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MISSION STATEMENT

To build a foundation of values
which advocates fair and
ethical industry practices with
excellence and integrity.

To promote and support the
community of health insurance
professionals, to educate
themselves and the public

and influence legislation to
promote quality health care.
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Service for Health Agents for...

e PrimeCare IPAs
e Coachella Valley Physicians
e Mercy Physicians Medical Group

"« Redlands Family Practice

e Primary Care Associates Medical

Group

We recognize the importance of local agents and
corporate customers in growing our membership and
are active in supporting you to help us grow.

How can we help you?

P Support for your health fairs and open S
enrollment meetings

P Photo directories of our physicians are online
and updated each month ‘4 @ TEMECULA

P Informational flyers and brochures about our |
IPAs and doctors

P Fax blast updates alert you to changes in our

networks

Introducing a New feature saiviieies

SAN DIEGO COUNTY O

RIVERSIDE/
SAN BERNARDINO COUNTY

COACHELLA

P Direct broker hotline for your questions

Call us at (909) 605-8085 when you want to check up on a NAMM IPA patient.

Lindsay Michelotti

NAMM California

Customer Service Representative N AMM g ' g
10801 6th Street, Ste. 220, Rancho Cucamonga, CA 91730

Hours: 8:00 a.m. to 4:30 p.m. M-W-F North American Medical ¥Management

8:00 a.m. to 6:00 p.m. T-TH
Email: LMichelotti@nammcal.com

NMAO012810CC




IEAHU Website: www.IEAHU.org is a Very Useful Tool for Our Members!

INLAND EMPIRE ASSOCIATION
OF HEALTH UNDERWRITERS

If you’re not checking it periodically, you should do so to:
Download, view and print out electronic, colorized versions of our

Inland Informer newsletter.

Easily make online reservations and prepay for IEAHU events.
Check the Calendar of Events to see what’s going on!

Access the list of IEAHU officers and board members to easily identify
and contact them and committee members and our Executive Director.

Access easy “links” to reach the websites for CAHU, NAHU and the

California Dept. of Insurance

Make use of a Membership Application to renew your membership -
which you can print out, complete and mail to us.

Plus more handy features will be added as soon as possible. If you have any questions
about IEAHU's website, please e-mail Don Doppmann: DoppmannD@aetna.com
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MORE>

To be competitive in today’s market, you have to offer your clients m
CaliforniaChoice is the perfect solution for brokers who want to stay
than a plan on a spreadsheet. And with all the extra benefits like Free
Free Vision, Free Cal Perks Discounts and having real people answer w
no comparison for your clients who want more.

5 Health Plans | 28 Plan Designs | Dental | Vision | Hearing | HR Support | Chi
Life | POP | Cal Perks Discounts | Integrated Payroll | Defined Contribution | Single

o
e

a1
1

. 1¢'s :i'ime _fo_, get More and deliver More. It’s time to present CaliforniaChoice.
“Call 800.542.4218 ox vis‘it"-w;v_vw.calchoice.com for a quote.

Anthem. & (7 HealthNet" % yaiser PERMANENTE. SHARD . 2 @ CalifomiaChOice K

HEALTH PLAN

e ot ol i oecision . e k“ Your Health. Your Choice.®




DCAHU is proud
to announce that
we have already

achieved
Cy S b certification
ASSOCIATION OF for- NAHU’S

HEALTH UNDERWRITERS

“Silver Seal” status!

This reflects a local chapter
board’s ability to exemplify high
levels of operational success,
as well as of financial and
structural documentation -

as required by NAHU for this
award. Thus far, only about
2/3 of CA’'s local chapters have
qualified, including ones in
operation for many years.
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HEALTH IN BALANCE

Health Net of California is proud to sponsor the Inland Empire
Association of Health Underwriters. And proud to put health

in balance within reach of more Californians.

With Decision Power® we meet the needs of the whole person — from wellness to
health coaching, chronic condition management and end-stage support. Available
24/7 at no extra cost, Decision Power gives people the power to choose and the
knowledge to choose wisely.

Decision Power. One more reason why Health Net is a better decision.

Health Net’

A BETTER DECISION

You have access to Decision Power through your current enrollment with any of the following Health Net companies: Health Net of California, Inc.; Health Net Life Insurance Company.

Decision Power is part of Health Net’s Medicare Advantage benefit plans. But it is not affiliated with Health Net’s provider network. Decision Power services, including Health Coaches, are
additional resources that Health Net makes available to enrollees of Health Net of California and Health Net Life Insurance Company.

Health Net of California, Inc. and Health Net Life Insurance Company are subsidiaries of Health Net, Inc. Health Net, A Better Decision, and Decision Power are registered service marks of
Health Net, Inc. © Health Net of California, Inc. All rights reserved.
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CALENDAR OF EVENTS 2011

IEAHU MEETINGS
DAVE & BUSTERS, ONTARIO

Thursday, May 12, 2011
9:30 am to 2:30 pm Meeting

11:30 am - 12:30 pm Lunch

Ontario

May Luncheon Meeting

Dave & Buster’s Restaurant -

4821 Mills Circle ( Ontario Mills)---909-987-1557
(north east side of the mall )

“Ethical Practices I”

(CE Course #244069)

join us for a 4 hour CE Course
that meets the mandatory Ethics
Requirement for license renewal.
Presented by LyteSpeed Learning
Sponsored by Health Net

Special price for CE & lunch $40.

DCAHU MEETINGS
DESERT FALLS CC, PALM DESERT

Thursday, May 19, 2011
11:30 am to 1:30 pm

DCAHU Luncheon Meeting
Desert Falls Country Club
Cook St. & Country Club Dr.
1111 Desert Falls Parkway, Palm Desert

“Annuities 101”
presented by

presented by Paul Irving
CPS Insurance Services

A Voucher for CE Credit will be given to
each attendee

Sponsored by: Genworth Financial
Register for this event! (coming soon)

Thursday, June 9, 2011

11:30 am to 1:30 pm

Ontario

May Luncheon Meeting

Dave & Buster’s Restaurant -

4821 Mills Circle ( Ontario Mills)---909-987-1557
(north east side of the mall )

Health Insurance Exchanges
(Course #250607)

will help you understand what an
Exchange is, how it will work and the role
the broker serves in assisting consumers
with Exchanges.

Presented by Steve Van Wart, VP

of Exchange Services for Choice
Administrators

Sponsored by San Antonio Community
Hospital.

Thursday, June 16, 2011
8:30 am to 4:00 pm

DCAHU Luncheon Meeting
Desert Falls Country Club
Cook St. & Country Club Dr.
1111 Desert Falls Parkway, Palm Desert

“CA Partnership for LTCi
- A New Approach”

This is the 8 hour CE class every agent
needs to take every 2 years in order to sell
LTC Partnership Insurance Plans

presented by Larry Banks -

Advanced LTC Insurance Services, LLC

8 Hours of CE Credit - CE Course #85943
Sponsored by: TransAmerica Life Insurance
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LIS ‘ The Best in Broker Sales Solutions

LISI IS YOUR

Health Care
Reform

RESOURCE

Contact LISI today and receive free,
personalized Health Care Reform flyers
you can give to your clients

e
DATES —
e randfathered plans
n ‘he\egoPACQrdab\e Care A
a!le.n!\’(o

i and Af

get |

CcAa
2010)

YOUR LOGO HERE)

LATEST TOPICS INCLUDE:
B Grandfathering and how your groups may be effected;
B The expansion of nondiscrimination rules;
B What you need to know about the small business tax credit;
B Funding for worksite wellness programs, and others.

Local Support & Expertise B 24/7 Online Quoting B Benefit Subsidy Program B Exclusive GA for CoPower

866.570.LISI (5474) = www.lisibroker.com

IEA/O-020 03/11




Brokers Seek To Preserve Role In Health Insurance Marketplace

nsurance brokers, worried their

livelihoods are in jeopardy from
the health law, are pressing Con-
gress and state legislatures to
safeguard agent commissions and
guarantee them a key role in new
marketplaces being created for
consumers to obtain coverage.
The efforts are spawning political
clashes between consumer advo-
cates and brokers and a debate
about whether the proposed bro-
ker protections would help con-
sumers save money or lead to
higher premiums.

“Obviously the brokers are ner-
vous and this is a time of dramatic
change, and they’re doing ev-
erything they can to survive and
evolve,” says Sabrina Corlette, a
research professor at Georgetown
University’s Health Policy Institute
who is critical of the brokers’ ef-
forts. Brokers warn that alienating
them could undermine the success
of insurance exchanges, the online
marketplaces that will allow pur-
chasers to compare plans’ prices
and benefits. Small businesses and
individuals will be able to use the
exchanges beginning in 2014.

In some state legislatures, bro-
ker-backed bills would give agents
seats on the exchange board,
which will set the operating rules.
In lowa, a bill that is getting na-
tional attention would require all
consumers to use a broker when
buying policies through the ex-
change and guarantee the broker
at least a 5 percent commission.
A bill pending before Minnesota
lawmakers would require that any-
one selling, negotiating or solicit-
ing insurance for a health plan be

by Jordan Rau and Julie Appleby - www. kaiserhealthnews.org

licensed by the state.

Other places are moving in the
opposite direction. Maryland and
the District of Columbia, for ex-
ample, are mulling bills that would
bar brokers from decision-making
positions. Many states, including
Virginia, haven’t set rules on bro-
kers yet.

On the national level, the bro-
kers’ lobby and a task force of the
National Association of Insurance
Commissioners are preparing draft
legislation for Congress that would
exempt broker commissions from
new rules that require insurers to
spend at least 80 percent of the
money they collect in premiums
on medical care. Only 20 percent
may go toward administrative
costs and profits.

Insurers who fail to meet the
80 percent requirement must pay
rebates to consumers, under the
law. Brokers say the rule is prompt-
ing insurers to cut commissions to
reduce administrative costs.

Gary Cox, a broker in Sterling,
Va., said insurers have been cut-
ting commissions by between 25
and 50 percent because of the new
rule. “We’ve seen disruption here in
Virginia and Lord knows elsewhere
as well,” he said. “We haven't re-
ally seen people say goodbye yet,
but | would imagine there’s going
to be a significant percentage of
brokers or agents who are going
to say ‘I'm not going to play in
that game anymore.””

Ethan Rome, executive director
of the liberal group Health Care
for America Now, said the legisla-
tion being discussed by the insur-
ance commissioners would “allow

insurance companies to spend less
on actual health care and more on
administration, profits and CEO
salaries. That means consumers
will get a raw deal.”

Major political players in the
health care lobby are taking sides,
with America’s Health Insurance
Plans backing the
brokers and the American Medical
Association joining with consumer
groups against the agents.

There are more than 434,000
insurance agents in the United
States, according to the Bureau
of Labor Statistics, and most sell
health insurance. The median an-
nual income for a broker in 2008
was $45,430. Brokers often earn
commissions between 3 and 10
percent of premiums, according
to the website of the National As-
sociation of Health Underwriters,
an Arlington, Va.-based group that
represents brokers.

Consumer advocates say some
brokers earn even more in sell-
ing individual policies. Brokers say
many insurers increasingly have
moved to pay brokers a flat fee,
which for business coverage can
range from $1 to $30 for each em-
ployee each month. Brokers say
their commissions are being cut
severely by insurers.

“l think we make it a more ef-
ficient system,” said Dave Ver
Woert, a broker in Cedar Rapids,
lowa. “We add point zero zero
something percent to the costs,
so they’re attacking a small, small
piece of what the bigger problem
is. Health insurance is expensive
because health care is expensive.”

see BROKER, cont. on page 11
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l : CHOICE BUILDER’

One Enroliment
Application.

Choice Builder offers dental, vision, chiropractic and
life benefits, including access to the nation’s leading
carriers, in ONE program, all consolidated into one
monthly bill.

We offer both Employer Sponsored and Voluntary
options, so regardless of your clients’ budget, you’ll
have a solution that gives them the power to offer
additional benefits to employees, and feel good
about being able to do so.

Ancillary benefits
are not affected
by health reform!
VS Q for life
LANDMARK"
l{/& —
Assurity
Life Insurance Company
EyeMed
VISION CARE. 1 a

Our team of experts will create
customized quotes for all of your clients.

Call today! 866.412.9254




BROKER, from page 9

There’s little independent data on
brokers’ cost to the system, and
some consumer advocates be-
lieve some broker commissions
are higher than what the industry
says. Timothy Jost, a professor at
the Washington and Lee University
School of Law and an official con-
sumer representative to the NAIC,
said most people won’t need bro-
kers because buying policies in the
exchanges will be simpler than buy-
ing insurance now. “Frankly | don't
think that there’s going to be quite
as much to do as there is now,” he
said.

Brokers have political clout. Their
political action committees gave
$4.2 million in the 2010 congres-
sional elections, according to the
Center for Responsive Politics, a
nonprofit watchdog group based
in Washington. The center listed
the entire insurance industry as the
sixth biggest giver to candidates
for Congress for the 2010 elec-
tions.

In Congress, U.S. Rep. Mike Rog-
ers (R-Mich.) already has said he
plans to introduce the legislation
along the lines of what the bro-
kers want. Janet Trautwein, presi-
dent of the National Association
of Health Underwriters, says she
expects members of both parties
to sign on as co-sponsors. Defend-
ers of the health law, such as Sen.
Jay Rockefeller (D-W.Va.), are gear-
ing up for a fight. “I think it's safe
to say that there will be a vigor-
ous debate in Congress on this,”
says Vincent Morris, a Rockefeller
spokesman.

In a recent letter to the insur-
ance commissioners, Rockefeller
expressed his disappointment that
the group was re-opening debate

on the issue “on behalf of just one
of the many interest groups not
completely satisfied” with the min-
imum spending rules. He said he
would oppose any such legislation
that “would protect the income of
health insurance agents and bro-
kers, but at the expense of millions
of American consumers and busi-
nesses.”

Brokers are often powerful voices
in states, which license them, and
have allies among many state in-
surance commissioners.

“The majority of commissioners
do believe the agent role is just
so important in purchasing health
insurance,” says Mary Beth Senke-
wicz, the deputy commissioner in
the Florida Office of Insurance Reg-
ulation. “The agents, they’re little
mini-HR departments. The agent
actually goes out, shops the plan
and looks at the demographics of
the group. Post-sale, agents pro-
vide a tremendous service. We've
heard stories of being admitted
to the hospital Saturday night and
getting denied by the insurer, and
they call the agent and the agent
takes care of it.”

Some insurance brokers serve in
part-time legislatures: the author
of the lowa bill, Democratic Sen.
Tom Rielly, is an insurance agent.
His office said he won’t discuss the
bill until it's ready to be debated
on the Senate floor. A competing
bill without the broker provision
is also pending in the lowa leg-
islature. “The brokers are a really
strong lobby,” says Carrie Fitzger-
ald, a senior health policy associ-
ate at the Child and Family Policy
Center, a nonprofit based in Des
Moines. “No one wants 11,000
people to lose their jobs, but there
has to be some choice for people

to not have to go through a bro-
ker.”

The battle in the states revolves
around competing visions of the
exchanges. Consumer advocates
say that the exchanges should be
easy enough to use akin to travel
websites such as Expedia that many
people will be able to buy policies
on their own and that using bro-
kers will drive up costs. They also
say people with vested interests,
such as brokers, shouldn’t be set-
ting the rules.

Butbrokers’ representatives argue
that buying health coverage is far
trickier than buying a plane ticket.
They say that individuals and small
businesses need professional guid-
ance to select the best policies and
that exchanges need brokers’ help
in setting up their rules. “l wouldn't
tell someone they could get legal
advice and know everything they
need to know just by looking up
something online. They would
need to consult an attorney,” says
Trautwein. “Our members are pro-
fessionals also.”

Jesse A. Patton, a broker and
president of the lowa Retail Feder-
ation, warned that if brokers don’t
have a financial incentive to bring
people into the exchanges, they
may steer people to policies sold
elsewhere, potentially undermin-
ing the success of a core element
of the health law. “For the states
that have the agents as a foe,
that’s going to put real pressure
on the exchange,” Patton says.
Without brokers, “the exchange is
going to have a really tough time
of surviving.” Jost, the law profes-
sor, agrees that’s a worry. “That
has destroyed exchanges in the
past and it's a real consideration,”
he says.
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NATIONAL CENTER FOR POLICY ANALYSIS
WEEKLY HEALTH POLICY DIGEST

Repeal and Replace: Health
Reform Law Turns One -

On the first anniversary of the
president signing the health reform
bill into law, Investor’s Business Daily
featured an editorial coauthored by
National Center for Policy Analysis
President and CEO John C. Goodman,
former House speaker Newt Gingrich
and James C. Capretta, a fellow at
the Ethics and Public Policy Center. It
reflects their one-year assessment of
the health reform law:
B Ever-more-costly mandate: The
health reform law will force Americans
to buy insurance whose premiums
will rise at twice the rate of their
incomes.
B Bizarre system of subsidies:
Depending on where insurance is
bought, the subsidies for individuals
are radically different, a cost
factor so large it will force a major
reorganization of American business.
B Perverse incentives for insurers:
Health plans will try to attract the
healthy and avoid the sick; and after
enrollment, they will overprovide to
the healthy and underprovide to the
sick.
B Perverse incentives for people
buying insurance: With small (and
maybe unenforced fines), people will
have an incentive to wait until they
are sick to buy insurance, and then
drop coverage after their medical
bills are paid.
M Tattered safety net: With 32 million
newly insured, and more generous
coverage for almost everyone else,
there will be a huge increase in the
demand for care; but the legislation
has no provisions to increase supply.
The result: increased waiting times at
the emergency rooms and in doctors’
offices -- with those whose plans pay
below market being pushed to the
rear of the waiting lines.
B Benefits cuts for seniors: Deep
Medicare cuts will make itincreasingly

WWW.Ncpa.org

hard for seniors to find doctors to
treat them and facilities who will
admit them.

Negative Consequences of
Health Reform Already Felt-
The negative consequences of the
Patient Protection and Affordable Care
Act already are cascading through the
health sector. Even though most of
the provisions of the health overhaul
law do not go into effect until 2014,
its destructive impact already is being
felt by senior citizens, children, and
small and medium-sized employers,
says Grace-Marie Turner, president of

the Galen Institute.

One of the earliest indications of lost
coverage came in June 2010 when
Health and Human Services Secretary
Kathleen Sebelius told health insurers
that they must write policies for
children under age 19, including
those with pre-existing conditions,
no matter when their parents apply.

Rather than face the very real
prospect that most parents would
wait to buy the coverage when
the children had a significant
medical condition, many carriers
have decided to leave this market
altogether. Texas has seen all of
its carriers drop child-only health
insurance, as have other large states
including Florida and lllinois. Seniors
were also hit early with the news that
their carriers were leaving the market
as a direct result of impact of the
health overhaul law.

More than 11 million seniors
have opted to join private Medicare
Advantage plans that offer more
generous benefits and lower out-of-
pocketcoststhantraditionalMedicare.
But to pay for expanded entitlements
for working-age Americans, the law
slashes spending on these private
plans. Chief Medicare actuary
Richard S. Foster estimates that total
enrollment in Medicare Advantage

plans will be cut in half, by as many
as 7.4 million over the next 10 years.

Small businesses are among the
first to be negatively impacted in the
group insurance market. In Colorado,
for example, Aetna will stop selling
new health insurance to small groups
and is moving existing clients off
the plan this year, affecting 1,200
companies and 5,200 employees and
their dependents.

Source: Grace-Marie Turner,
“Negative Consequences of Health
Law Force Health Insurers to Withdraw
from Markets Across the Country,”
Galen Institute. For full article, go to:
www.galen.org/fileuploads/Health_
Insurers_Withdraw_from_Markets.
pdf

Affordable Care Act Will In-
evitably Face More Reforms-
Given the sharp and unpredictable
fiscal risks that the Affordable Care
Act (ACA) imposes on the federal
budget, a second round of reforms
is inevitable. The only question is
whether they will be enacted before
the United States faces a fiscal crisis
or in the midst of one. The sooner
real reforms are implemented,
the less painful they will be, says
Paul Howard, a senior fellow at the

Manhattan Institute.

What approach should a future
Congress and President take to put
the U.S. health care system on a
sustainable path without forcing
draconian cuts in patient access or
strangling medical innovation?

B Tax reform should be the first
order of business.

B Health insurance markets should
also receive a powerful dose of
competition: either through pure
interstate insurance sales or through
an optional federal charter for health
insurance.

B Well-funded and well-designed
highrisk pools could provide a solution

12
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for the chronically il who cannot
currently afford insurance at market
rates, without distorting the entire
market through community rating
and guaranteed issue regulations.

B The states should be encouraged to
experimentwithadditionalinnovations
B reforms in Utah, Massachusetts
and elsewhere should be allowed to
flower or fail before the entire nation
is committed to one state’s work in
progress.

Finally, we should face the reality
that there is no administrative “silver
bullet” for fixing health care. Every
wealthy country is faced by the triple
challenge of aging populations, rapidly
advancing health care technology
and a shrinking workforce to pay for
it. Individuals will need to assume
more responsibility for their own
health and plan for long-term health
care expenses that will accrue with a
substantially lengthened lifespan. As a
society, our assumptions about health
and work will have to adapt to these
new realities, says Howard.

Putting Health Care on
a Sustainable Path-

National Center for Policy Analysis
President, CEO and Kellye Wright
Fellow John C. Goodman testified
before the Energy and Commerce
Subcommittee on Health on March 9.
He discussed major structural flaws in
the Patient Protection and Affordable
Care Act (PPACA). Each flaw is so
potentially damaging, Congress will
have to resort to major corrective
action even if critics of the new health
care law are not part of it. Further,
each must be addressed in any new
attempt to create workable health
care reform, Goodman said.

Goodman focused on five main
themes:
B The growing cost of the individual
and employer mandates.
B The bizarre system of subsidies.
B The perverse incentives the reform
creates for insurers and individuals.
B The impossible expectations placed
on the health care workforce.
B And the large benefit cuts for
seniors.

Goodman hopes Republicans and
Democrats can agree on reforms that
will truly control runaway entitlement
spending. In the meantime, the
approach should be to cancel cuts
that are never going to be made
anyway and pay for the cancellation
by delaying the implementation of
key provisions of the PPACA.

Surgeons Order Imaging Tests

for Defensive Purposes-
For many years now, some physicians
have ordered specific diagnostic
procedures that are of little or no
benefit to a patient, largely to protect
themselves from a lawsuit. Until now,
however, efforts to actually measure
defensive medicine practices have
been limited primarily to surveys sent
to physicians. In a new study from the
American Association of Orthopedic
Surgeons (AAQS), however,
researchers look at the actual practice
decisions of physicians regarding
defensive imaging.

The study found that 19 percent
of the imaging tests ordered were
for defensive purposes. Defensive
imaging was responsible for $113,369
of $325,309 (34.8 percent) of total
imaging charges for this patient
cohort, based on Medicare dollars.
The overall cost of these tests was 35
percent of allimaging ordered because
the most common test was an MRI, an
imaging test which costs more than
a regular X-ray. Researchers found
that surgeons were more likely to
practice defensively if they had been
in practice for more than 15 vyears,
says the AAOS.

Competition in Southern Cali-
fornia Lowers Hospital Costs -
When it comes to health care there’s
little debate about whether Northern
California or Southern California
is more expensive, says the Los
Angeles Times. On average, hospitals
in Northern California’s six most
populous counties collect 56 percent
more revenue per patient per day from
insurance companies and patients
than hospitals in Southern California’s
six largest counties.

In San Francisco, the most expensive
of these northern counties, hospitals
get $7,349 per patient per day on
average.

In Los Angeles County the figure
is $4,389, and in San Bernardino
County, it's $3,931 -- the lowest of the
southern six. In Southern California,
competition plays a robust role in
keeping hospital and insurance costs
down. Half of theregion’s 167 hospitals
are run by independent operators.

Northern  California  hospitals
say their prices are driven up by
significantly higher costs for labor,
supplies and other necessities. But
leading health care economists say
that most of the disparity stems from
a lack of competition in the north,
where a wave of consolidation has
given a handful of hospital networks
unusual power to dictate what private
insurers and their customers pay for
care.

Accountable Care Organiza-
tions Face Tough Future-
Policymakers in several industrial
countries are seeking to limit the
rise in health care cost growth by
supporting coordinated or integrated
care programs, which differ from
most prevailing forms of medical
organization in how physicians are
paid and how they work in groups.
However, as long as fee-for-service
payment systems remain an option,
general practitioners will be reluctant
to embrace coordinated care because
it would give them less autonomy in
how they practice, says Peter Zweifel,
a professor of economics at the

University of Zurich.

B A Swiss study indicates that general
practitioners will require a pay increase
of up to 40percent before they are
willing to accept coordinated care.

B A similar study found that Swiss
consumers wanted a substantial
reduction in premiums to accept it.

B These findings suggest that
provisions of U.S. health care reform
designed to encourage the growth of
coordinated care -- such asaccountable
care organizations and medical homes
-- may face a challenging future.
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Do Health Insurers Deserve the Latest Public Hit?

by Dan Diamond, California Healthline Contributing Editor - www.californiahealthline.org

March 9, 2011

The federal health reform law argu-
ably wouldn’t have passed Congress if
not for health insurers -- a dubious and
accidental achievement, in the eyes of
many payers.

Anthem Blue Cross’ early 2010 deci-
sion to hike rates by as much as 39%
provided the political cover for some
House Democrats to back the reform
bill, which at the time was idling in
Congress. Seizing the moment, the
legislation’s supporters bashed insur-
ers’ behavior and argued that reforms
would slow premium hikes while end-
ing the industry’s worst practices, like
rescinding coverage from sick patients.

Recent weeks are starting to echo
last spring.

A year into the federal overhaul,
health insurance premiums are still
rising and small businesses have been
disproportionately hit, the New York
Times notes. In California, Anthem
Blue Cross has again announced a rate
hike, effective May 1, which means
that some policyholders will face a cu-
mulative rise in premiums of more than
40% in less than a year. Blue Shield of
California also plans to raise rates by as
much as 59%, prompting anger and
public protests last week.

Insurers say that soaring health care
costs have forced them to raise their
rates. But patient advocates blame an-
other culprit: Wall Street.

POINT: HEALTH INSURERS’ PROF-
ITS MUST BE REINED IN

Consumer watchdog Health Care
for America Now released a report
last week that found the nation’s five
largest health insurers had collectively
profited by $11.7 billion in 2010. Ac-
cording to the HCAN analysis, the
five companies’ profits increased by
51% between 2008 and 2010, with
the group citing “Wall Street-driven
trends,” like spending less on medical
care and collecting more in premiums.
The “companies’ financial success is the
result of a business model that avoids

risk and provides less care,” said Ethan
Rome, HCAN's executive director. The
group cites the report as evidence for
maintaining the health law.

Others say that focusing on profit
margins ignores a statistic that further
illustrates insurers’ financial strength:
return on equity. The companies are
required to carry significant capital in
order to cover potential payouts, which
tends to tamp down year-to-year prof-
its as insurers stockpile considerable as-
sets. Moreover, “insurance companies
rarely ever lose money ... they just lay
off their staff and start denying claims,”
one commenter wrote on economist
Tyler Cowen’s financial blog. “That's
what has people upset, not the relative
profit margin but rather the consistent
profits.”

COUNTERPOINT: HEALTH IN-
SURERS ARE LESS PROFIT-
ABLE THAN MANY ASSUME

However, some argue that private
insurers are being unfairly demonized
-- again -- and their financial success is
being dramatically overblown.

Forbes blogger Avik Roy contends
that “health insurance is one of the
least profitable industries in America.”
According to Roy, publicly traded
health insurers averaged a “measly
4%" profit margin in 2010, compared
with profit margins of 20% for ciga-
rette manufacturers, 13% for soft-drink
manufacturers. “If health insurers are
profit-hoarding devils, so is the rest of
the private economy,” Roy concludes.

Meanwhile, a Government Account-
ability Office report released last week
found the federal government made
about $48 billion in improper pay-
ments to traditional Medicare fee-
for-service plans in 2010. Noting that
Medicare fraud represented nearly $4
to every $1 in top insurers’ profits, Jef-
frey Anderson of the Weekly Standard
concludes that “private insurers may
never manage to make nearly as much
money as government-run health care
programs manage to lose.”

Further, some argue that health pro-
viders -- and not payers -- have more
pricing power in the nation’s health
care system and deserve greater re-
sponsibility for spiraling health costs.
Trying to tamp down rising premiums
in his state, New Hampshire Gov. John
Lynch (D) recently called for a morato-
rium on new hospital construction, ar-
guing that hospitals are using “excess
cash” for “advertising, trying to attract
market share from each other, buy-
ing physician and laboratory practices
across the state, and then increasing
overhead charges to patients.”

LOOKING AHEAD: PREMIUM HIKES
PROMISE CONTINUED SCRUTINY
The dust-up over insurer profits is set-
ting the table for the next big fight:
how the federal health reform law will
oversee payers and guard against un-

necessary rate hikes.

CMS has laid out its proposal on
which information insurers will have
to disclose to consumers about exces-
sive premium rate increases. However,
Consumer Watchdog warns that many
health insurers could keep their rea-
sons for hiking rates a secret under the
current plan.

Citing local payers’ planned rate
hikes, a San Francisco Chronicle editori-
al argues that the California Legislature
should approve a bill (AB 52) to give
the insurance commissioner the power
to reject some premium increases. Ac-
cording to the editorial, “Californians
deserve to have reasonable prices for
health care. These increases are not.”

Meanwhile, insurers are pushing
back on other aspects of the reform
law, such as requirements to spend a
certain amount of premium dollars
on patient care. Former Cigna execu-
tive Wendell Potter contends that if
insurance industry leaders “get what
they’re lobbying for, the medical-loss
ratio requirement will essentially be
meaningless, and consumers will prob-
ably never see a dime of the promised
rebates.”
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Heard On the Net

California Must Address Rising
Health Care Costs

- In a Capitol Weekly opinion piece,
Patrick Johnston -- president and CEO of
the California Association of Health Plans --
attributes high insurance premiums to the
rising cost of medical care. He writes, “As
the cost of providing services increases,
so do insurance premiums. The only way
to shrink the impact on consumers is to
bring down the rising cost of medical
services.” He adds, “With health care costs
rising so rapidly, the conversation needs to
begin with the pricescharged long before
Californians receive “their premium bills
or see the deduction for health insurance
on their paycheck.” Johnston concludes,
“Change must focus on the underlying
costs of hospitalization, doctors’ care,
prescription drugs and all the other
ingredients that make up 87 cents out of
every $1 in premium prices.”

—www.californiahealthline.org

Blue Shield Calls Off Plan To
Impose Premium Rate Increase in
May

- In mid-March, Blue Shield of California
announced it would cancel planned
May 1 rate increases that could have
affected 340,000 individual and family
policyholders. The insurer also said it
would notimpose additional rate increases
for the remainder of the year.

Not-for-profit Blue Shield’s proposed
rate hike for individual policyholders
would have averaged 6.5% and reached
as high as 18%. The decision to cancel the
planned increases could save members up
to $40 million this year. The health plan
increased its rates in October 2010 and in
January. If the May rate hike took effect,
some policyholders would have faced
cumulative increases reaching nearly 87%.
Blue Shield is not rescinding the October
and January rate hikes, which averaged
23%.

The insurer said it withdrew the
rate increases because of concern for
policyholders. In a statement, Blue Shield
Chair and CEO Bruce Bodaken said, “By
agreeing to not raise rates this year, we are

helping to make coverage more affordable
for our members during tough economic
times. Its a financial risk for us, but a risk
that's worth taking.”

According to the Times, another factor
that might have influenced Blue Shield’s
decision is that the company is paying
out less for medical claims than it had
anticipated. Company officials said that
policyholders are visiting their physicians
less and that many have switched to
cheaper plans, requiring them to be
responsible for a greater share of their
health care costs.

Insurance Commissioner Dave Jones
(D) praised the insurer for canceling the
premium increases. He said he hoped
other insurers that have proposed
increases -- including Aetna, Anthem Blue
Cross and PacifiCare -- would note Blue
Shield’s action.

Consumer advocates, though pleased
with Blue Shield’s decision, said the
insurance commissioner should have more
power to regulate health plan rates. State
law does not give Jones the authority to
stop excessive rate proposals from health
plans. Jones supports legislation (AB 52),
by Assembly member Mike Feuer (D-Los
Angeles), that would give the state
Department of Insurance and Department
of Managed Health Care authority to
approve or reject rate increases.

—www.californiahealthline.org

Anthem Slashes Planned Rate
Hikes, Delays Date for Other
Increases

- In late March, Anthem Blue Cross
announced it will reduce and delay its
proposed health insurance rate hike and
put off until next year a planned increase
to policyholders’ copayments and
deductibles.

In January, Insurance Commissioner
Dave Jones (D) requested that Aetna,
Anthem, Blue Shield and PacifiCare put
their planned rate increases on hold for
60 days while his office examined their
proposals. Last year, Anthem slashed its
rate increases nearly in half after a planned
39% rate increase sparked national

compiled by
Bill Robinson - DCAHU
Communications Chair

reaction over high
health  insurance
costs. Mathematical
errors were found in
that plan.

Anthem will
adjust a planned
rate increase from
16.4% to 9.1% for
more than 600,000
individual and family policyholders and
delay the date when thejincrease takes
effect-from April 1 to july 1. According
to Anthem,—increases to copays and
deductibles scheduled to take effect April
1 have been postponed until Jan. 1, 2012,
in compliance with a request made by
Jones.

In a statement, Jones said Anthem’s
overall adjustments will save policyholders
at least $40 million. He renewed a call for
state legislation (AB 52) that would grant
the insurance commissioner’s office the
authority to reject excessive rate hikes.

Anthem President Pam Kehaly said
more work is needed to “control the
unrelenting rise of underlying health care
costs. Our mission is to ensure quality
health care for residents of the state at the
most affordable price.”

—wwwi.californiahealthline.org

CMS Releases Consumer Disclosure
Notices for Health Premium Rate
Increases

- The U.S. Centers for Medicare &
Medicaid Services have released proposed
consumer disclosure notices, required by
the Affordable Care Act, which insurers will
have to complete and report electronically
when they propose rate increases over 10
percent. The information provided would
give consumers detailed information
about proposed increases that can be
accessed on the Department of Health and
Human Services (HHS) website. Posting
this information would help consumers
know what their insurance companies
are proposing while the rate increase
requests are being reviewed. Disclosing
proposed increases, along with the
insurers justification, will allow consumers
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Continued from page 15
to better understand the reasons and
rational behind the proposed increases.

The notices provide some basic
information about insurance rate increases
and their review, and then detailed
information about the specific increase
that your insurer has proposed. They also
provide what the insurance company
believesis driving theincrease in premiums,
and how much of the increase is going to
profit and administrative expenses.

These notices are related to the
Affordable Care Act premium rate
review regulation that HHS proposed in
December of 2010, which would apply to
non-grandfathered insurance plans in the
individual and small group markets.

Under the proposed rules, if an-insurer
tries to raise rates at or-above-a certain
threshold amount that rate increase is
subject to review by either State insurance
officials or HHS if the State does not have
an effective process for reviewing rates.
The proposed threshold for the first year is
10%. After 2011, a state-specific threshold
will be set for disclosure of rate increases,
using data and trends that better reflect

cost trends particular to that state
Under the proposed rule, this review
of rates could begin as early as July 2011.
And, once rates begin being reviewed,
HHS will work to post information on these
proposed rates as quickly as possible.
—www.benefitslink.com

Insurers Wary of Bills That Would
Adjust Coverage Rules
- The state Legislature is considering a raft
of bills that would increase what health
insurance companies have to cover. The
state’s coverage requirements could go
beyond what is mandated by the health
reform law as essential benefits, though
federal officials have yet to announce
what will be included in those benefits.
Insurers argue-that providing coverage for
more services would be too costly.
—www.californiahealthline.org

Poll Finds State’s Small Businesses
Unaware of Health Law Provisions

- Fifty-seven percent of surveyed small
businesses in California did not know that
the federal health reform law provides tax
credits to qualified employers to help offset

the cost of offering health care coverage,
according to a new survey.

Under the health reform law, employers
with fewer than 25 full-time workers and
with average annual salary of less than
$50,000 can qualify for a tax credit of up
to 35% of their contribution to workers’
health plans (Silicon Valley/San Jose
Business Journal, 3/21). Businesses with
more employees and higher wages can
qualify for smaller tax credits.

The survey was conducted by the
investment company Pacific Community
Ventures in conjunction with the Small
Business Majority, a national not-for-profit
small-business advocacy organization. The
poll surveyed 804 California small-business
owners with fewer thant20=employees
between Feb. 11 and Feb:25.

According to the survey:

- 52% of respondents that already provide
insurance indicated they would be more
likely to continue to offer coverage
because of the tax credits

- 43% of respondents that do not provide
insurance said they would be more likely
to offer it because of the tax credits

- 34% of respondents said they feel
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positive about the health reform law.

The survey also found that 62% of
respondents were unaware of the creation
of state-based health insurance exchanges
mandated by the health reform law.

—wwwi.californiahealthline.org

IRS Delays Smaller
Deadline to Report
Costs on W-2s

- In late March, the Internal Revenue
Service said that it will give smaller
employers even more time to comply with
a health care reform law requirement that
employers report the cost-of-coverage
on_employees’ W-2-wageand income
statements. In addition, the IRS also
clarified that the reporting requirement
does not apply to retirees receiving health
care coverage.

Under the reform law, employers
were required to provide health care cost
information on 2011 W-2 statements that
are distributed to employees in 2012. But
last year, the IRS waived that requirement
for 2011 and said the health care cost
reporting requirement would apply to
2012 W-2s, which are issued in 2013.

Under the new, detailed in Notice
2011-28, employers that issue fewer than
250 W-2s in 2011 will not be required to
show cost of health insurance coverage
on the 2012 W-2s. Those employers will
not be required to report the cost of
health coverage prior to January 2014.
This transition relief will continue until the
issuance of further guidance, the IRS said.

—www.benefitslink.com

Employer
Insurance

Few California Residents Enrolling
in High-Risk Health Insurance
Pool

- Although 250,000 California residents
qualify for coverage through a high-risk
health insurance pool established under
the federal health reform law, just 1,588
individuals have enrolled.

In July 2010, HHS launched the Pre-
Existing Condition Insurance Plan to
provide coverage to individuals with pre-
existing conditions. Washington, D.C.,
and more than two dozen states opted to
launch their own pools, while more than
20 others states deferred to HHS to run
the program.

In April 2010, federal officials estimated
that about 375,000 residents nationwide

would gain coverage through the high-
risk pools. By November 2010, only 8,011
people had enrolled in the pools, and by
mid-January 2011, the enrollment count
had edged up slightly to about 10,000,
according to HHS officials.

The program is designed to serve as a
bridge until 2014, when the federal health
reform law prohibits health plans from
denying coverage based on pre-existing
conditions. California has received $761
million in federal funding to operate the
high-risk pool. Part of that money goes
toward subsidizing the costs of premiums,
which.vary by age and county.

Health care advocates say that low
enrollment figures could be the result of:
premiums thatare too steep; arequirement
that individuals seeking coverage through
the pool be uninsured for six months; and
low awareness about the pool.  www.
californiahealthline.org

Anthem, Sharp To Launch Pilot
ACO in San Diego Area

- Anthem Blue Cross of California, Sharp
Community Medical Group and Sharp
Rees-Stealy Medical Centers recently
announced plans to launch a pilot
accountable care organization. The
pilot will be available to small group,
large group and individual Anthem PPO
policyholders in the San Diego region who
receive the majority of their medical care
from physicians associated with Sharp
Healthcare.

—www.californiahealthline.org

Supreme Court Declines To Review Case
Over Generic Drug Deals - On Monday,
March 7, the U.S. Supreme Court let
stand a ruling allowing drug companies to
pay competitors to delay the production
of generic drugs. The justices refused
to review a U.S. appeals court ruling
that dismissed a challenge by various
pharmacies against Bayer, which paid Barr
Pharmaceuticals to delay introduction
of a generic version of Cipro, a popular
antibiotic. More than 30 states and several
consumer groups endorsed the appeal.
Opponents, such as the Obama
administration and the Federal Trade
Commission, say pay-to-delay deals cost
consumers billions because generics do
not reach the market for years. President
Obama included a ban on pay-to-deal

deals in his latest budget proposal. The
administration said a ban would save the
government $8.8 billion over the next
decade.

In January, California Attorney General
Kamala Harris (D) led 32 states in filing
an amicus brief opposing the pay-to-
delay deals. Drugmakers argue that some
generic drugs still reach the market before
patents expire and that the agreements
prevent long and costly court challenges.

—www.californiahealthline.org

Patients Pound on.Doctors’ Doors
for FSA-Eligible-Prescriptions

- Patients are demanding doctors’ orders
for over-the-counter products because
of a provision in the health-care overhaul
that slipped past nearly everyone’s radar.
It says people who want a tax break to
buy such items with what’s known as
flexible-spending accounts need to get a
prescription first.

The result is that Americans are visiting
their doctors before making a trip to the
drugstore, hoping their physician will
help them out by writing the prescription.
The new requirements create not only an
added burden for doctors, but also new
complications for retailers and pharmacies.
“It drives up the cost of health care as
opposed to reducing it,” says Dr. Chung,
who rejected much of a 10-item request
from a mother of four that included pain
relievers and children’s cold medicine.

Though the new rules on over-the-
counter drugs amount to a small part of
the massive overhaul of the health-care
system, the unintended side effects show
how difficult it can be to predict how such
game-changing legislation will play out in
the real world.

Some doctors, irked by the paperwork
and worried about lawsuits, are balking at
writing the new prescriptions. Pharmacists
and retailers say the changes mean they
have to apply a personalized label on
some 15,000 different everyday products
for customers paying with certain debit
cards.

The over-the-counter provisionisn’t the
only part of the health-care law that has
defied expectations. Health-policy experts
predicted that new insurance pools for
high-risk patients would attract so many
expensive enrollees that funding would be
quickly exhausted. In fact, enrollment is
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running at just 6% of expectations, partly
because of high premiums.

A provision preventing insurers from
denying coverage to children with pre-
existing health conditions prompted
insurers in dozens of states to stop selling
child-only policies altogether. And a piece
of the law designed to centralize patient
care by encouraging health-care providers
to collaborate is running into antitrust
concerns from regulators.

To the handful of congressional aides
who came up with the idea to limit tax
breaks on over-the-counter drugs, it
was supposed to be a-minor-fweak to
raise_revenue-and-to-discourage wasteful
spending on health products.

Some 33 million Americans are in
families that have flexible-spending
accounts, which are funded through
payroll deductions and allow consumers
to pay for health expenses with tax-free
dollars.

The change also applies to health
savings accounts designed for consumers
in insurance plans with high deductibles.
If fewer people use these accounts to buy
drugs, the government gets more tax
revenue. Retail sales of over-the-counter
medicines amounted to about $17 billion
in 2010, not counting sales at Wal-Mart
Stores Inc., according to Nielsen Co.

What the law’s writers didn‘t anticipate
was the determination of some people
to squeeze every last drop of tax savings
from their accounts.

—www.benefitslink.com

State Dept. of Insurance Joins
Kickbacks Lawsuit Against Drug
Company

- California has joined a whistle-blower
lawsuit claiming that  Bristol-Myers
Squibb bribed physicians to prescribe its
drugs, possibly costing insurers millions
of dollars, according to a statement by
Insurance Commissioner Dave Jones (D).
According to Jones, the lawsuit is the
largest case of alleged health care fraud
ever investigated by the state.

The lawsuit alleges that BMS
salespersons provided physicians with
expensive meals, luxury suites at Los
Angeles Lakers’ games and other gifts in
exchange for prescribing certain drugs
that were billed to private insurers. The
lawsuit originally was filed in 2007 by a

former BMS employee. Former Lakers
basketball player Lucius Allen and his wife,
Eve -- who worked for BMS and provided
access to the team -- also are involved in
the lawsuit.

The lawsuit alleges that BMS paid
approximately 15,000 kickbacks to
physicians from 1999 to 2005. The
lawsuit claims that the kickbacks went
to physicians who prescribed at a high
rate many of its well-known drugs --
such as Abilify, Avapro and Plavix -- that
made up more than half of BMS’ $19.5
billion in sales last year.-According to the
lawsuit;~sales of drugs associated with
the kickbacks led California insurers to
pay more than $3.5 billion during that
time.

The state Department of Insurance said
it will seek heavy penalties for damages
to private insurers that ultimately paid for
the drugs. Jones said the Department of
Insurance is not investigating any criminal
wrongdoing but only the lawsuit’s civil
allegations. He said, “We need to be
sure that doctors are prescribing drugs
because those drugs are best for their
patients and not because a pharmaceutical
company provided doctors with trips and
kickbacks.”

—www.californiahealthline.org

Judge Dismisses Lawsuit
Challenging Blue Shield’s Doctor-
Rating Database
- A judge has dismissed a lawsuit the
CaliforniaMedical Associationfiledlastyear
claiming Blue Shield of California’s online
physician-rating system is misleading
and inaccurate. Blue Shield launched the
Blue Ribbon Recognition Program in June
2010. It posts blue ribbon icons next to
the names of physicians who meet federal
standards for quality care.

CMA sued to shut down the rating
system, claiming it:
- Fails to include some data from patient
medical charts, outcomes and prior
treatments.
- Relies only on a few years of data
from five insurance products sold by
Blue Shield, Anthem Blue Cross and
UnitedHealthcare; and
- Does not provide physicians with an
opportunity to correct potential errors in
their ratings.

Alameda County Superior Court Judge

Steven Brick dismissed CMA’s claims,
saying he agreed with assertions by Blue
Shield’s attorneys that the program was
a protected form of speech that benefits
consumers. Brick also ruled that CMA did
not provide evidence that any physicians
were hurt as a result of the ranking system.
The ruling represents the first time a
California court has weighed in on online
ranking programs. Medical associations
in several states have tried to block similar
rating systems.

In a statement, Blue' Shield said the
judge’s decision s\ a=“validation that
Blue Shield has-every right to recognize
high-performing physicians,” adding,
“We are fully committed to providing
our members and the general public
with information they can use in
evaluating the physicians who best fit
their needs.”

A North County Times editorial states
that a recent court decision dismissing
the California Medical Association’s
lawsuit against Blue Shield of California’s
online physician rating system is “an
affirmation of the principle of sunshine
and its salutary effect.” The editorial adds,
“We hope it will usher in other attempts
to provide much-needed transparency to
the mysteries of health care quality.”

CMA said it was “especially
disappointed that the court is not even
allowing us to litigate the reasons why we
filed the lawsuit, which are that we believe
Blue Shield is using faulty and flawed data
about physicians that not only misleads
patients but harms the reputations of
doctors.”

—www.californiahealthline.org

Hospital Computer Stolen From
Eisenhower Facility

- Rancho Mirage-based Eisenhower
Medical Center has announced that a
computercontaining personalinformation
of 514,330 patients was stolen from
Eisenhower Hospital on March 11. The
computer contained patients’ names,
dates of birth and partial Social Security
numbers but did not contain data on
medical conditions or treatments. The
not-for-profit medical center is sending
notification letters to affected patients,
and the California Department of Public
Health will investigate the incident.

—wwwi.californiahealthline.org
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HeaLTH PoLicy MATTERS

by Grace-Marie Turner - Galen Institute - www.galen.org

tates Are In Charge: The
Snation’s governors  clearly

showed who is in charge, as
they recently flexed their muscle with
the administration over Medicaid
spending and implementation of the
law. The White House needs them to
begin setting up the infrastructure
for the health overhaul, and the
governors are pushing back in many,
many ways.

President Obama’s offer to give
them “flexibility” to implement the
law is nothing but rhetoric, but,
once again, it was misreported in
the media as telling the states that
they could go their own way and not
implement ObamaCare.

Nothing could be further from
the truth! After the president met
with the governors, his chief advisors
got on a conference call with
supporters and assured them that
the “flexibility” the president gave
them simply means the states could
set up a government-controlled
health system, including single-
payer, sooner.

The states would have to meet
all of the law’s impossible tests of
providing comprehensive coverage,
making it “at least as affordable
as it would have been through the
exchanges,” and provide coverage
to just as many people, without
adding to the deficit.

The administration won’t be able
to meet those goals with ObamaCare
and there is no way the states could,
either. So it is nothing more than an
empty speech.

Congress Charges Ahead: There
were a number of important
developments on Capitol Hill during
the first week of March:

The Senate Finance Committee
and House Energy & Commerce
Committee released a study showing
that states face at least $118 billion
in additional costs to comply with

ObamaCare. The governors made it
clear that there is simply no possible
way they can afford that.

The House Energy and Commerce
Oversight Subcommittee released
testimony by the Government
Accountability Office showing that
Medicare loses almost 10 percent of
its spending, or $48 billion a year, to
waste and fraud. Thatisan astonishing
amount of money that no private
company would possibly tolerate.
So whenever someone tells you that
Medicare’s administrative costs are
lower than private companies (which
they aren’t, by the way, when you
count all costs), point out this reckless
loss of taxpayer dollars.

The House passed legislation
introduced by Rep. Dan Lungren
(R-CA) to repeal the despised
1099 provision in ObamaCare.
Seventy-six Democrats joined in an
overwhelming vote of 314 to112 to
pass the measure. But it's different
from the Senate-passed provision so
the two sides will have to come to
a compromise if this is going to be
repealed for good in this Congress.
Congrats to Rep. Lungren for leading

the charge.

And three governors testified
before the House Energy &
Commerce Committee, with

Mississippi Gov. Haley Barbour and
Utah Gov. Gary Herbert outlining
in detail the challenges their states
face with Medicaid spending and
implementing ObamacCare.

Here Come the ACOs: HHS
released this week the much-awaited
regulations for Accountable Care
Organizations. ACOs are supposed
to be the innovative new idea that
will move our health sector toward
better coordinated and more efficient
care in Medicare.

Lord knows that’s what we need.
Traditional Medicare relies on an
antiquated design of entitlements to

thousands of government-approved
medical products and services under
a system of government-established
price controls. It's a program full
of gaps, inefficiency, and waste,
and it desperately needs to be
modernized.

This week, the six pages of
legislative text in the health law
creating ACOs exploded into 429
pages of regulations about how they
must work. What can possibly go
wrong here?

For starters, patients in traditional
Medicare will be assigned to ACOs,
rather than picking them by choice.
And the ACOs will have a strong
incentive to “economize” on their
care. That will mean selecting
doctors for the ACO networks who
are more willing to implicitly ration
care. How do you think seniors are
going to react when they figure this
out? Seniors can still visit any doctor
they please, but they are less likely
to have the recommendation of their
ACO physician.

We absolutely must move away
from a system with an open-ended
entitlement to care, but it’s crucially
important to make seniors partners
in the process, as the Medicare
prescription drug benefit design
does. In Part D, private plans compete
and seniors select plans based upon
benefit structures and cost. The same
thing could work for all of Medicare.

Second, ACOs can be a vehicle
for big players, especially hospitals,
to further consolidate their market
power and drive out competition
that is needed to keep costs under
control.

Third, we know that government
is a terrible business partner. Yet it
will be setting the rules about how
ACOs share in any cost savings -- or
face penalties if they don’t meet the
tests. How would you like to be in a
game where your opponent is also
the umpire?
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WHEN IT CoMES TO ELECTIVE SURGERY, LOCATION MATTERS

by Grace-Marie Turner - Galen Institute - www.galen.org

ide Regional Variation
Suggests Physicians
Are Driving Decisions,

Underscores Need for Shared
Decision-Making with Patients. For
Medicare patients with conditions
for which surgery is an option,
whether they undergo elective
surgery depends largely on where
they live and the clinicians they see,
according to a new report from the
Dartmouth Atlas Project and the
Foundation for Informed Medical
Decision Making. Researchers found
remarkably wide regional variations
in elective surgery for Medicare
patients even though they had
similar conditions.

Researchers found that men over
65 with early-stage prostate cancer
who livein San Luis Obispo, Calif., are
12 times more likely to have surgery
to remove their prostate than those
in Albany, Ga. Medicare patients
with heart disease in Elyria, Ohio,
were 10 times more likely to have
a procedure such as angioplasty or
stents than those in Honolulu. And
women over 65 living in Victoria,
Texas were seven times more likely
to undergo mastectomy for early-
stage breast cancer than women in
Muncie, Ind.

Thesestrikingvariationsaretheby-
product of a doctor-centric medical
delivery system. In highlighting
the variation from community to
community for elective procedures,
we hope to shine a light on the
fact that patients preferences are
not always taken into account
when medical decisions are made,
said Shannon Brownlee, M.S., lead
report author and instructor at

the Dartmouth Institute for Health
Policy and Clinical Practice.

The report is the first in a series
looking at individual states and
regions, and highlights Minnesota
in addition to presenting national
trends.Researchersanalyzedtherates
of elective, or preference-sensitive
procedures, including: mastectomy
for breast cancer; coronary artery
bypass  surgery;  percutaneous
coronary intervention; back surgery;
knee and hip joint replacement;
carotid artery surgery; gall bladder
removal; radical prostatectomy for
prostate cancer; and prostate cancer
screening.

In  addition to analyzing
data on practice patterns, the
report also advocates for shared
decisionmaking, a process that
helps patients understand their
choices fully and allows them to
share treatment decisions with their
clinicians. The report also describes
the treatment choices available for
the preference-sensitive procedures,
all of which canbut do not have to
be treated with surgery, as well as
steps patients can take to make sure
they get the care they want and
need.

All too often, patients facing
elective surgery are not given an
opportunity to learn about the
full range of options, and that
each choice has unique risks and
benefits. Many are not even aware
that the decision about an elective
procedure is actually a choice.
Instead, they routinely delegate
such important decisions to their
clinicians, with the result being
that patients often do not get the

treatment they would prefer, said
David C. Goodman, M.D., M.S,,
report co-author and co-principal
investigator for the Dartmouth
Atlas Project, and director of the
Center for Health Policy Research at
the Dartmouth Institute for Health
Policy and Clinical Practice.

The researchers explain that
differences in clinicians personal
beliefs and opinions contribute to the
variation in surgical rates in observed
geographic locations. For example,
there is considerable disagreement
among surgeons about the need
for back surgery, its effectiveness,
and even the best way to diagnose
the cause of back pain. With no
consensus about how to diagnose
and treat back pain, the rate of back
surgery varies widely from place to
place. As a result, Medicare patients
living in Casper, Wyo. are nearly six
times more likely to undergo back
surgery than patients living in the
Bronx, N.Y.

Some of the most important
choices in medicine are not the
clinicians alone to make. Patient
preference is especially important
when facing a test, surgery or
treatment that is elective. In order
to ensure that patients get the
treatment that is right for them,
the choice should be a shared
decision. When done right, shared
decision-making results in a better
decision: a personalized choice
based on both the best scientific
evidence and the patients values,
said Michael ]J. Barry, M.D., report
co-author and president of the
Foundation for Informed Medical
Decision Making.
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FeperaL OFriciaLs ReLease Prorosep AccountaBLe CARE ORrcaNizaTION RuLES

n March 31, the Obama
administration released
proposed rules governing

the creation of accountable care
organizations. ACOs, mandated by the
federal health reform law, aim to lower
costs and improve care by fostering
cooperation  between  physicians,
hospitals and other providers. The
overhaul requires federal health
programs to begin contracting with
ACOs starting in January 2012. In
addition, health care executives plan
to form similar organizations through
private insurance.

HHS Secretary Kathleen Sebelius
said the organizations will cut costs
by avoiding duplicative tests and
reducing hospital readmittance rates.
HHS estimates that ACOs will save
Medicare between $510 million and
$960 million during the first three
years. Officials expect 75 to 150 ACOs
to launch, caring for 1.5 million to
four million of Medicare’s 47 million
beneficiaries.

According to the rules, groups of
care providers can qualify as ACOs
when they are able to provide primary
care for at least 5,000 patients. In
order to achieve savings, they also
must meet 65 quality standards, which
encompass five categories:

Patients’ care experience;
Extent of care coordination;
Patient safety;

Emphasis on preventive health; and
Success in treating Medicare
beneficiaries who are sick and frail.

Under the rules, some ACOs will
receive federal bonus payments if
they meet certain benchmarks. The
rules also include financial penalties if
organizations exceed their spending
targets. The government will allow

www.californiahealthline.org

two months for public comment
before issuing the final rules.

Health providers already have
merged or formed joint ventures and
alliances in anticipation of the ACO
rule, prompting concern that some
organizations will be big enough to
run afoul of federal antitrust laws by
leveraging high prices.

However, the Federal Trade
Commission and the Department of
Justice have proposed less scrutiny for
ACOs accounting for less than 30%
of Medicare fee-for-service business
in certain areas, as well as expedited
review under federal antitrust laws for
organizations making 30% to 50%
of the market share. ACOs with more
than 50% of patients in a given market
would require a normal antitrust
review.

The IRS has asked whether not-
for-profit hospitals needed more
guidance before deciding whether
to form or join an ACO because of
the complexities that result from
partnering with private care providers.
In a notice, IRS said that not-for-profits
must ensure their participation in an
ACO will not lead to net earnings that
benefit “insiders” in an organization.
In addition, it said not-for-profits must
avoid being operated for the benefit
of private parties, such as other
participants in the ACO.

CMS has circulated an internal
document with possible questions
about the ACO rule and responses to
those concerns. Some of the questions
and answers posted in the document
are below. The suggested answers
follow the bolded questions.

B Has the rule gone beyond the
scope of the reform law by imposing
financial penalties on ACOs that

exceed their spending targets? “No,
we propose to intensify the incentive
for shared savings making the policy
more likely to meet the goals laid out
in the law.”

B Since physicians can join ACOs
without asking patients, will this lead
to patients switching physicians,
despite a pledge from President
Obama that individuals could keep
their doctors? Physicians and patients
do not have to take part in ACOs. In
addition, if a patient’s doctor is in an
ACO and the patient does not want to
be part of it, the patient can continue
to see the physician outside of the
ACO.

B Will ACOs have incentive to make
money by limiting care access?
ACOs will not qualify for bonuses if
they do not provide adequate care,
and the organizations must maintain
certain standards to be recognized as
ACOs.

B Is more widespread sharing of
patient data risky? Patients can refuse
sharing of their health data.

B Will the requirement that at least
50% of participants use electronic
health records lead to fewer rural
providers and physicians in small
group practices joining ACOs?
This proposal aims to foster better
communication and quality data
reporting among all care providers,
but “we welcome comments on this
and other provisions of the proposed
regulation.”

B It seems hospitals have the most
resources to pay financial penalties if
ACOs overspend. Will physicians be
forced to give up their practices
and join hospitals? ACOs can wait
until their third year before becoming
subject to such penalties
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f Wednesday 5/18117:00 am to 5:00 pm
e Featured:Speakersi—

SENATOR RON CALDERON
D-Montebello-Sen District #30
Chair-Senate Insurance Committee
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ALAN KATZ - Past-President

of NAHU & CAHU

“How Agents Can Succeed &
Prosper Under Healthcare Reform”

DAVID FEAR, SR. - Past-President of

- NAHU & CAHU, CAHU representative on
a4 2
Wor kin g Tog e th er to NAHU Exchange Task Force

1re2 p’co ve "ea’th Care Refo’d L4 “How to Work with the New Exchanges™

REGISTRATION INSTRUCTIONS: register online at http://www.camsdev.net/CAHU/reg.asp

Complete the form below and send check made payable to CAHU, 2520 Venture Oaks Way, Suite 150, Sacramento, CA 95833

FAX this form with credit card information to (916) 924-7323 or register online by going to http://www.camsdev.net/CAHU/reg.asp
Meeting space is limited and speakers need headcounts for handouts. For that reason, each attendee must complete a separate
registration form.

HOTEL RESERVATIONS: Sheraton Grand Hotel, 1230 J St., Sacramento, CA 95814

To qualify for CAHU’s special discounted group rate ($189), make your reservations by April 18, 2011, by calling the Sheraton
Grand Hotel at (800) 325-3535.

Name: Guest:

Company: NEEDED TO MAKE APPOINTMENTS WITH LEGISLATORS
Address: Home Address:

City: State: Zip: City: State: Zip:

Phone: FAX:

May 17 & 18 DATC Received by 4/29/11 Received after 4/29/11 Registration Fees
CAHU Member $65.00 $85.00

Non-Member $125.00 $165.00

Please Note: On Wednesday, May 18, a full hot Breakfast Buffet will be served beginning at 7:00am, as well as Total: $
mid-morning “Power Break” (healthy drinks and snacks) . However, lunch will NOT be provided.

My check made payable to CAHU is enclosed. O

Please charge my registration fee to: O Mastercard O Visa O American Express

Account Number: Expiration Date: 3-Digit Code:

Address on file for credit card:

Signature:

Please go to http://www.camsdev.net/CAHU/reg.asp to register.
Phone: (800) 322-5934 « Fax: (916) 924-7323  Email: info@camgmt.com
Cancellation Policy: CAHU is a non-profit organization. Refunds will not be issued



CONGRATULATIONS to Our Newest & Returning Members

By joining your industry association, you have made the first step towards a more informed, professional
and involved position for yourself in this industry. It proves you care about your clients and we are happy
to offer you this hearty Welcome!

Newest Members

Angela Arents
Employer Network, LLC
850 Pheasant St.
Corona, CA 92881
(951) 808-3972

no fax
aarents@employer.net

Megan Barich

Barich & Associates

408 E. State Street, Suite C
Redlands, CA 92373

(909) 793-0385

Fax: (909) 335-8230
barichandassoc@hotmail.com

Gary Burke

Gateway Insurance & Financial
7303 Calico Circle

Corona, CA 92881

(951) 736-0570

Fax: (951) 736-6106
gary.gatewayinsurance@yahoo.com

Claudia Funderbur
Western Dental Benefits Division
530 S. Main St.

Orange, CA 92868

(714) 571-3933

Fax: (714) 571-3605
cfunderburg@westerndental.com

Kelley Greer
The McGlothlin Group
PO Box 2087
Redlands, CA 92373
(909) 792-4482

Fax: (909) 335-8873
kellbell8@verizon.net

Robert Hurst
Insphere Insurance Solutions
41880 Kalmia St., Suite 140
Murrieta, CA 92562

(951) 233-0355

Fax: (951) 672-9569
bob.hurst@insphereis.com

Robert Potter

Robert C. Potter Insurance Brokerage
PO Box 192

Covina, CA 91923

(626) 919-8071

Fax: (877) 766-4991
Robertpotter82@yahoo.com

Michol Reed

Willis Insurance of California Inc.
3536 Concous St., Suite 220
Ontario, CA 91764

(909) 476-2008

Fax: (909) 484-5181
michol.reed@willis.com

Rita Sandor

ISU Insurance Services, CPI Risk Mgt
2275 S. Main St.

Corona, CA 92882

(714) 715-6596

Fax: (951) 737-5927
ritas@sandorcorp.com

Jon Stallo
Aetna

27617 Stanford Dr.
Temecula, CA 92591
(951) 240-9899

no Fax
jstallo@aetna.com

Newest Members

Jon Evans

29735 Sloop Drive

Canyon Lake, CA 92587 7444
9512447924
Jon.evans3@verizon.net

Member Renewals and Important NAHU Information

Please note this is a complete listing of all members who come up for renewal. If you have already sent in your
renewal, please disregard your name below. Annual Membership Dues (renewal only) for NAHU, CAHU, IEAHU and
DCAHU, your national, state and local Associations, will be $465.00 this year. PLEASE NOTE — IF YOU HAVE NOT YET
RECEIVED A RENEWAL NOTICE FROM NAHU, PLEASE RENEW ONLINE AT: NAHU.ORG Just as persistency is
important to you in your business, your renewal membership is critical to your Association!

JANUARY 2011
Teresa Bacot
Brad Maddock

FEBRUARY 2011
Julius Bothelho
Karen Carnakis

E. Stanton Clark
Scott Evers
Robert Glascock
Linda LaFourcade
Cecilia Palacios
Michelle Reese
Marlyn Ryding

MARCH 2011
Gordon Colburn
John Gustafson

Juan Lopez

D'vorah Mariscal
Steven Park

Jorge Pavez

Patrick Reaume
Johnny Scharnweber
Lisa Stanson

APRIL 2011
Connie Christiansen
Robin L. Wilson-Mooney

MAY 2011
Catherine Engen

JUNE 2011
George Ekizian
Joyce Gordon
Leonard Rudolph
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