
MEMORANDUM

To: 
Center for Consumer Information & Insurance Oversight,

U.S. Department of Health & Human Services

via email to ActuarialValue@cms.hhs.gov

From: 
Colorado Division of Insurance 

Re:
Comment Responding To Actuarial Value and Cost Sharing Reductions Bulletin 
(February 24, 2012)

Date:
March 22, 2012

______________________________________________________________________________

The Colorado Division of Insurance (the Division) supports the overall approach taken in the Actuarial Value and Cost-Sharing Reductions Bulletin (the bulletin).  The Division agrees with general preference for comparability of actuarial values (AVs). However, the Division does have several concerns with the requirements that all non-grandfathered plans fall within the de minimis metal level definitions.

Calculation of the Actuarial Value

The Division believes that the method chosen by CMS provides the best balance between accuracy, comparability, and usability. The Div[image: image1.jpg]27376 Department of Regulatory Agencies
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ision requests additional information on the required data for creating a modified standard population be released as soon as possible.  

The Division needs additional information to note whether additional unit price tiers would provide a sufficient improvement to offset the additional complexity. 

Operational Method for AV Calculation Using Standard Data

The Division requests that a version of the calculator be widely distributed to allow for batch processing.

The Division also believes that plans should account for the percentage of benefits received outside the network and then use a simple weighted average to calculate the AV of the plan.  The Division is worried that plans may seek to restrict networks excessively and not including out-of-network care may exacerbate this trend.

The Division requests the ability for states to modify the basic calculator to allow statewide payment and plan design reforms to be included in the calculator minimizing the need for deviations from the calculator.

De Minimis Variation Standards

The Division recognizes the importance of plans in the Exchange having similar AVs in each metal level.  However, the same benefit design will change AV over time and this change can lead to a variety of issues with the current operation of the commercial market.  The Division also has concerns with the general requirement for plans outside the Exchange to follow the de minimis variation.  While we support full disclosure of the AV, the Division believes that the market outside the Exchange should have the flexibility to innovate in order to meet the needs of Coloradoans.  

For example, if all AVs are required to fall into the de minimis ranges around the metal levels, many current non-grandfathered plans will not be allowed to be sold in 2014. These plans are currently selected by Coloradoans because they meet their needs and altering them to conform to a somewhat arbitrary comparison condition may not be in the best interests of Colorado. Eliminating these plans will add an additional layer of disruption to the 2014 marketplace as current insureds will need to transition to new plans. 

The Division also would like to highlight the tension between current guaranteed renewability laws and the proposed de minimis variations.  Plans may need to change on a regular basis to meet the de minimis variations.  These benefit changes will create additional workload on both regulators and carriers. Colorado law requires changes to health benefit plans to be approved before rates can be submitted. This requirement may need to be modified to accommodate the potential changes in plan design accompanying a rate review process that includes auditing of the AV and determination of discriminatory benefits.

The Division also has specific concerns with requiring de minimis variation in the individual and small group plans.

Actuarial Values in the Individual Market 

Many plans in the current individual marketplace are priced on a lifetime loss ratio basis.  The Division has not required these policies to use updated anticipated durations because of the uncertainty around the potential changes to these plans in 2014.  A regulation issued limiting plans to the de minimis levels would likely push the Division to require carriers to use a much smaller anticipated duration resulting in additional disruption in the near future.

Actuarial Values in the Small Group Market

The Division has a separate set of concerns around the requirement that small group actuarial values fall within the de minimis variations.  While comparability of plan designs is important for individuals, it is less important for small groups who have developed systems to analyze health insurance decisions over the years.  However, these small employers need to provide additional communication to employees regarding the plan design choice and this can lead small employers to favor the current benefit plan over changes.  For example, small employers whose plan changed to maintain the de minimis variation would need to provide the summary of benefits and coverage to all members in the appropriate time frame.  

Small employers also position their benefit packages competitively in their industry.  Restricting the plan designs available may not enable employers to provide this positioning.  These competitive pressures may provide additional incentives for small groups to self insure if additional flexibility is not provided.

Treatment of Health Savings Accounts and Health Reimbursement Arrangements in Calculating AV

The Division requests information on who will monitor the value of plans that include employer coverage through contribution to an employee’s account. Also will the combination of the plan and contribution be required to fall within the de minimis variation?

Cost-Sharing Reductions and Out-Pocket Limits

The Division has concerns about the workload involved in checking the prospective subsidy amounts. Given that the AV is not directly related to specific carrier cost, the Division does not anticipate automating this task so additional employees or contractors may be needed to verify this information.
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