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™ e
b and Heakh lngores Maryland Should Act Now to Protect
Consumers, Providers, and the

= of Maryland
///ACLI Guaranty Association Safety Net

Financial Security...for Life.

The Guaranty Association system provides critical
protections that all Maryland consumers and providers
rely on in case of an insolvency. For the last 2 years, life

and health carriers have worked together across the
country to pass NAIC Model language in over 25 states to
ensure stability. Maryland should be next.

Under the plan:

* Life and health insurers will split the assessment obligation 50/50.

*  HMOs will be members of the Maryland Guaranty Association system
for the first time, will share in the assessment obligation, and have a
voice as they currently do in other states.

* Providers contracted with HMOs will be paid for claims submitted by
long-term care policy holders.

* The 50/50 split works by calculating the percentage of total
assessments that should be reallocated from the Health Account to the
Life and Annuity Accounts split by company type. For this purpose,
e = company types include (1) life and annuity carriers and (2) accident &
health carriers.
* This formula is necessary to preserve the state-based solvency system
and safety net, therefore protecting consumers.

fIT « If states do not act, health insurers and consumers will pay for
n approximately 80% of all long-term care insolvencies . This threatens
m the stability of the state-based safety net.

W’ * This is a unique opportunity to stabilize and rationalize the state-based
CA p health insurance and guaranty fund systems, in a manner that has
n ﬂ ﬂ n ” broad support from the vast majority of the life and health insurance
industries.




Including HMOs in Guaranty

Associations is critical to ///A( LI %Iﬁha inqrers
/4 = | of Maryland

preserving the safety net. Financial security...for Life.

Adopt Guaranty Association Legislation to preserve the Life and Health
Guaranty Association safety net, protect consumers of long-term care

insurance, and level the playing field for consumers of HMO and
PPO/EPO plans.

There is no distinction between HMO products PPO/EPO
plans and, therefore, no reason to exclude their members
and providers from safety net protections.

* All plans compete with each other and use networks, financial incentives, capitated
arrangements, quality standards, policy limits, gatekeepers, uilization management and
other tools to manage care — regardless of whether or not they are licensed as an HMO.

* All health insurers, whether HMO or PPO/EPO, are highly regulated by states from
solvency, rate and form, licensing, and market conduct perspectives.

* Integrated delivery systems do not pose a regulatory challenge for guaranty funds.
Many states have carriers writing EPO which operate identically to an integrated
delivery system. ACA rules impact all plans, HMO or not, the same way.

If HMOs are not members of the Guaranty Association system,
providers will pay the price and the system will fail.

* Hold harmless provisions protect consumers from balance billing, they do not ensure
providers get paid for their services.

¢ The statutory deposit similarly does not provide adequate protection in today’s
marketplace, as we learned with the Health Republic and Horizon insolvencies.

* In order to compete with HMOs in the marketplace, health insurers will have no choice
but to consider moving to an HMO platform to remain competitive in the marketplace.
This will leave the life insurance industry to bear the burden of long-term care
insolvencies and would cause the safety net system to collapse -- leaving consumers of
long-term care insurance without any recourse in the case of an insolvency.



