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Week of October 25, 2010


NBCH’s Health Care Reform Resource webpage recently was updated with the latest information and resources on key reform provisions and regulations impacting coalitions and their employers: 

http://www.nbch.org/Health-Care-Reform-Resources

Affordable Care Act gives consumers new tools, makes health insurance market more transparent
On October 1, 2010, HHS announced that new information and tools have been added to its consumer website www.healthcare.gov that will make the health insurance market more transparent, increase competition and help lower costs for individuals. Check it out…..



NAIC Finally Sends HHS MLR Standards  On October 21, the National Association of Insurance Commissioners (NAIC) formally adopted a model regulations for calculating a medical loss ratio (MLR), (which is the percentage of a plan's premium revenues that pay for medical services). The NAIC gave this model regulation to the U.S. Department of Health and Human Services (HHS) for certification by the Secretary. The NAIC (the official organization of state insurance regulators) was directed to develop the recommendations by the Patient Protection and Affordable Care Act (PPACA). NAIC issued a news release announcing this activity- (http://naic.org/Releases/2010_docs/naic_adopts_final_mlr_regs.htm)

As did HHS-http://www.dhhs.gov/news/press/2010pres/10/20101021a.html

As we reported in last week’s update, NAIC sent a letter to HHS documenting some of the issues that had arisen during summer deliberations, including solvency and competitive markets, phase-in of MLR limits, application of the MLR to expatriate policies and payment of rebates. It is unclear at this time whether the NAIC recommendations will be released publicly or whether they will simply be incorporated in the forthcoming proposed regulations. NBCH will report on this as soon as new information is available. (Sources: American Benefits Council, Benefits Bytes, October 22, 2010; CQ HEALTHBEAT NEWS
Oct. 21, 2010)

Next Up for Health Care Exchanges Overshadowed by its deliberations on the “MLR” NAIC’s work on exchanges is well underway. The commissioners issued a proposed model act on Sept. 27 that includes the minimum requirements that states would have to meet to establish an exchange. The deadline for comments was Oct. 6. Hundreds of pages of comments have been filed by groups including the American Hospital Association, Blue Cross Blue Shield Plans, and the Center on Budget and Policy Priorities to name but a few.There is no formal deadline for NAIC to develop the final version of the proposal, which is called the American Health Benefit Exchange Model Act. But the NAIC group working on exchange issues intends to have model legislation ready in time for states to use it in their 2011 legislative sessions.

The group discussed comments on the model act in NAIC’s fall meeting in Orlando that wrapped up last week. The group expects to develop a new draft taking the comments into account and plans to hold a call in November to possibly adopt the new version and send it on for approval by other commissioners later this year, perhaps in late November or early December. 
The model legislation likely will be ready before the HHS issues a proposed rule on exchange regulations. HHS plans to issue that proposal in 2011 and may provide guidance to the states on creating exchanges before that, possibly this year.

The stakes are huge. Exchanges that work well will provide access to a menu of affordable plans. Those that don’t will threaten the ability of the law to widen insurance coverage. The jousting between consumer and insurer groups that marked the deliberations on the MLR regulation seems to be emerging on the exchange issue as well. A comment filed to HHS by the left-leaning Center on Budget and Policy Priorities wants the model act tightened up to make sure states understand how to keep exchanges from becoming a dumping ground for bad insurance risks and therefore a marketplace with higher insurance premiums.

But the Coalition for Affordable Health Coverage said in its comment that a robust insurance market should be preserved outside of exchanges. “Many employers will find exchanges a good source for new coverage options, but some will not,” said the coalition, which includes Aetna, the U.S. Chamber of Commerce, the National Association of Manufactures and the Pharmaceutical Research and Manufacturers of America.

As you know, health care purchasing exchanges are nothing new. States and private sponsors have started many such purchasing arrangements over the years but they have typically failed. A key reason for that failure has been that employers and insurers have found ways to do business outside of the exchanges in a way that leads them to become filled with bad risks.

Model Act :  http://www.naic.org/documents/committees_b_exchanges_exposure_100927_health_benefit_exchanges.pdf    (Source: CQ HEALTHBEAT NEWS, Oct. 21, 2010)


Here is a good Congressional Quarterly article from last week we wanted to share which provides a helpful overview on where Exchanges currently stand and what the issues are relative to their design and implementation.

Challenges, Challenges, Challenges — Exchanges Must Meet Them All: The expected arrival next year on Capitol Hill and in state houses of many more Republicans hostile to the health overhaul law need not doom the creation of insurance exchanges under the legislation, experts said at a forum on Friday in Washington.

But exchange architects face stiff financial and operational challenges in addition to the changing political climate, they said. Exchanges are the centerpiece of the law — the place where uninsured Americans will have to go to sign up for a health plan in order to use the federal tax credits provided under the measure to help them buy coverage.

But even though exchanges are a critical part of the larger law that Republicans are roundly bashing, interest in their successful creation is bipartisan, said speakers at the forum sponsored by the Alliance for Health Reform. The alliance is a nonpartisan group that sponsors meetings examining various health policy issues.

States run by Republicans as well as Democrats have a strong interest in creating exchanges, said Joel Ario, the official at the Department of Health and Human Services (HHS) responsible for ensuring that each state has a well-functioning exchange in place by 2014.

Ario is deputy director of the Office of Consumer Information and Insurance Oversight (OCIIO), which he smilingly refers to as “oh-sigh-oh” — an apt name perhaps given the many difficult tasks it must perform.Since starting the job eight weeks ago, Ario said he’s gone to meetings around the country sponsored by the National Governors Association and the National Association of Insurance Commissioner (NAIC). He said it was immediately clear that there was strong interest in creating exchanges.

Why? Because in state after state, the markets for individuals and small businesses trying to find coverage are “broken,” he said.

Timothy Jost, a professor at the Washington and Lee University School of Law, observed that “the basic idea behind the exchange of managed competition is not a radical left-wing idea. It’s an idea that comes basically out of free-market advocacy groups.”Jost added that the overhaul allows states to take different approaches to creating exchanges. “I don’t think this is an idea that goes down Nov. 3 depending on who wins the most state houses or seats in Congress,” he said.

‘Eight Difficult Issues’

But Jost walked the audience through “eight difficult issues” states must resolve that deal with the design of exchanges and their funding.

One is how exchanges should be governed and whether they should be run by a state agency or a nonprofit entity. Jost said he thinks an independent agency would be best with management that is “apolitical and professional.”

Another is how to keep the exchange from becoming the dumping ground for bad insurance risks. To the extent possible, state regulation of the individual and small-group market should be the same inside and outside the exchange, he said.

Another challenge is that opening the exchanges to large employer plans could expose them to bad risks. That’s because big groups that decide to go to the exchange could do so because their own premiums have become too high owing to an aging, sicker work force.

At the same time, exchanges must attract employers and not just individuals if they are to succeed, Jost said. Thus exchanges must take on the administrative task of sending premiums to the various health plans chosen by employees and not leave that job to the employer, he said.

Jost also said exchanges must use their power to exclude plans to prevent unreasonable premium increases. State legislation authorizing exchanges should under no circumstances require them to admit all insurers in the market. States could include more plans or fewer plans depending on market conditions.

Under the overhaul, exchanges will have to provide their customers with information describing and evaluating plans. Jost says a rating system should be developed that allows valid comparisons of plans and includes consumer satisfaction surveys that pay particular attention to members with serious health problems.

Exchanges also must coordinate with other state agencies and the federal government to simplify enrollment in Medicaid where appropriate and ease access to tax credits that will help pay premium costs.

“It’s going to take a lot to make it work,” Jost said. “If we flop there, the exchanges could be a miserable failure. If people apply for tax credits and don’t hear for weeks and then things get screwed up and they have to come in somewhere and provide lots of documents that’s going to be a disaster.”

Finally, Jost said exchanges are going to have to identify funding sources to survive because the federal government is only on the hook for their costs until they are established in 2014.

Michael McRaith, director of the Illinois Department of Insurance, who is handling exchange issues at NAIC, echoed that point, saying that “fiscal sustainability is a big challenge” because states have no money and exchanges early on will have a hard time coming up with enough revenue by levying a fee on insurers. (Source: CQ HEALTHBEAT NEWS, October 22, 2010)
