EXHIBIT. R

DATE 07/15/51 o]i

HB [05

HOUSE BILL NO. 105
INTRODUCED BY R. DRISCOLL
BY REQUEST OF THE STATE AUDITOR

ABILL FOR AN ACT ENTITLED: "AN ACT REQUIRING THAT RATES FOR HEALTH INSURANCE
COVERAGE BE FILED WITH THE COMMISSIONER OF INSURANCE FOR REVIEW; PROVIDING
STANDARDS FOR REVIEW AND NOTICE OF DEFICIENCY CERTAIN-REFUNDS RELATED- TO-A

MINIMUM-LOSS RATIO PROVIDING TERMS-FOR-RATE ARPROVAL, DISARPROVAL-AND

WITHDRAWAL-OF-APPROVAL: PROVIDING FOR RULEMAKING AUTHORITYA-MIMIMUMLOSS
RATIO-AND A-MINIMUM-LOSS RATIO-GUARANTEE: PROVIDING FOR CONTINGENT VOIDNESS
AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Health insurance rates -- filing required -- use. (1) Each health

insurance issuer, which ingludes Consumer Operated and Oriented Plan (CO-OP) established under 42

U.5.C 18042, that issues, delivers, or renews any-health-glan individual or small employer group health

insurance coverage in the individual; or small employer group; orlarge-employergroup-market shall, at

least 60 days before the effective date of the rate use, file with the commissioner its rates, fees, dues, and

other charges for each product form intended for use in Montana, foqether with sufficient information to

supper the premium io be charged as described in [sections 1 through 5.] forthat-produstfora fo-bopaid
by-insuredsmembers-enrolises-orsubserbers. This filing may be made simultaneously with a notice of
rate premium increase to policyholders_and ceriificate holders required by 33-22-107.

{2) A health insurance issuer may submit a single combined justification for rate increases +-"""'{Formatted: Normal, Line spacing: Double J

subject to review affecting muitiple products, if the claims experience of all products has been

aggregated to calculate the rate increases and the rate increases are the same across all products, Rate

increases are determined by combining the total amount of increases taken on a single product form, or




market segment if the rate increase is the same for all products, over 2 12 month period. A market

segment means the individual or small group market.

~

{2)(3} The commissioner may waive the 60-day filing requirement under subsection (1) if the rate
increase is implemented pursuant to 33-22-107(1)(b). However, the rates and justifications for the rate
increase must still be filed.

(24) The health insurance issuer shall submit a new filing to reflect any material change to the
previously filed and-agproved rate filing. For all other changes, the insurer shall submit an amendment to
a previously filed and-approved rate filing. The insurer may file an actuarial trend to phase in rate
increases over a 12-month period. The insurer may file amendments to that trend within the 12-month
period.

(45) The filing of rates for health plans must include:
applies;

(b) a statement of actuarial justification; and

(c) data information sufficient to support the rate, as described in section 2.

(88) The commissioner shall prescribe the form and content of the information required under this
section. S —

(87) A rate filing required under this section must be submitted by a qualified actuary representing the
health insurance issuer. The qualified actuary shall certify in a form prescribed by the commissioner that,

to the best of the actuary’s knowledge and belief, the rates_are not excessive, inadequate, unjustified. or

unfairly discriminatary, as defined in [seclion 2] and comply with the applicable provisions of Title 33,

rules adopted pursuant to Title 33, and federal law.

(78) The rate filing must be delivered by the national association of insurance commissioners'
electronic filing system known as the system for electronic rate and form filing.

(89) An insurer may use a rate filing under this section 60 days after the date of filing with the

commissioner unless spesificatiy-disapproved -by-the-commissioneras providedinlsection?] the heatth

insurance issuer falls {o provide the minimum documentation required in [Section 2] .

(810) [Sections 1 through 9] do not apply to coverage consisting solely of excepted benefits as defined

in 33-22-140.




NEW SECTION. Section 2. Timingand grounds-for disapproval— aption for-deemed-approval

Standards for review-—notice of deficiency. (1) The commissioner may disapprove-arate filing issus a

{ails-to-approve-or disasprove-arate-fling-within 60-days after the fiingrthe-fling-is-deamed approved.

~{2)-Arate-fling s also-desmed-approved-if the fling is ascompanicd by-a-minimum loss ratio

guarantee-as-described-in-{section-6}.

- When reviewing a premium rafe

filing.-the commissioner shall consider whether:
(a)-the rates-comphy-with-all-applicable-slate-and federallaw; including the-applicable minimurm-loss

ratio-deseribed-in-[section §};

\
\

expenses; cause the premium charged for the health insurance coverage to be

unreasonably high in relation to the benefits provided under the coverage, Inorderto .-

determine if the rate is unreasonably high. the commissioner shall consider whether; e

6} The rate increase falls within the allowable federal minimum loss ratio as determined <------

under 45 CFR Part 158,

(i) The assumptions on which the rale increase is based are reasonable;and,

(i) One or more of the assumptions is not supported by the evidence,

e

(b} _Rates may be considered inadequale if the rate is unreascnably low for the coverage

orovided and the commissioner may consider if the rate would endanger the solvency of the

insurer or disrupt the insurance market in Montana.
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{c)_A rate increase may be considered “unjustified” if the health insurance issuer provides data -

or documentation in connection with the increase that is incomplete, inadequate, or
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otherwise does not provide a basis upon which the reasonableness of an increase may be

determined, {
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insurance.

- (43) To determine whether the proposed premium rates for health insurance coverage are reasonable
and not excessive, inadequate, unjustified or unfairly discriminatory—
lossratic-describad-infsection5 the commissioner may consider:

(a) the health insurance issuer's financial position, including but not limited to surplus, reserves, and

investment savings;

(b) historicai and projected administrative costs and medical and hospital expenses, including medical
trends; ‘

(c) the historical and projected medical ioss ratio;

{(d)-any-anticipated-changs-inthe number-of enroliees-it-the-propesed premium-raie-is-approved;

(ed) changes to covered benefits or health plan design, along with actuarial projections concerning
cost savings or additional expenses related to those changes;

(fe) changes in the health insurance issuer's health care cost containment and quality improvement
efforts following the health insurance issuer's last rate filing for the same category of health plan;

(1) product development and startup costs, drug and other benefit costs or expenses, and product
age and credibility; and

(hg) whether the proposed change in the premium rate is necessary to maintain the health insurance

issuer's solvency or to maintain rate stability and prevent excessive rate increases in the future-;
{h} Historical and projected claims experience;

{i) Trend projections related to utilization, and service or unit cost; «-==-+-{ Formatted: Indent: First line: 0.25" )




{1} _Allocation of the overall rate increase to claims and non-claims costs;

{k} Per enrollee ner month allocation of current and projected premium;

{1} Three year history of rate increases for the product or group of products associated

with the rate increase, if the product is three years old or older; otherwise any

available rate history;

{m)Employee and executive compensation data from the health insurance issuer’s

annyal financial statements: and

{n} Any other applicable information identified in administrative rules adopted pursuant

to Title 33.
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L4‘) The commissioner shall review rate filings and if applicabl
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haH‘provide a

that the propoesed premium rate is excessive, inadequate, unjustified or unfairly bullets or numbering
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discriminatory. The notice must be provided within 60‘days of receipft»gf_ ﬁlmg

{5} Within 30 days after receiving a notice of deficiency alleging that a proposed rate is +----~ Formatted: Normal, Indent: First fine: 0.5",
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excessive, inadequate, unjustified or unfairly discriminatory, the insurer may amend its rate filing,

request reconsideration based upon additional information, or implement the proposed rate, unless the

rate is “unfairly discriminatory,” as defined in subsection {2){d).

{6) At the end of the 30 day period described in subsection (5}, if the insurer implements a rate +—- { Formatted: Normal, No bullets or numbering }

that the commissioner has determined to be excessive, unjustified or unfairly discriminatory, and if the

rate is above the federal threshold described in 45 CFR 154.200, the commissioner shall file a report

with the Secretary of Health and Human Services, indicating the commissioner’s determination.
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}-The commissioner-may-orderthat premium-refunds-be-mads-to-consumers-who-paid-premiums

pursuantioa-premivmrote-fling-thatwas-subsequentiy-disapproved-orfor-whish-approval-was

ion. The commissioner, upon request

. Trade secret disclosure exempti

NEW SECTION. Section 43

by the health insurance issuer, may exempt from disclosure any part of a premium rate filing submitted




pursuant to [section 1] that the commissioner determines to contain trade secrets as defined in 30-14-
402. The commissicner may not disclose that part of a filing that is subject to a health insurance issuer's

request until the commissioner makes a determination under this section. The commissioner shall

provide the issuer with 30 days advance notice of the determination before releasing the

information to the public.

- NEW-GECTION.-Section-§. Minimum-loss-ratio --refunds-to policyholders-—independent
audits ~rules. {1)}-A-health-insurance-issuer-offering group-orindividual- health-insurance- coverage;
including grardfathered health-plans-as-defined-in-section-128% of the-Rublic Health-Service-Act- 42
B8:C-1 80 —shallwith-respeci-lo-each-plan-yesrerforindhidual coverage foreach poliey-year provide
an-anntabrelund-to-sach-covered-polisyholderor prmarnycerificate-helderunderthe group-orindividual
health-insurance-caverage on-a-pro-rata-basis i theratio-of the-amount of premium-revenue sxpended by
the-health-insurance-issueronreimbursement forclinical-senvices provided-to-enrollacs-and foractivities
federallaw-or-the-pelisy-year forindividual-health dnsurance-coverage if-defined-in-the-pelicy or i net

—{3}-85% for-health insurance lssuers-offering coverage-in-the-large-group-market-or

{23 {a)-The-minimum-loss vatie-for the-individual-health-insurance-market may-be-a-lower parcentage
than-provided-n-subsection-(1) between-danuary 1.-2011.-and-December 31,2013, if:
~{i}-the-commissionerrequests-a-lower percentage-after deternining-that the-application-0f 80%-may
destabllize-the-individual- health-lnsurance market-and
»»»»» -{ii}-the-secretary-of-health-and-human-services-approves-the-reguest:
—-{p}-Baginning-Januan-1-2014-the-determination-of the-ratie-pursuant fo-subsestion-(4 - for-group-or
individual-healthdnsurance coverage must be-based on-the-averages-of the-premiums expended-en-the

sosls-described-in-subsestion (1}-and-the fotal-premium-revenue-for each-of the previous-3-years-for-the

plan-orpelicy:




He-follovdagit are-exciugedtrom-the-lolslamauntofpremivm-rovenoe-used in the-caleulation
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{ta-federal and slate-taxes
{b}licensing feas-or regulatorny fess:and
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sections 13441342 and-4343-ofthe Public Health Serdce-Aet 42801806 Lihrough-42- 1

(4 The-definibions-relating-lo-the-medical- lossratie-and- the-caloulation of the-medical loss-ratio-must

somply-with-applicable-state-and-federal-regulations,
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the-plar-yearorthe policy-year

older-or-serificale-holder mustreceive-a-premium-rafund-thatisrelalive-lo-the-promium

paid-by-the polieyholderor-certificate-holder:

—-{erBromivm-rofund paymenis must be-made-notislerthan-180-days afier the-end oL the plan-year or
the-policyyearRelunds-made-after180-days-mustinclude 10% annualinlorestcaleulated from-the-ond

ndependent-audit required-in-subsestion-{7)-has-been-completed:
— {8} The-loss-ratie-data-must be listed according-todine-orbusiness-ortype-ofmarket-including
ingividuak-small-employergroup;-andlarge-employer greup:

18)-Fhe-commissioner-shallissus-an-annual-public-reportthat-lists: by-health-insurance-issuer-the

actuakloss-raties-experienced in-this-state- in-the-majormedical-health-insurance market-The report-must

audit-report-must-be-filad with- the-commissionernotiater-than-180 days
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setion-must-be-fled-with-the-commissioneratleast 60-days-belore use-iL the miniraum-loss rati
guarantes-is-used-Approval by-the-commissioner is-not-required i the minimun-loss ratio-guarantee-is
used-and-those-filings-are-desmed-approved 80 days-after-fling-

{8} The-commissionsrmay reguestadditionaliniomsation-ermake-further inquires if tha data
deseribed-inthis-saction-appears-to be-iradequate i quastions-atse, or if-possible-srrors are-nole

—{Fy-Fhe-provisions of {sections-3-and-4}regarding withdrawal of approval-and-trade-secret protection

nembership-contract form-by-a-health-insurance

HHROET

NEW SECTION. Section 4. Collection of rating information -- distribution of information. (1)
Health insurance issuers shall transmit to the commissioner rating information and trends in premium
increases that are required by the secretary of health and human services-under-42-115:C.-300gg-84-
The commissioner shall transmit this information to the secretary of heaith and human services.

(2) The commissioner shall post the-publicreportreferred-loinsesction-5l-and the information
described in subsection (1) of this section on the commissioner's website, except for the trade secret

information that may be exempted under [section-43].

NEW-SECTHON.- Section-8Rublis-comment-on proposed rate-increases—Whena-health

NEW SECTION. Section 5. Rules. The commissioner may adopt rules necessary to implement the

provisions of [sections 1 through 94].




NEW SECTION. Section 6. {standard} Severability. if a part of [this act] is invalid, all valid parts

that are severable from the invalid part remain in effect. If 2 part of [this act] s invalid in one or more of

its applications, the part remains in effect in all valid applications that are severable from the invalid

applications.

NEW SECTION. Section 7. Contmgent voidness. If the parts of the Patient Protection and

[ S e

Affordable Care Act that relate to health insurance rates are repealed or found to be

unconstitutional by a court with final jurisdiction, then [this act] is void.

NEW SECTION. Section 188. Codification instruction. [Sections 1 through 9] are intended to be
codified as an integral part of Title 33, chapter 22, and the provisions of Title 33, chapter 22, apply to

[sections 1 through 9].

fiings that affect health insurance coverage in the individual or sroall emslover group market issued on or

after January 1. 2012..
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