






































































From: Angela Handa <Angela.Handa@health-first.org> 
Date: Thu, May 20, 2010 at 2:47 PM 
Subject: Medical Loss Ratio - Comment 
To: edFHIAB@gmail.com 
 

Attn: Torre Grissom, OIR 
  
I understand that the law allows for some flexibility for new or small plans and even addresses system 
run health plans such as the one I am proud to work for, Health First Health Plans. I am concerned that 
an additional burden may be placed on health-system owned plans thinking they have an advantage over 
non health-system run plans. In theory I understand the idea of it but I am here to tell you the 
advantages one may believe exists are not always in place. For example: 
  
1) Our hospital system does not provide us with preferred pricing. Our rates are targeted to be 
competitive on par with other large carriers so no significant competitive advantage on this front. 
  
2) We share resources with our system. Candidly we do share resources but the resources are sometimes 
less in line with a Health Plan's needs so we are forced to pay additional consulting dollars to compensate 
for the gap.  For example, we are contracted with an outside firm for legal services. 
  
3) We are asked to direct members to system resources when sometimes less expensive services are 
available to our members because we must consider the overall system financial impact. Clearly our 
competitors have an advantage over a system run plan if they are free to contract with the least 
expensive qualified provider for a service. 
  
So how do we compete? The answer is by differentiating ourselves on quality, service and value as 
evidenced by our rankings, therefore I applaud the government on implementing payments tied to 
performance via the star program. 
  
Lastly I am concerned about the role of the agent. I do believe they provide a good service but at the 
same time I question the amount of commission we have been forced to pay to be competitive with the 
national payers. So while I would like to preserve their role, I do think there is room to look at and 
redefine reasonable compensation rather than allowing their salaries to increase by a percentage of the 
underlying costs of healthcare. Transparency would help resolve this issue. 
  
Thank you for the opportunity to provide input for Commissioner McCarty's consideration. 
  
Sincerely, 
  
Angela 
  
  
Angela Handa 
Vice President, Sales & Service 
Health First Health Plans, Inc. 
Office Number: (321) 434-5627 
Fax Number: (321) 434-4362 
angela.handa@health-first.org 
www.healthfirsthealthplans.org 
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This message is for the named person's use only.  It may  
 
contain private, proprietary, or legally privileged information.   
 
No privilege is waived or lost by any mistransmission.  If you  
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or opinions are on behalf of a particular entity;  and (2) the sender  
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Testimony by the National Association of Insurance and Financial Advisors – 
Florida (NAIFA – Florida) to the joint public hearing by the Florida Office of 

Insurance Regulation and the Florida Health Insurance Advisory Board 

Tuesday, May 4, 2010 

 

Good afternoon Commissioner McCarty, Deputy Commissioner Senkewicz and 
members of the Health Insurance Advisory Board.   

I am Mark Tiralosi, President of the National Association of Insurance and 
Financial Advisors – Florida. I am also the Vice-President of Sihle Financial 
Services and have worked in this industry since 1991.  We would like to thank you 
for holding this hearing on this very important issue to our country and to the 
people of Florida.   

Commissioner McCarty, let me begin by thanking you for your work for 
Floridians.  But let me also thank you for your service as an Officer with the 
National Association of Insurance Commissioners which will play a crucial role in 
instituting national health reforms.   

In January you spoke at the Florida Health Care Summit that we co-sponsored 
with the Florida Association of Health Underwriters and discussed your concerns 
regarding required medical loss ratios.  Thank you for continuing to focus on this 
part of the Patient Protection and Affordable Care Act.   

We see this requirement as being problematic in a number of ways.  In your 
remarks to the attendees at the Summit you registered concern for insurer 
solvency if rate approval authority was transferred to Washington D.C.  
You said that a potential requirement for medical loss ratios to be 80 percent or 
higher could further compound such solvency problems.  Further you said that 
many believe that such a loss ratio is simply unattainable, particularly within the 
small group market.      

While, fortunately, rate approval authority has not been transferred to 
Washington, in some sense we have the federal government mandating rates.  
Worse, they have instituted a one-size-fits-all approach to 50 different states 
which have 50 different sets of regulations and mandates by instituting these 
MLR requirements.   And these static ratios are based on a thousand page bill to 
be instituted over the next four years.  Are we to believe that such a monumental 
piece of legislation will not create additional costs? 















ADDITIONAL COMMENT BY PREFERRED MEDICAL PLANS TO FLORIDA OFFICE OF INSURANCE 

REGULATION 

Comment with regard to definition of Medical Loss Ratios and inclusion in minimum Medical Loss 

Ratio requirements 

It is essential that the definitions of Medical Loss Ratio and what is included in the minimum 

requirements for any of the various insurance groups include reasonable estimation of various reserves 

used to ensure solvency and the ability to pay claims. 

In general, all groups will have the need to account for the following: 

 A claims reserve or claims runout reserve.  This reserve is used to ensure that plans have 

adequately reserved for the cost of claims payout and unpaid claims adjustment expenses 

associated with settling of unpaid claims. 

 A premium deficiency reserve.  This reserve may be used by a health plan if it needs to meet 

solvency requirements under state insurance regulations, is at risk of not meeting such 

requirements at various periods of time, but especially at year end, or indeed must make 

contributions to remain solvent. 

The reserves above are vital to the health of the plan and insurance industry in each state and therefore 

reasonable estimations of such reserves, as certified by independent auditors/actuaries, must be 

included in the medical loss ratio definitions and in the minimum requirements. 

Individually under‐written policies generally have an Active Life Reserve.  In general, individual policies 

are written and such premiums are set over a durational period of enrollment through the use of 

lifetime medical loss ratios.  Therefore, unlike other insurance vehicles, there is no true concept of a 

benefit year for most individual policies.  These policies generally see lower medical loss ratios in the 

early years and higher loss ratios in later years.   Such policies and premiums are written to “smooth 

out” the premium and the Active Life Reserve taken on such policies from year to year have the effect of 

smoothing out the medical expenses of such policies.  In effect, the reserve acts as a pre‐funding 

mechanism whereby higher claims in the later periods are paid for by the reserve (which is paid for by 

available premium) in earlier periods.  This is made possible by the lower initial medical expenses.  This 

practice is standard and not only recognized but required by state regulatory authorities and in is 

compliance with NAIC requirements. 

The issue described above is mentioned in Section 2718(a) of the Public Health Services Act created by 

the Patient Protection and Affordable Care Act Section 1001 and Section 833 of the Internal Revenue 

Code as modified by Section 9016 of the Patient Protection and Affordable Care Act.  The section reads 

in part: “A health insurance issuer offering group or individual health insurance coverage (including a 

grandfathered health plan) shall, with respect to each plan year, submit to the Secretary a report 

concerning the ratio of the incurred loss (or incurred claims) plus the loss adjustment expense (or 

change in contract reserves) to earned premiums. … (emphasis added).  The Section is ambiguous in that 

it is unclear exactly how Active Life Reserves in general, and changes in such reserves from year to year, 



are treated for the purposes of the definition and minimum requirements in Section 2718(b).  Further, 

the language speaks to “with respect to each plan year,” which would lead one to believe that adequate 

Active Life Reserves for individual policies might not be factored into the definitions or minimum 

requirements.   

In general, the definitions cannot exclude such reserves as it would be extremely discriminatory against 

individual market insurance vehicles.  Not recognizing the durational factor or Active Life Reserves for 

individual policies and, thus, requiring a rebate because a medical loss ratio may be below 80% in a 

given year would result in underfunding of the individual policies thereby resulting in the insolvency or 

non‐viability of the product or major rate increases in later years for these policyholders.  The Active Life 

Reserve is sound policy and is in the best interest of furthering predictable and affordable health 

insurance premiums moving forward. This is especially important at times that insurers are growing 

individual policy business, which is very likely as we lead up to and the first few years after January 1, 

2014. 

At the same time, a negative change in such reserve from year to year could also have a negative 

financial impact on plans offering individual insurance products.  There could be any number of reasons 

for the negative change in such reserves, including declining membership or re‐estimates.  Including 

negative changes in the definitions and minimum requirements could result in insurers paying out 

rebates on historical experience in a future year and create solvency and other financial hardship issues.   

While we advocate for the general inclusion of all reserves, especially Active Life Reserves, in the MLR 

definitions and minimum requirements, we do believe that flexibility should be included for negative 

changes to reserves, or that state regulatory officials should be given regulatory authority to take 

circumstances surrounding such negative changes in such reserves into consideration when considering 

MLR and rebate calculations in a given year. 

 

 

 

 
































