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August 9, 2010

James J. Wrynn, Esq.





BY ELECTRONIC MAIL

Superintendent





jwrynn@ins.state.ny.us
NYS Insurance Department

25 Beaver Street





BY FACSIMILE

New York, New York 10004




(212) 480-2310

Re:  NAIC Exchanges (B) Subgroup Meeting 

Dear Superintendent Wrynn:

As you know, the Empire State Healthcare Coalition (ESHCC), together with the New York State Association of Health Underwriters (NYSAHU), are the two premier professional producer organizations in New York, comprised of health insurance brokers and employee benefits consultants which support universal health coverage by integrating existing public plans with market-based solutions to improve affordable and accessible health insurance plans for all.

We are jointly writing to you today, prior to the National Association of Insurance Commissioners (NAIC) meeting in Seattle on August 12th, where deliberations will be had on the adoption of uniform definitions and standardized methodologies for calculating sanctioned uses of premium dollars by health insurers to implement the 85% minimum loss ratio (MLR) in large group plans and 80% MLR in small group and individual markets under the federal Patient Protection and Affordable Care Act (PPACA).  We urge you to consider the wide spectrum of insurer activities that contribute to better health outcomes and the optimum delivery of care, as part of the NAIC’s deliberative discussions of MLR.

Health insurance producers and consultants strongly support the goals of reducing health care costs by bending the curve down via improved health outcomes for patients and reductions in administrative expenses.  Adopting narrow and static definitions of acceptable premium uses and insurance carrier activities will adversely impact spending on preventative care and other cost saving consumer services.

To this end, we are concerned that the application of MLRs may have the unintended consequence of eliminating certain advantageous administrative cost savings, specifically where carriers routinely collect, as part of premium, fully-disclosed commissions or fees that are “passed-through” to independent brokers and agents as an operational convenience to their members, subscribers, policy or certificate holders.  This practice reduces the health insurance system’s overall operational costs, eliminating the need for businesses and consumers to prepare, mail and track separate payments to their benefit specialists.  It would thus be counterproductive to eliminate this cost-saving administrative convenience that health plans and carriers currently provide.

Excluding pass-through commissions from the MLR calculation will:

· Preserve existing cost-saving practices in current health insurance markets;

· Advance the intent of MLR provisions to reduce overall spending on administrative costs; and

· Maintain an important operational convenience for small businesses and individuals.

It is our understanding that a number of Insurance Commissioners have recognized the benefits of excluding pass-through commissions from the MLR calculations, including:  Kansas (Sandy Praeger), Oklahoma (Kim Holland), New Hampshire (Roger Sevigny), Florida (Kevin McCarty), Alaska (Linda Hall), Indiana (Anita Strauss for Carol Cutter), and Iowa (Susan Voss).  We strongly request that you and New York join with these NAIC colleagues by excluding pass-through commissions when defining the MLR calculation.

As always, we thank you for your time and attention, and look forward to a favorable response.







Sincerely yours,







Thomas W. Faist, Esq.
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