










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 $$eeeeeee

BETTER
$55*per

employee



Electronic Inland Informer  •  June 2011 7

Sit down folks, take a deep breath, and pre-
pare yourselves.  This one is going to be a very 

bumpy, very uncomfortable ride.  But, as they say, 
you really need to read this….
 In mid-2010, struggling to respond to soaring 
health insurance costs, the Vermont legislature 
allocated $300,000 for a study that was charged 
with designing three different solutions to the 
state’s increasing healthcare cost crisis.  Being Ver-
mont, after all, the three different options were to 
include a state-run, Medicare-like, single-payer sys-
tem; a public option that would create a govern-
ment-run competitor to the private market; and a 
third design apparently left to the discretion of the 
consultant.  
 Three groups bid for this contract -- -- Math-
ematica Policy Research, a forty-year-old fi rm that 
counts among it’s divisions the Center for Studying 
Disability Policy, the Center on Health Care Effec-
tiveness, and the Center for Studying Health Sys-
tems Change -- -- The Lewin Group, another forty-
year-old fi rm that was called “the gold standard of 
health policy analysis…” by the Wall Street Journal 
in 2008, and has also performed studies for NAHU 
-- -- and fi nally a trio of three healthcare economist-
academics, lead by Dr. William Hsiao.
 The Vermont Health Care Reform Commis-
sion reviewed proposals from all three fi rms, and 
on the morning of Monday, June 28, 2010 inter-
viewed representatives of two.  Deliberation took, 
well, until just after lunch, and Dr. Hsiao’s trio was 
chosen to conduct a six-month study, and deliver 
their recommendation(s) for the future of Ver-
mont’s health care system.  As an aside, it is inter-
esting to note that in their June 29, 2010 report 
on the selection of Dr. Hsiao’s group, VTDigger.
org, “a statewide news website dedicated to cover-
age of Vermont politics, consumer affairs, business 
and public policy” pointedly commented that the 
Lewin Group is owned by Ingenix, a subsidiary of 
United Health, and continued with a brief descrip-
tion of previous legal actions taken against Ingenix.  
Hhhmmmm ….

 Now let us get to know a bit about Dr. Hsiao 
& his fellows.  William Hsiao, Ph.D. is the K.T. Li 
Professor of Economics at the Harvard School of 
Public Health, and works in both Harvard’s Depart-
ment of Health Policy & Management, and Depart-
ment of Global Health Population. He is a member 
of the National Academy of Sciences, Institute of 
Medicine, Society of Actuaries (began his career as 
an actuary for Connecticut General), and National 
Academy of Social Insurance.  He authored the 
Resource-Based Relative Value Study (RBRVS) that 
ultimately led to the adoption of RBRVS payment 
methodology for Medicare Part B.  Dr. Hsiao has 
assisted, or is actively assisting the governments of 
Cyprus, Mexico, Colombia, Sweden, and mainland 
China with health systems reforms.  He is credited 
with designing Taiwan’s single-payer system, imple-
mented in 1995.  His Harvard bio states, “Hsiao and 
his colleagues developed a large scale simulation 
model that intends to assess the fi scal and health 
impacts produced by various national health insur-
ance plans.  Using time series / cross-sectional data, 
Hsiao’s team designed a multi-equational model 
that employs a number of variables to predict uti-
lization rates and prices of health services.”  His 
bio continues, “Comparing health systems across 
industrialized nations, Hsiao applies political and 
economic theories to develop a structural frame-
work of essential elements of health systems.  His 
team uses econometric models to test various hy-
potheses and to estimate the extent to which each 
structural element infl uences health expenditures 
and health status.”  Got that?  Good.  Let’s move 
on.  Dr. Hsiao was assisted on the Vermont study 
by Jonathan Gruber, Ph.D..  Dr. Gruber is a Profes-
sor of Economics at MIT, and is also the Director 
of the Health Care Program at the National Bureau 
of Economic Research.  He was the “key architect” 
of the Massachusetts reform effort, and an inaugu-
ral member of their Health Connector Board.  In 
2006 he was named the 19th most powerful per-
son in health care in the U.S. by Modern Healthcare 
Magazine, and was also a consultant to the Clinton, 

Vermont Passes Single-Payer Legislation
Or

Saw it, wanted it, threw a fi t, Got It!
Or

If we build it, we’ll MAKE them come!
Or

Is health care reform now “Made in China”?
(Ok, that’s just about enough.  Let’s move on.)_

Edwards, and Obama presidential campaigns.  The 
Washington Post has called Dr. Gruber “possibly 
the Democratic Party’s most infl uential health-care 
expert.”  And last, but not least, is Mr. Steven Kap-
pel, MPA, founder of Policy Integrity, LLC.
 Now our little tale really takes off.  Literally.  What 
follows is the actual legislative timeline of what has 
occurred over the last six months in Vermont.
• On January 19, 2011, Dr. Hsiao and his team 
presented a draft report to the Health Care Reform 
Commission.
• On February 2, 2011 they appeared again to an-
swer initial questions.
• On February 8, 2011 H-202 (Single Payer) was 
introduced in the House Health Care Committee.
• On February 18, 2011 Dr. Hsiao’s fi nal report 
was made to the Legislature.
• On March 24, 2011 a revised version of H-202 
was passed by the House, and sent to the Senate.
• On May 3, 2011 the fi nal version of H-202 was 
passed by the Senate.
• On May 26, 2011 Governor Peter Shumlin 
signed Single Payer into law in Vermont.
 Now, to be fair, Vermont does have a part-time 
legislature, but still.  H-202’s progress through the 
legislative, uh, process can pretty accurately be 
described as rather speedy.  To say the least.  Of 
course, public hearings were held -- -- for all of 
two hours, via interactive television.  Comments 
were limited to two minutes.  Another public hear-
ing was held to give employers a chance to voice 
their concerns.  Yup, you guessed.  Ran for just two 
hours, and comments were limited to two minutes.  
Slam, bam, and muchas gracias, madam.
 So where do things stand now in the Green 
Mountain State?  Well, that gets a little complicated.  
The state is busily setting up their exchange, which, 
like California’s, is slated to go active in 2014.  The 
Affordable Care Act (ACA) states that a state wish-
ing to implement its own version of healthcare 
reform can apply for a Federal waiver, and go its 
own way (meeting Federal requirements) in 2017.  
However, H-202 clearly states that Vermont’s ex-
change is merely to serve as the basis for the “Green 
Mountain Care” single-payer system, and envisions 
applying for the necessary Federal waiver well be-
fore 2017 (assuming accommodating legislation is 
passed on the Federal level).  Perhaps even as early 
as 2014.  So, at best, it’s a very restrictive exchange 
(this author’s opinion), or a full-on, all-encompass-
ing single-payer system.
 And what about those pesky details that always 
seem to fi nd their way well & truly into the oint-
ment -- -- like, say, funding, or benefi t levels, or 
administration?  Well, not to worry, ‘cause they 

continued on page 9

by David N. Johnston, IEAHU Legislative Chair
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CALENDAR OF EVENTS 2011
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HAVE A GREAT SUMMER 
EVERYONE!
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CHECK OUR WEB SITE 
FOR SUMMER INFO
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haven’t been addressed!!  Really.  Broad goals, 
sure, but no details.  A fi ve-person Board will be ap-
pointed by the Governor (hhmmm…), and will be 
responsible for all aspects of health care coverage 
in Vermont.  Their work commences in October of 
this year, and will start with getting the exchange 
up & running, and presumably then proceed to 
planning the implementation of Green Mountain 
Care.  The Vermont Senate did require that the fol-
lowing six points be met before single-payer can 
be implemented (presented in summary): Benefi ts 
must meet 80% actuarial value; Single-payer will 
not have a negative aggregate effect on the Ver-
mont economy; Financing for single-payer will be 
fair, equitable, and sustainable; Administrative costs 
will be reduced; Cost containment will reduce per-
capita spending below the national rate; and lastly, 
Providers will be paid at levels suffi cient to recruit 
& retain high-quality providers.  Guess that about 
covers things, huh.  Personally, I would have held 
out for two chickens in my pot, but that’s just me.
 As the above-illustrated time-line suggests, the 
rapid progress of H-202 through the Vermont leg-

islature allowed very little time for effective com-
ment, counter-point, or what might respectfully be 
called meaningful debate.  This problem was no 
doubt compounded by an apparent utter lack of 
solid facts, data, and details on just how this alba-
tross is supposed to get off the ground, much less 
stay in the air.  Having said that, a few meaningful 
fi gures have emerged.  Dr. Hsiao’s report estimates 
gross savings of $590 million over the fi rst year 
of the program.  Some, however, are admittedly 
just one-time savings.  Of this fi gure, Dr. Hsiao’s 
design foresees investing $300 million to cover the 
uninsured, and bring all citizens up to the Stan-
dard Benefi t level.  The actual “benefi ts” of which 
are still just a little hazy. But, to continue, a further 
$120 million will go to providing dental & vision 
coverage.  Oh, and we’re going to throw about 
$50 million at physician recruitment & retention, 
and improvements to community hospitals.  Now 
if you’ve done the math, you’ll see that of our esti-
mated gross savings -- -- which assumes best-case-
scenario -- -- we’re only going to net about $120 
million in net savings.  And that, ladies & gentle-
men, represents about a whopping 2% reduction 
in Vermont’s annual healthcare costs.  In order to 

reap that 2% best-case-scenario reduction, Dr. 
Hsiao’s report recommends a payroll tax increase 
of 9.4%, and an “employee tax” of 3.1%.  And 
now for the proverbial Other Shoe.  Dr. Hsiao’s 
charts displaying projected expenditures & fund-
ing assumptions have a 15% “margin of error” no-
tation.  Hhhhmmm …
 So there you have it.  And if you think it can’t 
happen in California, think again.  As a matter of 
fact, our own single-payer bill has already been in-
troduced.  But don’t worry, we’re pretty sure Gov-
ernor Brown will veto it.  We think.
 I will leave you with some of Dr. Hsiao’s own 
words from August of last year, when interviewed 
during the research & formulation of his Vermont 
recommendations.  “In any reform, there is redis-
tribution.  We have to ask, ‘Who should get the 
benefi t?’”.

(Sources for this article included: VTDigger, MIT De-
partment of Economics, Medscape.com, mvphealth-
care.com, mathematica-mpr.com, Employee Benefi t 
Advisor, New York Times, Harvard School of Public 
Health, Wikipedia, Physicians for a National Health 
Program)

VERMONT, from page 7
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Assembly Republicans really didn’t 
want to hear about AB 52 on 

June 2. First there was a motion to 
block the bill to regulate health insur-
ance rate increases because bill lan-
guage had been amended the day 
before. The Assembly voted to reject 
that objection by waiving the one-
day waiting period. 
 Then Assembly member Curt 
Hagman (R-Chino Hills) balked at 
hearing the bill a little earlier in the 
agenda. “I know we lost the motion 
to bring this up [in the fi rst place],” 
he said, “but this is also out of or-
der at this point.” After the motion 
to delay hearing the bill was voted 
down, Hagman asked to convene a 
Republican caucus instead. That was 
denied. So Republican leaders asked 
for a 15-minute recess, and that was 
voted down, as well. At that point, 
the Republican caucus walked out of 
the chambers. 
 None of those moves slowed down 
AB 52, which passed out of the As-
sembly with a one-sided, Republican-
less vote. 
 Assembly member Jared Huffman 
(D-San Rafael), co-author of the bill, 
said the delays were a tactic to sub-
vert what was expected to be an 
extremely close vote. “Many of our 
colleagues have left the chamber,” 
he said, “cynically trying to run out 
the clock, because a member of our 
caucus has an emergency and needs 
to leave early.” 
 Huffman was referring to Amina 
Carter (D-Rialto), who had to go 
home to deal with a death in the 
family. But that one vote, it turned 
out, was not the lone decider. The 

measure needed 41 votes and ended 
up passing with a fi nal tally of 47-28, 
once Republicans returned and some 
fence-sitting Democrats voted. Five 
Assembly members did not vote. 
 “We pay a lot of lip service in these 
chambers to making California a 
friendly business environment, to 
creating jobs and helping small busi-
nesses,” Huffman said. “This may be 
the most important bill in the session 
to address those things.”   
 In recent years, California health 
insurers have faced scrutiny for 
proposing dramatic rate increases, 
sometimes exceeding 50% in less 
than one year.  Although the state 
Department of Insurance has pres-
sured some insurers to scale back or 
cancel their planned rate hikes, state 
regulators currently have no author-
ity to actually block the increases. 
 AB 52 would allow the state insur-
ance commissioner or the Depart-
ment of Managed Health Care to 
reject health insurance rate hikes if 
they are considered excessive. The 
bill would impose the regulatory 
oversight on health plans that cover 
approximately 17.5 million Califor-
nians.
 Objection came from two Assem-
bly members who had raised similar 
concerns in last week’s appropria-
tions committee. Assembly majority 
leader Charles Calderon (D-Monte-
bello) said the regulation of health 
insurance companies is important, 
which is why some regulations al-
ready exist in the state -- but that this 
legislation is built on a faulty assump-
tion, he said. “The false premise is, if 
you lower rates, you lower the cost of 

health care,” Calderon said. “That’s 
just not true.” 
 Assembly member Jose Solorio (D-
Santa Ana) said this legislation could 
have a negative effect on rate-setting 
done by the new state Health Benefi t 
Exchange, and he cited opposition 
to the bill from the California Medi-
cal Association. 
“I most trust doctors with health care 
decisions,” Solorio said, “and doctors 
oppose the bill.” 
 Assembly member Mike Feuer (D-
Los Angeles), the other co-author of 
AB 52, said that at its root, this is a 
bill designed to protect Californians 
from rapidly rising health insurance 
premium costs. “Each of us is inun-
dated in our district offi ces with com-
plaints about health insurance rates 
rising ... I stand with nurses, teachers 
and folks fi nally saying, ‘Take a step 
for us.’ “ 
 The bill now goes to the Sen-
ate, where it will need to navigate 
through the health committee and 
appropriations, and is expected to be 
heard on the Senate fl oor sometime 
in late June. 

Health Insurers Respond:
The California Association of Health 
Plans opposes AB 52, saying that 
health insurance rate regulation will 
drive up health care costs. Patrick 
Johnston, CEO of the trade group, 
said the legislation “offers no relief 
from the underlying cost pressures 
that drive up insurance premiums.” 
Johnston added, “This bill will ulti-
mately result in higher costs and less 
access to health services for Califor-
nians”  

Assembly Sends Health Insurance Regulation Bill (AB 52) on to Senate 
by David Gorn  - www.CaliforniaHealthline.org
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Starting in 2007, the Tax Relief and 
Health Care Act of 2006 (TRHCA) re-
quires the IRS release the upcoming 
year’s new HSA limits prior to june 1st. 
Thus, we now have the 2012 HSA limits 
as follows:

2012 IRS HSA Limits Announced
By Gary Kushner. SPHR, CBP

Dear IEAHU members:  
Well over 2,000 years ago, 

the Chinese warrior-philospher Sun 
Tzu stated that if you understand 
your own strengths & weaknesses, 
you will prevail 50% of the time.  If 
you understand your opponent’s 
strengths & weaknesses, you will 

prevail 50% of the time.  However, 
if you understand both your own 
strengths & weaknesses and those 
of your opponent, you will prevail 
100% of the time.
     Attached please fi nd a piece just 
sent out by the Consumer Watch-
dog consumer advocate organiza-

tion following the passage of AB 52 
in the California Assembly.  Well-
intentioned or not, these are your 
opponents.  They do not recognize 
the service or value you provide the 
consumer.  Their stated goal is to 
eliminate you in the name of “effi -
ciency”.  Get to know them well.

Watchdog Alert: They want to ELIMINATE YOU!
by David N. Johnston, IEAHU Legislative Chair

 

 
 

I just wanted to send you a quick note of thanks and congratulations. Thousands of you emailed and called 

your Assembly Member over the past several days, encouraging them to support AB 52, the health 

insurance rate regulation bill, and they listened. Today, in a vote of 44-7 (!), the State Assembly passed the 

bill on to the State Senate. 

What I found most interesting about the vote is that very few lawmakers actually voted against the bill. A 

lot of them abstained - which is as bad as voting No, as far as I'm concerned - but even the politicians 

siding with the insurance industry did not want to register a No vote that would make their constituents 

wonder why they voted against health insurance reform. You can read more about the vote here. 

Also, the bill's author, Assemblyman Mike Feuer, deserves recognition for fighting so hard to win this vote 

today. 

No doubt, the insurance companies are already visiting state senators, and soon we'll be asking you to reach 

out to your senator. But, for the moment, it's good to step back and appreciate the power of your voices and 

the capacity of populist reforms to prevail over corporate lobbying. 

We can win this change. Thanks for opening all our emails and getting involved, 

Sincerely, 

 
Doug Heller 

Executive Director, Consumer Watchdog 
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California’s health insurance 
regulations -- aligned this year 

with federal guidelines -- include a 
requirement that insurers spend at 
least 80% of their premium revenue 
on direct patient care. However, efforts 
to change provisions of the federal 
Patient Protection and Affordable 
Care Act could have an effect on how 
California insurers balance their books 
-- and on how consumers pay for 
health coverage.  
 Previously operating on a 70-30 
split, California adopted the 80-20 
ratio in January to be in line with new 
federal guidelines. But precisely what 
is contained in the two portions is 
being contested. The 20% not used 
for direct medical care includes profi t 
and administrative costs -- including 
insurance broker fees. 
 The House is considering a bill (HR 

1206) that would exempt insurance 
brokers’ fees from being classifi ed 
as administrative costs. After it was 
introduced by Reps. Mike Rogers 
(R-Mich.) and John Barrow (D-Ga.), 
the bill attracted more than 50 co-
sponsors.  
 Some consumer advocates argue 
that the ACA is already a boon to 
the insurance industry, bringing in 
millions of new policy buyers. They 
say not counting broker commissions 
as part of administrative costs in the 
medical loss ratio could take the 
fi nancial teeth out of reform. 
 Even using the term “medical 
loss ratio” could be construed as an 
indication the ACA is written from an 
insurer’s -- rather than a consumer’s 
-- point of view, according to some. 
The term suggests that 80 cents of 
every dollar spent on medical care for 

a patient is considered a “loss” by the 
insurance industry.  
 The National Association of 
Insurance Commissioners voted to 
postpone taking a position on the bill. 
Some state commissioners support 
the bill, and some oppose it.  
 In California, a related effort is under 
way: AB 736, by Assembly member 
Chuck Calderon (D-Montebello), would 
allow health insurance agents to also be 
licensed health insurance brokers.
 We asked experts and stake 
holders: How should Congress handle 
the issue? What is the potential effect 
on California if HR 1206 passes? What 
are the potential effects if HR 1206 
fails?  Below are their responses: 
 
Agents & Brokers 
Offer Essential Services 
`Neil Crosby, Vice president, public 

by California Health Care Foundation - CaliforniaHealthline.org
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affairs, California Association of Health 
Underwriters:
 If I remember correctly, the 
original goal of health care reform 
was to gain control of and lower the 
spiraling costs of health care. When 
momentum and support waned for 
the proposed health care reform bill, 
the Obama administration pivoted to 
health insurance reform. 
 By the time the Patient Protection 
and Affordable Care Act was passed 
and enacted, the provisions the 
administration had advocated to 
lower health care costs seemed to 
have vanished. What we are left with 
are provisions that attempt to hold 
down health care costs by enforcing 
rate/premium control.  
 One of these such provisions is 
the medical loss ratio, which says 
that insurers must spend 80% of 
premiums on medical care and are 
therefore allowed to spend only 20% 
on administrative costs. This provision 
no more addresses the underlying 
rising cost of health care than if 
Congress were to address rising gas 
prices by limiting gas stations on how 
much they can charge at the pump.  
 One of the costs within the 
administrative portion of premiums 
is compensation for agents and 
brokers. Through this provision, the 
professionals that employers count on 
each day as their “benefi ts” advisers 
are being squeezed, and it is affecting 
their ability to provide their service. 
Many employers reported that they 
use their agent/broker extensively. 
Many smaller employers say that 
they use their agent/broker to handle 
many functions for them that larger 
employers accomplish with an HR 
department, and that their agent/
broker keeps them informed and 
in compliance on the many new 
provisions, as well as existing laws. 
 In California, an individual has more 
than 100 plans available to them, and 
small employers have more than 400 
plans available. I have yet to fi nd one 
employer or individual who would 
prefer to fi gure out on their own 

which plans fi t their needs, the needs 
of their employees and the needs 
of their employees’ families. Agents 
and brokers also help the insured 
work through the complicated claims 
process. 
 Agents and brokers truly act as 
the consumer’s advocate each and 
every day to help their clients and the 
public fi nd what plans fi t their needs, 
provide education and assist with 
compliance, and act as the insured’s 
representative when issues arise, as 
they seem to do.  
 The House of Representatives is 
considering HR 1206, which would 
exempt agent/broker compensation 
from being included in the MLR 
provision. This proposed legislation 
has bipartisan support, and if 
enacted, would help to secure the 
essential services of agents/brokers 
for individuals and employers, their 
employees and families, as their 
advocates throughout California and 
America. 

Broker, Agent Pay S
hould Stay in MLR 
Lynn Quincy and Betsy Imholz, Senior 
policy analyst and special projects 
director, Consumers Union:
 The Affordable Care Act aims to 
keep health insurers accountable by 
establishing a national “medical loss 
ratio” requiring them to spend at least 
80% of the premiums they collect 
on patient medical care. Up to 20% 
can be used to cover administrative 
expenses, brokers’ and agents’ fees, 
and profi ts. Under the ACA, insurers 
that don’t spend at least 80% on 
medical care must provide rebates to 
consumers. 
 The California Department of 
Insurance adopted this federal 
standard earlier this year. A bill 
pending in the state Senate, SB 51, 
would apply it to plans licensed by 
the Department of Managed Health 
Care, too. 
 But now there’s a move afoot at 
the National Association of Insurance 
Commissioners and in Congress -- 

HR 1206 -- to water down the MLR 
standard by allowing insurers to take 
agent and broker commissions out of 
the equation. Doing so would make 
it appear that insurers are spending 
more on medical care than they 
actually are and would impede efforts 
to control administrative costs. 
 Since the early 1990s, insurers 
have spent a decreasing percentage 
of premiums on medical care. To 
improve value for consumers, several 
states, including California, had MLR 
regulations in place for many years. 
These states include broker and agent 
compensation in the calculation of 
administrative costs. They report that 
brokers and agents thrive under these 
regulations, casting doubt on claims 
that the MLR regulations will severely 
undermine brokers’ incomes and their 
ability to serve consumers. 
 Evidence shows that the new MLR 
rules are beginning to hold down 
premiums for consumers. Aetna, for 
example, is asking the Connecticut 
Insurance Department for permission 
to cut rates on nearly 10,000 existing 
individual health policies by an 
average of 10% in order to comply 
with the new MLR requirements. 
 Brokers and agents can provide a 
valuable service to many consumers 
and small-business owners. But the 
compensation they receive from 
insurers should be counted as part 
of the MLR, as our country struggles 
to address soaring health care costs. 
Otherwise, insurers will be able to get 
away with spending less than 80% of 
the premiums they collect on medical 
care. 

Misguided War 
on Insurance Agents 
Janet Trautwein, CEO, National 
Association of Health Underwriters:
 Earlier this month, the federal 
government announced that 
unemployment has barely budged in 
the last two months. More than 13 
million people remain out of work. 
And yet several consumer advocates 

cont. on page page 16



are leading the charge in support of 
a provision of the federal health care 
law that could eliminate scores of jobs 
throughout the country. 
 At issue is the law’s “medical loss 
ratio,” which requires insurers to spend 
at least 80% to 85% of the premiums 
they take in on medical claims. 
Fortunately, several lawmakers and 
the National Association of Insurance 
Commissioners are considering a job-
saving tweak to the health care law that 
would exclude brokers’ commissions 
when calculating the MLR. 
 Without the fi x, thousands of 
insurance agents and those who 
work at their agencies would be 
consigned to the unemployment 
lines -- thereby depriving consumers 
of valuable advocates in the health 
care marketplace. 
 The MLR requirement is deeply 
unpopular. Eight states have now 
requested waivers from the new 
rules; Maine just received one. All 
these states are concerned that the 
regulations will disrupt their insurance 
markets by driving small insurers 
that can’t afford to comply out of 
business. 
 In Maine, for instance, one of the 
state’s three active insurers threatened 
to pull out of the market unless the 
state received a waiver. Such a move 
would have left Maine residents with 
just two choices for insurance -- and 
by reducing competition, would have 
driven up prices. 
 The MLR rules may disrupt state 
insurance markets in another way -- 
by depriving consumers of access to 
licensed agents and brokers. 
 In order to abide by the rules, 
some insurers are paring back agents’ 
commissions. According to a recent 
survey, nearly three-quarters of 
agents have reported reductions in 
their business income because of the 
MLR. More than a fi fth of brokers 
have eliminated jobs at their agencies 
as a result. A quarter have reduced 
services for their clients in order to 
make ends meet. 

 That’s bad news for small businesses, 
many of which depend on agents to 
take care of their health insurance 
needs. In fact, the nonpartisan 
Congressional Budget Offi ce has 
reported that agents and brokers 
often “handle the responsibilities 
that larger fi rms generally delegate to 
their human resources departments -- 
such as fi nding plans and negotiating 
premiums, providing information 
about the selected plans, and 
processing enrollees.” 
 Small fi rms also count on brokers 
to keep them in compliance with a 
veritable alphabet soup of state and 
federal laws -- and informed of any 
opportunities to save money on their 
plans. 
 Individual consumers will also 
suffer if they lose access to agents. 
Most consumers are unfamiliar with 
the jargon that may dot their policies 
-- and thus rely on their brokers to 
explain their benefi ts and serve as 
advocates on their behalf should 
problems arise. 
 Proponents of the reform law’s 
existing MLR rules argue that broker 
commissions should count as 
administrative costs because they are 
not medical spending. But the truth is 
far more complicated. 
 Broker commissions are actually 
separate from an individual’s or 
business’s insurance premium. 
They’re not revenue for an insurance 
company, as they simply pass through 
the insurer and go directly back to the 
agent. It’s a matter of convenience 
for consumers. Rather than writing 
two checks -- one to the insurer for 
coverage and one to the agent for 
serving as an advocate -- a person or 
fi rm writes just one. 
 Many lawmakers have recognized 
that the MLR rules must be fi xed in 
order to preserve agents’ important 
role in the health care marketplace. 
Reps. John Barrow (D-Ga.) and Mike 
Rogers (R-Mich.) have introduced a 
bill in the House of Representatives 
that would fi x the MLR rules to leave 
commissions out of the calculation. 

Their measure has attracted support 
from Republicans and Democrats 
alike. 
 The Obama administration has 
championed itself as a friend of 
small businesses, calling them “the 
backbone of our economy and the 
cornerstones of our communities.” 
But the MLR rules undermine that 
claim. By driving scores of insurance 
agencies to the brink of bankruptcy 
-- and killing scores of small-business 
jobs in the process -- the MLR rules 
are making the health insurance 
marketplace even less accessible for 
everyone else. 

Congress Should Support 
Modest Consumer Protection 
Judy Dugan, Research director, 
Consumer Watchdog:
 If the health insurance industry 
steamrolls HR 1206 through Congress, 
insurance brokers will get permanent 
income protection and a shield for 
their aging business model. Insurers 
will be freed of pressure from federal 
health reforms to operate effi ciently or 
curb excessive profi ts. Consumers will 
be stuck with new premium increases 
and lose more than $1 billion in 
annual rebates. 
 The Affordable Care Act requires 
that insurance companies spend 80% 
to 85% of customers’ premiums on 
health care. It was a modest consumer 
protection to begin with. Most large-
group policies already meet the 85% 
goal. Several states already require 
medical loss ratio requirements near 
the 80% level for small-business 
policies, with no ill effects on markets. 
The ACA was only copying the best 
practices of states. 
 Broker commissions have long 
been part of insurers’ marketing and 
administrative costs. HR 1206 would 
deduct broker commissions from 
insurer administrative costs for the 
purpose of measuring the medical 
loss ratio. Insurers could then simply 
raise premiums to pay brokers and 
not worry about the 80% and 85% 
medical loss ratios. 
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 Regulations adopted after passage 
of the ACA already allow insurers and 
HMOs to deduct federal and state 
taxes from administrative costs, as well 
as count other former administrative 
costs as medical care. An independent 
actuary’s report this February found 
that the concessions will give Anthem 
Blue Cross of California an extra 4% 
boost in its MLR. A 76% MLR will 
magically become 80% -- a lot of slack 
not envisioned by Congress when 
it said insurers should spend at least 
80 cents of every premium dollar on 
medical care. 
 If broker pay is also deducted 
from administrative costs, insurers 
will get another false boost in their 
MLR -- about 5% to 6% in the 
individual and small-business markets, 
according to drafts of a study by the 
National Association of Insurance 
Commissioners. Consumers would 
lose most of the $1.4 billion insurers 
are expected to owe in rebates this 
year. The cost to taxpayers -- because 
of federal subsidy requirements -- is 
likely to be tens of billions of dollars. 
 Brokers complain that insurers are 
slashing their commissions because 
of the federal MLR requirement, and 
this will cause of shortage of brokers. 
However, Minnesota currently requires 
loss ratios of 82% or above in most 
of the small-business market, and it 
reports not a single complaint about 
scarcity of broker assistance. Kansas 
says in about two-thirds of its market, 
insurers already hit the 80% mark.  
 A requirement that, as of 2014, 
everyone must show proof of 
insurance will bring brokers millions 
of potential new customers. If they 
adapt to online markets and become 
more effi cient, they can thrive without 
HR 1206. Keeping brokers prosperous 
is not consumers’ responsibility. 
 The bottom line: Congress has no 
business guaranteeing yesterday’s 
income to brokers and continued 
high profi ts to insurance companies 
out of the wallets of taxpayers and 
battered health care consumers. 
 California consumers may get a 

double whammy. Proposed state 
legislation, also sponsored by 
the brokers’ lobby -- AB 736, by 
Assembly member Chuck Calderon 
(D-Montebello) -- would eliminate 
broker premiums from insurer’s 
administrative costs and also cancel 
the requirement that brokers enter 
contracts with insurers they represent. 
Therefore, AB 736 would erase 
insurance companies’ accountability 
for errors or omissions by brokers 
who sell their policies. Insurers would 
have no reason to ensure that brokers 
selling their policies told the truth. 

Goal Is To Spend 
Less on Bureaucracy, 
More on Care 
Elizabeth Abbott, Director of 
administrative advocacy, Health Access 
California:
 As one of the dozen or so national 
consumer representatives chosen by 
the National Association of Insurance 
Commissioners to represent the 
consumers’ viewpoint, I was heavily 
involved in the complex negotiations 
with the industry and state regulators 
on the medical loss ratio. While we 
did not win every argument over 
the seven months and hundreds 
of hours of conference calls when 
this was under discussion in 2010, 
we believe NAIC achieved a good 
regulatory compromise through its 
open, transparent and participatory 
process. 
 However, currently agents and 
brokers object to their compensation 
being counted as an “administrative 
expense,” as Congress clearly saw it 
when drafting the Affordable Care 
Act. While the brokers and agents 
believe they provide a valuable 
service to purchasers, their principal 
argument is that it will result in a 
potential loss of income. And brokers 
and agents represent a potent 
political constituency in many states 
as is refl ected in a bill, by Rep. Mike 
Rogers (R-Mich.), before Congress 
that would result in the exclusion of 
brokers’ and agents’ compensation 

from the MLR calculation altogether. 
 Some state insurance 
commissioners wanted NAIC to 
quickly endorse the bill to exclude 
the commissions. Other insurance 
commissioners, including California’s 
Dave Jones, urged caution and 
sought more information before 
amending the previous NAIC position 
on brokers’ compensation. We urged 
that NAIC establish an evidence-
based re-examination of the effect of 
the change to the MLR on the costs 
and access to agents. 
 NAIC ultimately asked for more 
data from associations, insurers and 
state regulatory agencies that refl ect 
similar changes, particularly in those 
states that had a similarly high MLR 
standard before the enactment of 
federal health reform. It is hard to 
maintain that the reason brokers’ 
and agents’ compensation has been 
declining for more than a decade 
is solely a refl ection of the MLR 
regulation that went into effect in 
January 2011. NAIC is deferring a 
policy decision regarding the Rogers 
bill until that process is completed. 
 Consumer representatives believe 
that deleting brokers’ compensation 
from the MLR would dismantle a 
key consumer protection that allows 
patients to know their premiums 
are going to care, rather than 
administration and profi t. These late 
attempts to amend the MLR would 
weaken the provisions that provide 
for greater effi ciencies and cost 
containment included in the ACA. 
 The goal of the MLR requirement 
is to get insurers to spend less 
money on bureaucracy and more 
on health care. Consumers benefi t if 
effi ciently run small insurers stay in 
the market and if a variety of types 
of plans remain available, providing 
competition for the big plans and 
for national commercial insurers. The 
current MLR regulation, certifi ed by 
HHS, recognizes and balances the 
claims of the various interests that 
fully participated in its drafting. We   
recommend it not be changed. 
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Government Subsidies Will 
Reduce Economic Activity 
 Little attention has been focused 
on health reform’s most problematic 
provision: government subsidies 
to help individuals and families 
purchase health insurance. The 
health law establishes insurance 
exchanges and minimum standards 
for the insurance policies that can 
be offered. Because the policies will 
be so costly, there is a subsidy for 
buyers that phases out as family 
income rises. This sounds reasonable 
-- but the subsidies required to make 
a “qualifying” insurance policy 
affordable are so large that their 
phase-out creates chaos, says Daniel 
P. Kessler, professor of business 
and law at Stanford University 
and a senior fellow at the Hoover 
Institution. 
■  Starting in 2014, subsidies 
will be available to families with 
incomes between 134 percent and 
400 percent of the federal poverty 
line.  
■  For example, a family of four 
headed by a 55-year-old earning 
$31,389 (134 percent of poverty) in 
2014 dollars in a high-cost area will 
get a subsidy of $22,740.  
■  This will cover 96 percent of 
an insurance policy that the Kaiser 
Family Foundation predicts will cost 
$23,700.  
■  A similar family earning $93,699 
(400 percent of poverty) gets a 
subsidy of $14,799.  - But a family 
earning $1 more -- $93,700 -- gets 
no subsidy.  
 Economists call large, discontinuous 

changes in program benefi ts like this 
“notches.” Although notches might 
be administratively convenient, they 
have terrible incentive effects. 
■  To phase out the subsidy 
smoothly for families with incomes 
of 134 percent to 400 percent of 
poverty, the law would have to 
take away $22,700 in subsidies as 
a family’s income rose to $93,700 
from $31,389.  
■  In other words, for every dollar 
earned in this income range, a 
family’s subsidy would have to 
decline by 36 cents.  
■  On top of 25 percent federal 
income taxes, 5 percent state 
income taxes and 15 percent Social 
Security taxes, this implies a reward 
to work of less than 20 cents on the 
dollar -- in economists’ language, 
an implicit marginal tax rate of over 
80 percent.  

What Health Reform
Means For Medicare 
 In recent decades, real Medicare 
spending has been growing at a rate 
roughly equal to the rate of growth 
of real gross domestic product 
(GDP) plus two percentage points. 
That means Medicare has been 
growing at twice the rate of growth 
of national income. The Patient 
Protection and Affordable Care Act 
(PPACA) seeks to limit Medicare’s 
growth rate to the rate of GDP 
growth + one percent. This is the 
ultimate spending path assumed 
by the Congressional Budget Offi ce 
(CBO), say Thomas Saving, a senior 
fellow, and John C. Goodman, 

president, at the National Center for 
Policy Analysis. 
 However, the legislation also 
calls for additional productivity 
improvements which have the effect 
of lowering Medicare’s growth rate 
to GDP growth alone. This is the 
growth path assumed by the Center 
for Medicare and Medicaid Services 
(CMS) in the most recent Medicare 
Trustees report. Since this report is 
an executive branch report, Saving 
and Goodman treat this report as 
refl ecting the Obama administration’s 
view of its own health reform. 
 To get an idea of who the winners 
and losers are under reform, 
consider: 
■  By 2065, Medicare spending on 
hospital Part A services will be half 
of what it would have been under 
the old law.  
■  Medicare spending on doctors 
(Part B services) will be 61 percent 
of what it would have been under 
the old law.  
■  Yet remarkably, Medicare 
spending on drugs (Part D) will 
barely have changed at all.  
 What do these projected changes 
in aggregate Medicare spending 
mean for individual retirees? 
■ For someone turning 65 and 
enrolling in Medicare this year, the 
present value of projected Medicare 
spending was reduced by $35,588 
the day Barack Obama signed the 
health reform bill.  
■  For 55-year-olds, the projected 
reduction in Medicare spending is 
$62,315 per person.  - For 45-year-
olds, the loss totals $105,004.  
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Employer-Provided Health 
Insurance and the Recession
 While there has been a slow erosion 
in the percentage of individuals 
under age 65 with employment-
based health coverage since 2000, 
2009 was the fi rst year in which the 
percentage fell below 60 percent.  
It also marked the largest one-
year decline in coverage, says the 
Employee Benefi t Research Institute.
■  The percentage of workers with 
coverage through their own job 
fell from 53.2 percent in 2008 to 
52 percent in 2009, a 2.4 percent 
decline in the likelihood that a worker 
has coverage through his or her own 
job. 
■  The percentage of workers with 
coverage as a dependent fell from 
17 percent in 2008 to 16.3 percent 
in 2009, a 4.5 percent drop in the 
likelihood that a worker has coverage 
as a dependent. 
■  These declines occurred as the 
unemployment rate increased from 
an average of 5.8 percent in 2008 to 
9.3 percent in 2009 (and reached a 
high of 10.1 percent during 2009). 
■  The decline in the percentage of 
workers with coverage from their 
own job affected workers in private-
sector fi rms of all sizes. 
■  Among public-sector workers, 
the decline from 73.4 percent to 
73 percent was not statistically 
signifi cant. 
■  Workers in all private-sector 
industries experienced a statistically 
signifi cant decline in coverage 
between 2008 and 2009. 

Long Waits for Doctor 
Visits in Massachusetts
 Almost everyone in Massachusetts 
has health insurance under a state 
mandate, but many doctors do not 

accept the subsidized insurance 
programs available to low-income 
residents, according to a new 
study.  Residents in some areas 
also face long waits in getting 
doctors’ appointments, or fi nd that 
overstretched primary care practices 
are not taking on new patients.
 The Massachusetts Medical Society 
(MMS) issued its annual Physician 
Workforce survey on May 9:      
■  Massachusetts, like much of the 
nation, has a severe shortage of 
doctors in primary care -- internists 
and family physicians -- because 
those fi elds are less lucrative.         
■  Many primary care doctors do 
not accept MassHealth, the state’s 
version of Medicaid, and even less 
accept Commonwealth Care and 
Commonwealth Choice, programs 
for low- and moderate-income 
residents.         
■  More than half of primary 
care practices are not taking new 
patients, especially patients for 
whose treatment they will be paid 
at a much lower level than for those 
carrying private health insurance.        
■  Long wait times are common -- 
almost seven weeks, on average, for 
a non-emergency appointment for 
internal medicine.         
■   The average wait time for 
pediatricians was 24 days. 
 New patient wait times in 
Massachusetts jumped between 
2006 and 2007 after the initial 
implementation of the state health 
care reform law, and have remained 
high.  As a result, the rate of 
emergency room visits to receive 
care has also stayed high.
 More lucrative specialist practices -- 
gastroenterology, cardiology, obstet–
rics/gynecology and orthopedics  -- 
were in most instances taking new 

patients, although long wait times 
were still seen, MMS said.

Massachusetts Sees Busier ERs, 
Despite Mandatory Insurance
 When the Massachusetts Legislature 
made health insurance mandatory 
fi ve years ago, supporters of the fi rst-
in-the-nation law hoped it would keep 
patients out of hospital emergency 
rooms, says the Boston Globe. There 
is yet more evidence, however, that it 
did not turn out that way. 
■  Three-quarters of Massachusetts 
emergency room (ER) physicians 
who responded to a survey said 
the number of patients in their ERs 
climbed in the last year.         
■  They cited ‘’physician shortages’’ 
along with a growing elderly 
population as the top two reasons 
why more patients come to ERs.         
■ The law ‘’didn’t create an 
infrastructure,’’ said Dr. David John, 
chief of emergency care at Caritas 
Carney Hospital in Boston. “Doctors 
offi ces are full to capacity.’’         
■  Dr. John said he saw one patient 
recently with knee pain: “I asked him 
why he came to the ER.  He said, ‘My 
doctor gave me an appointment for 
May 26.’ That’s a month away!’’ 
 The number of doctors who 
responded to the survey by the 
American College of Emergency 
Physicians -- 56 in Massachusetts -- 
is small.  But their responses echo 
fi ndings from last July, when state 
health offi cials found that ER visits 
rose 9 percent from 2004 to 2008, 
to about 3 million visits a year.
 Insurance coverage is just the fi rst 
step.  You need enough doctors to 
see the patients, and they must have 
room on their schedules for last-
minute appointments, sometimes at 
inconvenient hours, says the Globe.



The Coming Obamacare 
Train Wreck 
 Obamacare may be fading from 
the headlines, but the health law still 
is steaming toward us like a freight 
train. 
 Obamacare is the most sweeping 
single piece of social policy legislation 
in the nations history, and the 
very real and legitimate fears of a 
government take-over of our health 
sector caused millions of people 
to take to the streets in protest. 
Opposition to the new health law 
was the most important reason that 
voters elected conservatives to offi ce 
in record numbers last fall. 
 So why is health care no longer 
front-page news? Largely because 
President Obama has decided to 
stop talking about it. And even when 
he does, he mentions only the early 
provisions, inserted largely for their 
political popularity such as putting 
26-year-olds on their parents health 
insurance, policies for people with 
pre-existing conditions, and free 
preventive care. Many people think, 
if that is all there was, what was the 
big fuss about? 
 Others think that Obamacare 
no longer is a threat: The House of 
Representatives passed a bill to repeal 
it on January 19 of this year, and two 
major federal courts have declared all 
or part of the law unconstitutional. A 
recent poll showed that nearly half 
of Americans think it either has been 
repealed or they arent sure. Others 
think that if so many companies can 
get a waiver from ObamaCare, they 
will get a waiver, too. 
 But the law is very-much in force, 
steaming toward us with hundreds 
of billions of dollars in new and 

higher taxes, job-killing mandates 
on businesses, crushing costs for the 
states, and creation of two massive 
new entitlement programs. The cost 
of this new law will be astronomical 
and will crush not only our health 
sector but our economy and will rob 
us of precious freedom. 
 The most important thing is for 
people to stay informed about what’s 
in this law and the impact that it will 
have on all of us as families, young 
people, seniors, employers, employees, 
doctors, patients, taxpayers, and 
citizens. Thats why we wrote our 
book, Why Obamacare Is Wrong for 
America. The president hopes you 
wont read this book so you wont know 
what’s in the law. But all of us HAVE to 
know what is coming because that is 
the only way to derail this train wreck 
that is coming in a few short years! 

Medicare, Individual 
Mandate Stir Debate 
 Medicare is speeding toward 
insol–vency fi ve years faster than the 
Trustees reported just a year ago, and 
the program is now facing $38 trillion 
in red ink.
 Chief Medicare Actuary Richard S. 
Foster said in a supplementary report 
that under current law Medicare is 
on track to pay providers less than 
Medicaid does, and this would lead 
to “severe problems with benefi ciary 
access to care.”  
 Medicare simply can’t be sustained 
as it is. And just when we could have 
had a serious conversation about 
progress on real reform, former House 
Speaker Newt Gingrich torpedoed the 
debate -- and the Ryan plan -- with 
his recent comments on Meet the 
Press. “I don’t think right-wing social 

engineering is any more desirable 
than left-wing social engineering,” 
Gingrich said. “I don’t think imposing 
radical change from the right or the 
left is a very good way for a free 
society to operate.”  
 The fact that reaction against him 
was so strong and swift -- that Newt 
had to apologize to Budget Chairman 
Paul Ryan -- indicates to me that the 
American people are ready for a 
serious conversation. 
 Meanwhile the Obama administra–
tion’s position continues to be to pre–
tend that they are going to protect 
Medicare as it is. They are sticking 
their heads in the sand and denying 
that 1) they have proposed taking 
$575 billion out of the program 
to pay for two new ObamaCare 
entitlement programs; 2) they are 
putting an unelected, unaccountable 
rationing board in place -- IPAB -- to 
cut Medicare payments further, and 
the president wants to double-down 
on these “savings.”  
 Medicare is unsustainable with 
77 million baby boomers hitting the 
program. The changes that President 
Obama has led will mean draconian 
cuts in payments to providers and 
access to care, turning the program 
into a mirror image of the worst 
health coverage program in the 
country today -- Medicaid. Medicaid 
pays doctors so little few of them can 
afford to see patients, rationing care 
by forcing them to wait in hospital 
emergency rooms for even routine 
care. Oh, and by the way, ObamaCare 
shoves another 25 million people 
into Medicaid’s rolls, surely tearing 
the safety net to shreds and likely 
bankrupting the states in the process.  
 Medicare is going to be changed, 
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one way or the other, as I wrote about 
in a commentary this week. Not 
changing Medicare is not an option. 
Yet the prevailing wish appears to 
be that politicians will simply leave 
Medicare alone.  
 But without a serious course adjust–
ment, the program faces a steep and 
inevitable decline. Medicare will 
become a third-rate, price-controlled 
program that rations a lower-quality 
of care through waiting lines and 
other restrictions.  
 If Medicare’s antiquated, open-
ended, fee-for-service model isn’t 
reformed, then we will continue to 
pour defi cit-funded dollars into the 
program or raise taxes to levels that 
would topple the economy as millions 
of baby boomers hit retirement.  
 We must have an adult conversation 
about this, and the American people, 
scared to death about the growth in 
the size of government and a tsunami 
of red ink from entitlement spending, 
appear to be ready to listen.  

ObamaCare Repeal Means 
Waivers for Everybody 
 Can’t we all just get a waiver 
from Obamacare? Unfortunately 
not, but the list of people applying 
is getting longer by the day. There 
are now 1,372 companies, labor 
unions and states that have applied 
for and been granted waivers from 
an early provision of the law that 
says health policies must provide at 
least $750,000 a year in insurance 
protection. 
 In the latest batch of waivers, one 
in fi ve went to expensive restaurants, 
spas and other businesses in former 
House Speaker Nancy Pelosi’s 
district in San Francisco. What a 
coincidence! 
 Nearly two dozen states have either 
applied for or have been granted 

waivers from an Obamacare provision 
that forces health insurers operating 
in their states to comply with strict 
federal limits governing how much 
they can spend on administrative 
costs versus reimbursements for 
medical bills. 
 And now we learn that the 
Department of Health and Human 
Services issued regulations explaining 
that health insurers will have to justify 
to the federal government health 
insurance premium increases above 
10 percent. But the rules include an 
interesting exemption for Medicare 
supplemental insurance policies. 
Surprise, surprise! The top marketer 
of these so-called Medigap policies is 
AARP, which spent millions of dollars 
helping to get Obamacare passed. 
 This is the same AARP that makes 
upwards of $1 billion in profi ts from 
marketing Medigap policies. Clearly, 
if you have friends at the White House 
and pay your dues, you, too, can 
be exempt from Obamacare’s rules. 
This is crony capitalism at its worst as 
people and companies seek special 
favors to escape the destructive 
2,800-page law. 
 In a bizarre near-admission that 
the so called “Affordable Care Act” is 
anything but, the White House issued 
a blog post defending itself. It is issuing 
waivers that exempt employers “from 
the annual limit provision of the law 
if it would disrupt access to existing 
insurance arrangements or adversely 
affect premiums, causing people to 
lose coverage.” 
 In other words, Obamacare would 
cause people to lose their insurance 
coverage or cause costs to go up if 
they don’t grant these waivers. Wasn’t 
Obamacare supposed to do just the 
opposite? 
 President Obama himself is 
personally getting into the waiver 

act. He has said he wants Congress to 
change the law to give states waivers 
to implement Obamacare their own 
way, starting in 2014 rather than 
having to wait until 2017, as the law 
now requires. 
 Likely Republican presidential 
candidate Mitt Romney says 
that, if elected, on day one of 
his administration he would give 
each state a waiver to implement 
Obamacare its own way. (If it sounds 
like there is an echo here, you are 
right. It’s hard to tell the difference.) 
 What’s really being waived here is 
the rule of law. The waves of waivers 
remind all of us how angry we were 
at all the special deals -- such as the 
Cornhusker Kickback, the Louisiana 
Purchase, and so on -- that Senate 
Majority Leader Harry Reid handed 
out to get Obamacare through the 
Senate in 2009. 
 Democratic pollster Patrick 
Caddell was right when he said 
that the American people saw the 
passage of Obamacare as “a crime 
against Democracy.” But it is also a 
crime against the American principle 
of fairness. Obamacare is barely in 
place, and we see administration 
offi cials using it to pick winners and 
losers based upon political favorites. 
 The voices of the American people 
may have gone silent for now, but 
they will not stand for a law that 
would re-engineer one-sixth of our 
economy and demolish the core 
American value of equal justice and 
equal treatment for all. Obamacare 
is the most sweeping piece of social 
and spending legislation in our 
country’s history. It is extraordinary 
that 14 months after it was enacted, 
a majority of the American people 
still want it repealed. The waivers 
are just one more reminder of why 
Obamacare will not stand. 
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Interesting CA 
Health Insurance Stats
 I recently came across some 
recent presentations made for the 
new CA Health Exchange Board 
that I think are very interesting. 
Here they are:
■ CDI regulates 1.1 million people 
enrolled in Small Group Health 
Insurance Plans in CA = 33% of the 
Small Group market in CA
■ CDI regulates 1.34 million 
people enrolled in Individual Health 
insurance Plans in CA = 65% of the 
Individual market in CA
■  CDI answered 200,000 Consumer 
Horline calls in 2010 for all lines of 
insurance. For those that were health 
care related calls, 51% were for 
Claims issues, and 46% for Rating & 
Underwriting Issues.
■  There are 320,000 licensed agents 
and brokers in CA (includes all lines 
of insurance)
■ Annually, CDI issues 70,000 new 
insurance licenses, and renews 
105,000 licenses annually.
■  Extensive background checks were 
conducted last year on approximately 
3,800 cases where misconduct is 
suspected.
■ CDI peace offi cers investigate 
and arrest those engaged in fraud. 
The average case load for the Fraud 
Divisision is about 2,100 cases.
■ In 2009-2010, chargeable fraud 
in healthcare handled by CDI Fraud 
Offi cers amounted to $320,385,000.
■  DMHC provided personal assistance 
from their Help Center agents to 
more than 50,000 CA consumers in 
2010.
■ DMHC responded to 1,200 e-mails 
and more than 9,500 letters, and 
resolved more than 4,700 formal 
grievances regarding issues with 
health care coverage in 2010
■ DMHC resolved nearly 1,800 
consumer grievances involving 
health care service / treatment 
denials through the IMR process in 
2010

Insurers Must Justify Rate 
Increases Higher Than 10%
 In mid-May, HHS issued a fi nal rule 
requiring insurers to justify proposed 
rate increases of more than 10% for 
individual and small-group plans. 
HHS proposed the rule in December 
2010, and it takes effect in September 
2011. The new rule was borne out 
of a provision in the federal health 
reform law that required annual 
reviews of “unreasonable increases in 
premiums” to ensure that “consumers 
get value for their dollars.”  
 According to the rule, a rate increase 
will be considered unreasonable if 
it is deemed excessive, unjustifi ed 
or “unfairly discriminatory.” It also 
states that an increase is considered 
excessive if it is “unreasonably high 
in relation to the benefi ts provided.” 
Although the federal government has 
no power to block increases it deems 
unreasonable, many states do.  
 Even states without the power 
to refuse increases will benefi t from 
the rule, according to Steve Larsen, 
director of HHS’ Center for Consumer 
Information and Insurance Oversight. 
Larsen said that the process could help 
“publicly raise questions about the 
assumptions that led to the” proposed 
increase. He added, “Rate review, in 
and of itself, is in fact very effective in 
helping to ferret out reasonable and 
unreasonable rate increases.” Under 
the rule, health insurers will be required 
to submit additional forms explaining 
their proposed rate increases. Those 
forms will be posted on the Internet.
 The rule also requires: States to 
have a “mechanism for receiving 
public comments” on the proposed 
increases; and the federal government 
to establish separate rate thresholds 
for each state in September 2012 to 
account for trends in insurance and 
health costs.  
 Many consumer advocates praised the 
rule. Ethan Rome -- executive director of 
Health Care for America Now -- said, 
“The days of insurance companies 

running roughshod 
over consumers 
and jacking up rates 
whenever they want 
are over.”
 H o w e v e r , 
some advocates 
thought the rule 
did not go far 
enough. Consumer 
Watchdog offi cials said the forms 
insurers must post online do not 
provide enough detail. “By not 
requiring full transparency of the 
data insurers use to justify rate hikes, 
the rule does not allow the kind of 
public scrutiny necessary to pressure 
insurance companies into lowering 
unreasonable rates,” the group said.     
  —www.californiahealthline/org 

AHIP Statement 
on Rate Review 
 Americas Health Insurance Plans 
(AHIP) President and CEO Karen 
Ignagni in late May released the 
following statement on the rate review 
rule released by the Department of 
Health and Human Services: 
 Focusing on health insurance 
premiums while ignoring underlying 
medical cost drivers will not make 
health care coverage more affordable 
for families and employers. The 
public policy discussion needs to 
be enlarged to focus on the soaring 
cost of medical care that threatens 
our economic competitiveness, our 
public safety net, and the affordability 
of health care coverage. 
 If we believe health care costs are 
crushing the economy, we ought to 
have a debate about how to bring costs 
under control,” adding, “Focusing 
on premiums diverts attention from 
that debate. Health plans are doing 
their part to restrain health care cost 
growth by partnering with providers 
across the country to change payment 
models to promote and reward safe, 
high-quality, cost-effective care. 
 Premium review must adequately 
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factor in all of the components that 
determine premium rates, including 
geographic variation, the cost of new 
benefi t mandates, and the impact of 
younger and healthier people dropping 
coverage. An arbitrary threshold 
for review will establish a de facto 
presumption of unreasonableness in 
what should be an objective, actuarially-
based evaluation. 
 We agree that states are best suited 
to review premiums because they have 
the experience, infrastructure, and 
local market knowledge needed to 
ensure that consumers are protected 
and health plans are solvent. The 
federal government is not in a position 
to make these assessments.    
  —www.benefi tslink.com

California’s Individual and 
Small Group Markets on the 
Eve of Reform
 California’s individual and small 
group health insurance markets 
serve just under 15% of the state’s 
population about 5 million people 
altogether. But under health reform, 
these market segments will assume 
importance beyond their numbers. 
 In 2014 new requirements to obtain 
coverage and fi nancial assistance 
available through the California Health 
Benefi t Exchange will increase the size 
of the individual market and offer new 
purchasing opportunities for many 
small businesses and their workers. 
New market rules will change the 
types of products sold and the way 
coverage is priced. 
 This new CHCF snapshot report, a 
compilation of data from many sources, 
provides baseline demographics and 
features of California’s individual and 
small group markets. It also examines 
the size and attributes of groups, 
including the uninsured, that may be 
prompted to seek or shift coverage as 
health reform is implemented. Some 
highlights:  
■  Of the 2 million Californians who 
already purchase individual coverage, 
about 40% would qualify for subsidies 
and another 18% would be eligible for 
Medi-Cal if 2014 rules were in effect 
today. 
■  Among the uninsured, 2.8 million 

(39%) may be newly eligible for Medi-
Cal in 2014 based on their income. 
Another 3.4 million (almost half) of the 
uninsured may be eligible for subsidies 
to purchase individual coverage in 
2014. 
■  Premiums for individual coverage 
vary by age as much as fi ve-fold. In 
2014, health reform rules will limit 
these differences to a three-to-one 
ratio, increasing premiums for younger 
enrollees and reducing them for older 
ones in many instances.  
■  Insurance currently purchased in 
the individual market provides less 
comprehensive coverage, paying an 
average of 55% of medical expenses, 
as compared with 80% to 90% of 
expenses for group coverage. 
 The publication is intended 
to provide background for the 
policy and program administration 
decisions that California will face as 
it moves to implement federal health 
reform, including the start-up of the 
Exchange. The complete snapshot is 
available as a Document Download:
http://www.chcf.org/publications/
2011/04/ca-individual-small-group-
eve-reform

2012 Medicare Advantage 
Part D 
Standard Benefi t Design Parameters
  2012 

2011     

 Deductible $320 
$310
 Initial Coverage 
 Limit  $2,930 
$2,840
 Out-of-Pocket 
 Threshold $4,700 
$4,550

CMS Issues Revised Model 
Disclosure Notices for Part D 
Eligible Individuals
 CMS has posted on its website 
revised model disclosure notices that 
are to be provided to Medicare Part 
D eligible individuals on or after April 
1, 2011. The revisions refl ect the 
change in the Medicare Part D annual 
coordinated election period from 

its prior November 15-December 
31 timeframe to its new October 
15-December 7 timeframe. 
 The change in the election period 
was made by health care reform and is 
refl ected in recently issued regulations. 
The change applies beginning with 
plan year 2012 - ie., beginning with 
the 2011 election period. The revised 
model creditable and non-creditable 
coverage notices replace the model 
notices that were posted in 2009.     
  —www.benefi tslink.com
Available at-   http://www.cms.gov/
CreditableCoverage/Model%20
Notice%20Letters.asp

Medicare Finances: Findings 
of the 2011 Trustees Report 
 Each year, the Trustees of the 
Medicare program issue a report 
on the expected condition of the 
programs two trust funds over a 
10-year (short-term) and a 75-year 
(long-term) period. The 2011 report 
projects that Medicare’s Hospital 
Insurance (HI) Trust Fund will remain 
solvent until 2024, at which time 
projected annual income will cover 
90 percent of expenditures. This years 
report decreases the date of solvency 
by fi ve years. 
 The Trustees Report will spur further 
debate over Medicare expenditures 
and the federal debt. Although the 
passage of the Patient Protection and 
Affordable Care Act (ACA) in 2010 
signifi cantly improved the fi nancial 
condition of Medicare’s HI Trust Fund, 
some contend that Medicare must be 
fundamentally restructured in order 
to improve the fi scal condition of the 
program and reduce its projected 
share of federal spending. 
 Others point out that Medicare 
spending is infl uenced by the same 
factors that drive private sector 
health care spending; policies to 
limit Medicare spending without 
addressing dysfunctions in the larger 
health care system would shift costs 
to benefi ciaries and reduce access to 
care for the aged and disabled.    
  —www.benefi tslink.com

Insurers Take In Record 
cont. on page page 24
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Profi ts as U.S. Residents 
Spend Less on Care 
 Major U.S. health insurers are 
posting record profi ts for the third year 
in a row, largely because residents are 
postponing or forgoing care as the 
country recovers from the economic 
recession. The trend could be signaling 
the possibility of a fundamental change 
in Americans’ appetite for health care. 
The largest insurers have reported fi rst-
quarter earnings that beat analysts’ 
projections by an average of 30%.
 Many medical experts say patients 
have remained very conscious of their 
health spending following the economic 
downturn, which could lead them to be 
more selective of the type of care they 
receive. In addition, businesses have 
raised deductibles and copayments and 
reduced benefi ts for many employer-
sponsored health insurance plans over 
the past few years, which might cause 
plan members to delay or skip care.  
 However, even as profi ts increase, 
insurers continue to push for higher 
premiums, citing the higher costs of 
care and the belief that demand for 
care will increase later this year as the 
economy improves. Lonny Reisman, 
chief medical offi cer of Aetna, 
said, “I think there’s a real concern 
about a bounce-back, a rebound, in 
utilization.”  
 Some experts believe the companies 
are trying to raise premiums before 
stricter regulations are enacted under 
the federal health reform law, such as 
a requirement that companies cover 
individuals with pre-existing conditions. 
Others believe that “signifi cant 
increases” in out-of-pocket health care 
costs could “prevent a solid rebound.”    
  —www.californiahealthline.com

Health Plans Offering Top 
Dollar to Executives While 
Hiking Rates 
 In recent years, California health 
insurance companies have paid 
large salaries to their top executives 
while raising rates signifi cantly for 
policyholders, according to fi lings 
submitted to the state insurance 
commissioner. Ioannis Kazanis, 
spokesperson for the Department 

of Insurance, said insurers fi led the 
compensation data last month to 
comply with requirements that took 
effect this year.
 In the fi lings, Blue Shield of California 
reported that its CEO Bruce Bodaken 
received more than $4.6 million in pay 
in 2010. During 2010 and 2011, the 
health plan raised rates by about 38% 
for some policyholders. 
 Anthem Blue Cross’ top-earning 
executive, Treasurer R. David Kretschmer, 
received nearly $2.4 million last year. 
Pamela Kehaly, president of Anthem’s 
California operations, received about 
$524,000 in 2010. The same year, 
Anthem sought to raise rates by 39% for 
some policyholders but eventually scaled 
down its plans to a 14% rate hike.
 Jamie Court, president of the 
advocacy group Consumer Watchdog, 
said Bodaken’s pay was an “out-of-
proportion salary for a not-for-profi t 
company.” 
 According to the state insurance 
department, the public availability 
of insurers’ salary data will benefi t 
policyholders.  Janice Rocco, deputy 
insurance commissioner, said many 
consumers “would like to have a full 
picture of what insurers are spending 
their money on.” 
 Blue Shield defended the salaries of 
its top executives. The company said 
the salaries fall “well within health 
care industry standards,” were based 
on performance and were reviewed 
by an independent consultant.  The 
not-for-profi t health plan also said its 
executives do not receive company 
stock like executives at for-profi t 
companies. Executives at Anthem Blue 
Cross do receive stock awards.
  —www.californiahealthline/org

Enrollment Rising Slowly for 
High-Risk Insurance Pools 
 As of the end of March, only 18,313 
U.S. residents had enrolled in the high-
risk health insurance pools created 
under the federal health reform law, 
up from 12,437 who had enrolled as 
of Feb. 1, according to new HHS data. 
However, the enrollment fi gures still 
fall signifi cantly below early federal 
estimates, which projected that 
375,000 residents would enroll in the 

pools by the end of 2010.  
   —www.californiahealthline/org

Most California Doctors Using 
Electronic Health Records, 
Report Finds 
 About 55% of primary care 
physicians in California use electronic 
health record systems, according to a 
report from the California HealthCare 
Foundation.
 The report used information from 
65,388 physician practices to provide 
an overview of health information 
technology adoption and use 
statewide. Researchers also relied 
on data from the American Hospital 
Association, Harris Interactive, HIMSS 
Analytics and CHCF-funded research.  

MEDICAL PRACTICES 
 According to the report, 48% of 
medical practices in California have 
implemented an EHR system. The 
report also found that: 
■ 80% of practices with 51 or more 
physicians have adopted an EHR 
system;  
■  64% of practices with between six 
and 50 physicians have adopted an 
EHR system;  - 39% of practices with 
between two and fi ve physicians have 
adopted an EHR system; and  
■ 20% of solo practitioners have 
adopted an EHR system. 

HOSPITALS 
 The study also looked at health IT 
use in California hospitals and found 
that: 
■ Nearly 90% of hospitals have 
already installed or are installing 
clinical decision support systems;  
■ 89% have fully implemented an 
electronic laboratory reporting system 
in at least one unit;  
■ 40% have implemented compu–
terized provider order entry systems; 
and
■ 32% have an electronic clinical 
documentation system in place 

—Modern Healthcare 
www.californiahealthline/org

WellPoint To Adjust Hospital 
Payment Policy To Refl ect 
Care Quality
 WellPoint is changing its reimburse–

Continued from page 23
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ment system for about 1,500 hospitals 
in 14 states serving its BlueCross 
BlueShield plans, eliminating annual 
payment increases if hospitals do not 
provide quality care. 
 In recent years, WellPoint has 
increased payments to the hospitals by 
an average of 8% annually. However, 
the new system will pay increases 
only to hospitals that deliver on 51 
indicators of treatment quality, such as 
whether: 
■ A hospital seeks to prevent 
readmissions; 
■  A hospital follows a safety check 
list; and  
■  Patients report satisfaction.  
 According to the news reports, the 
strategy refl ects a broader change in 
the industry to compensate health 
providers based on care quality. 
Although other large insurers have 
taken steps to tie reimbursement 
to patient outcomes, lobbyists and 
industry experts say WellPoint is the 
fi rst major carrier to make a new 
payment system mandatory for all 
hospitals serving its affi liated plans. 
Samuel Nussbaum, chief medical 
offi cer of WellPoint, said almost 500 
of WellPoint’s hospitals already are 
taking part in a voluntary version 
of the program. He said they are 
receiving average pay increases of 
7% to 9% per year. 
 However, some hospitals are 
concerned that systems could be 
penalized because they care for sicker 
patients, such as facilities in low-
income and urban areas. They argue 
that care quality indicators do not 
account for these variables. 
 Chip Kahn, president of the 
Federation of American Hospitals, 
said, “We don’t have good outcomes 
measures yet,” adding, “Many things 
will happen 30 days (after discharge) 
that have nothing to do with hospital 
care.”    
  —www.californiahealthline.com
 
California’s Cost of Home Care 
Higher than National Average
 The cost of long-term care in 
California signifi cantly exceeds 
national levels, but costs arent 
increasing as fast in the state as they 

are nationally, a new report shows. The 
median hourly rate for home health 
aides is $21 an hour in California and 
$19 per hour nationally, according 
to the 2011 Cost of Care Survey by 
Genworth Financial. Yet the cost of 
care has increased 0.8 percent a year 
in California over the past six years, 
while its risen 1.4 percent nationally. 
 The fi gures are important because 
Americans prefer home care and 
demand is projected to increase 
signifi cantly as baby boomers age. 
By comparison, the cost of long-
term care in an assisted living facility 
is $42,000 annually in California, 
compared to a national median cost 
of $39,135. The cost in California has 
risen 5.8 percent a year for the past 
six years, while the national rate rose 
at a clip of 6 percent per year. 
 The cost of a private room in a 
nursing home in California is $91,250 
a year; the national rate is $77,745 a 
year. The cost in California has risen 3.8 
percent a year over the past six years, 
compared to an national increase of 
4.4 percent per year. The report is 
available at www.genworth.com         
  —www.californiahealthline/org

S.F. City Attorney Sues 
Insurers for Allegedly 
Underpaying Hospitals 
 On Wednesday, San Francisco 
City Attorney Dennis Herrera (D) 
announced that he is suing three 
large health insurers for allegedly 
underpaying San Francisco General 
Hospital and other public hospitals 
for emergency services. Herrera fi led 
the lawsuit in San Francisco Superior 
Court against Anthem Blue Cross Life 
and Health Insurance, Blue Cross of 
California and HealthNet.
 According to the lawsuit, the health 
insurers have refused to fully reimburse 
public hospitals for emergency 
services. Instead, the lawsuit claims, 
the insurers are applying arbitrary 
reductions to the bills they receive. 
Herrera said the underpayments 
jeopardize San Francisco’s “ability to 
provide critically necessary emergency 
health care.” 
 The lawsuit is seeking an injunction 
to stop what Herrera’s offi ce called 

unfair business practices. The suit 
also is pursuing reimbursement for 
the alleged underpayments and civil 
penalties as high as $2,500 for each 
violation of the state’s business code. 
 Peggy Hinz, spokesperson for 
Anthem Blue Cross, said, “Based on 
what we understand the allegations 
to be, we dispute the city attorney’s 
claim that Anthem has ‘illegally’ been 
paying less than the full billed charges 
of the hospital.” Hinz added, “Once 
we have an opportunity to review the 
suit, we intend to vigorously defend 
our practices.”    
    —www.californiahealthline/org

Single-Payer Health Care: 
Vermont Takes Lead
  “Vermont still has ‘a few challenges’ 
ahead to meet its goal of a universal 
health care system this decade, Gov. 
Peter Shumlin said Thursday as he 
signed into law the bill designed to 
make the state the nation’s fi rst with 
fully publicly funded health care. 
Among Vermont’s challenges: getting 
waivers from the federal government 
at a time when the U.S. House has 
come out strongly against the less 
ambitious federal health care bill 
passed last year. 
 The Vermont law also leaves for 
future debate whom the state would 
pay for its publicly fi nanced health 
care system, what benefi ts would be 
covered and a host of other details to 
be fi gured out by a new state board 
in consultation with the Legislature 
and administration offi cials. “This bill 
has a long, long, long way to go,” 
said Craig Fuller, managing director 
of the Employers’ Health Alliance, 
a Vermont-based group that tracks 
health reform for businesses. 
 “We’re going to hear all kinds of 
scare stories that this is a thoughtless 
experiment or that it is too bold,” said 
Dr. Deb Richter, a longtime advocate 
of a single-payer health care system. 
“But I would remind you that every 
other industrialized country is doing 
what we are trying to do. And they 
do it for far less money, they live 
longer and they get better-quality 
care.”
   — www.benefi tslink.com



There’s No Choice But to Change Medicare
by Grace-Marie Turner - Galen Institute - www.galen.org

The outrageous distortions about 
the Ryan Medicare reform plan 

are coming from people who are 
accelerating the program’s path to 
insolvency.  
 Medicare is being used as a piggy 
bank by Democrats, with $575 billion 
in payment cuts used to fi nance two 
massive new entitlement programs 
in ObamaCare. And this April, the 
president proposed taking another 
$480 billion out of the program to 
lower the defi cit.  
 Payments to providers will be cut so 
deeply that seniors will fi nd it harder 
and harder to get care. Doctors will 
stop taking Medicare or go bankrupt. 
A whopping 87% of doctors say they 
will stop seeing or will restrict the 
number of Medicare patients they see, 
further shrinking the pool of providers 
and further restricting access to care.  
 The powerful, 15-member Indepen–
dent Payment Advisory Board will use 
price controls to meet ever-elusive 
spending targets. Rationing is inevitable, 
especially of newer medicines and 
technologies.  
 House Energy and Commerce Chairman 
Fred Upton (R-MI) explained, “Last year, 
Medicare expenditures reached $523 
billion, but the income was only $486 
billion -- leaving a $37 billion defi cit 
in just one year. And with 10,000 new 
individuals becoming eligible each day, 
it’s only going to get worse.”  
 Medicare is $38 trillion in the red, 
and it accelerated fi ve years toward 
insolvency in just the last year, 
according to the Medicare Trustees’ 
latest report.  

 Sen. Marco Rubio (R-FL) captured it 
best in a new video, saying “Medicare 
will go broke in as little as nine years...
And anyone who is in favor of doing 
nothing to deal with this fact is in 
favor of bankrupting it.”  
 House Budget Chairman Paul Ryan 
recognized that reality with his plan 
to begin modernizing the program, 
starting 10 years from now. He wants 
to give baby boomers the option 
of private coverage in a plan that 
works much like the one members of 
Congress have today.  
 Access to coverage would be 
guaranteed, and payments would be 
tailored to meet a person’s age, health 
status, and income level.  
 Medicare is a government-run, 
politically driven health care program 
with so many gaps that people have 
to buy supplementary coverage. Not 
surprisingly, one fourth of today’s 
seniors have voluntarily decided to opt-
out of traditional Medicare by joining 
private plans in Medicare Advantage. 
These plans are competing for their 
business, offering better benefi ts 
often at lower costs to benefi ciaries.  
 Rather than slashing this popular 
program as ObamaCare does, it 
should be put on an equal and 
sound fi nancial footing to continue 
to give seniors choices in the future. 
This model of seniors selecting from 
competing private plans is what Paul 
Ryan is proposing 10 years hence 
with premium-support payment to 
help pay for the cost of that plan.  
 Here are the facts of the Ryan 
plan: Paul Ryan’s plan does keep 

the payment reductions in Medicare 
under current law for ten years, but 
he doesn’t use them to create two 
massive new entitlement programs.  
 Beginning in 2022, benefi ciaries 
are guaranteed a choice among 
Medicare-approved private health 
options. As the Congressional Budget 
Offi ce notes: “Plans would have to 
issue insurance to all people eligible 
for Medicare who applied.” In other 
words, all Medicare benefi ciaries are 
guaranteed that a health plan will be 
available for them.  
 This is in stark contrast to what 
would happen to Medicare under 
current law. Without a serious course 
adjustment, Medicare will become a 
third-rate, price-controlled program 
that rations a lower-quality of care 
through waiting lines and other 
restrictions. If the antiquated, open-
ended, fee-for-service model isn’t 
reformed, then we will continue to 
pour defi cit-funded dollars into the 
program or raise taxes to levels that 
would topple the economy as millions 
of baby boomers hit retirement.  
 The only way to save Medicare is to 
change it.  

––––––––––––––––
The Path to Prosperity 

(Video-Episode 2): 
Saving Medicare, Visualized 

 In this video, Rep. Paul Ryan explains 
the real danger our growing debt 
poses to Medicare, and describes 
a plan of action to save this critical 
health-security program. Watch it at:    
www.youtube.com/watch?v=DJIC7kEq6kw

––––––––––––––––
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Gloomier-Than-Expected Forecast For Medicare
by Phil Galewitz and Mary Agnes Carey - Kaiser Health Network Staff  Writers - www.kaiserhealthnews.com

Medicare will start running out 
of money in 2024 -- fi ve years 

earlier than projected last year as 
a result of the sluggish economic 
recovery, the programs trustees 
reported today.  
 The outlook for the federal health 
insurance program that covers 47.5 
million elderly and disabled Americans 
is a dramatic shift from last summer. 
That’s when the trustees, including 
Treasury Secretary Timothy Geithner 
and HHS Secretary Kathleen Sebelius, 
proudly projected that the new health 
law had extended the solvency of 
the program by 12 years from 2017 
to 2029.  Medicare faces serious 
fi nancial challenges over the next 
few decades as the aging population 
and rising costs push expenses higher 
while the employer and employee 
tax revenues that fund the health 
insurance program struggle to keep 
pace. Last year, the total cost of the 
program was $523 billion.  
 Swings in the predictions about 
the fi nancial health of Medicare are 
common year to year. But the latest 
scorecard puts renewed pressure on 
the administration to fi nd ways to 
improve the economy and make sure 
its experiments in the health law to 
lower health costs can actually work, 
said Deborah Chollet, a senior fellow 
with Mathematica, a nonpartisan 
research fi rm. “The general health of 
the economy is crucial” to the future 
of the Medicare fund, she said.  
 Even Geithner acknowledged that 
the health law won’t do enough on 
its own to control rising health costs 
a common complaint of Republicans 
who have been pushing for repeal 
of the health overhaul. “We must go 
beyond the Affordable Care Act and 
identify additional reforms,” he said.  
 Sebelius said the a new patient 
safety initiative, announced recently 
by administration offi cials could save 
Medicare $10 billion over the next 10 
years.  
 The trust fund covers Part A of 
the Medicare program, which pays 

for hospital costs. In 2010, payroll 
taxes that support the fund took in 
$182 billion, about $2.5 billion less 
than expected, and have fallen short 
each year since 2008.  Another factor 
hurting Medicares future solvency: 
The trustees estimate people who are 
65 now will live 2.4 months longer 
than projected a year ago. While 
that’s good news for benefi ciaries, it 
means higher costs for the program.  
 Social Security, which faces some 
of the same pressure, will remain 
solvent until 2036one year earlier 
than projected last year, program 
trustees said.  AARP Executive Vice 
President John Rother said lawmakers 
must look at more than just Medicare 
to fi nd ways to reduce health care 
spending. While provisions of the 
Affordable Care Act are helping to 
control spending in Medicare, far 
more must be done to reduce costs 
throughout the health care system 
and extend the Medicare trust fund 
for [hospitals] for the long term,” he 
said. 
 Some Republicans said that 
fi ve fewer years of solvency for the 
Medicare trust fund demands that 
Congress take steps now to control 
spending. “Today’s report makes 
it clearer than ever that doing 
nothing is not an option,” House 
Ways and Means Chairman Dave 
Camp, R-Mich., and other panel 
subcommittee chairmen said in a 
statement. The failure to act means 
current, as well as future benefi ciaries, 
will face signifi cant cuts even sooner 
than previously estimated.” 
 But Senate Finance Committee 
Chairman Max Baucus, D-Mont., 
had a different interpretation, saying 
the report shows that the health 
laws provisions governing Medicare 
are necessary. “Health reform 
strengthened Medicare by cutting 
wasteful subsidies to private insurance 
companies and helping doctors save 
money by increasing coordination, 
and these improvements extended 
the life of the program by more 

than a decade,” Baucus said.  The 
report’s fi ndings come as the parties 
are debating what role Medicare 
spending should play in reducing the 
federal defi cit.  
 In last falls campaigns, Republicans 
accused Democrats of stripping 
hundreds of billions of dollars from 
the program to fund the health laws 
subsidies for insurance coverage and 
Medicaid expansion. President Barack 
Obama and Democrats returned 
the favor last month when House 
Budget Committee Chairman Paul 
Ryan, R-Wis., unveiled his plan to 
reduce the federal defi cit, in part by 
converting Medicare to a “premium 
support” program where the 
government would pay a set amount 
per benefi ciary.  
 Obama and Democrats, citing 
an analysis from the nonpartisan 
Congressional Budget Offi ce, said 
the Ryan plan would force seniors 
to pay more for their medical care. 
Last week, House Republican leaders 
backed away, suggesting sweeping 
changes like the Ryan proposal 
wont become law this year. This 
week the message shifted again, 
with House Speaker John Boehner, 
R-Ohio, and Senate Minority Leader 
Mitch McConnell, R-Ky., insisting 
that Medicare changes must be part 
of the negotiations over raising the 
federal debt ceiling.  Separately, the 
administration has also released a 
state-by-state analysis about how the 
health law is benefi tting Medicare 
recipients. Health care providers 
who took payment cuts in the law in 
exchange for new customers are sure 
to rebel against further reductions.  
 And with the 2012 elections just 
18 months away, Democrats and 
Republicans may be reluctant to 
strike a deal on Medicare, preferring 
instead to make each partys plans 
for the program a central focus of 
campaigns where control of the 
White House and Congress are at 
stake, pointing to 2013 as the year 
for a defi cit deal. 
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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
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A

H
U Newest Members

Patrick Flynn
Patrick Flynn Insurance Services
78744 Iron Bark Dr
Palm Desert,  CA   92211
760-501-5877
Fax 760-903-2044
PJFlynn01@yahoo.com
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U JUNE 2011 
Leonard Rudolph, CIC

JULY 2011 
Mary S. Go
Yolanda Johnson
Ronald N. Sellin, RFC

Newest Members

No New Members

JUNE 2011
Michael Bernardini

JULY 2011 
Donna Bares
Keisha Smith

AUGUST 2011 
Dustin Bilton
Kathleen Cade
Sonia Duran
George Henderson
Shelley Hoover




