FLORIDA HEALTH REINSURANCE PROGRAM

...to promote the availability of health insurance to small employers and eligible individuals...

FLORIDA HEALTH INSURANCE ADVISORY BOARD

March 4, 2014

Kevin McCarty, Commissioner
Office of Insurance Regulation
200 East Gaines Street
Tallahassee, I'lorida 32399

Dear Commissioner McCarty,

On behalf of the Florida Health Reinsurance Program operating as the Florida Health Insurance
Advisory Board, I am pleased to submit-the Board’s legislative recommendations for
improvements in Florida’s private health insurance market.

The Board. established under-Section 627.6699(11). Florida Statutes, provides a forum for
stakeholders in Flotida's private health insurance market including insurers, employers, agents,
consumers and regulators to discuss and develop strategies related to market stability, access
and pricing. To achieve its purpose, the Board held meetings in Tallahassee and via
teleconference in 2013 and early 2014. Board members were asked to submit
recommendations based on their experiences in the marketplace which the group discussed and
debated having reached consensus on the items included with this letter,

The Board does not propose specific legislation, but provides recommendations for
consideration in health insurance market legislation. The attached report is being submitted to
the Office of Insurance Regulation as provided for in Florida Statutes, with copies to the
President of the Senate and the Speaker of the House, as well as being provided to other state
agencies and stakcholders tor reference.

A listing of current Board members is also attached. Pleasc feel free to contact me if you have
any questions or would like to discuss further.

Sincerely,
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Michelle L. Newell
Executive Director

Enclosures

2910 Kerry Forest Parkway, Suite 4D-295, Tallahassee, Florida 32309
(850) 421-3343 michelle.newell@iedgec.com



FLORIDA HEALTH INSURANCE ADVISORY BOARD
2014 Legislative Recommendations

1. Employee Only Coverage in Group Plans

Current Marketplace Issue: In the small group market, under most employer-sponsored group
health plans, employers subsidize the employee’s premium but spouse/dependent coverage are
offered under the plan completely at the employee’s expense, with no employer contribution. In
the new environment, it would be advantageous to have the option of not offering -
spouse/dependent coverage in small group, because the offer of coverage to a spouse and
dependents, regardless of the affordability of that coverage, negates the ability of the spouse and
dependents to qualify for subsidized coverage in the Marketplace (Exchange)'. The Affordable
Care Act (ACA) does not require that small groups offer spouse or “dependent” coverage.
However, in the small group market, carriers have never given small groups the option of not
offering spouse/dependent coverage. The option of offering “employee only” coverage is
required for carriers participating in the Small Business Health Options Program (SHOP)
Marketplace (Exchange).

Recommendation: The Board is recommending that small group employers be specifically
allowed the option to offer "employee only" coverage in the open market as is permitted in the
Marketplace (Exchange). This will allow consistency between the Marketplace (Exchange) and
open markets and allow spouses and dependents to obtain coverage in the Marketplace
(Exchange) where they may qualify for a subsidy, since their coverage is not subsidized by
employers in most cases.

" The Patient Protection and Affordable Care Act (PPACA) established “Exchanges”; however, the U.S.
Department of Health and Human Services changed them to “Markeiplaces” for marketing purposes.
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2. Group Participation Requirements —Individual Coverage as a “Valid Waiver”

Current Marketplace Issue: Carriers require that a minimum percentage of eligible employees
clect coverage under the employer’s group plan in order to issue or renew the group’s plan. This
is called “meeting participation”. The percentage of participation varies by carrier, but on
average, 70% of the eligible employees must enroll in the group’s plan or have other valid
coverage. Employees opting out of the employer’s coverage do not count against the group’s
participation calculation if the employee has other acceptable coverage, recognized by the
carriers as a “valid waiver”. Coverages recognized as “valid waivers” are Medicare, Medicaid,
TRICARE, and other group coverage, all of which are guaranteed-issue products. Historically,
individual policies were not considered “valid waivers” because they were underwritten, had
fewer mandated coverages, were relatively less expensive and therefote, theoretically, attracted
“better risk”. Healthier individuals sought to purchase individual policies for these reasons if
~ they could pass the underwriting requirements and less healthy individuals who could not pass
underwriting had to choose the group’s guaranteed-issue coverage. To recognize individual
coverage as a “valid waiver” under those circumstances would have created adverse selection in
the group market. These market dynamics have changed. Individual policies are now
guaranteed-issue as well, and the reasons an employee would choose an individual policy over
their employer’s group plan are strictly economic. Many employees will be drawn to individual
coverage through the Marketplace (Exchange) due to subsidized premiums, so failing to
recognize individual policies as “valid waivers” will impair a group’s ability to meet
participation. Some carriers have announced that they will recognize individual policies as
“valid waivers”. Some have said they will only recognize their own individual policies as “valid
waivers”, and others have said they are still not going to recognize individual coverage as a
“valid waiver”. This will create disruption in the group market and make it difficult for
employer groups to meet participation requirements and will restrict the ability of a group to
move from one carrier to another. Recognizing individual coverage as a “valid waiver” is
particularly important for small groups that wish to stay in-force when more modestly paid
employees opt for subsidized coverage in the Marketplace (Exchange). It is in the best interest
of the small group market and consumers that a uniform policy of acceptance of individual
coverage as a “valid waiver” be established.

Recommendation: The Board is recommending that all carriers recognize all qualified
individual plans as “valid waivers”, whether issued by that carrier or another authorized carrier.
This is imperative for small groups trying to meet participation requirements when modestly paid
employees opt for subsidized coverage through the Marketplace (Exchange).
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FLORIDA HEALTH INSURANCE ADVISORY BOARD

Kevin M. McCarty, Chair
Commissioner

Office of Insurance Regulation
200 East Gaines Street
Tallahassee, FL 32399
850-413-5914

FAX: 850-488-3334

Office of Insurance Regulation

W. Adam Clatsoff, Vice Chair
President/CEO

Adcahb Medical Coverages, Inc.
3000 N.W. 101 Lane

Coral Springs, FL 33065
800-243-2326 ext. 1200

FAX: 877-329-2326

Term Ending: 12/31/2016

Agent

Carol Barr Platt, LCSW
Acting Chief,
Bureau of Managed Health Care

Florida Agency for Health Care Admin.

2727 Mahan Drive, MS 26
Tallahassee, FL 32308
850-412-4310

FAX: 850-414-6912

Agency for Health Care Administration

Leah Barber-Heinz
Chief Executive Officer
Florida CHAIN

PO Box 7823

St. Petersburg, FL 33734
MOBILE: 850-294-6087
leahb@floridachain.org
Term Ending: 12/31/2015
Individual Policyholder

Joan L. Galletta

Employee Benefits Consultant
J.P. Perry Insurance

3342 Kori Road

Jacksonville, FL 32257
904-482-1671

FAX: 904-268-2801

MOBILE: 904-614-0633

Term Ending: 12/31/2014
Agent

January 14, 2014

William "Bill"” Herrle

Executive Director

NFIB

110 East Jefferson Street
Tallahassee, FL 32301
850-6881-0416

FAX: 850-561-6759

MOBILE: 850-728-7356

Term Ending: 12/31/2014

Employers or Employer Representatives

Mark LaBorde

President, Florida

Aetna inc.

841 Prudential Drive, F390
Jacksonville, FL 32207
904-351-4093

FAX: 904-351-4143

Term Ending: 12/31/2016
Carrier

John J. Matthews

Regional General Counsel, Southeast
UnitedHealthcare

4560 Grove Park Drive

Tallahassee, FL 32311

FAX: 866-480-7774

MOBILE: 850-443-6996

Term Ending: 12/31/2014

Carrier

Mark S. McGowan

Asst. General Counsel
Legal Affairs Division
Florida Blue

P.O. Box 60729
Jacksonville, FL 32236-0729
904-905-6570

FAX: 904-905-9873
MOBILE: 904-923-2545
Term Ending: 12/31/2014
Carrier

Tamara Meyerson
President/CEQ

Preferred Medical Plan, Inc.
4950 SW 8th Street, Suite 403
Coral Gables, FL 33134
305-648-4000

FAX: 305-447-4959

Term Ending: 12/31/2014
Carrier

Rick Wallace

President/CEO

FAB and FAMOS, LLC

PO Box 10437

Tallahassee, FL 32302
850-727-4809

MOBILE: 850-879-2649

Term Ending: 12/31/2016

Employers or Employer Representatives

Maria S. Wells, ABR, CRB, SFR, SRES
Owner/Broker

LifeStyle Realty Group

955 SE Federal Highway, Suite 102
Stuart, FL 34994

772-781-2345

FAX: 772-781-8631

Term Ending: 12/31/2016

Employers or Employer Representatives





