually and systematically increase that in
subsequent years. Qur recommendation is to go to
70 percent in 2012 and 75 percent in 2013.

We believe this approach will provide the

best conditions to allow carriers to nmake the
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necessary adjustnents to their business and
contracts, given the disconnect that we have today
between the short tinme to conply wth the new
federal requirenents issue -- and the rules issued
in late 2010 and the | onger lead tine necessary to
| npl enent changes to our operations.

Most inportant, it will ensure a continued
conpetitive environnent and pronote stable access
by consuners to new and existing individual health
pl ans.

Second point, without a federal adjustnent,
we believe there is a reasonable |ikelihood that
the application of the 80 percent MR requirenent
wi Il destabilize the individual market in Kansas,
sone of which we have already heard about, which
Is the standard identified for granting an
adj ust mrent under Section 2718 of the Affordable
Care Act and subsequent regulations fromthe U S.
Departnent of Health and Human Servi ces.

As a relative newconer to the individual
mar ket in Kansas, Coventry has a nuch newer bl ock,
conpared to nost established plans. As a result,
our MLRs run today consi derably bel ow the 80
percent mandate. Application of the 80 percent

standard will result in unsustai nable | osses for
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Coventry's individual health plan business and
rai se maj or concerns about our ability to continue
operating this segnent of business in the State of
Kansas.

The third point, our fell ow Kansans wl |l feel
the ultimate harmif an adjustnent is not
provided. W've heard a little bit about this
already. It wll reduce the coverage choices
avai lable to the individuals and faml|ies who need
to turn to the individual market for coverage
before 2014. It will reduce the |evel of
conpetition and | ead to higher prem uns, which
w || make coverage | ess affordable and potentially
I ncrease the nunber of uninsured.

It wwll harmour partners in the broker and
producer community who are not able to continue
pl aying a val uable role in assisting consuners to
make the best plan choice for them
Finally, it will cause carriers who are required
to scale back their operations in this nmarket
space to reduce jobs.

Agai n, we encourage and support the decision
by the KID to seek a federal adjustnent and
orderly transition to the 80 percent MR standard

to avoid a reasonable |ikelihood of market
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destabi | i zati on and subsequent harmto the
residents of Kansas.
Once again, | appreciate the opportunity to
provi de our comments and the efforts by the KID to
ensure conti nued and stabl e access by Kansans to
the individual health plan market. That's ny
of ficial statenent.

COW SSI ONER PRAEGER: M ke, woul d you
clarify your comment about that you have a newer

bl ock of business and, therefore, you are bel ow

the -- would have trouble neeting the 80 percent?
MR MJRPHY: W have, in relative terns
in the market, I'mnot sure how all the different

carriers rank in terns of volune, but ours as an
I ndi vidual block is relatively small, which neans
two things. One, it's nuch nore volatile. MRs
junmp all over the place. They can go from 50
percent to 90 percent fromone year to the next
dependi ng on what happens, particularly with |arge
cases.

The other is there are people who actually
depend on individual insurance as their primry
I nsurance over a long period of tinme because they
are in business for thensel ves or sonething of

that nature, versus sonebody just buying a gap
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policy because they are between jobs or sonething
| i ke that.

So the larger your block, the nore of those
peopl e who are nore stable. And the |onger
sonebody is in insurance coverage, typically the
cost of caring for them goes up over tine as we
all age. So a larger block indicates that it's a
| arger portion of essentially |ong-termindividual
pol i cyhol ders, but you're generally going to have
a higher MLR as a group. Does that nake sense?

COW SSI ONER PRAECGER:  Yeah, it's sort of
counter-intuitive. But if you have a younger,
heal t hi er group, for exanple, you m ght not be
payi ng out as nuch in nedical clains but your
adm nistrative costs are still there, nmaking it
nore difficult to neet the -

MR MJURPHY: Right.

COW SSI ONER PRAEGER:  -- MR

MR. MURPHY: Yeah. | don't -- |'m]just
reflecting what our block currently shows. W can
certainly provide sone factual
actuari all y-supported docunentation to back that
up.

| think one of the coments that was nade

earlier, which, to your point exactly, the
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| egislation as it's wittenis alittle bit --
does exactly the opposite of what we would like to
see it do in sone regards. Certainly we are

| ooki ng for nore coverage for nore people and
making it nore affordable, but what happens is it
takes the | east costly prem um plans essentially
out of the market for |ike benefits.

As an exanple, if it costs us, to nmake the
math sinple, if it costs ne $50 a year to
adm ni ster an insurance policy for an individual,
which is less than $5 a nonth, and you add that
onto a policy that costs $85, so you're charging
them 120, if by raising the MLR we'll have to
spend a bigger -- bigger percentage of those
dollars delivering health care, there is not $50
| eft over to cover ny costs. So in order to get
to a percentage, it gives ne the sanme $50, the
overall premumhas to go up in price.

So what we're doing is we're elimnating the
| ow-end | owcost prem uns that nost, whether
you're a col |l ege student or sonebody just | ooking
for a catastrophic coverage or sonething of that
nature, is wlling to pay for or willing to -- and
then they can afford and they want to be in the

mar ket pl ace, those are essentially going to
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di sappear. You nmay end up with sone sort of
specialty type plans that were tal ked about
earlier, but they certainly don't provide the
conpr ehensi ve coverage that people need to have
and shoul d have and prefer to have.

COW SSI ONER PRAECGER: Ckay. Thank you.

MR. MJRPHY. Thank you.

LOU SM TH,

presented as a witness, was sworn and testified as
foll ows:

MR SMTH M nane is Lou Smth. |[|'man
I ndependent agent in Wchita, Kansas, wth
Harrington Health, and 1'd |ike to add sone
coments to sone of those nmade this norning -- or
this afternoon already regarding sone stories. |
want to relate a story to you as it relates to the
M.R.

If we recogni ze those of us in the business
that MLRs are going to put pressure on agent's
conm ssi on, reducing them and indeed one
comercial carrier, for exanple, has renoved
comm ssions entirely from enpl oyer groups fromtwo
enpl oyees up to 50. This particular |arge
commercial carrier sent out notices to renove

comm ssions entirely, and that's going to put
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pressure on the involvenent of the trusted agent
or trusted advisor for many, many enployers, and |
want to relate a story to you that can perhaps put
sone flesh on that story. And all of us have

t hese kinds of stories, by the way.

This story goes back about three years ago
wor ki ng with an enpl oyer group who had struggl ed
over tinme with their rates clicking along at
doubl e digit increases every year. And they were
debating the issue of should they pass along the
cost to the enpl oyer group, should they raise
deducti bl es, should they increase their
out - of - pocket, should they reduce benefits, what
could they do?

And so working with -- with our office, we
put together an overall conprehensive plan to
encourage their enployees to take better health.
Wl l, how do you do that? Well, one notionis to
rai se deductibles to force the enpl oyees to pay
nore out of their pocket, nmaybe be nore careful
per haps in how they spend their doll ars.

Anot her way m ght be to encourage enpl oyees
to just sinply take better care of thensel ves.
What a novel thought. And indeed, in any -- all

of this national health initiatives that we see
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com ng down the pike, there is really nothing in
that to encourage us as consuners to take better
care of our health. Because after all, health
care costs are related to what expenses we incur
as a result of our diseases and injuries.

This particul ar enpl oyer put together a plan
to encourage their enployees to not snoke. They
put a premumdifferential in the first year for
enpl oyees that snoked to encourage themnot to
snoke. They put a premumdifferential into
encourage their enployees to have their well ness
exans. Now, mnd you, this was an enpl oyer who
al ready had 100 percent coverage for wellness. A
review of the data reflected | ess than 15 percent
of their enployees were taking advantage of that
100 percent wellness. |'mtalking about
mammogr ans, pap snears, PSAs, the well ness exans
for kids. Fifteen percent or |ess were taking
advant age of that.

So how do you encourage, how do you ask
enpl oyees to take full advantage of their health
I nsurance and maybe forestall sone unwanted health
I nstances down the road? Wll, they put an
I ncentive in if you did not appear for a health

fair annually, you and your spouse, you had to pay
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a financial penalty if you did not appear. |If you
appeared, not only did you get all your blood work
and | ab work all covered at 100 percent, you get a
full report back to you, the enpl oyee or spouse,
to take to your physician and discuss with them
But if you did not appear, you had to pay a
financial penalty to not appear and not take those
tests.

The third thing they did was ask their
enpl oyees to work with a |ifestyle coach. Wat's
a lifestyle coach? That's soneone who is going to
| ook over all this data and fill out a health
questionnaire about their health history. |It's
called a health risk appraisal. And then the
coach reviews this health risk appraisal and | ooks
at things |ike do you snoke? What's your wei ght?
What's your height? Do you wear a seat belt?
VWhat's your diet? Do you eat salads? Just basic
dietary information, but also discuss your BM.

This health coach would call you at hone and
ask you what do you want to work on to inprove
your health. Well, nost of us, we already know
what we need to work on for -- to inprove our
heal th, nost of us already have a good idea. And

so the coach would work with that individual to
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work with themin identifying sone health need,
and then through the course of naybe six or eight
phone calls encourage themto do that. But -- so
t he enpl oyer put that incentive in place. $So the
snmoki ng incentive, they go do the | ab work, and do
the health risk appraisal incentive, and al so work
with a health coach. They had three incentives.
To do all that, it would take |l ess than an hour a
year, less than an hour. And you m ght expect the
enpl oyer had a |l ot of noise. A |lot of enployees
resisted that. Wiy are you asking -- why are you
interfering wwth that. So the enployer, for the
first year, put that in effect.

The second year they did it again. They had
alittle bit nore noise, but not quite as nuch,
but we did it again for the second year.

Begi nning on the third year, the nmanager of
this particular enployer wanted to nake a
presentation to all of his enployees, very nuch in
aroomlike this. He said, | want to tell you a
story. He introduced the whole health fair
di scussion by this story and | want to relate it
to you because it makes the point | think. He
i ndi cated that he enbraced this whol e program

sonmewhat reluctantly because he did not understand
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why encour agi ng your enployees to do these things
m ght help lower their health care costs, but he
did it anyway because he was a manager and he felt
the need to support nmnagenent's decision and did
it.

And so the first year he had his PSA and it
was, as | recall, it was like 2.6. The second
year he had his PSA, and this gentleman is in his
50 -- is 52 years old, as | recall, he had his PSA
and it elevated to over five, his PSA. And so
when he got his lab results back, he took that to
hi s physician and the physician says, you know,
it's nore than doubled, it's sonething we ought to
take a | ook at. They did a test on him and
further tests and decided to do a biopsy. They
found a very severe case of -- and |'m not
famliar with all the types of prostate cancers,
but this particular one was very aggressive, it
grows very fast.

As a result of that, he was referred then out
of state and had sone prostate surgery, and he
related this story to his enployees that day. And
you have to, | guess, value that soneone is
willing to stand up in front of their enpl oyees

and tell this kind of story, personal story. But
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he married late in life, in his mdto |ate
thirties, and had sone young children. As he
related this story, he said had he not had those
PSA exans, had he not done those tests, his doctor
had told himthat this particular type of
aggressi ve cancer was such that it would have been
asynptomatic. He wouldn't have had any synptons
until it would have been too late for himto be
hel ped in any fashion.

He -- as he told the story, he began to cry
and he said how valuable it was for himnow to be
around to see his daughter's nmarri age and
graduation, his son's graduation from coll ege, and
he interspersed that story with that. But his
poi nt about that was were it not for that health
fair that he reluctantly enbraced, he woul d not
have had that kind of story to relate to his
enpl oyees. That year we had not one conpl ai nt
fromhis enpl oyees about the health fair and the
tests they had to go through.

And there are other stories, people who have
| ost wei ght, people who have quit snoking, all
those kinds of stories. Now, all that grew out of
t he advice and counsel they received fromtheir

agent, their broker, because heretofore their
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coverage, their insurance coverage covered 100
percent of those services, but no one was taking
advantage of it. So was it not for the counsel to
put in incentives, you know how we consuners are,
we don't do very much without hitting your

pocket book anyway, but were it not for those

I ncentives, they would not have encouraged himto
do what he did.

And by the way, that particular group has had
two years of back-to-back now of zero percent
change in their insurance premuns. Can | take
responsibility for that? No. | wish | could, but
| think it's nore than coincidence that prior to
the inplenmentation of these prograns they were
suffering through double digit increases and now
t hey' ve seen back-to-back zero changes in their
heal th i nsurance prem um

So | relay that story to you to tell you that
| think the role of the insurance agent working
with enpl oyers is very, very val uable, and |
think, as -- everything | read and hear com ng
down the road is going to damage that
rel ationship. You have already heard testinony
earlier about what inpact that's going to have. |

think it will damage that, and it's unfortunate
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because | think nore and nore enpl oyers are going
to be looking for financial relief through this to
help I ower their cost, and this is just one story
that | think brings that hone. Thank you.

COW SSI ONER PRAEGER:  Thank you.

M5. SHEPPARD: Do we have anyone el se?
And I'Il give you your option. Do you just want
to make public comment or do you actually want to
it have it on the record?

M5. OCHSNER: Onh, | can just neke a
conmment .

M5. SHEPPARD: (Ckay.

M5. OCHSNER: |'m G na Ochsner from
Century Health Solutions -

M5. SHEPPARD: Ch, you're certainly
wel cone to cone up.

M5. OCHSNER: Onh, okay.

M5. SHEPPARD: Yeah. W'I|l go ahead and
cl ose the formal portion of the hearing, unless
there is soneone el se who wants to talks.

M5. OCHSNER: G na Ochsner with Century
Heal th Solutions. W are a conpany here in
Topeka, and we do have two separate divisions of
our conpany. O course, one is our independent

| nsurance agency, and so | certainly concur with
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all the comments here today regardi ng declining
comm ssions and the inpact to the agent/broker
comuni ty.

The ot her side of our business, however, is
al so being inpacted by the MRL (sic) that is not
bei ng discussed a |lot, and that's the opportunity
to maintain provider networks. Many carriers, of
course, own and operate and naintain their own
provi der networks, but | think | can speak for
themas well. That adm nistrative cost conponent
I s being reduced, as well as other adm nistrative
areas.

There are al so conpani es that contract
directly to soneone like Century. W are an
| ndependent PPO and we are avail able for |ease and
contract with many i nsurance conpanies. So, in
essence, we work in partnership with themto
provide a | ocal conprehensive provider network
when they are not in the business of doing that
provi der contracting thensel ves.

Regardi ng the individual market specifically,
you know, | do think back to a nunber of years ago
where we maybe had a handful of individual
carriers who used our provider network. Today we

have one. | think it's a fairly strong carrier,
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but they already contacted ne nonths ago and
basically said that they are slashing their
provi der network relationships throughout the
country. Kansas specifically was a target. And
unless | was able to renegotiate our network fees,
that they would no | onger be able to use our
provi der network and may have to consi der
withdrawing fromthis service area. So, of
course, this is an inportant carrier in the
market. | think it's inportant to the consuners
in this area. They are certainly an inportant
carrier to our livelihood, so we did renegotiate
our network access fees. W are probably now
providing services to themat a |loss, but that was
necessary on their behalf to neet the new
requi renments of the MR

And |i kew se, again, the carriers who al so
mai ntai n and operate their own networks. | have
tal ked wwth many of them You know, they are
cutting their staff in network contracting, they
are cutting their staff in provider relations.
And | think that not only will consuners be hurt
by those efforts, but there is also the provider
I ndustry that's going to hurt fromthe reduction

of those adm nistrative costs, as well.
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COWM SSI ONER PRAEGER:  Thank you.

Now, there are a nunber of things included in
the adm nistrative fees. Anti-fraud efforts, for
exanpl e, that the case has been nade there ought
to be sone recognition of that helping froma
quality standpoi nt, and that case has been nmade.

MR CGROSS: [|'d like to nake sone
conment s.

COW SSI ONER PRAEGER:  Sure -- do you --
yeah. Do you have a business card, just so -

MR GROSS: Sure.

COW SSI ONER PRAEGER: We're just trying
to make sure the court reporter has correct nanes.
Ckay. Thank you.

MR GROSS: My nane is Mke Goss. |I'm
an i ndependent agent and | have been in the
busi ness for decades, anyway, and being a little
ol der | have spent -- | spent about 15 years as a
carrier manager and now |'ve got tinme again back
on the independent agent side. And | think
probably one of the nost val uabl e conponents of
what agents and brokers provide is for the
under st andi ng of cl ains, how clains are handl ed,
why the custonmer got paid a certain anount. And

quite frankly, it's not that the carrier doesn't
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try to do a good job, they do. | think they've
got to protect thenselves. And if you start
expl ai ni ng sonething and you use too nmany words or
you try to use an exanple, then the carrier

I ndi vidual finds thenselves in this circle that
goes around for 30 or 40 or 50 mnutes, and it can
take up a lot of tinme and they still really don't
get the job done.

| think because we sell a policy, because we
explained it to that custoner initially, we
understand exactly the way it's supposed to work
and we understand what parts should be covered,
what parts shouldn't. And as we can go back
t hrough the whol e process of that claimand where
they went, they were in network, out of network,
we can -- we can sort through the whole thing, but
| think a real inportant conponent in this is we
deal with the end user all day every day.

And just like Terry said | ast Wednesday in
the synposium we | earned about health literacy,
and it's a big deal. There are a |ot of people
out there that function at about a sixth grade
|l evel. | think about that every day when sonebody
has a claimproblem | break it down to the

smal |l est level, the easiest way to understand it,
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1 and | don't let go until that person understands
2 why that claimwas paid in that fashion. [If |

3 don't, then they'll call ne back next week and

4 we'll do it all over again.

5 So |l think -- | think the claimis a very

6 | nportant conponent. And like |I said, |I'mkind of
7 old, it seens to ne |ike back in the early

8 nineties in California, the State of California

9 deci ded that they were going to let their -- let
10 all those insurance buyers take a break. You

11 could either buy the insurance policy wthout an
12 agent and save six percent or you could elect to
13 have an agent. And if ny nenory serves, 93

14 percent of the people buying insurance in the

15 State of California decided to have an agent

16 because nobody el se was going to help them

17 otherwise. So | think it's a big deal.

18 COWM SSI ONER PRAEGER: | actual ly think
19 It was even higher than 93.
20 MR, GROSS: Pardon ne?
21 COW SSI ONER PRAEGER:. | said | think it
22 m ght have even been hi gher than 93 percent.
23 MR. GROSS: Gkay, okay. That's good.
24 M5. SHEPPARD: Anybody el se who woul d
25 like to comment? Gkay. Then closing conments.
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COW SSI ONER PRAEGER:  Let ne just thank
everyone, of course, and rem nd everyone that the
wai ver opportunity is just in the -- for the
I ndi vi dual market, so being able to denonstrate
di sruption, and we have received witten comments
from-- froma nunber of conpanies. W did ask
the conpanies to submt data that will be specific
to the questions that we have to respond to from
HHS to be able to submt a waiver request.

You know, | think it was good to hear the
existing problens in the small group narket
because | don't think there is a lot of -- a |ot
of difference. Obviously, selling to an
individual is a little bit nore tine intensive
than selling in a small group, but it still, in
bot h cases, | abor intensive and very service
oriented fromthe -- fromthe agent's -- agent's
st andpoi nt .

So we wll continue to have our dial ogue
t hrough our national association with HHS. W
have an executive |level commttee that is working
wth HHS. W have actually drafted a nodel that
should the bill, the |law, get opened up again for
anendnents, and there has been sone expression of

interest in doing that, then that woul d be an
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opportunity for us to ask that the agent
comm ssion just be pulled out and treated nuch the
sane way that state and federal taxes are treated,
but that remains to be seen whether or not they
wi Il even open it up for any additional changes.
There is a strong interest right now, | would
point out, in opening up the |Iaw and changi ng the
flexibility which now states can apply for general
wai vers if they can denonstrate that they are
going to still cover the sanme nunber of people for
the sane price and, you know, a |lot of -- you have
to denonstrate a | ot of maintenance of effort
ki nds of things, but that's not avail able until
2017. And | think they realized that that really
Is a problem and there is a bipartisan group that
-- in Congress that has suggested that the | aw be
changed, opened up and that that be | ooked at
because you don't -- we are working on our
exchange i nplementation right now That's --
that's going to be a very |IT and expensi ve process
to get it up and running, and states don't -- if
they think they m ght want a waiver fromthe --
sone of the requirenents aren't going to want to
spend that noney to devel op their exchanges to be

up and running in 2014 and then in 2017 apply for
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sone flexibility.

So the flexibility opportunity, | think there
are many in Congress, and -- and the president has
even said that he'd like to see that -- that noved
up to 2014. So, but that would require -- and |
think that's I ess controversial than -- than sone
of the other issues. That would require opening
up the law. And once the lawis opened up for an

anendnent, then the agent conm ssion issue coul d

be dealt with as well. So I guess we'll see what
happens.

| think they are -- they have denonstrated
with Maine that they are -- if a good case can be

made, that they are interested in |ooking at

wai vers. Now, |'ll point out that in Mine they
have their state system Dirigo, and they have two
other plans witing in the individual market. So
they really don't have nuch in the way of a
conpetitive individual market in Maine. So we --
we'd have to denonstrate the sane thing. Right
now, | nmean, | hope we -- | hope we don't get to
a situation where we just have a couple of
conpanies witing. Miine' s problemhas been
around for a long tine. |It's not because of the

new health reform | aw. But that -- those are the
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ki nds of -- they have | ooked at the Mai ne exanpl e,
t hey' ve granted a wai ver.

If we file a waiver in the individual nmarket,
we are going to have to make a strong case that we
also wll have market disruption. So that's what
we'll be -- that's what we will be taking under
advi senent and | ooking at the data that conpanies
have subm tt ed.

W appreciate you being here today, all of
you. Scott?

MR. DAY: | would dare to say that we
don't have that big of a market in Kansas. |
nmean, there is just very few select carriers we
can place business with that are conpetitive.

COW SSI ONER PRAEGER: Wl l, that's --
and that's the kind of data that we are
collecting, so -- and it's -- | know when we talk
about how many heal th i nsurance conpani es do we
have licensed in the state, that nunber is nuch

| arger than the nunber of health insurance

conpani es actually enrolling folks. So it's -- it
Is -- it is a smaller market than - yeah. Thank
you.

MR. RICHEY: Just to comment on that,
according to the HHS website where they have the
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heal t hcar e. gov.

COW SSI ONER PRAEGER:  Yes.

MR. RICHEY: The individuals -

THE REPORTER  |I'msorry, | can barely
hear you.

COW SSI ONER PRAEGER:  Yes.

MR. RICHEY: According to the HHS
website, the options available in Kansas, when you
put in a specific zip code to see what carriers
are available, when I'"'mputting in a Wchita zip
code it cones up with eight carriers as an option.
O course, two of those are -- (inaudible.) So we
really have seven carriers to choose fromat this
poi nt .

COW SSI ONER PRAEGER: Right, and it is
i nportant. | nean, there are a nunber of plans
that are out there offered under different
corporate nanes, but it is the sane -- the sane
entity. Yes.

UNI DENTI FI ED SPEAKER: |If | may ask
tinmeline on applying for a waiver, is this
sonething that we're looking at trying to get a
handl e on within the next 60 days, 90 days?

COWMM SSI ONER PRAEGER:  Well, we need to

get -- conpanies need to know what the rules are
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going to be because if they're not -- if they are
-- if we have to enforce the nedical loss ratio
requirenents, it wll be for 2012. So the sooner
we can get that sorted out, the better. | nean, |
think we would like to get sonething filed, if
we're going to file. [If we feel |Iike we have
sufficient information -- and | think these were
avai | abl e?

M5. SHEPPARD:. Yes.

COW SSI ONER PRAEGER:  Yeah, you shoul d
have gotten a copy of the specific questions that
we sent to the conpani es and asked for feedback
on. So we're not going to -- | nean, we're going
to try to get sonething dealt with here in the
next -- as soon as we can.

M5. SHEPPARD. W have on the -- | nean
as far as collecting the information, we have --
we had given folks up until a week fromtoday, so
the 21st, to get all information submtted, any
witten information that was going to be submtted
as of next week, and then, you know, we'll begin
the process to start |ooking at what we -- at what
we have at that point and naking a decision
whet her or not we have sufficient evidence to

support the application.
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UNI DENTI FI ED SPEAKER: |Is there an HHS
deadline on filing the waiver?
COW SSI ONER PRAEGER:  No. No. It's

nore -- the deadline is froma conpany standpoi nt
that if -- if it looks like there are going to be
| ssues around MR, we'll - we need to know before

2012 when the conpani es woul d have to begin
sendi ng rebates.

You know, the rebate, | haven't heard a | ot
of discussion around the rebate, but to ne it
seens |ike a paperwork nightmare for the
conpani es, but what do | know.

UNI DENTI FI ED SPEAKER: That's an accurate
assessment.

UNI DENTI FI ED SPEAKER: Particularly on
the group side because you have to split the
rebate between the enployer and the enpl oyee- based
contribution rate.

COW SSI ONER PRAECGER:  That's -- yeah.
Ch, yeah.

UNI DENTI FI ED SPEAKER: And nobst of us
don't capture that information today.

COW SSI ONER PRAECGER:  Yeah. It's --
it's, yeah, it's a nightnare.

UNI DENTI FI ED SPEAKER: | f an i ndi vi dual
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Is with a carrier and a plan that end up having to
pay a rebate back and that individual was
receiving a federal subsidy, where does the rebate
go?

COW SSI ONER PRAEGER Wl |, they won't
be getting the federal subsidy until 2014.

MR. RICHEY. Right, on the exchange.

COW SSI ONER PRAECGER:  Yeah, right.

MR. RICHEY: So does that rebate go back
to the exchange to divide back out? Does that
rebate go to the individual, the enployer and back
to the feds?

COW SSI ONER PRAEGER: Those are all good
questions and to be determ ned.

MR RICHEY: If |I'ma subsidized
I ndi vidual, if they keep paying ny conmm ssions, |
may be.

COWM SSI ONER PRAEGER:  Here's -- yeah.

MR RICHEY: And | find out there is a
plan that's overcharging, | may want to go under
that one so | can get ny hands on a rebate check a
year from now.

COW SSI ONER PRAECGER:  The -- one of the
| ssues, one of the concerns around the people

recei ving financial assistance through the subsidy
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is that if -- and we have had these di scussions
and | think, again, the jury is still out, but if
a person's econom c status changes during that
year and they have a plan for a plan year with a
subsidy that is -- that they are receiving, first
of all, they are getting the subsidy based on | ast
year's incone tax return. So it's already old
i nf ormati on.

I"'mglad I'"'min Kansas, let ne just say that,
not having to deal with sone of these
| npl enentation i ssues at the federal |evel because
there are a lot of -- there's a |lot of questions
| i ke that that are still up in the air, and we
want to encourage people to be able to buy a plan
and stay on that plan for the whole year. You
don't want people having to -- the churning
process. And so we have been naki ng those
statenments, as well, that it -- there needs to be
sone ability for sonebody to be able to receive
the subsidy for the -- for that year, regardless
of what happens with their status. But the way
the lawis witten, it doesn't appear that that's
going to be the case.

So again, we'll have to sort through. That

wi || be another area we have to sort through, but

prm@ffﬂlggs

Reporting Serwice. Inc.
(Main Office) Technoloqy Specizhsts m Complex Libgatim (Metro Kansas City)
Topeka, KS i Overland Park, KS

www.appinobiggs.com



3/14/2011 PUBLIC HEARING 64

1 we are violating ny rules about going way beyond

2 t he nedical | oss waiver in the individual and

3 smal | group market, but it all does kind of

4 rel ate.

5 So | just, | guess, the nessage for all of

6 you who were willing to show up today and offer

7 your advi ce and counsel, just know that through

8 our national association insurance regulators are
9 still at the table. They are still seeking our

10 advi ce and counsel, and so we -- and | -- and they
11 are listening, so that's a good thing. And there
12 Is still some tinme to fix sone of these things,

13 al though the MLR needs to get fixed quickly, if

14 there is a fix, an available fix out there, we

15 need to -- we need to identify it and work with

16 Congress to try to get it inplenented.

17 So if there is nothing else, thank you all again.
18 I f you have witten comment, we'll be receiving

19 witten coments until the 21st, so you can send
20 that in. As | said, we have already received
21 comment from a nunber of our conpanies. Ckay. W
22 are adj our ned.
23 ( THEREUPON, the public hearing concl uded
24 at 02:20 p.m)
25
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CERTI FI CATE
STATE OF KANSAS
Ss:

COUNTY OF SHAWNEE

I, Lora J. Appino, a Certified Shorthand
Reporter, conm ssioned as such by the
Suprene Court of the State of Kansas, and
aut hori zed to take depositions and
adm ni ster oaths within said State pursuant
to K S. A 60-228, certify that the foregoing
was reported by stenographic neans, which
matter was held on the date, and the tine
and place set out on the title page hereof
and that the foregoing constitutes a true
and accurate transcript of the sane.

| further certify that | amnot rel ated
to any of the parties, nor am|l an enpl oyee
of or related to any of the attorneys
representing the parties, and | have no
financial interest in the outcone of this
matter.

G ven under ny hand and seal this

day of , 2011.

Lora J. Appino, C.S.R No. 0602
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authorized (1) bring (4) CEO (1) collecting (2)
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<B> Bryan (1) certify (3) comment (8)
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base (1) buyers (1) changes (5) commission (6)
based (6) buying (2) changing (1) commissioned (1)
basic (2) charged (1) Commissioner
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best (5) Capitol (1) Christi (2) companies (24)
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        01                      COMMISSIONER PRAEGER:  Good afternoon.

        02            It's just, what, a week away from spring, and as

        03            our headline in our paper this morning said,

        04            winter makes a last ditch-effort, but fortunately

        05            it's not sticking.  It doesn't look too bad out

        06            there.

        07                 Well, for those of you who don't know who I

        08            am, I am Sandy Praeger, the Kansas Insurance

        09            Commissioner, and I want to formally call to order

        10            this public fact-finding hearing that is being

        11            convened by the Kansas Insurance Department and

        12            really thank all of you for taking the time to be

        13            here.

        14                 Let me introduce the folks that are here with

        15            me.  Ken Abitz, who is the head of our Financial

        16            Surveillance Division; Zac Anshutz, who is our

        17            chief legal counsel; and Linda Sheppard, who is

        18            the head of our Accident and Health Licensing

        19            Division, but is also our in-house chief of our

        20            health implementation, the Affordable Care Act

        21            implementation team.  So, Linda is really doing a

        22            lot of the heavy lifting on the various meetings

        23            and opportunities for getting public input that we

        24            are trying to create as we go through this

        25            process.
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        01                 So as you all know, under the provisions of

        02            the Affordable Care Act, beginning with the

        03            current 2011 plan year, the year we are in right

        04            now, insurance companies must meet a minimum loss

        05            ratio of 80 percent in the individual and the

        06            small group health insurance market.  Health

        07            insurance that do not meet the standard in 2012

        08            will have to begin paying rebates or refunds back

        09            to their insureds.

        10                 And as the Insurance Commissioner for Kansas,

        11            I really am concerned about the impact of the new

        12            standard on insurance companies that are operating

        13            in Kansas and any potential disruption of the

        14            market as a whole.  And ultimately, our duty is to

        15            protect the consumers, and ultimately market

        16            disruption affects consumers as well.

        17                 So on January 14th, 2011, this year, I issued

        18            a Notice of Hearing to solicit testimony about the

        19            potential for disruption in the individual market

        20            resulting from the implementation of the 80

        21            percent MLR standard, and that -- looking at the

        22            standard, not just for this year but going forward

        23            up until full implementation in 2014, the

        24            Affordable Care Act states that the medical loss

        25            calculation has three components:  The
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        01            reimbursements for medical services.  So that's

        02            easy.  You pay a doctor, you pay a hospital,

        03            that's medical service.  The cost per activities

        04            that are envisioned to improve health care

        05            quality, and the cost of all other non claims

        06            costs, excluding taxes and fees, commonly referred

        07            to as the administrative cost of health care.  So

        08            take out the taxes and fees and other -- and other

        09            non claims costs and that's the administrative

        10            side of the equation.

        11                 The National Association of Insurance

        12            Commissioners, NAIC, through the accident and

        13            health working group, which is part of the life

        14            and health -- or the life and health actuarial

        15            task force, which now is just the life task force

        16            - we have divided it into two separate working

        17            groups - spent hours meeting in person and through

        18            conference calls to develop a recommendation for

        19            the methodology to be used for the -- for the --

        20            for computing the MLR.  And the recommendation was

        21            submitted to U.S. Department of Health and Human

        22            Services, and HHS issued its final regulation on

        23            MLR in December, largely based on the NAIC's

        24            recommendations.  They made a few changes, but the

        25            law actually said the NAIC shall develop the
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        01            methodology and the Secretary shall certify.  So

        02            there wasn't a lot of latitude there.

        03                 So the specific issue that we are going to

        04            hear about today regards the impact of the minimum

        05            loss ratio standard on the Kansas health insurance

        06            market, and in particular the individual market.

        07                 The Secretary of HHS has established a

        08            process by which a state may request an adjustment

        09            to the MLR standard that is based on evidence that

        10            the application of the 80 percent MLR will

        11            destabilize the states' individual market.  And I

        12            would just point out that last week the first

        13            waiver to a state was granted in the State of

        14            Maine, which, from an individual market

        15            standpoint, is very stressed.  They have very few,

        16            very few carriers writing.  So they received a

        17            waiver of 65 percent over three years.  The first

        18            two years 65 percent, the third year they are

        19            going to have to justify if they stay at the 65

        20            percent.

        21                 So we will begin our public hearing process,

        22            and I just want to remind those that are

        23            testifying, speak directly into the microphone.

        24            Are you able to hear me okay?  And then, yes, turn

        25            off cell phones, like this.  You know, you take it
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        01            out of your pocket or your purse and you push

        02            power end.  It's embarrassing to be the one giving

        03            the instructions to do it and then have mine ring,

        04            which has happened to me.

        05                 Okay.  I'll turn things over to Director of

        06            Accident and Health, Linda Sheppard.

        07                      MS. SHEPPARD:  Good afternoon.  Thank

        08            you, Commissioner.

        09                 My name is Linda Sheppard and I am Director

        10            of the Accident and Health Division and project

        11            manager for the Department's implementation of the

        12            Affordable Care Act.

        13                 As Commissioner Praeger stated, today's

        14            hearing is being held in order to focus on

        15            gathering testimony regarding the potential impact

        16            of the new 80 percent MLR requirement on the

        17            Kansas individual health insurance market.

        18                 In addition, although the HHS regulations

        19            currently limit the opportunity for a waiver or an

        20            adjustment to the MLR in the individual market, we

        21            are willing to accept testimony during this

        22            hearing regarding the potential impact of the new

        23            MLR standard on the small group market, as that

        24            information may be requested at some future date.

        25                 We ask the persons testifying and members of
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        01            the public who may want to comment to please limit

        02            their comments only to those two issues.  For this

        03            hearing, we will not entertain comments on the

        04            merits or problems with the federal legislation,

        05            whether the legislation will be around in the

        06            future, or anything other than the potential

        07            impact of the new MLR requirement on the stability

        08            of the Kansas health insurance market.

        09                 This is the procedure we will follow:  As of

        10            right this moment, we have seven individuals who

        11            have previously requested an opportunity to

        12            testify today.  This testimony is being recorded

        13            by the court reporter, whose name is Lora.  Thank

        14            you, Lora.  And the statements will be made under

        15            oath and all persons testifying will be sworn in

        16            by Lora.  And when you -- when you come up to

        17            testify, if you have a business card that you can

        18            give to her, that would be great.  Otherwise, if

        19            you would just spell your name for her when you

        20            come up, that will help her get it -- make sure

        21            she gets it properly in the record.

        22                 After each witness completes their testimony,

        23            the Commissioner may, at her discretion, ask

        24            questions of the witness or seek clarification of

        25            statements made during the testimony.  This
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        01            process will be completed with each subsequent

        02            witness.

        03                 Once all witnesses have completed their

        04            testimony, the hearing portion of the meeting will

        05            be closed and the meeting will be open to comments

        06            from the public.  Members of the public commenting

        07            will not be sworn in.  If you wish to be heard,

        08            you need to fill out a form, and I think each of

        09            you was given a form that you could fill out if

        10            you wanted to speak.  And if you -- if you want to

        11            speak, just fill out the form and bring it up with

        12            you when you come up.  If you need a form, let Bob

        13            know and he'll bring one for you, and just fill

        14            out the form and bring it up to the microphone

        15            with you when you come up to speak.

        16                 And to go ahead and begin, our first speaker

        17            this afternoon is Robert Richey.

        18                                   ROBERT RICHEY,

        19            presented as a witness, was sworn and testified as

        20            follows:

        21                      MR. RICHEY:  I'm Robert Richey, an

        22            independent agent from Wichita, Kansas, and  -

        23                      COMMISSIONER PRAEGER:  Do you want to

        24            pull the mic up just a little.  Oh, you might

        25            actually check to make sure it's on.  The other
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        01            one.  Yeah.  There you go.  There we go.

        02                      MR. RICHEY:  I'm Robert Richey, an

        03            independent agent from Wichita, Kansas, and I'm

        04            here to talk about the impact that the insurance

        05            agent's commission being as part of the

        06            administrative fees may cause carriers that are

        07            trying to stay competitive and solvent to not be

        08            able to continue paying agents. They may try to do

        09            their business direct, maybe through a point and

        10            click system on the Internet, like you buy a

        11            travel ticket.  And so I'm trying to bring to you

        12            a personal story that may be able to help you

        13            understand the role of an agent and why it's

        14            important to keep agents involved.

        15                 I insure a group in Halstead, Kansas, that

        16            back in March of 2007 had a employee's spouse that

        17            was diagnosed with cancer.  This spouse was

        18            needing to get treatment, and the recommended

        19            treatment for her at that time was using a Gamma

        20            Knife treatment center up in Kansas City.  Her

        21            carrier had declined the coverage for that

        22            treatment because they said at the time it was not

        23            considered proper treatment for her particular

        24            type of cancer; that she would need to go through

        25            a radical surgery rather than trying to use the
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        01            Gamma Knife system.

        02                 They appealed that process and were again

        03            denied, and so then it went to a third party

        04            appeal.  And this is -- this takes time to do

        05            those.  So it was July of 2007 that they had

        06            applied to the State Insurance Commissioner's

        07            office through the third party appeal.  That's the

        08            process that we have in place in Kansas.  And the

        09            issue that they ran into was that their appeal was

        10            being delayed because there was not an available

        11            doctor in the State of Kansas to review her

        12            appeal.  Under state law, they have to have a

        13            doctor in the State of Kansas certified to do the

        14            type of procedure that they are reviewing.

        15                 At that time they finally went to their

        16            employer.  The employer contacted me and asked me

        17            for help with this claim situation.  As their

        18            agent, immediately I contacted the carrier, found

        19            out the situation, contacted the Kansas Insurance

        20            Department and realized that under state law there

        21            was nowhere for this to go at the moment.  So I

        22            contacted Catholic Charities in Wichita to see if

        23            they could help with the cost of this because we

        24            couldn't get insurance to go one way or the other

        25            at this point.  We needed to go a different route.
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        01            Catholic Charities had agreed to pay for the

        02            surgery if it could be done, and their medical

        03            director agreed that it would help their

        04            situation.

        05                 After the medical director reviewed the files

        06            that I was able to obtain, after getting the

        07            proper HIPAA authorization form and getting the

        08            medical records to them, they came back and said,

        09            no, we really don't think that we can help, but I

        10            have already accomplished one thing for this

        11            insured at this moment.  It's no longer a matter

        12            of payment.  We now have someone willing to pay

        13            for their services.  So they are already feeling a

        14            little better knowing that someone cares, they are

        15            willing to pay for it.

        16                 Now, I went another step further.  When I

        17            talked to the medical director at Catholic

        18            Charities or Via Christi where they have a Gamma

        19            Knife center, they recommend that I contact M.D.

        20            Anderson down in Houston to see if they could get

        21            this particular patient in for treatment using

        22            their proton beam accelerator.  They have four of

        23            these in the United States, and it's something

        24            that they felt could possibly work under her

        25            circumstance with the information they had at the
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        01            time.

        02                 So I sent those medical records down to M.D.

        03            Anderson, and this is all within the confines of

        04            about a two-week period from when I was contacted.

        05            They looked at it and said we need to have a new

        06            MRI to make sure that this cancer hasn't advanced

        07            and that it's something that we can do, but they

        08            contacted me back within 24 hours of me sending

        09            them the medical records.  So it was very, very

        10            quick.

        11                 When I got the phone call back within two

        12            days after them reviewing the medical records and

        13            the new MRI that they had received, they said, no,

        14            there is nothing we can do for this patient.  This

        15            patient needs to get in hospice care immediately.

        16            So I asked them, are you going to contact this

        17            patient or her doctor to let them know that there

        18            is nothing that could be done.  They said, well,

        19            based on the HIPAA laws, we  - we don't think that

        20            we have the ability to do that.  She's not

        21            actually a patient of ours at the moment.  So I

        22            had to make the phone call and tell them, you

        23            know, we have sent this to M.D. Anderson, there is

        24            nothing they can do.

        25                 When I did that, the patient then let me know
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        01            that they had started coughing up blood the

        02            morning before.  They knew it had gotten into

        03            their lungs, it was terminal.  We got them on

        04            hospice immediately.  The patient died just about

        05            two weeks later.  So there was very little time

        06            after that, but we accomplished a second thing for

        07            this patient.  Not only did we find funding

        08            available for them outside insurance, but we also

        09            got their files in front of the medical director

        10            at Via Christi and we got their files in front of

        11            M.D. Anderson, one of the best cancer centers in

        12            the United States.  So they were also able to

        13            understand that someone also cared not just about

        14            paying for it, but cared to have the best medical

        15            minds look at their files, and there was nothing

        16            that could be done at this point.

        17                 This was all done because they had an agent.

        18            Without having an agent involved, it's going to be

        19            a point and click system and you're not going to

        20            get that.  So I just wanted to share this story

        21            with you.  This is why we need to keep agents

        22            involved.  I did submit this in writing to the

        23            Department, as I wasn't sure I was going to be

        24            able to be here today.  So you do have this in

        25            case you need it.  Thank you.
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        01                      COMMISSIONER PRAEGER:  Thank you, Robert.

        02            Do you have any questions?

        03                 I think you make a very clear case for the

        04            value that the agent brings to the process and

        05            appreciate your good work.

        06                      MR. RICHEY:  Thank you.

        07                      MS. SHEPPARD:  Our next speaker this

        08            afternoon is Tom Bryan.  Okay.  Then Terry, that

        09            brings you up, Terry Dressman.

        10                                  TERRY DRESSMAN,

        11            presented as a witness, was sworn and testified as

        12            follows:

        13                      MR. DRESSMAN:  Good afternoon, folks.  My

        14            name is Terry Dressman.  I am the president of the

        15            Greater Kansas City Association of Health

        16            Underwriters.  And like Robert, too, I'm an

        17            insurance agent.  I do sell health insurance and

        18            my clients have relied upon that for over 20

        19            years.

        20                 His story is not unlike every one of the

        21            agents that I represent in Kansas City, which we

        22            have 200 active members.  We represent over 1,200

        23            just on the Kansas side of the metropolitan area.

        24            I know that there is probably 4,000 here in the

        25            State of Kansas that are actively trying to
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        01            provide, you know, health insurance for the

        02            individuals here in Kansas.

        03                 The biggest problem that I see with this MLR,

        04            and having developed products back in the '80s,

        05            Sandy, I don't know if you know this, but my past

        06            life was I worked in insurance companies and

        07            worked in and consulting actuarial companies

        08            developing products trying to determine, you know,

        09            what the rates should be based upon meeting a loss

        10            ratio that we had to meet back in the '80s.  So my

        11            job was, you know, in developing products was to

        12            file it with the state insurance departments and

        13            then, obviously, to try to maintain those blocks

        14            of business.  So I'm rather -- I'm rather educated

        15            on the idea of what this MLR will do.  And the

        16            insurance companies in January sent me some Dear

        17            John letters and said your commissions are now

        18            going to be cut in half, and those commissions are

        19            my livelihood.  I don't have an extra job.  I'm

        20            not selling Amway on the side.  This is a

        21            full-time job.  And the agents that I represent as

        22            the president there in Kansas City, they have the

        23            same exact M-O.  And we have been working in this

        24            industry to improve the livelihoods of Kansans.

        25            And Rob Richey's story, and many that I can tell
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        01            you that have already submitted, are the -- going

        02            beyond and above what you would normally expect an

        03            agent to do, but that's what we are paid to do.

        04            Our job is to make sure that these people get the

        05            services that they expect underneath their

        06            policies.  And when you take and essentially pull

        07            a rug out from underneath that agent and say that,

        08            you know what, we are not going to be able to pay

        09            you anymore, because we are not independently

        10            wealthy people, we have -- we have a need to be

        11            able to choose what we can do in order to continue

        12            to survive as an agent.  And this particular move

        13            was, in my opinion an insurance company's

        14            survival, too.  Their underwriting has tightened

        15            up significantly, and so just writing an

        16            application today is no guarantee that they are

        17            going to be able to see a policy in a couple of

        18            weeks.  If they can run a couple of marathons in a

        19            month, then they are going to be able to get a

        20            policy, but I have already written at least a

        21            dozen apps in the last six weeks and they have all

        22            been declined, declined because of medical

        23            history.

        24                 My objective in this particular meeting is to

        25            let you know that we have been harmed already and
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        01            it's disrupted this market considerably and we are

        02            two years out.  Am I empathizing for Blue Cross

        03            Blue Shield of Kansas?  Absolutely not.  I'm

        04            empathizing for the insurance agent.  I'm here to

        05            try to provide the manpower, the people that are

        06            going to be able to educate the people out there

        07            in the State of Kansas that there are products

        08            that can help serve their needs, but they may be

        09            very expensive, because I had a symposium last

        10            Wednesday and in that symposium over in Kansas

        11            City we had 170 people attend and we provided

        12            evidence of what the Massachusetts connector is

        13            already charging.  I'm a little bit older than

        14            most people, so my family with four people would

        15            be charged $2,545 a month.  I'm 55, folks, and

        16            that's a month.  And if you make over 63,000, you

        17            don't get any subsidies in the State of

        18            Massachusetts.  So that's a little bit of a tough

        19            nut to crack here in Kansas.  You just generally

        20            don't have two -- two incomes that can meet the

        21            70-some thousand dollars.

        22                 And so what I'm trying to leave with this

        23            particular hearing is that the agents have already

        24            been harmed.  Our incomes have been devastated and

        25            we are trying to -- we are trying to wade through
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        01            these meetings in establishing this exchange for

        02            the benefit of Kansans, but, obviously, for our

        03            own livelihood.  We are trying to provide a

        04            program that's going to help sustain the health

        05            care needs here for these people in the State of

        06            Kansas.  And I do appreciate the opportunity to

        07            testify, Sandy.

        08                      COMMISSIONER PRAEGER:  Thank you, Terry.

        09            Are you -- you say -- I mean, you are already

        10            hearing from some of the companies that  - that

        11            you represent that they are -- and your colleagues

        12            that you work with are doing the same.  Have you

        13            seen people move to another line of work in this

        14            really great job market?

        15                      MR. DRESSMAN:  Last year we had 275

        16            people attend that symposium.  This year we had

        17            170, and about 25 of those people were new

        18            members.  And we have been -- I would say that we

        19            have already lost 10 percent of our employee base.

        20            They have already fled.  And do I have that number

        21            exact?  Well, 170 from 270 is a pretty telling

        22            story.

        23                      COMMISSIONER PRAEGER:  You know, Terry,

        24            we asked -- when all of this was being discussed

        25            and I wanted to take some information back to our
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        01            NAIC, could you just kind of run through the list

        02            of some -- we have heard the personal story from

        03            Robert, and you've talked a little bit about what

        04            you do, but just some of the additional services

        05            that go beyond just selling a product.

        06                      MR. DRESSMAN:  And I appreciate this

        07            opportunity because, you know, typically we are in

        08            a small group market.  So, Linda, this is really

        09            going to address more of the small group market

        10            than the individual market.

        11                 A lot of small employers -- the majority of

        12            my business is small employers, and the average

        13            size in the State of Kansas is probably six or

        14            seven lives.

        15                 You know, we actually help them with a lot of

        16            their human resources work.  You know, they can't

        17            afford to farm it out.  It's generally the owner

        18            of the company that's trying to wear three

        19            different hats.  And our job is to make sure that

        20            they, you know, they educate their employees on

        21            what the benefits are to make sure that those

        22            employees are constantly served.

        23                 I carry a cell phone, it is on stun, and I

        24            don't want anybody to think that I'm inaccessible.

        25            People can call me on the weekends, they can talk
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        01            to me, and I do have, I do have people call me and

        02            ask me, you know, how do we -- you know, how do we

        03            handle this particular issue?  And there is a lot

        04            of hand-holding, because as I sit down with

        05            particular clients, I run into cases like the

        06            following:  I had a gentleman who was working with

        07            a trucking company and he has been struggling to

        08            try to, you know, provide a benefit that, you

        09            know, is decent for his employees.  We came in

        10            with a good company product and we sat down and we

        11            worked through every single employee on an

        12            individual basis and told them what their benefits

        13            were.  Well, this gentleman is like 60 years of

        14            age, he comes in and he starts looking at these

        15            benefits.  You know, there are several options, we

        16            picked one of the options for him, and he says, I

        17            really don't have a lot of money, and I can see

        18            his glasses are, you know, are taped in the

        19            middle.  You know, he needs a new pair of glasses.

        20            We've got a vision plan in place.  We've got a

        21            dental plan in place.  I can see that his teeth

        22            are not coming together right.  I'm talking about

        23            what we do as a whole.  Before I left that

        24            meeting, I had him set up so that he could be in a

        25            new pair of glasses and a new set of dentures.
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        01            And within about 35 days from getting that policy

        02            in place, those were in place.  He said he hadn't

        03            had his glasses or his teeth changed since he got

        04            out of prison about eight years ago.

        05                 That's a commitment that we make as

        06            individuals to, you know, humble ourselves to

        07            their situation because we wear a lot of suits and

        08            ties, we can be rather intimidating, but for the

        09            most part it may be the only people that they see

        10            that comes in their house and talks about the very

        11            serious nature of incidents that they face on a

        12            livelihood.

        13                 The idea of going beyond and above, I have

        14            clients that don't get that service on a click and

        15            run basis.  They come back to us and ask us, now,

        16            what did I get into here?  If I went through

        17            another 20 stories, because I think I sent you

        18            five of them, and I ripped those off in about

        19            seven minutes, folks, because they are just coming

        20            off that quickly.  You can run into these

        21            situations every single day.

        22                 And, you know, I actually went to KU and I

        23            taught graduate students over there.  I taught

        24            math.  You know, we had this gentleman come in on

        25            Wednesday and we talked about literacy levels in
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        01            the State of -- in the State of Missouri, in the

        02            nation as a whole.  You know, people are reading

        03            at about maybe a seventh or an eighth grade level.

        04            If you don't have somebody who knows on a

        05            face-to-face basis how to ask the questions to

        06            help them understand their policy, this could be a

        07            nightmare.

        08                 This plan in Kansas, to make it work, is

        09            going to need professionals on the ground who are

        10            pen ready to make this work.  Thank you.

        11                      MS. SHEPPARD:  Thank you, Terry.  Scott

        12            Day?  Scott, I don't think you were in the room

        13            when we said it.  If you have a business card you

        14            could give to the court reporter and we'll make

        15            sure she gets your name included correctly.  Thank

        16            you.

        17                                     SCOTT DAY,

        18            presented as a witness, was sworn and testified as

        19            follows:

        20                      MR. DAY:  My name is Scott Day.  Some of

        21            you will recognize me.  I advertise myself.  I'm a

        22            board member of the Kansas Association of Health

        23            Underwriters serving as the treasurer, but I am

        24            not here testifying today on behalf of the Health

        25            Underwriters, I'm testifying on behalf of Day
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        01            Insurance Solutions.  We are a health and life

        02            insurance agency located here in Topeka, Kansas.

        03            Okay?

        04                 Sandy, to answer an earlier question, I am

        05            currently working looking for another line of

        06            business.  Okay?  We do 95 percent health

        07            insurance.  MLR, PPACA is not going to do anything

        08            to lower health insurance premiums.  It just got a

        09            whole heck of a lot harder to sell health

        10            insurance, to keep small businesses into health

        11            insurance, to do all of that.  It's gotten a whole

        12            lot harder.

        13                 And to second or reaffirm Terry Dressman's

        14            comments, our commissions are being cut.  So I'm

        15            going to do just as much work, probably more due

        16            to health care reform, yet I'm paid less.  Okay?

        17            I don't expect anybody to feel sorry for us.  I

        18            don't feel sorry for us.  This is what's dealt for

        19            us, this is where we're going.  So I am looking

        20            for other lines of business.  But health care

        21            reform always opens new opportunities.  There is

        22            always something to do.

        23                 Day Insurance Solutions is going to do just

        24            fine under health care reform.  I'm not worried a

        25            lick about it.  I'm not going to be chasing
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        01            promoting health insurance sales near like I was.

        02            We are shifting away from that.  That's the

        03            reality of this scenario.  We are moving as

        04            quickly away from health insurance sales as I

        05            possibly can.

        06                 And right now, today, small groups are

        07            dropping health insurance.  Today they can't

        08            afford health insurance.  I mean, we are

        09            struggling every day to keep them into health

        10            insurance.  We are raising deductibles to $5,000.

        11            We're carving out RX plans. We're doing everything

        12            we can to keep the small business owner insured.

        13            Yet, everything we are doing today is outlawed

        14            under this scenario.  And then you take medical

        15            loss ratios, I mean, I have talked to a couple of

        16            my companies.  They immediately cut commissions to

        17            try to meet the medical loss ratios.  They

        18            couldn't do it before.  I mean, services from

        19            insurance companies are being cut.  I mean, no

        20            more fancy brochures showing how their plan works,

        21            no more sales marketing teams explaining the

        22            products to the agents.  All that stuff is being

        23            cut.  So the insurance industry is -- is under

        24            dire jeopardy.

        25                 Well, if all those services are being cut,
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        01            who is doing the customer service on these plans

        02            in exchange?  Who is going to do that?  MLR rips

        03            away services, who is going to do that?  Well, I'm

        04            going to tell you right now we also sell Medicare,

        05            and the average time for a Medicare client concern

        06            is about an hour and a half in our office.  That's

        07            the average length of time to do customer service

        08            on one of our clients, on one.  And why is it so

        09            difficult?  Because they call their insurance

        10            company who has the med supp plan or the Medicare

        11            advantage plan, whatever it is.  And it's always,

        12            oh, that's a problem on the Medicare side.  So

        13            then you've got to call Medicare.  I don't know if

        14            any of you have ever tried to call Medicare.  It's

        15            45 minutes getting to the right department.  And

        16            once you get there, then you're calling back your

        17            insurance company rep who just told you it's

        18            Medicare's fault and you're making that

        19            connection.  That's how we handle Medicare

        20            customer service.  It's a three-way call because

        21            one side says the other, and this is where this

        22            stuff is going.

        23                 You call a big insurance company today and

        24            you get Joe Snow insurance agent account rep.  You

        25            call back the next time, it's somebody else.  You
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        01            never get the same -- you don't get the commitment

        02            to the customer service.  So we see this stuff

        03            going to that model.  It's going to be customer

        04            service is -- is not going to be provided.  That's

        05            something that we do.  We take care and protect

        06            our clients.

        07                 I mentioned small employer groups are

        08            dropping health insurance today, and everything we

        09            are trying to do to keep them in is going to be

        10            outlawed.

        11                 There is a new way that we are attacking this

        12            problem today, and some of this is -- even the

        13            broker world don't like some of the things that we

        14            are doing to keep employers insured, but you're

        15            going to see a new dawn and a new rise in products

        16            and it's coming in the form of limited plans.

        17            You're going to see surgical plans coming back.

        18            You're going to see plans that just address major

        19            need parts of the component, and they are going to

        20            be outside of this exchange world.  So there is

        21            still going to be a product.  I already see them.

        22            We are already installing them.  You put in a

        23            limited plan that maybe has good surgical

        24            benefits, and you don't have chemo and you don't

        25            have this type of things provided in that plan.
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        01            But you know what this reform does?  I don't care.

        02            If somebody on that plan gets sick today and needs

        03            chemo, I've got a guaranteed issue PPACA plan.

        04            The PCIP, guaranteed issue, it's pretty

        05            affordable.  You just stick them on there and they

        06            are covered.  It's totally shifting the need for

        07            people to buy health insurance.

        08                 If it's all guaranteed issue, there is no

        09            need, and we already are seeing this.  Employers

        10            are going to lower cost plans providing basic

        11            services and they have the umbrella of PCIP to

        12            cover their employees in case they really get

        13            sick, and that's how it's going to be under the

        14            exchange.  And brokers will take care of

        15            themselves.  We'll still make money helping

        16            people, it's just a different way to attack the

        17            problem.  And MLR, PPACA has done all that.  It's

        18            just -- employers still want to provide, they want

        19            to do the right thing, it's just nobody can afford

        20            it today, and it's really going to be unaffordable

        21            tomorrow.  Thank you.

        22                      COMMISSIONER PRAEGER:  Scott, could you

        23            -- since the waiver that we are, you know,

        24            potentially trying to gather information to

        25            potentially apply for really relates only to the
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        01            individual market, can you -- what kind of

        02            experience have you had in your agency with

        03            companies that you write for selling an individual

        04            product?  Have you seen the same kind of reduction

        05            in commissions?

        06                      MR. DAY:  Underwriting has gotten a whole

        07            heck of a lot harder to place.  Okay.  Stuff that

        08            used to be ridered can no longer be ridered.  So

        09            getting people onto health insurance has gotten a

        10            whole lot tougher.  We just don't have the

        11            options.

        12                 The children piece, you know, we used to do a

        13            ton of writing children.  We would pull them off

        14            expensive group plans and put them on a really

        15            affordable low-cost 40 to $60 a month plans and we

        16            could save families tons of money.  Well, that got

        17            taken away.  I mean, carriers are not insuring

        18            children because of the guaranteed issue

        19            component.  So we have seen those two big things.

        20                 We have seen a huge up-tick in the limited

        21            plans.  People are looking at the high-risk pool,

        22            which is way too expensive.  They have a six-month

        23            wait to go onto the PCIP plan, so they are taking

        24            some of these plans that aren't even considered

        25            major medical.  They don't count against the six
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        01            months PCIP waiting period, and they are running

        02            the game right now of I've got a surgery table.

        03            If I do get sick, I can go under the PCIP and pay

        04            the higher premium there later.  So we are seeing

        05            a huge uptake in people gaming the system.  They

        06            are taking the limited plans.  We have the

        07            protection of PCIP after six months.  We are just

        08            seeing a lot of that taking place in the

        09            individual market.

        10                      COMMISSIONER PRAEGER:  And have you seen

        11            from the companies in the individual market,

        12            you're seeing the reduction in -- in commission as

        13            well?

        14                      MR. DAY:  Yes.  I mean, two of our -- we

        15            write three carriers heavily, and I'm not going to

        16            mention them by name, but one kept the commissions

        17            the same.  They were pretty much lower than

        18            everybody else anyway, and then two of our other

        19            carriers have -- have -- one has knocked it 50

        20            percent, the other one is at least 40 percent off.

        21            They were our second and third -- I mean, it's a

        22            hit to us, but it's not -- to other producers who

        23            are million dollar producers of those companies,

        24            it would be devastating.  I mean, to us, they were

        25            out second and third.  We usually went to them
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        01            because they had easier underwriting guides, stuff

        02            like that.  You always had a place for a company.

        03            One company would write this and, you know, they

        04            would write this disease or this one wouldn't, so

        05            we always had this game where we are shifting back

        06            and forth between carriers trying to find the best

        07            fit.

        08                 But, no, we have seen the commission drops on

        09            that side.  It's the small group market that I'm

        10            worried about, too.  I mean, I think that one is

        11            in dire straits.

        12                      COMMISSIONER PRAEGER:  And, of course,

        13            the waiver opportunity isn't there for the -- for

        14            the small group market, unfortunately.

        15                      MR. DAY:  Yeah, and then we were also

        16            doing a lot of trying to shift small employers to

        17            individual insurance, and, you know, it would have

        18            been really nice if employers could contribute to

        19            individual policies, but we -- it's just gotten a

        20            whole lot harder to write some of this up, not

        21            perfectly healthy cases.

        22                      COMMISSIONER PRAEGER:  Okay.  Thank you.

        23                      MR. DAY:  Thank you.

        24                      MS. SHEPPARD:  Next speaker, Diane

        25            Thornton.  No?  Okay.  Brenden Long?  All right.
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        01                 Is there someone here from IMA Financial

        02            Group that wanted to speak?  I was told there

        03            might be.

        04                 And is there someone from Humana here who

        05            would like to speak?  Okay.

        06                 Is there anybody else who had maybe had not

        07            signed up to speak but was interested in

        08            testifying?  Okay.

        09                                  MICHAEL MURPHY,

        10            presented as a witness, was sworn and testified as

        11            follows:

        12                      MR. MURPHY:  Good afternoon.  I have a

        13            written-out statement I'm going to read, which is

        14            not normally how I present things, but I will go

        15            through that and be happy to answer any questions.

        16                      UNIDENTIFIED SPEAKER:  Do you have a

        17            name?

        18                      MR. MURPHY:  My name is, well, first of

        19            all, I said good afternoon, but I want to

        20            specifically say thank you to the Commissioner for

        21            giving us a chance to talk today.

        22                 My name is Michael Murphy.  I'm the CEO of

        23            Coventry of Kansas.  Some of you I know, some of

        24            you I'll get a chance to meet, I'm sure, today.

        25                 On behalf of Coventry and our more than 280
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        01            employees in the state, I want to express our

        02            appreciation again for the department, as well as

        03            Sandy and the staff, for giving us a chance to

        04            talk about this very important topic.

        05                 Coventry is a significant provider of health

        06            insurance in the state, and we currently provide

        07            insurance coverage to 230,000 Kansans, a little

        08            more than 12,000 individual members across the

        09            State of Kansas.

        10                 My comments will be brief.  Coventry will

        11            follow with more detailed written testimony for

        12            the record.  However, in my statement today, I

        13            want to leave the Department with three main

        14            points.

        15                 The first, Coventry supports the decision by

        16            the KID to apply for federal adjustment to the 80

        17            percent MLR requirement for the individual market.

        18            We also ask that the KID seek an orderly

        19            transition period until 2014.  Our specific

        20            request is that we have a 65 percent MLR in 2011,

        21            and gradually and systematically increase that in

        22            subsequent years.  Our recommendation is to go to

        23            70 percent in 2012 and 75 percent in 2013.

        24                 We believe this approach will provide the

        25            best conditions to allow carriers to make the
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        01            necessary adjustments to their business and

        02            contracts, given the disconnect that we have today

        03            between the short time to comply with the new

        04            federal requirements issue -- and the rules issued

        05            in late 2010 and the longer lead time necessary to

        06            implement changes to our operations.

        07                 Most important, it will ensure a continued

        08            competitive environment and promote stable access

        09            by consumers to new and existing individual health

        10            plans.

        11                 Second point, without a federal adjustment,

        12            we believe there is a reasonable likelihood that

        13            the application of the 80 percent MLR requirement

        14            will destabilize the individual market in Kansas,

        15            some of which we have already heard about, which

        16            is the standard identified for granting an

        17            adjustment under Section 2718 of the Affordable

        18            Care Act and subsequent regulations from the U.S.

        19            Department of Health and Human Services.

        20                 As a relative newcomer to the individual

        21            market in Kansas, Coventry has a much newer block,

        22            compared to most established plans.  As a result,

        23            our MLRs run today considerably below the 80

        24            percent mandate.  Application of the 80 percent

        25            standard will result in unsustainable losses for
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        01            Coventry's individual health plan business and

        02            raise major concerns about our ability to continue

        03            operating this segment of business in the State of

        04            Kansas.

        05                 The third point, our fellow Kansans will feel

        06            the ultimate harm if an adjustment is not

        07            provided.  We've heard a little bit about this

        08            already.  It will reduce the coverage choices

        09            available to the individuals and families who need

        10            to turn to the individual market for coverage

        11            before 2014.  It will reduce the level of

        12            competition and lead to higher premiums, which

        13            will make coverage less affordable and potentially

        14            increase the number of uninsured.

        15                 It will harm our partners in the broker and

        16            producer community who are not able to continue

        17            playing a valuable role in assisting consumers to

        18            make the best plan choice for them.

        19            Finally, it will cause carriers who are required

        20            to scale back their operations in this market

        21            space to reduce jobs.

        22                 Again, we encourage and support the decision

        23            by the KID to seek a federal adjustment and

        24            orderly transition to the 80 percent MLR standard

        25            to avoid a reasonable likelihood of market
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        01            destabilization and subsequent harm to the

        02            residents of Kansas.

        03            Once again, I appreciate the opportunity to

        04            provide our comments and the efforts by the KID to

        05            ensure continued and stable access by Kansans to

        06            the individual health plan market.  That's my

        07            official statement.

        08                      COMMISSIONER PRAEGER:  Mike, would you

        09            clarify your comment about that you have a newer

        10            block of business and, therefore, you are below

        11            the -- would have trouble meeting the 80 percent?

        12                      MR. MURPHY:  We have, in relative terms

        13            in the market, I'm not sure how all the different

        14            carriers rank in terms of volume, but ours as an

        15            individual block is relatively small, which means

        16            two things.  One, it's much more volatile.  MLRs

        17            jump all over the place.  They can go from 50

        18            percent to 90 percent from one year to the next

        19            depending on what happens, particularly with large

        20            cases.

        21                 The other is there are people who actually

        22            depend on individual insurance as their primary

        23            insurance over a long period of time because they

        24            are in business for themselves or something of

        25            that nature, versus somebody just buying a gap
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        01            policy because they are between jobs or something

        02            like that.

        03                 So the larger your block, the more of those

        04            people who are more stable.  And the longer

        05            somebody is in insurance coverage, typically the

        06            cost of caring for them goes up over time as we

        07            all age.  So a larger block indicates that it's a

        08            larger portion of essentially long-term individual

        09            policyholders, but you're generally going to have

        10            a higher MLR as a group.  Does that make sense?

        11                      COMMISSIONER PRAEGER:  Yeah, it's sort of

        12            counter-intuitive.  But if you have a younger,

        13            healthier group, for example, you might not be

        14            paying out as much in medical claims but your

        15            administrative costs are still there, making it

        16            more difficult to meet the  -

        17                      MR. MURPHY:  Right.

        18                      COMMISSIONER PRAEGER:  -- MLR.

        19                      MR. MURPHY:  Yeah.  I don't -- I'm just

        20            reflecting what our block currently shows.  We can

        21            certainly provide some factual

        22            actuarially-supported documentation to back that

        23            up.

        24                 I think one of the comments that was made

        25            earlier, which, to your point exactly, the
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        01            legislation as it's written is a little bit --

        02            does exactly the opposite of what we would like to

        03            see it do in some regards.  Certainly we are

        04            looking for more coverage for more people and

        05            making it more affordable, but what happens is it

        06            takes the least costly premium plans essentially

        07            out of the market for like benefits.

        08                 As an example, if it costs us, to make the

        09            math simple, if it costs me $50 a year to

        10            administer an insurance policy for an individual,

        11            which is less than $5 a month, and you add that

        12            onto a policy that costs $85, so you're charging

        13            them 120, if by raising the MLR we'll have to

        14            spend a bigger -- bigger percentage of those

        15            dollars delivering health care, there is not $50

        16            left over to cover my costs.  So in order to get

        17            to a percentage, it gives me the same $50, the

        18            overall premium has to go up in price.

        19                 So what we're doing is we're eliminating the

        20            low-end low-cost premiums that most, whether

        21            you're a college student or somebody just looking

        22            for a catastrophic coverage or something of that

        23            nature, is willing to pay for or willing to -- and

        24            then they can afford and they want to be in the

        25            marketplace, those are essentially going to
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        01            disappear.  You may end up with some sort of

        02            specialty type plans that were talked about

        03            earlier, but they certainly don't provide the

        04            comprehensive coverage that people need to have

        05            and should have and prefer to have.

        06                      COMMISSIONER PRAEGER:  Okay.  Thank you.

        07                      MR. MURPHY:  Thank you.

        08                                    LOU SMITH,

        09            presented as a witness, was sworn and testified as

        10            follows:

        11                      MR. SMITH:  My name is Lou Smith.  I'm an

        12            independent agent in Wichita, Kansas, with

        13            Harrington Health, and I'd like to add some

        14            comments to some of those made this morning -- or

        15            this afternoon already regarding some stories.  I

        16            want to relate a story to you as it relates to the

        17            MLR.

        18                 If we recognize those of us in the business

        19            that MLRs are going to put pressure on agent's

        20            commission, reducing them, and indeed one

        21            commercial carrier, for example, has removed

        22            commissions entirely from employer groups from two

        23            employees up to 50.  This particular large

        24            commercial carrier sent out notices to remove

        25            commissions entirely, and that's going to put
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        01            pressure on the involvement of the trusted agent

        02            or trusted advisor for many, many employers, and I

        03            want to relate a story to you that can perhaps put

        04            some flesh on that story.  And all of us have

        05            these kinds of stories, by the way.

        06                 This story goes back about three years ago

        07            working with an employer group who had struggled

        08            over time with their rates clicking along at

        09            double digit increases every year.  And they were

        10            debating the issue of should they pass along the

        11            cost to the employer group, should they raise

        12            deductibles, should they increase their

        13            out-of-pocket, should they reduce benefits, what

        14            could they do?

        15                 And so working with -- with our office, we

        16            put together an overall comprehensive plan to

        17            encourage their employees to take better health.

        18            Well, how do you do that?  Well, one notion is to

        19            raise deductibles to force the employees to pay

        20            more out of their pocket, maybe be more careful

        21            perhaps in how they spend their dollars.

        22                 Another way might be to encourage employees

        23            to just simply take better care of themselves.

        24            What a novel thought.  And indeed, in any -- all

        25            of this national health initiatives that we see
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        01            coming down the pike, there is really nothing in

        02            that to encourage us as consumers to take better

        03            care of our health.  Because after all, health

        04            care costs are related to what expenses we incur

        05            as a result of our diseases and injuries.

        06                 This particular employer put together a plan

        07            to encourage their employees to not smoke.  They

        08            put a premium differential in the first year for

        09            employees that smoked to encourage them not to

        10            smoke.  They put a premium differential in to

        11            encourage their employees to have their wellness

        12            exams.  Now, mind you, this was an employer who

        13            already had 100 percent coverage for wellness.  A

        14            review of the data reflected less than 15 percent

        15            of their employees were taking advantage of that

        16            100 percent wellness.  I'm talking about

        17            mammograms, pap smears, PSAs, the wellness exams

        18            for kids.  Fifteen percent or less were taking

        19            advantage of that.

        20                 So how do you encourage, how do you ask

        21            employees to take full advantage of their health

        22            insurance and maybe forestall some unwanted health

        23            instances down the road?  Well, they put an

        24            incentive in if you did not appear for a health

        25            fair annually, you and your spouse, you had to pay
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        01            a financial penalty if you did not appear.  If you

        02            appeared, not only did you get all your blood work

        03            and lab work all covered at 100 percent, you get a

        04            full report back to you, the employee or spouse,

        05            to take to your physician and discuss with them.

        06            But if you did not appear, you had to pay a

        07            financial penalty to not appear and not take those

        08            tests.

        09                 The third thing they did was ask their

        10            employees to work with a lifestyle coach.  What's

        11            a lifestyle coach?  That's someone who is going to

        12            look over all this data and fill out a health

        13            questionnaire about their health history.  It's

        14            called a health risk appraisal.  And then the

        15            coach reviews this health risk appraisal and looks

        16            at things like do you smoke?  What's your weight?

        17            What's your height?  Do you wear a seat belt?

        18            What's your diet?  Do you eat salads?  Just basic

        19            dietary information, but also discuss your BMI.

        20                 This health coach would call you at home and

        21            ask you what do you want to work on to improve

        22            your health.  Well, most of us, we already know

        23            what we need to work on for -- to improve our

        24            health, most of us already have a good idea.  And

        25            so the coach would work with that individual to
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        01            work with them in identifying some health need,

        02            and then through the course of maybe six or eight

        03            phone calls encourage them to do that.  But -- so

        04            the employer put that incentive in place.  So the

        05            smoking incentive, they go do the lab work, and do

        06            the health risk appraisal incentive, and also work

        07            with a health coach.  They had three incentives.

        08            To do all that, it would take less than an hour a

        09            year, less than an hour.  And you might expect the

        10            employer had a lot of noise.  A lot of employees

        11            resisted that.  Why are you asking -- why are you

        12            interfering with that.  So the employer, for the

        13            first year, put that in effect.

        14                 The second year they did it again.  They had

        15            a little bit more noise, but not quite as much,

        16            but we did it again for the second year.

        17                 Beginning on the third year, the manager of

        18            this particular employer wanted to make a

        19            presentation to all of his employees, very much in

        20            a room like this.  He said, I want to tell you a

        21            story.  He introduced the whole health fair

        22            discussion by this story and I want to relate it

        23            to you because it makes the point I think.  He

        24            indicated that he embraced this whole program

        25            somewhat reluctantly because he did not understand
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        01            why encouraging your employees to do these things

        02            might help lower their health care costs, but he

        03            did it anyway because he was a manager and he felt

        04            the need to support management's decision and did

        05            it.

        06                 And so the first year he had his PSA and it

        07            was, as I recall, it was like 2.6.  The second

        08            year he had his PSA, and this gentleman is in his

        09            50 -- is 52 years old, as I recall, he had his PSA

        10            and it elevated to over five, his PSA.  And so

        11            when he got his lab results back, he took that to

        12            his physician and the physician says, you know,

        13            it's more than doubled, it's something we ought to

        14            take a look at.  They did a test on him and

        15            further tests and decided to do a biopsy.  They

        16            found a very severe case of -- and I'm not

        17            familiar with all the types of prostate cancers,

        18            but this particular one was very aggressive, it

        19            grows very fast.

        20                 As a result of that, he was referred then out

        21            of state and had some prostate surgery, and he

        22            related this story to his employees that day.  And

        23            you have to, I guess, value that someone is

        24            willing to stand up in front of their employees

        25            and tell this kind of story, personal story.  But
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        01            he married late in life, in his mid to late

        02            thirties, and had some young children.  As he

        03            related this story, he said had he not had those

        04            PSA exams, had he not done those tests, his doctor

        05            had told him that this particular type of

        06            aggressive cancer was such that it would have been

        07            asymptomatic.  He wouldn't have had any symptoms

        08            until it would have been too late for him to be

        09            helped in any fashion.

        10                 He -- as he told the story, he began to cry

        11            and he said how valuable it was for him now to be

        12            around to see his daughter's marriage and

        13            graduation, his son's graduation from college, and

        14            he interspersed that story with that.  But his

        15            point about that was were it not for that health

        16            fair that he reluctantly embraced, he would not

        17            have had that kind of story to relate to his

        18            employees.  That year we had not one complaint

        19            from his employees about the health fair and the

        20            tests they had to go through.

        21                 And there are other stories, people who have

        22            lost weight, people who have quit smoking, all

        23            those kinds of stories.  Now, all that grew out of

        24            the advice and counsel they received from their

        25            agent, their broker, because heretofore their
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        01            coverage, their insurance coverage covered 100

        02            percent of those services, but no one was taking

        03            advantage of it.  So was it not for the counsel to

        04            put in incentives, you know how we consumers are,

        05            we don't do very much without hitting your

        06            pocketbook anyway, but were it not for those

        07            incentives, they would not have encouraged him to

        08            do what he did.

        09                 And by the way, that particular group has had

        10            two years of back-to-back now of zero percent

        11            change in their insurance premiums.  Can I take

        12            responsibility for that?  No.  I wish I could, but

        13            I think it's more than coincidence that prior to

        14            the implementation of these programs they were

        15            suffering through double digit increases and now

        16            they've seen back-to-back zero changes in their

        17            health insurance premium.

        18                 So I relay that story to you to tell you that

        19            I think the role of the insurance agent working

        20            with employers is very, very valuable, and I

        21            think, as -- everything I read and hear coming

        22            down the road is going to damage that

        23            relationship.  You have already heard testimony

        24            earlier about what impact that's going to have.  I

        25            think it will damage that, and it's unfortunate
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        01            because I think more and more employers are going

        02            to be looking for financial relief through this to

        03            help lower their cost, and this is just one story

        04            that I think brings that home.  Thank you.

        05                      COMMISSIONER PRAEGER:  Thank you.

        06                      MS. SHEPPARD:  Do we have anyone else?

        07            And I'll give you your option.  Do you just want

        08            to make public comment or do you actually want to

        09            it have it on the record?

        10                      MS. OCHSNER:  Oh, I can just make a

        11            comment.

        12                      MS. SHEPPARD:  Okay.

        13                      MS. OCHSNER:  I'm Gina Ochsner from

        14            Century Health Solutions  -

        15                      MS. SHEPPARD:  Oh, you're certainly

        16            welcome to come up.

        17                      MS. OCHSNER:  Oh, okay.

        18                      MS. SHEPPARD:  Yeah.  We'll go ahead and

        19            close the formal portion of the hearing, unless

        20            there is someone else who wants to talks.

        21                      MS. OCHSNER:  Gina Ochsner with Century

        22            Health Solutions.  We are a company here in

        23            Topeka, and we do have two separate divisions of

        24            our company.  Of course, one is our independent

        25            insurance agency, and so I certainly concur with
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        01            all the comments here today regarding declining

        02            commissions and the impact to the agent/broker

        03            community.

        04                 The other side of our business, however, is

        05            also being impacted by the MRL (sic) that is not

        06            being discussed a lot, and that's the opportunity

        07            to maintain provider networks.  Many carriers, of

        08            course, own and operate and maintain their own

        09            provider networks, but I think I can speak for

        10            them as well.  That administrative cost component

        11            is being reduced, as well as other administrative

        12            areas.

        13                 There are also companies that contract

        14            directly to someone like Century.  We are an

        15            independent PPO and we are available for lease and

        16            contract with many insurance companies.  So, in

        17            essence, we work in partnership with them to

        18            provide a local comprehensive provider network

        19            when they are not in the business of doing that

        20            provider contracting themselves.

        21                 Regarding the individual market specifically,

        22            you know, I do think back to a number of years ago

        23            where we maybe had a handful of individual

        24            carriers who used our provider network.  Today we

        25            have one.  I think it's a fairly strong carrier,
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        01            but they already contacted me months ago and

        02            basically said that they are slashing their

        03            provider network relationships throughout the

        04            country.  Kansas specifically was a target.  And

        05            unless I was able to renegotiate our network fees,

        06            that they would no longer be able to use our

        07            provider network and may have to consider

        08            withdrawing from this service area.  So, of

        09            course, this is an important carrier in the

        10            market.  I think it's important to the consumers

        11            in this area.  They are certainly an important

        12            carrier to our livelihood, so we did renegotiate

        13            our network access fees.  We are probably now

        14            providing services to them at a loss, but that was

        15            necessary on their behalf to meet the new

        16            requirements of the MLR.

        17                 And likewise, again, the carriers who also

        18            maintain and operate their own networks.  I have

        19            talked with many of them.  You know, they are

        20            cutting their staff in network contracting, they

        21            are cutting their staff in provider relations.

        22            And I think that not only will consumers be hurt

        23            by those efforts, but there is also the provider

        24            industry that's going to hurt from the reduction

        25            of those administrative costs, as well.
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        01                      COMMISSIONER PRAEGER:  Thank you.

        02                 Now, there are a number of things included in

        03            the administrative fees.  Anti-fraud efforts, for

        04            example, that the case has been made there ought

        05            to be some recognition of that helping from a

        06            quality standpoint, and that case has been made.

        07                      MR. GROSS:  I'd like to make some

        08            comments.

        09                      COMMISSIONER PRAEGER:  Sure -- do you --

        10            yeah.  Do you have a business card, just so  -

        11                      MR. GROSS:  Sure.

        12                      COMMISSIONER PRAEGER:  We're just trying

        13            to make sure the court reporter has correct names.

        14            Okay.  Thank you.

        15                      MR. GROSS:  My name is Mike Gross.  I'm

        16            an independent agent and I have been in the

        17            business for decades, anyway, and being a little

        18            older I have spent -- I spent about 15 years as a

        19            carrier manager and now I've got time again back

        20            on the independent agent side.  And I think

        21            probably one of the most valuable components of

        22            what agents and brokers provide is for the

        23            understanding of claims, how claims are handled,

        24            why the customer got paid a certain amount.  And

        25            quite frankly, it's not that the carrier doesn't
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        01            try to do a good job, they do.  I think they've

        02            got to protect themselves.  And if you start

        03            explaining something and you use too many words or

        04            you try to use an example, then the carrier

        05            individual finds themselves in this circle that

        06            goes around for 30 or 40 or 50 minutes, and it can

        07            take up a lot of time and they still really don't

        08            get the job done.

        09                 I think because we sell a policy, because we

        10            explained it to that customer initially, we

        11            understand exactly the way it's supposed to work

        12            and we understand what parts should be covered,

        13            what parts shouldn't.  And as we can go back

        14            through the whole process of that claim and where

        15            they went, they were in network, out of network,

        16            we can -- we can sort through the whole thing, but

        17            I think a real important component in this is we

        18            deal with the end user all day every day.

        19                 And just like Terry said last Wednesday in

        20            the symposium, we learned about health literacy,

        21            and it's a big deal.  There are a lot of people

        22            out there that function at about a sixth grade

        23            level.  I think about that every day when somebody

        24            has a claim problem.  I break it down to the

        25            smallest level, the easiest way to understand it,
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        01            and I don't let go until that person understands

        02            why that claim was paid in that fashion.  If I

        03            don't, then they'll call me back next week and

        04            we'll do it all over again.

        05                 So I think -- I think the claim is a very

        06            important component.  And like I said, I'm kind of

        07            old, it seems to me like back in the early

        08            nineties in California, the State of California

        09            decided that they were going to let their -- let

        10            all those insurance buyers take a break.  You

        11            could either buy the insurance policy without an

        12            agent and save six percent or you could elect to

        13            have an agent.  And if my memory serves, 93

        14            percent of the people buying insurance in the

        15            State of California decided to have an agent

        16            because nobody else was going to help them

        17            otherwise.  So I think it's a big deal.

        18                      COMMISSIONER PRAEGER:  I actually think

        19            it was even higher than 93.

        20                      MR. GROSS:  Pardon me?

        21                      COMMISSIONER PRAEGER:  I said I think it

        22            might have even been higher than 93 percent.

        23                      MR. GROSS:  Okay, okay.  That's good.

        24                      MS. SHEPPARD:  Anybody else who would

        25            like to comment?  Okay.  Then closing comments.
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        01                      COMMISSIONER PRAEGER:  Let me just thank

        02            everyone, of course, and remind everyone that the

        03            waiver opportunity is just in the -- for the

        04            individual market, so being able to demonstrate

        05            disruption, and we have received written comments

        06            from -- from a number of companies.  We did ask

        07            the companies to submit data that will be specific

        08            to the questions that we have to respond to from

        09            HHS to be able to submit a waiver request.

        10                 You know, I think it was good to hear the

        11            existing problems in the small group market

        12            because I don't think there is a lot of -- a lot

        13            of difference.  Obviously, selling to an

        14            individual is a little bit more time intensive

        15            than selling in a small group, but it still, in

        16            both cases, labor intensive and very service

        17            oriented from the -- from the agent's -- agent's

        18            standpoint.

        19                 So we will continue to have our dialogue

        20            through our national association with HHS.  We

        21            have an executive level committee that is working

        22            with HHS.  We have actually drafted a model that

        23            should the bill, the law, get opened up again for

        24            amendments, and there has been some expression of

        25            interest in doing that, then that would be an
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        01            opportunity for us to ask that the agent

        02            commission just be pulled out and treated much the

        03            same way that state and federal taxes are treated,

        04            but that remains to be seen whether or not they

        05            will even open it up for any additional changes.

        06                 There is a strong interest right now, I would

        07            point out, in opening up the law and changing the

        08            flexibility which now states can apply for general

        09            waivers if they can demonstrate that they are

        10            going to still cover the same number of people for

        11            the same price and, you know, a lot of -- you have

        12            to demonstrate a lot of maintenance of effort

        13            kinds of things, but that's not available until

        14            2017.  And I think they realized that that really

        15            is a problem, and there is a bipartisan group that

        16            -- in Congress that has suggested that the law be

        17            changed, opened up and that that be looked at

        18            because you don't -- we are working on our

        19            exchange implementation right now.  That's --

        20            that's going to be a very IT and expensive process

        21            to get it up and running, and states don't -- if

        22            they think they might want a waiver from the --

        23            some of the requirements aren't going to want to

        24            spend that money to develop their exchanges to be

        25            up and running in 2014 and then in 2017 apply for

�  00057

        01            some flexibility.

        02                 So the flexibility opportunity, I think there

        03            are many in Congress, and -- and the president has

        04            even said that he'd like to see that -- that moved

        05            up to 2014.  So, but that would require -- and I

        06            think that's less controversial than -- than some

        07            of the other issues.  That would require opening

        08            up the law.  And once the law is opened up for an

        09            amendment, then the agent commission issue could

        10            be dealt with as well.  So I guess we'll see what

        11            happens.

        12                 I think they are -- they have demonstrated

        13            with Maine that they are -- if a good case can be

        14            made, that they are interested in looking at

        15            waivers.  Now, I'll point out that in Maine they

        16            have their state system, Dirigo, and they have two

        17            other plans writing in the individual market.  So

        18            they really don't have much in the way of a

        19            competitive individual market in Maine.  So we --

        20            we'd have to demonstrate the same thing.  Right

        21            now, I mean, I hope we -- I hope we don't get to

        22            a situation where we just have a couple of

        23            companies writing.  Maine's problem has been

        24            around for a long time.  It's not because of the

        25            new health reform law.  But that -- those are the
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        01            kinds of -- they have looked at the Maine example,

        02            they've granted a waiver.

        03                 If we file a waiver in the individual market,

        04            we are going to have to make a strong case that we

        05            also will have market disruption.  So that's what

        06            we'll be -- that's what we will be taking under

        07            advisement and looking at the data that companies

        08            have submitted.

        09                 We appreciate you being here today, all of

        10            you.  Scott?

        11                      MR. DAY:  I would dare to say that we

        12            don't have that big of a market in Kansas.  I

        13            mean, there is just very few select carriers we

        14            can place business with that are competitive.

        15                      COMMISSIONER PRAEGER:  Well, that's --

        16            and that's the kind of data that we are

        17            collecting, so -- and it's -- I know when we talk

        18            about how many health insurance companies do we

        19            have licensed in the state, that number is much

        20            larger than the number of health insurance

        21            companies actually enrolling folks.  So it's -- it

        22            is -- it is a smaller market than  - yeah.  Thank

        23            you.

        24                      MR. RICHEY:  Just to comment on that,

        25            according to the HHS website where they have the
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        01            healthcare.gov.

        02                      COMMISSIONER PRAEGER:  Yes.

        03                      MR. RICHEY:  The individuals  -

        04                      THE REPORTER:  I'm sorry, I can barely

        05            hear you.

        06                      COMMISSIONER PRAEGER:  Yes.

        07                      MR. RICHEY:  According to the HHS

        08            website, the options available in Kansas, when you

        09            put in a specific zip code to see what carriers

        10            are available, when I'm putting in a Wichita zip

        11            code it comes up with eight carriers as an option.

        12            Of course, two of those are -- (inaudible.)  So we

        13            really have seven carriers to choose from at this

        14            point.

        15                      COMMISSIONER PRAEGER:  Right, and it is

        16            important.  I mean, there are a number of plans

        17            that are out there offered under different

        18            corporate names, but it is the same -- the same

        19            entity.  Yes.

        20                      UNIDENTIFIED SPEAKER:  If I may ask

        21            timeline on applying for a waiver, is this

        22            something that we're looking at trying to get a

        23            handle on within the next 60 days, 90 days?

        24                      COMMISSIONER PRAEGER:  Well, we need to

        25            get -- companies need to know what the rules are
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        01            going to be because if they're not -- if they are

        02            -- if we have to enforce the medical loss ratio

        03            requirements, it will be for 2012.  So the sooner

        04            we can get that sorted out, the better.  I mean, I

        05            think we would like to get something filed, if

        06            we're going to file.  If we feel like we have

        07            sufficient information -- and I think these were

        08            available?

        09                      MS. SHEPPARD:  Yes.

        10                      COMMISSIONER PRAEGER:  Yeah, you should

        11            have gotten a copy of the specific questions that

        12            we sent to the companies and asked for feedback

        13            on.  So we're not going to -- I mean, we're going

        14            to try to get something dealt with here in the

        15            next -- as soon as we can.

        16                      MS. SHEPPARD:  We have on the -- I mean

        17            as far as collecting the information, we have --

        18            we had given folks up until a week from today, so

        19            the 21st, to get all information submitted, any

        20            written information that was going to be submitted

        21            as of next week, and then, you know, we'll begin

        22            the process to start looking at what we -- at what

        23            we have at that point and making a decision

        24            whether or not we have sufficient evidence to

        25            support the application.
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        01                      UNIDENTIFIED SPEAKER:  Is there an HHS

        02            deadline on filing the waiver?

        03                      COMMISSIONER PRAEGER:  No.  No.  It's

        04            more -- the deadline is from a company standpoint

        05            that if -- if it looks like there are going to be

        06            issues around MLR, we'll  - we need to know before

        07            2012 when the companies would have to begin

        08            sending rebates.

        09                 You know, the rebate, I haven't heard a lot

        10            of discussion around the rebate, but to me it

        11            seems like a paperwork nightmare for the

        12            companies, but what do I know.

        13                      UNIDENTIFIED SPEAKER:  That's an accurate

        14            assessment.

        15                      UNIDENTIFIED SPEAKER:  Particularly on

        16            the group side because you have to split the

        17            rebate between the employer and the employee-based

        18            contribution rate.

        19                      COMMISSIONER PRAEGER:  That's -- yeah.

        20            Oh, yeah.

        21                      UNIDENTIFIED SPEAKER:  And most of us

        22            don't capture that information today.

        23                      COMMISSIONER PRAEGER:  Yeah.  It's --

        24            it's, yeah, it's a nightmare.

        25                      UNIDENTIFIED SPEAKER:  If an individual
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        01            is with a carrier and a plan that end up having to

        02            pay a rebate back and that individual was

        03            receiving a federal subsidy, where does the rebate

        04            go?

        05                      COMMISSIONER PRAEGER:  Well, they won't

        06            be getting the federal subsidy until 2014.

        07                      MR. RICHEY:  Right, on the exchange.

        08                      COMMISSIONER PRAEGER:  Yeah, right.

        09                      MR. RICHEY:  So does that rebate go back

        10            to the exchange to divide back out?  Does that

        11            rebate go to the individual, the employer and back

        12            to the feds?

        13                      COMMISSIONER PRAEGER:  Those are all good

        14            questions and to be determined.

        15                      MR. RICHEY:  If I'm a subsidized

        16            individual, if they keep paying my commissions, I

        17            may be.

        18                      COMMISSIONER PRAEGER:  Here's -- yeah.

        19                      MR. RICHEY:  And I find out there is a

        20            plan that's overcharging, I may want to go under

        21            that one so I can get my hands on a rebate check a

        22            year from now.

        23                      COMMISSIONER PRAEGER:  The -- one of the

        24            issues, one of the concerns around the people

        25            receiving financial assistance through the subsidy
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        01            is that if -- and we have had these discussions

        02            and I think, again, the jury is still out, but if

        03            a person's economic status changes during that

        04            year and they have a plan for a plan year with a

        05            subsidy that is -- that they are receiving, first

        06            of all, they are getting the subsidy based on last

        07            year's income tax return.  So it's already old

        08            information.

        09                 I'm glad I'm in Kansas, let me just say that,

        10            not having to deal with some of these

        11            implementation issues at the federal level because

        12            there are a lot of -- there's a lot of questions

        13            like that that are still up in the air, and we

        14            want to encourage people to be able to buy a plan

        15            and stay on that plan for the whole year.  You

        16            don't want people having to -- the churning

        17            process.  And so we have been making those

        18            statements, as well, that it -- there needs to be

        19            some ability for somebody to be able to receive

        20            the subsidy for the -- for that year, regardless

        21            of what happens with their status.  But the way

        22            the law is written, it doesn't appear that that's

        23            going to be the case.

        24                 So again, we'll have to sort through.  That

        25            will be another area we have to sort through, but
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        01            we are violating my rules about going way beyond

        02            the medical loss waiver in the individual and

        03            small group market, but it all does kind of

        04            relate.

        05                 So I just, I guess, the message for all of

        06            you who were willing to show up today and offer

        07            your advice and counsel, just know that through

        08            our national association insurance regulators are

        09            still at the table.  They are still seeking our

        10            advice and counsel, and so we -- and I -- and they

        11            are listening, so that's a good thing.  And there

        12            is still some time to fix some of these things,

        13            although the MLR needs to get fixed quickly, if

        14            there is a fix, an available fix out there, we

        15            need to -- we need to identify it and work with

        16            Congress to try to get it implemented.

        17            So if there is nothing else, thank you all again.

        18            If you have written comment, we'll be receiving

        19            written comments until the 21st, so you can send

        20            that in.  As I said, we have already received

        21            comment from a number of our companies.  Okay.  We

        22            are adjourned.

        23                      (THEREUPON, the public hearing concluded

        24            at 02:20 p.m.)

        25            .
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 01            COMMISSIONER PRAEGER:  Good afternoon.

 02  It's just, what, a week away from spring, and as

 03  our headline in our paper this morning said,

 04  winter makes a last ditch-effort, but fortunately

 05  it's not sticking.  It doesn't look too bad out

 06  there.

 07       Well, for those of you who don't know who I

 08  am, I am Sandy Praeger, the Kansas Insurance

 09  Commissioner, and I want to formally call to order

 10  this public fact-finding hearing that is being

 11  convened by the Kansas Insurance Department and

 12  really thank all of you for taking the time to be

 13  here.

 14       Let me introduce the folks that are here with

 15  me.  Ken Abitz, who is the head of our Financial

 16  Surveillance Division; Zac Anshutz, who is our

 17  chief legal counsel; and Linda Sheppard, who is

 18  the head of our Accident and Health Licensing

 19  Division, but is also our in-house chief of our

 20  health implementation, the Affordable Care Act

 21  implementation team.  So, Linda is really doing a

 22  lot of the heavy lifting on the various meetings

 23  and opportunities for getting public input that we

 24  are trying to create as we go through this

 25  process.
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 01       So as you all know, under the provisions of

 02  the Affordable Care Act, beginning with the

 03  current 2011 plan year, the year we are in right

 04  now, insurance companies must meet a minimum loss

 05  ratio of 80 percent in the individual and the

 06  small group health insurance market.  Health

 07  insurance that do not meet the standard in 2012

 08  will have to begin paying rebates or refunds back

 09  to their insureds.

 10       And as the Insurance Commissioner for Kansas,

 11  I really am concerned about the impact of the new

 12  standard on insurance companies that are operating

 13  in Kansas and any potential disruption of the

 14  market as a whole.  And ultimately, our duty is to

 15  protect the consumers, and ultimately market

 16  disruption affects consumers as well.

 17       So on January 14th, 2011, this year, I issued

 18  a Notice of Hearing to solicit testimony about the

 19  potential for disruption in the individual market

 20  resulting from the implementation of the 80

 21  percent MLR standard, and that -- looking at the

 22  standard, not just for this year but going forward

 23  up until full implementation in 2014, the

 24  Affordable Care Act states that the medical loss

 25  calculation has three components:  The

�0007

 01  reimbursements for medical services.  So that's

 02  easy.  You pay a doctor, you pay a hospital,

 03  that's medical service.  The cost per activities

 04  that are envisioned to improve health care

 05  quality, and the cost of all other non claims

 06  costs, excluding taxes and fees, commonly referred

 07  to as the administrative cost of health care.  So

 08  take out the taxes and fees and other -- and other

 09  non claims costs and that's the administrative

 10  side of the equation.

 11       The National Association of Insurance

 12  Commissioners, NAIC, through the accident and

 13  health working group, which is part of the life

 14  and health -- or the life and health actuarial

 15  task force, which now is just the life task force

 16  - we have divided it into two separate working

 17  groups - spent hours meeting in person and through

 18  conference calls to develop a recommendation for

 19  the methodology to be used for the -- for the --

 20  for computing the MLR.  And the recommendation was

 21  submitted to U.S. Department of Health and Human

 22  Services, and HHS issued its final regulation on

 23  MLR in December, largely based on the NAIC's

 24  recommendations.  They made a few changes, but the

 25  law actually said the NAIC shall develop the
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 01  methodology and the Secretary shall certify.  So

 02  there wasn't a lot of latitude there.

 03       So the specific issue that we are going to

 04  hear about today regards the impact of the minimum

 05  loss ratio standard on the Kansas health insurance

 06  market, and in particular the individual market.

 07       The Secretary of HHS has established a

 08  process by which a state may request an adjustment

 09  to the MLR standard that is based on evidence that

 10  the application of the 80 percent MLR will

 11  destabilize the states' individual market.  And I

 12  would just point out that last week the first

 13  waiver to a state was granted in the State of

 14  Maine, which, from an individual market

 15  standpoint, is very stressed.  They have very few,

 16  very few carriers writing.  So they received a

 17  waiver of 65 percent over three years.  The first

 18  two years 65 percent, the third year they are

 19  going to have to justify if they stay at the 65

 20  percent.

 21       So we will begin our public hearing process,

 22  and I just want to remind those that are

 23  testifying, speak directly into the microphone.

 24  Are you able to hear me okay?  And then, yes, turn

 25  off cell phones, like this.  You know, you take it
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 01  out of your pocket or your purse and you push

 02  power end.  It's embarrassing to be the one giving

 03  the instructions to do it and then have mine ring,

 04  which has happened to me.

 05       Okay.  I'll turn things over to Director of

 06  Accident and Health, Linda Sheppard.

 07            MS. SHEPPARD:  Good afternoon.  Thank

 08  you, Commissioner.

 09       My name is Linda Sheppard and I am Director

 10  of the Accident and Health Division and project

 11  manager for the Department's implementation of the

 12  Affordable Care Act.

 13       As Commissioner Praeger stated, today's

 14  hearing is being held in order to focus on

 15  gathering testimony regarding the potential impact

 16  of the new 80 percent MLR requirement on the

 17  Kansas individual health insurance market.

 18       In addition, although the HHS regulations

 19  currently limit the opportunity for a waiver or an

 20  adjustment to the MLR in the individual market, we

 21  are willing to accept testimony during this

 22  hearing regarding the potential impact of the new

 23  MLR standard on the small group market, as that

 24  information may be requested at some future date.

 25       We ask the persons testifying and members of

�0010

 01  the public who may want to comment to please limit

 02  their comments only to those two issues.  For this

 03  hearing, we will not entertain comments on the

 04  merits or problems with the federal legislation,

 05  whether the legislation will be around in the

 06  future, or anything other than the potential

 07  impact of the new MLR requirement on the stability

 08  of the Kansas health insurance market.

 09       This is the procedure we will follow:  As of

 10  right this moment, we have seven individuals who

 11  have previously requested an opportunity to

 12  testify today.  This testimony is being recorded

 13  by the court reporter, whose name is Lora.  Thank

 14  you, Lora.  And the statements will be made under

 15  oath and all persons testifying will be sworn in

 16  by Lora.  And when you -- when you come up to

 17  testify, if you have a business card that you can

 18  give to her, that would be great.  Otherwise, if

 19  you would just spell your name for her when you

 20  come up, that will help her get it -- make sure

 21  she gets it properly in the record.

 22       After each witness completes their testimony,

 23  the Commissioner may, at her discretion, ask

 24  questions of the witness or seek clarification of

 25  statements made during the testimony.  This
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 01  process will be completed with each subsequent

 02  witness.

 03       Once all witnesses have completed their

 04  testimony, the hearing portion of the meeting will

 05  be closed and the meeting will be open to comments

 06  from the public.  Members of the public commenting

 07  will not be sworn in.  If you wish to be heard,

 08  you need to fill out a form, and I think each of

 09  you was given a form that you could fill out if

 10  you wanted to speak.  And if you -- if you want to

 11  speak, just fill out the form and bring it up with

 12  you when you come up.  If you need a form, let Bob

 13  know and he'll bring one for you, and just fill

 14  out the form and bring it up to the microphone

 15  with you when you come up to speak.

 16       And to go ahead and begin, our first speaker

 17  this afternoon is Robert Richey.

 18                         ROBERT RICHEY,

 19  presented as a witness, was sworn and testified as

 20  follows:

 21            MR. RICHEY:  I'm Robert Richey, an

 22  independent agent from Wichita, Kansas, and  -

 23            COMMISSIONER PRAEGER:  Do you want to

 24  pull the mic up just a little.  Oh, you might

 25  actually check to make sure it's on.  The other
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 01  one.  Yeah.  There you go.  There we go.

 02            MR. RICHEY:  I'm Robert Richey, an

 03  independent agent from Wichita, Kansas, and I'm

 04  here to talk about the impact that the insurance

 05  agent's commission being as part of the

 06  administrative fees may cause carriers that are

 07  trying to stay competitive and solvent to not be

 08  able to continue paying agents. They may try to do

 09  their business direct, maybe through a point and

 10  click system on the Internet, like you buy a

 11  travel ticket.  And so I'm trying to bring to you

 12  a personal story that may be able to help you

 13  understand the role of an agent and why it's

 14  important to keep agents involved.

 15       I insure a group in Halstead, Kansas, that

 16  back in March of 2007 had a employee's spouse that

 17  was diagnosed with cancer.  This spouse was

 18  needing to get treatment, and the recommended

 19  treatment for her at that time was using a Gamma

 20  Knife treatment center up in Kansas City.  Her

 21  carrier had declined the coverage for that

 22  treatment because they said at the time it was not

 23  considered proper treatment for her particular

 24  type of cancer; that she would need to go through

 25  a radical surgery rather than trying to use the

�0013

 01  Gamma Knife system.

 02       They appealed that process and were again

 03  denied, and so then it went to a third party

 04  appeal.  And this is -- this takes time to do

 05  those.  So it was July of 2007 that they had

 06  applied to the State Insurance Commissioner's

 07  office through the third party appeal.  That's the

 08  process that we have in place in Kansas.  And the

 09  issue that they ran into was that their appeal was

 10  being delayed because there was not an available

 11  doctor in the State of Kansas to review her

 12  appeal.  Under state law, they have to have a

 13  doctor in the State of Kansas certified to do the

 14  type of procedure that they are reviewing.

 15       At that time they finally went to their

 16  employer.  The employer contacted me and asked me

 17  for help with this claim situation.  As their

 18  agent, immediately I contacted the carrier, found

 19  out the situation, contacted the Kansas Insurance

 20  Department and realized that under state law there

 21  was nowhere for this to go at the moment.  So I

 22  contacted Catholic Charities in Wichita to see if

 23  they could help with the cost of this because we

 24  couldn't get insurance to go one way or the other

 25  at this point.  We needed to go a different route.
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 01  Catholic Charities had agreed to pay for the

 02  surgery if it could be done, and their medical

 03  director agreed that it would help their

 04  situation.

 05       After the medical director reviewed the files

 06  that I was able to obtain, after getting the

 07  proper HIPAA authorization form and getting the

 08  medical records to them, they came back and said,

 09  no, we really don't think that we can help, but I

 10  have already accomplished one thing for this

 11  insured at this moment.  It's no longer a matter

 12  of payment.  We now have someone willing to pay

 13  for their services.  So they are already feeling a

 14  little better knowing that someone cares, they are

 15  willing to pay for it.

 16       Now, I went another step further.  When I

 17  talked to the medical director at Catholic

 18  Charities or Via Christi where they have a Gamma

 19  Knife center, they recommend that I contact M.D.

 20  Anderson down in Houston to see if they could get

 21  this particular patient in for treatment using

 22  their proton beam accelerator.  They have four of

 23  these in the United States, and it's something

 24  that they felt could possibly work under her

 25  circumstance with the information they had at the
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 01  time.

 02       So I sent those medical records down to M.D.

 03  Anderson, and this is all within the confines of

 04  about a two-week period from when I was contacted.

 05  They looked at it and said we need to have a new

 06  MRI to make sure that this cancer hasn't advanced

 07  and that it's something that we can do, but they

 08  contacted me back within 24 hours of me sending

 09  them the medical records.  So it was very, very

 10  quick.

 11       When I got the phone call back within two

 12  days after them reviewing the medical records and

 13  the new MRI that they had received, they said, no,

 14  there is nothing we can do for this patient.  This

 15  patient needs to get in hospice care immediately.

 16  So I asked them, are you going to contact this

 17  patient or her doctor to let them know that there

 18  is nothing that could be done.  They said, well,

 19  based on the HIPAA laws, we  - we don't think that

 20  we have the ability to do that.  She's not

 21  actually a patient of ours at the moment.  So I

 22  had to make the phone call and tell them, you

 23  know, we have sent this to M.D. Anderson, there is

 24  nothing they can do.

 25       When I did that, the patient then let me know
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 01  that they had started coughing up blood the

 02  morning before.  They knew it had gotten into

 03  their lungs, it was terminal.  We got them on

 04  hospice immediately.  The patient died just about

 05  two weeks later.  So there was very little time

 06  after that, but we accomplished a second thing for

 07  this patient.  Not only did we find funding

 08  available for them outside insurance, but we also

 09  got their files in front of the medical director

 10  at Via Christi and we got their files in front of

 11  M.D. Anderson, one of the best cancer centers in

 12  the United States.  So they were also able to

 13  understand that someone also cared not just about

 14  paying for it, but cared to have the best medical

 15  minds look at their files, and there was nothing

 16  that could be done at this point.

 17       This was all done because they had an agent.

 18  Without having an agent involved, it's going to be

 19  a point and click system and you're not going to

 20  get that.  So I just wanted to share this story

 21  with you.  This is why we need to keep agents

 22  involved.  I did submit this in writing to the

 23  Department, as I wasn't sure I was going to be

 24  able to be here today.  So you do have this in

 25  case you need it.  Thank you.
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 01            COMMISSIONER PRAEGER:  Thank you, Robert.

 02  Do you have any questions?

 03       I think you make a very clear case for the

 04  value that the agent brings to the process and

 05  appreciate your good work.

 06            MR. RICHEY:  Thank you.

 07            MS. SHEPPARD:  Our next speaker this

 08  afternoon is Tom Bryan.  Okay.  Then Terry, that

 09  brings you up, Terry Dressman.

 10                        TERRY DRESSMAN,

 11  presented as a witness, was sworn and testified as

 12  follows:

 13            MR. DRESSMAN:  Good afternoon, folks.  My

 14  name is Terry Dressman.  I am the president of the

 15  Greater Kansas City Association of Health

 16  Underwriters.  And like Robert, too, I'm an

 17  insurance agent.  I do sell health insurance and

 18  my clients have relied upon that for over 20

 19  years.

 20       His story is not unlike every one of the

 21  agents that I represent in Kansas City, which we

 22  have 200 active members.  We represent over 1,200

 23  just on the Kansas side of the metropolitan area.

 24  I know that there is probably 4,000 here in the

 25  State of Kansas that are actively trying to
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 01  provide, you know, health insurance for the

 02  individuals here in Kansas.

 03       The biggest problem that I see with this MLR,

 04  and having developed products back in the '80s,

 05  Sandy, I don't know if you know this, but my past

 06  life was I worked in insurance companies and

 07  worked in and consulting actuarial companies

 08  developing products trying to determine, you know,

 09  what the rates should be based upon meeting a loss

 10  ratio that we had to meet back in the '80s.  So my

 11  job was, you know, in developing products was to

 12  file it with the state insurance departments and

 13  then, obviously, to try to maintain those blocks

 14  of business.  So I'm rather -- I'm rather educated

 15  on the idea of what this MLR will do.  And the

 16  insurance companies in January sent me some Dear

 17  John letters and said your commissions are now

 18  going to be cut in half, and those commissions are

 19  my livelihood.  I don't have an extra job.  I'm

 20  not selling Amway on the side.  This is a

 21  full-time job.  And the agents that I represent as

 22  the president there in Kansas City, they have the

 23  same exact M-O.  And we have been working in this

 24  industry to improve the livelihoods of Kansans.

 25  And Rob Richey's story, and many that I can tell
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 01  you that have already submitted, are the -- going

 02  beyond and above what you would normally expect an

 03  agent to do, but that's what we are paid to do.

 04  Our job is to make sure that these people get the

 05  services that they expect underneath their

 06  policies.  And when you take and essentially pull

 07  a rug out from underneath that agent and say that,

 08  you know what, we are not going to be able to pay

 09  you anymore, because we are not independently

 10  wealthy people, we have -- we have a need to be

 11  able to choose what we can do in order to continue

 12  to survive as an agent.  And this particular move

 13  was, in my opinion an insurance company's

 14  survival, too.  Their underwriting has tightened

 15  up significantly, and so just writing an

 16  application today is no guarantee that they are

 17  going to be able to see a policy in a couple of

 18  weeks.  If they can run a couple of marathons in a

 19  month, then they are going to be able to get a

 20  policy, but I have already written at least a

 21  dozen apps in the last six weeks and they have all

 22  been declined, declined because of medical

 23  history.

 24       My objective in this particular meeting is to

 25  let you know that we have been harmed already and
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 01  it's disrupted this market considerably and we are

 02  two years out.  Am I empathizing for Blue Cross

 03  Blue Shield of Kansas?  Absolutely not.  I'm

 04  empathizing for the insurance agent.  I'm here to

 05  try to provide the manpower, the people that are

 06  going to be able to educate the people out there

 07  in the State of Kansas that there are products

 08  that can help serve their needs, but they may be

 09  very expensive, because I had a symposium last

 10  Wednesday and in that symposium over in Kansas

 11  City we had 170 people attend and we provided

 12  evidence of what the Massachusetts connector is

 13  already charging.  I'm a little bit older than

 14  most people, so my family with four people would

 15  be charged $2,545 a month.  I'm 55, folks, and

 16  that's a month.  And if you make over 63,000, you

 17  don't get any subsidies in the State of

 18  Massachusetts.  So that's a little bit of a tough

 19  nut to crack here in Kansas.  You just generally

 20  don't have two -- two incomes that can meet the

 21  70-some thousand dollars.

 22       And so what I'm trying to leave with this

 23  particular hearing is that the agents have already

 24  been harmed.  Our incomes have been devastated and

 25  we are trying to -- we are trying to wade through
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 01  these meetings in establishing this exchange for

 02  the benefit of Kansans, but, obviously, for our

 03  own livelihood.  We are trying to provide a

 04  program that's going to help sustain the health

 05  care needs here for these people in the State of

 06  Kansas.  And I do appreciate the opportunity to

 07  testify, Sandy.

 08            COMMISSIONER PRAEGER:  Thank you, Terry.

 09  Are you -- you say -- I mean, you are already

 10  hearing from some of the companies that  - that

 11  you represent that they are -- and your colleagues

 12  that you work with are doing the same.  Have you

 13  seen people move to another line of work in this

 14  really great job market?

 15            MR. DRESSMAN:  Last year we had 275

 16  people attend that symposium.  This year we had

 17  170, and about 25 of those people were new

 18  members.  And we have been -- I would say that we

 19  have already lost 10 percent of our employee base.

 20  They have already fled.  And do I have that number

 21  exact?  Well, 170 from 270 is a pretty telling

 22  story.

 23            COMMISSIONER PRAEGER:  You know, Terry,

 24  we asked -- when all of this was being discussed

 25  and I wanted to take some information back to our
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 01  NAIC, could you just kind of run through the list

 02  of some -- we have heard the personal story from

 03  Robert, and you've talked a little bit about what

 04  you do, but just some of the additional services

 05  that go beyond just selling a product.

 06            MR. DRESSMAN:  And I appreciate this

 07  opportunity because, you know, typically we are in

 08  a small group market.  So, Linda, this is really

 09  going to address more of the small group market

 10  than the individual market.

 11       A lot of small employers -- the majority of

 12  my business is small employers, and the average

 13  size in the State of Kansas is probably six or

 14  seven lives.

 15       You know, we actually help them with a lot of

 16  their human resources work.  You know, they can't

 17  afford to farm it out.  It's generally the owner

 18  of the company that's trying to wear three

 19  different hats.  And our job is to make sure that

 20  they, you know, they educate their employees on

 21  what the benefits are to make sure that those

 22  employees are constantly served.

 23       I carry a cell phone, it is on stun, and I

 24  don't want anybody to think that I'm inaccessible.

 25  People can call me on the weekends, they can talk
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 01  to me, and I do have, I do have people call me and

 02  ask me, you know, how do we -- you know, how do we

 03  handle this particular issue?  And there is a lot

 04  of hand-holding, because as I sit down with

 05  particular clients, I run into cases like the

 06  following:  I had a gentleman who was working with

 07  a trucking company and he has been struggling to

 08  try to, you know, provide a benefit that, you

 09  know, is decent for his employees.  We came in

 10  with a good company product and we sat down and we

 11  worked through every single employee on an

 12  individual basis and told them what their benefits

 13  were.  Well, this gentleman is like 60 years of

 14  age, he comes in and he starts looking at these

 15  benefits.  You know, there are several options, we

 16  picked one of the options for him, and he says, I

 17  really don't have a lot of money, and I can see

 18  his glasses are, you know, are taped in the

 19  middle.  You know, he needs a new pair of glasses.

 20  We've got a vision plan in place.  We've got a

 21  dental plan in place.  I can see that his teeth

 22  are not coming together right.  I'm talking about

 23  what we do as a whole.  Before I left that

 24  meeting, I had him set up so that he could be in a

 25  new pair of glasses and a new set of dentures.
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 01  And within about 35 days from getting that policy

 02  in place, those were in place.  He said he hadn't

 03  had his glasses or his teeth changed since he got

 04  out of prison about eight years ago.

 05       That's a commitment that we make as

 06  individuals to, you know, humble ourselves to

 07  their situation because we wear a lot of suits and

 08  ties, we can be rather intimidating, but for the

 09  most part it may be the only people that they see

 10  that comes in their house and talks about the very

 11  serious nature of incidents that they face on a

 12  livelihood.

 13       The idea of going beyond and above, I have

 14  clients that don't get that service on a click and

 15  run basis.  They come back to us and ask us, now,

 16  what did I get into here?  If I went through

 17  another 20 stories, because I think I sent you

 18  five of them, and I ripped those off in about

 19  seven minutes, folks, because they are just coming

 20  off that quickly.  You can run into these

 21  situations every single day.

 22       And, you know, I actually went to KU and I

 23  taught graduate students over there.  I taught

 24  math.  You know, we had this gentleman come in on

 25  Wednesday and we talked about literacy levels in
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 01  the State of -- in the State of Missouri, in the

 02  nation as a whole.  You know, people are reading

 03  at about maybe a seventh or an eighth grade level.

 04  If you don't have somebody who knows on a

 05  face-to-face basis how to ask the questions to

 06  help them understand their policy, this could be a

 07  nightmare.

 08       This plan in Kansas, to make it work, is

 09  going to need professionals on the ground who are

 10  pen ready to make this work.  Thank you.

 11            MS. SHEPPARD:  Thank you, Terry.  Scott

 12  Day?  Scott, I don't think you were in the room

 13  when we said it.  If you have a business card you

 14  could give to the court reporter and we'll make

 15  sure she gets your name included correctly.  Thank

 16  you.

 17                           SCOTT DAY,

 18  presented as a witness, was sworn and testified as

 19  follows:

 20            MR. DAY:  My name is Scott Day.  Some of

 21  you will recognize me.  I advertise myself.  I'm a

 22  board member of the Kansas Association of Health

 23  Underwriters serving as the treasurer, but I am

 24  not here testifying today on behalf of the Health

 25  Underwriters, I'm testifying on behalf of Day
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 01  Insurance Solutions.  We are a health and life

 02  insurance agency located here in Topeka, Kansas.

 03  Okay?

 04       Sandy, to answer an earlier question, I am

 05  currently working looking for another line of

 06  business.  Okay?  We do 95 percent health

 07  insurance.  MLR, PPACA is not going to do anything

 08  to lower health insurance premiums.  It just got a

 09  whole heck of a lot harder to sell health

 10  insurance, to keep small businesses into health

 11  insurance, to do all of that.  It's gotten a whole

 12  lot harder.

 13       And to second or reaffirm Terry Dressman's

 14  comments, our commissions are being cut.  So I'm

 15  going to do just as much work, probably more due

 16  to health care reform, yet I'm paid less.  Okay?

 17  I don't expect anybody to feel sorry for us.  I

 18  don't feel sorry for us.  This is what's dealt for

 19  us, this is where we're going.  So I am looking

 20  for other lines of business.  But health care

 21  reform always opens new opportunities.  There is

 22  always something to do.

 23       Day Insurance Solutions is going to do just

 24  fine under health care reform.  I'm not worried a

 25  lick about it.  I'm not going to be chasing
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 01  promoting health insurance sales near like I was.

 02  We are shifting away from that.  That's the

 03  reality of this scenario.  We are moving as

 04  quickly away from health insurance sales as I

 05  possibly can.

 06       And right now, today, small groups are

 07  dropping health insurance.  Today they can't

 08  afford health insurance.  I mean, we are

 09  struggling every day to keep them into health

 10  insurance.  We are raising deductibles to $5,000.

 11  We're carving out RX plans. We're doing everything

 12  we can to keep the small business owner insured.

 13  Yet, everything we are doing today is outlawed

 14  under this scenario.  And then you take medical

 15  loss ratios, I mean, I have talked to a couple of

 16  my companies.  They immediately cut commissions to

 17  try to meet the medical loss ratios.  They

 18  couldn't do it before.  I mean, services from

 19  insurance companies are being cut.  I mean, no

 20  more fancy brochures showing how their plan works,

 21  no more sales marketing teams explaining the

 22  products to the agents.  All that stuff is being

 23  cut.  So the insurance industry is -- is under

 24  dire jeopardy.

 25       Well, if all those services are being cut,
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 01  who is doing the customer service on these plans

 02  in exchange?  Who is going to do that?  MLR rips

 03  away services, who is going to do that?  Well, I'm

 04  going to tell you right now we also sell Medicare,

 05  and the average time for a Medicare client concern

 06  is about an hour and a half in our office.  That's

 07  the average length of time to do customer service

 08  on one of our clients, on one.  And why is it so

 09  difficult?  Because they call their insurance

 10  company who has the med supp plan or the Medicare

 11  advantage plan, whatever it is.  And it's always,

 12  oh, that's a problem on the Medicare side.  So

 13  then you've got to call Medicare.  I don't know if

 14  any of you have ever tried to call Medicare.  It's

 15  45 minutes getting to the right department.  And

 16  once you get there, then you're calling back your

 17  insurance company rep who just told you it's

 18  Medicare's fault and you're making that

 19  connection.  That's how we handle Medicare

 20  customer service.  It's a three-way call because

 21  one side says the other, and this is where this

 22  stuff is going.

 23       You call a big insurance company today and

 24  you get Joe Snow insurance agent account rep.  You

 25  call back the next time, it's somebody else.  You
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 01  never get the same -- you don't get the commitment

 02  to the customer service.  So we see this stuff

 03  going to that model.  It's going to be customer

 04  service is -- is not going to be provided.  That's

 05  something that we do.  We take care and protect

 06  our clients.

 07       I mentioned small employer groups are

 08  dropping health insurance today, and everything we

 09  are trying to do to keep them in is going to be

 10  outlawed.

 11       There is a new way that we are attacking this

 12  problem today, and some of this is -- even the

 13  broker world don't like some of the things that we

 14  are doing to keep employers insured, but you're

 15  going to see a new dawn and a new rise in products

 16  and it's coming in the form of limited plans.

 17  You're going to see surgical plans coming back.

 18  You're going to see plans that just address major

 19  need parts of the component, and they are going to

 20  be outside of this exchange world.  So there is

 21  still going to be a product.  I already see them.

 22  We are already installing them.  You put in a

 23  limited plan that maybe has good surgical

 24  benefits, and you don't have chemo and you don't

 25  have this type of things provided in that plan.
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 01  But you know what this reform does?  I don't care.

 02  If somebody on that plan gets sick today and needs

 03  chemo, I've got a guaranteed issue PPACA plan.

 04  The PCIP, guaranteed issue, it's pretty

 05  affordable.  You just stick them on there and they

 06  are covered.  It's totally shifting the need for

 07  people to buy health insurance.

 08       If it's all guaranteed issue, there is no

 09  need, and we already are seeing this.  Employers

 10  are going to lower cost plans providing basic

 11  services and they have the umbrella of PCIP to

 12  cover their employees in case they really get

 13  sick, and that's how it's going to be under the

 14  exchange.  And brokers will take care of

 15  themselves.  We'll still make money helping

 16  people, it's just a different way to attack the

 17  problem.  And MLR, PPACA has done all that.  It's

 18  just -- employers still want to provide, they want

 19  to do the right thing, it's just nobody can afford

 20  it today, and it's really going to be unaffordable

 21  tomorrow.  Thank you.

 22            COMMISSIONER PRAEGER:  Scott, could you

 23  -- since the waiver that we are, you know,

 24  potentially trying to gather information to

 25  potentially apply for really relates only to the

�0031

 01  individual market, can you -- what kind of

 02  experience have you had in your agency with

 03  companies that you write for selling an individual

 04  product?  Have you seen the same kind of reduction

 05  in commissions?

 06            MR. DAY:  Underwriting has gotten a whole

 07  heck of a lot harder to place.  Okay.  Stuff that

 08  used to be ridered can no longer be ridered.  So

 09  getting people onto health insurance has gotten a

 10  whole lot tougher.  We just don't have the

 11  options.

 12       The children piece, you know, we used to do a

 13  ton of writing children.  We would pull them off

 14  expensive group plans and put them on a really

 15  affordable low-cost 40 to $60 a month plans and we

 16  could save families tons of money.  Well, that got

 17  taken away.  I mean, carriers are not insuring

 18  children because of the guaranteed issue

 19  component.  So we have seen those two big things.

 20       We have seen a huge up-tick in the limited

 21  plans.  People are looking at the high-risk pool,

 22  which is way too expensive.  They have a six-month

 23  wait to go onto the PCIP plan, so they are taking

 24  some of these plans that aren't even considered

 25  major medical.  They don't count against the six
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 01  months PCIP waiting period, and they are running

 02  the game right now of I've got a surgery table.

 03  If I do get sick, I can go under the PCIP and pay

 04  the higher premium there later.  So we are seeing

 05  a huge uptake in people gaming the system.  They

 06  are taking the limited plans.  We have the

 07  protection of PCIP after six months.  We are just

 08  seeing a lot of that taking place in the

 09  individual market.

 10            COMMISSIONER PRAEGER:  And have you seen

 11  from the companies in the individual market,

 12  you're seeing the reduction in -- in commission as

 13  well?

 14            MR. DAY:  Yes.  I mean, two of our -- we

 15  write three carriers heavily, and I'm not going to

 16  mention them by name, but one kept the commissions

 17  the same.  They were pretty much lower than

 18  everybody else anyway, and then two of our other

 19  carriers have -- have -- one has knocked it 50

 20  percent, the other one is at least 40 percent off.

 21  They were our second and third -- I mean, it's a

 22  hit to us, but it's not -- to other producers who

 23  are million dollar producers of those companies,

 24  it would be devastating.  I mean, to us, they were

 25  out second and third.  We usually went to them
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 01  because they had easier underwriting guides, stuff

 02  like that.  You always had a place for a company.

 03  One company would write this and, you know, they

 04  would write this disease or this one wouldn't, so

 05  we always had this game where we are shifting back

 06  and forth between carriers trying to find the best

 07  fit.

 08       But, no, we have seen the commission drops on

 09  that side.  It's the small group market that I'm

 10  worried about, too.  I mean, I think that one is

 11  in dire straits.

 12            COMMISSIONER PRAEGER:  And, of course,

 13  the waiver opportunity isn't there for the -- for

 14  the small group market, unfortunately.

 15            MR. DAY:  Yeah, and then we were also

 16  doing a lot of trying to shift small employers to

 17  individual insurance, and, you know, it would have

 18  been really nice if employers could contribute to

 19  individual policies, but we -- it's just gotten a

 20  whole lot harder to write some of this up, not

 21  perfectly healthy cases.

 22            COMMISSIONER PRAEGER:  Okay.  Thank you.

 23            MR. DAY:  Thank you.

 24            MS. SHEPPARD:  Next speaker, Diane

 25  Thornton.  No?  Okay.  Brenden Long?  All right.
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 01       Is there someone here from IMA Financial

 02  Group that wanted to speak?  I was told there

 03  might be.

 04       And is there someone from Humana here who

 05  would like to speak?  Okay.

 06       Is there anybody else who had maybe had not

 07  signed up to speak but was interested in

 08  testifying?  Okay.

 09                        MICHAEL MURPHY,

 10  presented as a witness, was sworn and testified as

 11  follows:

 12            MR. MURPHY:  Good afternoon.  I have a

 13  written-out statement I'm going to read, which is

 14  not normally how I present things, but I will go

 15  through that and be happy to answer any questions.

 16            UNIDENTIFIED SPEAKER:  Do you have a

 17  name?

 18            MR. MURPHY:  My name is, well, first of

 19  all, I said good afternoon, but I want to

 20  specifically say thank you to the Commissioner for

 21  giving us a chance to talk today.

 22       My name is Michael Murphy.  I'm the CEO of

 23  Coventry of Kansas.  Some of you I know, some of

 24  you I'll get a chance to meet, I'm sure, today.

 25       On behalf of Coventry and our more than 280
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 01  employees in the state, I want to express our

 02  appreciation again for the department, as well as

 03  Sandy and the staff, for giving us a chance to

 04  talk about this very important topic.

 05       Coventry is a significant provider of health

 06  insurance in the state, and we currently provide

 07  insurance coverage to 230,000 Kansans, a little

 08  more than 12,000 individual members across the

 09  State of Kansas.

 10       My comments will be brief.  Coventry will

 11  follow with more detailed written testimony for

 12  the record.  However, in my statement today, I

 13  want to leave the Department with three main

 14  points.

 15       The first, Coventry supports the decision by

 16  the KID to apply for federal adjustment to the 80

 17  percent MLR requirement for the individual market.

 18  We also ask that the KID seek an orderly

 19  transition period until 2014.  Our specific

 20  request is that we have a 65 percent MLR in 2011,

 21  and gradually and systematically increase that in

 22  subsequent years.  Our recommendation is to go to

 23  70 percent in 2012 and 75 percent in 2013.

 24       We believe this approach will provide the

 25  best conditions to allow carriers to make the
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 01  necessary adjustments to their business and

 02  contracts, given the disconnect that we have today

 03  between the short time to comply with the new

 04  federal requirements issue -- and the rules issued

 05  in late 2010 and the longer lead time necessary to

 06  implement changes to our operations.

 07       Most important, it will ensure a continued

 08  competitive environment and promote stable access

 09  by consumers to new and existing individual health

 10  plans.

 11       Second point, without a federal adjustment,

 12  we believe there is a reasonable likelihood that

 13  the application of the 80 percent MLR requirement

 14  will destabilize the individual market in Kansas,

 15  some of which we have already heard about, which

 16  is the standard identified for granting an

 17  adjustment under Section 2718 of the Affordable

 18  Care Act and subsequent regulations from the U.S.

 19  Department of Health and Human Services.

 20       As a relative newcomer to the individual

 21  market in Kansas, Coventry has a much newer block,

 22  compared to most established plans.  As a result,

 23  our MLRs run today considerably below the 80

 24  percent mandate.  Application of the 80 percent

 25  standard will result in unsustainable losses for
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 01  Coventry's individual health plan business and

 02  raise major concerns about our ability to continue

 03  operating this segment of business in the State of

 04  Kansas.

 05       The third point, our fellow Kansans will feel

 06  the ultimate harm if an adjustment is not

 07  provided.  We've heard a little bit about this

 08  already.  It will reduce the coverage choices

 09  available to the individuals and families who need

 10  to turn to the individual market for coverage

 11  before 2014.  It will reduce the level of

 12  competition and lead to higher premiums, which

 13  will make coverage less affordable and potentially

 14  increase the number of uninsured.

 15       It will harm our partners in the broker and

 16  producer community who are not able to continue

 17  playing a valuable role in assisting consumers to

 18  make the best plan choice for them.

 19  Finally, it will cause carriers who are required

 20  to scale back their operations in this market

 21  space to reduce jobs.

 22       Again, we encourage and support the decision

 23  by the KID to seek a federal adjustment and

 24  orderly transition to the 80 percent MLR standard

 25  to avoid a reasonable likelihood of market
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 01  destabilization and subsequent harm to the

 02  residents of Kansas.

 03  Once again, I appreciate the opportunity to

 04  provide our comments and the efforts by the KID to

 05  ensure continued and stable access by Kansans to

 06  the individual health plan market.  That's my

 07  official statement.

 08            COMMISSIONER PRAEGER:  Mike, would you

 09  clarify your comment about that you have a newer

 10  block of business and, therefore, you are below

 11  the -- would have trouble meeting the 80 percent?

 12            MR. MURPHY:  We have, in relative terms

 13  in the market, I'm not sure how all the different

 14  carriers rank in terms of volume, but ours as an

 15  individual block is relatively small, which means

 16  two things.  One, it's much more volatile.  MLRs

 17  jump all over the place.  They can go from 50

 18  percent to 90 percent from one year to the next

 19  depending on what happens, particularly with large

 20  cases.

 21       The other is there are people who actually

 22  depend on individual insurance as their primary

 23  insurance over a long period of time because they

 24  are in business for themselves or something of

 25  that nature, versus somebody just buying a gap
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 01  policy because they are between jobs or something

 02  like that.

 03       So the larger your block, the more of those

 04  people who are more stable.  And the longer

 05  somebody is in insurance coverage, typically the

 06  cost of caring for them goes up over time as we

 07  all age.  So a larger block indicates that it's a

 08  larger portion of essentially long-term individual

 09  policyholders, but you're generally going to have

 10  a higher MLR as a group.  Does that make sense?

 11            COMMISSIONER PRAEGER:  Yeah, it's sort of

 12  counter-intuitive.  But if you have a younger,

 13  healthier group, for example, you might not be

 14  paying out as much in medical claims but your

 15  administrative costs are still there, making it

 16  more difficult to meet the  -

 17            MR. MURPHY:  Right.

 18            COMMISSIONER PRAEGER:  -- MLR.

 19            MR. MURPHY:  Yeah.  I don't -- I'm just

 20  reflecting what our block currently shows.  We can

 21  certainly provide some factual

 22  actuarially-supported documentation to back that

 23  up.

 24       I think one of the comments that was made

 25  earlier, which, to your point exactly, the
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 01  legislation as it's written is a little bit --

 02  does exactly the opposite of what we would like to

 03  see it do in some regards.  Certainly we are

 04  looking for more coverage for more people and

 05  making it more affordable, but what happens is it

 06  takes the least costly premium plans essentially

 07  out of the market for like benefits.

 08       As an example, if it costs us, to make the

 09  math simple, if it costs me $50 a year to

 10  administer an insurance policy for an individual,

 11  which is less than $5 a month, and you add that

 12  onto a policy that costs $85, so you're charging

 13  them 120, if by raising the MLR we'll have to

 14  spend a bigger -- bigger percentage of those

 15  dollars delivering health care, there is not $50

 16  left over to cover my costs.  So in order to get

 17  to a percentage, it gives me the same $50, the

 18  overall premium has to go up in price.

 19       So what we're doing is we're eliminating the

 20  low-end low-cost premiums that most, whether

 21  you're a college student or somebody just looking

 22  for a catastrophic coverage or something of that

 23  nature, is willing to pay for or willing to -- and

 24  then they can afford and they want to be in the

 25  marketplace, those are essentially going to
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 01  disappear.  You may end up with some sort of

 02  specialty type plans that were talked about

 03  earlier, but they certainly don't provide the

 04  comprehensive coverage that people need to have

 05  and should have and prefer to have.

 06            COMMISSIONER PRAEGER:  Okay.  Thank you.

 07            MR. MURPHY:  Thank you.

 08                          LOU SMITH,

 09  presented as a witness, was sworn and testified as

 10  follows:

 11            MR. SMITH:  My name is Lou Smith.  I'm an

 12  independent agent in Wichita, Kansas, with

 13  Harrington Health, and I'd like to add some

 14  comments to some of those made this morning -- or

 15  this afternoon already regarding some stories.  I

 16  want to relate a story to you as it relates to the

 17  MLR.

 18       If we recognize those of us in the business

 19  that MLRs are going to put pressure on agent's

 20  commission, reducing them, and indeed one

 21  commercial carrier, for example, has removed

 22  commissions entirely from employer groups from two

 23  employees up to 50.  This particular large

 24  commercial carrier sent out notices to remove

 25  commissions entirely, and that's going to put
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 01  pressure on the involvement of the trusted agent

 02  or trusted advisor for many, many employers, and I

 03  want to relate a story to you that can perhaps put

 04  some flesh on that story.  And all of us have

 05  these kinds of stories, by the way.

 06       This story goes back about three years ago

 07  working with an employer group who had struggled

 08  over time with their rates clicking along at

 09  double digit increases every year.  And they were

 10  debating the issue of should they pass along the

 11  cost to the employer group, should they raise

 12  deductibles, should they increase their

 13  out-of-pocket, should they reduce benefits, what

 14  could they do?

 15       And so working with -- with our office, we

 16  put together an overall comprehensive plan to

 17  encourage their employees to take better health.

 18  Well, how do you do that?  Well, one notion is to

 19  raise deductibles to force the employees to pay

 20  more out of their pocket, maybe be more careful

 21  perhaps in how they spend their dollars.

 22       Another way might be to encourage employees

 23  to just simply take better care of themselves.

 24  What a novel thought.  And indeed, in any -- all

 25  of this national health initiatives that we see
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 01  coming down the pike, there is really nothing in

 02  that to encourage us as consumers to take better

 03  care of our health.  Because after all, health

 04  care costs are related to what expenses we incur

 05  as a result of our diseases and injuries.

 06       This particular employer put together a plan

 07  to encourage their employees to not smoke.  They

 08  put a premium differential in the first year for

 09  employees that smoked to encourage them not to

 10  smoke.  They put a premium differential in to

 11  encourage their employees to have their wellness

 12  exams.  Now, mind you, this was an employer who

 13  already had 100 percent coverage for wellness.  A

 14  review of the data reflected less than 15 percent

 15  of their employees were taking advantage of that

 16  100 percent wellness.  I'm talking about

 17  mammograms, pap smears, PSAs, the wellness exams

 18  for kids.  Fifteen percent or less were taking

 19  advantage of that.

 20       So how do you encourage, how do you ask

 21  employees to take full advantage of their health

 22  insurance and maybe forestall some unwanted health

 23  instances down the road?  Well, they put an

 24  incentive in if you did not appear for a health

 25  fair annually, you and your spouse, you had to pay
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 01  a financial penalty if you did not appear.  If you

 02  appeared, not only did you get all your blood work

 03  and lab work all covered at 100 percent, you get a

 04  full report back to you, the employee or spouse,

 05  to take to your physician and discuss with them.

 06  But if you did not appear, you had to pay a

 07  financial penalty to not appear and not take those

 08  tests.

 09       The third thing they did was ask their

 10  employees to work with a lifestyle coach.  What's

 11  a lifestyle coach?  That's someone who is going to

 12  look over all this data and fill out a health

 13  questionnaire about their health history.  It's

 14  called a health risk appraisal.  And then the

 15  coach reviews this health risk appraisal and looks

 16  at things like do you smoke?  What's your weight?

 17  What's your height?  Do you wear a seat belt?

 18  What's your diet?  Do you eat salads?  Just basic

 19  dietary information, but also discuss your BMI.

 20       This health coach would call you at home and

 21  ask you what do you want to work on to improve

 22  your health.  Well, most of us, we already know

 23  what we need to work on for -- to improve our

 24  health, most of us already have a good idea.  And

 25  so the coach would work with that individual to
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 01  work with them in identifying some health need,

 02  and then through the course of maybe six or eight

 03  phone calls encourage them to do that.  But -- so

 04  the employer put that incentive in place.  So the

 05  smoking incentive, they go do the lab work, and do

 06  the health risk appraisal incentive, and also work

 07  with a health coach.  They had three incentives.

 08  To do all that, it would take less than an hour a

 09  year, less than an hour.  And you might expect the

 10  employer had a lot of noise.  A lot of employees

 11  resisted that.  Why are you asking -- why are you

 12  interfering with that.  So the employer, for the

 13  first year, put that in effect.

 14       The second year they did it again.  They had

 15  a little bit more noise, but not quite as much,

 16  but we did it again for the second year.

 17       Beginning on the third year, the manager of

 18  this particular employer wanted to make a

 19  presentation to all of his employees, very much in

 20  a room like this.  He said, I want to tell you a

 21  story.  He introduced the whole health fair

 22  discussion by this story and I want to relate it

 23  to you because it makes the point I think.  He

 24  indicated that he embraced this whole program

 25  somewhat reluctantly because he did not understand
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 01  why encouraging your employees to do these things

 02  might help lower their health care costs, but he

 03  did it anyway because he was a manager and he felt

 04  the need to support management's decision and did

 05  it.

 06       And so the first year he had his PSA and it

 07  was, as I recall, it was like 2.6.  The second

 08  year he had his PSA, and this gentleman is in his

 09  50 -- is 52 years old, as I recall, he had his PSA

 10  and it elevated to over five, his PSA.  And so

 11  when he got his lab results back, he took that to

 12  his physician and the physician says, you know,

 13  it's more than doubled, it's something we ought to

 14  take a look at.  They did a test on him and

 15  further tests and decided to do a biopsy.  They

 16  found a very severe case of -- and I'm not

 17  familiar with all the types of prostate cancers,

 18  but this particular one was very aggressive, it

 19  grows very fast.

 20       As a result of that, he was referred then out

 21  of state and had some prostate surgery, and he

 22  related this story to his employees that day.  And

 23  you have to, I guess, value that someone is

 24  willing to stand up in front of their employees

 25  and tell this kind of story, personal story.  But
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 01  he married late in life, in his mid to late

 02  thirties, and had some young children.  As he

 03  related this story, he said had he not had those

 04  PSA exams, had he not done those tests, his doctor

 05  had told him that this particular type of

 06  aggressive cancer was such that it would have been

 07  asymptomatic.  He wouldn't have had any symptoms

 08  until it would have been too late for him to be

 09  helped in any fashion.

 10       He -- as he told the story, he began to cry

 11  and he said how valuable it was for him now to be

 12  around to see his daughter's marriage and

 13  graduation, his son's graduation from college, and

 14  he interspersed that story with that.  But his

 15  point about that was were it not for that health

 16  fair that he reluctantly embraced, he would not

 17  have had that kind of story to relate to his

 18  employees.  That year we had not one complaint

 19  from his employees about the health fair and the

 20  tests they had to go through.

 21       And there are other stories, people who have

 22  lost weight, people who have quit smoking, all

 23  those kinds of stories.  Now, all that grew out of

 24  the advice and counsel they received from their

 25  agent, their broker, because heretofore their

�0048

 01  coverage, their insurance coverage covered 100

 02  percent of those services, but no one was taking

 03  advantage of it.  So was it not for the counsel to

 04  put in incentives, you know how we consumers are,

 05  we don't do very much without hitting your

 06  pocketbook anyway, but were it not for those

 07  incentives, they would not have encouraged him to

 08  do what he did.

 09       And by the way, that particular group has had

 10  two years of back-to-back now of zero percent

 11  change in their insurance premiums.  Can I take

 12  responsibility for that?  No.  I wish I could, but

 13  I think it's more than coincidence that prior to

 14  the implementation of these programs they were

 15  suffering through double digit increases and now

 16  they've seen back-to-back zero changes in their

 17  health insurance premium.

 18       So I relay that story to you to tell you that

 19  I think the role of the insurance agent working

 20  with employers is very, very valuable, and I

 21  think, as -- everything I read and hear coming

 22  down the road is going to damage that

 23  relationship.  You have already heard testimony

 24  earlier about what impact that's going to have.  I

 25  think it will damage that, and it's unfortunate
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 01  because I think more and more employers are going

 02  to be looking for financial relief through this to

 03  help lower their cost, and this is just one story

 04  that I think brings that home.  Thank you.

 05            COMMISSIONER PRAEGER:  Thank you.

 06            MS. SHEPPARD:  Do we have anyone else?

 07  And I'll give you your option.  Do you just want

 08  to make public comment or do you actually want to

 09  it have it on the record?

 10            MS. OCHSNER:  Oh, I can just make a

 11  comment.

 12            MS. SHEPPARD:  Okay.

 13            MS. OCHSNER:  I'm Gina Ochsner from

 14  Century Health Solutions  -

 15            MS. SHEPPARD:  Oh, you're certainly

 16  welcome to come up.

 17            MS. OCHSNER:  Oh, okay.

 18            MS. SHEPPARD:  Yeah.  We'll go ahead and

 19  close the formal portion of the hearing, unless

 20  there is someone else who wants to talks.

 21            MS. OCHSNER:  Gina Ochsner with Century

 22  Health Solutions.  We are a company here in

 23  Topeka, and we do have two separate divisions of

 24  our company.  Of course, one is our independent

 25  insurance agency, and so I certainly concur with
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 01  all the comments here today regarding declining

 02  commissions and the impact to the agent/broker

 03  community.

 04       The other side of our business, however, is

 05  also being impacted by the MRL (sic) that is not

 06  being discussed a lot, and that's the opportunity

 07  to maintain provider networks.  Many carriers, of

 08  course, own and operate and maintain their own

 09  provider networks, but I think I can speak for

 10  them as well.  That administrative cost component

 11  is being reduced, as well as other administrative

 12  areas.

 13       There are also companies that contract

 14  directly to someone like Century.  We are an

 15  independent PPO and we are available for lease and

 16  contract with many insurance companies.  So, in

 17  essence, we work in partnership with them to

 18  provide a local comprehensive provider network

 19  when they are not in the business of doing that

 20  provider contracting themselves.

 21       Regarding the individual market specifically,

 22  you know, I do think back to a number of years ago

 23  where we maybe had a handful of individual

 24  carriers who used our provider network.  Today we

 25  have one.  I think it's a fairly strong carrier,
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 01  but they already contacted me months ago and

 02  basically said that they are slashing their

 03  provider network relationships throughout the

 04  country.  Kansas specifically was a target.  And

 05  unless I was able to renegotiate our network fees,

 06  that they would no longer be able to use our

 07  provider network and may have to consider

 08  withdrawing from this service area.  So, of

 09  course, this is an important carrier in the

 10  market.  I think it's important to the consumers

 11  in this area.  They are certainly an important

 12  carrier to our livelihood, so we did renegotiate

 13  our network access fees.  We are probably now

 14  providing services to them at a loss, but that was

 15  necessary on their behalf to meet the new

 16  requirements of the MLR.

 17       And likewise, again, the carriers who also

 18  maintain and operate their own networks.  I have

 19  talked with many of them.  You know, they are

 20  cutting their staff in network contracting, they

 21  are cutting their staff in provider relations.

 22  And I think that not only will consumers be hurt

 23  by those efforts, but there is also the provider

 24  industry that's going to hurt from the reduction

 25  of those administrative costs, as well.
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 01            COMMISSIONER PRAEGER:  Thank you.

 02       Now, there are a number of things included in

 03  the administrative fees.  Anti-fraud efforts, for

 04  example, that the case has been made there ought

 05  to be some recognition of that helping from a

 06  quality standpoint, and that case has been made.

 07            MR. GROSS:  I'd like to make some

 08  comments.

 09            COMMISSIONER PRAEGER:  Sure -- do you --

 10  yeah.  Do you have a business card, just so  -

 11            MR. GROSS:  Sure.

 12            COMMISSIONER PRAEGER:  We're just trying

 13  to make sure the court reporter has correct names.

 14  Okay.  Thank you.

 15            MR. GROSS:  My name is Mike Gross.  I'm

 16  an independent agent and I have been in the

 17  business for decades, anyway, and being a little

 18  older I have spent -- I spent about 15 years as a

 19  carrier manager and now I've got time again back

 20  on the independent agent side.  And I think

 21  probably one of the most valuable components of

 22  what agents and brokers provide is for the

 23  understanding of claims, how claims are handled,

 24  why the customer got paid a certain amount.  And

 25  quite frankly, it's not that the carrier doesn't
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 01  try to do a good job, they do.  I think they've

 02  got to protect themselves.  And if you start

 03  explaining something and you use too many words or

 04  you try to use an example, then the carrier

 05  individual finds themselves in this circle that

 06  goes around for 30 or 40 or 50 minutes, and it can

 07  take up a lot of time and they still really don't

 08  get the job done.

 09       I think because we sell a policy, because we

 10  explained it to that customer initially, we

 11  understand exactly the way it's supposed to work

 12  and we understand what parts should be covered,

 13  what parts shouldn't.  And as we can go back

 14  through the whole process of that claim and where

 15  they went, they were in network, out of network,

 16  we can -- we can sort through the whole thing, but

 17  I think a real important component in this is we

 18  deal with the end user all day every day.

 19       And just like Terry said last Wednesday in

 20  the symposium, we learned about health literacy,

 21  and it's a big deal.  There are a lot of people

 22  out there that function at about a sixth grade

 23  level.  I think about that every day when somebody

 24  has a claim problem.  I break it down to the

 25  smallest level, the easiest way to understand it,
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 01  and I don't let go until that person understands

 02  why that claim was paid in that fashion.  If I

 03  don't, then they'll call me back next week and

 04  we'll do it all over again.

 05       So I think -- I think the claim is a very

 06  important component.  And like I said, I'm kind of

 07  old, it seems to me like back in the early

 08  nineties in California, the State of California

 09  decided that they were going to let their -- let

 10  all those insurance buyers take a break.  You

 11  could either buy the insurance policy without an

 12  agent and save six percent or you could elect to

 13  have an agent.  And if my memory serves, 93

 14  percent of the people buying insurance in the

 15  State of California decided to have an agent

 16  because nobody else was going to help them

 17  otherwise.  So I think it's a big deal.

 18            COMMISSIONER PRAEGER:  I actually think

 19  it was even higher than 93.

 20            MR. GROSS:  Pardon me?

 21            COMMISSIONER PRAEGER:  I said I think it

 22  might have even been higher than 93 percent.

 23            MR. GROSS:  Okay, okay.  That's good.

 24            MS. SHEPPARD:  Anybody else who would

 25  like to comment?  Okay.  Then closing comments.
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 01            COMMISSIONER PRAEGER:  Let me just thank

 02  everyone, of course, and remind everyone that the

 03  waiver opportunity is just in the -- for the

 04  individual market, so being able to demonstrate

 05  disruption, and we have received written comments

 06  from -- from a number of companies.  We did ask

 07  the companies to submit data that will be specific

 08  to the questions that we have to respond to from

 09  HHS to be able to submit a waiver request.

 10       You know, I think it was good to hear the

 11  existing problems in the small group market

 12  because I don't think there is a lot of -- a lot

 13  of difference.  Obviously, selling to an

 14  individual is a little bit more time intensive

 15  than selling in a small group, but it still, in

 16  both cases, labor intensive and very service

 17  oriented from the -- from the agent's -- agent's

 18  standpoint.

 19       So we will continue to have our dialogue

 20  through our national association with HHS.  We

 21  have an executive level committee that is working

 22  with HHS.  We have actually drafted a model that

 23  should the bill, the law, get opened up again for

 24  amendments, and there has been some expression of

 25  interest in doing that, then that would be an
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 01  opportunity for us to ask that the agent

 02  commission just be pulled out and treated much the

 03  same way that state and federal taxes are treated,

 04  but that remains to be seen whether or not they

 05  will even open it up for any additional changes.

 06       There is a strong interest right now, I would

 07  point out, in opening up the law and changing the

 08  flexibility which now states can apply for general

 09  waivers if they can demonstrate that they are

 10  going to still cover the same number of people for

 11  the same price and, you know, a lot of -- you have

 12  to demonstrate a lot of maintenance of effort

 13  kinds of things, but that's not available until

 14  2017.  And I think they realized that that really

 15  is a problem, and there is a bipartisan group that

 16  -- in Congress that has suggested that the law be

 17  changed, opened up and that that be looked at

 18  because you don't -- we are working on our

 19  exchange implementation right now.  That's --

 20  that's going to be a very IT and expensive process

 21  to get it up and running, and states don't -- if

 22  they think they might want a waiver from the --

 23  some of the requirements aren't going to want to

 24  spend that money to develop their exchanges to be

 25  up and running in 2014 and then in 2017 apply for
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 01  some flexibility.

 02       So the flexibility opportunity, I think there

 03  are many in Congress, and -- and the president has

 04  even said that he'd like to see that -- that moved

 05  up to 2014.  So, but that would require -- and I

 06  think that's less controversial than -- than some

 07  of the other issues.  That would require opening

 08  up the law.  And once the law is opened up for an

 09  amendment, then the agent commission issue could

 10  be dealt with as well.  So I guess we'll see what

 11  happens.

 12       I think they are -- they have demonstrated

 13  with Maine that they are -- if a good case can be

 14  made, that they are interested in looking at

 15  waivers.  Now, I'll point out that in Maine they

 16  have their state system, Dirigo, and they have two

 17  other plans writing in the individual market.  So

 18  they really don't have much in the way of a

 19  competitive individual market in Maine.  So we --

 20  we'd have to demonstrate the same thing.  Right

 21  now, I mean, I hope we -- I hope we don't get to

 22  a situation where we just have a couple of

 23  companies writing.  Maine's problem has been

 24  around for a long time.  It's not because of the

 25  new health reform law.  But that -- those are the
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 01  kinds of -- they have looked at the Maine example,

 02  they've granted a waiver.

 03       If we file a waiver in the individual market,

 04  we are going to have to make a strong case that we

 05  also will have market disruption.  So that's what

 06  we'll be -- that's what we will be taking under

 07  advisement and looking at the data that companies

 08  have submitted.

 09       We appreciate you being here today, all of

 10  you.  Scott?

 11            MR. DAY:  I would dare to say that we

 12  don't have that big of a market in Kansas.  I

 13  mean, there is just very few select carriers we

 14  can place business with that are competitive.

 15            COMMISSIONER PRAEGER:  Well, that's --

 16  and that's the kind of data that we are

 17  collecting, so -- and it's -- I know when we talk

 18  about how many health insurance companies do we

 19  have licensed in the state, that number is much

 20  larger than the number of health insurance

 21  companies actually enrolling folks.  So it's -- it

 22  is -- it is a smaller market than  - yeah.  Thank

 23  you.

 24            MR. RICHEY:  Just to comment on that,

 25  according to the HHS website where they have the
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 01  healthcare.gov.

 02            COMMISSIONER PRAEGER:  Yes.

 03            MR. RICHEY:  The individuals  -

 04            THE REPORTER:  I'm sorry, I can barely

 05  hear you.

 06            COMMISSIONER PRAEGER:  Yes.

 07            MR. RICHEY:  According to the HHS

 08  website, the options available in Kansas, when you

 09  put in a specific zip code to see what carriers

 10  are available, when I'm putting in a Wichita zip

 11  code it comes up with eight carriers as an option.

 12  Of course, two of those are -- (inaudible.)  So we

 13  really have seven carriers to choose from at this

 14  point.

 15            COMMISSIONER PRAEGER:  Right, and it is

 16  important.  I mean, there are a number of plans

 17  that are out there offered under different

 18  corporate names, but it is the same -- the same

 19  entity.  Yes.

 20            UNIDENTIFIED SPEAKER:  If I may ask

 21  timeline on applying for a waiver, is this

 22  something that we're looking at trying to get a

 23  handle on within the next 60 days, 90 days?

 24            COMMISSIONER PRAEGER:  Well, we need to

 25  get -- companies need to know what the rules are
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 01  going to be because if they're not -- if they are

 02  -- if we have to enforce the medical loss ratio

 03  requirements, it will be for 2012.  So the sooner

 04  we can get that sorted out, the better.  I mean, I

 05  think we would like to get something filed, if

 06  we're going to file.  If we feel like we have

 07  sufficient information -- and I think these were

 08  available?

 09            MS. SHEPPARD:  Yes.

 10            COMMISSIONER PRAEGER:  Yeah, you should

 11  have gotten a copy of the specific questions that

 12  we sent to the companies and asked for feedback

 13  on.  So we're not going to -- I mean, we're going

 14  to try to get something dealt with here in the

 15  next -- as soon as we can.

 16            MS. SHEPPARD:  We have on the -- I mean

 17  as far as collecting the information, we have --

 18  we had given folks up until a week from today, so

 19  the 21st, to get all information submitted, any

 20  written information that was going to be submitted

 21  as of next week, and then, you know, we'll begin

 22  the process to start looking at what we -- at what

 23  we have at that point and making a decision

 24  whether or not we have sufficient evidence to

 25  support the application.
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 01            UNIDENTIFIED SPEAKER:  Is there an HHS

 02  deadline on filing the waiver?

 03            COMMISSIONER PRAEGER:  No.  No.  It's

 04  more -- the deadline is from a company standpoint

 05  that if -- if it looks like there are going to be

 06  issues around MLR, we'll  - we need to know before

 07  2012 when the companies would have to begin

 08  sending rebates.

 09       You know, the rebate, I haven't heard a lot

 10  of discussion around the rebate, but to me it

 11  seems like a paperwork nightmare for the

 12  companies, but what do I know.

 13            UNIDENTIFIED SPEAKER:  That's an accurate

 14  assessment.

 15            UNIDENTIFIED SPEAKER:  Particularly on

 16  the group side because you have to split the

 17  rebate between the employer and the employee-based

 18  contribution rate.

 19            COMMISSIONER PRAEGER:  That's -- yeah.

 20  Oh, yeah.

 21            UNIDENTIFIED SPEAKER:  And most of us

 22  don't capture that information today.

 23            COMMISSIONER PRAEGER:  Yeah.  It's --

 24  it's, yeah, it's a nightmare.

 25            UNIDENTIFIED SPEAKER:  If an individual
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 01  is with a carrier and a plan that end up having to

 02  pay a rebate back and that individual was

 03  receiving a federal subsidy, where does the rebate

 04  go?

 05            COMMISSIONER PRAEGER:  Well, they won't

 06  be getting the federal subsidy until 2014.

 07            MR. RICHEY:  Right, on the exchange.

 08            COMMISSIONER PRAEGER:  Yeah, right.

 09            MR. RICHEY:  So does that rebate go back

 10  to the exchange to divide back out?  Does that

 11  rebate go to the individual, the employer and back

 12  to the feds?

 13            COMMISSIONER PRAEGER:  Those are all good

 14  questions and to be determined.

 15            MR. RICHEY:  If I'm a subsidized

 16  individual, if they keep paying my commissions, I

 17  may be.

 18            COMMISSIONER PRAEGER:  Here's -- yeah.

 19            MR. RICHEY:  And I find out there is a

 20  plan that's overcharging, I may want to go under

 21  that one so I can get my hands on a rebate check a

 22  year from now.

 23            COMMISSIONER PRAEGER:  The -- one of the

 24  issues, one of the concerns around the people

 25  receiving financial assistance through the subsidy
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 01  is that if -- and we have had these discussions

 02  and I think, again, the jury is still out, but if

 03  a person's economic status changes during that

 04  year and they have a plan for a plan year with a

 05  subsidy that is -- that they are receiving, first

 06  of all, they are getting the subsidy based on last

 07  year's income tax return.  So it's already old

 08  information.

 09       I'm glad I'm in Kansas, let me just say that,

 10  not having to deal with some of these

 11  implementation issues at the federal level because

 12  there are a lot of -- there's a lot of questions

 13  like that that are still up in the air, and we

 14  want to encourage people to be able to buy a plan

 15  and stay on that plan for the whole year.  You

 16  don't want people having to -- the churning

 17  process.  And so we have been making those

 18  statements, as well, that it -- there needs to be

 19  some ability for somebody to be able to receive

 20  the subsidy for the -- for that year, regardless

 21  of what happens with their status.  But the way

 22  the law is written, it doesn't appear that that's

 23  going to be the case.

 24       So again, we'll have to sort through.  That

 25  will be another area we have to sort through, but
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 01  we are violating my rules about going way beyond

 02  the medical loss waiver in the individual and

 03  small group market, but it all does kind of

 04  relate.

 05       So I just, I guess, the message for all of

 06  you who were willing to show up today and offer

 07  your advice and counsel, just know that through

 08  our national association insurance regulators are

 09  still at the table.  They are still seeking our

 10  advice and counsel, and so we -- and I -- and they

 11  are listening, so that's a good thing.  And there

 12  is still some time to fix some of these things,

 13  although the MLR needs to get fixed quickly, if

 14  there is a fix, an available fix out there, we

 15  need to -- we need to identify it and work with

 16  Congress to try to get it implemented.

 17  So if there is nothing else, thank you all again.

 18  If you have written comment, we'll be receiving

 19  written comments until the 21st, so you can send

 20  that in.  As I said, we have already received

 21  comment from a number of our companies.  Okay.  We

 22  are adjourned.

 23            (THEREUPON, the public hearing concluded

 24  at 02:20 p.m.)

 25  .
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 01                          CERTIFICATE

 02  STATE OF KANSAS

 03                      ss:

 04  COUNTY OF SHAWNEE

 05       I, Lora J. Appino, a Certified Shorthand

 06  Reporter, commissioned as such by the

 07  Supreme Court of the State of Kansas, and

 08  authorized to take depositions and

 09  administer oaths within said State pursuant

 10  to K.S.A. 60-228, certify that the foregoing
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 12  matter was held on the date, and the time

 13  and place set out on the title page hereof

 14  and that the foregoing constitutes a true

 15  and accurate transcript of the same.

 16       I further certify that I am not related
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1 COMMISSIONER PRAEGER: Good afternoon. 1 reimbursements for medical services. So that's
2 |It'sjust, what, aweek away from spring, and as 2 easy. You pay adoctor, you pay a hospital,
3 our headlinein our paper this morning said, 3 that's medical service. The cost per activities
4 winter makes alast ditch-effort, but fortunately 4 that are envisioned to improve health care
5 it'snot sticking. It doesn't look too bad out 5 quality, and the cost of al other non claims
6 there. 6 costs, excluding taxes and fees, commonly referred
7 WEéll, for those of you who don't know who | 7 to asthe administrative cost of health care. So
8 am, | am Sandy Praeger, the Kansas Insurance 8 take out the taxes and fees and other -- and other
9 Commissioner, and | want to formally call to order 9 non claims costs and that's the administrative
10 thispublic fact-finding hearing that is being 10 side of the equation.
11 convened by the Kansas Insurance Department and 11 The National Association of Insurance
12 really thank al of you for taking the time to be 12 Commissioners, NAIC, through the accident and
13 here. 13 health working group, which is part of thelife
14 Let meintroduce the folks that are here with 14 and hedlth -- or the life and health actuarial
15 me. Ken Abitz, who isthe head of our Financial 15 task force, which now isjust the life task force
16 Surveillance Division; Zac Anshutz, who is our 16 - we have divided it into two separate working
17 chief legal counsel; and Linda Sheppard, who is 17 groups - spent hours meeting in person and through
18 the head of our Accident and Health Licensing 18 conference calls to develop a recommendation for
19 Division, but is aso our in-house chief of our 19 the methodology to be used for the -- for the --
20 health implementation, the Affordable Care Act 20 for computing the MLR. And the recommendation was
21 implementation team. So, Lindaisreally doing a 21 submitted to U.S. Department of Health and Human
22 ot of the heavy lifting on the various meetings 22 Services, and HHS issued itsfinal regulation on
23 and opportunities for getting public input that we 23 MLR in December, largely based on the NAIC's
24 aretrying to create as we go through this 24 recommendations. They made afew changes, but the
25 process. 25 law actually said the NAIC shall develop the
Page 6 Page 8
1 So asyou all know, under the provisions of 1 methodology and the Secretary shall certify. So
2 the Affordable Care Act, beginning with the 2 therewasn't alot of latitude there.
3 current 2011 plan year, the year we are in right 3 So the specific issue that we are going to
4 now, insurance companies must meet a minimum loss 4 hear about today regards the impact of the minimum
5 ratio of 80 percent in the individual and the 5 lossratio standard on the Kansas health insurance
6 small group health insurance market. Health 6 market, and in particular the individual market.
7 insurance that do not meet the standard in 2012 7 The Secretary of HHS has established a
8 will have to begin paying rebates or refunds back 8 process by which a state may request an adjustment
9 totheir insureds. 9 tothe MLR standard that is based on evidence that
10 And asthe Insurance Commissioner for Kansas, 10 the application of the 80 percent MLR will
11 | really am concerned about the impact of the new 11 destabilize the states individual market. And |
12 gtandard on insurance companies that are operating 12 would just point out that last week the first
13 in Kansas and any potential disruption of the 13 waiver to a state was granted in the State of
14 market asawhole. And ultimately, our duty isto 14 Maine, which, from an individual market
15 protect the consumers, and ultimately market 15 standpoint, is very stressed. They have very few,
16 disruption affects consumers as well. 16 very few carrierswriting. So they received a
17 So on January 14th, 2011, thisyear, | issued 17 waiver of 65 percent over three years. Thefirst
18 aNotice of Hearing to solicit testimony about the 18 two years 65 percent, the third year they are
19 potentia for disruption in the individual market 19 going to haveto justify if they stay at the 65
20 resulting from the implementation of the 80 20 percent.
21 percent MLR standard, and that -- looking at the 21 So we will begin our public hearing process,
22 gtandard, not just for this year but going forward 22 and| just want to remind those that are
23 up until full implementation in 2014, the 23 testifying, speak directly into the microphone.
24 Affordable Care Act states that the medical loss 24 Areyou able to hear me okay? And then, yes, turn
25 calculation has three components: The 25 off cell phones, likethis. You know, you take it
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1 out of your pocket or your purse and you push 1 process will be completed with each subsequent
2 power end. It's embarrassing to be the one giving 2 witness.
3 theinstructionsto do it and then have minering, 3 Once all witnesses have completed their
4 which has happened to me. 4 testimony, the hearing portion of the meeting will
5 Okay. I'll turn things over to Director of 5 be closed and the meeting will be open to comments
6 Accident and Health, Linda Sheppard. 6 from the public. Members of the public commenting
7 MS. SHEPPARD: Good afternoon. Thank 7 will not beswornin. If you wish to be heard,
8 you, Commissioner. 8 you need to fill out aform, and | think each of
9 My name s Linda Sheppard and | am Director 9 you was given aform that you could fill out if
10 of the Accident and Health Division and project 10 you wanted to speak. And if you -- if you want to
11 manager for the Department's implementation of the 11 spesk, just fill out the form and bring it up with
12 Affordable Care Act. 12 you when you come up. If you need aform, let Bob
13 As Commissioner Praeger stated, today's 13 know and he'll bring one for you, and just fill
14 hearing isbeing held in order to focus on 14 out the form and bring it up to the microphone
15 gathering testimony regarding the potential impact 15 with you when you come up to speak.
16 of the new 80 percent MLR requirement on the 16 And to go ahead and begin, our first speaker
17 Kansasindividua health insurance market. 17 this afternoon is Robert Richey.
18 In addition, although the HHS regulations 18 ROBERT RICHEY,
19 currently limit the opportunity for awaiver or an 19 presented as awitness, was sworn and testified as
20 adjustment to the MLR in the individual market, we 20 follows:
21 arewilling to accept testimony during this 21 MR. RICHEY: I'm Robert Richey, an
22 hearing regarding the potential impact of the new 22 independent agent from Wichita, Kansas, and -
23 MLR standard on the small group market, as that 23 COMMISSIONER PRAEGER: Do you want to
24 information may be requested at some future date. 24 pull themic up just alittle. Oh, you might
25 We ask the persons testifying and members of 25 actually check to make sureit'son. The other
Page 10 Page 12
1 the public who may want to comment to please limit 1 one. Yeah. Thereyou go. Therewe go.
2 their comments only to those two issues. For this 2 MR. RICHEY: I'm Robert Richey, an
3 hearing, we will not entertain comments on the 3 independent agent from Wichita, Kansas, and I'm
4 merits or problems with the federal legidlation, 4 hereto talk about the impact that the insurance
5 whether the legislation will be around in the 5 agent's commission being as part of the
6 future, or anything other than the potential 6 administrative fees may cause carriersthat are
7 impact of the new MLR requirement on the stability 7 trying to stay competitive and solvent to not be
8 of the Kansas health insurance market. 8 ableto continue paying agents. They may try to do
9 Thisisthe procedure we will follow: As of 9 their business direct, maybe through a point and
10 right this moment, we have seven individuals who 10 click system on the Internet, like you buy a
11 have previously requested an opportunity to 11 travel ticket. And so I'm trying to bringto you
12 testify today. Thistestimony is being recorded 12 apersonal story that may be able to help you
13 by the court reporter, whose nameis Lora. Thank 13 understand the role of an agent and why it's
14 you, Lora. And the statements will be made under 14 important to keep agents involved.
15 oath and al persons testifying will be swornin 15 | insure agroup in Halstead, Kansas, that
16 by Lora. And when you -- when you come up to 16 back in March of 2007 had a employee's spouse that
17 testify, if you have a business card that you can 17 was diagnosed with cancer. This spouse was
18 giveto her, that would be great. Otherwise, if 18 needing to get treatment, and the recommended
19 you would just spell your name for her when you 19 treatment for her at that time was using a Gamma
20 come up, that will help her get it -- make sure 20 Knife treatment center up in Kansas City. Her
21 shegetsit properly in the record. 21 carrier had declined the coverage for that
22 After each witness completes their testimony, 22 treatment because they said at the time it was not
23 the Commissioner may, at her discretion, ask 23 considered proper treatment for her particular
24 questions of the witness or seek clarification of 24 type of cancer; that she would need to go through
25 gtatements made during the testimony. This 25 aradical surgery rather than trying to use the
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1 Gamma Knife system. 1 time.
2 They appealed that process and were again 2 So | sent those medical records down to M.D.
3 denied, and so then it went to athird party 3 Anderson, and thisis all within the confines of
4 appeal. Andthisis-- thistakestimeto do 4 about atwo-week period from when | was contacted.
5 those. So it was July of 2007 that they had 5 They looked at it and said we need to have a new
6 applied to the State Insurance Commissioner's 6 MRI to make sure that this cancer hasn't advanced
7 office through the third party appeal. That'sthe 7 and that it's something that we can do, but they
8 processthat we havein placein Kansas. And the 8 contacted me back within 24 hours of me sending
9 issuethat they ran into was that their appeal was 9 them the medical records. So it wasvery, very
10 being delayed because there was not an available 10 quick.
11 doctor in the State of Kansasto review her 11 When | got the phone call back within two
12 appeal. Under state law, they haveto have a 12 days after them reviewing the medical records and
13 doctor in the State of Kansas certified to do the 13 the new MRI that they had received, they said, no,
14 type of procedure that they are reviewing. 14 thereis nothing we can do for this patient. This
15 At that time they finally went to their 15 patient needsto get in hospice care immediately.
16 employer. The employer contacted me and asked me 16 Sol asked them, are you going to contact this
17 for help with this claim situation. Astheir 17 patient or her doctor to let them know that there
18 agent, immediately | contacted the carrier, found 18 isnothing that could be done. They said, well,
19 out the situation, contacted the Kansas Insurance 19 based on the HIPAA laws, we - we don't think that
20 Department and realized that under state law there 20 we have the ahility to do that. She's not
21 was nowhere for thisto go at the moment. Soll 21 actualy apatient of ours at the moment. Soll
22 contacted Catholic Charitiesin Wichitato seeif 22 had to make the phone call and tell them, you
23 they could help with the cost of this because we 23 know, we have sent thisto M.D. Anderson, thereis
24 couldn't get insurance to go one way or the other 24 nothing they can do.
25 at thispoint. We needed to go adifferent route. 25 When | did that, the patient then let me know
Page 14 Page 16
1 Catholic Charities had agreed to pay for the 1 that they had started coughing up blood the
2 surgery if it could be done, and their medical 2 morning before. They knew it had gotten into
3 director agreed that it would help their 3 their lungs, it wasterminal. We got them on
4 dituation. 4 hospice immediately. The patient died just about
5 After the medical director reviewed the files 5 two weekslater. Sothere wasvery little time
6 that | was ableto obtain, after getting the 6 after that, but we accomplished a second thing for
7 proper HIPAA authorization form and getting the 7 thispatient. Not only did we find funding
8 medical records to them, they came back and said, 8 available for them outside insurance, but we also
9 no, weredly don't think that we can help, but | 9 got their filesin front of the medical director
10 have already accomplished one thing for this 10 at ViaChristi and we got their filesin front of
11 insured at thismoment. It's no longer a matter 11 M.D. Anderson, one of the best cancer centersin
12 of payment. We now have someone willing to pay 12 the United States. So they were also ableto
13 for their services. So they are already feeling a 13 understand that someone also cared not just about
14 little better knowing that someone cares, they are 14 paying for it, but cared to have the best medical
15 willing to pay for it. 15 mindslook at their files, and there was nothing
16 Now, | went another step further. When | 16 that could be done at this point.
17 talked to the medical director at Catholic 17 Thiswas all done because they had an agent.
18 Charities or Via Christi where they have a Gamma 18 Without having an agent involved, it's going to be
19 Knife center, they recommend that | contact M.D. 19 apoint and click system and you're not going to
20 Anderson down in Houston to seeif they could get 20 get that. So just wanted to share this story
21 thisparticular patient in for treatment using 21 withyou. Thisiswhy we need to keep agents
22 their proton beam accelerator. They have four of 22 nvolved. | did submit thisin writing to the
23 thesein the United States, and it's something 23 Department, as | wasn't sure | was going to be
24 that they felt could possibly work under her 24 ableto be heretoday. Soyou do havethisin
25 circumstance with the information they had at the 25 caseyou need it. Thank you.
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1 COMMISSIONER PRAEGER: Thank you, Robert. 1 you that have aready submitted, are the -- going
2 Do you have any questions? 2 beyond and above what you would normally expect an
3 I think you make a very clear case for the 3 agent to do, but that's what we are paid to do.
4 value that the agent brings to the process and 4 Our job isto make sure that these people get the
5 appreciate your good work. 5 servicesthat they expect underneath their
6 MR. RICHEY: Thank you. 6 policies. Andwhen you take and essentially pull
7 MS. SHEPPARD: Our next speaker this 7 arug out from underneath that agent and say that,
8 afternoonis Tom Bryan. Okay. Then Terry, that 8 you know what, we are not going to be able to pay
9 bringsyou up, Terry Dressman. 9 you anymore, because we are not independently
10 TERRY DRESSMAN, 10 weadlthy people, we have -- we have a need to be
11 presented as awitness, was sworn and testified as 11 ableto choose what we can do in order to continue
12 follows: 12 to survive asan agent. And this particular move
13 MR. DRESSMAN: Good afternoon, folks. My 13 was, in my opinion an insurance company's
14 nameis Terry Dressman. | am the president of the 14 survival, too. Their underwriting has tightened
15 Greater Kansas City Association of Health 15 up significantly, and so just writing an
16 Underwriters. And like Robert, too, I'm an 16 gpplication today is no guarantee that they are
17 insurance agent. | do sell health insurance and 17 going to be able to see apoalicy in a couple of
18 my clients have relied upon that for over 20 18 weeks. If they can run a couple of marathonsin a
19 years. 19 month, then they are going to be ableto get a
20 His story is not unlike every one of the 20 policy, but | have aready written at least a
21 agentsthat | represent in Kansas City, which we 21 dozen appsin thelast six weeks and they have all
22 have 200 active members. We represent over 1,200 22 been declined, declined because of medical
23 just on the Kansas side of the metropolitan area. 23 history.
24 | know that there is probably 4,000 here in the 24 My objective in this particular meeting isto
25 State of Kansas that are actively trying to 25 et you know that we have been harmed aready and
Page 18 Page 20
1 provide, you know, health insurance for the 1 it'sdisrupted this market considerably and we are
2 individuals herein Kansas. 2 twoyearsout. Am | empathizing for Blue Cross
3 The biggest problem that | see with thisMLR, 3 Blue Shield of Kansas? Absolutely not. I'm
4 and having devel oped products back in the '80s, 4 empathizing for the insurance agent. 1'm hereto
5 Sandy, | don't know if you know this, but my past 5 try to provide the manpower, the people that are
6 lifewas| worked in insurance companies and 6 going to be able to educate the people out there
7 worked in and consulting actuarial companies 7 inthe State of Kansas that there are products
8 developing products trying to determine, you know, 8 that can help serve their needs, but they may be
9 what the rates should be based upon meeting aloss 9 very expensive, because | had a symposium last
10 ratio that we had to meet back in the '80s. So my 10 Wednesday and in that symposium over in Kansas
11 job was, you know, in developing products was to 11 City we had 170 people attend and we provided
12 fileit with the state insurance departments and 12 evidence of what the Massachusetts connector is
13 then, obvioudly, to try to maintain those blocks 13 dready charging. I'm alittle bit older than
14 of business. So I'm rather -- I'm rather educated 14 most people, so my family with four people would
15 ontheideaof what thisMLR will do. And the 15 be charged $2,545 amonth. I'm 55, folks, and
16 insurance companiesin January sent me some Dear 16 that'samonth. And if you make over 63,000, you
17 John letters and said your commissions are now 17 don't get any subsidiesin the State of
18 going to be cut in half, and those commissions are 18 Massachusetts. So that'salittle bit of atough
19 my livelihood. | don't have an extrajob. I'm 19 nut to crack herein Kansas. You just generaly
20 not selling Amway ontheside. Thisisa 20 don't have two -- two incomes that can meet the
21 full-timejob. And the agentsthat | represent as 21 70-some thousand dollars.
22 the president there in Kansas City, they have the 22 And so what I'm trying to leave with this
23 same exact M-O. And we have been working in this 23 particular hearing is that the agents have already
24 industry to improve the livelihoods of Kansans. 24 peen harmed. Our incomes have been devastated and
25 And Rob Richey's story, and many that | can tell 25 wearetrying to -- we are trying to wade through
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1 these meetings in establishing this exchange for 1 tome, and | do have, | do have people call me and
2 the benefit of Kansans, but, obviously, for our 2 ask me, you know, how do we -- you know, how do we
3 ownlivelihood. We aretrying to provide a 3 handle this particular issue? And thereisalot
4 program that's going to help sustain the health 4 of hand-holding, because as| sit down with
5 care needs here for these people in the State of 5 particular clients, | runinto caseslike the
6 Kansas. And | do appreciate the opportunity to 6 following: | had a gentleman who was working with
7 testify, Sandy. 7 atrucking company and he has been struggling to
8 COMMISSIONER PRAEGER: Thank you, Terry. 8 try to, you know, provide a benefit that, you
9 Areyou -- you say -- | mean, you are already 9 know, isdecent for his employees. We camein
10 hearing from some of the companiesthat - that 10 with agood company product and we sat down and we
11 you represent that they are -- and your colleagues 11 worked through every single employee on an
12 that you work with are doing the same. Have you 12 individua basis and told them what their benefits
13 seen people move to another line of work in this 13 were. Well, this gentleman islike 60 years of
14 redlly great job market? 14 age, he comesin and he starts looking at these
15 MR. DRESSMAN: Last year we had 275 15 benefits. You know, there are severa options, we
16 people attend that symposium. This year we had 16 picked one of the options for him, and he says, |
17 170, and about 25 of those people were new 17 redlly don't have alot of money, and | can see
18 members. And we have been -- | would say that we 18 hisglasses are, you know, are taped in the
19 have already lost 10 percent of our employee base. 19 middle. You know, he needs anew pair of glasses.
20 They have adready fled. Anddo | have that number 20 Wevegot avision planin place. We'vegot a
21 exact? Well, 170 from 270 is a pretty telling 21 denta planin place. | can seethat histeeth
22 story. 22 arenot coming together right. I'm talking about
23 COMMISSIONER PRAEGER: You know, Terry, 23 what we do asawhole. Beforel left that
24 we asked -- when al of this was being discussed 24 meeting, | had him set up so that he could bein a
25 and | wanted to take some information back to our 25 new pair of glasses and a new set of dentures.
Page 22 Page 24
1 NAIC, could you just kind of run through the list 1 And within about 35 days from getting that policy
2 of some -- we have heard the personal story from 2 inplace, those werein place. He said he hadn't
3 Robert, and you've talked alittle bit about what 3 had his glasses or his teeth changed since he got
4 you do, but just some of the additional services 4 out of prison about eight years ago.
5 that go beyond just selling a product. 5  That'sacommitment that we make as
6 MR. DRESSMAN: And | appreciate this 6 individualsto, you know, humble ourselves to
7 opportunity because, you know, typically we arein 7 their situation because we wear alot of suits and
8 asmall group market. So, Linda, thisisrealy 8 ties, we can be rather intimidating, but for the
9 going to address more of the small group market 9 most part it may be the only people that they see
10 than theindividual market. 10 that comesin their house and talks about the very
11 A lot of small employers -- the mgjority of 11 serious nature of incidents that they face on a
12 my businessis small employers, and the average 12 livelihood.
13 sizeinthe State of Kansasis probably six or 13 Theidea of going beyond and above, | have
14 sevenlives. 14 clientsthat don't get that service on aclick and
15 Y ou know, we actually help them with alot of 15 runbasis. They come back to usand ask us, now,
16 their human resources work. You know, they can't 16 what did | get into here? If | went through
17 afford to farm it out. It's generally the owner 17 another 20 stories, because | think | sent you
18 of the company that's trying to wear three 18 five of them, and | ripped those off in about
19 different hats. And our job isto make sure that 19 seven minutes, folks, because they are just coming
20 they, you know, they educate their employees on 20 off that quickly. You canruninto these
21 what the benefits are to make sure that those 21 dituations every single day.
22 employees are constantly served. 22 And, you know, | actually went to KU and |
23 | carry acell phone, itison stun, and | 23 taught graduate students over there. | taught
24 don't want anybody to think that I'm inaccessible. 24 math. You know, we had this gentleman comein on
25 People can call me on the weekends, they can talk 25 Wednesday and we talked about literacy levelsin
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1 the State of -- in the State of Missouri, in the 1 promoting health insurance sales near like | was.
2 nation asawhole. You know, people are reading 2 We are shifting away from that. That's the
3 at about maybe a seventh or an eighth grade level. 3 reality of this scenario. We are moving as
4 If you don't have somebody who knows on a 4 quickly away from health insurance sales as |
5 face-to-face basis how to ask the questions to 5 possibly can.
6 help them understand their policy, this could be a 6 And right now, today, small groups are
7 nightmare. 7 dropping health insurance. Today they can't
8 Thisplan in Kansas, to makeit work, is 8 afford health insurance. | mean, we are
9 going to need professionals on the ground who are 9 struggling every day to keep them into health
10 pen ready to make thiswork. Thank you. 10 insurance. We areraising deductibles to $5,000.
11 MS. SHEPPARD: Thank you, Terry. Scott 11 We're carving out RX plans. We're doing everything
12 Day? Scott, | don't think you were in the room 12 we can to keep the small business owner insured.
13 whenwe said it. If you have abusiness card you 13 Yet, everything we are doing today is outlawed
14 could giveto the court reporter and we'll make 14 under this scenario. And then you take medical
15 sure she gets your name included correctly. Thank 15 lossratios, | mean, | have talked to a couple of
16 you. 16 my companies. They immediately cut commissions to
17 SCOTT DAY, 17 try to meet the medical lossratios. They
18 presented as awitness, was sworn and testified as 18 couldn't do it before. | mean, servicesfrom
19 follows: 19 insurance companies are being cut. | mean, no
20 MR. DAY: My nameis Scott Day. Some of 20 more fancy brochures showing how their plan works,
21 you will recognize me. | advertise myself. I'ma 21 no more sales marketing teams explaining the
22 poard member of the Kansas Association of Health 22 productsto the agents. All that stuff isbeing
23 Underwriters serving as the treasurer, but | am 23 cut. Sotheinsuranceindustry is-- isunder
24 not heretestifying today on behalf of the Health 24 direjeopardy.
25 Underwriters, I'm testifying on behalf of Day 25  Wall, if all those services are being cut,
Page 26 Page 28
1 Insurance Solutions. We are a health and life 1 who isdoing the customer service on these plans
2 insurance agency located herein Topeka, Kansas. 2 in exchange? Whoisgoing to do that? MLR rips
3 Okay? 3 away services, who is going to do that? Well, I'm
4 Sandy, to answer an earlier question, | am 4 going to tell you right now we also sell Medicare,
5 currently working looking for another line of 5 and the average time for aMedicare client concern
6 business. Okay? We do 95 percent health 6 isabout an hour and a half in our office. That's
7 insurance. MLR, PPACA isnot going to do anything 7 the average length of time to do customer service
8 to lower health insurance premiums. It just got a 8 on one of our clients, on one. Andwhy isit so
9 whole heck of alot harder to sell health 9 difficult? Becausethey call their insurance
10 insurance, to keep small businesses into health 10 company who has the med supp plan or the Medicare
11 insurance, to do al of that. It's gotten awhole 11 advantage plan, whatever itis. Andit's aways,
12 |ot harder. 12 oh, that's a problem on the Medicare side. So
13 And to second or reaffirm Terry Dressman's 13 then you've got to call Medicare. | don't know if
14 comments, our commissions are being cut. So I'm 14 any of you have ever tried to call Medicare. It's
15 going to do just as much work, probably more due 15 45 minutes getting to the right department. And
16 to hedlth carereform, yet I'm paid less. Okay? 16 onceyou get there, then you're calling back your
17 | don't expect anybody to feel sorry for us. | 17 insurance company rep who just told you it's
18 don't feel sorry for us. Thisiswhat's dealt for 18 Medicare's fault and you're making that
19 us, thisiswhere we're going. So | am looking 19 connection. That's how we handle Medicare
20 for other lines of business. But health care 20 customer service. It'sathree-way call because
21 reform aways opens new opportunities. Thereis 21 one side saysthe other, and thisiswhere this
22 aways something to do. 22 stuff isgoing.
23 Day Insurance Solutions is going to do just 23 Y ou call abig insurance company today and
24 fine under health care reform. 1'm not worried a 24 you get Joe Snow insurance agent account rep. You
25 lick about it. I'm not going to be chasing 25 call back the next time, it's somebody else. You
L
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1 never get the same -- you don't get the commitment 1 individual market, can you -- what kind of
2 to the customer service. So we see this stuff 2 experience have you had in your agency with
3 going to that model. It's going to be customer 3 companiesthat you write for selling an individual
4 serviceis-- isnot going to be provided. That's 4 product? Have you seen the same kind of reduction
5 something that we do. We take care and protect 5 in commissions?
6 our clients. 6 MR. DAY: Underwriting has gotten awhole
7 | mentioned small employer groups are 7 heck of alot harder to place. Okay. Stuff that
8 dropping health insurance today, and everything we 8 used to beridered can no longer beridered. So
9 aretrying to do to keep them in is going to be 9 getting people onto health insurance has gotten a
10 outlawed. 10 whole lot tougher. We just don't have the
11 There is anew way that we are attacking this 11 options.
12 problem today, and some of thisis-- even the 12 The children piece, you know, we used to do a
13 proker world don't like some of the things that we 13 ton of writing children. We would pull them off
14 are doing to keep employersinsured, but you're 14 expensive group plans and put them on areally
15 going to see anew dawn and a new rise in products 15 affordable low-cost 40 to $60 a month plans and we
16 and it'scoming in the form of limited plans. 16 could save families tons of money. Well, that got
17 You're going to see surgical plans coming back. 17 taken away. | mean, carriers are not insuring
18 You're going to see plansthat just address major 18 children because of the guaranteed issue
19 need parts of the component, and they are going to 19 component. So we have seen those two big things.
20 beoutside of this exchange world. So thereis 20 Wehave seen ahuge up-tick in the limited
21 dill going to be aproduct. | already see them. 21 plans. People arelooking at the high-risk poal,
22 We aredready installing them. You putina 22 which isway too expensive. They have a six-month
23 limited plan that maybe has good surgical 23 wait to go onto the PCIP plan, so they are taking
24 penefits, and you don't have chemo and you don't 24 some of these plans that aren't even considered
25 have thistype of things provided in that plan. 25 major medical. They don't count against the six
Page 30 Page 32
1 But you know what this reform does? | don't care. 1 months PCIP waiting period, and they are running
2 |f somebody on that plan gets sick today and needs 2 the gameright now of I've got a surgery table.
3 chemo, I've got a guaranteed issue PPACA plan. 3 If | do get sick, | can go under the PCIP and pay
4 The PCIP, guaranteed issue, it's pretty 4 the higher premium there later. So we are seeing
5 affordable. You just stick them on there and they 5 ahuge uptake in people gaming the system. They
6 arecovered. It'stotally shifting the need for 6 aretaking thelimited plans. We havethe
7 people to buy health insurance. 7 protection of PCIP after six months. We are just
8 If it'sall guaranteed issue, thereis no 8 seeing alot of that taking placein the
9 need, and we aready are seeing this. Employers 9 individual market.
10 aregoing to lower cost plans providing basic 10 COMMISSIONER PRAEGER: And have you seen
11 services and they have the umbrella of PCIP to 11 from the companies in the individual market,
12 cover their employeesin case they really get 12 you're seeing the reduction in -- in commission as
13 sick, and that's how it's going to be under the 13 well?
14 exchange. And brokerswill take care of 14 MR. DAY: Yes. | mean, two of our -- we
15 themselves. We'l still make money helping 15 writethree carriers heavily, and I'm not going to
16 people, it'sjust adifferent way to attack the 16 mention them by name, but one kept the commissions
17 problem. And MLR, PPACA hasdoneall that. It's 17 thesame. They were pretty much lower than
18 just -- employers still want to provide, they want 18 everybody else anyway, and then two of our other
19 todo theright thing, it's just nobody can afford 19 carriers have -- have -- one has knocked it 50
20 it today, and it's really going to be unaffordable 20 percent, the other oneis at least 40 percent off.
21 tomorrow. Thank you. 21 They were our second and third -- | mean, it'sa
22 COMMISSIONER PRAEGER: Scott, could you 22 hit to us, but it's not -- to other producers who
23 -- since the waiver that we are, you know, 23 aremillion dollar producers of those companies,
24 potentially trying to gather information to 24 it would be devastating. | mean, to us, they were
25 potentially apply for realy relates only to the 25 out second and third. We usually went to them
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1 because they had easier underwriting guides, stuff 1 employeesin the state, | want to express our
2 likethat. You always had a place for acompany. 2 gppreciation again for the department, aswell as
3 One company would write this and, you know, they 3 Sandy and the staff, for giving us a chance to
4 would write this disease or this one wouldn't, so 4 talk about this very important topic.
5 we always had this game where we are shifting back 5 Coventry isasignificant provider of health
6 and forth between carriers trying to find the best 6 insurance in the state, and we currently provide
7 fit. 7 insurance coverage to 230,000 Kansans, alittle
8 But, no, we have seen the commission drops on 8 more than 12,000 individual members across the
9 that side. It'sthe small group market that I'm 9 State of Kansas.
10 worried about, too. | mean, | think that oneis 10 My comments will be brief. Coventry will
11 indire straits. 11 follow with more detailed written testimony for
12 COMMISSIONER PRAEGER: And, of course, 12 therecord. However, in my statement today, |
13 thewaiver opportunity isn't there for the -- for 13 want to leave the Department with three main
14 the small group market, unfortunately. 14 points.
15 MR. DAY: Yeah, and then we were aso 15 Thefirst, Coventry supports the decision by
16 doing alot of trying to shift small employersto 16 theKID to apply for federal adjustment to the 80
17 individua insurance, and, you know, it would have 17 percent MLR requirement for the individual market.
18 been redly niceif employers could contribute to 18 We aso ask that the KID seek an orderly
19 individua policies, but we -- it'sjust gotten a 19 transition period until 2014. Our specific
20 whole lot harder to write some of this up, not 20 request isthat we have a 65 percent MLR in 2011,
21 perfectly healthy cases. 21 and gradually and systematically increase that in
22 COMMISSIONER PRAEGER: Okay. Thank you. 22 subsequent years. Our recommendation isto go to
23 MR. DAY: Thank you. 23 70 percent in 2012 and 75 percent in 2013.
24 MS. SHEPPARD: Next speaker, Diane 24 We believe this approach will provide the
25 Thornton. No? Okay. Brenden Long? All right. 25 best conditionsto allow carriers to make the
Page 34 Page 36
1 I's there someone here from IMA Financia 1 necessary adjustments to their business and
2 Group that wanted to speak? | wastold there 2 contracts, given the disconnect that we have today
3 might be. 3 between the short time to comply with the new
4 And is there someone from Humana here who 4 federal requirementsissue -- and the rules issued
5 would like to speak? Okay. 5 inlate 2010 and the longer lead time necessary to
6 Is there anybody €l se who had maybe had not 6 implement changes to our operations.
7 signed up to speak but wasinterested in 7 Most important, it will ensure a continued
8 testifying? Okay. 8 competitive environment and promote stable access
9 MICHAEL MURPHY, 9 by consumersto new and existing individua health
10 presented as awitness, was sworn and testified as 10 plans.
11 follows: 11 Second point, without a federal adjustment,
12 MR. MURPHY: Good afternoon. | have a 12 we believe thereis areasonable likelihood that
13 written-out statement I'm going to read, which is 13 the application of the 80 percent MLR requirement
14 not normally how | present things, but | will go 14 will destabilize the individual market in Kansas,
15 through that and be happy to answer any questions. 15 some of which we have aready heard about, which
16 UNIDENTIFIED SPEAKER: Doyou havea 16 isthe standard identified for granting an
17 pame? 17 adjustment under Section 2718 of the Affordable
18 MR. MURPHY: My nameis, well, first of 18 Care Act and subsequent regulations from the U.S.
19 dll, | said good afternoon, but | want to 19 Department of Health and Human Services.
20 gpecifically say thank you to the Commissioner for 20 Asarelative newcomer to the individual
21 giving usachanceto talk today. 21 market in Kansas, Coventry has a much newer block,
22 My name is Michagl Murphy. I'm the CEO of 22 compared to most established plans. Asaresult,
23 Coventry of Kansas. Some of you | know, some of 23 our MLRsrun today considerably below the 80
24 you I'll get achance to meet, I'm sure, today. 24 percent mandate. Application of the 80 percent
25 On behalf of Coventry and our more than 280 25 standard will result in unsustainable losses for
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1 Coventry'sindividual health plan business and 1 policy because they are between jobs or something
2 raise mgjor concerns about our ability to continue 2 likethat.
3 operating this segment of businessin the State of 3  Sothelarger your block, the more of those
4 Kansas. 4 people who are more stable. And the longer
5 The third point, our fellow Kansans will feel 5 somebody isin insurance coverage, typically the
6 the ultimate harm if an adjustment is not 6 cost of caring for them goes up over time as we
7 provided. We've heard alittle bit about this 7 dl age. Soalarger block indicates that it'sa
8 aready. It will reduce the coverage choices 8 larger portion of essentially long-term individual
9 availableto the individuals and families who need 9 policyholders, but you're generally going to have
10 toturn to theindividual market for coverage 10 ahigher MLR asagroup. Does that make sense?
11 before 2014. It will reduce the level of 11 COMMISSIONER PRAEGER: Yeah, it's sort of
12 competition and lead to higher premiums, which 12 counter-intuitive. But if you have ayounger,
13 will make coverage less affordable and potentially 13 healthier group, for example, you might not be
14 increase the number of uninsured. 14 paying out as much in medical claims but your
15 It will harm our partners in the broker and 15 administrative costs are still there, making it
16 producer community who are not able to continue 16 more difficult to meet the -
17 playing avauable role in assisting consumersto 17 MR. MURPHY: Right.
18 make the best plan choice for them. 18 COMMISSIONER PRAEGER: -- MLR.
19 Finally, it will cause carrierswho are required 19 MR. MURPHY: Yeah. | don't-- I'm just
20 to scale back their operationsin this market 20 reflecting what our block currently shows. We can
21 gpaceto reduce jobs. 21 certainly provide some factual
22 Again, we encourage and support the decision 22 gctuarialy-supported documentation to back that
23 by the KID to seek afederal adjustment and 23 up.
24 orderly transition to the 80 percent MLR standard 24 | think one of the comments that was made
25 to avoid areasonable likelihood of market 25 earlier, which, to your point exactly, the
Page 38 Page 40
1 destabilization and subsequent harm to the 1 legislation asit'swritten is alittle bit --
2 residents of Kansas. 2 does exactly the opposite of what we would like to
3 Onceagain, | appreciate the opportunity to 3 seeit doinsomeregards. Certainly we are
4 provide our comments and the efforts by the KID to 4 looking for more coverage for more people and
5 ensure continued and stable access by Kansans to 5 making it more affordable, but what happensisit
6 theindividual health plan market. That's my 6 takestheleast costly premium plans essentially
7 official statement. 7 out of the market for like benefits.
8 COMMISSIONER PRAEGER: Mike, would you 8  Asanexample, if it costs us, to make the
9 clarify your comment about that you have a newer 9 math simple, if it costs me $50 a year to
10 block of business and, therefore, you are below 10 administer an insurance policy for an individual,
11 the-- would have trouble meeting the 80 percent? 11 which islessthan $5 a month, and you add that
12 MR. MURPHY: We have, in relative terms 12 onto apolicy that costs $85, so you're charging
13 inthe market, I'm not sure how all the different 13 them 120, if by raising the MLR welll haveto
14 carriersrank in terms of volume, but oursasan 14 gpend a bigger -- bigger percentage of those
15 individual block isrelatively small, which means 15 dollars delivering health care, there is not $50
16 two things. One, it's much morevolatile. MLRs 16 |eft over to cover my costs. Soin order to get
17 jump all over the place. They can go from 50 17 to apercentage, it gives me the same $50, the
18 percent to 90 percent from one year to the next 18 overall premium hasto go up in price.
19 depending on what happens, particularly with large 19 So what we're doing is we're eliminating the
20 cases. 20 |ow-end low-cost premiums that most, whether
21 Theother isthere are people who actually 21 you're acollege student or somebody just looking
22 depend on individual insurance as their primary 22 for a catastrophic coverage or something of that
23 insurance over along period of time because they 23 nature, iswilling to pay for or willing to -- and
24 arein business for themselves or something of 24 then they can afford and they want to bein the
25 that nature, versus somebody just buying a gap 25 marketplace, those are essentially going to
L
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1 disappear. You may end up with some sort of 1 coming down the pike, thereisreally nothing in
2 specialty type plans that were talked about 2 that to encourage us as consumers to take better
3 earlier, but they certainly don't provide the 3 careof our health. Because after all, health
4 comprehensive coverage that people need to have 4 care costs are related to what expenses we incur
5 and should have and prefer to have. 5 asaresult of our diseases and injuries.
6 COMMISSIONER PRAEGER: Okay. Thank you. 6 This particular employer put together aplan
7 MR. MURPHY: Thank you. 7 to encourage their employeesto not smoke. They
8 LOU SMITH, 8 put apremium differential in thefirst year for
9 presented as awitness, was sworn and testified as 9 employees that smoked to encourage them not to
10 follows: 10 smoke. They put apremium differentia in to
11 MR. SMITH: My nameisLou Smith. I'man 11 encourage their employeesto have their wellness
12 independent agent in Wichita, Kansas, with 12 exams. Now, mind you, this was an employer who
13 Harrington Health, and I'd like to add some 13 aready had 100 percent coverage for wellness. A
14 comments to some of those made this morning -- or 14 review of the data reflected less than 15 percent
15 this afternoon aready regarding some stories. | 15 of their employees were taking advantage of that
16 want to relate astory to you asit relates to the 16 100 percent wellness. I'm talking about
17 MLR. 17 mammograms, pap smears, PSAs, the wellness exams
18 If we recognize those of usin the business 18 for kids. Fifteen percent or less were taking
19 that MLRs are going to put pressure on agent's 19 advantage of that.
20 commission, reducing them, and indeed one 20 So how do you encourage, how do you ask
21 commercia carrier, for example, has removed 21 employeesto take full advantage of their health
22 commissions entirely from employer groups from two 22 insurance and maybe forestall some unwanted health
23 employeesup to 50. This particular large 23 instances down the road? Well, they put an
24 commercial carrier sent out notices to remove 24 incentiveinif you did not appear for a health
25 commissions entirely, and that's going to put 25 fair annually, you and your spouse, you had to pay
Page 42 Page 44
1 pressure on the involvement of the trusted agent 1 afinancia penalty if you did not appear. If you
2 or trusted advisor for many, many employers, and | 2 appeared, not only did you get al your blood work
3 want to relate a story to you that can perhaps put 3 and lab work all covered at 100 percent, you get a
4 some flesh on that story. And all of us have 4 full report back to you, the employee or spouse,
5 thesekinds of stories, by the way. 5 to take to your physician and discuss with them.
6 This story goes back about three years ago 6 Butif you did not appear, you had to pay a
7 working with an employer group who had struggled 7 financial penalty to not appear and not take those
8 over timewith their rates clicking along at 8 tests.
9 double digit increases every year. And they were 9 The third thing they did was ask their
10 debating the issue of should they pass along the 10 employeesto work with alifestyle coach. What's
11 cost to the employer group, should they raise 11 alifestyle coach? That's someone who isgoing to
12 deductibles, should they increase their 12 |ook over al thisdata and fill out ahealth
13 out-of-pocket, should they reduce benefits, what 13 questionnaire about their health history. It's
14 could they do? 14 called ahealth risk appraisal. And then the
15 And so working with -- with our office, we 15 coach reviewsthis health risk appraisal and looks
16 put together an overall comprehensive plan to 16 at thingslike do you smoke? What's your weight?
17 encourage their employees to take better health. 17 What's your height? Do you wear a seat belt?
18 Well, how do you do that? WEell, one notion isto 18 What's your diet? Do you eat salads? Just basic
19 raise deductibles to force the employees to pay 19 dietary information, but also discuss your BMI.
20 more out of their pocket, maybe be more careful 20 This health coach would call you at home and
21 perhapsin how they spend their dollars. 21 ask you what do you want to work on to improve
22 Another way might be to encourage employees 22 your heath. Well, most of us, we already know
23 tojust simply take better care of themselves. 23 what we need to work on for -- to improve our
24 What anovel thought. And indeed, in any -- all 24 hedlth, most of us already have agood idea. And
25 of this national health initiatives that we see 25 so the coach would work with that individual to
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1 work with them in identifying some health need, 1 hemarried latein life, in his mid to late
2 and then through the course of maybe six or eight 2 thirties, and had some young children. Ashe
3 phone calls encourage them to do that. But -- so 3 related this story, he said had he not had those
4 the employer put that incentivein place. So the 4 PSA exams, had he not done those tests, his doctor
5 smoking incentive, they go do the lab work, and do 5 had told him that this particular type of
6 the health risk appraisal incentive, and also work 6 aggressive cancer was such that it would have been
7 with ahealth coach. They had three incentives. 7 asymptomatic. He wouldn't have had any symptoms
8 Tododl that, it would take less than an hour a 8 until it would have been too late for him to be
9 year, lessthan an hour. And you might expect the 9 helped in any fashion.
10 employer had alot of noise. A lot of employees 10 He -- as hetold the story, he began to cry
11 resisted that. Why are you asking -- why are you 11 and he said how vauable it was for him now to be
12 interfering with that. So the employer, for the 12 around to see his daughter's marriage and
13 first year, put that in effect. 13 graduation, his son's graduation from college, and
14 The second year they did it again. They had 14 heinterspersed that story with that. But his
15 alittle bit more noise, but not quite as much, 15 point about that was were it not for that health
16 but wedid it again for the second year. 16 fair that he reluctantly embraced, he would not
17 Beginning on the third year, the manager of 17 have had that kind of story to relate to his
18 this particular employer wanted to make a 18 employees. That year we had not one complaint
19 presentation to all of his employees, very muchin 19 from his employees about the health fair and the
20 aroom likethis. He said, | want to tell you a 20 teststhey had to go through.
21 gory. Heintroduced the whole health fair 21 And there are other stories, people who have
22 discussion by this story and | want to relate it 22 |ost weight, people who have quit smoking, all
23 toyou because it makes the point | think. He 23 those kinds of stories. Now, al that grew out of
24 indicated that he embraced this whole program 24 the advice and counsel they received from their
25 somewhat reluctantly because he did not understand 25 agent, their broker, because heretofore their
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1 why encouraging your employees to do these things 1 coverage, their insurance coverage covered 100
2 might help lower their health care costs, but he 2 percent of those services, but no one was taking
3 did it anyway because he was a manager and he felt 3 advantage of it. Sowasit not for the counsel to
4 the need to support management's decision and did 4 put in incentives, you know how we consumers are,
5 it 5 we don't do very much without hitting your
6 And so thefirst year he had his PSA and it 6 pocketbook anyway, but were it not for those
7 was, as| recal, it was like 2.6. The second 7 incentives, they would not have encouraged him to
8 year he had his PSA, and this gentleman isin his 8 do what he did.
9 50--is52yearsold, asl recal, he had his PSA 9 And by the way, that particular group has had
10 and it elevated to over five, hisPSA. And so 10 two years of back-to-back now of zero percent
11 when he got hislab results back, he took that to 11 changein their insurance premiums. Can | take
12 hisphysician and the physician says, you know, 12 responsibility for that? No. | wish | could, but
13 it's more than doubled, it's something we ought to 13 | think it's more than coincidence that prior to
14 takealook at. They did atest on him and 14 the implementation of these programs they were
15 further tests and decided to do abiopsy. They 15 suffering through double digit increases and now
16 found avery severe case of -- and I'm not 16 they've seen back-to-back zero changesin their
17 familiar with al the types of prostate cancers, 17 health insurance premium.
18 but this particular one was very aggressive, it 18 So | relay that story to you to tell you that
19 growsvery fast. 19 | think the role of the insurance agent working
20 As aresult of that, he was referred then out 20 with employersisvery, very valuable, and |
21 of state and had some prostate surgery, and he 21 think, as -- everything | read and hear coming
22 related this story to his employeesthat day. And 22 down theroad is going to damage that
23 you haveto, | guess, value that someoneis 23 relationship. You have already heard testimony
24 willing to stand up in front of their employees 24 earlier about what impact that's going to have. |
25 andtell thiskind of story, personal story. But 25 think it will damage that, and it's unfortunate
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1 because | think more and more employers are going 1 but they already contacted me months ago and
2 to belooking for financia relief through thisto 2 basicaly said that they are slashing their
3 help lower their cost, and thisis just one story 3 provider network relationships throughout the
4 that | think brings that home. Thank you. 4 country. Kansas specifically was atarget. And
5 COMMISSIONER PRAEGER: Thank you. 5 unless| was able to renegotiate our network fees,
6 MS. SHEPPARD: Do we have anyone else? 6 that they would no longer be able to use our
7 And I'll give you your option. Do you just want 7 provider network and may have to consider
8 to make public comment or do you actually want to 8 withdrawing from this service area. So, of
9 it haveit on the record? 9 course, thisis an important carrier in the
10 MS. OCHSNER: Oh, | canjust make a 10 market. | think it'simportant to the consumers
11 comment. 11 inthisarea. They are certainly an important
12 MS. SHEPPARD: Okay. 12 carrier to our livelihood, so we did renegotiate
13 MS. OCHSNER: I'm Gina Ochsner from 13 our network access fees. We are probably now
14 Century Health Solutions - 14 providing servicesto them at aloss, but that was
15 MS. SHEPPARD: Oh, you're certainly 15 necessary on their behalf to meet the new
16 welcome to come up. 16 requirements of the MLR.
17 MS. OCHSNER: Oh, okay. 17 And likewise, again, the carriers who also
18 MS. SHEPPARD: Yeah. Well go ahead and 18 maintain and operate their own networks. | have
19 close the formal portion of the hearing, unless 19 talked with many of them. Y ou know, they are
20 thereis someone else who wants to talks. 20 cutting their staff in network contracting, they
21 MS. OCHSNER: Gina Ochsner with Century 21 are cutting their staff in provider relations.
22 Health Solutions. We are acompany herein 22 And | think that not only will consumers be hurt
23 Topeka, and we do have two separate divisions of 23 by those efforts, but there is also the provider
24 our company. Of course, oneis our independent 24 industry that's going to hurt from the reduction
25 insurance agency, and so | certainly concur with 25 of those administrative costs, as well.
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1 all the comments here today regarding declining 1 COMMISSIONER PRAEGER: Thank you.
2 commissions and the impact to the agent/broker 2 Now, there are anumber of thingsincluded in
3 community. 3 the administrative fees. Anti-fraud efforts, for
4 The other side of our business, however, is 4 example, that the case has been made there ought
5 also being impacted by the MRL (sic) that is not 5 to be some recognition of that helping from a
6 being discussed alot, and that's the opportunity 6 quality standpoint, and that case has been made.
7 to maintain provider networks. Many carriers, of 7 MR. GROSS: I'd like to make some
8 course, own and operate and maintain their own 8 comments.
9 provider networks, but | think | can speak for 9 COMMISSIONER PRAEGER: Sure-- do you --
10 themaswell. That administrative cost component 10 yeah. Do you have abusinesscard, just so -
11 isbeing reduced, as well as other administrative 11 MR. GROSS: Sure.
12 aress. 12 COMMISSIONER PRAEGER: We'rejust trying
13 There are also companies that contract 13 to make sure the court reporter has correct names.
14 directly to someone like Century. We are an 14 Okay. Thank you.
15 independent PPO and we are available for lease and 15 MR. GROSS: My nameis Mike Gross. I'm
16 contract with many insurance companies. So, in 16 anindependent agent and | have been in the
17 essence, we work in partnership with them to 17 business for decades, anyway, and being alittle
18 provide alocal comprehensive provider network 18 older | have spent -- | spent about 15 yearsas a
19 when they are not in the business of doing that 19 carrier manager and now I've got time again back
20 provider contracting themselves. 20 on the independent agent side. And I think
21 Regarding the individual market specifically, 21 probably one of the most valuable components of
22 you know, | do think back to a number of years ago 22 what agents and brokers provideisfor the
23 where we maybe had a handful of individual 23 understanding of claims, how claims are handled,
24 carrierswho used our provider network. Today we 24 why the customer got paid a certain amount. And
25 haveone. | think it'safairly strong carrier, 25 quite frankly, it's not that the carrier doesn't
L
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1 try todo agood job, they do. | think they've 1 COMMISSIONER PRAEGER: Let mejust thank
2 got to protect themselves. And if you start 2 everyone, of course, and remind everyone that the
3 explaining something and you use too many words or 3 waiver opportunity isjust in the -- for the
4 you try to use an example, then the carrier 4 individual market, so being able to demonstrate
5 individual findsthemselvesin thiscircle that 5 disruption, and we have received written comments
6 goesaround for 30 or 40 or 50 minutes, and it can 6 from -- from a number of companies. We did ask
7 take up alot of time and they still really don't 7 the companies to submit data that will be specific
8 get the job done. 8 to the questions that we have to respond to from
9 I think because we sell apolicy, because we 9 HHSto be able to submit awaiver request.
10 explained it to that customer initially, we 10 Y ou know, | think it was good to hear the
11 understand exactly the way it's supposed to work 11 existing problemsin the small group market
12 and we understand what parts should be covered, 12 because | don't think thereisalot of -- alot
13 what parts shouldn't. And aswe can go back 13 of difference. Obviously, selling to an
14 through the whole process of that claim and where 14 individual isalittle bit more timeintensive
15 they went, they were in network, out of network, 15 than selling in asmall group, but it still, in
16 we can -- we can sort through the whole thing, but 16 both cases, |abor intensive and very service
17 | think areal important component in thisis we 17 oriented from the -- from the agent's -- agent's
18 deal with the end user all day every day. 18 standpoint.
19 Andjust like Terry said last Wednesday in 19  Sowewill continue to have our dialogue
20 the symposium, we learned about health literacy, 20 through our national association with HHS. We
21 andit'sabigdeal. Therearealot of people 21 have an executive level committee that is working
22 out there that function at about a sixth grade 22 with HHS. We have actually drafted amodel that
23 level. | think about that every day when somebody 23 should the hill, the law, get opened up again for
24 hasaclaim problem. | bresk it down to the 24 amendments, and there has been some expression of
25 gmallest level, the easiest way to understand it, 25 interest in doing that, then that would be an
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1 and | don't let go until that person understands 1 opportunity for usto ask that the agent
2 why that claim was paid in that fashion. If | 2 commission just be pulled out and treated much the
3 don', then they'll call me back next week and 3 same way that state and federal taxes are treated,
4 welll doit al over again. 4 but that remains to be seen whether or not they
5  Sol think -- | think the claimisavery 5 will even open it up for any additional changes.
6 important component. And like | said, I'm kind of 6  Thereisastrong interest right now, | would
7 old, it seemsto me like back in the early 7 point out, in opening up the law and changing the
8 ninetiesin California, the State of California 8 flexibility which now states can apply for genera
9 decided that they were going to let their -- |et 9 waiversif they can demonstrate that they are
10 dll those insurance buyers take abreak. You 10 going to still cover the same number of people for
11 could either buy the insurance policy without an 11 the same price and, you know, alot of -- you have
12 agent and save six percent or you could elect to 12 to demonstrate alot of maintenance of effort
13 havean agent. And if my memory serves, 93 13 kinds of things, but that's not available until
14 percent of the people buying insurance in the 14 2017. And| think they realized that that really
15 State of California decided to have an agent 15 jsaproblem, and thereis a bipartisan group that
16 because nobody else was going to help them 16 -- in Congress that has suggested that the law be
17 otherwise. Sol think it'sabig deal. 17 changed, opened up and that that be looked at
18 COMMISSIONER PRAEGER: | actually think 18 pecause you don't -- we are working on our
19 it was even higher than 93. 19 exchange implementation right now. That's--
20 MR. GROSS: Pardon me? 20 that'sgoing to beavery IT and expensive process
21 COMMISSIONER PRAEGER: | said | think it 21 toget it up and running, and statesdon't -- if
22 might have even been higher than 93 percent. 22 they think they might want awaiver from the --
23 MR. GROSS: Okay, okay. That's good. 23 some of the requirements aren't going to want to
24 MS. SHEPPARD: Anybody else who would 24 gpend that money to develop their exchangesto be
25 liketo comment? Okay. Then closing comments. 25 up and running in 2014 and then in 2017 apply for
L
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1 someflexibility. 1 hedlthcare.gov.
2 So the flexibility opportunity, | think there 2 COMMISSIONER PRAEGER: Yes.
3 aremany in Congress, and -- and the president has 3 MR. RICHEY: Theindividuals -
4 even said that he'd like to see that -- that moved 4 THE REPORTER: I'm sorry, | can barely
5 upto2014. So, but that would require -- and | 5 hear you.
6 think that's less controversial than -- than some 6 COMMISSIONER PRAEGER: Yes.
7 of the other issues. That would require opening 7 MR. RICHEY: According to the HHS
8 upthelaw. And oncethelaw isopened up for an 8 website, the options available in Kansas, when you
9 amendment, then the agent commission issue could 9 put in aspecific zip code to see what carriers
10 bedealt with aswell. So | guesswe'll see what 10 are available, when I'm putting in a Wichita zip
11 happens. 11 codeit comes up with eight carriers as an option.
12 | think they are -- they have demonstrated 12 Of course, two of those are -- (inaudible.) Sowe
13 with Maine that they are -- if agood case can be 13 really have seven carriers to choose from at this
14 made, that they are interested in looking at 14 point.
15 waivers. Now, I'll point out that in Maine they 15 COMMISSIONER PRAEGER: Right, anditis
16 havetheir state system, Dirigo, and they have two 16 important. | mean, there are a number of plans
17 other planswriting in the individual market. So 17 that are out there offered under different
18 they redlly don't have much in the way of a 18 corporate names, but it is the same -- the same
19 competitive individual market in Maine. So we -- 19 entity. Yes.
20 we'd have to demonstrate the same thing. Right 20 UNIDENTIFIED SPEAKER: If | may ask
21 now, | mean, | hope we -- | hope we don't get to 21 timeline on applying for awaiver, isthis
22 adgituation where we just have a couple of 22 something that we're looking at trying to get a
23 companieswriting. Maine's problem has been 23 handle on within the next 60 days, 90 days?
24 around for along time. It's not because of the 24 COMMISSIONER PRAEGER: WEell, we need to
25 new health reform law. But that -- those are the 25 get -- companies need to know what the rules are
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1 kinds of -- they have looked at the Maine example, 1 going to be because if they're not -- if they are
2 they've granted awaiver. 2 -- if we have to enforce the medical lossratio
3 If wefileawaiver in the individual market, 3 requirements, it will be for 2012. So the sooner
4 we are going to have to make a strong case that we 4 we can get that sorted out, the better. | mean, |
5 asowill have market disruption. So that's what 5 think we would like to get something filed, if
6 well be -- that's what we will be taking under 6 we'regoingtofile. If wefed like we have
7 advisement and looking at the data that companies 7 sufficient information -- and | think these were
8 have submitted. 8 available?
9 We appreciate you being here today, al of 9 MS. SHEPPARD: Yes.
10 you. Scott? 10 COMMISSIONER PRAEGER: Y eah, you should
11 MR. DAY: | would dare to say that we 11 have gotten acopy of the specific questions that
12 don't have that big of amarket in Kansas. | 12 we sent to the companies and asked for feedback
13 mean, thereisjust very few select carriers we 13 on. Sowe're not going to -- | mean, we're going
14 can place business with that are competitive. 14 totry to get something dealt with herein the
15 COMMISSIONER PRAEGER: Wéll, that's -- 15 next -- as soon as we can.
16 and that'sthe kind of datathat we are 16 MS. SHEPPARD: We have on the-- | mean
17 collecting, so -- and it's-- | know when we talk 17 asfar ascollecting the information, we have --
18 about how many health insurance companies do we 18 we had given folks up until aweek from today, so
19 have licensed in the state, that number is much 19 the 21st, to get al information submitted, any
20 larger than the number of health insurance 20 written information that was going to be submitted
21 companies actually enrolling folks. Soit's -- it 21 asof next week, and then, you know, we'll begin
22 is--itisasmaller market than - yeah. Thank 22 the process to start looking at what we -- at what
23 you. 23 we have at that point and making a decision
24 MR. RICHEY: Just to comment on that, 24 whether or not we have sufficient evidence to
25 according to the HHS website where they have the 25 support the application.
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1 UNIDENTIFIED SPEAKER: Isthere an HHS 1 isthat if -- and we have had these discussions
2 deadline on filing the waiver? 2 and | think, again, thejury is still out, but if
3 COMMISSIONER PRAEGER: No. No. It's 3 aperson’'s economic status changes during that
4 more -- the deadline is from a company standpoint 4 year and they have aplan for aplan year with a
5 that if -- if it looks like there are going to be 5 subsidy that is -- that they are receiving, first
6 issuesaround MLR, we'll - we need to know before 6 of all, they are getting the subsidy based on last
7 2012 when the companies would have to begin 7 year'sincometax return. Soit's already old
8 sending rebates. 8 information.
9  You know, therebate, | haven't heard alot 9 I'm glad I'm in Kansas, let me just say that,
10 of discussion around the rebate, but to me it 10 not having to deal with some of these
11 seemslike a paperwork nightmare for the 11 implementation issues at the federal level because
12 companies, but what do | know. 12 therearealot of -- theré'salot of questions
13 UNIDENTIFIED SPEAKER: That's an accurate 13 likethat that are still up in the air, and we
14 assessment. 14 want to encourage people to be able to buy aplan
15 UNIDENTIFIED SPEAKER: Particularly on 15 and stay on that plan for the wholeyear. You
16 the group side because you have to split the 16 don't want people having to -- the churning
17 rebate between the employer and the employee-based 17 process. And so we have been making those
18 contribution rate. 18 statements, aswell, that it -- there needs to be
19 COMMISSIONER PRAEGER: That's -- yeah. 19 some ability for somebody to be able to receive
20 Oh, yesh. 20 the subsidy for the -- for that year, regardless
21 UNIDENTIFIED SPEAKER: And most of us 21 of what happens with their status. But the way
22 don't capture that information today. 22 thelaw iswritten, it doesn't appear that that's
23 COMMISSIONER PRAEGER: Yeah. It's-- 23 going to be the case.
24 it's, yeah, it'sanightmare. 24 Soagain, well have to sort through. That
25 UNIDENTIFIED SPEAKER: If anindividual 25 will be another area we have to sort through, but
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1 iswith acarrier and a plan that end up having to 1 weareviolating my rules about going way beyond
2 pay arebate back and that individual was 2 themedical losswaiver in the individual and
3 receiving afederal subsidy, where does the rebate 3 small group market, but it all does kind of
4 go? 4 relate.
5 COMMISSIONER PRAEGER: Well, they won't 5 So | just, | guess, the message for all of
6 be getting the federal subsidy until 2014. 6 you who were willing to show up today and offer
7 MR. RICHEY: Right, on the exchange. 7 your advice and counsel, just know that through
8 COMMISSIONER PRAEGER: Y eah, right. 8 our national association insurance regulators are
9 MR. RICHEY: So does that rebate go back 9 dtill at thetable. They are still seeking our
10 to the exchange to divide back out? Does that 10 advice and counsel, and so we -- and | -- and they
11 rebate go to the individual, the employer and back 11 arelistening, so that's a good thing. And there
12 tothefeds? 12 jsstill sometimeto fix some of these things,
13 COMMISSIONER PRAEGER: Those are al good 13 athough the MLR needsto get fixed quickly, if
14 questions and to be determined. 14 thereisafix, an available fix out there, we
15 MR. RICHEY: If I'm asubsidized 15 need to -- we need to identify it and work with
16 individual, if they keep paying my commissions, | 16 Congressto try to get it implemented.
17 may be. 17 Soif thereis nothing else, thank you all again.
18 COMMISSIONER PRAEGER: Here's -- yeah. 18 If you have written comment, we'll be receiving
19 MR. RICHEY: And |1 find out thereisa 19 written comments until the 21st, so you can send
20 plan that's overcharging, | may want to go under 20 thatin. Asl said, we have aready received
21 that one so | can get my hands on arebate check a 21 comment from a number of our companies. Okay. We
22 year from now. 22 are adjourned.
23 COMMISSIONER PRAEGER: The-- one of the 23 (THEREUPON, the public hearing concluded
24 issues, one of the concerns around the people 24 g 02:20 p.m.)
25 receiving financial assistance through the subsidy 25 |
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