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PART I: PROJECT NARRATIVE

A.

Introduction

A. BRIEF OVERVIEW OF PROJECT

Arizona has applied for a grant with a budget of $550,441 to achieve two goals
for enhancing its rate review process with new transparency, compliance
enforcement and technology. Meeting these goals will result in new consumer-
support capacity, analytical tools and systems that Arizona will be able to sustain
with its pre-grant resources after the grant period ends. This report sets forth the
work undertaken and completed to achieve these milestones during the first
reporting period from August 9, 2010 through December 31, 2010 (“Cycle 1,
Quarter 1” or “C1Q1"), and outlines ADOI's next steps in the coming months.

. GOAL NO. 1

Ouir first goal for this program is to implement the Affordable Care Act (ACA) and
ensure that Arizona consumers get value for their health insurance premiums by
improving the transparency and effectiveness of rate review. ADOI has three
Measurable Objectives (Objectives) to accomplish this goal. Each Objective has
its own milestones.

Objective 1.A
To provide consumers with new transparency and meaningful information about

individual and small group health insurance rates, using a mechanism that ADOI
can sustain after the grant period ends.

Milestones for Objective 1.A are: (i) to gather public comment on consumer
requirements for transparency and meaningful information; (ii) to post to the
ADOI website plain language FAQs and key facts about rate review in Arizona;
(iii) to institute a requirement that insurers submit the federal “threshold
disclosure form” with all rate increase filings, not just those that HHS categorizes
as “unreasonable”; (iv) to expand and update web postings with data from TDFs;
(v) to develop at least one consumer-friendly key indicator of individual rate
filings; (vi) to develop at least one consumer-friendly key indicator from insurers’
annual small group base premium and index rate submissions; (vii) to develop
the IT capacity to periodically and automatically update web postings with data
from TDFs and consumer-friendly rate filing components; and (viii) to make
consumer-friendly rate filing components available to the public online.

Objective 1.B
To determine whether ADOI’s existing actuarial certification form for individual

health insurance rates is a reliable tool for determining whether individual rate
filings comply with the law, and if it is not, to revise the form.

Milestones for Objective 1.B are: (i) to develop the criteria and process for
substantive review of individual health insurance rate filings; (ii) to conduct a
substantive review of 100% of administratively complete initial rate filings and
75% of rate revision filings submitted between November 1, 2010 and April 30,
2011; (iii) for each filing reviewed in Milestone ii above, to determine how often
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the actuarial certification of compliance is supported by the substantive review;
(iv) if the conclusion from Milestone iii above is that ADOI cannot generally rely
on the current actuarial certification, to determine the reasons why not, obtain
stakeholder input, include a consumer-friendly key indicator (from 1Av) and make
proposed revisions to the current forms or process; (v) if the conclusion from
Milestone iii is that ADOI can rely on the actuarial certification, to include a
consumer-friendly key indicator (Milestone from 1.A.v), obtain stakeholder input,
and make proposed revisions to the current forms or process; and (vi) to finalize
revisions to the existing form and related filing requirements and publish for
implementation on a future designated date.

Objective 1.C
To determine whether the actuarial certification submission is a reliable tool for

ADOI to use to determine whether small group rates in the market comply with
the law, and if it is not, to develop a standardized form that is a reliable tool.

Milestones for Objective 1.C are: (i) to identify key indicators for compliance with
small group rate setting factors; (ii) to summarize information and variations in
A.R.S. 8 20-2311(E) non-standardized actuarial, and in A.R.S. § 20-2311(G)
non-standardized base premium and index rate submissions for calendar years
2009 and 2010; and (iii) to draft a standardized form for the small group actuarial
certification and for submission of base premium and index rates to be used by
insurers starting in calendar year 2011.

GOAL NO. 2

Our second goal is to ensure that Arizona consumers get value for their dollars
by developing the technical infrastructure to comply with ACA requirements for
collecting, reviewing and reporting health insurance rates. Arizona has two
Objectives for accomplishing our second goal. Each Objective has its own
milestones.

Objective 2.A
To review at least 95% of insurers’ submissions of rate increases during the

grant year that meet the forthcoming ACA standard for "unreasonable” and apply
HHS criteria to determine if the unreasonable increase is excessive or unjustified
under forthcoming criteria.

Milestones for Objective 2.A are: (i) implement use, via SERFF, of a forthcoming
Rate Filing Disclosure Form and Justification Form (the “threshold disclosure
form” or “TDF") that federal law will require insurers to use if a rate request is
“unreasonable;” (ii) as soon as practicable after HHS promulgates standards for
“reasonable” and “unreasonable” rate requests, apply forthcoming ACA criteria to
determine if unreasonable rate increases are excessive or unjustified; and (iii) by
three months after completion of 2.A.ii., incorporate conclusions with TDF data
used to update and expand web postings for consumers.

Objective 2.B
To comply with ACA reporting requirements relating to rate data and rate trends

using the uniform reporting template HHS will provide. The objective will be met
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approximately eight months after HHS provides the template and supporting
documentation to the National Association of Insurance Commissioners.
Milestones for Objective 2.B are: (i) contract with SERFF to make the
modifications necessary to address the data collection and reporting
requirements defined in Section A.1(c)(1) and A.1(c)(2) on pages 15, 16 and 17
of the Grant Announcement; (ii) obtain training from SERFF on system changes;
and (iii) coordinate/develop SERFF’s ability to satisfy reporting requirements of
the uniform template for data reporting within the SERFF system, including basic
trending reports.

B. Program Implementation Status

1. ACCOMPLISHMENTS TO DATE

a. Continued Training and Support for RR Staff (Applies to Entire Grant
Program)
During C1Q3, permanent ADOI staff continued to work with the RR staff to
meet the objectives, requirements and conditions of the RR grant in each of
the areas described in Sections B.1.b — e, below. Permanent staff also
continued its substantive review of rate filings for the quarter.

b. Continued Actuarial Support (Applies to Objectives 1.A, 1.B and 1.C)

i. Actuary Review and Analysis
During C1Q3, through meetings, e-mails and phone conversations, ADOI
continued its RR grant work with its actuarial consulting firm, Mercer.
Mercer assisted with or timely completed work the following milestones:

o Milestone 1.A.v. On May 10, 2011, Mercer recommended consumer-
friendly (“transparency”) key indicators for individual rate filings, which
included:

0 A carrier’s rate increase history for the past five years.

0 A carrier’s incurred claims and earned premiums by year, for
the past five years.

0 Whether a specific policy is in a closed block of business.

e Milestone 1.A.vi: On May 10, 2011, Mercer recommended consumer-
friendly (transparency) key indicators for annual small group base
premium and index rate submissions, which included:

0 Atext or link for statutory requirements for small group rating.
0 A glossary of terms for small-group rate requirements.
o Carriers’ most significant rating factors.

¢ Milestone 1.B.ii, 1.B.iii and 1.B.iv. Mercer completed its substantive
review of 100% of administratively complete new rate filings and
81.3% of rate revision filings submitted between November 1, 2010
and April 30, 2011. There were 38 new rate filings and 26 rate
revision filings in this review. See Attachment A for a summary of the
results. Mercer determined that the actuarial certification of
compliance (“P-124") was not always supported by the content of the
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filing and that ADOI could not necessarily rely on the P-124 to assess
compliance. See Attachment “B” for Mercer’s written assessment.
Indications of the lack of reliability include:
= The filer completed the Actuarial Certification (P-124)
accurately in only 43 out of 63 Filings.
= Some P-124 requirements are ambiguous. For example,
Question 7 asks for the filing’s average rate increase without
defining how the average should be calculated.
= Calculation of the anticipated loss ratio stated on the P-124
was only described in the actuarial memorandum in 33 out of
63 filings, despite a specific regulatory requirement for such a
description in AAC R20-6-607(C).
See Attachment “C”, slides 21 to 23, for more information.

Milestone 1.C.ii. Mercer summarized the information and variations
in A.R.S. 8 20-2311(E) non-standardized actuarial certifications, and
in A.R.S. 8 20-2311(G) non-standardized base premium and index
rate submissions for calendar years 2009 and 2010. See Attachment
“D”. Mercer’'s summary reflects wide variation in the content,
consistency and reliability of these submissions, including:
»  Whether the certifications captured all the statutory
requirements
» The type of review described in the certification, for
example, whether the actuary reviewed actuarial
assumptions and rating methods or identified non-
compliance and remedial action.
= The number of policies reviewed
= Whether the filer provided an NAIC number, review
period or effective date.
* The signing actuary’s qualifications
See attachment “C”, slides 33 to 38, for more information.

Milestones 1.A.v and 1.A.vi. During C1Q3, Mercer attended ADOI’'s
three consumer-stakeholder meetings held in May and June, 2011
either in person or by telephone. See Section 1.B.1.c.ii, below. This
allowed Mercer to hear first-hand from consumers and producers
regarding consumer-friendly key indicators for individual and small
group rates.

Milestone 1.B.iv-b. Mercer worked with ADOI on preparing for and
conducting ADOI’s first industry-stakeholder meeting on June 23,
2011. To prepare for the meeting, Mercer worked with ADOI on a
PowerPoint summary of Mercer's findings. See Attachment C”.
During the meeting, Mercer actuaries described how they evaluated
ADOI’s review requirements and processes and they participated in
the discussion of Mercer’s findings and possible ADOI improvements.

Milestones 1.B.iv-a and 1.C.iii. After the June 23, 2011 stakeholder
meeting, Mercer completed:
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o Draft changes to the existing filing requirements for individual
new rates, see Attachment “E”, and individual rate revision
filings. See Attachment “F".

0 A draft template for a standardized form for the small group
actuarial certification. See Attachment “G”.

0 A draft template for the annual submission of small group base
premium and index rates with a cover letter. See Attachment
“H”.

Actuarial Deliverables for C103

Actuarial Deliverable Mile- Date
stone

Transparency key indicators: individual 1.Av. 5.10.11
Transparency key indicators: small group 1.Avi. | 5.10.11
Findings from rate-filings review 1.B.ii. 6.20.11
Draft changes to filing requirements for 1.B.iv-a | 6.30.11
individual rate filings

Summary of annual small group submissions 1.C.ii 6.13.11
Template for annual small group actuarial 1.C.iii 6.30.11
certification and base premium/index rates.

c. Community Outreach/Public Participation (Applies to Objectives 1.A and 1.B)

Website Postings during C1Q3

ADOI posted notices, agenda, and discussion summaries from each of

the three May/June stakeholder meetings at:
http://www.id.state.az.us/RateReview/2011-06-
2_Public_Mtg_Minutes.pdf (Prescott meeting)
http://www.id.state.az.us/RateReview/2011-05-
24 Public_Mtg_Minutes.pdf (Yuma meeting)
http://www.id.state.az.us/RateReview/2011 05 17 Public Mtg M
inutes.pdf (Phoenix meeting)

ADOI also posted its C1Q2 report to HHS at
http://www.id.state.az.us/RateReview/Arizona C10Q2 Report 4 29 2011

-pdf

ADOI maintained an on-line consumer from February 14 through June
10, 2011. ADOI received 392 survey responses. See Attachment “I” for a
compilation of the survey results.

Milestone 1.A.ii. ADOI posted a set of rate review FAQs and key facts at
http://www.id.state.az.us/publications/FAQsfinal26ap11.pdf.

Public Meetings

As part of working on Milestones 1.A.v and 1.A.vi In May and June 2011,
RR staff held three stakeholder meetings, one in Phoenix, one in Yuma
and one in Prescott. ADOI sent notices to both public and private
organizations, as well as media outlets throughout the state, advertising
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these meetings. See Attachment “J”. The primary purposes of the
meetings were, (1) to continue and expand the consumer education and
dialogue ADOI began in January about rate review, and (2) was to obtain
feedback on transparency key indicators ADOI and Mercer had
developed so far. See Attachment “K” for ADOI's PowerPoint
presentation. ADOI's minutes for these meetings are available through
the links in Section I.B.1.c.i, above, and ADOI’s significant findings are
summarized below in Section 1.B.1.d.i, below.

Collaboration
In addition to its work with consumer stake-holders, ADOI held a meeting
with insurance stakeholders on June 23, 2011. See Attachment C for a
copy of the PowerPoint presentation that ADOI and Mercer prepared
together. The insurers that attended were Blue Cross Blue Shield of
Arizona, Health Net, United Healthcare, Golden Rule, Aetna, CIGNA,
Humana and AFLAC. At the meeting
¢ ADOI summarized its transparency and compliance activities
under the rate review grant.
o Mercer actuaries described how they evaluated ADOI'’s review
requirements and processes
o ADOI summarized Mercer’s findings
e ADOI proposed options for improvements to its current rate review
and rate oversight processes
e Insurers, Mercer and ADOI had a productive discussion about
Mercer’s findings and ADOI’s proposed improvements.
Mercer used feedback from the attendees to complete its deliverables
under Milestones 1.B.iv-a and 1.c.iii.

On April 14 ADOI met with its Transparency Team. This informal group
of advisors includes industry representatives, local producers, advocacy
groups and other public agencies. See Attachment “L” for the attendance
roster and minutes of this meeting. ADOI provided an update on grant
activities since the group’s last meeting in February, distributed a draft set
of FAQs for comment and described the activities planned for may and
June, including three more consumer meetings and a first meeting with
industry stakeholders on June. ADOI invited Mercer to attend this
meeting in order to give the group a preview of the information to be
presented to industry stakeholders.

On April 21, 2011 ADOI participated in a multi-state collaboration call with
SERFF representatives on May 19, 2011 to discuss recent
enhancements to SERFF to make PPACA health insurance rate filings
available directly to the public via the Internet. ADOI sent written
comments to SERFF about this proposed function and participated in
follow-up call on May 19, 2011. SERFF released the function to states on
June 21, 2011. During C1Q4, ADOI will consider whether to implement it
this function in Arizona.





Health Insurance Rate Review Grant Program
Cycle | Quarterly Report: Quarter 3 (C1Q3)

d. ADOI Data Collection, Analysis and Ongoing Rate Review (Applies to

Objectives 1.A and 1.B)

Consumer Concerns (Milestones 1.A.v and 1.A.vi)

RR staff compiled and prioritized the comments it received at its May and
June consumer meetings and in C1Q4 will consider the most significant
findings in conjunction with Mercer’s key indicator recommendation. The
most significant findings that C1Q3 attendees raised more often than, or
in addition to, concerns raised by C1Q1 attendees included:

o0 How often a company raises rates over a certain period of time
may be more useful to know than how much a company raises
rates.

o0 A simple breakdown of factors that went into a rate increase is just
as meaningful to consumers as the percentage amount of
increases.

o Consumers do not know that insurers have to make a new rate
review filing every time they change rates. ADOI should clarify.

0 Some small groups and some producers may not realize that ARS
20-2311(D) requires an insurer to make certain disclosures to
small group employers about how the insurer calculates rates.

o Small group employers often want to know how their rates
compare to the rates of similarly situated groups. Producers are
sometimes surprised at the range of rates that different companies
propose to provide similar coverage to similar groups.

In addition, RR staff combined the online consumer survey results
collected during C1Q3 with the results collected during C1Q2 (and
reported in ADOI's C1Q2 Report. See Attachment M for a summary and
analysis of all the survey data. Significant results include:

o Forindividual policies, 66% to 76% of respondents indicated that
learning how insurance companies set health insurance rates,
how frequently they raise rates, how they determine what to
charge in premiums, and how to obtain rate information from
ADOI would all be “very helpful”.

o For small group policies, 69% to 72% of respondents stated that
learning how insurance companies set health insurance rates,
how frequently they raise rates, how they determine what to
charge in premiums, and how to obtain rate information from
ADOI would be “very helpful”.

Rate Filings and Rate-Related Submissions

In C1Q3 ADOI completed substantive review of 30 individual rate filings.
These include the six filings reported to HHS through SERFF, as
described in Part Il below. Sixteen of these 30 filings were rate revisions
and 14 were new rates submitted with new forms. Thirteen other filings
were closed during C1Q3 without going through substantive review for
one of the following reasons: (i) the filer withdrew the filing; (ii) the filing
was exempt from filing requirements, (iii) the filing was rejected as
administratively incomplete, or (iv) the filing was “informational” and not
subject to review.
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In C1Q3, ADOI began implementing some new review practices, based
on Mercer’s preliminary findings and recommendations. For example,
ADOI now requires a filer who states its anticipated loss ratio without
precision (e.g., >55%” or “55 to 75%”) to revise the filing to specify an
exact anticipated loss ratio (e.g., “55%”). In addition, ADOI met with
Mercer for a “tutorial” on rate data detail now included in PPACA rate
filings, included calculation of the “weighted average: defined by CCIIO.

e. Internal Information Systems Modifications
Currently ADOI maintains an Access database which has much of the same
data that SERFF does. ADOI uses the Access database for management
and regulatory purposes such as tracking whether staff completes filing
reviews within the applicable statutory time frames and responding to public
record requests or press/media inquiries. Maintaining the database is
resource intensive because (i) it requires considerable double-entry of data,
and (ii) comprehensive research often requires searching both SERFF and
the database and finding ways to combine and present the results. In
addition, having two separate data collection methods doubles the
opportunities for errors and omissions. This situation complicates and even
undermines ADOI’s efforts at transparency in part because it is an obstacle to
timely and efficiently updating web postings with reliable data from filings.
However, until C1Q3, ADOI has not explored the possibility that it could do
the necessary research on SERFF.

In C1Q3, a team of ADOI permanent staff and RR staff met several times
and exchanged e-mails and phone calls with two members of SERFF staff to
assess the extent to which ADOI might be able to rely on SERFF for ADOI's
internal and administrative data collection and management. ADOI’s
conclusion is that ADOI potentially can learn how to export virtually all the
data it needs from SERFF. However, the data will arrive as “dumps” into
Excel spreadsheets and will have to be sorted and managed from there. In
C1Q4, ADOI will pursue with SERFF and programming consultants a plan to
enable ADOI export the appropriate data and manage it for administrative
and regulatory purposes. ADOI also will continue to develop the capacity to
periodically and automatically update web postings with data from filings.

2. CHALLENGES AND RESPONSES

a. Transparency Despite Complexity
As noted in ADOI previous quarterly reports, RR staff faces a continuing
challenge in educating consumers about health insurance rates, a subject
that many consumers seem to love to hate, and in obtaining feedback that
focuses on rate-setting and rate-review. Consumers at our consumer
meetings throughout the grant period expressed frustration about limits on
ADOI’s authority to set and control rates. In response to our on-line survey,
sixty percent (55/91) of people who provided comments in their own words
did not address rate-setting or rate review per se, but dealt with the inability to
obtain insurance, single payor coverage, too much or too little state and/or
federal regulation of health insurance rates and practices, the absence of a
high risk pool in Arizona, and benefits packages offered in individual or small
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group policies. Attendees at our public meetings also voiced concerns about
other subjects not directly related to rate review, such as pre-existing medical
conditions, status of the exchanges, and comments about a single
payer/public option health care system.

During C1Q3, we posted a comprehensive set of FAQs and key facts on the
ADOI website (Milestone 1.A.ii) at
http://www.id.state.az.us/publications/FAQsfinal26ap11.pdf. We solicited
feedback on these posted items at our May and June community meetings
and intend to revise them in C1Q4.

Continued Need to Train and Support RR Staff and Use Permanent ADOI
Resources.

Maintenance of the RR grant program continues to require support from
permanent staff and existing resources to. In order to sustain the program
outcomes with pre-grant resources after the grant period ends, the program
activities and objectives have to be transparent and geared to integration
from the start. The Public Information Officer and the Information Technology
Division staff continued to provide on-going advice and support while staff of
the Life & Health and Consumer Affairs Divisions continued to work with RR
staff on community outreach and public participation, substantive and
procedural issues relating to rate review, systems and other technical
support.

The first Rate Review Grant Manager resigned, effective June 23, 2011.
ADOI hired a replacement, who began work on July 12, 2011. ADOI is
experiencing a very smooth transition but there may be some efficiency lost
in the short-term. In addition, because the insurance analyst for the grant
program left the agency in January 2011, permanent ADOI staff continued to
do a greater amount than planned of preparing the C1Q2 report, reviewing of
filings, analyzing and summarizing Mercer’s findings and working directly with
stakeholders.

REQUIRED VARIATIONS FROM ORIGINAL TIMELINE
ADOI has met its milestones for C1Q3 and does not anticipate any variations
to the timeline that it did not address in its C1Q1 or C1Q2 reports.

C. Significant Activities — Undertaken & Planned

1.

SIGNIFICANT ACTIVITIES UNDERTAKEN

See Sections 1.b.1 and 1.B.2 above.

SIGNIFICANT ACTIVITIES PLANNED

a. Continuing Support for RR Staff (Applies to Entire Grant Program)

Permanent staff will continue to assist with ADOI’s outreach and participation
efforts, data collection and analysis and meeting reporting requirements, as
well as providing on-going computer and other technical support.
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b. Continuing Work with Actuaries (Applies to Objectives 1.A, 1.B, 1.C and 2.A)
In C1Q4, Mercer will work with ADOI to complete and publish changes to
filing requirements for individual rate filings as well as a template for annual
small group actuarial certification and a template for annual small group base
premium and index rates. Mercer will help ADOI prepare a request for a no-
cost extension of its rate review grant. ADOI will consult with Mercer
regarding the implications of CCIIO designating Arizona as a state that does
not do “effective rate review” in either the individual market or the small group
market.

c. Community Outreach/Public Participation (Applies to Objectives 1.A and 1.B)

i. Website Postings
During C1Q4, ADOI will maintain and update the website postings
described in Section I.B.1.c.i, above. This will include revising the FAQs
posted during C1Q1 to reflect consumer and other stakeholder feedback.

ii. Industry Meeting and Collaborative Efforts
ADOI has scheduled a meeting on July 26, 2011 to follow up on its June
23 meeting with industry stakeholders and provide draft changes to filing
requirements for individual rate filings as well as a draft template for
annual small group actuarial certification and a draft template for annual
small group base premium and index rates.

ADOI does not plan a meeting of the Transition Team (see Section
B.1.c.iii, above) during C1Q3, although we do intend to work directly with
some members of the team who represent consumer interests. In order
to integrate transparency and enforcement improvements, we will ask
them for feedback on the same forms and filing requirements that we
have asked the industry to review to help us integrate transparency and
enforcement improvements.

d. ADOI Data Collection, Analysis and On-Going Rate Review (Applies to
Objectives 1.A and 1.B)

i. Consumer Concerns
During C1Q4, Mercer will assist ADOI in analyzing comments it receives
from insurers and other stakeholders about draft changes to filing
requirements for individual rate filings as well as a draft template for
annual small group actuarial certification and a draft template for annual
small group base premium and index rates.

i. Rate-Filings and Rate-Related Submissions
ADOI expects to complete and publish changes to filing requirements for
individual rate filings as well as a template for annual small group
actuarial certification and a template for annual small group base
premium and index rates.

e. Internal Information Systems Modifications

10
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In C1Q4, ADOI will pursue with SERFF and programming consultants a plan
to enable ADOI export the appropriate data and manage it for administrative
and regulatory purposes, as well as for transparency purposes, including
timely web posts and other communications.

f. Request for No-cost Extension
ADOI intends in C1Q4 to submit to CCIIO a request for a no-cost extension of
its rate review grant.

. Public Access Activities

See Section I.B.c, above

. Collaborative Efforts

See Sections B.1.c.iii and C.2.c.iii, above.

Lessons Learned

1.

We learned from consumers we met with or received survey responses from
during C1Q3 that we were on the right track with out our initial ideas about
transparency key indicators.

We learned from Mercer's analysis of individual rate filings that our most valued
and heavily used review tool — the actuarial certification or “P-124" is — is not
necessarily a reliable indicator of whether an individual rate filing complies with
Arizona law.

We learned from Mercer’s analysis of small group actuarial certifications and
small group base premium and index rates that these annual submissions are
need to be standardized to provide ADOI or consumers with credible or useful
information.

We learned that with training and programming assistance we should be able to
use SERFF extensively enough as a database for all kinds of filings to obviate a
“parallel” or “legacy” system for filing- and data-management.

. Updated Budget

ADOI proposed a budget of $550,441 on its grant application. During C1Q3, ADOI
requested a grant amendment to move $18,014 from “Contractual” to “Fringe
Benefits”. Based on spending in C1Q1 through C1Q3 and anticipating the grant
amendment, ADOI is revising that amount to $503,678 as summarized below. See
Attachment “M” for an updated budget spreadsheet.

Personnel $102,654
Fringe Benefits: 53,897
Travel: 5,300
Supplies: 19,105
Contractual 317,764
Other 4,958
Total Proposed Budget | $503,678

11
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H. Updated Work Plan and Timeline

The tables below set forth ADOI's updated work plan and timeline for C1Q4.

GOAL 1: TO IMPLEMENT ACA AND ENSURE THAT ARIZONA CONSUMERS GET VALUE
FOR THEIR HEALTHCARE INSURANCE PREMIUMS BY IMPROVING THE TRANSPARENCY
AND EFFECTIVENESS OF RATE REVIEW.

OBJECTIVE

MILESTONE

MEASURABLE
OBJECTIVE 1.A.

To provide consumers
with

new transparency
and meaningful
information about
individual health
insurance and small
group insurance
rates, using a
mechanism that ADOI
can sustain after the
grant period ends.

1.A.i. By January 31, 2011, gather public comment on consumer
requirements for transparency and meaningful information. Completed

1.A.ii. By April 30, 2011, post to the ADOI website plain language FAQs
and key facts about rate review in Arizona. Completed

1.A.iii. After HHS adopts the final Rate Filing Disclosure Form and
Justification Form (the “threshold disclosure form” or “TDF”) institute a
requirement that insurers submit the TDF with all rate increase filings, not
just those that HHS categorizes as “unreasonable.” Deferred, pending
review of CCI10 determination that Arizona is not an effective rate
review state.

1.A.iv. By three months after completion of 1.A.iii., expand and update
web postings with data from TDFs received to date. Deferred, pending
review of CCI10 determination that Arizona is not an effective rate
review state.

1.A.v. By 6.30.2011, develop at least one consumer-friendly key
indicator of individual rate filings, e.g., an item on the individual actuarial
certification showing per-capita increases to premium for each revision.
Completed

1.A.vi. By 6.30.2011, develop at least one consumer-friendly key
indicator for insurers’ annual small group base premium and index rates.
Completed

1.Aii. By 8.31.2011, develop the IT capacity to periodically and
automatically update web postings with data from TDFs and consumer-
friendly component(s) of rate filings. In Progress

1.A.viii. Throughout the grant year, coordinate with SERFF project for
consumer-friendly, on-line rate-filing components. In Progress

MEASURABLE
OBJECTIVE 1.B.
By September 30,
2011, determine
whether ADOI’s
existing actuarial
certification form for
individual health
insurance rates is a
reliable tool for
determining whether
individual rate filings
comply with the law
and, if not, revise the

1. B.i. By 12.21.2010 develop criteria/process for substantive review.
Completed

1.B.ii. By 4.30.2011, based on the new criteria and process, conduct
substantive review of 100% of new rate filings and 75% of rate revision
filings that insurers submit between 11.1.2010 and 4.30.2011.
Completed

1.B.iii. By 5.15.2011, for each filing reviewed under 1.B.ii., determine
how often the actuarial certification is supported by the substantive
review, that is, how often can ADOI rely on the actuarial certification.
Completed

1.B.iv. By 5.31.2011, if the conclusion in 1.B.iii. is that ADOI cannot
generally rely on the actuarial certification, determine why. Completed

1.B.iv-a. By 6.30. 2011, draft revisions to the existing form and filing
requirements to make the actuarial certification reliable. Completed
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GOAL 1: TO IMPLEMENT ACA AND ENSURE THAT ARIZONA CONSUMERS GET VALUE
FOR THEIR HEALTHCARE INSURANCE PREMIUMS BY IMPROVING THE TRANSPARENCY
AND EFFECTIVENESS OF RATE REVIEW.

OBJECTIVE

MILESTONE

form.

1.B.iv-b. By 8.15.2011, obtain stakeholder input on the draft revisions,
changes proposed under 1.A.v. above, other administrative revisions and
a reasonable implementation date for the revised forms. In Progress

1.B.v. By 8.15.2011, if the conclusion in 1.B.iii. is that ADOI can
generally rely on the actuarial certification, obtain stakeholder input on
other changes related to 1.A.v., other administrative revisions, and a
reasonable implementation date for revised forms. N/A, based on 1.B.iii. .

1.B.vi. By 9.15.2011, finalize revisions to the existing forms/filing
requirements. Designate implementation date. In Progress

MEASURABLE
OBJECTIVE 1.C.

1.C.i. By 2.28,2011, identify key indicators for small group rate-setting.
Completed

By September 30,
2011, determine if the
actuarial certification

1.C.ii. By 4.30.2011, summarize information and variations in A.R.S. §
20-2311(E) actuarial certifications and § 20-2311(G) base premium and
index rate submissions for 2009 and 2010. Completed

required by A.R.S. §
20-2311is a reliable
tool for ADOI to

1.C.iii. By 6.30.2011, based on 1.C.i. and 1.C.ii., draft a standardized
form for the small group actuarial certification and for submission of base
premium and index rates, to be used by insurers in 2012. Completed

determine small group
rate—compliance. If not,

1.C.iv. By 7.31.2011, obtain stakeholder input on standardized forms.
In Progress

develop a standard,
reliable tool.

1.C.v. By 9.30, 2011 finalize/implement standardized forms for 2012.
In Progress

GOAL 2: TO IMPLEMENT ACA AND ENSURE THAT ARIZONA CONSUMERS GET VALUE
FOR THEIR HEALTH INSURANCE PREMIUMS BY DEVELOPING THE PROCESSES AND
SYSTEMS TO COMPLY WITH ACA REQUIREMENTS FOR COLLECTING, REVIEWING AND
REPORTING HEALTH INSURANCE RATES.

OBJECTIVE

MILESTONE

MEASURABLE
OBJECTIVE 2.A.

As soon as practicable after

HHS sets standards for

“unreasonable” rates, review
at least 95% of submissions

that meet the ACA
“unreasonable” standard,
applying HHS criteria to

determine if the increase is

excessive or unjustified.

2.A.i. Implement, via SERFF, a forthcoming Rate Filing Disclosure
Form and Justification Form (the “threshold disclosure form” or
“TDF") that federal law will require insurers to use if a rate request
is “unreasonable.” Deferred, pending review of CCI10
determination that Arizona is not an effective rate review state.

2.A.ii. As soon as practicable after HHS promulgates standards for
“reasonable” and “unreasonable” rate requests, apply forthcoming
ACA criteria to determine if unreasonable rate increases are
excessive or unjustified. Deferred, pending review of CCIIO
determination that Arizona is not an effective rate review state.

2.A.iii. By three months after completion of 2.A.ii., incorporate
conclusions with TDF data used to update and expand web
postings for consumers. Deferred, pending review of CCI10O
determination that Arizona is not an effective rate review state.
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GOAL 2: TO IMPLEMENT ACA AND ENSURE THAT ARIZONA CONSUMERS GET VALUE
FOR THEIR HEALTH INSURANCE PREMIUMS BY DEVELOPING THE PROCESSES AND
SYSTEMS TO COMPLY WITH ACA REQUIREMENTS FOR COLLECTING, REVIEWING AND
REPORTING HEALTH INSURANCE RATES.

OBJECTIVE MILESTONE
MEASURABLE 2.B.i. Contract with SERFF to make the modifications necessary to
OBJECTIVE 2.B. address the data collection and reporting requirements defined in
To comply with ACA Section A.1(c)(1) and A.1(c)(2of Grant Announcement. Completed

reporting requirements rate [ 5 g ji Obtain training from SERFF on system changes. Completed

data 1and rate trends using 2.B.iii. Coordinate/develop SERFF’s ability to satisfy reporting

HHS’s uniform reporting : : ; .

template. requirements of the uniform template for data reporting within the
SERFF system, including basic trending reports. Completed

PART II: HEALTH INSURANCE RATE DATA COLLECTION

ADOI has submitted its C1Q3 data through HIOS on July 15, 2011, using a download from
SERFF. The SERFF download for C1Q3 accurately represents all of ADOI’s reportable
filings. As before, please note that SERFF Tables C — E do not show any filings for Arizona
because ADOI does not receive any group rate filings.
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ATTACHMENTS

Description

Substantive Review Results Summary — Individual Rate Filings
Assessment of actuarial certification as tool for reviewing individual
rate filings

PowerPoint presentation for ADOI meeting with industry stakeholders
on June 23, 2011

Mercer summary of information and variations in small group
submissions for 2009 and 2010.

Draft changes to the existing filing requirements for new individual
rates.

Draft changes to the existing filing requirements for individual rate
revisions.

Draft template for a standardized small group annual actuarial
certification.

Draft templates for the annual submission of small group base
premium and index rates with cover letter.

Summary and analysis of survey data.

Publicity contacts for consumer meetings in May and June, 2011
ADOI PowerPoint presentation for consumer meetings in May and
June, 2011

Roster and minutes for April 14, 2011 Transparency Team meeting
Updated budget spreadsheet
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ADOI Milestone 1.B.iii. Final
Filing Reviews - Rate Filings
Substantive Review Results Summary - Rate Filings*
Number of Filings Percent of Filings

Review Criteria Pass>* | Fail? Total Pass®> | Fail® Total

Review Checklists
Filing satisfied requirement to complete Individual Health Rate Filing 0 0 0
Review Checklist and Forms Checklist, if applicable 1 25 26 4% 96% 100%

Certification of Qualified Actuary (Form P-124)
P-124 form signed by credentialed actuary 24 2 26 92% 8% 100%
Filing satisfied P-124 form for Anticipated Loss Ratio requirement 20 6 26 77% 23% 100%
F|I|r_19_ satisfied all req_uweme_nts for documentation in support for 17 9 26 65% 35% 100%
Anticipated Loss Ratio requirement
Filing satisfied P-124 form requirement 17 9 26 65% 35% 100%
Filing satisfied all requirements for documentation in support for 0 0 0
Anticipated Loss Ratio requirement and P-124 form 11 15 26 42% 58% 100%

Actuarial Memorandum
Fllmg Actuarial Memorandum contained no other potential areas for 3 23 26 1% 88% 100%
review follow-up

Summary
E)l::g\glgviapssed all review criteria and did not contain areas for potential 0 26 26 0% 100% 100%

Notes:

1) A substantive review was completed for filings submitted between November 1, 2010 and April 30, 2011. The review was based on the filing

status as of the date a filing was downloaded from the SERFF website.

2) Pass/Falil statistics are based on Mercer's substantive review and does not reflect compliance status with Arizona law.

Mercer Page 1 of 3
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ADOI Milestone 1.B.iii. Final
Filing Reviews - Form/Rate Filings
Substantive Review Results Summary - Form/Rate Filings*
Number of Filings Percent of Filings

Review Criteria Pass>* | Fail? Total Pass> | Fail> | Total

Review Checklists
Filing satisfied requirement to complete Individual Health Rate Filing 0 0 0
Review Checklist and Forms Checklist, if applicable 21 17 38 55% 45% 100%

Certification of Qualified Actuary (Form P-124)
P-124 form signed by credentialed actuary 28 10 38 74% 26% 100%
Filing satisfied P-124 form for Anticipated Loss Ratio requirement 32 6 38 84% 16% 100%
F|I|r_19_ satisfied all req_uweme_nts for documentation in support for 17 21 38 45% 5506 100%
Anticipated Loss Ratio requirement
Filing satisfied P-124 form requirement 27 11 38 71% 29% 100%
Filing satisfied all requirements for documentation in support for 0 0 0
Anticipated Loss Ratio requirement and P-124 form 13 25 38 34% 66% 100%

Actuarial Memorandum
Fllmg Actuarial Memorandum contained no other potential areas for 17 21 38 45% 55% 100%
review follow-up

Summary
E)l::g\glgviapssed all review criteria and did not contain areas for potential 5 33 38 13% 87% 100%

Notes:

1) A substantive review was completed for filings submitted between November 1, 2010 and April 30, 2011. The review was based on the filing

status as of the date a filing was downloaded from the SERFF website.

2) Pass/Falil statistics are based on Mercer's substantive review and does not reflect compliance status with Arizona law.
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ADOI Milestone 1.B.iii.
Filing Reviews - Rate and Form/Rate Filings

Final

Substantive Review Results Summary - Rate and Form/Rate Filings*

Number of Filings Percent of Filings
Review Criteria Pass>* | Fail? Total Pass> | Fail> | Total
Review Checklists
Filing satisfied requirement to complete Individual Health Rate Filing 0 0 0
Review Checklist and Forms Checklist, if applicable 22 42 64 34% 66% 100%
Certification of Qualified Actuary (Form P-124)
P-124 form signed by credentialed actuary 52 12 64 81% 19% 100%
Filing satisfied P-124 form for Anticipated Loss Ratio requirement 52 12 64 81% 19% 100%
F|I|r_19_ satisfied all req_uweme_nts for documentation in support for 34 30 64 5306 47% 100%
Anticipated Loss Ratio requirement
Filing satisfied P-124 form requirement 44 20 64 69% 31% 100%
Filing satisfied all requirements for documentation in support for 0 0 0
Anticipated Loss Ratio requirement and P-124 form 24 40 64 38% 63% 100%
Actuarial Memorandum
Fllmg Actuarial Memorandum contained no other potential areas for 20 44 64 31% 69% 100%
review follow-up
Summary
E)l::g\glgviapssed all review criteria and did not contain areas for potential 5 59 64 8% 92% 100%

Notes:

1) A substantive review was completed for filings submitted between November 1, 2010 and April 30, 2011. The review was based on the filing

status as of the date a filing was downloaded from the SERFF website.

2) Pass/Falil statistics are based on Mercer's substantive review and does not reflect compliance status with Arizona law.

Mercer Page 3 of 3

7/29/2011
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1

Measurable objective No. 1.B.iv
“Based on the conclusions developed in Milestone 1.B.iii, summarize and report to ADOI
the specific reasons for non-compliance.”

This is one of several measurable objectives in the contract between the Arizona
Department of Insurance (ADOI) and Mercer Government Human Services Consulting
(Mercer) for work under Arizona’s Grant for Health Insurance Premium Review — Cycle I.

Milestone 1.B.iv.

“if the conclusion in the previous milestone (1.B.iii) is that the ADOI generally cannot rely
on the actuarial certification, determine the reasons why."

Mercer 1
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2

Background

Mercer, a part of Mercer Health & Benefits LLC, has conducted a substantive review for
individual health insurance rate filings submitted with ADOI. The substantive review
process was completed for 100% of administratively complete initial rate filings and at
least 75% of rate revisions, as defined and required in Milestone 1.B.ii.

The criteria and process utilized in the substantive review were developed by Mercer
based on form/rate and rate filing requirements for individual health insurance policies.
These were developed based on interaction with the ADOI staff and Mercer’s
professional experience. The basis for the criteria and process included descriptive
requirements found in ADOI rate filing instructions, ADOI review requirements checklists,
Certification of a Qualified Actuary (P-124) form, Arizona Administrative Code documents
and Actuarial Standards of Practice (ASOPs). The criteria and process was described
and detailed as an outcome under Milestone 1.B.i.

The substantive review process was based on rate-filing documents downloaded from
the System for Electronic Rate and Form Filing (SERFF). SERFF sponsorship is made
through the National Association of Insurance Commissioners (NAIC) and ADOI. This
initial step narrowed the scope of filings isolated for review based on Type of Insurance
(TOI) designation. A summary list of the filings reviewed is provided in Appendix A. It
includes TOI description and form/rate and rate-filing designation. The list for the types of
insurance filings reviewed is identified in the top section of the table in Appendix A. The
substantive review covered 100% of all administratively complete initial filings of the
insurance types submitted between November 1, 2010 and April 30, 2011, and at least
75% of revision filings as required in the milestone/objectives. Additional reviews were
made based on filings with significant volume.

The review was based on the status of filings downloaded from SERFF in February and

April of 2011. A total of 70 filings were covered in this substantive review process. This
included 38 form/rate filings and 32 rate filings. Rate filings consisted of rate revisions of

Mercer
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previously approved forms and rates, while form/rate filings usually reflected the initial
introduction of a policy form and rates in the Arizona market.

The rate filings Mercer reviewed represented 64 of the filings from 36 different
companies representing 151,307 Arizona policyholders. A few filings in SERFF included
multiple Certification of a Qualified Actuary (P-124) forms and Actuarial Memoranda.
These were segmented into separate reviews in the substantive review process to total
70 filings for potential review. Individual health major medical TOI denoted the most
significant share of rate filings representing 16 of the 32 filings. Several of these rate
filings represented closed blocks of business. For form/rate filings, 26 of the 38
represented either hospital indemnity coverage or specified disease coverage with
limited benefits TOIs.

Arizona Administrative Code R20-6-607 listed as Appendix B was a primary guide in the
substantive review process. Arizona law does not require ADOI approval in the individual
health insurance market. Individual health insurance policy forms in Arizona are subject
to a “file and use” system. Under ARS Section 20-1110 Approval of Forms (Appendix C),
policies must be filed at least 30 days prior to their first use, and are deemed approved if
not disapproved within that time. A review standards checklist sets forth a description of
each legal requirement applicable to the form, the legal authority for each requirement
and pertinent commentary, and includes a space for the filer to identify where in the form
the element relating to those requirements can be found. The Health Insurance Rate
Filing Review Requirements Checklist is required for all filings and an additional forms
checklist is required to be submitted for form/rate filings.

The ADOI also provides guidance on rate-filing submission documentation by way of
Rate Filing Instructions, including transmittal and certification form instructions.
Documentation requested includes the Certification of Qualified Actuary (P-124) form
with the attestation of a qualified actuary. The certification includes an attestation of the
reasonableness of benefits in relation to premium charged and attestation that the
anticipated loss ratio submitted is expected to develop over the period for which the rates
are computed to provide coverage. The form includes several other requirement
elements for filing support information.

It should be noted that rate filings generally differed from the form/rate filing counterpart
due to the existence of historical experience and the absence of the policy form filing
requirement. The following section summarizes and describes the observed variation as
it relates to the filings for individual insurance actuarial certifications. The results of our
findings are summarized and provide ADOI information to evaluate the compliance
certification process for individual health insurance business in Arizona.
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3

Observed variation in filings

Anticipated loss ratio

Anticipated loss ratio information was required and detailed in the following three
citations:

Arizona Administrative Code R20-6-607: Reasonableness of

Benefits in Relation to Premium Charged

“C. General contents of all rate filings. Each rate submission shall include an
actuarial memorandum describing the basis on which rates were determined and
shall indicate and describe the calculation of the ratio, hereinafter called “anticipated
loss ratio,” of the present value of the expected benefits to the present value of the
expected premiums over the entire period for which rates are computed to provide
coverage.”

“H. Rate revisions. With respect to filings of rate revisions for a previously approved
form, benefits shall be deemed reasonable in relation to premiums provided both the
following loss ratios meet the standards in subsection (F) above.

1. The anticipated loss ratio over the entire future period for which the revised rates
are computed to provide coverage;

2. The anticipated loss ratio derived by dividing (a) by (b) where a. is the sum of the
accumulated benefits, from the original effective date of the form or the effective date
of this regulation, whichever is later, to the effective date of the revision, and the
present value of future benefits, and b. is the sum of the accumulated premiums from
the original effective date of the form or the effective date of the regulation, whichever
is later, to the effective date of the revision, and the present value of future
premiums.”
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Rate filing instructions

“Arizona requires the most recent five (5) years contiguous experience data for each
form number. If experience is combined for several forms, each form included must
be identified. The current, cumulative and anticipated loss ratios should also be
included.”

Certification of a Qualified Actuary (P-124) form

“7. The basis upon which the proposed rates were determined and the calculation of
the anticipated loss ratio is as follows (include the Actuarial Memorandum required
under AAC R20-6-607 as a supplemental exhibit.):

Variation

Mercer observed significant variation in the filed actuarial memoranda for individual
filings. Documentation deficiency in meeting Anticipated Loss Ratio Standard was noted
as form/rate filings were required to meet the standard over the entire future period of the
rates. For rate revision filings, the standard was based on the entire future period of the
revised rates, as well as the historical period from the first issue date of the policy.

In our review of the carriers’ development and submission of the anticipated loss ratio
metric, we found that many form/rate and rate filings only included responding to the
actuarial certification form question that “The anticipated loss ratio based on the rates
proposed under this rate submission is x %", with a value for “x” expressed for
compliance purposes without detail or description as to the methods and processes used
to determine compliance with the law. Though such a response my be found compliant
with the administrative code that only specifies a “memorandum describing the basis on
which rates were determined and shall indicate and describe the calculation of the ratio”,
Mercer did not consider these types of certifications to be compliant based on specific
direction in the P-124 form requesting the calculation of the anticipated loss ratio.

Some certifications were very explicit in illustrating the anticipated loss ratio over the
future period and from the original effective date of the form through the future period.
Mercer considered filings that showed the calculated results without the actual
calculations to be compliant based on this actuarial memorandum compliance
information. Many of the form/rate filings only expressed the anticipated loss ratio without
value calculation results. These filings were viewed as non-compliant. The anticipated
loss ratio provided in some filings was shown as a range of results (between 68% and
78%) or only showed the anticipated loss ratio was greater than 55% (>55%), the
minimum specified by law. These also were viewed as non-compliant.

Statutory requirements

To determine compliance, Mercer verified that the actuarial memorada contained
sufficient support for developing the anticipated loss ratio filed in the actuarial
certification. In addition, Mercer verified that the supporting information represented time
periods under review which included the entire period for which rates are computed to
provide coverage. In some filings there was an expressed projected rate period for the
future rates. In other filings, the future rate period was not specified, which conveyed that
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the rates filed did not have an end date and were to be effective until another rate
adjustment filing was made. The review period also applied to the historical period for
rate revisions based from the original effective date of the form or the effective date of
the regulation.

Based on the criteria above, several filings were not in compliance with the anticipated
loss ratio requirement due to a lack of specific support for the anticipated loss ratio
calculation. This observation is based on Mercer’s interpretation that explicit premiums
and claim losses and/or annual loss ratios should be reported in support of meeting
anticipated loss ratio requirements. Eleven of the 32 rate filings either showed some
inaccuracy in reporting anticipated loss ratio data or lacked one or more data elements to
sufficiently support the anticipated loss ratio outcomes. For form/rate filings, 21 of the 38
either showed some inaccuracy in reporting anticipated loss ratio data or lacked one or
more data elements to sufficiently support the anticipated loss ratio outcomes.

Rate filing checklists

DOI Review Requirements Checklists

"The DOI Review Requirements Checklists are intended to aid insurers in preparing
filings that comply with regulatory requirements. The checklists identify the specific
standards that the DOI analysts will apply to form, advertising and rate filings to
determine whether filings comply with applicable Arizona law.... All insurers are
required to submit the appropriate Review Requirement Checklist with all product
filings. If the appropriate checklist does not accompany the submission, the filing will
be regarded as incomplete and will be returned.”

The checklists include the following items:

= Complete rate history, including dates filed

= Schedule of current and requested rates

» Arizona and nationwide specific loss experience, including earned premium,
losses paid and losses incurred

» Exhibit demonstrating how rate revision was calculated

= A trend worksheet exhibiting development and calculation of annual trend

= Number of Arizona and nationwide policyholders affected by filing

» Scope and reason for rate revision

» Expected average effect of premiums

= Does rate revision apply to new business only, inforce policies only or both?

= |s this a closed block of business?

= Accreditation of actuary (Form P-124)

Variation

The Health Insurance Rate Filing Review Requirements Checklist is required to be
submitted for all filings, and an additional forms checkilist is required to be submitted for
form/rate filings. Mercer observed variation in the way responses were made for the Rate
Filing Review Requirements Checklist and the forms checklist. The review covered
checklist reference inputs and documentation support for the listed checklist item.
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The checklists have a space for the filer to identify where in the form the element relating
to those requirements can be found. Responses were to be made based on referencing
the name of the form, page and paragraph that the reviewer could use to find the reply to
the checklist reference. Many checklist responses to individual items did not have
specific form, page and paragraph identification, but used some other form of response
such as “We comply,” “In compliance” or “Yes” as responses. In other instances, a
specific response was lacking for some checklist cells. The occasions in which a lack of
a response was noted was primarily attributed to rate checklist item #1 in which
documentation confirmation of certification to the reasonableness of benefits in relation
to premium charged (Arizona Administrative Code Section R 20-6-607) was requested.
Though a given checklist did not have a response for this checklist element, a further
review found that in all non-response checklist occurrences, the P-124 form filed with the
checklist did include this certification. Checklist comment on “applies to individual
disability insurance policy forms and rates” may have been responsible for this lack of
response for this checklist item, with filers misinterpreting “disability insurance” as
“disability income insurance” instead of understanding that it included other forms of
health insurance.

Other additional variations observed for checklist items are listed below:

= Not all filings included a schedule of current and requested rates (rate checklist #2).

* Not all filings demonstrated how the rate revision was calculated (rate checklist #5).

= Not all filings included a trend worksheet exhibiting development and calculation of
annual trend (rate checklist #6).
— Atrend factor was provided in some filings without trend support documentation.

= Not all filings included a scope and reason for the rate revision (rate checklist #9).

= Not all filings included Arizona and nationwide specific loss experience for earned
premium, losses paid and losses incurred (rate checklist #3 and #4)

= Not all filings included explanation for the rating factors used and the effect they have
on rates.

Statutory requirements

For the purposes of this review, Mercer determined if the statutory requirements were
satisfied with the rates checklists to include the following description of each of the types
of documentation that are required to be included with all rate filings. Mercer utilized
these definitions based on the rate filing instruction parameters provided below as the
basis for rate filing checklist details.

Development of rates for new form: A description of the formulation of new rates and
an actuarial validation of the methodology and assumptions used is required for all rate
filings relating to new forms. An explanation of all factors that affected the development
of those rates must also be included.

Development of rate revision: A justification for any rate revision, a demonstration of
how the rate changes were calculated and an actuarial validation of the methodology
used must be included with all rate renewals. If no change of the rates is requested,
justification of that conclusion is required.
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Trend development worksheet: A trend worksheet exhibiting the development and
calculation of the annual trend from the different factors, such as inflation, utilization,
change in medical costs, etc., must be included with each filing. Each of the factors that
were involved in the annual trend computation must also be described and supported.

Rate history: A complete rate history, including dates of rate changes and the
percentage of each change. The rate history may also include the ratio of actual claims
to the claims expected.

Explanation of load factors: All load factors, such as age/sex, area factors, weight,
etc., that apply to the new or revised rates must be substantiated by an explanation of
the purpose of its use and the effect they have on rates.

Explanation of expense increases: If premiums are increased, any proportionate
increase in any expense category, such as administrative, agent commissions, reserves,
etc., must be justified. Any such justification must identify which expenses are fixed and
which are variable. Also, the trend used for computing expenses must be appropriate.
The trend percentage that is used in the benefit calculation is not considered appropriate
for expenses.

Schedule of rates:

A rate schedule must be submitted which shows the amount to be charged to the insured
persons. For rate revisions, the current rates must be submitted along with the proposed
rates, showing how the change was applied. In addition, if a company chooses to file a
rate formula, a sample calculation showing how the current rate and the proposed rate
are each determined for a typical renewing enrollee should be demonstrated.

In summary, 59 of the total 64 rate filings had one or more elements missing and could
be interpreted as not being in compliance based on all requirements of the administrative
law code, rate filing instructions, checklists, certification of a qualified actuary and
actuarial standards of practice. This includes elements that were only partially submitted
or not submitted at all. Checklists and health care rate development factors lacked
proper disclosure for many filings. Mercer found this to be the primary reason many of
the filings did not pass. Deficiencies in properly completing the review requirement
checklists were noted in the review details previously provided; however, a filing failing
the checklist submission portion could have submitted proper substantiation when other
documentation was reviewed. As previously noted, this happened frequently when the
non-response to the reasonableness of benefits checklist item #1 was actually found to
have a response confirmed and fulfilled in the P-124 certification document. Checklist
non-disclosure for the reasonableness of benefits certification is a reason a filing may not
pass, though the certification may have been contained in the P-124 document.
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Certification/additional results

Additional review items
Other compliance items examined in the substantive review process include the

following elements either as a component of the P-124 form or other document as
listed:

= A history of the most recent five years’ contiguous experience under existing
rates for each plan number.

» The number of members (including number of Arizona-covered lives) enrolled for
each form and the combined enrollment for all forms in the filing.

= Any other additional data, including earned premium and incurred claims used
as base data, benefit/deductible/coinsurance factors, lapse rates and trend
factors.

= Signed certification.

= Review the Actuarial Memorandum that accompanies the rate filing for
consistency with the requirements of Actuarial Standard of Practice No. 8
Regulatory Filings for Health Plan Entities (ASOP 8).

= Other ASOPs as applicable to rate-filing work, including data quality,
measurement of claims liabilities and actuarial communications.

Variation

Arizona Administrative Code R20-6-607 requires a signed certification verifying that the
filing is in compliance with the applicable laws and regulations of the State of Arizona
and that the rates are reasonable in relation to the benefits provided. To be “qualified” as
an actuary for this purpose, a person must be listed in the Actuarial Memberships of the
American Academy of Actuaries. Mercer noted additional observations in the Actuarial
Certification (P-124) form. These additional observations are listed below:

= Several P-124 forms were signed by a non-actuary.
— Individual signing the certification was the person responsible for the rate-filing
submission.
— In such cases, certification in the actuarial memorandum was usually noted to be
signed by an actuary.
= Actuary’s first name shown on the signed actuarial certification was different from the
listed first name in the online Directory of Actuarial Memberships of the American
Academy of Actuaries. Also, the actuary’s employer shown in the Directory was a
sister company to the company for which the rate filing was made. The combination
of these made confirmation of the actuary’s credentials more difficult than for the
typical actuarial certification.
= Form’s first issue date as part of a rate-revision filing was listed as unknown.
= Rate revision did not list the last rate submission date for the form filed and approved
in Arizona.
= Filings did not include number of members enrolled for each form and the combined
enroliment for all forms in the filing.
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Statutory requirements

A review of the actuarial memoranda and support documents for rate form/rate filings
was also made. The Arizona Administrative Code requires that each rate submission
include an actuarial memorandum describing the basis on which rates were determined.
No further detailed description pertaining to the actuarial memorandum content is
provided by the administrative code.

Mercer observed additional variation in the actuarial support for individual rate filing
certifications. These observations are not explicitly identified in regulation and, therefore,
would not be used to determine compliance with the law. These other issues noted in the
substantive review process include the following:

* Not all filings included a description of the formulation of new rates.

= Not all filings identified the sources of the information used for rate development.

= Some filings were deficient in the explanation of rating factors (age/gender, area,
tobacco use smoking, persistency factors, health discounts/loads, credibility). Not all
filings contained supporting material and/or descriptions for rate factors. All load
factors that apply to rates must be substantiated by an explanation of the purpose of
its use and the effect they have on rates.

= Some filings did not report historical data underlying the existing rates, including
premiums, paid losses and incurred losses.

= Some filings had an Anticipated Loss Ratio that did not match the standard for the
coverage type.

= Some filings had a coverage type in the Actuarial Certification that did not match the
coverage type in the Actuarial Memorandum.

= Not all filings had certifications that explicitly identified the annual time period covered
by the certification.
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A

Summary

The summarized information and observations described in the previous sections are
based on Mercer’s review of individual form/rate and rate filings submitted between
November 1, 2010 and April 30, 2011. The substantive review encompassed evaluation
of submitted information for form rate and rate filing checklists, P-124 Actuarial
Certification forms and actuarial memoranda as submissions provided by ADOI. The
filings provided to Mercer are assumed to reflect complete filings as submitted by the
sponsoring insurer. If, through additional review, it is discovered that supporting
documents were filed with ADOI, but were not included as a part of this review, the
results and observations as stated in this report may be amended to reflect any new
information relevant to this review. Mercer also utilized its understanding and
interpretation of Arizona Administrative Code in developing the results and observations
identified in this report. These reviews are not explicitly identified in regulation and
therefore would not be used to determine compliance with the law. The guide for the
substantive review process was based on the ADOI rate filing requested information as
part of rate filing instructions, checklists and forms as well as generally accepted
actuarial standard of practice

The findings and observations detailed in this report identify significant variation in how
the insurers in the individual health insurance market submit actuarial certifications and
documentation in support of individual insurance rate filings. A more detailed tracking of
Mercer’s findings for each individual filing reviewed was provided to ADOI on

May 4, 2011.

Most of the individual filings complied with the vast majority of reporting measures
currently requested. There were many instances in which a filing was not in compliance
with all measures simply because the filing failed to disclose a proper response on the
checklist form or the P-124 form. 42 of the 64 total filings did not include proper
responses to the checklists and 40 of the 64 filings contained inappropriate information
for the P-124 form. Only in a few instances were filings deemed to not be in compliance
because the filing failed to meet anticipated loss ratio standards as set forth in Arizona’s
Administrative Code 20-607.
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Mercer’s conclusion based on its completion of the substantive review process, is
improvement in the rate-filing submissions can easily be achieved for individual filings
based on TOI, using the specific evaluation of the criteria currently used. Mercer intends
to review these findings under the current process with ADOI and discuss
recommendations for potential improvements that could be adopted for enhancement
standardization in the forms and filings. Mercer will also recommend additions or
changes to the existing forms and filings to improve efficiency and dependability to
generate reliable evaluation outcomes for meeting the specific section of the law for
individual insurance. This would include use of these documents in determining whether
individual filing consistency can be centered on current and future regulatory
environment for individual health insurance marketplace. These additional tasks will be
conducted as a part of milestone task 1.B.iv-a.
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TOI REPORT
Date Range: 11/01/10 - 04/30/11
9 [ %
0 RTE | FORWWTE O | cfiiue ouews  pevews | ReVEWs  Reiews  Revews
COMPLETED COMPLETED  COMPLETED | COMPLETED COMPLETED  COMPLETED
HO7! Individual Health - Specified Disease - Limited Benefit 10 13 23 9 13 22 90.0% 100.0% 95.7%
HO8! Individual Health - Intensive Care - Limited Benefit 0 0 0 0 0 0 0.0% 0.0% 0.0%
H10! Individual Health - Dental 3 9 12 1 9 10 33.3% 100.0% 83.3%
H13 Individual Health - Short Term Care 1 2 3 1 2 3 100.0% 100.0% 100.0%
H14! Individual Health - Hospital Indemnity 1 13 14 1 13 14 100.0% 100.0% 100.0%
H15! Individual Health - Hospital/Surgical/Medical Expense 1 1 2 1 1 2 100.0% 100.0% 100.0%
H16! Individual Health - Major Medical 16 0 16 13 0 13 81.3% 0.0% 81.3%
TOTAL 32 38 70 26 38 64 81.3% 100.0% 91.4%
* These filings reflect Form/Rate and Rate filings that could be reviewed as part of the substantive
review process. They exclude advertising and form type filings.
* In some instances, ADOI SERFF filings were split into multiple reviews based on the number of
actuarial certifications/memorandums submitted.
13
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Appendix B

Arizona Administrative Code
CHAPTER 6. DEPARTMENT OF INSURANCE R20-6-607 Reasonableness of
Benefits in Relation to Premium Charged

A. Applicability. This rule shall apply to individual disability insurance (as defined in A.R.S.
8§ 20-253) policy forms and rates.

B. When rate filing is required. Every individual policy form, rider or endorsement form affecting
benefits which is submitted for approval shall be accompanied by a rate filing unless such rider or
endorsement form does not require a change in the rate. Any subsequent addition to or change in
rates applicable to such policy, rider or endorsement form shall also be filed.

C. General contents of all rate filings. Each rate submission shall include an actuarial
memorandum describing the basis on which rates were determined and shall indicate and describe
the calculation of the ratio, hereinafter called “anticipated loss ratio,” of the present value of the
expected benefits to the present value of the expected premiums over the entire period for which
rates are computed to provide coverage. Each rate submission must also include a certification by
a qualified actuary that to the best of the actuary’s knowledge and judgment, the rate filing is in
compliance with applicable laws and regulations of this state and that the benefits are reasonable
in relation to the premiums.

D. Previously approved forms. Filings of rate revisions for a previously approved policy, rider or
endorsement form shall also include the following:
1. A statement of the scope and reason for the revision, and an estimate of the expected
average effect on premiums including the anticipated loss ratio for the form.
2. A statement as to whether the filing applies only to new business, only to in-force business,
or both, and the reasons therefore.
3. A history of the experience under existing rates, including at least the data indicated in
subsection (D). The history may also include, if available and appropriate, the ratios of actual
claims to the claims expected according to the assumptions underlying the existing rates.
Additional data might include: substitution of actual claim run-offs for claim reserves and
liabilities; determination of loss ratios with the increase in policy reserves (other than
unearned premium reserves) added to benefits rather than subtracted from premiums;
accumulations of experience funds; substitution of net level policy reserves for preliminary
term policy reserves; adjustment of premiums to an annual mode basis; or other adjustments
or schedules suited to the form and to the records of the company. All additional data must be
reconciled, as appropriate, to the required data.
4. The date and magnitude of each previous rate change, if any.

E. Experience records. Insurers shall maintain records of earned premiums and incurred benefits
for each calendar year for each policy form, including data for rider and endorsement forms which
are used with the policy form, on the same basis, including all reserves, as required for the
Accident and Health Policy Experience Exhibit to the NAIC annual statement convention blank.
Separate data may be maintained for each rider or endorsement form to the extent appropriate.
Experience under forms which provide substantially similar coverage may be combined. The data
shall be for all years of issue combined, for each calendar year of experience since the year the
form was first issued, except the data for calendar years prior to the most recent five years may be
combined.
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F. Evaluation experience data. In determining the credibility and appropriateness of experience
data, due consideration must be given to all relevant factors, such as:
1. Statistical credibility of premiums and benefits, e.g., low exposure, low loss frequency.
2. Experienced and projected trends relative to the kind of coverage, e.g., inflation in medical
expenses, economic cycles affecting disability income experience.
3. The concentration of experience at early policy durations where select morbidity and
preliminary term reserves are applicable and where loss ratios are expected to be substantially
lower than at later policy durations.
4. The mix of business by risk classification.

G. Anticipated loss ratio standard. With respect to a new form or a currently approved form,
except currently approved noncancelable policy forms, under which the average annual premium
(as defined below) is expected to be at least $200, benefits shall be deemed reasonable in relation
to premiums provided the anticipated loss ratio is at least as great as shown in the following table:
For a policy form including riders and endorsements, under which the expected average annual
premium per policy is $100 or more but less than $200, subtract 5 percentage points from the
numbers in the table above, or if less than $100, subtract 10 percentage points. The average
annual premium per policy shall be computed by the insurer based on an anticipated distribution
of business by all applicable criteria having a price difference, such as age, sex, amount,
dependent status, rider frequency, etc., except assuming an annual mode for all policies (i.e., the
fractional premium loading shall not affect the average annual premium or anticipated loss ratio
calculation). The above anticipated loss ratio standards do not apply to a class of business which
is regulated by specific statutes or regulations mandating loss ratios for such business, e.g.,
Medicare Supplement and Credit Life and Disability.

Definitions of Renewal Clause

OR - Optionally Renewable: renewal is at the option of the insurance company.

CR - Conditionally Renewable: renewal can be declined by the insurance company only for
stated reasons other than deterioration of health.

GR - Guaranteed Renewable: renewal cannot be declined by the insurance company for any
reason, but the insurance company can revise rates on a class basis.

NC — Non-Cancelable: renewal cannot be declined nor can rates be revised by the insurance
company.

H. Rate revisions. With respect to filings of rate revisions for a previously approved form,
benefits shall be deemed reasonable in relation to premiums provided both the following loss
ratios meet the standards in subsection (F) above.

1. The anticipated loss ratio over the entire future period for which the revised rates are computed
to provide coverage;

2. The anticipated loss ratio derived by dividing (a) by (b) where a. Is the sum of the accumulated
benefits, from the original effective date of the form or the effective date of this regulation,
whichever is later, to the effective date of the revision, and the present value of future benefits,
and b. Is the sum of the accumulated premiums from the original effective date of the form or the
effective date of the regulation, whichever is later, to the effective date of the revision, and the
present value of future premiums. Such present values shall be taken over the entire period for
which the revised rates are computed to provide coverage, and such accumulated benefits and
premiums to include an explicit estimate of the actual benefits and premiums from the last date as
of which an accounting has been made to the effective date of the revision. Interest shall be used
in the calculation of these accumulated benefits and premiums and present values only if it is a
significant factor in the calculation of this loss ratio.
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Appendix C

Arizona Revised Statutes — Title 20 Insurance —20-1110. Approval of forms

A. Any life or disability insurance policy form, life or disability insurance application form where
written application is required and is to be made a part of the policy and printed rider or
endorsement form, shall not be delivered or issued for delivery in this state by a life or disability
insurer unless it has been filed with and approved by the director. The director may also require
that proof of death or loss forms shall be filed with and approved by the director.

B. This section shall not apply to policies, riders, endorsements or forms of unique character
designed and used for insurance on a particular subject, or that relate to the manner of distribution
of benefits or to the reservation of rights and benefits under life or disability insurance policies,
and are used at the request of the individual policyholder, contract holder or certificate holder.

C. Every filing shall be made not less than thirty days in advance of any delivery. The form is
approved thirty days after filing unless the director has, within the thirty day period, issued an
order affirmatively approving or disapproving the form. The director may extend by not more
than an additional fifteen days the period for review of the form, by giving notice of the extension
before expiration of the initial thirty day period. The director may at any time, after notice and for
cause shown, withdraw the director's approval.

D. Any order of the director disapproving the form or withdrawing a previous approval shall state
the reasons for the action.

E. A life or disability insurer shall not issue or deliver any advertising matter or sales material to
any person in this state until the life or disability insurer files the advertising matter or sales
material with the director. This subsection does not require a life or disability insurer to have the
prior approval of the director to issue or deliver the advertising matter or sales material. If the
director finds that the advertising matter or sales material, in whole or in part, is false, deceptive
or misleading, the director may issue an order disapproving the advertising matter or sales
material, directing the life or disability insurer to cease and desist from issuing, circulating,
displaying or using the advertising matter or sales material within a period of time specified by
the director but not less than ten days and imposing any penalties prescribed in this title. At least
five days before issuing an order pursuant to this subsection, the director shall provide the life or
disability insurer with a written notice of the basis of the order to provide the life or disability
insurer with an opportunity to cure the alleged deficiency in the advertising matter or sales
material within a single five day period for the particular advertising matter or sales material at
issue. The life or disability insurer may appeal the director's order pursuant to title 41, chapter 6,
article 10. Except as otherwise provided in this subsection, a life or disability insurer may obtain a
stay of the effectiveness of the order as prescribed in section 20-162. If the director certifies in the
order and provides a detailed explanation of the reasons in support of the certification that
continued use of the advertising matter or sales material poses a threat to the health, safety or
welfare of the public, the order may be entered immediately without opportunity for cure and the
effectiveness of the order is not stayed pending the hearing on the notice of appeal but the hearing
shall be promptly instituted and determined.

F. The director may, by order, exempt from the requirements of this section for so long as the
director deems proper any insurance document or form as specified in the order, to which, in the
director's opinion, this section may not practicably be applied, or the filing and approval of which
are, in the director's opinion, not desirable or necessary for the protection of the public.
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G. This section shall apply also to any form used by domestic insurers for delivery in a
jurisdiction outside this state, if the insurance supervisory official of that jurisdiction informs the
director that the form is not subject to approval or disapproval by that official, and on the
director's order requiring the form to be submitted to the director for the purpose. The applicable
same standards shall apply to these forms as apply to forms for domestic use.

Mercer
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Process
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— Options for Improvement
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ptions for Improvement

Follow-Up Industry Meeting in July
Questions and Feedback





Overview of Grant Program

Purpose: Increase the Transparency and
Effectiveness of ADOI’'s Rate Review

$550,441

Grant period August 9, 2010 -
September 30, 2011

Created three temporary full-time staff
positions

Retained Mercer as actuarial consultants





ADOI GRANT OBJECTIVES

m [ransparency

— Improve Public Access to Meaningful
Information

m Effectiveness of Compliance Review

— Evaluate Current Rate Oversight
Process

— As Appropriate, Modify Current Process
— Enhance Process, Not Expand Authority





TRANSPARENCY

m Find Out the Meaning of “Meaningful”
— Explain Current System
— Ask for Suggestions and Priorities

m Meaningful Information

: |

Key Indicators (Snapshots)





TRANSPARENCY ACTIVITIES

® " [ransparency Team™

m Eight Consumer Meetings, Statewide.
— Six on Rate Review in General
— Two Focused on Actual Filings/Submissions

m On-line Survey: 392 Responses
m On-line FAQs
m Dedicated E-mail Address






TRANSPARENCY IN FILINGS:
CONSUMERS WANT TO KNOW...

B How often/how much has my company
raised rates In the last few years?

m \What are the main reasons my.
company raised rates this year? (And
keep It simple!)

® How many other people/groups are
getting an increase?





TRANSPARENCY IN FILINGS:
CONSUMERS WANT TO KNOW...

B The company told my agent the
average rate increase would be 10%.
Why did my premium go up 25%?7?

m\Why did my premium go up? | never
go to the doctor!

m Is my increase higher or lower than
other Increases?





TRANSPARENCY AT LARGE:
CONSUMERS WANT TO KNOW...

B How much does Arizona law allow
Insurers to raise rates?

m Is my rate increase legal?

m\Why doesn’t ADOI stop insurers from
raising rates?





EFFECTIVENESS

m Current Review Process

— Individual Rate Filings
= ARS § 20-1342.02
= AAC R20-6-6-7
— Small Group Rate Submissions
= Annual Actuarial Certification
ARS § 20-2311(E)
= Annual Base Premium and Index Rates
ARS § 20-2311(G)
— No HMO Review; No Large Group Review.





CURRENT ADOI COMPLIANCE
REVIEW - INDIVIDUAL

B “Form/Rate” Filing: Insurers must file
rates with every new policy form.

— ADOI approves or disapproves filing

m “Rate” or “Rate Revision” Filing: Insurers
must file every rate revision before
Implementing It.
— ADOI files or rejects the filing

m ADOI practice Is to give an opportunity to
correct before disapproving or rejecting.





CURRENT ADOI COMPLIANCE
REVIEW - INDIVIDUAL

m Administrative Requirements
— Checklist
— Actuarial Certification (P-124)

— Actuarial memorandum, as required by
rule.

m Administrative review based primarily
on the checklist and P-124. Is
everything there?





CURRENT ADOI COMPLIANCE
REVIEW - INDIVIDUAL

m Statutory Substantive Standard — Benefits may not
be “unreasonable in relation to the premium
charged.”

m Standard in Rule — Benefits deemed reasonable if
the filing show a certain anticipated loss ratio (ALR)
— ALR for most major medical filings = at least as great as
55%

— Contents of filings

= Actuarial memorandum “shall describe or indicate the calculation
of the [ALR].”

= Expected average effect on premium
= Rate history and experience





CURRENT ADOI COMPLIANCE
REVIEW - INDIVIDUAL

B Substantive review based primarily on the
P-124.

— No. 3(d). What is the average rate increase
requested for this revision? %

— No. 5. The anticipated loss ratio standard
required by AAC R20-6-607 for this type of
coverage and form is %.

—No. 6. The anticipated loss ratio based on
the rates proposed under this rate submission
IS %.





ACTUARIAL EVALUATION OF CURRENT
REVIEW PROCESS — INDIVIDUAL

B Substantive Reviews
— Form/Rate Filings
— Rate Revision Filings

m Compliance with AAC R20-6-607

m Accuracy In completing P-124 Form

m Compliance with Checklist Standards, Rate
Filing Instructions and Actuarial Standards
of Practice





ACTUARIAL EVALUATION OF CURRENT
REVIEW PROCESS — INDIVIDUAL

B Some Elements Reviewed — Form/Rate
and Rate Revision Filings
— Response to Checklist Standards

— The Anticipated Loss Ratio (ALR) that Applies
to this Type of Form

— The ALR Based on the Rates Proposed
— Certification by Qualified Actuary





ACTUARIAL EVALUATION OF CURRENT
REVIEW PROCESS — INDIVIDUAL

m Some Elements reviewed — Form/Rate and
Rate Revision Filings (cont’d)

— The basis for the proposed rates and the
calculation of the ALR Iin the Actuarial
Memorandum

— Trend Development
— Explanation of Load Factors





ACTUARIAL EVALUATION OF CURRENT
REVIEW PROCESS — INDIVIDUAL

B Some Elements Reviewed — Form/Rate
Filings Only
— A Description of the Formulation of New Rates

— An Actuarial Validation of the Methodology
and Assumptions

— An Explanation of Factors Used
— Schedule of Amounts to be Charged.





ACTUARIAL EVALUATION OF CURRENT
REVIEW PROCESS — INDIVIDUAL

m Some Elements Reviewed —Revisions Only.
— Scope and Reason for Rate Revision
— Experience/History as Required by the Rule
— Expected Average Effect on Premiums
— Number of Affected Policy-Holders

— How the Changes Were Calculated and
Actuarial Validation of the Methodology

— Current/Proposed Rates, Showing How the
Change was Applied





ADOI SUMMARY OF
EVALUATION - INDIVIDUAL

m Total of 63 Filings
— 25 Rate Revisions
— 38 Form/Rates

m Checklist Complete: 22 out of 63 Filings.
— For rate revisions: 1 out of 25 filings.

m Actuarial Certification (P-124) Complete: 43 out
of 63 Filings.

m P-124 Requirements Are Ambiguous.
— E.qg., Question 7: What Is “average rate increase?”





ADOI SUMMARY OF
EVALUATION - INDIVIDUAL

m Actuarial Memorandum Adequately
Supports Rate and Actuarial Certification
(P-124): 24 out of 63 Filings

mActuarial Memorandum
Describes Calculation of ALR:
33 out of 63 Filings





ADOI SUMMARY OF
EVALUATION - INDIVIDUAL

m Anticipated Loss Ratio (ALR) Stated
as a Numerical Value: 52 out of 63
Filings.

— Examples of Numerical Value:
= 75%
= 69.3%
—Numerical Value #:
=2 55%0 or > 65%
= 72% to 84%





INDIVIDUAL RATE FILINGS:
OPTIONS 777

m Discontinue Checklist
AND

m Develop Actuarial Memorandum Template,
for example:
— Section 1. Scope and Reason for Rate Revision
— Section 2. Loss Experience
— Section 3. 5 year history

— Section 4. Factors (“applicable criteria™), e.g.
Age, Sex, Dependent Status, et. al.

— Section 5. Description of Calculation of ALR





INDIVIDUAL RATE FILINGS:
OPTIONS 777

— Separate Template For New Rates and Rate
Revisions

m Revise P-124, for example:

— Require Numerical Value ALR. No carrots; no
ranges.

— Standardized “Average Rate Increase” such as
HHS Weighted Average

— Separate P-124 For New Rates and Rate
Revisions





INDIVIDUAL RATE FILINGS:
OPTIONS 777

— P-124 as a Place for Transparency
Key Indicators

= Factors in Determining Rate Changes
= Recent Rate History

= Meaningful Information about the
Increase, Other Than the Average

—Minimum and Maximum Increase?





CURRENT ADOI COMPLIANCE
REVIEW -SMALL GROUP

m Completely Different Regulatory
Requirements Than Individual

— Annual Actuarial Certification of
Compliance With Statutory

Requirements (ARS § 20-2311(E))

—Annual Filing for “Informational
Purposes” of Base Premium and Index
Rates (ARS § 20-2311(G))





CURRENT ADOI COMPLIANCE
REVIEW -SMALL GROUP

m Annual Actuarial Certification (ARS § 20-
2311(E))

— Log in submissions

— Ad hoc review, In response to complaints,
guestions or public record requests

— Last comprehensive compliance check was in
2007.

m Annual Base Premium and Index Rates
(ARS § 20-2311(G))

— Same as above





ACTUARIAL EVALUATION OF
SUBMISSIONS — SMALL GROUP

m Review Process

— Data sources
= ARS § 20-2311
= CY2009 and CY 2010 actuarial certifications
= Accompanying base premium rates and index rates

— Process
= Develop consistent review criteria
= Uniform application of criteria





ACTUARIAL EVALUATION OF
SUBMISSIONS — SMALL GROUP

m Criteria

_ ARS § 20-2311(E)

= Statement of compliance with the applicable
provisions of this article

= Statement that the rating methods are actuarially
sound

= Annual certification by a MAAA

= Conducted a review of the records, assumptions
and methods utilized in developing premium rates





ACTUARIAL EVALUATION OF
SUBMISSIONS — SMALL GROUP

m Review Process

— Outcomes
= Summarize results
= |dentify areas for improvement
= Propose changes, standardization

— Notes

= This was not a review of the actual premium
calculations, methodology or appropriate
application of case characteristics in the small
group market





ADOI SUMMARY OF EVALUATION
ACTUARIAL CERTIFICATION

m [otal of 42 Submissions in 2009 and 2010

H 42 out of 42 state that the company
complies with “applicable provisions of this
article” (ARS § 20-2311(E)(1)).

m 37/ out of 42 state that the company’s
“rating methods are actuarially sound.”
(ARS § 20-2311(E)(2))





ADOI SUMMARY OF EVALUATION
- ACTUARIAL CERTIFICATION

m 13 out of 42 stated that the actuary
conducted the review required by ARS §

20-2311(E) of:
— Appropriate records

— Actuarial assumptions of the company.

— Methods used to establish small group rates.





ADOI SUMMARY OF EVALUATION
- ACTUARIAL CERTIFICATION

m \Variation In the statements of
compliance

— Statements of compliance with each
subsection of ARS § 20-2311

— Qualified statements of compliance,
identifying reliance on other parties

— The purpose of the certification





ADOI SUMMARY OF EVALUATION
- ACTUARIAL CERTIFICATION

—NAIC number not always given

— Annual certification period not always
identified

— Explicit statement of compliance with
ASOP #26

— The signing actuary’s gualifications





ADOI SUMMARY OF EVALUATION
- ACTUARIAL CERTIFICATION

—Various explicit statements about
components of review

= A review of system edits

= A review of actuarial assumptions and rating
methods

= New business versus renewal business
processes

= The number of policies reviewed

= |[dentifying non-compliance and remedial
action





ADOI SUMMARY OF EVALUATION -
BASE PREMIUM/INDEX RATES

m [otal of 42 Annual Certifications
Submitted in 2009 and 2010

m 20 out of 42 Filed Base Premium AND
Index Rates.

m9 out of 42 Filed Base Premium OR
Index Rates, but Not Both.





ADOI SUMMARY OF EVALUATION
BASE PREMIUM/INDEX RATES

m Of the 29 that submitted one or both
rates, 17 filed a single rate for each.
12 filed multiple rates for each.

m 13 out of 42 filed neither base
premium nor index rates.

—22% ofi 2009 small group market.

—3 out of the 13 attached rate manuals
but did not point out the base premium
or index rates.





SMALL GROUP SUBMISSIONS
OPTIONS 777

m Develop Annual Certification
Template, for example:

— Statement that the company complies
with applicable provisions of this article

— Statement that the company’s “rating
methods are actuarially sound.”





SMALL GROUP SUBMISSIONS
OPTIONS 777

— Statement that actuarial review
Included:

= Appropriate Records
= Actuarial Assumptions
= Rating Methods

—Statement ofi Compliance with
ASOP # 26





SMALL GROUP SUBMISSIONS
OPTIONS 777

— NAIC #

—Calendar Year Covered by
Certification

—For Transparency Key Indicators
= Factors In Determining Rates
= Rate Increase History

= Number of policies reviewed and/or
number of covered lives





SMALL GROUP SUBMISSIONS
OPTIONS 777

m Develop Template (Surprise!) for
Base Premium and Index Rates, for
example:

— Effective Date
— Designate Single Rate or Multiple Rates
— Certification by Officer or Actuary





SMALL GROUP SUBMISSIONS
OPTIONS 777

— Transparency Iltems: Is there any way
to make base premium rates and index
rates meaningful to consumers?

= Plain English explanation of base premium

rate and Iindex rate as defined in ARS 8§
20-2301(3) and (14)
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Measurable Objective No. 1.C Arizona Department of Insurance
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Measurable Objective No. 1.C Arizona Department of Insurance

1

Measurable objective No. 1.C

“To determine whether the actuarial certification submission required by

A.R.S. §20-2311(E) is a reliable tool for ADOI to use to determine whether small group
rates in the market comply with the law and, if it is not, to develop a standardized form
that is a reliable tool.”

Milestone 1.C.ii.

“By April 30, 2011, summarize information and variation in A.R.S. § 20-2311(E)
non-standardized actuarial, and in A.R.S. § 20-2311(G) non-standardized base premium
and index rate submissions for calendar year (CY) 2009 and CY 2010.”

Mercer
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2

Background

Mercer Government Human Services Consulting (Mercer), a part of Mercer Health &
Benefits LLC, has reviewed the current applicable state law related to the development of
small employer group premium rates and rating practices as captured in A.R.S. §20-2311.
Mercer has also reviewed a portion of the CY 2009 and CY 2010 small employer group
certification statements, including the base premium and index rate submissions.

For CY 2009, Mercer reviewed 27 small employer group submissions that reflect
approximately 96.5% of the total covered lives in 2009. Two of these submissions identified
that they either do not actively market small group products, or will withdraw from the
Arizona market. For CY 2010, Mercer reviewed 19 small employer group submissions that
reflect approximately 60.4% of the total covered lives in 2009 (a report of covered lives in
2010 was not available during this review). Three of these submissions identified that they
either do not actively market small group products, or will withdraw from the Arizona market.

Arizona law does not require insurers to submit small employer group premium rates;
therefore, the Arizona Department of Insurance (ADOI) does not review any premium rates
for the small group market. However, A.R.S. 820-2311 does provide guidance related to
rating practices and requires the submission of specific documents, including certifications,
base premium rates and index rates.

The following section summarizes and describes the observed variation as it relates to the
submissions for the CY 2009 and CY 2010 small employer group actuarial certifications and
base premium and index rate submissions applicable to A.R.S. § 20-2311(E) and A.R.S. §
20-2311(G), respectively.

It has been observed that there is limited standardization of format or language related to
the actuarial certification, which makes determining compliance with the small group laws
subject to some interpretation. Standardizing the certification would help to enhance the
review process and provide more consistency in determining compliance with the small
group laws.

Mercer
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3

Observed variation in submissions
A.R.S. § 20-2311(E)

Each accountable health plan shall file annually with the director a written statement by a
member of the American Academy of Actuaries or another individual acceptable to the
director certifying that, based on an examination by the individual, including a review of
the appropriate records and of the actuarial assumptions of the accountable health plan
and methods used by the accountable health plan in establishing base premium rates,
index rates and premium rates for small employer health benefit plans:

1. The accountable health plan is in compliance with the applicable provisions of this
article.
2. The rating methods are actuarially sound.

Variation

Mercer observed significant variation in the filed small employer group actuarial
certifications. Most certifications included general statements of compliance without any
detail or description as to the methods and processes used to determine compliance with
the law. Despite the general nature of these certifications, Mercer considered these
types of certifications to be compliant based on indirect, general statements of
compliance.

Other certifications were very explicit in illustrating the testing procedures and review
methods performed, as well as identifying any non-compliance issues discovered during
the review and the remedial action taken to address the situation. Mercer considered
these types of certifications to be compliant based on explicit statements of compliance.

To illustrate the range of variation observed during the review process, the bulleted list
on the following page identifies various topics identified in different certifications. Most
certifications included only a general statement of compliance, but others provided much
more detail to explicitly illustrate how compliance was determined.

Mercer 3
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= General statements of compliance with A.R.S. § 20-2311

= General statements of compliance utilizing the language contained specifically in
A.R.S. § 20-2311(E)

= Explicit statements of compliance with each subsection of A.R.S. § 20-2311

= An opening statement describing the purpose of the certification

= A description of the signing actuary, including their qualifications and role with the
accountable health plan

= Qualified statements identifying reliance on other parties for a portion of the review
process, including other actuarial staff, legal staff and underwriters

= Explicit statements certifying that various components of the rating process have
been reviewed, including:
— Areview of system edits
— Variation in new business versus renewal business processes
— Areview of the actuarial assumptions and rating methodologies
— Quantifying the number of group policies reviewed
— ldentifying specific non-compliance issues identified during the review process
— Providing the remedial action taken to address the situation

= Compliance with the Actuarial Standard of Practice #26

= An explicit statement attesting to the actuarial soundness of the rating practices

= A brief description of the rating procedures utilized to develop premium rates

Examples of specific small employer group actuarial certifications that contained explicit
statements of compliance and more detailed descriptions about the accountable health
plan’s review processes and testing procedures are, National Association of Insurance
Commissioners (NAIC) #73288, NAIC #68420 and NAIC #79413. Some combination of
the various components contained in these certifications could be used to develop a
more standardized small employer group actuarial certification.

Statutory requirements

At a minimum, for the review under A.R.S. § 20-2311(E), Mercer verified that the
certifications contained explicit statements that (1) the accountable health plan is in
compliance with the applicable provisions of this article, and (2) the rating methods are
actuarially sound. In addition, Mercer verified that, for the time periods under review, the
signing actuary was a member of the American Academy of Actuaries and that they were
in compliance with the continuing professional development requirement as identified on
the Society of Actuaries website.

Three submissions in CY 2009 and two submissions in CY 2010 did not include an
explicit statement that the rating methods are actuarially sound. However, it should be
noted that these submissions did make general statements that the business was
administered within all of the rating provisions identified in A.R.S. § 20-2311.

In addition, one submission each in CY 2009 and CY 2010 may not meet the statutory
requirement that the signing actuary comply with the continuing professional
development requirement in the American Academy of Actuaries and Society of
Actuaries. The signing actuary is not listed as compliant in the Society of Actuaries’
directory. This issue is specific to one accountable health plan for both certification time
periods. Mercer recommends additional follow up in this case to determine compliance.

4
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Additional observations

Mercer noted additional variation observed in the small employer group actuarial
certifications. These observations are not explicitly identified in A.R.S. § 20-2311(E).
These additional observations are listed below:

= Not all certifications included the accountable health plan’s NAIC number
= Not all certifications explicitly identified the annual time period covered by the
certification

A.R.S. § 20-2311(G)

Each accountable health plan shall annually file with the director for informational
purposes the accountable health plan’s base premium rates and index rates. On request,
the director shall make the base premium rates or the index rates available to the public
for inspection.

Variation

Mercer observed variation in the base premium and index rate submissions as provided
by the accountable health plans. The variation ranged from submitting a single base
premium and index rate, to submitting a rate manual, including a tabular listing of rates
by product type and demographics.

Other variation observed in the base premium and index rate submissions are listed
below:

= Not all submissions explicitly identified the effective date for the filed rates
» The submissions reported various effective dates for the base premium and index
rates. Observed examples include:
— January 1st for the year corresponding with the small employer group actuarial
certification
— January 1st for the year following the small employer group actuarial certification
— Other dates including an April 1st effective date and a December 1st effective
date

Statutory requirements

For the purposes of this review, Mercer interpreted A.R.S. § 20-2311(G) to require the
submission of at least one base premium and index rate. Additionally, Mercer utilized the
definitions of base premium rate and index rate as explicitly defined in A.R.S. § 20-
2301(A.3) and (A.14), respectively. These definitions are listed below:

Mercer )
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Base premium rate means, for each rating period, the lowest premium rate that could
have been charged under a rating system by the accountable health plan to small
employers for health benefits plans involving the same or similar coverage, family
size and composition, and geographic area.

Index rate means, as to a rating period, the arithmetic average of the applicable base
premium rate and the highest premium rate that could be charged under a rating
system by the accountable health plan to small employers for a health benefits plan
involving the same or similar coverage, family size and compaosition, and geographic
area.

Eleven submissions in CY 2009 and eight submissions in CY 2010 did not meet all the
requirements of A.R.S. § 20-2311(G) because either base premium rates or index rates
were not filed, or no rates were filed at all. Additionally, two submissions in CY 2009 and
one submission in CY 2010 provided rate manuals without a specific base premium rate
and index rate. These submissions provide additional information not required under the
current law, but do not provide the explicit information that is required by current law. The
detailed results of this review are displayed in Appendices A and B as attachments to
this report.

Mercer
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A

Summary

The summarized information and observations described in the previous sections are
based on Mercer’s review of the CY 2009 and CY 2010 small employer group
certification statement and base premium and index rate submissions, as provided by
ADOI. The submissions provided to Mercer are assumed to reflect complete
submissions as provided by the accountable health plans. If, through additional review, it
is discovered that supporting documents were filed with ADOI, but were not included as
a part of this review, the results and observations as stated in this report may be
amended to reflect any new information relevant to this review. Mercer also utilized its
understanding and interpretation of A.R.S. 820-2311 in developing the results and
observations identified in this report.

The findings and observations detailed in this report identify significant variation in how
the accountable health plans submit the small employer group actuarial certifications,
including the base premium and index rate submissions. A more detailed tracking of
Mercer’s findings for each small employer group submission reviewed are attached as
Appendix A for the CY 2009 submissions and Appendix B for the CY 2010 submissions.

In general, most of the small employer group actuarial certifications meet the
requirements of A.R.S. § 20-2311(E) as currently stated. A few submissions were lacking
an explicit statement in the certification that the rating methods are actuarially sound.
Also, a couple of other submissions were lacking evidence of the signing actuary’s
completion of continuing professional development requirements, as required by the
Society of Actuaries.

However, the findings suggest that increased standardization and prescriptive language
would enhance the reliability and confidence placed on these small employer group
actuarial certifications to meet the requirements of the law in a more explicit manner. The
findings also suggest that increased standardization and definitions of terms would
enhance the reliability and comparability of the base premium and index rate
submissions.

Mercer 7
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Mercer will review these findings with ADOI and discuss recommendations related to
enhancements for increased standardization in the submitted forms. Mercer will also
recommend additions or changes to the existing forms to increase the reliability for ADOI
to use these documents in determining whether small group rates in the market meet the
requirements of the law. These additional tasks will be conducted as a part of milestone
task 1.C.iii.

Mercer
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Appendix A
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CY 2009 Small Group Submissions — Summary of Analyses

NAIC Cert Date 2009 xz:rﬂgﬁ Meets Hequneme::Elu_f ARS % 20—2:_!11 [G)

Year Stamp SG Lives- - Base Rate | Index Rate o tiple Effective M?HS

Lives Filed Ratexs Date Requirement
53639 2010 212642010 20,903 2rax| & 38300 | # A52.00 Mo 12010 ‘fes
79413 2003 4182010 E4,338 22.2%| & 18306 | # 467.6G Mo 12010 ‘fes
36016 2003 4182010 25 00| f 17830 | # 445,76 Mo 12010 ‘fes
S4606 2003 4162010 452 [ IT3ED | # 433.99 Mo 12010 ‘fes
EE141 2003 21232010 15,419 Rax| ¥ 300 [ % - fes 4162010 Mo
A5206 2003 21232010 4,106 4% § 27937 | # - Mo 4162010 Mo
45125 2003 aHEf2010 1,175 04| 27481 | # EoE.2% fes 4162010 ‘fes
G203 2003 aHEf2010 4,794 17| § 32708 | # 217.69 fes 4162010 ‘fes
F2082 32942010 - 002 Mo
35109 22942010 17,0449 b9 Mo
EO054 22942010 36,634 12,65 Mo
95536 2009 162010 20,638 FARA S 192801 | § 1232028 Mo 12010 ez
288 2009 162010 17, EE4 B ¥ 146621 | & 1,163.28 Mo 12010 ez
ER420 2009 212642010 216 0| § 2EE.00 | # EES.00 fes 1MA2004 ez
o403 2009 212642010 240 0.1 Mo
G477 2009 212642010 3480 0.1 3 42400 fes 12102009 [ [=]
GROZ0 2009 212642010 4,874 1.7 3 42400 fes 12102009 [ [=]
Ei727 2009 2HEf2010 g2 0o ¥ 32129 | # 0323 Mo 12010 ez
ETE3IE 1z2Ef2010 1,818 nex| ¥ 136.07 | # FIPET Mo ez
E1271 2003 2i2E(2010 4,483 155 Prowided rate manual [ []
ES7E1 2003 Ty ey 1] 384 015 | Mo
EA073 2003 Ty ey 1] 222 015 Prowided rate manual 12010 Mo
A0E33 2003 Ty ey 1] a7 015 Mo
E28E3 2003 212642010 3,200 11 % REL2T | # 1,378,183 o 2004 es
0328 2003 Ty ey 1] 243 015 Mo
MNotes:

a] The reported small group lives reflect unaudited information.






CY 2009 Small Group Submissions — Summary of Analyses

Implicit and Explicit Statements to be Included in the Actuarial Certification per A.R.5. § 20-2311 {E)

Statement to

HAIC Were Reviewed Rating | Reviewed Rating Statement of 3 Meets
MAAA _ . Actuarial .
Records Tested Methods Assumptions Compliance Requirement
Soundness
53623 ez General Stmt General Stmt General Stmt ez ez ez
79413 ez Ezplicit Stmt Ezxplicit Stmit Ezxplicit Stmit ez Mo L=}
96016 ez Clualified Stmt Gualified Stmit Gualified Stmit ez ez N
24508 ez Ezplicit Stmt Ezxplicit Stmit Ezxplicit Stmit ez ez ez
EE14H ez General Stmt General Stmt General Stmt ez ez ez
95208 ez General Stmt General Stmt General Stmt ez ez ez
95125 ez Ezplicit Stmt Ezxplicit Stmit Ezxplicit Stmit ez Mo L=}
E2308 ez Ezplicit Stmt Ezxplicit Stmit Ezxplicit Stmit ez Mo L=}
T2052 ez General Stmt General Stmt General Stmt ez ez ez
95109 ez General Stmt General Stmt General Stmt ez ez ez
EO054 ez General Stmt General Stmt General Stmt ez ez ez
L Yes Explicit Stmt Explicit Stmt Explicit Stmt Yes Yes Yes
TI2an Yes Explicit Stmt Explicit Stmt Explicit Stmt Yes Yes Yes
E3420 Mo Explicit Stmt Explicit Stmt Explicit Stmt Yes Yes Yes
o402 ‘es General Stmt General Stmk General Stmk ‘es ‘es Yes
E94TT ‘es General Stmt General Stmk General Stmk ‘es ‘es Yes
EROZ0 ‘es General Stmt General Stmk General Stmk ‘es ‘es Yes
EI72T ‘es General Stmt General Stmk General Stmk ‘es ‘es Yes
ETEZE ‘es General Stmt General Stmk General Stmk ‘es ‘es Yes
E1271 ‘es General Stmt General Stmk General Stmk ‘es ‘es Yes
EETH Yes Explicit Stmt Explicit Stmt Explicit Stmt Yes Yes Yes
EA07E Yes Explicit Stmt Explicit Stmt Explicit Stmt Yes Yes Yes
0638 Yes Explicit Stmt Explicit Stmt Explicit Stmt Yes Yes Yes
E2863 es General Stmt General Stmit General Stmt ez es ez
90328 es General Stmt General Stmit General Stmt ez es ez
Hotes:

al The reported small group lives reflect unaudited information.
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CY 2010 Small Group Submissions — Summary of Analyses

Cert Date 2009 2009 Compliant with A._H.S. Z20-2311 |[G_]|
HAIC Year Stamp 5G Lives” |% of 5G Lives | Base Rate Index Rate _Mumple Effective M_e ets
Filed Rates Date Requirement
fxcdateie] 20m 2060201 20,909 A i 41500 | 1,0:26.00 Mo mfzon Ves
EE141 2010 203201 15,413 Bax| # 236§ Yes 41201 0]
6206 2010 2030201 4,106 14% % 0793 F - [[=} 41201 Mo
A5125 2010 2028200 1175 n4x=| 22006 | % BROIG Mo 41201 Yes
E2303 2010 2fzafzoi 4,794 174 & 23514 | F ROT.04 Mo 41201 Ves
T2052 22402011 - 0.0z o
A5109 22420 17,043 B 0]
EO054 2240201 26 E34 126 o
E3420 2010 2fz2af20m 216 0l % 200 | % T05.00 Yes Mfz010 Yes
Fo403 2010 iz 240 0.1 k3 213100 fes 11fz010 L]
E3477 2010 223z a0 0.1 k4 R2E.12 Yes Mfz010 0]
EROE0 2010 2tz 4,874 1.7 k3 b26.12 fes Mfz010 L]
TOEZ3 2010 2050201 - o e | f ] ) Mo Mfzom Yes
ETE3E rzanzon 1818 0EX| ¥ MER| 36627 Mo Ves
51271 2010 20100201 4433 16 Provided rate manual Mo
E2EE3 2010 201201 3,200 1] EB40.EE | F 1,600.27 fes 12010 Ves
22408 2010 H2E20M ol 13003 | % 47R07 Mo mfzon Yes
Hotes:

al The reported small group lives reflect unaudited infarmation.
b1 MAIC #6YE36 has indicated that it has withdrawn from all marketz. ks last group sold was effective 020012010, and itz last renewal was effective 07012010,






CY 2010 Small Group Submissions — Summary of Analyses

Implicit and Explicit Statements to be Included in the Actuarial Certification per A.R.5. § 20-2311 ({E}
HAIC MALR Yere Reviewed Rating | Reviewed Rating Statement of St;t;r:::;::u Meets
Records Tested Methods Assumptions Compliance Requirement
Soundness

53589 ez General Stmt General Stmt General Stmt es fes Yes
EE141 ‘es General Stmk General Stmt General Stmt ‘es es Tes
A5206 ‘es General Stmk General Stmt General Stmt ‘es es Tes
95125 es Explicit Stmit Explicit Stmit Explicit Strmt es L=} L=}
E2308 ez Explicit Stmit Explicit Stmt Ezplicit Stmt es [1[=} L=}
T2052 ‘es General Stmk General Stmt General Stmt ‘es o= Tes
5105 ‘es General Stmk General Stmt General Stmt ‘es es Tes
EO054 es General Stmt General Stmt General Stmt es es es
E2420 [{][=] Explicit Stmit Explicit Stmit Explicit Strmt es CE es
TO408 Yes General Stmt General Stmt General Stmt Yes es Yes
E9477 ‘es General Stmk General Stmt General Stmt ‘es es Tes
ERO020 es General Stmt General Stmt General Stmt es es es
TOE29 es General Stmt General Stmt General Stmt es es es
E7E3E ez General Stmt General Stmt General Stmt es fes Yes
E1271 ‘es General Stmk General Stmt General Stmt ‘es es Tes
EZ2863 es General 5tme General 5tmt General Stmt ‘es o= Yes
22406 es General Stmt General Stmt General Stmt es es es

Hotes:
al The reparted small group lives reflect unaudited information.
b MAIC #E7E3E has indicated that it has withdraven from all marketz. s last group sold was effective 02012010, and it last reneveal was effective 0701 2010,
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Department of Insurance
State of Arizona

Life and Health Division
Telephone: (602) 364-2393
Facsimile: (602) 364-2175

JANICE K. BREWER 2910 North 44th Street, 2™ Floor CHRISTINA URIAS
Governor Phoenix, Arizona 85018-7256 Director of Insurance
www.id.state.az.us

CERTIFICATION OF QUALIFIED ACTUARY for FORM RATE FILINGS

To accompany Actuarial memorandum required for rate filings under Arizona Administrative Code R20-6-607,
R20-6-1009, R20-6-1014, R20-6-1015 or Section 14 of the NAIC Medicare Supplement Model Regulation which was
incorporated by ADOI in R20-6-1101(A). Please refer to Rate Filing Instructions, Rev. 11/00 for additional instructions.

COMPANY NAME NAIC #

Name of policy form, rider, endorsement, and form numbers:

Name of Qualified Actuary submitting memorandum (if different than company, include address and phone number):

1. Number of nationwide policies in force

a. If the number of nationwide policies in force is greater than zero, provide nationwide loss experience, including
earned premiums, losses paid and losses incurred (Include in Actuarial Memorandum.) Arizona requires the most
recent five (5) years contiguous experience data for each form number. If experience is combined for several
forms, each form included must be identified. The data shall be for all years of issue combined, for each
calendar year of experience since the year the form was first issued, except the data for calendar years
prior to the most recent five years may be combined

b. Current and cumulative loss ratios should be included.

2. The Renewability of this form is: Non-Cancelable Guaranteed Renewable
Conditionally Renewable Optionally Renewable.

3. The anticipated loss ratio standard required by AAC R20-6-607, R20-6-1009, R20-6-1014, R20-6-1015 or Section
14 of the NAIC Medicare Supplement Model Regulation which was incorporated by ADOI in R20-6-1001(A) for
this type of coverage and form %.

4. The anticipated loss ratio based on the rates proposed under this rate submission is %.
5. A schedule of requested rates must be submitted which shows the amount to be charged to policyholders.

6. The basis upon which the proposed rates were determined and the calculation of the anticipated loss ratio is as
follows: (Include the Actuarial Memorandum required under AAC R20-6-607 as a supplemental exhibit.)

a. Scope and Purpose of the filing

b. A description of the formulation of rates. If your company chooses to file a rate formula, a sample calculation
showing how the proposed rate is arrived at for a typical enrollee should be demonstrated.

c. A description and calculation of the anticipated loss ratio

d. Assumptions used are required for all rate filings relating to new forms.
i. An explanation of all factors that affected the development of rates must also be included
ii. All load factors that apply rates must be substantiated by an explanation of the purpose of its use and
the effect they have on rates

e. A trend worksheet exhibiting the development and calculation of the annual trend from the different factors, such
as inflation, utilization, change in medical costs, etc., must be included with each filing.
i. Each of the factors that were involved in the annual trend computation must also be described and
supported.





f.  An actuarial validation of the methodology used must be included with all new forms

7. | hereby certify that, to the best of my knowledge and belief, the rate filing submitted herein is in compliance with
all applicable laws and regulations of Arizona, including AAC R20-6-607, R20-6-1009, R20-6-1014, R20-6-1015
and Section 14 of the NAIC Medicare Supplement Model Regulation which was incorporated by ADOI in R20-6-
1101(A); that the anticipated loss ratio submitted herein is expected to develop over the period for which the rates
are computed to provide coverage; that the benefits of the policy form affected by the rate filing are reasonable in
relation to the premiums charged.

Date Signature of Qualified Actuary (rubber stamp, copy, or facsimile NOT ACCEPTED)

P-124, Rev. 6/11
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ATTACHMENT E

DRAFT CHANGES TO THE EXISTING FILING REQUIREMENTS
FOR NEW INDIVIDUAL RATES






Department of Insurance
State of Arizona

Life and Health Division
Telephone: (602) 364-2393
Facsimile: (602) 364-2175

JANICE K. BREWER 2910 North 44th Street, 2™ Floor CHRISTINA URIAS
Governor Phoenix, Arizona 85018-7256 Director of Insurance
www.id.state.az.us

CERTIFICATION OF QUALIFIED ACTUARY for RATE FILINGS

To accompany Actuarial memorandum required for rate filings under Arizona Administrative Code R20-6-607,
R20-6-1009, R20-6-1014, R20-6-1015 or Section 14 of the NAIC Medicare Supplement Model Regulation which was
incorporated by ADOI in R20-6-1101(A). Please refer to Rate Filing Instructions, Rev. 11/00 for additional instructions.

COMPANY NAME NAIC #

Name of policy form, rider, endorsement, and form numbers:

Name of Qualified Actuary submitting memorandum (if different than company, include address and phone number):

1. This rate revision will apply to:

a. New business only
b. In force business only
C. Both

2.  What s the proposed effective date for this revision?

a. Isthis a closed block of business?

b. When was this form first issued?

c. What is the minimum rate increase requested for this revision? %
d. What is the maximum rate increase requested for this revision? %
e. What is the average rate increase requested for this revision? %

3. When was the last rate submission for this form filed and approved in Arizona?

4. Rate filings must include both Arizona and national experience. Provide loss experience, including earned premiums,
losses paid and losses incurred (Include in Actuarial Memorandum).

a. Arizona requires the most recent five (5) years contiguous experience data for each form number. If experience is
combined for several forms, each form included must be identified. The data shall be for each calendar year of
experience since the year the form was first issued, except the data for calendar years prior to the most
recent five years may be combined.

b. Current, cumulative and anticipated loss ratios should be included.

5. Complete rate history showing:
a. Dates filed
b. The percentage of each change

6. The number enrolled (including number of Arizona insureds) for each form and the combined enroliment for all forms in
the filing must be included:
a. Number of Arizona policies in force
b. Number of Arizona individuals enrolled
c. Number of nationwide policies in force

7. A schedule of current and requested rates must be submitted which shows the amount to be charged to policyholders.

8. The Renewability of this form is: Non-Cancelable Guaranteed Renewable
Conditionally Renewable Optionally Renewable.





9. The anticipated loss ratio standard required by AAC R20-6-607, R20-6-1009, R20-6-1014, R20-6-1015 or Section
14 of the NAIC Medicare Supplement Model Regulation which was incorporated by ADOI in R20-6-1001(A) for
this type of coverage and form %.

10. The anticipated loss ratio based on the rates proposed under this rate submission:

a. The anticipated loss ratio for the entire future period for which the revised rates are computed is %.
b. The anticipated loss ratio for the period from the original effective date of the form through the entire future period
for which rates are computed is %.

11. The basis upon which the proposed rates were determined and the calculation of the anticipated loss ratio to include the
following in the Actuarial Memorandum required under AAC R20-6-607 as a supplemental exhibit.)

a. Scope and Purpose of the filing
b. A description of the formulation of rates.
i. Exhibit demonstrating how the rate revision/ rate changes were calculated.

ii. If your company chooses to file a rate formula, a sample calculation showing how the proposed rate is
arrived at for a typical enrollee should be demonstrated.

c. A description and calculation of the anticipated loss ratio
i. For the entire future period for which the revised rates are computed.

ii. For the period from later of the original effective date of the form through the entire future period for

which the revised rates are computed.
d. Assumptions used are required for all rate filings relating to all forms.
i. An explanation of the factors that affected the development of rates must also be included.

ii. All rating load factor changes that apply to rates must be substantiated by an explanation of the purpose
of its use and the effect they have on rates.

iii. A trend worksheet exhibiting the development and calculation of the annual trend from the different
factors, such as inflation, utilization, change in medical costs, etc., must be included with each filing.

iv. Each of the factors that were involved in the annual trend computation must also be described and
supported.

v. If premiums are increased, any proportionate increase in any expense category, such as administrative,
agent commissions, reserves, etc., must be justified. Any such justification must identify which expenses
are fixed and which are variable

e. An actuarial validation of the methodology used must be included with all rate renewals
f.  If no change of the rates is requested, justification of that conclusion is required.

12. | hereby certify that, to the best of my knowledge and belief, the rate filing submitted herein is in compliance with
all applicable laws and regulations of Arizona, including AAC R20-6-607, R20-6-1009, R20-6-1014, R20-6-1015
and Section 14 of the NAIC Medicare Supplement Model Regulation which was incorporated by ADOI in R20-6-
1101(A); that the anticipated loss ratio submitted herein is expected to develop over the period for which the rates
are computed to provide coverage; that the benefits of the policy form affected by the rate filing are reasonable in
relation to the premiums charged.

Date Signature of Qualified Actuary (rubber stamp, copy, or facsimile NOT ACCEPTED)

P-124, Rev. 6/11
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ATTACHMENT F

DRAFT CHANGES TO THE EXISTING FILING REQUIREMENTS
FOR INDIVIDUAL RATE REVISIONS






Draft
Subject to Peer Review
For Discussion Purposes Only

Date

[Attn:]
[ADOI address information]

Re:  Small Employer Group Annual Actuarial Certification - A.R.S. § 20-2311(E)
Accountable health plan name
NAIC ID # XXXXX

Salutation

Opening paragraph to include:

= The purpose of the letter

= The signing actuary’s relationship to the accountable health plan, their role and
responsibilities

= The signing actuary’s professional credentials and status with continuing professional
development requirements

= The signing actuary’s qualifications to provide the certification

= Note: Reference UnitedHealthcare Insurance Company as an example

Content paragraphs to include:

Under my direction, appropriate testing of records and the review of assumptions and methods
were completed to ensure compliance with all applicable provisions of A.R.S. § 20-2311 for all
small employer group health policies associated with [insert accountable health plan name]. If a
qualified statement is necessary, or material reliance was placed on another officer of the
accountable health plan or another qualified associate, the persons name, their role and
responsibilities and details of the reliance should be disclosed here.

As a result of the testing and review of [enter the percent and number of total policies reviewed],
it is determined that [insert accountable health plan name] is in compliance with A.R.S. 20-
2311(A). The premium rates that [insert accountable health plan name] charged during calendar
year 2010 for all health benefits plan issued to a small employer did not vary by more than sixty
percent from the index rate for health benefits plans involving the same or similar coverage,
family size and composition, and geographic area. If any errors or deviations were found during
the testing or review process, identify the issue, quantify the number of policies impacted, and
discuss the remedial action taken to correct the situation for both the accountable health plans
processes and the employer groups premium rates.





As a result of the testing and review of [enter the percent and number of total policies reviewed],
it is determined that [insert accountable health plan name] is in compliance with A.R.S. § 20-
2311(B). In establishing premium rates for health benefits plans offered to small employers:

1. [Insert accountable health plan name] does make adjustments with respect to
demographic characteristics, and those adjustments are applied consistently across all
small employers.

2. [Insert accountable health plan name] utilizes geographic area factors in the
development of premium rates for small employer groups. These factors are developed
[include a statement identifying how the geographic factors are developed and meet the
criteria identified in this section] which is not smaller than the smaller of either a county
or an area that includes all areas in which the first three digits of the zip code are
identical.

If any errors or deviations were found during the testing or review process, identify the issue,
quantify the number of policies impacted, and discuss the remedial action taken to correct the
situation for both the accountable health plans processes and the employer groups premium
rates.

As a result of the testing and review of [enter the percent and number of total policies reviewed],
it is determined that [insert accountable health plan name] is in compliance with A.R.S. § 20-
2311(C). The percentage increase in the premium rate that is charged to a small employer for a
new rating period does not exceed the sum of the following:

1. The percentage change in the base premium rate.

2. Fifteen percentage points.

3. Any adjustment due to a change in coverage, family size or composition, geographic area

or demographic characteristics.

If any errors or deviations were found during the testing or review process, identify the issue,
quantify the number of policies impacted, and discuss the remedial action taken to correct the
situation for both the accountable health plans processes and the employer groups premium
rates.

[Insert accountable health plan name] is also in compliance with A.R.S. § 20-2311(D). For each
health benefits plan offered to a small employer, [insert accountable health plan name] fully
disclosed to the employer all of the following:

1. The rating practices of [insert accountable health plan name] for small employer health
benefits plans, including rating practices for different populations and benefit designs.

2. The extent to which premium rates for the small employer are established or adjusted
based on the actual or expected variation in claims costs or health condition of the
employees of the small employer and their dependents.

3. [Insert accountable health plan name]’s right to change premium rates, the extent to
which premiums can be modified and the factors that affect changes in premium rates.





If any deviations were found during the review process, identify the issue, quantify the number of
policies impacted, and discuss the remedial action taken to correct the situation for both the
accountable health plans processes and the disclosure information provided to the employer
groups.

Insert any additional statements that the accountable health plan would like to include in the
annual certification. The accountable health plan can also expand on each of the sections above,
including disclosing more detail surrounding the rating practices and procedures used to
determine compliance.

Certification statement:

Based on my examination, including a review of the appropriate records and of the actuarial
assumptions of and methods used by [insert accountable health plan name] in establishing base
premium rates, index rates and premium rates for small employer health benefits plans for
calendar year 2010, | certify that:

= [Insert accountable health plan name] is in compliance with the applicable provisions of
this article

= The processes are in compliance with the Actuarial Standards of Practice No. 26, and

= The rating methods are actuarially sound

Closing statement to include:
= Contact information
= Signature
= Title
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ATTACHMENT G

DRAFT TEMPLATE FOR A STANDARDIZED
SMALL GROUP ANNUAL ACTUARIAL CERTIFICATION






Draft and Confidential
Subject to Peer Review
For Discussion Purposes Only

Date

[Attn:]
[ADOI address information]

Re:  Small Employer Group Base Premium and Index Rates - A.R.S. § 20-2311(G)
Accountable health plan name
NAIC ID # XXXXX

Salutation
The purpose of this letter is to satisfy the requirements of A.R.S. § 20-2311(G) as stated below:

Each accountable health plan shall annually file with the director for informational purposes the
accountable health plan’s base premium rates and index rates. On request, the director shall
make the base premium rates or the index rates available to the public for inspection.

The base premium rate and index rate are defined at A.R.S. 8§ 20-2301(A.3) and (A.14) as stared
below:

Base premium rate means, for each rating period, the lowest premium rate that could have been
charged under a rating system by the accountable health plan to small employers for health
benefits plans involving the same or similar coverage, family size and composition, and
geographic area.

Index rate means, as to a rating period, the arithmetic average of the applicable base premium
rate and the highest premium rate that could be charged under a rating system by the
accountable health plan to small employers for a health benefits plan involving the same or
similar coverage, family size and composition, and geographic area.

Based on my examination, the information presented in the attachments are accurate and
reflective of the base premium and index rates for [insert accountable health plan name] as of
[insert effective date].





Closing statement to include:
= Contact information
= Signature
= Title






State of Arizona
Base Premium Rates and Index Rates

Accountable Health Plan:
NAIC ID#:
Effective Date:

Plan Design:

Description [HMO/POS/PPO; Co-pay description; deductible description; applicable riders]

Rating Characteristics  [Most popular plan design; lowest cost HMO product]
[List rating variables: Example: described the census utilized; identify the geographic region utilized]
[Other pertinent information]

Base Premium Rate $ -

Index Rate $ -

DRAFT - FOR DISCUSSION PURPOSES ONLY





		Sample
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DRAFT TEMPLATES FOR THE ANNUAL SUBMISSION OF SMALL GROUP
BASE PREMIUM AND INDEX RATES WITH COVER LETTER
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ATTACHMENT |

ADOI CONSUMER SURVEY ON RATE REVIEW






3

V.

For the best experience, open this PDF portfolio in
Acrobat X or Adobe Reader X, or later.

Get Adobe Reader Now!




http://www.adobe.com/go/reader





Arizona Department of Insurance

Tell us about yourself:

I shop for and/or buy health
insurance for myself, my family
or my small business employees
(fewer than 50)

| represent a public interest or
consumer advocacy group

I work in the health insurance
industry (insurance agent,
insurance company, TPA, product
design, etc.)

I am involved in providing health
care services

Other (please specify)

B

=
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SurveyMonkey

Response
Percent

77.6%

2.0%

4.6%

3.8%

12.0%

answered question

skipped question

Response
Count

304

18

15

47

392







Page 2, Q1. Tell us about yourself:

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

| work for a small company and | am researching insurance rates
| cannot get individual insurance due to a medical condition
employee of a small business

need health insurance

| have no health insurance at this time

uninsured, low income

Benefits administrator for large and small group plans

| both shop for my family's health insurance AND | am involved in providing
health care services

| am uninsured, cannot afford health insurance

| don't have health ins. due to Itd $, being on Ul, thus don't qualify for ACCHHS
individual

| am unable to purchase insurance due to ongoing workers comp claim

i need heath insurance and have two chronic conditions and foot & leg pain
issues.

| receive health insurance benefits from my employer's carrier
my employer provides my insurance

| am covered by my employer; my spouse buys insurance b/c he owns his own
one-man business.

medical access.
| get health care through work
Retired

| don't have insurance and cannot afford the rates for a woman in my age
bracket...

medicare & UHC
| am a consumer
| am covered under the Federal Health Insurance program.

| am a Federal Retiree and get my health insurance from the Federal goverment
plus Medicare.

| don't have any health insurance for myself or my family.

| receive health insurance through my employer

20of 3

Jun 13, 2011 11:42 AM
May 17, 2011 2:05 PM
May 5, 2011 2:50 PM
Apr 5, 2011 8:39 PM
Mar 30, 2011 6:39 PM
Mar 23, 2011 9:55 AM
Mar 18, 2011 5:12 PM

Mar 18, 2011 8:05 AM

Mar 16, 2011 12:28 PM
Mar 10, 2011 9:37 AM
Mar 9, 2011 4:31 PM
Mar 9, 2011 12:50 PM

Mar 8, 2011 11:16 PM

Mar 7, 2011 10:47 AM
Mar 6, 2011 7:33 PM

Mar 6, 2011 4:26 PM

Mar 6, 2011 12:49 PM
Mar 6, 2011 9:13 AM
Mar 5, 2011 9:49 PM

Mar 5, 2011 4:56 PM

Mar 5, 2011 2:49 PM
Mar 5, 2011 10:57 AM
Mar 4, 2011 3:57 PM

Mar 4, 2011 3:37 PM

Mar 3, 2011 9:14 PM

Mar 3, 2011 7:33 PM







Page 2, Q1. Tell us about yourself:

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

get thru employer

| am a currently unemployed citizen allowed back on my parent's health
insurance (have been on AHCCSS before also) but while employed had
employer provided insurance. | support the health reform legislation President
Obama signed into law to help expand access to health insurance for millions of

uninsured Americans, improve quality for the under-insured those with insurance

but not enough coverage, hold insurers accountable with regulations mandating
they stop denying coverage for things like pre-existing conditions etc.

| have insurance through my employer

| am a one man construction company with no insurance.

My employer chooses my health insurance carrier.

| am retired and isnsured with Medicare and employer benifits

| am a single parent. receives government assistance

| use the VA

| am required to buy health insurance through a specified provider at my work.
| am covered by Medicare and a pension provided secondary health insurance
public employee, receiving insurance through work

| have Medicare and Tricare for Life--the "gold standard” (all govt by the way)

I market whole food nutrition to bridge the gap between what we actual eat and
what we are supposed to eat.

| get health insurance from my job

Consumer only

| cannot get health insurance due to pre existing conditions (very minor)
my health insurance at work is '‘LIMITED"

self employed looking for affordable insurance.

| buy insurance through an agent

| AM CONSUMER

I am currently on Cobra and starting to see what my options will be when it
expires
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Mar 3, 2011 6:49 PM

Mar 3, 2011 5:47 PM

Mar 3, 2011 4:04 PM
Mar 3, 2011 3:22 PM
Mar 3, 2011 3:17 PM
Mar 3, 2011 1:16 PM
Mar 3, 2011 1:09 PM
Mar 3, 2011 12:28 PM
Mar 3, 2011 12:26 PM
Mar 3, 2011 12:19 PM
Mar 3, 2011 12:14 PM
Mar 3, 2011 11:36 AM

Mar 3, 2011 11:33 AM

Mar 3, 2011 11:31 AM
Mar 3, 2011 11:31 AM
Mar 3, 2011 11:30 AM
Feb 21, 2011 8:12 PM
Feb 17, 2011 3:34 PM
Feb 17, 2011 12:58 PM
Feb 17, 2011 12:17 PM

Feb 16, 2011 11:51 AM









Arizona Department of Insurance

Please indicate your age group:

Under 26

26 to 40

41 to 65

Over 65

H
[E—

=

lofl

SurveyMonkey
Response Response
Percent Count
3.3% 13
20.6% 81
68.5% 270
7.6% 30
answered question 394
skipped question 1









Arizona Department of Insurance

In what Arizona county do you live?

Apache

Cochise

Coconino

Gila

Graham

Greenlee

La Paz

Maricopa

Mohave

Navajo

Pima

Pinal

Santa Cruz

Yavapai

Yuma

o m]

1RGN

lofl

SurveyMonkey

Response Response
Percent Count

0.3% 1

1.3% 5

2.6% 10

0.5% 2

0.0% 0

0.0% 0

0.0% 0

71.1% 275

1.3% 5

0.0% 0

11.6% 45

3.4% 13

0.8% 3

6.7% 26

0.5% 2

answered question 387

skipped question 8









Arizona Department of Insurance

SurveyMonkey

If you are an INDIVIDUAL shopping for health insurance or trying to understand why your

health insurance premiums increased, which of the following information would be helpful?

How insurance companies set
health insurance rates.

How insurance companies
determine what premiums to charge
individuals.

How frequently insurance
companies raise their rates.

How to obtain health insurance
company rate information from

ADOI.

Other

Very

Helpful

66.5% (216)

74.2% (242)

69.3% (226)

76.6% (255)

62.3% (48)

Somewhat
Helpful

23.1% (75)

17.5% (57)

20.2% (66)

14.4% (48)

6.5% (5)

Not Much
Help

7.1% (23)

4.6% (15)

5.5% (18)

4.8% (16)

9.1% (7)

Not Helpful

3.4% (11)

3.7% (12)

4.9% (16)

4.2% (14)

22.1% (17)

Rating

Average

1.47

1.38

1.46

1.37

1.91

For "Other ", please describe additional information about INDIVIDUAL health insurance rates that would be

lof7

helpful.

answered question

skipped question

Response
Count

325

326

326

333

77

75

337

58







Page 2, Q4. If you are an INDIVIDUAL shopping for health insurance or trying to understand why your health
insurance premiums increased, which of the following information would be helpful?

10

11

12

How to use their services for Wellness but also have them for emergancies. To
cover the unexpected Injury or lllness. They ASSUME that just because | am
almost 65 that my health is poor - that AGE Discrimination - and that | am female
which they also assume means more frequent visits, SEX discrimination. There
is also an Insurance Background that does not want you if you already maintain
other iliness like Hypertension. Well if | am maintained then that is Wellness!

How do insurance companies get away with gouging individuals with high rates
and denials for pre existing conditions.

Why do insurance companies totally ban me? | have to wait 6 months to get on
the Federal pre-existing plan. Healthcare should be a right, not a privilige!!!!

Are not-for-profit companies less expensive?

Why individual health insurance companies no longer look at lifestyle, family
history or other factors that should have an impact on underwriting. Since the
passing of Health Care Reform it appears as though the insurance company
simply applies a rating factor on anything that you have been treated for in the
past 5 to 10 years regardless of your overall health. This is a knee jerk reaction
that warrants further investigation as insurance companies are taking advantage
of individuals by substantially charging more than necessary to assume a risk at
the cost of the insured having to incur substantially more out of pocket costs or
lesser coverage in order to try and keep the premium manageable. Non-admitted
carriers coming into the state would have provided sorely needed competition. If
the concern was that individuals would have not received state mandated
benefits then that should have been compared to the substantial out of pocket
costs the same individual needs to incur in order to have any type of coverage in
the state. | am an educated individual and could have made my own decision if
given an option of selecting from a reasonably priced non-admitted carrier
versus a ridiculously priced admitted carrier with a $10,000 deductible. Who
interests are you really taking into consideration?

average price for age and situation - i.e. Single @ 30 pays $xxx.xx per month /
Married with 1 dependent pays $xxx.xx per month

How does an insurance company determine people in my "group” to raise rates
for, and is there a limit on the amount of increase charged every 6 months?

how much coverage will it pay for illness and medical exams? and how much out
of pocket does the public will have TO PAY?

Where and how to get the lowest rate for an individual with a pre-existing
condition.

Time length of being accepted at a reasonable household price for a major
medical insurance involving the a pre-existing condition if currently have a
disocunt insurance plan.

Financial condition of the company

limits for percent of increases allowed per year

20f7

Jun 14, 2011 4:57 PM

Jun 7, 2011 9:28 PM

May 17, 2011 2:05 PM

May 12, 2011 9:53 AM

May 12, 2011 7:33 AM

May 10, 2011 9:16 AM

Apr 30, 2011 9:47 PM

Apr 30, 2011 8:56 PM

Apr 29, 2011 3:54 PM

Apr 25, 2011 12:27 PM

Apr 21, 2011 3:29 PM

Apr 9, 2011 3:47 PM







Page 2, Q4. If you are an INDIVIDUAL shopping for health insurance or trying to understand why your health
insurance premiums increased, which of the following information would be helpful?

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

How rates for the same coverage compare company to company

Notifying individuals well ahead of time so they can shop around. It is difficult
trying to understand the different companies and their coverages/rates. Nothing
in the insurance industry is cohesive. They all seem to have their own formats of
providing certain information and it is confusing and frustrating to attempt to
decipher it all.

specific criteria insurance company can use to deny you coverage
what i am eligible for, individual coverage

Why insurance companies can deny coverage to individual applicants - how is
this legal?

are insurance co. allowed by law to increase rates by 25% when going from 59
to 60 years old? That is a huge increase.

Raise rate increase 35% in 2009 40% in 2010
where can i obtain low cost coverage?

how much profit the insurance company made versus how much money they
spent paying for care.

Not knowing if | am considered pre-existing prior to applying for insurance.
Re...COBRA CONVERSION, PRIVATE INSURANCE OR pcip HIGH RISK
POOL INSURANCE

Health insurance company profitability - how / in what area do they make their
profits?

Simple comparison rates to find best or cheapest rate for health insurance with a
check box of what current coverage is then compare rates.

how to find health insurance for low income individuals with children. a link to the
State medicaid site would be most helpful since the National Association of
Insurance Commissioners website provided a link to here as a resource for info
on the State medicaid program

How to have coverage when on Unemployment Insurance.

How to purchase insurance

The line of questions and statements to educate me may be well & good but |
don't care why they increased, | care about how am | going to pay for my health
care with out being a burden to the state, or rejected by agencies, and not
bankrupt myself so | can provide housing and food and transportation for myself,
all while still unemployed...

What criteria insurers use to deny coverage, so that | don't waste time applying
for insurance | will never get.
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Apr 5, 2011 11:24 AM

Mar 31, 2011 3:23 PM

Mar 29, 2011 5:25 PM
Mar 28, 2011 2:49 PM

Mar 28, 2011 1:27 PM

Mar 24, 2011 11:33 PM

Mar 23, 2011 10:13 AM
Mar 22, 2011 10:38 AM

Mar 21, 2011 11:28 PM

Mar 21, 2011 9:55 AM

Mar 20, 2011 8:36 AM

Mar 11, 2011 1:26 PM

Mar 10, 2011 11:08 PM

Mar 10, 2011 9:37 AM
Mar 9, 2011 12:50 PM

Mar 8, 2011 11:16 PM

Mar 8, 2011 4:45 AM







Page 2, Q4. If you are an INDIVIDUAL shopping for health insurance or trying to understand why your health
insurance premiums increased, which of the following information would be helpful?

30

31

32

33

34

35

36

37

38

39

40

41

42

43

How to lower rates

| don't need to know "why". 1 just need the rates to be lower so my family can
afford it, along with many other people | know. More people are going without it
now, thanks to Obamacare. It's a travesty!

Where does one go once COBRA runs out? We have been cut to part-time/no
benefits because of the healthcare reform. Now we have none.

age VS rates VS how long has the company supplied health insurance to AZ
people

What the administrative costs compared to payouts are, and how much do the
executive management of the companies earn in relationship to those
percentages. There should be a limit as to profits, and executive pay packages,
and their pay should NOT be based upon "increasing the bottom line."

what are specific underwriting procedures by carriers for individual insurance.
what conditions cause uprating. how bad do these conditions have to be to
cause uprating and how much (percentage) is the uprating for these conditions.
List of conditions that cause denial of insurance to avoid wasting time and
money by individuals. what conditions cause waivers. how bad do these
conditions have to be to cause waivers. | have had carriers tell me the above
requests were for proprietary info.

How much of the premiums go to actual payments for health care.

Rationale for decisions such as funding erectile dysfunction medicine and not
funding birth control. Better resolution of denial of service, especially in cases of
life threatening diseases.

Information about who to talk to when rates go up unexpectedly, who to appeal
to if treated unfairly by an insurance company, what rights individuals have in
such situations.

why they are raising rates several times per year. why rates are raised for
people who barely use their insurance.

what is the coverage in the area that | live in(in network providers vs out of
network providers/hospitals) ?what is the average time it takes to get
authorization for tests/surgery/referrals to other specialists? what is the rate of
denials?

How | can get a Public Option

Health Coverage should be Single Payer like Vermont is trying to implement.

How private purchase of insurance relates to Medicare/Medicaid coverage, both
coverage-wise and premium-wise.

4 of 7

Mar 7, 2011 12:38 PM

Mar 7, 2011 11:47 AM

Mar 6, 2011 3:30 PM

Mar 5, 2011 8:40 PM

Mar 5, 2011 10:57 AM

Mar 4, 2011 5:20 PM

Mar 4, 2011 3:57 PM

Mar 4, 2011 12:10 PM

Mar 4, 2011 11:28 AM

Mar 3, 2011 8:35 PM

Mar 3, 2011 8:13 PM

Mar 3, 2011 6:49 PM
Mar 3, 2011 6:46 PM

Mar 3, 2011 4:39 PM
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| helped my 25 yr old son shop for individual ins. My other son's COBRA will
soon run out and we are very worried about his ability to get insurance. | know
from experience that getting information from insurance companies is very
difficult. The dept could help by providing much more info than it does (which
seems to me to be very little). Issues about which | would especially like info: (1)
What are the companies' criteria for accepting or rejecting applicants or for
insisting on "waivers" for certain conditions? (2) What is the size of the member
pool for each plan? (Obviously its riskier for the applicant the smaller the group
is. | couldn't get any info about that from the companies although | asked
repeatedly.) (3) How do they set rates for HIPPA eligible plans & again, what is
the size of the group? (4) What proportion of claims does the company reject?
(5) What proportion of people in each plan leave every year, voluntarily or
involuntarily? (6) Who proportion of insureds file complaints against the
company? (7) Is someone receiving a commission when an applicant joins a
plan and what are the terms? Another big set of question concerns the
contracts and payments between the ins companies and providers, which are
well hidden, but very much affect the patient. E.g. (8) Does the insurance
company receive any payments from pharmaceutical companies that depend on
the drugs prescribed? If the patient pays a % coinsurance on drugs, is it based
on a true net price the ins company pays, or on some fictitious, inflated amount?
(9) I have the same question with regard to hospitals, labs, etc. Are the prices on
the EOBs true or fictitious. (10) Does the insurer pay doctors on a per capita
basis (which in my experience makes doctors very willing to take new patients
and very unwilling to spend more than a few minutes with each one) or on a "per
service" basis (which obviously give doctors an incentive to do procedures.) (11)
What is the turnover rate for providers -- especially doctors -- in each plan. One
of the most important reasons to choose one insurer over another is their doctor
list. A stable list is important for the patient, and it probably indicates that the
insurer is not putting excessive pressure on providers to not do tests, exams,
etc. or paying them so little that they can't spend more than a few minutes on
each patient. ---- | have lots more questions, but I'm sure you understand the
problem. In short, the person signing up for individual health insurance is forced
to pay a lot of money for a pig in a poke. Insurance departments should provide
MUCH more information to help reduce this problem.

What the negotiated rates are with the doctors that the insurance companies do
business with.

As a retiree, | have Medicare supplemental insurance through my former
employer, where they pay about 2/3 of the premium. However, the rate does
keep increasing, & there is no guarantee they will continue to offer this benefit,
so | may have to shop for my own supplemental insurance.

Expected projections for insurance costs in the future in clear graphs. Also
online tools that let you "build" a plan much like Dell lets you customize a
computer (while you simultaneously see the cost incurred).

some way of providing information on the stability of plans, ie, how many
lawsuits, structure of companies, best would be a rating system of some kind

Solvency of insurance company. Amount of reserves. Ratio of reserves/premium

Why they can raise rates and not be competitive
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Mar 3, 2011 4:17 PM

Mar 3, 2011 3:16 PM

Mar 3, 2011 1:45 PM

Mar 3, 2011 1:09 PM

Mar 3, 2011 1:07 PM

Mar 3, 2011 12:44 PM
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Cost
why not make public health insurance available

Ways to keep insurance rates affordable and insurance coverage beneficial for
the insured. The rates are now unaffordable and the coverage is not suitable.

policies for denying coverage or reimbursement

What percentage of premiums actually get paid out for health care claims for
each provider

N/A

Do the insurance companies reward life style changes like exercise and healthy
nutrition.

Comparison of companies and rates available in AZ.

It would be very helpful if ADOI had a way of showing caparative rates for
individual policies, including HIPPA policies. It would also be very helpful if
ADOI could define which insurance compay accepts what "pre existing
conditions" without a large increase in rates. For example: One insurance
company might decline to cover (or charge a high rate) for someone with high
blood pressure while another would accept someone at the basic rate. It is not
clear to the individual that there is a standard of what is acceptable at the basic
rate and what is not. If this was fed through ADOI to compile a general guide it
would be a giant step!

More info is needed about HSA's, how they work and why or why not they are
beneficial.

Why they have the right to continue to not provide insurance or require extremely
high premiums for minor pre-existing conditions.

Should be heavily regulated. Insurance is a giant rip off

Nothing matters. They get what they want. Otherwise you have no insurance
exact coverage

Are individual rates different for each county--and if so, why?

| have 2500.00 deductible insurance. Have NEVER made a claim with my
insurance co. and | (me, myself) pay over $700.00 a month. It is out of sight and
Insurance companies need to have some kind of competition. There rates are
killing me.

WHY DOES MY INSURANCE NEVER PAY FOR ANYTHING

How preexisting conditions affect rates and which conditions make it impossible
to obtain coverage.
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Mar 3, 2011 12:28 PM
Mar 3, 2011 12:14 PM

Mar 3, 2011 12:05 PM

Mar 3, 2011 11:47 AM

Mar 3, 2011 11:44 AM

Mar 3, 2011 11:36 AM

Mar 3, 2011 11:33 AM

Mar 1, 2011 11:43 AM

Feb 26, 2011 1:16 PM

Feb 25, 2011 3:04 PM

Feb 24, 2011 8:52 AM

Feb 23, 2011 3:41 PM
Feb 22, 2011 8:33 AM
Feb 19, 2011 9:30 AM
Feb 18, 2011 1:00 PM

Feb 18, 2011 8:15 AM

Feb 17, 2011 12:17 PM

Feb 17, 2011 10:17 AM
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Health Insurance companies raise the rates on individual policies every year and
TOO much! Why are they allowed to do this!!!! ?

ALSO WHY ON THE ABOVE

Information on current changes in coverage, especially as relates to riders,
preexisting conditions, small group insurance vs individual policies.

HOw and why they raise and set rate is not as important as having insurance
available at a price we can afford. Eliminate pre-existing conditions and not
penalize those with conditions.

What makes a person ineligible for individual health insurance coverage.

An ability to compare key policy features & or prices say between 3-5 insurance
offerings in a chart form; Access to or creation of a rating system on each
company (like 5 Star quality rating system of nursing homes) regarding their past
& current performance with their customers; a link where customers can register
their thoughts about experiences they have had with the companies; a search
feature if | am looking for a particular kind of health insurance coverage.

The grievance process for unfair and arbitrary rate increases - is there any
oversight?
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Feb 17, 2011 9:37 AM

Feb 17, 2011 6:40 AM

Feb 16, 2011 12:26 PM

Feb 16, 2011 11:51 AM
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Feb 15, 2011 8:33 AM









Arizona Department of Insurance

SurveyMonkey

If you are a SMALL EMPLOYER shopping for health insurance or trying to understand why
your health insurance premiums increased, which of the following information would be

helpful?

How insurance companies set
health insurance rates.

How insurance companies
determine what premiums to
charge.

How frequently insurance
companies raise their rates.

How to obtain health insurance
company rate information from

ADOI.

Other

Very

Helpful

69.6% (96)

71.9% (100)

70.6% (96)

72.6% (98)

62.9% (22)

Somewhat
Helpful

19.6% (27)

18.7% (26)

18.4% (25)

19.3% (26)

5.7% (2)

Not Very
Helpful

5.8% (8)

4.3% (6)

5.9% (8)

3.7% (5)

14.3% (5)

Not Helpful

5.1% (7)

5.0% (7)

5.1% (7)

4.4% (6)

17.1% (6)

Rating

Average

1.46

1.42

1.46

1.40

1.86

For "Other," please describe additional information about SMALL EMPLOYER health insurance rates that would

10of3

be helpful.

answered question

skipped question

Response
Count

138

139

136

135

35

24

144

251







Page 2, Q5. If you are a SMALL EMPLOYER shopping for health insurance or trying to understand why your

health insurance premiums increased, which of the following information would be helpful?
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It seems that because of the GREED of Doctors & Hospitals that most
Employers do not even offer Medical Insurance to their employees after the
recession it has doubled!

help with the whole process of finding new insurance

same

How rates for the same coverage compare company to company

Knowing that insurance is based on historical use, what can a small employer do
when an employee has a major health issue to keep coverage at a good level
and keep costs low?

Specifically how to manage to /maintain / control costs.

How & where a small business can shop in one place for current rates?

WE HAVE 4 EMPLOYEES. EVERY YEAR WE HAVE TO GIVE SOMETHING
SUCH AS, HIGHER DEDUCTIBLE IN ORDER TO BE ABLE TO KEEP THE
INS. AND THEN IT GOES UP IN PRICE APPROXIMATELY $300.00.

small employer....

Not applicable

how to lower rates; what important services are not provided for plans lower
rates (e.g. we wouldn't want to purchase something cheaper if it means our
employees have a cap on the number of vaccines they can give in a year!!)
n/a

I'm not a Small Employer, but | imagine that my previous idea would be similarly
beneficial: "online tools that let you "build" a plan much like Dell lets you
customize a computer (while you simultaneously see the cost incurred).”
Compare rates with those offered bigger companies

Not applicable

I'd want to know why we don't have public health insurance.

N/A

Not an employer

Why they have the right to continue to not provide insurance or require extremely
high premiums for minor pre-existing conditions.

How can you even get insurance when you are self mployed or a small business

Rate and coverage comparison tables, so that | can compare "apples with
apples.”
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Jun 14, 2011 4:57 PM

Jun 13, 2011 11:42 AM
Apr 30, 2011 8:56 PM
Apr 5, 2011 11:24 AM

Mar 30, 2011 4:05 PM

Mar 20, 2011 8:36 AM
Mar 16, 2011 12:36 PM

Mar 16, 2011 10:38 AM

Mar 16, 2011 9:49 AM
Mar 10, 2011 9:37 AM

Mar 7, 2011 12:38 PM

Mar 4, 2011 3:57 PM

Mar 3, 2011 1:45 PM

Mar 3, 2011 12:44 PM
Mar 3, 2011 12:28 PM
Mar 3, 2011 12:14 PM
Mar 3, 2011 11:36 AM
Mar 3, 2011 11:31 AM

Feb 24, 2011 8:52 AM

Feb 22, 2011 12:52 PM

Feb 21, 2011 7:01 PM
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health insurance premiums increased, which of the following information would be helpful?
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Would like to see what percentage of profit the insurance carriers are posting
each year.

Changes in current laws esp re small employers, and obtaining small group
insurance.

Ability to comparision shop; to create a list of coverages for my employees | am
searching for and have the computer sort and list possible companies that offer
what | am looking for with contact information; Historical performance rating so |
know if | am dealing with a credible company.
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Feb 18, 2011 7:24 AM

Feb 17, 2011 6:40 AM

Feb 16, 2011 11:27 AM









Arizona Department of Insurance SurveyMonkey

Please provide us with any other questions, comments or feedback you have about
individual or small employer health insurance rates in Arizona?

Response
Count
100
answered question 100
skipped question 295

1of12
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| need a Secondary Insurance that is NOT a SCAM. Too many of the so called
Discount programs are taking money under false pretenses - when in some
cases like Essential Health - they do not even have participating hospitals in your
cities. They offer you coverage - even in writing but when you actually go to the
ER for a simple Injury to get an X-ray it ends up costing you $4,000.00 and they
only pay $500.00 - not really coverage is it? (National Union Fire Insurance Co.
did this)

| don't understand how | can be denied coverage for anything having to do with
my colon just because a BENIGN colon polyp was found on regular screening
colonoscopy 2 years ago.

They stink! | cannot even get insurance! Arizona does not give a hoot about
people who cannot get insurance. | do not qualify for Access, am stuck in the
middle, and will be bankrupt shortly due to being uninsured, Thanks, Arizona.

It's a monopoly and they increase prices 20% year in and year out, meanwhile
we have no other options.

| would be more than happy to discuss the experience | went through in January
trying to secure a health insurance plan that | could afford after losing my job. |
can be contacted at 480 544-1715 or Islovell@gmail.com if you think what | have
to offer would be of value. Lynne Lovell

thank you

Rates increase annually and coverage decreases while co-pays and the
percentage paid by the individual/employee also increases. It appears that
health insurers are assuming no risk which may explain the high profits
insurance companies report, year after year.

Our insurance premiums are currently sky rocket high and unreachable to pay.
My boss is going to cancel the group coverage even though we pay half of our
premium. | cannot get health insurance because | have a pre-existing
condition.The health insurance companies need to be regulated! They are the
only business besides the Wall street crooks who are not subject to this horrible
economic down turn.

The options for supplemental medicare insurance, and for part D prescription
insurance are very difficult for seniors to wade through.

We have Aetna US and we are 57 and 61 last year we paid 1100.00 this year it
went to 1638.00 and we had to increase our deductible again. If we had stayed
on the same plan it would have increased to 2025.00 per month. We have had

financial issues this past 2 years and we have used all our retirement up to pay
bills. | do not understand how insurance companies can raise rates to this
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Jun 14, 2011 4:57 PM

Jun 7, 2011 9:28 PM

May 17, 2011 2:05 PM

May 14, 2011 1:05 PM

May 12, 2011 7:33 AM

May 10, 2011 9:16 AM

May 9, 2011 11:06 AM

May 5, 2011 2:50 PM

May 4, 2011 10:20 AM

May 1, 2011 4:20 PM
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I have had the same policy, with the same insurance compnay, since 1/25/2000,
and have a PPO policy with a rider for outpatient testing and prescriptions. The
main policy was mainly for hospitalizations and surgery and does not cover any
doctor visits. The prescription benefit is for a maximum of $1000 per year.
When | took out the policy it covered myself, my husband and our 3 older
children and had a reasonable premium of around $450/month with a deductible
of $1500. In 2001 | began having health problems, resulting in many surgeries
and procedures. By 2004 the premium had increased so much that my husband
and children were changed to a different ins. co., and got better coverage at a
much lower cost. I, of course, was not accepted due to pre-existing conditions.
In August 2004 | went into the hospital to have some tests run and ended up
leaving 10 days later, handicapped for life, and in chronic pain for life, due to an
accident during one of the tests. And no, | did NOT win my lawsuit (which is
another horrible story). The injuries | sustained have caused me to need
multiple surgeries, and constant care by a pain management doctor. Since my
ins doesn't cover doctor bills, and only covers $1000/yr of prescriptions (which |
use up by the middle of February each year), my monthly medical expenses are
running between $1500 and $2000, not including the premium I'm paying for the
insurance. By July 2005 the premium for my coverage alone was at
$611.00/month. 6 months later in Dec. 2005 it increased to $760/month. Dec.
06 up to $889/month. By June 2008 it was set to increase to $1036/mo., which |
couldn't believe. | decided to increase my deductible to $2500 to keep my
premium from going over $1000, so my new premium was $859/month. 1 yr
later, July 09, it increased to $937. In July 2010 it increased by over $260 a
month to a whopping $1200/month! And | just received my notice of increase for
June of 2011 - over $200 a month again, to $1432.40/month! How can an
insurance company legally do this? How do | know how many people are in my
"group"? On top of the horrific premium, which | have no choice but to pay for as
no one else will insure me now, my claims are constantly proccessed incorrectly,
and for the past two years they have overcharged me for my coinsurance by
over $2,000! | am ready to lose my mind and need to know what | can do about
this? Thank you for any help you can give me.

all insuance companies need to cover at least 80% of the total bill. and no co-
pay. and the same for all medicines.

I'm trying to find out what a premium would be

Why doesn't Arizona have a "high risk pool" to help those of us who have a
designated "uninsurable" condition (ie diabetes) obtain reasonable insurance
rates on policies to help us stay well?

I'm getting out of the military and I'm trying to find the closest plan to what | have
now

Our group of surgeons would like to see DOI be even better funded and
supported for all our business concerns which include claim issues with payers,
captive solutions, and purchasing benefits for the group. Nice work DOI!

Does AZ have any regulations regarding price gouging practices by heath

insurance companies in setting premium rates, e.g. something similar to usury
laws limiting lending practices? If so, why not?
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Apr 30, 2011 9:47 PM

Apr 30, 2011 8:56 PM

Apr 27, 2011 7:06 PM

Apr 27, 2011 2:40 PM

Apr 27, 2011 1:31 AM

Apr 22, 2011 6:42 AM

Apr 21, 2011 3:29 PM
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Are there limits for how much or how often a poolicy rate can be increased?
Please go to a single payer health insurnace plan similiar to Hawaii

| would like to see how companies rate regarding coverage and prices in a
standard format that the public can easily view.

Why the 6 month wait for insurance for people who can't get insurance because
of poor health. What do they do while they have to wait the 6 months?

individual health plan for a 62 female.

As an individual who has tried to purchase health insurance, | am appalled at
how hard it has been to find a health plan that will cover my husband and me.
We are healthy people in our 30s and 40s, yet we have been told by the health
insurance carriers that they will not even sell a "major medical" policy to us. This
is wrong. We have COBRA, which is very expensive, and it will run out soon.
Obamacare will force people to buy insurance. Will it also force insurance
carriers to sell it to people at a reasonable price? To me, the problem is that
health insurance carriers are refusing to sell coverage to people - at any price. |
do not understand how this can be legal.

MY INSURANCE RATES ARE GOING UP AGAIN IN MAY FOR THE SECOND
TIME THIS YEAR. DO | HAVE TO BE LOCKED INTO THIS COMPANY UNTIL
DEC. OR CAN | CHANGE INSURANCE COMPANIES NOW?

being that you have to make under $1200 a month to get State help for a couple
(ahccces) plus the State is cutting out adults without children and being 54 my
insurance is $361 a month for a 20/80 plan with 3500 deductible and | am
waiting for a disability hearing which | have been told will be 15-18 months - how
are you suppose to survive???? My husband just got a job at $10 an hour, that is
our total income, my insurance & prescriptions are $500, he has no benefits & no
insurance and is 57 yrs old - we were raised middle class & were ourselves
middle class until the economy problems & we both lost jobs, | got sick & we lost
my house.............. | guess my question is Why is healthcare only for the well-off
or the lucky enough to have a job that provides it - why is the majority of
americans (US Census 70% of working americans make less than $50k a year
and half of those less than $25) considered not worthy to be healthy?

| have lost my job and therefore lost my insurance. Cobra and Hippa are
rediculously high and unaffordable (more than my rent) - especially since | am
unemployed. | would like to purchase my own policy, but Aetna, BCBS, and
United Health all have declined me. What should | do?

| would like to know exactly how much WE the taxpayers spend on insurance for

elected officials and their dependents, and how that amount compares to what
the average family pays for coverage in this bankrupt state.

4 0of 12

Apr 9, 2011 3:47 PM
Apr 5, 2011 11:24 AM

Mar 31, 2011 3:23 PM

Mar 28, 2011 4:33 PM

Mar 28, 2011 2:49 PM

Mar 28, 2011 1:27 PM

Mar 28, 2011 10:33 AM

Mar 27, 2011 9:52 PM

Mar 22, 2011 10:38 AM

Mar 21, 2011 11:28 PM
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| am on COBRA due to end in December. | know | have 2 choices.....Conversion
under hippa or go without insurance for 6 months and get in PCIP high risk pool.
Conversion costs for insurance are 400% higher than what | pay now and | don't
know if | am considered pre-existing to qualify for the PCIP. What if | go 6
months without insurance and apply for coverage with private insurance
company (qualification request for PCIP) and DONT get turned down. Then |
dont qualify for PCIP and dont qualify for conversion because | had no insurance
for 6 months. | don't know what to do. | have COPD and battled micobacterium
avium in the lung and had the left lung removed. Does insurance consider this
pre-existing?

We pay a large monthly premium for our health insurance, but can not afford the
high deductible. We chose the high deductible as the premium would have been
unaffordable for us at a lower deductible. In reality, our "Health" insurance is
really catastrophic accident insurance which is rarely used. We don't get annual
check-ups for preventative care, nor can we afford the high co-pays for same, as
we struggle to pay the monthly premium. Hence we can not use what we pay for,
and the insurance company laughs all the way to the bank. 25% of our annual
income goes to pay for our health insurance. Anything you can do to decrease
these astoundingly high rates will allow us to attempt to save for the future when
we are too old to work... Thank you for your time,

AZ state to help small businesses with discounted prices for insurance for
employees. This would help everyone, employer & employee & state to keep
people employed with health insurance.

We as an employer would like to hire more employees except the rates for are
insurance is so high we can not hire. The cost for a family insurance plan is
around $2,000.00 a month with $10,000.00 deductible. We are looking for some
relief in insurance rates so we can grow are company.

EVERY YEAR WE HAVE TO GIVE UP SOMETHING ON OUR PLAN IN
ORDER TO KEEP OUR INSURANCE. SUCH AS, WE HAVE TO GO TO
HIGHER DEDUCTIBLES AND THEN OUR INSURANCE STILL GOES UP IN
MONTHLY COST ABOUT $300.00. OUR INSURANCE COST SHOULD BE
HOW WE USE OUR INSURANCE AND NOT HOW EVERYONE ELSE IN THE
STATE USES IT. | AM NOT INTERESTED IN PAYING FOR ANYONE ELSE'S
INSURANCE.

As a small business owner it has become so daunting trying to keep up with all
the new laws, rules and regulations. In trying to complete my form for the
"SMALL EMPLOYER HEALTH INSURANCE TAX CREDIT" | could not figure it
out and had to have the accountant do it. And, the amount my business pays for
just health coverage alone (and we also provide dental) is more than what the
state average is so are we getting overcharged? Knowing how they set the rates
would be helpful. | think that there should be a flat rate per person but our
carrier age and gender rates and our group has older people so our premiums
are higher.

What is the cost for HIPAA insurance coverage for a person leaving a job based
health insurance plan and cobra benefits have been exausted?

Is there anything that can be done to reduce rates?
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Mar 16, 2011 12:36 PM

Mar 16, 2011 12:02 PM

Mar 16, 2011 10:38 AM

Mar 16, 2011 9:15 AM

Mar 14, 2011 8:14 AM
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Bring back the Public Option.
how to obtain insurance while under workers comp. claim

How can an individual maintain any savings, put money aside, for big problems
like car repairs, housing repairs (like heater or ac or plumbing problems) or
having to move to alternate housing and pay deposits for said rental, and utilities
set up etcetera, and then pay private company, cobra, or PCIP premiums that
exceed 25% of gross monthly income? This situation is sickening in of itself. |
have Hep-c, take thyroid, and have chronic plantar faciatus-spurs that limit my
time on the feet | need regular lab work about 4 times each year even if | don't
get sick. Why can't there just be "public health service" clinics and
doctors/practioners, and we pay a fair wage based amount, like $100.00 monthly
for low income, to keep us ticking. Millionaires can pay based on their income
too. | am at my wits end and hope to get some real guidance soon. thank you,
Phillip Himel kyotphil@yahoo.com

After my COBRA runs out | am looking for affordable health insurance. | have
type 2 diabetes and a liver disorder. | am no longer employed and am a full time
care giver for my mother. What can | do to get help.

| think with the large variety of companies that offer health insurance it is very
difficult to figure out what company would have the best coverage and rates for
individual coverage without doing a tremendous amount of research and
applying multiple times (a process that takes a lot of time and shifting through
one's medical history) and then still not being able to figure it out, or worse not
qualifying for insurance. | really think looking for one's own health insurance is a
nightmare and if being part of a group (such as working for a corporation) is the
way insurance companies want to cover people, then individuals that don't work
for companies that have health insurance or self -employed people should be
able to form their own "group” and get insurance. Is this something ADOI could
facilitate?

New process received at our clinic. Billed ins. for services rendered. Third party
"processing" company hired by ins. company sends paperwork "blackmailing” us
to sign an "Expedited Fee Amount”, which is less than our service fee. Sent back
paperwork marked on front in black marker by us "We do not negotiate fees".
Ins. company issues check for 50% (much less than proposed "expedited fee")
of our service fee. Is this legal in any state or situation? We are not part of any
network with the exception of medicare.

For years | operated a small business. If health insurance is group rated-why is
there not a flat rate for all subscribers? Isn't it about spreading the risk? | had
about 10 employees and their families. My rates were approx. double for less
coverage and higher deduct's. This went on for about 20 years!!! Now even
larger employers are getting hit.

The Pre-Existing Condition Insurance Plan is freaking expensive! | can't afford
to spend almost half my (pre-tax) salary on health insurance.
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Not clear why premiums keep going up and up and up while at the same time Mar 7, 2011 12:38 PM
CEOs of insurers in our state make more and more and more. Primary care

providers can barely afford to provide health insurance anymore to their

employees! We are small businesses and being taken advantage of - where is

the DOI in advocating for us?!? Is the DOI working with professional

associations trying to advocate for their memebers? Will the DOI be a leader in

setting up the health insurance exchange, which sems like the best way for me

to provide coverage in the future?

How pre-existing conditions affect rates, which conditions cause rejection and Mar 6, 2011 4:26 PM
responsibilities of insurance companies to cover individuals with pre-existing

conditions.

health care is very poor, we need to charge large premiums for people who Mar 6, 2011 9:13 AM

smoke , don't stay at a health weight and do other poor health habits. Many
people eat poor foods and way too much. Those of us that stay fit should get
lower rates.

As a retiree | ould love to see a Health CARE plan rather than and in place of Mar 5, 2011 9:49 PM
Health Insurance.

| feel that mental health treatment and medications should be covered. | also feel Mar 5, 2011 9:47 PM
that birth control and anything with family planning, reproductive health, and

pregnancy should be covered. Lastly, | believe that preexisting conditions should

not be used as a reason to deny a person coverage or to make them pay more

money.

We had a very large Aetna health insurance Health insurance coverage at MSU Mar 5, 2011 8:40 PM
in Michigan covering thousands of University Professionals and Staff that, after
the State DOI regulators investigated rate adjustments, left the State and MSU
completely naked (see Aetna Insurance, Michigan State University, Circa Apprx.
1985 .). We should have a rate adjustment history of each health insurance
Company in the State of AZ. We had multiple policy cancelations from Farm
Bureau (Auto, Home, Umbrella, ranch equipment) based one one toilet
overflowing onto tile floor ! What are these companies afraid of ?? Fungus???
We we were with them for over 27 years. A little water and they disappeared for
us! Last year AIG skunked us on travel insurance coverage saying that
volcanoes were NOT natural disasters. Why do | not trust insurance companies.
YOU MAY QUOTE ME! Dr. Thomas Graham Bell, DVM, PhD

| had insurance | was paying $300/month and they did not cover A SINGLE Mar 5, 2011 1:50 PM
THING while | was on it so cancelled and now | am uninsured. What a scam for

individuals to get health insurance. | owe $3000 for a colonoscopy because they

did not cover a single thing. | get my meds from Canada and India because

meds are not covered either. It is a disgrace that this is the situation in the USA.

| have never been sure how to discover what the rates actually cover. Itis Mar 4, 2011 10:57 PM
almost impossible to have sufficient information to make comparisons between

plans. A free market is supposed to involve "perfect information". My search for

health insurance has involved anything but.
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| am an individual with a lot of recent experience trying to get health insurance
for my family after going on COBRA. | would be glad to participate in any way to
help make the process easier. AZ used to publish a booklet of the cost of
hospital procedures at various locations. This type of consumer info is very
valuable and health insurance is in the same category. Tim Lank Phoenix
480.706.9607

| would like to see Arizona comply with Federal Law. | just do not understand
people who want to avoid health insurance. There is something wrong with
them.

no comment

Families cannot afford the skyrocketing health care costs and neither can the
state. Isn't it time the state of Arizona realize that adequate health care is a
RIGHT of all citizens and not just the rich? We need health insurance for all
citizens so the ill are not the only ones picking up the tab. Rejecting federally
mandated health care changes is suicide for a failing health care system in this
state.

| believe that individuals and employers should pay the cost of insurance, but it is
the job of government to oversee/regulate/balance the business of insurance to
make sure people are treated fairly and insurance companies make a
reasonable profit. As a physician, | can see that there is enormous waste and
unnecessary spending in health care, not to mention the abuse and fraud in
Medicare. A tiny example: a Podiatrist gave my mother a fancy $2000 ankle
support for foot pain, which she never wore because it was so uncomfortable,
and her foot pain went away with a $10 support she got in the drug store. How
many of these $2000 ankle supports have Podiatrists prescribed for people (and
insurance paid for) who don't really need them? | would love to see more effort
to make health care systems more efficient, for example using older drugs which
work just as well as newer ones but are less expensive.

| am unemployed and looking for health insurance and don't know how to shop
for insurance.

we need a single payor source for all

Why do we not have public option health Insurance ? Canadians do & they do
not understand why we do not. | do not care for this total disregard for public
health insurance options and will vote for representative who will work to change
this abysmal situation. | would like to have the Govt work for the people in this
regard and quit being unduly influenced by insurance corporations who only
have profit in mind not citizen health.

8 of 12

Mar 4, 2011 5:20 PM

Mar 4, 2011 3:57 PM

Mar 4, 2011 3:37 PM

Mar 4, 2011 12:10 PM

Mar 4, 2011 11:28 AM

Mar 4, 2011 10:24 AM

Mar 3, 2011 6:52 PM

Mar 3, 2011 6:49 PM







Page 2, Q6. Please provide us with any other questions, comments or feedback you have about individual or
small employer health insurance rates in Arizona?

60

61

62

63

64

65

66

67

68

69

I'd just like to make a note that | support the health reform legislation President
Obama signed into law to help cut costs (has cost containment measures) that
will help reduce federal budget deficits and national debt through reforms of
health care entittement spending, increase access to health insurance for the
uninsured, improve it for the underinsured and hold insurers accountable for
denying coverage to individuals with so called pre-existing conditions, raising
premiums to force some people off their insurance and drop coverage unfairly.
The reason Republican Party and Tea Partiers oppose it is hot because its job
killing or adds to the deficit as they claim but they hate the idea of government
money being used to help the less fortunate. Now the federal budget nor any
state budget should not be balanced off the backs of workers and the most
vulnerable alone. We all should and will have to make some sacrifices but what's
wrong with asking the rich to pay their fair share so government can have money
to fund services like Social Security, Medicare, Medicaid etc for the poor and
middle class. | urge the Arizona Department of Insurance to work with the U.S.
Department of Health & Human Services and crack down on insurance company
discrimination and unnecessary and unjustified rate hikes on individuals or small
employers providing it to employees and their families.

Do insurance companies ever give "good health" discounts for people who have
none/few health issues?

Supplemental and individual coverage (not provided through employers) is
extremely expensive. | have friends who have not bought supplemental
coverage in addition to medicare because they cannot afford it. Unfortunately,
because medicare does not adequately cover all medical problems, they do not
always get health evaluations or treatment they should be receiving. We need
lower cost supplemental coverage for retirees.

See my questions above.

Why can't there be a fair program for all residents to participate in?

Why are our health care costs more expensive than any body else in the world?
Insurance companies need to charge much less than they do right now. We
have a small business and it costs at least double today than it did a few years
ago and we have had no major claims for any of our employees or ouselves.
I've answered these limited questions, but what would really be "very helpful" is
single payer health reform. It's not very helpful to not be able to afford health
care at all.

Technology within the health care system is wonderful, but it is expensive. Is
there anyone out there that is practicing basic, low-tech medicine anymore that
even people with limited income can afford? | wonder if there is a resurgence of
simple low-tech clinics that | am unaware of, or if there is any organizations
trying to facilitate this effort.

no comments.
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health insurance rates in Arizona?

How much do state mandates add to cost of insurance? Currently, do all
insurance companies that do business in AZ have to comply with all mandates?
Do group plans from other states ie. Kaiser, where the employee is living in AZ,
have to follow all AZ rules as well as mandates?

We desperately need public health insurance. this agency needs to advocate for
this as if nothing else matters, which it doesn't. any other effort to inform merely
enable and justifies continued exploitation of AZ residents by insurance
companies.

We're helping out a neighbor with health insurance issues, and it's a nightmare.
The process is so complicated that health professionals are confused and
provide conflicting information. The universal agreement is that health care is
underfunded. People with real needs are being left out. It seems to be set up to
help insurance companies be very profitable. It is not set up to help people meet
their health care needs. We need every elected official to be required to have the
same health care as the poorest people in our state. Then, things might change.

Total remuneration paid out by each provider to their top executives and to their
board of directors, retained earnings including reserves, adinistration and sales
costs and dividends to stockholders as a percent of premiums.

N/A

My wife and | are in perfect health yet it costs us $10,800 per year for individual
insurance with a $5200 deductible. | find this inexcusable. Not only that, our
plan (BSCS of AZ) offers NO coverage, even deductible, for vision, hearing,
mental health, prenatal, dental and probably several other things in the fine print.
WHY?!

No matter how insurance is funded all health care systems are financially
unsustainable unless we switch from a Sickness Health Care Model to a
Wellness Health Care model. Insurance needs to incentivize this approach.

We need to have a pool or something so that people who have pre-existing
conditions and no employer coverage can purchase coverage, and at an
affordable rate. It's scary having no insurance coverage at all. My co. ended our
group plan last year because it could no longer afford the outrageous premiums
(co. isin CA so it was an insurance co. in CA). It was a shock to me that | was
denied coverage.

Best options for seniors not yet 65.

Dental costs are a big expense for families. What is the reasoning behind
insurance companies not covering dental and vision?

Information on the criteria insurance companies use to deny coverage for
individuals. The criteria is confusing and arbitrary and does not seem to be
regulated in any manner. Before you apply with a company you should be aware
of this information.

Why can't small businesses and self employed individuals band together to get
more affordable health insurance premiums?
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Give more incentive for being healthy.
| can't afford insurance. So | have none.

It is becoming prohibitive to insure employees, so | am not hiring any more. | am
just using contractors.

My husband and | are self-employed. We were able to get affordable insurance
through NASE, but have a few excluded conditions. | would prefer to work with
someone local, but don't find any options among carriers in Arizona for an
individual plan.

| am an individual who's premiums are increasing to the point | can't afford them.

As a self employed individual in AZ, my premiums have consistently increased
every year by 15-30% despite inflation and the CPI hovering around 1% during
that time. This is criminal and should be banned from happening. Perhaps rate
increases should be limited by the gov't to 100% of the CPI (consumer price
index) inflation rate. | really can't afford my coverage anymore and have gone
delinquent on other bills to maintain my coverage.

| could get better coverage if | were an lllegal, instead | pay my bills and have
nothing left.

The majority of my employees decline insurance because they can't afford
$1500 a month to insure their family. The insurance carriers NEED to make
health insurance more affordable so that everyone can have insurance. To help
reduce the premium | had to double the deductible ($2K) and choose a plan with
less benefits. | also offer major medical so that they can have some coverage. |
would be interested to see what percentage of profits the insurance carriers are
posting these days.

| find it very bothersome that insurance companies discriminate against self
employed persons looking for insurance and it is hard to fit their "criteria" and be
able to be insured sometimes.

| am satisfied with my insurance rate. What concerns me is if | want to have
better coverage that would include doctor's visits, lab work, and tests , | would be
paying a rate at least double what | am paying now for a short term major
medical plan. | feel | am under insured and therefore not getting the healthcare |
need because of the high cost of insurance.

| have not had a claim on my health insurance in over 10 yrs. and yet my rates
continue to increase...I'd like to know why. Why am | paying for everyone

should be rewarded for that, instead | feel punished.

Health Insurance companies raise the rates on individual policies every year and
TOO much! Why are they allowed to do this!!!! ?

Provide a pool for the uninsurable
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If the ADOI will release rate information, it would be helpful to put it together in
some sort of layman's terms. Its hard enough for people to understand benefit
summaries, much less get them to look at rate charts. Thanks

| believe that the consumer needs to understand that someone has to pay for
those claims he has that are way over and above the cost of his insurance. |
think many of them believe it is virtually magic. A carrier can only pay for claims
from the premiums it collects - and it still has to pay for overhead. In a really bad
year, claims-wise, everyone's rates go up more than usual - just like

homeowner's insurance in an area where there were serious fires or a hurricane.

The money has to come from somewhere.

My small business insurance rates have skyrocketed, and an employee incurred
very high out of pocket expenses due to insurance denials. Appeals time frames
should be extended from two months to a year to allow the patient time enough
to recover or locate help in filing meaningful appeals.

| believe | am aware of current setting of rate, how often, and how they pool, etc.
We need change so Indiv. can have the same coverage at competative price as
group plans!!

| have heard that Arizona will be setting up a health exchange which in turn will
make available information on both individual and small group health insurance
policy offerings through private insurance company offerings. | would hope the
DOI would use this as an opportunity to set up a user friendly, supportive and
informative site that would easily permit a person to shop features, prices and
get necessary eligibility and contact information.

| am a small employer and am very excited about the possibility of getting better,
more affordable insurance for myself and my employees through the state
exchange. | would like more information on this process: how | can get involved
and how our rates will be affected. Thank you.
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ATTACHMENT J

PUBLICITY CONTACTS FOR COMMUNITY MEETINGS
MAY, 2011 AND JUNE, 2011

Networking Phoenix.com
ASU Community Connect
Arizona Department of Health Services
ADOA
Greater Phoenix Chamber of Commerce
Yuma Calendar.org
America Towns.com
602.Areas.com
Arizona Commerce Authority
Zvents
City of Prescott
yuma Sun
East Valley Tribune
AZ Family
ABC15.COM
Northern AZ Chamber of Commerce
Yuma.com
Phoenix New Times
Prescott Daily Courier
Prescott College
The Association of Health Underwriters
Arizona Small Business Association
Health Net of Arizona
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\WWelcomel

Arizona Department of Insurance

m Overview of Rate Review Grant Program
m  Presentation of Rate Review Topics

m  Your Comments & Questions





Arizona Department ofi Insurance

m Part of Arizona State Government.

= Makes sure insurance companies and agents follow
Insurance laws.

s There aren’t laws for everything the public wants.





Arizona Department ofi Insurance

Responsibilities include:
m Licensing Insurance companies & agents.

m Monitoring financial condition of AZ insurance
companies.

m Assisting and educating consumers.

m Reviewing certain policy forms and rates for compliance
with' Arizona law:

- Individual Health Insurance

-  Small Employer Health Insurance





ADOI'S Grant Objectives

B [ransparency

- Improve Public Access to Rate Information
m Compliance

- Enhance Ways to Review Rate Filings
m Technology

- Improve Data Collection & Reporting Technology





ADOI Welsite Postings

B Grant Information

- Notice

- Request for Feedback
- Quarterly Reports

- Meeting Notes

- Website Survey





Consumer-Friendly
Key Indicators

m Rate Filings for Individual Health
Insurance Policies

— What We Currently Review & How We Review It
— Suggestions for Changes, within EXxisting
Arizona Law





Current ADOI Review of Individual
Rates

m Currently, insurers have to submit detailed
rate information to ADOI, for

- Initial Rate Filings
- Rate Revisions





Current ADOI Review: of
Individual Rates

B Rates must meet a certain “anticipated
loss ratio.”

B Insurers must submit rate filings with:
— Certification that the rates comply with the law.

— Supporting documentation, including a rate schedule
and an actuarial memorandum.

— The average rate increase for the filing.





Review of Individual Rates, contd.

m ADOI reviews individual rate filings to be

Sure:
— The filing Is complete.
— The anticipated loss ratio Is correct.

m ADOI does not have the authority to disapprove
Individual rate filings but it can require insurers
to change non-compliant items.





Review! of Individual Rates
Suggested Highlights or Changes

B The Insurance company’s rate changes for
your policy over time.

m The key factors In this year’s rate change.
m \WWhether your policy Is “closed” or “open”.

B The number of policy holders affected by
this Increase.

B The insurance company’s (actuary’s)
process and certification that the rates
comply with the law.





Consumer-Eriendly.
Key: Indicators

B Submittals for Small Employer
Health Insurance Policies

- What We Currently Review & How We Review It
- Suggestions for Changes, within EXxisting
Arizona Law





Current ADOI Review: of Small Greup
Submittals

m |nsurers do not have to submit their rates
to ADOI. However, every year insurers
have to —

- Certify that their rates comply with Arizona law,
and

- Submit certain rates they use to calculate the final
premium for these policies





Current ADOI Review of Small Group
Submittals, contd.

m Rates must be within a certain rate band.

m Every year, iInsurers must:

— Certify In writing that the rates comply with the law.

— Provide “index” and “base premium” rates that they
use to stay within the rate band.

— Insurers are not required to provide the rates they
actually charge.

m ADOI makes sure insurers make their annual
Submissions.





Review! ofi Small Group Submittals —
Suggested Highlights or Changes

B The Insurance company’s rate changes
over time.

m The key factors in this year’s rate change.

B The Insurance company’s (actuary’s)
process and certification that the rates
comply with the law.

E The Insurance company’s compliance with
rate-change disclosure laws.





TThank You

m \Watch our Website for More Information
and Updates!

m \We Value Your Input & Participation —
Thank You for Attending!

m  Public Notice: 100% of this project is financed with federal money. The total grant award is $1,000.000;
however, spending is limited to $550,441.00, which is the amount in the budget ADOI submitted with its grant
application. None of the project is financed by non-governmental sources.
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ATTACHMENT K

ADOI POWERPOINT PRESENTATION
CONSUMER MEETINGS IN MAY AND JUNE, 2011






TO: Alexandra Shafer, Asst. Director
(ADOI, Life & Health Division)

FROM: Kathy Zatari, Rate Review Grant Manager
(ADOI, Life & Health Division)

RE: Rate Review Grant Project: Transparency Objective
Meeting Summary

Date: 14 April 2011

This memo sets forth topics discussed at the April 14, 2011 meeting convened by the Arizona Department of Insurance
(ADQI), as part of its Rate Review Grant activities.

The Rate Review Grant requires ADOI to improve the transparency and effectiveness of rate review by, among other
things, providing consumers with meaningful information about individual and small group health insurance rates. To
this end, ADOI has put together an informal group of internal and external advisors from a variety of constituencies. So
far, this “Transparency Team” includes two producers (agents), representatives of two insurers, the director of
Arizona’s SHIP program, a representative of St. Luke’s Health Initiative (an Arizona non-profit organization whose
work includes community health and health coverage issues), America’s Health Insurance Plans and staff from several
ADOI divisions.

Meeting Participants

Laura Meyer
Susan Navran
Leanne Gassaway
David Childers
Brett Morris

Gay Ann Williams

Kristine Kassel

Vice President and Deputy General Counsel, BCBS AZ
Executive Vice President of Internal Operations, BCBS AZ
Senior Regional Director — State Affairs, AHIP

Kutak Rock LLP

President, Health Net AZ

Vice President, Health Net-Via Speaker Phone, CA Office
(Legislative & Regulatory Compliance)

Insurance Producer & Owner, Benefits by Design

e  Kevin Lurito FSA, MAAA, Principal, Mercer Consulting
e RonBetz MAAA, Mercer Consulting

e  Kevin Russell Mercer Consulting

e  Alexander Shafer Asst. Director (Life& Health), ADOI

e ErinKlug Public Information Officer, ADOI

e  Mary Butterfield Asst. Director (Consumer Affairs), ADOI

o  Kathy Zatari Rate Review Grant Manager, ADOI

e  Steven Noble Rate Review Administrative Assistant, ADOI
e Cathy O’ Neil Consumer Affairs, ADOI

Not Attending

Anne Marie Grande

Kim Van Pelt
Susie Lesmeister

Agency on Aging, Phoenix area
Associate Director, Arizona Health Futures
Supervisor, (Consumer Affairs), ADOI

A Transparency Team meeting was held at the ADOI offices on April 14, 2011, from 10:15 a.m. to 11:45 a.m. The
purpose of the meeting was to continue our joint discussion about rate review grant activities, and to de-brief attendees
on grant activities to date.

To begin, Kathy Zatari made a presentation about second quarter grant activities. These included consumer meetings
throughout Arizona, in both January and March 2011. Kathy explained that these meetings were designed to elicit
consumer comment and feedback on the grant objectives for transparency and meaningful, easy-to-understand
information. Kathy also noted that a website survey posed in February had gathered 283 responses as of 3/31/2011,
and discussed survey results generally. Kathy also mentioned that a draft rate review fact sheet and draft FAQ’s have
been completed; Kathy provided copies of these to all attendees, and requested that they provide any feedback or
suggestions on these by April 21, 2011, because the deadline to post final versions on the ADOI website is April 29,

2011.

Next, Kathy highlighted consumer activities scheduled for the third quarter. These include an additional series of
meetings throughout the State in May and June 2011, where consumers will have the opportunity to provide feedback





on rate review website postings, and suggestions for consumer-friendly key indicators for both individual and small
group filings.

Alix Shafer then made a presentation about continuing work with NAIC on the transparency piece of the grant
program. This includes a program NAIC is developing to permit the public direct access to SERFF filings, from their
own internet access, rather than having to travel to state insurance offices and log on to SERFF. She explained that at
this point, states may decide whether or not to become part of this program, and ADOI has not yet determined whether
the program would be useful for Arizona consumers. It hasn’t been determined whether or not there would be any sort
of summary or condensed versions of these filings, and simply providing thousands of pages of data might not be
helpful to consumers.

Alix then briefly discussed ADOI’s work with Mercer, to review both individual policy rate filings and filings related
to small group policies. She explained that meetings with industry would be scheduled in the upcoming months to
discuss possible changes to individual filing requirements checklist which would be within existing Arizona statutes
and regulations. She further explained that ADOI may propose templates for insurers to use when making their
required annual submissions regarding small group rates, again, with the idea that industry input would be obtained
prior to developing any of these items.

Mercer actuaries then made a presentation about their review, to date, of individual rate filings in the past calendar
year. Kevin Lurito made some introductory remarks, explaining that at this point, Mercer’s review has focused on
obtaining data, and Mercer would not make any final recommendations without stakeholder input, including industry.
Ron Betz and Kevin Russell discussed areas where filings for individual policies either did not include the correct
documentation, or failed to include it altogether. These included matters relating to the checklists, ALR
documentation, actuarial validation, load factors, actuarial certification, effective dates, renewability, historical data,
current requested rates, and signatures of actuaries. Kevin Lurito then discussed areas involving small group filings.
These included the wide range of submissions of attestations of statutory compliance and submissions of base
premiums & index rates, from very brief to very detailed.

Kathy and Alix concluded the meeting by letting attendees know that dates for the industry meetings would be
scheduled in the coming weeks, and thanking them for their continued involvement and participation.
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TRANSPARENCY TEAM MEETING
MINUTES AND ATTENDANCE
April 14, 2011
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ATTACHMENT M

2010 GRANTS TO STATES FOR HEALTH INSURANCE PREMIUM REVIEW: CYCLE |
Arizona Expenditures and Budget Forecast as of June 30, 2011

[Al [B] [C] [D] [E] [F] [G] [H]
Last-submitted Cash Accrued Forecast Forecast
Budget Expenditures  Expenditures Total Budget  Expenditures|] Remaining
(7/20/2011 8/9/2010- as of Expenditures |Remaining as for 7/1/2011- | Budget as of | Revised
Object Class Categories revision) 6/30/2011 6/30/2011 |as of 6/30/2011( of 6/30/2011  9/30/2011 | 9/30/2011 Budget
([B] +[C]) (A1 - [D]) (E1- [FD (A1 - [G])
1 Personnel 102,654 67,608 67,608 35,046 35,046 102,654
2 Fringe Benefits 53,897 31,762 31,762 22,135 22,135 0] 53897
3 Travel 5,300 918 918 4,382 4,382 5,300
4 Equipment .
5 Supplies 19,105 5,074 1 5,075 14,030 14,030 19,105
6 Contractual 317,764 136,722 136,722 181,042 181,042 317,764
7 Construction - .
8 Other 501,280 3,199 3,199 498,081 1,759 496,322 501,280
Total Direct Charges (sum
9 of lines 1 through 8) 1,000,000 | 245,283 1 245284 | 754,716 258,394 | 496,322 | 1,000,000
10 Indirect Charges .
11 TOTALS (line9+line10)  1000,000 | 245,283 1 245284 | 754,716 258,394 | 496,322 | 1,000,000
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