


Looking For Smart Solutions To Offer Your Clients?

Diversify Your Portfolio with LISI!

an LISI-exclusive bundle of plans from Delta Dental, VSP, and Unum with 
ONE application, ONE bill, and ONE price.

Available in three smart packages at simple per-employee prices your clients 
can easily afford.

CoPower ONE is such an easy sell, it’s brilliant!
866.570.LISI (5474) �„  www.lisibroker.com

LISI expands your options 
with

BEST
$75*per

employee

GOOD
$45*per

employeeeee $$eeeeeeeeee

BETTER
$55*per

employee
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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

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

Inland Empire Association of Health Underwriters
2011-2012 Board of Directors

PRESIDENT
Don Doppmann

DoppmannD@aetna.com
909-223-4878  •  Fax: 860-975-3603

 
PAST PRESIDENT

Ed Stricklan
Edwards@henehan.com

909-383-7040  •  Fax: 909-383-7047
909-575-7584 [c]

PRESIDENT ELECT
David Johnston

dnjohnston4406@aol.com
909-446-0265

  
SECRETARY
Shelley Hoover

shelley@dickerson-group.com
909-240-9009  •  Fax: 909-494-9787

 
TREASURER

Dustin Bilton
DBilton@sach.org

909-920-4743  •  Fax: 909-920-6367
 

ASSISTANT TREASURER
Fern Musser

Fern@raymusser.com
909-985-1876  •  Fax: 909-985-6530

 
EXECUTIVE DIRECTOR

Dawn Carroll
ieahu.administration@gmail.com

866-922-8387  •  Fax: 951-243-1618
951-743-5344 [c]

AWARDS CHAIR
Megan Barich

barichandassoc@hotmail.com
909-793-0385  •  Fax: 909-335-8230

 COMMUNICATIONS CHAIR
OPEN

 
 

WEBSITE CHAIR
Don Doppmann

DoppmannD@aetna.com
909-223-4378  •  Fax: 860-975-3603

909-223-4378 [c]

COMMUNITY SERVICE CHAIR
Shelley Hoover

shelley@dickerson-group.com
909-240-9009  •  Fax: 909-494-9787

 
EDUCATION CHAIR

Kathy Cade
kathy@cadeconsulting.com

909-904-6858  •  Fax: 909-941-1293
 

PROGRAMS CHAIR
TBD
  
 
 

CO-CHAIR PROGRAMS
Bill Mason

bmason@wordandbrown.com
877-225-0988 x6830  •  Fax: 909-945-3339

909-587-8572 [c]

HOSPITALITY CHAIR
Maura Zamarripa

Maura.X.Zamarripa@healthnet.com
909-890-4127  •  Fax: 909-890-4166 

 
CO-CHAIR - HOSPITALITY

Kristie Nero
Kristie.X.Nero@healthnet.com

909-890-4172  •  Fax: 909-890-4164
 

LEGISLATION CHAIR
Jennifer Ray

jray@wordandbrown.com
909-945-2224  •  Fax: 909-945-3339

951-440-8545 [c] 

MEMBERSHIP CHAIR
Johnny Scharnweber

johnny@dickerson-group.com
909-549-0926  •  Fax: 909-495-1600

 RETENTION CHAIR
Estela Morales

emorales@wordandbrown.com
909-945-2224  •  Fax: 909-945-3339

909-815-5696 [c]

CO-CHAIR - RETENTION
Kristie Nero

Kristie.X.Nero@healthnet.com
909-890-4172  •  Fax: 909-890-4164

 
SPONSORSHIP CHAIR

Darlene Prince
darlenep@benebizworksite.com

951-273-3495 x4726
951-768-9834 [c]

PAC CHAIR 
Joe Henehan

Joeh@henehan.com
909-383-7040 x22  •  Fax: 909-383-7047 

909-453-6075 [c]

PUBLIC AFFAIRS
Pat Reaume

pat@reaumebenefi ts.com
909-747-0280  •  Fax: 909-747-0292

 

MEMBER AT LARGE
Alicia McClintock

alicia.m.mcclintock@healthnet.com
909-677-6327  •  Fax: 909-890-4166

 
DIRECTOR EMERITUS

Ray Musser
ray@raymusser.com

909-985-1876  •  Fax: 909-985-6530

MAIL US AT:    
Inland Empire Association 

of Health Underwriters
ATTN: Dawn Carroll    

P.O. Box 11088 
San Bernadino, CA  92423-1088



®

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.

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

®

Ancillary benefits 
are not affected 
 by health reform!

Call today! 866.412.9254
www.choicebuilder.com

Dental. Vision. 
Chiropractic. Life.
One Bill.



Desert Cities Association of Health Underwriters
2011-2012 Board of Directors

PRESIDENT 
Bill Youngblood

Phone (760) 770-2827  •  Fax (760) 770-0447
BYoungblood@dcahu.org

 
VICE PRESIDENT

Mary Go
Phone (760) 837-3761  •  Fax (760) 568-6791

MaryGo@aol.com
 

SECRETARY
Susan Miller

Phone (760) 485-8427  
Samiller396@aol.com

 
TREASURER

Bill Robinson
Phone (760) 610-7400  •  Fax (760) 416-3575

DesertCitiesAHU@aol.com
 

CAHU-PAC CHAIR
Mary Go

Phone (760) 837-3761  •  Fax (760) 568-6791
MaryGo@aol.com 

COMMUNICATIONS CHAIR
Bill Robinson

Phone (760) 610-7400  •  Fax (760) 416-3575
DesertCitiesAHU@aol.com

 
HOSPITALITY CHAIR

Sandra Barr
Phone (760) 610-7400  •  Fax (760) 610-7400

Hospitality@DCAHU.org
 

LEGISLATIVE CHAIR
Bill Robinson

Phone (760) 610-7400  •  Fax (760) 416-3575
DesertCitiesAHU@aol.com

 
MEMBERSHIP CHAIR

Jerry Abels
Phone (760) 610-7400  •  Fax (760) 341-2308

Membership@DCAHU.org
 

ASSISTANT 
MEMBERSHIP CHAIR

John Roberts
Phone (909) 974-5217  •  Fax (909) 974-5220

john.roberts@blueshieldca.com

 MEMBERSHIP RETENTION CHAIR
Estela Morales

909-945-2224  •  Fax  909-945-3339

 
PROGRAMS CHAIR

Randy Donsky
Phone (760) 610-7400  •  Fax (818) 474-8696

randy@rdonsky.com
 

ASSISTANT PROGRAMS CHAIR
AWARDS CHAIR

Don Doppmann
DoppmannD@aetna.com

909-223-4389  •  Fax 860-975-3603  
909-223-4378 [c]

MEMBER AT LARGE
Laurie Wolbart

Phone (714) 460-5153  •  Fax (714) 779-5352

EXECUTIVE DIRECTOR
Phone/Fax (760) 610-7400

DCAHUED@aol.com

DCAHU   •   42-335 Washington St., Suite F - #350   •  Palm Desert, CA 92211

This refl ects a local chapter 
board’s ability to exemplify high 
levels of operational success, 
as well as of fi nancial  and 
structural documentation - 

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

DCAHU is proud 
to announce that 
we have already 

achieved 
certifi cation 

for NAHU’s 
“Silver Seal” status!
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IEAHU 2010 – 2011 IEAHU Luncheon Programs 
& Continuing Education Courses Offered 

 
 

 

Luncheon 
Date Speaker(s) Luncheon Program/ Course Title/ Course # 

 
 
CE 
Credits 

       

2010  
September 9/9/2010 Jim Lott Health Care Reform  
    VP of Hospital Assoc of S.CA CE's offered by Word and Brown  *(15) 

 

October 10/14/2010 John Lovell Health Care Reform and Legislative Updates 
 

    CAHU Lobbyist Course # 11750  1 Hr. 
 

November 11/11/2010 Don Doppmann Medicare for Brokers 2011  
    Aetna Medicare Course # 210663  1 Hr. 

 
December 12/9/2010 Dr. Kelly Welles Important Tools in Treatment of Abused Children  
    Windstone Behavioral Health  

 

2011  

January 1/13/2011 Don Goldmann Cheat the Doctor and Feel Good about  It  

    Word and Brown Course # 237427  1 Hr. 
 

February 2/10/2011 Dr. A. GnanaDev Health Care Reform In California                   
  Arrowhead Regional Medical Center  Course #201761 1 Hr. 

 

March 3/10/2011 David Axene In’s and Out’s of Individual Health Insurance                   #153559 1 Hr. 
Symposium   John Husing Legal and Economic Analysis of Health Insurance          #204198 1 Hr. 
  Dr. Stephen Inrig Health Insurance in America: Looking Back and Moving Forward       #76206  1 Hr. 
   CE's offered by Word and Brown *(15) 

 
April 4/14/2011 Jim Brulte Sacramento Dysfunction: Real or Imagined?  
  Retired CA Senator  

 

May 5/12/2011 Mary Kananen Ethical Practices I  
    Lightspeed Learning Course # 244069 4 Hrs. 

 

June 6/9/2011 Steve Van Wart Health Insurance Exchanges  
    ChoiceAdministrators Course # 250607  1 Hr. 
     
     

Total CE’s Offered for 2010-2011 – IEAHU Chapter 12 Hrs + *(30) 
 

Electronic Inland Informer  •  July • August 2011 7



MORE> 
To be competitive in today’s market, you have to offer your clients more than the competition. 
CaliforniaChoice is the perfect solution for brokers who want to stay competitive by offering more e
than a plan on a spreadsheet. And with all the extra benefits like Free HR Support, Free Hearing, 
Free Vision, Free Cal Perks Discounts and having real people answer when you call, there’s really
no comparison for your clients who want more.

It’s time to get More and deliver More.  It’s time to present CaliforniaChoice.
Call 800.542.4218 or visit www.calchoice.com for a quote.

5 Health Plans  l  28 Plan Designs  l  Dental  l  Vision  l  Hearing  l  HR Support  l  Chiropractic/Acupuncture  
Life  l  POP  l  Cal Perks Discounts  l  Integrated Payroll  l  Defined Contribution  l  Single Bill  l  Live Sales Support
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CALENDAR OF EVENTS 2011
  MONTH IEAHU MEETINGS DCAHU MEETINGS
 DAVE & BUSTERS, ONTARIO  DESERT FALLS CC, PALM DESERT

Thursday, September 8, 2011
11:30 am to 1:30 pm  
IEAHU 
Luncheon Meeting    
Dave & Buster’s Restaurant - 
4821 Mills Circle ( Ontario Mills)---909-987-1557 
( north east side of the mall )

IEAHU Kick Off Luncheon and 
2011-2012 Board Installation 

Speaker: Jim Lott
Topic: Accountable Care 
Organizations (ACO’s)

Sponsored by 
Aetna

Thursday, October 13, 2011
11:30 am to 1:30 pm  
IEAHU 
Luncheon Meeting    
Dave & Buster’s Restaurant - 
4821 Mills Circle ( Ontario Mills)---909-987-1557 

( north east side of the mall )

IEAHU October Membership Lunch 
and Leg Day   

Speaker: Julianne Broyles
Topic:  TBD

Sponsored by 
Benebiz, LLC

Thursday, September 15, 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

“Medicare and Medicare 
Advantage Review for 2012”

Presented by Don Doppmann, 
Aetna Regional Sales Manager - 
Senior Products
1 Hr of CE Credit Available
Sponsored by 
TBD

Thursday, October 20, 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

“Updates on Healthcare Reform & 
the New CA Health Exchanges”

Presented by Bill Robinson, 
CAHU V-P of Legislation 
(& DCAHU Board Member)
1 Hr of CE Credit Available
Sponsored by 
TBD

SEPT

OCT

THURSDAY, OCTOBER 26-27, 2011  •  SHERATON UNIVERSAL HOTEL, UNIVERSAL CITY, CA
CAHU 2011 HEALTH CARE SUMMIT “HEALTH CARE REFORM - WHERE WILL IT TAKE US?”
FOR MORE INFO, PLEASE GO TO: HTTP://WWW.CAHU.ORG/CONTENT/2011-CAHU-HEALTH-CARE-SUMMIT



Comments on Proposed 
ACCOUNTABLE CARE RULE 

Largely Unenthusiastic 

by www.californiahealthline.org

A six-week comment period on a 

proposed rule for the creation 

of accountable care organizations 

under the federal health reform 

law ended in mid0June, and most 

of the responses from health care 

providers were negative.

ACOs, mandated by the federal 

health reform law, aim to lower 

costs and improve care by fostering 

cooperation between physicians, 

hospitals and other health care 

providers. The overhaul requires 

federal health programs to begin 

contracting with ACOs starting in 

January 2012. 

HHS estimates that ACOs will 

save Medicare between $510 

million and $960 million during 

the fi rst three years. According to 

the proposed rule, 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. 

Some organizations have 

commented that the management 

of ACOs should be simplifi ed. They 

said that the rule creates too many 

bureaucratic and legal hurdles 

and that the number of quality 

standards will require excessive 

data management. Other groups 

are worried that potential savings 

are limited, especially when 

considering startup costs. 

Robert Laszewski, a health industry 

consultant, said, “What you are 

saying to the provider community 

is, ‘I’m going to give you less 

money, and you are going to 

invest millions so you can survive 

on less money.’” He added, “Why 

would I be stupid enough to do 

that?”  

Gail Wilensky -- a health policy 

analyst who headed CMS during 

President George H.W. Bush’s 

administration -- said, “That so 

many groups have come out 

against the ACO regulations ought 

to be really troubling for an idea 

that was given so much credence 

as the driver of reform during the 

health care legislation debate.”

In a May 26 letter to CMS 

Administrator Donald Berwick, 

Cleveland Clinic CEO and 

President Delos Cosgrove wrote 

that the organization supports 

the concept of ACOs but rejects 

the proposed rule. Cosgrove 

wrote that the rule is “replete with 

prescriptive requirements that 

have little to do with outcomes, 

and many detailed governance 

and reporting requirements that 

create signifi cant administrative 

burdens.”  He added, “Further, 

we have concluded that the 

shared savings component ... 

is structured in such a way that 

creates real uncertainty about 

whether applicants will be able to 

achieve success.” 

Berwick, responding to the 

negative feedback, said, “The 

proposed rule had many, many 

different things we were trying to 

adjust and balance,” adding, “It’s 

a very important undertaking and 

we crafted it as carefully as we 

could.”  He pledged to incorporate 

the comments in designing a 

better fi nal rule. Federal offi cials 

are expected to release the fi nal 

rule in August. 

A coalition of consumer health 

groups called the Campaign 

for Better Care has submitted a 

comment that states its members 

support the proposed rule and 

encourages CMS to maintain more 

stringent regulations in the face of 

opposition. The coalition wrote, 

“Some are concerned about asking 

too much of ACOs but we believe 

these new models must be held to 

standards that ensure they deliver 

on the promise of better care, 

better health and lower cost.”  
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This year’s NAHU Convention was 
held in San Antonio, Texas, at the 

Grand Hyatt Hotel, located right on 
the city’s famous and fun River Walk 
tourist mecca for dining and shop-
ping and entertainment along the 
river that runs through downtown.
 The convention opened on Sun-
day, June 26 and ran for 3-1/2 days. 
Included was training for incoming 
local chapter presidents, member-
ship chairs, and other chapter posi-
tions. There were 4 sets of Profes-
sional Development seminars - with 
each hour’s slot offering 6 different 
tracks to choose from, ranging from 
Agency Management, How to use 
social networking to promote your 
business, to compliance issues, chap-
ter leadership training, strategic sell-
ing ideas, and more.
 The exhibit hall featured dozens of 
vendors in our industry, and it was 
where lunch was served, as well as 
where the Welcome Reception was 
held on Sunday evening. There were 
Regional  Meetings for everyone to 
attend, and then there was the “offi -
cial” House of Delegates Meeting on 
the last morning of the convention. 
It was at this HOD meeting where 
we voted on 2 issues brought be-
fore us for consideratin, plus the vote 
for two contested positions on the 
NAHU Board of Trustees. California’s 
own Don Goldmann won the Region 
8 V-Position by 3 votes...a close call.
 The convention is a lot of impor-
tant meetings from which we learned 
a lot. But it is also a great time to re-
connect with industry people many 
of us know from all across the USA, 
but whom we only get to interface 

with once or twice a year at 
the NAHU Convention and/or 
the NAHU Capitol Conference. 
DCAHU Board Member Sandra 
Barr attended the convention 
for the fi rst time, and she came 
away glowing with pride of her 
membership in such a large, di-
verse group of very committed 
people to the cause and mission 
of NAHU! She learned a lot, and 
now has a much more global 
view of all that NAHU is, than 
she did before- as just seeing 
Health Underwriters from her 
view as a local chapter board 
member.

NAHU Convention 2011 - “The New Frontier” - the Best Ever!
by Bill Robinson - DCAHU Communications Chair

Town Hall Meeting for 
all attendees (L to R on 
stage): Bruce Benton - 

President-Elect, President 
Mel Schlesinger , Tom 
Harte- Vice-President, 

Past President Steve 
Selinsky, & Janet 

Trautwein - NAHU 
CEO.

The lineup for the new 20011/12 NAHU Board of Trustees

Region 8 Meeting led by Don Goldmann.

House of Delegates Meeting



It doesn’t matter if your stress is 

caused by your job, your lack of 

one, or too many time and family 

commitments.  Stress doesn’t make 

us feel good, and it’s not good for 

us.  Sonia Lupien, co-director of 

the Centre for Studies on Human 

Stress at the Douglas psychiatric 

hospital in Montreal, has some 

surprising news.  Most of us think 

the opposite of stress is relaxation.  

Right?  If I could just fi nish this 

project at work, or if I could just 

persuade the grandparents to take 

the kids for the weekend, then I 

could relax and I wouldn’t be at my 

breaking point.  But Lupien says the 

opposite of stress is resiliency.  “A 

person who is resilient is less likely 

to suffer from the adverse effects of 

stress in the long run,” she says.

 Did you highlight that?  I think 

you could rephrase it by saying a 

person who stays in the active mode 

(who takes charge of their thoughts 

and actions) is less likely to suffer 

the adverse effects of stress. 

 Excerpt from Me, We, and Glee: 

How to have a great attitude, work 

as a team and keep your sense of 

humor, by Nick Arnette, available 

at Amazon.com in both printed and 

Kindle editions.

 Nick delighted us at IEAHU’s 2011 

Symposium, and is known as the 

“Feel Good Funny Guy”.  Nick has 

been entertaining audiences with his 

clean and cleaver comedy for over 20 

years and has worked with comedy 

greats such as Jay Leno, Jerry Sienfi eld 

and Tim Allen.

by Nick Arnette

The Opposite of Stress
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In the shadow of the elephant that is 
budget passage, the Senate held a 

hearing yesterday on legislation that also 
holds a lot of political weight -- health 
care rate regulation. “Of all the bills this 
year, and we’ve been involved in a lot 
of them, this one is the most important 
to us,” Gary Passmore of the California 
Congress of Seniors said at the hearing. 
“This one really matters.”
 AB 52 by Assemblymember Mike 
Feuer (D-Los Angeles) would take a 
step beyond the health insurance rate 
review that the state currently conducts. 
It would allow the state’s Department of 
Insurance and Department of Managed 
Health Care to alter or reject health 
insurers’ rate increases.
 It passed the Assembly and yesterday 
was before the Senate Committee on 
Health. In an unusual move, committee 
Chair Ed Hernandez (D-West Covina) 
arranged yesterday’s hearing to be 
testimony-only, in an effort to air the 
many opinions about it. The actual 
vote on the bill is scheduled for next 
Wednesday, July 6. Toward the end 
of the hearing, Hernandez gave a hint 
about the direction that vote might go 
-- but it was only an indication, since 
the four-hour discussion itself was so 
contentious.
 “Each of us has been inundated 
with complaints from our constituents 
about the dramatic rise in health care 
premiums,” Feuer said to the Senate 
committee. “Huge increases of 39%, 
59% -- and we have been powerless to 
grapple with these issues. At one point 
the Department of Managed Health Care 
rate review concluded that one of those 
big increases by Anthem Blue Cross was 
unreasonable, and Anthem went ahead 
with it, anyway. Now 120,000 Californians 
are paying what is demonstrably an 
unreasonable rate increase.”
 That’s what Feuer wants to change 
with AB 52. If the state already has the 
administrative wherewithal to review 
rate increases and determine which ones 
are excessive, why shouldn’t the state be 
able to stop those excessive rate hikes, 
he asked. “Unlike the majority of states, 

we are unable to effectuate that rate 
review,” Feuer said. “Now, many people 
say this bill doesnt solve every problem 
in health care. But I think the test should 
be: Will Californians be better off on the 
day after this regulation is passed? Or 
better off without it?”
 The health insurance industry feels a 
little scapegoated by the well-publicized 
and eye-popping double-digit premium 
rate increases. Most of those increases 
came in the volatile independent market, 
a small percentage of the overall market, 
according to Charles Bacchi of the 
California Association of Health Plans. 
“California’s premiums are at or below 
the national average,” Bacchi said. “In 
fact, the new federal law takes a lot of 
California’s principles, to try to bring 
down costs in the rest of the country.”
 Insurers at the hearing were joined 
by several representatives of health care 
provider groups, including Lisa Folberg 
of the California Medical Association. 
“It’s a little strange to be at the same 
table, on the same side with insurers,” 
Folberg said. “But we do believe this 
bill will have unintended consequences. 
However dysfunctional our health care 
system is in California, it is still a system. 
And when you make a big change like 
this, many things can be affected.”
 Folberg said physicians are worried 
about “cost shift,” which is the term used 
to describe how providers are reimbursed 
in California. Since physicians and hospitals 
lose money on Medi-Cal and uninsured 
patients, that loss is factored into their 
negotiations over reimbursement rates 
for fully insured patients.
 “If commercial rates [for insurers] 
get squeezed, that will trickle down 
to physicians in the form of lower 
negotiated rates.” And in turn, those 
lower rates paid for insured patients will 
limit how many low-income patients 
can be included in doctors’ practices, 
Folberg said. “It will end up that they’ll 
have to take fewer Medi-Cal patients,” 
she said. “And with so many more Medi-
Cal patients in 2014, that could create a 
huge problem with access.”
 Other criticisms of rate regulation 

included the concern that the bill doesn’t 
get to the root cause of rising health care 
costs, and that it might interfere with a 
smooth fi rst year for the state’s health 
benefi t exchange. “It’s an extremely 
diffi cult issue,” Hernandez said. “That’s 
why we scheduled so much time for it, 
and why we will hold this for a vote next 
week.”
 Several committee members expressed 
their reservations or reluctance about 
the upcoming vote -- even health care 
maven Sen. Elaine Alquist (D-Santa 
Clara) said she was uncertain how she 
would vote on it next week, because of 
concern about the exchange. 
 It’s likely that Hernandez is the 
swing vote on the committee. He has 
generally supported health insurance 
rate regulation bills in the past, and he 
gave a small indication of purpose at the 
end of the hearing. “I don’t know how 
I’m going to come down on this bill,” 
he said, but then opened the door. “I do 
have some amendments to propose,” 
he said to Feuer. “And I look forward to 
working with you on it.” It was a mild 
tell. But in general, amendments help 
move a bill toward passage. 
 [Editor’s Note: AB 52 did pass out of 
the Senate Health Committee on July 
6, and will next be heard in the Senate 
Appropriations committee on August 
15. It is CAHU’s Top Bad Bill to Defeat 
this year !]
 Editorial: AB 52 Would Lead to 
Overregulation, High Costs - An Orange 
County Register opinion piece states 
that the Senate Health Committee’s 
recent passage of a bill (AB 52) to boost 
state oversight of health insurance rates 
“brought California one step closer 
to making health care insurance, and 
consequently health care itself, more 
costly, less accessible and even more 
under the clumsy control of government 
bureaucracies.” The editorial 
continues that legislators “should 
remove government’s  impediments 
to encourage the private sector to 
lower prices and expand coverage and 
availability,” adding, ‘We urge the full 
Senate to defeat AB 52.”

by David Gorn, California Healthline Sacramento Bureau 

Opponents Square Off on Rate Regulation Bill - AB 52 (Feuer)
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Rising health insurance premiums are 
a concern for consumers and their 

medical caregivers. Both want to preserve 
access to high-quality, affordable health 
care. However, empowering a government 
agency to decide what health insurance 
premiums will be, as proposed by Assembly 
Bill 52, is the wrong solution to this very 
real problem.
 Health insurance premiums rise, in part, 
in response to the rising costs of the medical 
care we purchase with our insurance. And 
the chief driver of increased medical care 
costs is the increase in demand for and 
consumption of medical care caused by 
population growth and aging.
 The more our population grows, the 
more medical care is dispensed. Still more 
medical care is provided as people get older 
with declining health status. Add to that the 
higher cost of our direct-care labor force; 
the cost of acquiring newer life-saving and 

life-improving medical technologies; and 
the cost of newer, better and life-extending 
medications, and the reasonable among us 
readily see that depressing health insurance 
premiums by arbitrary governmental rate 
setting does not begin to address any of the 
reasons why premiums are rising.
 We medical caregivers are concerned 
that AB52 might do more to harm access 
to medical care for our patients because 
premium rate-setting by government will 
drive some health plans and insurers out 
of California. That will decrease consumer 
choice of plans, and that, in turn, will 
decrease the choice of medical caregivers 
consumers may go to for their medical care 
needs because health plans are selective 
about which medical caregivers they 
include in their provider networks.
 We only have to look at how the 
state manages the Medi-Cal program to 
see what will happen if we turn over our 

private health insurance to rate regulation 
by a government agency. This program for 
families on welfare and the disabled pays 
medical caregivers so poorly that fi nding 
doctors, especially physician specialists, to 
treat them is the single greatest access-to-
medical-care challenge for these consumers. 
The depressed rates paid by the state to our 
hospitals that are prevented by law from 
turning anyone away is the chief reason for 
closure cited by 10 of the 11 hospitals that 
closed in Los Angeles since 2002.
 There is a better solution already in 
play. Legislation passed last year, SB 1163, 
established rate review in California. 
Health plans now must actuarially justify 
rate increases for individuals and small 
businesses. The federal government has 
provided California a $1 million grant to 
establish the rate review process and hire 
actuaries. That is the way to go. Accordingly, 
the Legislature should reject AB 52.

by James Lott - Executive Vice-President of the Hospital Association of Southern California

Early June’s deadline to get legislation 
through the Assembly and Senate 

saw a number of big-ticket health care 
proposals make their way through the 
Legislature -- including one bill (AB 52) 
to regulate rate hikes by health insurers, 
and another to launch a new kind of 
Basic Health Insurance Plan in California, 
as an outgrowth of PPACA.
 Many of the health-related proposals 
-- especially ones that had anything to 
do with meeting federal guidelines for 
implementation of the federal health 
reform law in 2014 -- met with resistance, 
skepticism and sometimes derision. 
 AB 922, which passed the Assembly 
with a 57-21 vote, sets up a sort of 
clearinghouse for health insurance 
information for consumers. The idea is 
to shift the current Offi ce of the Patient 
Advocate (now in the Department 
of Managed Health Care) into an 

independent government agency, 
so it can lead the effort on consumer 
outreach and help explain complicated 
health insurance choices under the 
new reform law.
 “As we prepare to expand coverage in 
2014, we need one place where people 
can access information,” bill author Bill 
Monning (D-Carmel) said. “Right now, 
there are eight different governmental 
entities [with similar tasks and goals], 
so we want to streamline the confusing 
number of agencies for consumers, so 
they can better understand their care 
options.”
 Assembly member Tim Donnelly 
(R-Twin Peaks) didn’t like the idea. “This 
is a great example of government run 
amok,” Donnelly said. “Obamacare isn’t 
even here yet, and here we are, we’re 
creating a whole new agency. It never 
ends. Holy moley. This is why California is 

the least desirable place to do business.”
 Allan Mansoor (R-Costa Mesa) took 
a more pragmatic but similar approach: 
“I just don’t understand why our 
government is rushing to enact changes 
to a law that may be overturned in the 
courts.” Monning answered that health 
care reform is the law. “Money has already 
been allocated for this,” Monning said of 
AB 922. “Now is the time to do it. We 
have the federal funding to do it.”
 Assembly member Richard Pan 
(D-Sacramento), a physician serving 
his fi rst term in the Legislature, thinks 
it’s a good idea: “I wonder if the people 
who spoke previously actually read the 
bill,” he said. “Doctors, nurses and 
other providers, they know that people 
do struggle to fi nd the proper care. 
For those of us who want to make sure 
government works better, this is a good 
idea.”

by David Gorn - www.californiahealthline.org

Health Reform Legislation Regularly Assailed
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Were all waiting for the Court of 
Appeals in Atlanta to make a 

decision about the constitutionality 
of the ACA, but, in the meantime, 
I cant help wondering what the 
practical effect of the law will 
be on employees, if healthcare 
reform survives the assorted legal 
challenges it is facing across the 
country. Should workers be worried 
that their coverage, assuming they 
like it, will disappear?
 Predictions certainly vary. For 
example, McKinsey & Company 
took a survey in early 2011 of a wide 
variety of 1,300 employers, and 
is anticipating that about 30% of 
them will defi nitely or probably stop 
offering employer-sponsored health 
insurance after 2014, when many 
of the ACAs provisions become 
effective. Even more disturbing is 
their fi nding that, among employers 
with a high awareness of reform, 
more than 50% plan to stop offering 
coverage. McKinsey also reports that 
alternatives to traditional employee-
sponsored health insurance, such as 
defi ned contribution health plans 
or insurance that is offered to only 
a select group of employees, is 
expected to be pursued by 45% to 
50% of employers surveyed.
 In contrast, a survey of 1,350 
benefi ts and human resource 
professionals, general and fi nancial 
managers, and other professionals, 
just released by the International 

Foundation of Employee Benefi t 
Plans (IFEBP) shows that only 0.7% 
plan to stop providing employees 
with health care coverage in 2014, 
and only 0.9% will completely close 
off benefi ts to new hires.
 Is there an explanation for this 
disparity? McKinsey posits that, 
the more employers are aware 
of healthcare reform, the more 
interested they are in pursuing 
alternatives to traditional coverage. 
McKinsey states that respondents to 
its survey were questioned about their 
rationale for providing employee 
healthcare benefi ts, and that this 
prompted a consideration on the 
part of those surveyed to consider all 
the factors that would infl uence their 
decision about healthcare in 2014. 
On a positive note for employees, 
McKinsey predicts that, of those 
employers that drop employee 
health coverage completely, 
most will provide employees with 
increased salaries, vacation time, or 
retirement benefi ts. That would be 
nice, although employees would 
be right to be skeptical of this 
speculation, since the whole point 
of dropping coverage is to save 
money, and employers may not 
want to pay for benefi ts that would 
truly compensate workers for a loss 
of healthcare coverage. 
 Many of the employers surveyed 
by IFEBP had also thought through 
the implications of healthcare 

reform, though. IFEBP reports that 
60% of the employers it surveyed 
had already conducted an analysis 
of the cost impact of the ACA, and 
that few anticipated being able 
to retain grandfathered status for 
their plans. The employers in the 
IFEBP survey seem to anticipate 
dealing with healthcare increases, 
not by discontinuing coverage for 
their employees, but by increasing 
their employees’ shares of the costs 
of premiums, raising in-network 
deductibles, and increasing 
employees’ proportion of the 
coverage cost of dependents. The 
use of high deductible health plans 
were also seen as a good way to 
manage costs. 
 It’s therefore hard to anticipate 
exactly how healthcare coverage 
and options are going to change, 
and American workers may have no 
choice but to simply adopt a wait and 
see approach, at least until the 11th 
Circuit and then probably the U.S. 
Supreme Court come to a decision. 
It seems, however, that employees 
of the companies surveyed by IFEBP 
may have less to worry about than 
the rest of us. 
 A comprehensive analysis of the 
Affordable Care Act, including the 
full text of the law and additional 
information on health reform 
implementation, and other recent 
developments in employee benefi ts, 
is available here. 

by Carol E. Potaczek - http://healthcare-legislation.blogspot.com 
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The situation is looking a little bleak, 
according to Jeff Oxendine of the 

UC-Berkeley School of Public Health. 
“We currently have work force short-
ages in primary care, clinical labora-
tory science workers, pharmacy and 
public health, those are already in 
shortage,” Oxendine said recently at 
an informational panel discussion in 
the Capitol Building, put on by the 
California Health Policy Forum. “And 
it’s about to get worse.”
 The health care provider shortage 
will be felt even more acutely, he said, 
because demand is about to boom. 
“The aging of the state will increase 
demand dramatically,” he said. In fact, 
the baby boomer population started 
to reach retirement age this year, and 
the number of seniors in California is 
expected to double by 2020. By 2030, 
one in fi ve Californians will be older 
than age 65. Seniors use more health 
care resources, Oxendine said.
 “On top of that demand, we expect 
to see roughly four million new enroll-
ees in California with health care re-
form,” Oxendine said. “Who will take 
care of all of those people?”
 Health care providers are aging, too. 
“About 30% of physicians in California 
are over 60 years old,” Oxendine said. 
“Not only is it an aging group there, 
but it’s an aging group of leaders in 
health care, as well as just the number 
of aging professionals.”
 But wait. There’s more. The physi-
cians and other health care providers 
in California are concentrated in high-
er-income areas, which means the 
problem in rural and underserved ar-
eas -- where a good percentage of the 
impending boom in the newly insured 
will be -- is especially dire. “Coverage 
doesn’t equal access,” Oxendine said. 
“Access is already a problem with Me-
di-Cal, and that will intensify.”
 So, to summarize: an inadequate 
supply of providers, distributed un-
evenly, about to contract because 

those providers are aging, serving a 
population that’s growing exponen-
tially and getting older and needier. 
Can it be any worse than that? “Well, 
at the same time, educational capacity 
is being cut,” Oxendine said.
 The pipeline of new physicians, for 
instance, is actually in danger of shrink-
ing, due to budget cuts. The planned 
expansion of the UC system to include 
a new medical school at UC-Riverside 
has been slowed, and legislators have 
warned that all UC schools stand to 
be severely cut back if tax extensions 
aren’t passed and California lawmak-
ers need to enact an all-cuts budget.
 Few newly trained physicians plan 
to go into primary care. Of the ones 
who do, not many will work in rural 
or underserved areas. It’s enough to 
make you want to duck your head and 
hum, Oxendine said.
 There are a few general commit-
ments that must be made, according 
to Oxendine:
- Invest in training programs; 
- Protect against cuts to higher edu-
cation; 
- Keep community colleges funded 
and implement more training pro-
grams there; 
- Fix the primary care payment dis-
parity; and 
- Increase incentives for new physi-
cians to work in underserved com-
munities.
 Some of those pursuits -- changing 
reimbursement levels, increasing the 
number of medical school graduates 
in California and training more allied 
health workers -- will take a lot of time. 
Because the senior crunch is happen-
ing now and the expected infl ux of 
insured patients resulting from health 
care reform is due in less than three 
years, California will need to look at 
other options, Oxendine said.
 “Even if we do everything right, 
we still won’t have enough provid-
ers in time,” he said. “So we have 

to enhance the ones we have.” That 
means making sure that physicians, 
nurses and other providers are being 
used to the maximum extent of their 
training -- a concept called working to 
the top of your license, according to 
Catherine Dower, a UCSF researcher 
and co-director of the Health Work-
force Tracking Collaborative, who also 
spoke at the Capitol Building forum.
 “Nurses and other providers should 
practice to the full extent of their edu-
cation and training, at top of their 
license, at the top of their compe-
tence,” Dower said. The idea is that 
physicians and nurses spend a lot of 
their time doing busy work. By arrang-
ing the workplace so that ancillary 
health care professionals can handle 
some of those tasks that don’t take as 
much training, that frees doctors and 
nurses to do more, to care for more 
patients. Proponents say it also will 
provide better care for patients.
Among the obstacles to taking the 
top-of-license approach, Dower said, 
are the fragmented rules in California 
for what mid-level providers -- phy-
sician assistants and licensed nurse 
practitioners -- are allowed to do.
 “Nurse practitioners, for instance, 
can order or furnish drugs,” Dower 
said. “It looks like a prescription, but 
it’s not.” Because nurse practitioners 
work under supervision of a physi-
cian, the actual prescription has to 
be approved by that doctor. “And in 
California, there’s a cap on the num-
ber of nurse practitioners each doctor 
can collaborate with,” she said. Those 
NPs are critical to helping physicians 
work to the top of their license, Dower 
said.
 “About one-fi fth of the primary care 
work force in California is nurse prac-
titioners,” Dower said. “It doesn’t cost 
as much to produce an NP as it does 
to produce an MD,” she said. “You 
get increased access without compro-
mising quality.”

by David Gorn, California Healthline Sacramento Bureau - www.californiahealthline.org

California Running Out of 
Health Care Providers
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The state Senate’s approval of a 
plan to provide low-cost health 

insurance for low-income Califor-
nians sets the stage for a signifi -
cant part of health care reform to 
take shape. But with many policy 
pieces still in fl ux and a budget 
still in limbo, the move to create a 
basic health plan raises almost as 
many questions as it answers.
 The Affordable Care Act in-
cludes a provision that allows 
states to create low-cost coverage 
-- called “Basic Health Plans” -- for 
residents who can’t afford health 
insurance on the open market but 
who don’t qualify for Medi-Cal, 
California’s Medicaid plan.
 Earlier this month, the state 
Senate passed SB 703, by Sen. 
Ed Hernandez (D-West Covina), 
which aims to offer coverage for 
as many as 829,000 Californians. 
Federal subsidies would pay for 
about 95% of the coverage, and 
benefi ciaries would contribute the 
remaining 5%. Premiums could 
be as low as $30 per month.
 The legislation is now before the 
Assembly, but its path is anything 
but clear. So far, the idea of a ba-
sic plan has encountered little ac-
tive opposition in California, but 
that may change. In addition, the 
plan’s home in state bureaucracy 
is uncertain.
 “There are several things still in 
motion that could have a bearing 
on what happens next,” said John 
Ramey, executive director of Local 
Health Plans of California, sponsor 
of the bill. “So far the only oppo-
sition has been from those who 
are against anything having to do 
with reform, but I expect that to 
change. I do think it will probably 
pick up some active opposition 
based on how folks analyze the 
numbers -- insurers and/or pro-
viders,” Ramey said.
 “And we really don’t know yet 
how the exchange is going to re-
act,” Ramey added. “The ultimate 

goal of the exchange is to get as 
many people covered as possible, 
and the basic plan would be a tre-
mendous boost toward that goal. 
We’ll see what happens,” Ramey 
said.
 Among the most pressing ques-
tions facing the basic plan:
- The bill calls for the basic plan 
to be administered by MRMIB -- 
the Managed Risk Medical Insur-
ance Board -- which is slated to 
be eliminated under Gov. Jerry 
Brown’s (D) budget proposal. 
What happens to the basic plan if 
MRMIB dissolves? 
- Although the bill is envisioned 
as an alternative to offerings in 
California’s new health benefi t ex-
change, there is a possibility the 
new exchange could take the ba-
sic plan under its wing -- once it 
has wings. Will the plan remain a 
separate option or will it eventu-
ally be offered through the new 
state exchange? 
- Will the bill spark active op-
position? How much and from 
whom? 
- Will the bill survive in the Assem-
bly without signifi cant changes? 
- How will Brown react?
 Although tactical and practical 
questions confront the plan, fi -
nancial questions are not an issue, 
so far. The plan is billed as having 
no effect on the state’s general 
fund because it’s paid for through 
the Affordable Care Act. And ac-
cording to estimates, the basic 
plan could pay health care pro-
viders more than standard Medi-
Cal reimbursements.
 A report released last month 
by Mercer Health & Benefi ts 
concluded that the state would 
be able to offer a basic plan that 
would pay health care providers 
20% to 25% higher than current 
Medi-Cal reimbursement rates. 
The Mercer report, “Exploring 
the Financial Feasibility of a Ba-
sic Health Program in California,” 

was commissioned by the Califor-
nia HealthCare Foundation, which 
publishes California Healthline.
 According to estimates from 
the UCLA Center for Health Policy 
Research, as many as 829,000 
Californians could be eligible for 
coverage under a basic health 
plan. To qualify, residents must 
be younger than age 65 and be 
either:
- A citizen with an annual income 
between 133% and 200% of the 
federal poverty level; or 
- A documented immigrant with 
an annual income up to 133% of 
the federal poverty level who is 
ineligible for Medi-Cal because of 
immigration status.
 Although the plan is designed 
to provide coverage for a vulner-
able population, it is still rooted in 
the insurance marketplace, Ramey 
points out. “Like all the rest of na-
tional health care reform, this is 
very much based in the competi-
tive environment for health plans 
and provider networks. There is 
perhaps a way for government 
to spend the same amount of re-
sources that might be spent in the 
open marketplace and change 
the expenditure to benefi t low-
income residents, but this is still 
competitive economics,” Ramey 
said.
 Ramey -- a consultant in former 
Gov. Arnold Schwarzenegger’s (R) 
unsuccessful attempt to reform 
California’s health care system 
fi ve years ago, and MRMIB’s fi rst 
executive director in 1990 -- said 
the basic health plan’s potential 
to provide affordable coverage 
for low-income residents coupled 
with enhanced reimbursements 
for health care providers make 
it an appealing option for poli-
cymakers. “It’s pretty exciting to 
see the potential for programs like 
this, but until a bunch of these 
questions get dealt with, that’s all 
it is -- potential,” Ramey said.

Basic Health Plan’s Future Unclear in California
by George Lauer, California Healthline Features Editor  - www.californiahealthline.org
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Dave Jones Weighs In on 
Insurance Broker Issue  
 During a conference call with 
members of the National Association of 
Insurance Commissioners in early June, 
California Insurance Commissioner Dave 
Jones (D) said the aggregate insurance 
broker compensation at four of the fi ve 
largest health insurers in the state has 
risen from $5.8 million in 2000 to $168 
million in 2010. However, he said that 
similar data have not been compiled by 
other states, noting that such information 
could be useful as NAIC determines its 
position on federal legislation (HR 1206) 
that brokers say could protect their jobs. 
Jones was the only committee member 
to vote against moving forward on an 
internal NAIC report that looked at ways 
to address broker commissions.     

FURTHERMORE......
 The National Association of Insurance 
Commissioners (NAIC) has backed 
away from the idea of supporting a 
congressional bill that could exclude 
insurance agent compensation from 
medical loss ratio (MLR) calculations. 
The NAIC, Kansas City, Mo., considered 
a proposal to support the bill, H.R. 1206, 
today during a plenary conference call. 
The plenary is an assembly that includes 
all voting members of the NAIC.
 California Insurance Commissioner 
Dave Jones and several other 
commissioners expressed opposition 
to the H.R. 1206 support proposal. 
Jones asked Kevin McCarty the Florida 
insurance commissioner and the head of 
a task force that approved the H.R. 1206 
support proposal whether the task force 
vote represents NAIC policy. McCarty, 
the NAIC president-elect, said it does not. 
McCarty and other H.R. 1206 supporters 
ended up not pursuing a plenary vote.   
 —www.californiahealthline.org

Calif. Attorney General Joins 
Brief Backing Health Reform
 California Attorney General Kamala 
Harris (D) has joined nine other state 
attorneys general in a friend-of-the-court 

brief supporting the constitutionality of 
the federal health reform law. In the brief 
-- fi led in the U.S. Court of Appeals for 
the District of Columbia -- the attorneys 
general argue that the choice to purchase 
health insurance has a signifi cant effect 
on interstate commerce because it can 
create risk pools, decrease medical 
costs nationwide and lower the cost of 
uncompensated care.
 —www.californiahealthline.org

Many Young Adults Staying 
on Parents’ Health Coverage
- About 600,000 young adults have 
tapped a provision of the federal health 
law that allows individuals younger than 
age 26 to be covered by their parents’ 
health insurance policies, according to 
HHS. For example, Kaiser Permanente 
said 90,000 young adults nationwide 
have enrolled in their parents’ plans, 
while Blue Shield of California has added 
22,000 dependents.      
 —www.californiahealthline.org

Hospitals Nationwide 
Unnecessarily Perform 
Double CT Scans
 Hundreds of hospitals nationwide 
routinely perform two chest CT scans 
on a single patient, needlessly exposing 
them to double doses of radiation and 
driving up costs, according to a review 
of Medicare data.
 Patients who receive a double CT scan 
undergo a contrast and a noncontrast 
CT scan in succession. Although most 
radiologists say nearly all chest issues 
can be accurately diagnosed with only 
one scan, 2008 Medicare data show that 
some hospitals performed double scans 
on chest patients more than 80% of the 
time. A single CT chest scan exposes a 
patient to 350 times the radiation of a 
standard chest X-ray.
 Specifi cally, Medicare data show that 
76,781 chest patients, or 5.4%, received 
double CT scans in 2008. While most 
hospitals administered them sparingly, 
a median of 2% of Medicare patients 

received two 
scans618 hospitals 
performed double 
scans on at least 
10% of Medicare 
chest patients, and 
94 of those hospitals 
performed double 
scans on at least 
50% of Medicare 
chest patients.
 Experts note that double scanning 
also is common for privately insured 
patients. Although the number of overall 
non-Medicare patients who receive 
double scans is unknown, HealthPartners, 
a not-for-profi t Minnesota HMO, reports 
that 7% of its chest patients received 
double scans in 2010.
 Offi cials at facilities with high double 
scan rates say the extra scans provide 
physicians with more information. 
One such offi cial notes that small 
rural hospitals may perform two scans 
to expedite a diagnosis and quickly 
determine if a patient needs to be 
transferred to a facility with a wider 
range of medical services/
 However, other experts suggest 
that fi nancial incentives drive physicians 
to order two scans. The hospital and 
radiologist fees for double scanning a 
Medicare patient total $403, compared 
with $245 for a noncontrast CT and 
$362 for a contrast CT.
 One Tulsa hospital successfully 
reduced double scanning from about 
80% in 2008 to roughly 5% in 2011 
by changing scanning protocols. 
Radiologists at the hospital now discuss 
all scan requests with physicians 
to determine the most reasonable 
approach.   
 —www.californiahealthline.org

Calif. Groups To Launch New 
Accountable Care Initiative 
 Modesto-based AllCare IPA, Blue 
Shield of California and Doctors Medical 
Center of Modesto announced that they 
have teamed up for a new accountable 

compiled by 
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care initiative to provide integrated 
health care services to about 8,000 Blue 
Shield HMO members. The initiative will 
begin Jan. 1, 2012, and last at least three 
years.     
 —www.californiahealthline.org

Study Finds Older Caregivers 
Have Poorer Health & 
Finances
 Older caregivers who provide care 
to a parent while working are more 
likely than other workers of similar age 
to report medical problems, including 
chronic disease and depression, 
according to a study by MetLife Mature 
Market Institute, the National Alliance 
for Caregiving and the Center for Long 
Term Care Research & Policy at New 
York Medical College. The study also 
found that caregivers ages 50 and older 
lose an average of $303,880 per person 
in wages, pensions and Social Security 
benefi ts over a lifetime from stopping 
work early to care for a parent.    
 —www.californiahealthline.org

Riverside, San Bernardino 
Area Hit by Doctor Shortage
 Local offi cials say Riverside and 
San Bernardino counties face a serious 
physician shortage that could become 
more pronounced as residents gain 
health insurance coverage under the 
federal health reform law in 2014. G. 
Richard Olds, dean of the UC-Riverside’s 
planned School of Medicine, said the 
region could face a shortage of 5,000 
doctors by 2021. Olds added that 
accreditation of UC-Riverside’s medical 
school could help ease the physician 
shortage.   
 —www.californiahealthline.org

Stakeholders Weigh In on 
Merging California’s Health 
Plan Regulators 
 California health care advocates and 
insurance industry leaders are discussing 
whether to combine the Department 
of Insurance and the Department of 
Managed Health Care into a single 
health insurance oversight agency.
 Debate about merging the two 
departments was prompted by the 
release of a new California HealthCare 

Foundation report outlining the 
challenges involved in the state’s 
approach to health insurance regulation. 
California is the only state with two 
agencies that oversee health insurers.
 DMHC oversees health plans -- 
primarily HMOs -- that cover 21.6 million 
state residents. DOI regulates most PPOs 
and traditional indemnity plans, which 
cover about 2.4 million Californians. 
Gov. Jerry Brown (D) has oversight over 
DMHC, and Insurance Commissioner 
Dave Jones (D) oversees DOI. 
 The two agencies have different 
requirements for the level of health 
benefi ts that insurers must provide. They 
also enforce different sets of laws and 
have separate regulatory authority.
 Advocates for merging the two 
agencies say the two-department system 
has confused customers, increased costs 
and could undercut the state’s ability to 
implement the federal health reform law. 
They say a single agency would be better 
poised to serve California residents and 
tackle new reform law requirements. 
Anthony Wright, executive director of 
Health Access California, said, “At the 
end of the day, we want a consolidation 
that takes the best of both,” adding, “it 
doesn’t make sense for consumers to 
have two regulators.”
 Meanwhile, opponents of 
consolidating the agencies say such 
a move would distract from more 
important issues. 
 Patrick Johnston, president of the 
California Association of Health Plans, 
said a merger would shift focus away 
from the development of an online 
health benefi t exchange as mandated 
under the reform law. Johnston said, 
“We can’t afford a distraction when 
establishing the exchange and the other 
key elements of the new health reform 
law.”      
 —www.californiahealthline.org

HHS Aims To Increase 
Awareness of No-Cost 
Preventive Services
 In late June, HHS Secretary Kathleen 
Sebelius announced the launch of a 
campaign to raise awareness among 
Medicare benefi ciaries and their 
physicians that many preventive services 
are available at no cost. Under the federal 

health reform law, Medicare benefi ciaries 
as of Jan. 1 became eligible for many no-
cost preventive services, including one-
time annual check-ups for those enrolled 
in the Part B program.
 Recent CMS data indicate that 
between Jan. 1 and June 10, about 
one in six Medicare benefi ciaries has 
received some kind of preventive. The 
data exclude enrollees with private 
health plan coverage through Medicare 
Advantage.
 During that period, about 780,000 
benefi ciaries underwent an annual 
checkup and 16,000 received counseling 
for smoking cessation. In addition, 
about 2.3 million benefi ciaries received 
mammograms, compared with about 
150,000 in 2010. Similar increases were 
seen for benefi ciaries receiving bone 
density tests, colon cancer screenings, 
Pap tests and pelvic exams.
 CMS estimates that increased use 
of preventive services by Medicare 
benefi ciaries could lead to early detection 
and treatment of chronic illnesses. As a 
result, CMS estimates Medicare could 
save about two-thirds of the $2 trillion 
it currently spends on preventable long-
term illnesses.    
 —www.californiahealthline.org

CMS Updates Model 
Creditable Coverage Notices 
for Prescription Drug Benefi ts
 The Centers for Medicare and 
Medicaid Services (CMS) has revised 
its model creditable and noncreditable 
coverage notices for group health plans 
offering prescription drug benefi ts 
to Medicare-eligible employees and 
retirees. Because the Medicare annual 
enrollment period now starts Oct. 15, 
plans must distribute notices one month 
earlier this year than in previous years. 
For full text templates for these notices, 
go to:    http://us.select.mercer.com/
blurb/207385/

Foundations Providing 
Support as States Roll Out 
Health Reform Law  
 Offi cials in California and several 
other states are seeking fi nancial and 

cont. on page page 20
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consulting support from philanthropic 
organizations as they work to implement 
the federal health reform law. According 
to the Internal Revenue Service, “lessening 
the burdens of government” is considered 
a tax-exempt charitable activity. 
 Ties between private foundations 
and state government are especially 
pronounced in California, where Gov. 
Jerry Brown (D) is struggling to close a 
multibillion-dollar defi cit. Toby Douglas, 
director of the California Department 
of Health Care Services, said the state’s 
funding crunch is forcing offi cials to focus 
on eliminating state services rather than 
implementing the reform law. 
 Three major foundations have taken 
action to help California with its efforts to 
roll out the reform law. The foundations 
include: 
■ The Blue Shield of California Foundation, 
which is helping the state build a timeline 
for reform implementation and has 
hired actuaries and consultants to advise 
policymakers on Medicaid enrollment and 
the state’s health insurance exchange; 
■ The California Endowment, which 
agreed to provide $500,000 to help the 
state plan a Medicaid “health home” 
initiative that could draw down additional 
federal matching funds; and 
■ The California HealthCare Foundation, 
which is funding two consultants to work 
on the state’s application for federal 
funding for its health benefi t exchange.      
 —www.californiahealthline.org

Blue Shield Plans To Cap Profi ts, 
Offer Rebates to Policyholders
 In early June,, Blue Shield of California 
announced a plan to cap profi ts at 2% 
of revenue and allocate any excess funds 
as credits to policyholders, funding for 
health care providers and grants to 
not-for-profi t health care organizations. 
The not-for-profi t insurer said it would 
jumpstart its new plan by distributing 
$180 million, the amount by which Blue 
Shield exceeded the 2% profi t limit in 
2010.
 Of the $180 million, Blue Shield said 
it would provide about $167 million 
to reduce costs for nearly two million 
policyholders. Under the plan, affected 
policyholders would see their October 
premiums decrease by about: 

■ $80 for individual policyholders;  
■  250 for a family of four; and  
■ Between $110 and $130 per employee 
for businesses (Helfand, Los Angeles 
Times, 6/8).  
 Blue Shield also plans to allocate $10 
million of its excess profi ts to hospitals 
and physicians participating in programs 
aimed at improving care coordination. 
The remaining $3 million will go toward 
Blue Shield’s foundation. 
 Blue Shield’s announcement came 
as the state’s health insurance industry 
faces increased criticism from lawmakers, 
consumer advocates and policyholders 
over recent rate hikes. In March, Blue Shield 
canceled the last of three rate increases 
in seven months following pressure from 
state Insurance Commissioner Dave Jones 
(D) and individual policyholders. The 
insurer also has faced scrutiny over recent 
reports fi nding that it paid its CEO Bruce 
Bodaken $4.6 million in 2010.
 Jones said, “The announcement is an 
admission by an insurer ... that they are 
making excessive profi ts.” He added that 
Blue Shield’s action underscores the need 
for legislation (AB 52) that would allow 
state regulators to block excessive health 
insurance rate increases.     
 —www.californiahealthline.org

California’s Ambulance Providers 
Struggle With Low Medi-Cal 
Payments  
 Ambulance service providers are 
facing fi nancial strain in California, 
where Medi-Cal reimbursement rates for 
ambulance services have not increased 
since 1999. 
 In March 2009, California lowered 
Medi-Cal rates for ambulance services 
by 1%. The rates are expected to fall by 
an additional 10% as part of the budget 
for the upcoming fi scal year. California’s 
Medi-Cal ambulance rates already rank 
41st lowest nationwide. According to 
the California Ambulance Association, 
the average cost of an ambulance trip 
in California ranged between $586 and 
$673 last year.
 For bringing Medi-Cal patients to 
a hospital, the state pays ambulance 
providers about $118 plus $3 per mile, 
or about one-quarter of the cost of the 
ambulance trip. In comparison, the 
federal government pays ambulance 

providers about $420 plus $6.80 per 
mile -- or about 75% of the cost of the 
ambulance trip -- for bringing Medicare 
benefi ciaries to the hospital.
 Ambulance providers say the state 
and federal government have no incentive 
to increase reimbursement rates because 
emergency responders have a legal 
responsibility to treat all patients.
 As a result of the shortfall in Medi-
Cal reimbursements, many ambulance 
providers are shifting costs to private 
insurers. Although the average cost of an 
ambulance trip in California was about 
$630 last year, commercial insurers paid 
an average of $1,214 per trip. In addition, 
most private health plans require 
policyholders to pay a 20% copayment 
for ambulance services.    
 —www.californiahealthline.org
HHS Makes Available $500 Million 
To Help Improve Patient Care
 In late June, HHS announced that 
up to $500 million in federal health 
reform law funds will be available to 
help health organizations improve care 
quality, prevent complications related to 
hospital-acquired infections, and reduce 
unnecessary readmissions. The funds are 
part of the Partnership for Patients, a 
$1 billion initiative that targets hospital 
performance.
 Announced in April, the partnership 
aims to reduce preventable injuries 
by 40% and cut hospital readmissions 
by 20% by 2013. To support hospital 
efforts to redesign care processes and 
reduce patient harm, the partnership is 
contracting with large health systems, 
associations, state organizations, 
and other stakeholders to support 
hospitals. These “hospital engagement 
contractors” will:
■ Design programs to teach and assist 
hospitals in improving care; 
■ Train hospitals and health care 
providers; 
■ Provide technical help for hospitals 
and providers; and 
■ Create and implement a system to 
monitor a hospital’s progress.
 CMS also will work with other 
contractors to improve patient safety. For 
example, the agency will collaborate with  
patients and families to determine ways 
to improve safety and patient transfers.   
 —www.californiahealthline.org
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Britain’s NHS Seeks to Limit Care 
for Smokers and Obese Individuals 

Great Britain’s government-run health care 
system, the National Health Service (NHS), 
has long considered limiting coverage for 
people with illnesses deemed to be lifestyle-
related. In 2005 the National Institute for 
Health and Clinical Excellence (NICE), NHS’s 
guiding body, advised that smokers and 
obese people be refused health care. Now 
NHS North Yorkshire and York are preventing 
certain operations for the obese and smokers 
because they say unhealthy lifestyles lower 
their chance of success, says the Heartland 
Institute. 
 According to Patrick Basham, director of 
the Democracy Institute and a Cato Institute 
adjunct scholar: 
■  The government is overstepping its 
bounds by preventing people from having 
operations on the basis of their lifestyles.  
■  The NHS is funded by British taxpayers, 
and throughout their lives they are told that 
it will be there for them when they need it.  
■  Now the government is saying that 
although you’ve paid into the system 
throughout your life, unfortunately you will 
not be receiving treatment because the NHS 
has checked off some boxes when you were 
admitted to the hospital and fi nd that you 
are a second-class citizen because you smoke, 
drink or are obese.  
 Devon Herrick, a senior fellow at the 
National Center for Policy Analysis, says that 
although everyone is supposed to receive 
“free” health care from the NHS, NICE 
determines the level of benefi t from a certain 
drug or procedure. Based on research, the 
local trusts may decide the cost of a certain 
cancer drug is too high or not effective 
enough so they won’t buy any or will ration 
it in some areas of the country. 

Medicaid in Crisis 
Unsustainable spending growth, enormous 
crowd out of private coverage, perverse 
incentives that discourage work and fi nancial 

planning, and cost control mechanisms like 
low provider payment rates that limit access 
for enrollees and contribute to a low quality 
of care have left Medicaid in crisis, says 
Brian Blase, a policy analyst at the Heritage 
Foundation. 
■  Between 1990 and 2010, national 
Medicaid spending increased from $72 
billion to over $400 billion.  
■  Federal spending alone has increased 
from $40 billion in 1990 to an estimated 
$271 billion in 2010.  
■  At the state level, Medicaid spending has 
increased four times faster than elementary 
and secondary education spending, fi ve 
times faster than higher education spending, 
and nine times faster than transportation 
spending over the past two decades.  
■  Several states reimburse Medicaid 
providers at extremely low rates, some lower 
than one-third of commercial rates.  
■  Medicaid also requires an enormous 
amount of paperwork with lag times for 
payment twice as long as those for Medicare 
or commercial insurance.  
■  Moreover, the denial rate for Medicaid 
claims is three times that of Medicare and 
commercial insurance.  
■  As a result, only about half of all physicians 
accept new Medicaid patients.  
 Washington can no longer afford to kick 
the can down the road on serious Medicaid 
reform. Its unsustainable spending, inferior 
access to quality care, massive crowd out 
of private coverage, and perverse incentives 
that discourage work and fi nancial planning 
all underscore the need for fundamental 
Medicaid reform, says Blase. 

How Many Canadians Seek Medi-
cal Care outside of Canada?

 There are a growing number of 
companies providing Canadians with easier 
access to medically necessary treatments 
outside the country. Of course, leaving 
Canada for medically necessary treatment 
is nothing new; Canadians have been doing 

so for many years, either in response to 
the unavailability of certain treatments, in 
response to concerns about quality, or in 
response to long wait times for medically 
necessary treatment, says Nadeem Esmail, 
the Fraser Institute’s former Director of Health 
System Performance Studies and Manager of 
the Alberta Policy Research Center.
 How many Canadians receive treatment 
outside Canada each year, though? Esmail 
estimates based on the results of the Fraser 
Institute’s Waiting Your Turn survey and the 
counts of procedures completed each year in 
Canada:
■  An estimated 44,794 Canadian in total 
received treatment outside Canada in 2010. 
■  This is a notable increase from the 41,006 
Canadians estimated to have received 
treatment outside Canada in 2009. 
■  The national increase in the estimated 
number of patients treated outside Canada 
occurred at the same time as a national 
increase in the median wait time for medically 
necessary treatment ■  specifi cally, the 
national median wait time for treatment after 
consultation with a specialist was 8.0 weeks 
in 2009 and 9.3 weeks in 2010. 
 This estimate likely underestimates the 
actual number of patients who received 
treatment outside the country in 2010, says 
Esmail.

A Simple Reminder Can 
Help Save Money 

 Reminding surgical staff about the 
expense of taking daily blood samples 
(phlebotomy) from patients for routine blood 
work appears to reduce the practice, a new 
study fi nds. 
 “The use of laboratory tests has been 
rapidly increasing over the past few decades 
to the point where phlebotomy is a substantial 
proportion of hospital expenditure, and much 
of it is unwarranted,” write Dr. Elizabeth A. 
Stuebing, of the University of Miami, and 
Dr. Thomas J. Miner, of Brown University in 



Providence, Rhode Island. 
 Stuebing and Miner calculated the 
amount spent on taking blood samples 
and laboratory tests per patient and for all 
patients in three surgical services at Rhode 
Island Hospital. 
■  At the start of the study, average per-
patient daily costs were about $148 and the 
overall weekly cost was $36,875.  
■  During the study, the lowest per-patient 
phlebotomy charge was $108 (27 percent 
lower) and the lowest overall weekly cost 
was $25,311.  
■  By the end of the 11-week study, about 
$55,000 had been saved, according to the 
researchers.  
 “We focused on simply providing the 
economic implications of wasteful ordering 
habits, specifi cally regarding phlebotomy,” 
the researchers write. “This study successfully 
showed that even without technical and 
time-consuming interventions, test ordering 
behavior can be greatly reduced by making 
health care providers aware of costs.” 

Leave Well Enough Alone
 Ordering fewer tests and prescribing 
fewer antibiotics will not only curb health 
care spending but also improve the quality 
of primary care, says the National Physicians 
Alliance (NPA). The group’s report, published 
in the Archives of Internal Medicine, follows 
concerns over the growing use of new 
technologies, such as CT scans, that in 
many cases don’t have a clear medical 
value. The report lists fi ve evidence-based 
recommendations in three areas: family 
medicine, internal medicine and pediatrics, 
says Reuters.
 The gist of the advice? Leave well 
enough alone.
 For instance, the group discourages 
the use of blood and urine tests in healthy 
people, because they will probably yield 
few results and end up costing a lot. It 
also cautions against heart tests such as 
ECGs or CT scans in symptom-free, low-risk 
individuals, because there is scant evidence 
that spotting cholesterol buildups provides 
any benefi t in these people. The NPA also 
recommends against imaging tests for 
lower back pain in the fi rst six months, 

noting that such tests do not lead to better 
results. 
 For kids, the group urges doctors to hold 
off on antibiotics for a sore throat, unless the 
strep test comes back positive. Most sore 
throats are caused by viruses, which don’t 
respond to antibiotics, and using the drugs 
unnecessarily may fuel the spread of drug-
resistant bacteria and expose patients to 
side effects, says Reuters.

Will Comparative Effective-
ness Research Kill More 
People than It Helps?

 Among lots of different possible 
treatments for a disease, comparative 
effectiveness research (CER) aims at 
fi guring out the relative effectiveness of 
different medical interventions. A new 
study argues that federal CER will not 
generate cheaper, better medical care to 
the American public. Instead, it will force 
cuts in pharmaceutical and medical device 
research and development, resulting in 
32 million lost years of life and economic 
losses totaling $1.7 trillion, says Ronald 
Bailey, Reason Magazine’s science 
correspondent.
 The study, authored by University of 
North Carolina health care economist 
John Vernon and Robert Goldberg, 
president of the non-profi t Center for 
Medicine in the Public Interest, argues 
that this deleterious outcome is primarily 
the result of how CER would affect 
pharmaceutical and medical device 
research and development.
 Vernon and Goldberg argue that 
pharmaceutical and medical device 
researchers would have to respond to CER 
regulations by increasing the size and, thus, 
the costs of clinical trials. Consequently, CER 
would delay the arrival of new treatments on 
the market and slow the rate of technology 
diffusion among clinicians. 
 Ultimately, CER increases the risk of 
investing in research on new treatments. 
Vernon and Goldberg note, “Health care costs 
are the focus of most policy considerations 
because this demand is heavily subsidized 
by taxpayers. This subsidy, rather than 
the value of what is spent on health care 
is the main concern of legislators.” The 

more we centralize health care decisions 
into government bureaucracies the fi ercer 
the political battles over that subsidy will 
become, says Bailey.

Health Care Initiative Draws Fire
 The effort to create new health 
care entities, called accountable care 
organizations (ACOs), has hospitals and 
doctors pushing back. The idea is that the 
ACOs would be more effi cient than many 
providers are today, with the resulting 
savings being shared by the providers in the 
ACOs and the federal government, says the 
Wall Street Journal.
 Hospitals and doctors say they agree 
with the goals of the program, and a number 
are moving forward in similar partnerships 
with private insurers. Several said they are 
much more likely to apply for a separate 
Medicare ACO initiative that is aimed at 
larger providers and limited to 30 groups. 
 Hospitals and doctors complain that 
the regulations are overly prescriptive, 
with detailed requirements such as 65 
quality measures; the design could mean 
steep start-up costs. The Medicare agency 
estimated average start-up and fi rst-year 
operating costs at around $1.8 million for 
a new organization, and suggested it might 
help with fi nancial advances against later 
shared savings. 
 But the American Hospital Association 
projects the “order of magnitude is 
signifi cantly different,” likely more than 
two or three times higher, says Richard 
Umbdenstock, its chief executive. Some 
health care providers say the broader ACO 
proposal is unworkable. A letter from 10 
medical groups that participated in an 
earlier, similar Medicare demonstration 
project said it would be “diffi cult, if not 
impossible” to accept the fi nancial design. 
The American Medical Group Association 
said a survey of its members found that 93 
percent wouldn’t enroll as ACOs in the main 
proposed Medicare program.

Accountable Care Organi-
zation Experiment Fails to 
Save Money in Medicare

 A key government experiment that set 
out to lower costs and coordinate care for 
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Medicare patients -- now the blueprint for 
an innovation the Obama administration is 
trying to move to a national scale -- has failed 
to save a substantial amount of money, says 
the Washington Post.
 The fi ve-year test enlisted 10 leading 
health systems around the country and 
offered fi nancial bonuses if they could save 
enough by treating older patients more 
effi ciently while providing high-quality care. 
In 2010, the fi nal year, just four of the 10 sites, 
all long-established groups run by doctors, 
slowed their Medicare spending enough to 
qualify for a bonus. 
 Two sites saved enough to get bonuses in 
all fi ve years, the evaluation shows, but three 
did not succeed even once. 
 The uneven progress is signifi cant because 
the experiment involves “accountable care 
organizations” (ACOs), one of the hottest 
trends in health policy and an idea included in 
the year-old federal law intended to overhaul 
the nation’s health care system.
 Recent studies have shown that when 
a medical group becomes an ACO, the 
fi nancial investments it must make in record-
keeping and other changes have been 
higher than the government has predicted, 
causing it to lose money for at least the fi rst 
few years.

Big Flaws in How Medicare 
Pays Hospitals, Doctors

 Medicare pays more to doctors and 
hospitals in expensive parts of the country. 
But the Institute of Medicine (IOM) says 
Medicare’s methods of evaluating regional 
costs are disturbingly imprecise and need 
to be overhauled, says Kaiser Health 
News.
 The IOM says Medicare needs to make a 
“signifi cant change” to the ways it evaluates 
salaries of health care workers and real estate 
costs. Major changes to these calculations 
would affect the bottom lines of thousands of 
practitioners and institutions, but the report 
did not gauge the impact.
 The report’s recommendations include:
■  Medicare should stop relying on hospital 
reports to calculate regional wages for health 
care workers and instead use data from the 
Bureau of Labor Statistics. 

■  Medicare should broaden how it measures 
hospitals’ and doctors’ business costs. 
■  In addition to salaries of traditional 
employees such as doctors and nurses and 
administrative assistants, Medicare should 
factor in what hospitals pay the increasing 
number of other professionals now being 
employed -- information technology and 
computer experts, for example. 
■  Medicare should replace its method 
of estimating the rents that doctors and 
other providers pay for their offi ces and 
clinics; Medicare currently uses data for 
the cost of two-bedroom apartments that 
the government collects when setting the 
price of subsidized housing for the poor, 
but the committee said that doesn’t refl ect 
commercial rent prices. 
 If all its recommendations were 
adopted, they would represent the biggest 
transformation in Medicare’s geographic 
payment adjustments in two decades.

Toll of Caring for El-
derly Increases

A steep rise in people caring for elderly 
parents is taking a toll on the health and 
fi nances of many baby boomers, according 
to a new study, says the Wall Street Journal.
■  The percentage of adult children taking 
care of their parents has tripled since 1994, 
with nearly 10 million people who are 50 and 
older doing so in 2008, according to a new 
analysis of the U.S. Health and Retirement 
Study, a bank of economic and health data 
on people over age 50 that was collected by 
the University of Michigan. 
■ The fi nancial toll on care providers who 
are 50 or older averages $303,880 per person 
in lost wages, pensions and Social Security 
benefi ts over their lifetime, due to leaving 
the workforce early to care for a parent, 
according to the study. 
■  For women, the cost is higher: $324,044, 
with $142,693 in lost wages, $131,351 in lost 
Social Security benefi ts, and $50,000 in lost 
pension benefi ts or matching contributions 
to defi ned-benefi t plans. 
 Another study released last year found 
that depression, hypertension, diabetes and 
pulmonary disease were among caregivers’ 
more-common health problems. They also 

experienced higher rates of stress, were 
more likely to smoke or drink alcoholic 
beverages, and were less likely to get 
preventive health screenings, including 
mammograms.
 The new study calls for employers to do 
a better job of accommodating caregivers so 
they don’t quit, and steering them to stress-
management and free caregiving resources. 
It also points out that caregivers would 
benefi t from paid family leave and says more 
states are beginning to show interest in 
doing so by tapping workers’ compensation 
funds.

More Information Can Re-
duce Hospital Readmis-

sions by 20 Percent
 A combination of giving patients more 
information about their conditions and 
better managing their medications can slow 
the revolving door of Medicare patients in 
and out of hospitals by about 20 percent, a 
study released Monday by Harvard University 
shows, reports USA Today.
■  Researchers determined that physicians 
often did not have a complete list of 
medications that other doctors had 
prescribed for a patient, so they prescribed 
drugs that reacted badly with the patient’s 
other medications, said Randi Berkowitz, a 
geriatrics instructor at Hebrew Rehabilitation 
Center. 
■  Most often, Berkowitz said, patients did 
not understand the care they were receiving 
or needed. 
 This information can help hospitals 
better cope with part of the health care law 
that will force them to repay Medicare for 
the cost of patients who are readmitted to a 
hospital within 30 days of their previous stay, 
researchers said. 
■  Previous research showed that one in 
fi ve Medicare patients returns to the hospital 
within 30 days of a previous admission. 
■  It costs Medicare $17 billion a year to 
pay for patients who are readmitted to the 
hospital within 30 days of their last stay. 
■  The change takes effect in October 2012, 
and includes readmissions for heart failure, 
heart attacks and pneumonia within 30 days 
of a previous stay. 



A True Crisis: 
 Insurance agents and brokers 
operate as external human resources 
departments for many small- and 
medium-sized businesses. Nearly 
500,000 agents in all 50 states study 
the health insurance markets and help 
individuals and business owners shape 
policies, fi nd the best deals, and assist 
patients with complicated claims and 
paperwork fi lings. 
 So as health care gets ever more 
expensive and complex, why on 
earth would ObamaCare want to 
put them out of business? But that 
is unfortunately what already is 
happening, years before the full law 
goes into effect. 
 The key problem is the requirement 
that insurers must pay 80% of their 
premium revenue in medical claims, 
leaving 20% for everything else (with 
an 85/15 rule for large employers). 
This is called the “medical loss ratio” 
or MLR. 
 The National Association of Health 
Underwriters has been fi ghting hard 
to rectify this assault on agents and 
brokers, under the leadership of Janet 
Trautwein, with a legislative fi x that 
has bi-partisan support in Congress. 
 Last October when the National 
Association of Insurance Commissioners 
was fi nalizing its recommendations 
on what should be included in the 
80/20 categories, they recognized 
the potential for the MLR to devastate 
the agent/broker community. But the 
NAIC was forced by HHS to defer action 
and said the commissions would have 
to be included in the 20%. 
 But that means that commissions 
are being cut by as much as 50%. 
Some states have tried to get waivers 
from the 80/20 rule, but it’s a hugely 

complex bureaucratic process and only 
a few have succeeded in navigating 
the maze. 
 Beginning in late December and 
January 2011, commissions started to 
drop like a rock. In Washington State 
in the mini-group (1 to 5 employees), 
commissions dropped to zero. Brokers 
can’t assist clients even for free 
because the liability coverage brokers 
are required to carry won’t allow it. 
 There are 500,000 licensed agents 
nationwide with 2 to 4 employees 
for every agent so the job loss could 
be very large. Most earn $45,000 
to $62,000, but many could now 
become eligible for Medicaid and 
food stamps. 
 Many brokers are small business 
people, and this clearly is not a 
sustainable business model. Congress 
is considering a small reporting change 
that wouldn’t affect premiums up 
or down nor impact state premium 
taxes, but it would save jobs now. Stay 
tuned. This is a crucially important 
issue that needs to be fi xed now. 

“No, You Can’t Keep Your Health Insurance”
 ObamaCare will lead to a dramatic 
decline in employer-provided health 
insurance -- with as many as 78 million 
Americans forced to fi nd other sources 
of coverage.  
 This disturbing fi nding is based 
on my calculations from a survey by 
McKinsey & Company. The survey, 
published this week in the McKinsey 
Quarterly, found that up to 50% of 
employers say they will defi nitely or 
probably pursue alternatives to their 
current health-insurance plan in the 
years after the Patient Protection and 
Affordable Care Act takes effect in 
2014. An estimated 156 million non-

elderly Americans get their coverage 
at work, according to the Employee 
Benefi t Research Institute.  
 Before the health law passed, 
the Congressional Budget Offi ce 
estimated that only nine million 
to 10 million people, or about 7% 
of employees who currently get 
health insurance at work, would 
switch to government-subsidized 
insurance. But the McKinsey survey 
of 1,300 employers across industries, 
geographies and employer sizes found 
“that reform will provoke a much 
greater response” and concludes that 
the health overhaul law will lead to a 
“radical restructuring” of job-based 
health coverage.  
 Another McKinsey analyst, Alissa 
Meade, told a meeting of health-
insurance executives last November 
that “something in the range of 80 
million to 100 million individuals are 
going to change coverage categories 
in the two years” after the insurance 
mandates take effect in 2014.  
 Many employees who will need to 
seek another source of coverage will 
take advantage of the health-insurance 
subsidies for families making as much 
as $88,000 a year. This will drive up 
the cost of ObamaCare.  
 In a study last year, Douglas 
Holtz-Eakin, a former director of the 
Congressional Budget Offi ce, estimated 
that an additional 35 million workers 
would be moved out of employer plans 
and into subsidized coverage, and that 
this would add about $1 trillion to 
the total cost of the president’s health 
law over the next decade. McKinsey’s 
survey implies that the cost to taxpayers 
could be signifi cantly more.  
 The McKinsey study, “How US 
health care reform will affect employee 

HEALTH POLICY MATTERS
by Grace-Marie Turner - Galen Institute - www.galen.org

24 Electronic Inland Informer  •  July • August 2011



Electronic Inland Informer  •  July • August 2011 25

benefi ts,” predicts that employers will 
either drop coverage altogether, offer 
defi ned contributions for insurance, or 
offer coverage only to certain employees. 
The study concludes that 30% of 
employers overall will defi nitely or 
probably stop offering health insurance 
to their workers. However, among 
employers with a high awareness of 
the health-reform law, this proportion 
increases to more than 50%.  
 The employer incentives to alter 
or cease coverage under the health-
reform law are strong. According to 
the study, at least 30% of employers 
would gain economically from 
dropping coverage, even if they 
completely compensated employees 
for the change through other benefi t 
offerings or higher salaries. That’s 
because they no longer would be 
tethered to health-insurance costs that 
consistently rise faster than infl ation.  
 Employers should think twice if they 
believe the fi ne for not offering coverage 
will stay unchanged at $2,000 per 
worker. “If many companies drop health 
insurance coverage, the government 
could increase the employer penalty or 
raise taxes,” according to the new study, 
authored by McKinsey consultants 
Shubham Singhal, Jeris Stueland and 
Drew Ungerman.  
 The case for repeal of ObamaCare 
grows stronger every year. The massive 
shift of health costs to taxpayers thanks 
to the disruption of employer-sponsored 
health insurance will add further to the 
burgeoning federal budget defi cit. 
Congress can and must develop policies 
that allow the marketplace to evolve 
and not be forced into ObamaCare’s 
regulatory straitjacket.  

Going to Prison to Get Health Care?
 The story about bank robber 
Richard James Verone caught our 
attention this week. The North 

Carolinian thought he had the perfect 
solution to his medical woes when he 
decided to rob a bank, get caught, 
and go to prison where he could 
get the health care he needs. The 
story was all over the news as liberals 
decried how awful the U.S. system is 
because it forced this otherwise law-
abiding citizen to turn to crime to get 
medical treatment. 
 But Verone is a perfect example of 
the citizens conservatives are trying 
to help. He is 59 years old, has health 
problems, no job, and virtually no 
income. We have been arguing for 
more than a decade that we should 
target fi nancial help to Verone and 
others like him so they can get private 
coverage that is portable and that they 
can maintain over time. And we would 
support states with funding for high-
risk pools to give those with health 
problems a place to get insurance. 
 Instead, ObamaCare will 
reengineer our entire health care 
system and likely sweep Verone into 
Medicaid -- unarguably the worst 
health care program in the country. 
Verone’s options are unlikely to be no 
better under Medicaid than before 
he robbed the bank. That’s because 
Medicaid pays doctors so little that 
few physicians can afford to see private 
patients, forcing many of them to get 
their care in the ER. 
 Which is exactly what Verone could 
have done before robbing the bank. 
Federal law requires any hospital that 
accepts federal payment through 
Medicare or Medicaid to treat any 
patient who presents needing medical 
care, whether they can pay or not. 
And federal funds fl ow to hospitals to 
at least partially reimburse them for 
this “uncompensated care.” 
 Verone says he has an undiagnosed 
growth in his chest, two ruptured 
back discs, and a problem with his 

foot. He lost his job driving a delivery 
truck for Coca-Cola several years ago 
because of his medical problems and 
has been unable to get work or health 
insurance since then. 
 Had ObamaCare done a better 
job of designing its high-risk pools, 
Verone would be a candidate for 
them because he clearly has pre-
existing conditions. But the costs of 
health insurance in the pools are so 
high that only 12,000 people across 
the country -- out of millions we were 
told needed them -- have enrolled in 
the coverage. 
 Verone said he hopes he will get 
a sentence of at least three years so 
he can stay in jail until he qualifi es 
for Social Security at age 62. Then he 
plans to move into a condominium 
on the beach -- which he already has 
picked out -- and enjoy life with his 
health problems taken care of. 
 But beware. California is a step 
ahead of this problem. Its prison system 
is in federal receivership because of 
overcrowding that the U.S. Supreme 
Court has declared inhumane. The 
state is looking to release prisoners, 
and the sick ones may be thrown 
out. 
 Last week, it released a man who 
had served less than four years of a 68-
year sentence for violent robbery. The 
inmate, Craig Lemke, 48, received a 
“medical parole” because the board 
determined that he was “permanently 
medically incapacitated” and not a 
threat to society. The state hopes to 
save millions of dollars by releasing 
similar prisoners. (Lemke’s exact 
medical condition was not disclosed 
for privacy reasons.) 
 Prison is not the answer. ObamaCare 
is not the answer. The answer is 
targeted assistance to people who 
really need help, with states providing 
a functional safety net. 
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By joining your industry association, you have made the fi rst 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!

       CONGRATULATIONS to Our Newest & Returning Members 

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!

Member Renewals and Important NAHU Information

IE
A

H
U Newest Members

Pamela Larson
38 Mission Court
Rancho Mirage,  CA   92270
760-202-1435
Fax 760-202-1436
pam@larsoninsuranceservices.com
 

D
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U
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C
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U SEPTEMBER 2011 
Paul Boelzner
John Garcia

OCTOBER 2011 
Kenneth Law

Newest Members

Eric Tapia 
LISI

2677 N. Main St., Ste. 350

Santa Ana, CA  92705

(951) 237-6662

etapia@lisibroker.com 

Yolanda Marie Webb  
 Trinity Financial Partners

901 Via Piemonte

Ontario, CA 91710 

(909) 481-4000 

Fax: 909 481-4001

yolandaw@trinityfp.com

JUNE 2011
Michael Bernardini

JULY 2011 
Donna Bares
Keisha Smith

AUGUST 2011 
Kathleen Cade
George Henderson
Shelley Hoover

SEPTEMBER 2011 
John Good
D.Paul Kalra
Terrance Luczaj
Jennifer Ray




