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Testimony in Support of Maryland SB 703 and HB 552-  3/4/2015 
 
As a licensed agent with the State of Maryland, I have spent most of my career directly 
servicing the business community and marketplace impacted by these two bills.  I have 
dedicated 18 years with the principal focus of providing insurance solutions to companies with 2 
to 1,000 employees.  I have a strong practical working knowledge of the marketplace and the 
consumers these laws will impact. 
 
In my opinion, these bills are essential in order to provide sustainable long term stability in the 
expanding Maryland small group health insurance market place. 
 
At the core of the bill are three distinct issues for your consideration: 
 

1. Is the current law in the Annotated Code of Maryland that established a reinsurance specific 
deductible limit of $10,000 good and essential law in the time in which it was written? 

2. Has the passage of time and the medical inflation that has occurred during that time, 
undermined the core function of the current law?  (Effectively making the laws protection 
practically meaningless). 

3. If the market is allowed to use a self-funding vehicle to adversely select from the small group 
risk pool (Maryland Small Group risk pool –MSG) will this create market instability and with this 
negatively impact the consumers within Maryland? 

 

Issue 1- Was the law written in 1994 good and sound policy that was essential to protect the MSG 

insurance market from being adversely selected against (pulling favorable risk from the market, and 

leaving less than the average risk behind to share the premium burden)?  The short answer is yes.  The use 

of self-funding has advantages for employer groups willing to partner with a carrier and assume risk in 

doing so.  They are creating a positive incentive to manage risk and control costs.  However these 

methods cannot be created in parallel to an open market risk pooled program that has no restrictions from 

movement in and out of the risk pool.  What essentially will happen is illustrated on the information 

graphic below: 
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Over simplified view of how risk pools are impacted by over selection: 

 
 

Assuming administrative costs of 15-20% are basically constant for both markets (give or take 2-3%), the 

average cost of insurance for each represented group is 100 (100 x 10= 1,000 covering the cost of the 

pool).  It is easy to illustrate visually that “member 10” at a risk of 300 is benefiting from the pooled 

community rating.  

 

 

If 50% of the market determined they could create a fully insured, no to low risk solution in a competing 

market at a premium savings of 20%, they could effectively reduce their costs from 100 to 80.  The 

remaining 5 members would be left to cover the costs of the claims totaling 830, now being shared by 5 

members or 166 per member (66% increase).  As this trend continues, significant financial burden is left 

on the members remaining in the pool.  If the spiral continues, the few remaining members will not be 

able to pay the premium to offset their risk.  If a small scale move of healthy risk occurs, the impacts can 

actual result in the opposite effect positive effect (increasing the total number of insured members at value 

based price points).  But with the changes within the Affordable Care Act, coupled with the unadjusted 

$10,000 specific deductible limit in Maryland, major carriers are positioned to create a significant market 

shift that will negatively impact this market.  

 
If you believe in the essential need for a small group market, the appropriate specific deductible limit is a 

key and necessary requirement to protect the risk pool from this shift. 



 

  

Issue 2- Has the passage of time undermined the usefulness of the $10,000 deductible limit law?  This is 

the easiest issue to address.  The simple unequivocally answer is “Yes”.  Since 1999 to 2014 health 

insurance premiums have risen by 191%.  This coupled with shifts in cost to members through higher 

deductibles and out of pocket expenses, the total cost of protection has doubled in the past 15 years alone.  

The $10,000 specific level deductible remaining unchanged for over 20 years has clearly diminished its 

relevant position in comparison to the total cost of insurance protection. A minimum adjustment of 2.5 to 

4 times would be required to nullify the impact of medical inflation changes over the past 20 years. 

 

Chart illustrates the premium changes over the most recent 15 years: 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Chart illustrates the 500% growth in higher deductibles being utilized by workers in the past 8 years: 

 
 

 

Issue 3- If the Maryland Small group market was impacted negatively by the expansion of self-funded 

health plans adversely removing healthy risk from the MSG health pool, will consumers in Maryland 

being substantially harmed?  My position is that a small and appropriate amount of self-funding does not 

create market instability.  However a legal environment that allows what is effectively a fully insured 

alternative priced market, just for the preferred health population, will have a substantially negative effect 

on the Maryland Small group marketplace.  Rather than describing the inequities that would be created 

generally, I offer some specific information on my clients that I know would be harmed significantly by 

the loss of price protections within the MSG market. 

 

Example 1- Small business in Maryland that voluntarily provides health benefits to their employees, who 

have known health risk that would be completely uninsurable if not for MSG market.  This small 

employer takes great pride in providing health insurance benefits for the employees and their families that 

work for him.  One employee, whose attendance is near 100% for 3 years in a row, suffers from kidney 

disease.  In the last 10 months, the employee has begun weekly dialysis, which annually cost in the area 

of $225,000.  This risk alone could not be borne by the 5 employees of this company.  In the absence of a 

fairly priced MSG market, the employer would be forced to stop providing health care benefits.  For the 

employees of this company that earn more than 400% of the federal poverty level, the impact to them 

losing the employer provided health coverage would be devastating.  I know this because we have done 

the analysis for the company.  One 62 year old employee who earns $50,000 a year would be facing 

premiums in excess of $985 per month.  This represents over 23% of the total gross income, which he will 

be required to pay after tax.  This is not a hypothetical, or a theoretical example, this is a real small 

employer in Maryland who utilizes the protections of the MSG market.  Any threat to that market will 

result in uninsured members and the loss of the employer’s voluntary participation in the health insurance 

premiums. 



 

Example 2 – Mid-Size Employer required to “Pay or Play” within the Affordable Care Act (ACA) as an 

Applicable Large Employer (50-99 employer size), but only insures the 10 fulltime year round eligible 

staff.  This group has a seasonal business that extends beyond the 120 day protection of ACA, but has 

very few year round employees that qualify for health care.  Under market changes, this group will 

continue to be protected from adverse rating due to the expansion of small group to 100 Employees FT/ 

FTEs.  For this employer, the absence of a MSG market would create an economic hardship and unfair 

restriction of trade.  The pay or play rules within ACA would mandate either a non-deductible tax penalty 

or the offer of Affordable health coverage, but would provide no protection of an affordable market place 

for the purchase of affordable health coverage.  The mandate penalty for not offering coverage is NOT 

limited to the 10 eligible employees, but rather would apply to all employees working 130 hours or more 

in any month.  In the high season, this monthly penalty would exceed more than $20,000 per month.  

Requiring the employer to provide health coverage under one set of rules, while not providing protection 

from rate uncertainty under another set of rules, is inherently unfair.  

 

Unintended and unmeasured consequences: 

 

Other factors can be predicted with large scale movement of small employers to self-funded insurance 

vehicles.  An employer may be pressured not to hire employees with known health conditions, HIPAA 

privacy concerns can rise through smaller groups self-funding, and the lack of regulation would signify a 

move away from the pooled group rating adopted by Maryland in 1994.  The “self-funding” of groups 

with as few as 5-10 employees fails the general sensibility test in labeling these insurance vehicles as self-

funding.  Bringing self-funding to this size groups, creates procedural issues related to hiring, the 

department of labor and general privacy concerns.  Larger employers spend substantial resources in 

developing safe guards to protect against the risks in both hiring and the management of their health 

plans.  This level of protection and surety will be hard to replicate in groups with 5-6 employees.  In 

examining my own clients, I know that I regular have to spend time training them on procedures relating 

to the protection of electronic data and personal insurance files.  If we expanded that access to the claims 

details of a self-funded plan, these micro sized employers may struggle with the obligation of acting as a 

plan sponsor.  

 

In conclusion, as a broker I will always seek the most cost effective solution for my client that is legally 

available.  This most recently has included providing the pros and cons to large employers in offering 

medical plans with substantially no protection for hospital coverage and surgical benefits.  Since 

November, the viability of such plans is without substantial merit.  However, our obligations as brokers is 

rarely to do what is best for the market, but rather to do what is best for our client. 

 

In many ways you have a much higher and difficult responsibility.  You have to do what is best for the 

whole, even if some consumers are not left in as favorably a position.  Today I take the opportunity to put 

myself, with my experience, in your shoes.  I am not concerned about the single client in front of me, but 

rather the market as a whole.  In that context, protecting a risk pool from not being cherry picked will 

have obvious and potentially profound impact on the market.  Ultimately this creates instability and will 

leave consumers without viable alternatives to become insured.  Based on that analysis I respectfully 

request your support of bills SB 703 and HB 552. 

 

Sincerely: 

 

Chris Carroll 

A/SC&D 

 

 

 

 



An example of how cherry picking risk negatively impacts a risk pool and creates a 

destabilization of rates: 
 

A fully insured health plan charges a premium to the consumer for a specified period of time.  
Regardless of the claims of that group, the insurance carrier bears all the risk and rewards 
associated with the claim activity of that group. 
 
In the traditional insurance market, some factor of the premium charged was based on the 
known or predictable health risk of the group.  For example, if a company had an employee 
actively undergoing dialysis, the estimated cost of that procedure alone would be $250,000. 
 
Let’s assume this company had 10 single, male employees all 40 years old.  If the associated 
average risk of an average 40 year old male is $4,000 per year, the total risk of this 10 person 
group would be $40,000 + $250,000 known high risk = $290,000.  The rate per person would 
be $29,000 per year.  The group would be uninsurable on its own merits. 
 
This situation led to market reforms in which risk pools have been created to avoid the loading 
of medical risk into the premiums of any one employer group.  The assumption is this group 
would be a risk outlier in a pool of 100 similarly situated employer groups.  On its own, this 
group could not been insured, but as part of a pool of 100 groups the premium load is much 
less dramatic.  If the other 99 groups were average, the net impact would be as follows: 

 1 high risk outlier group- cost per employee $29,000 

 99 average risk groups- cost per employee $4,000 

 Blended average rate per 100 pooled risk groups- $4,250 

 The average rate group was loaded by 6.25% to absorb the high risk load of the 
one group 

This is the model Maryland has adopted since 1994 to provide an affordable solution and a fair 
market place for all Maryland small employer groups.  Risk pools are not “fair” to the most 
preferred health risk, as they are paying in to a system more premium then would be required if 
measured on their own risk.  The fairness does balance out over time, as employers in the small 
market place cannot predict their own future risk needs.  They cannot hire or fire based on 
health conditions, nor can they predict future accidents or high risk illnesses.  There for, over 
time a risk pool is fair to all in balance.    
 
There is argument that allowing preferred risk discounts could actually increase the overall buy 
in to a pools success, as it sets a range of fair price points with incentives towards consuming 
health care wisely.  However there is not a credible argument that supports a pool’s 
sustainability, if it is allowed to be cherry picked by a dual preferred health risk only market. 
 
In examining the usefulness of self-funding, what we see is some employers are encouraged to 
participate in a risk arrangement known as self-funding.  This has historically not been seen as 
competition for small group risk pool members, as the risk sharing aspects of the arrangements 
kept these options limited to larger employers willing to act partially as their “own insurance 
company”.  As they demonstrated willingness to take the risk, it demonstrated a true self- 
funded solution that earned exemption from the Maryland Small group rules.  The $10,000 
specific deductible was principally the controlling aspect that limited the usefulness of this tool 
for small employers.  Over time, the inflated costs of health care has allowed more small 
employers to create a fully insured insurance solution using the structure or chaise of a self-
funded plan design.  Not for the purpose of taking risk and increasing the creative options 



allowable within self-funding, but rather as a vehicle to allow underwriting in a market segment 
that currently does not permit medical underwriting.  Simply put, better rates for better health 
risk.  As in our example, this group does not want to pay the 6.25% increase in pooled charges 
for the dialysis patient. 
 
To see how this can happen with a low $10,000 specific deductible, but cannot in a higher 
specific deductible, we can examine a simplified example: 
 
Current assumption: 

 The Preferred health 10 employee group has been paying $4,250 per employee of $42,500 for 
the group of 10 employees 

 Assume the employer pays 100% of the premium 
 The actual risk of the preferred group is predicted at $2,000 per employee 
 If the group purchases a policy with a $10,000 specific deductible and a 115% attachment point, 

the risk to the employer is: 
o No more than $10,000 for any one member 
o No more than $23,000 in total claims payments for all members 
o This makes the maximum risk under this arrangement  

 $23,000 in maximum claims 
 Plus fixed costs of the reinsurance and administration of the plan 
 Assume fixed costs of $15,000, the group has built a self-funded plan with 
 $38,000 in maximum and $33,000 in projected costs 

 This arrangement represents total costs at maximum, below that of the pooled community rates.  
This arrangement causes no self-funded risk to the client, and is ONLY viable because their 
predicted claims were much lower than the pool of MD small group.  

 
If the above example represented 1% of the MD small group pool, the impact to the remaining 
pool would be negligible: (99 groups left in the pool would see an increase from $4,250 per 
member to $4,272 per member or ½% increase). 
 
In pool reality, 50% of the population in the pool uses 5% of the total claims. 
 
If this shift occurrence could be replicated to impact the top 50% of the sample pool, the net 
result would be an increase in cost per member left in the pool from $4,250 to $8,100 (the pool 
lost 50% of the premium, but only 5% of the claims costs). 
 
In demonstrating how the increased specific deductible level protects the small group pool, 
while still permitting self-funded arrangement for those wishing to take risk, we can examine 
the 10 employee group purchasing a $40,000 specific deductible: 
 

  The Preferred health 10 employee group has been paying $4,250 per employee of $42,500 for 
the group of 10 employees 

 Assume the employer pays 100% of the premium 
 The actual risk of the preferred group is predicted at $2,000 per employee 
 If the group purchases a policy with a $40,000 specific deductible and a 125% attachment point, 

the risk to the employer is: 
o No more than $40,000 for any one member 
o No more than $105,000 in total claims payments for all members 
o This makes the maximum risk under this arrangement  

 $105,000 in maximum claims 
 Plus fixed costs of the reinsurance and administration of the plan 
 Assume fixed costs of $10,000, (reduced since they are buying a higher specific 

deductible) the group has built a self-funded plan with 



 $115,000 in maximum and $28,000 in projected costs 

 This arrangement represents total costs at maximum, above that of the pooled community rates.  
This arrangement causes self-funded risk to the client, and is not viable for a group of their size 
due to the risk associated with claims at maximum.  It does not prevent a small group from 
leaving the pool to examine self-funding, but it makes the employer group carrier risk.  This risk 
ensures that it is not simply an opportunity to underwrite themselves out of the small group pool, 
but rather a bona fide desire to be self-funded.   

 The feasibility of this arrangement will likely require more employees, and a true risk 
arrangement to make practical sense.   

 
Larger employers with 80-100 employees can absorb the risk associated with higher aggregate 
deductibles, while smaller employers will find less feasibility in these strategies.   
 
In examining how the increased specific deductible can practically work in the larger employer 
group size, we can examine a 100 employee sample group: 
 

 100 employees with predictable risk of $2,000 per employee 
 $40,000 specific deductible 
 Fixed costs $1,000 per employee x 100 employees= $100,000 
 No more than $40,000 in claims cost for any one claimant 
 Claims at maximum: $375,000 
 Claims at Projected: $300,000 
 Cost summary: $400,000 projected cost and $475,000 maximum cost 
 As the pooled group cost was $425,000 this larger group is likely to consider self-funding as a 

bona fide vehicle to provide an effective solution to their health care needs 

 There is true and appropriate risk borne by the employer 
 The arrangement correctly represents the principals of self-funding 

 
Why the issue is critical today more than any time over the past 10 years is because of the 
market conditions emerging in Maryland. Maryland small group market is being pulled from both 
ends.  The small employer’s commitment to benefits is eroding.  The pressure on the market is 
enhanced by the presence of the new guaranteed issue and underpriced individual market.  And 
now several major carriers are building and have built products to capitalize on the opportunity 
to medically underwriter in this Maryland Small group market through the use of fully funded 
self-insured plans.  This is what is unique about today’s market that could initiate the pricing 
death spiral in the Maryland small group market.  
 
If the goal is to eliminate the Maryland small group market, I would suggest taking no action on 
this bill.  If the belief is this market provides needed consumer protection and is a necessary 
market place for Maryland small business, you are compelled to take action to protect it. 
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Suzanne Henig <Suzanne.Henig@bobsbmw.com> Thu, Sep 24, 2015 at 5:32 PM
To: "nick.cavey@maryland.gov" <nick.cavey@maryland.gov>
Cc: Bob Henig <Bob.Henig@bobsbmw.com>

Mr. Cavey,

 

As business owners, my husband, Bob Henig, and I have been dedicated to providing a living wage, good
benefits, and a good work environment for the 3040 people we’ve employed over the years.  Usually
employmentrelated bills don’t have a negative impact on our business because whatever the bill is proposing
has usually already been in place for years at Bob’s BMW Motorcycles.  SB 703 / HB 552 is a different story
that could hurt not only us, but our employees as well.

 

For over 25 years we paid 100% of our employees’ health insurance premiums.  When our rates went up 21% in
2014, we had to reduce that to 90% of the premiums.  Employees now pay 10%, still a good deal for them but it
was a bitter pill for us to swallow after all those years of proudly paying 100%.  The only way we can afford 90%
is because we have a selffunded health plan that includes stoploss coverage.  Our coverage has a specific
deductible of $10,000 per covered person.

 

I understand that our current plan is grandfathered in and I've been told that it will stay that way as long as we
remain in the selffunded market.  But we have had to change carriers and/or reduce benefits every few years
because of rate hikes.  My options have now been narrowed further under the law; if we leave the selffunded
market for a year or two, there is no going back. 

 

We could not participate in a selffunded plan if we had to absorb the first $22,500 of an employee’s medical
expenses instead of the first $10,000.  We couldn’t take the risk; $10,000 is scary as it is.  It might not be a big
deal for bigger companies, but we just can’t absorb any more.  Conventional health plans are a lot more
expensive than the selffunded plans, so our employees would have to take on a higher share of their premium
costs. 

 

Of course our renewal rates are always what drives what we can do for our employees.  Every year is a new
adventure.  I’m always trying to find the best health coverage for my employees that we can afford, and I need
all the options I can get. 

 

Suzanne Henig

Bob's BMW Motorcycles

10720 Guilford Road
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Jessup, MD 20794

3014978949 x211

www.bobsbmw.com

 

Bob's Events Schedule

 

 

 

tel:301-497-8949%20x211
http://www.bobsbmw.com/
http://www.bobsbmw.com/community/evtcalendar/bob_calendar.html
http://www.facebook.com/bobsbmw
http://www.bobsbmw.com/
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Medical Stop Loss Public Hearing 

Maryland Insurance Administration 

September 28, 2015 

 

 

The Maryland Association of Counties (MACo) and the Maryland Municipal League 

(MML) would like to thank the Maryland Insurance Administration (MIA) for providing 

the opportunity to comment on the study of the use of medical stop-loss insurance in self-

funded employer health plans as required by Ch. 494, Acts of 2015. The following 

individuals will comment regarding the impact of stop-loss policy changes on local 

governments and of any changes to the attachment points or consumer protections in 

medical stop-loss insurance policies and contracts.  

 

Andrea Mansfield, Legislative Director, MACo 

Tom Curtin, Government Relations and Research Associate, MML 

James Hechler, Vice President, Actuarial Services, The Benecon Group 

Martin Hale, Director of Human Resources, Kent County 

Andrew Bowen, Town Administrator, Middletown 
 

At this point, our central concern is for the Maryland Local Government Health 

Cooperative. The Cooperative is an insurance pool whose membership is limited to 

Maryland’s counties and incorporated cities and towns, and was established to allow 

public entities to more efficiently finance their employee health benefits through self-

funding. The Cooperative was formed in 2010 and currently has 19 local government 

members. 

For small counties and municipalities of all sizes, the Cooperative represents an 

opportunity to maintain relatively high benefit offerings for their employees through 

self-insurance, an option that would be unavailable to them acting alone. Through the 

Cooperative, counties and municipalities come together and support each other by 

sharing in both the risks and benefits of self-insurance. As a result, these local 

governments avoid unexpected and cost-prohibitive premium increases from year-to-

year. Members have found that self-insurance allows for greater, more flexible and 

transparent coverage at a lower cost to employees. In turn, savings have been passed on 

to both taxpayers and employees. 



Page 2 

For these reasons, both MACo and MML were pleased that the final version of this 

legislation included a two-year sunset and a study to further examine issues and their 

effects on local governments. MACo and MML welcome the opportunity to provide 

MIA with information regarding the current self-insured market and the impact of 

changes to stop-loss law on local governments. We will also work to gather additional 

information from our members and consultants as questions arise during the course of 

this study 

Today, a representative from Benecon (the actuary for the Cooperative) and two local 

government representatives will speak to the benefits of the Cooperative and how the 

changes made to the stop-loss market in Ch. 494 will affect future participants in the 

cooperative. MACo and MML representatives will also share the data and resources 

they can provide following this hearing to assist with the study. 

MACo is currently collecting information relative to stop-loss carriers and the specific 

and aggregate attachment points for the counties that self-insure and should be able to 

provide this information in late fall. MACo is also willing to survey its members for 

additional information the MIA may need to complete the Study. MML is conducting a 

survey of its members based on the study language in CH. 494 and will compile that 

information as well. 

Thank you again for the opportunity to comment today. Both MACo and MML look 

forward to working with the MIA on this important study. 



Julia M. Huggins 
President, Mid-Atlantic Region 
Vice President, CHLIC 

 
 
Proud National Sponsor of the March of Dimes WalkAmerica®… the Walk that Saves Babies 
 

“CIGNA” and “CIGNA HealthCare” refer to various operating subsidiaries of CIGNA Corporation.  Products and services are provided by these operating subsidiaries and not by CIGNA 
Corporation.  These operating subsidiaries include Connecticut General Life Insurance Company, Tel-Drug, Inc. and its affiliates, CIGNA Behavioral Health, Inc., Intracorp, and HMO or service 
company subsidiaries of CIGNA Health Corporation and CIGNA Dental Health, Inc.  In Arizona, HMO plans are offered by CIGNA HealthCare of Arizona, Inc. In California, HMO plans are offered 
by CIGNA HealthCare of California, Inc. In Connecticut, HMO plans are offered by CIGNA HealthCare of Connecticut, Inc. In Virginia, HMO plans are offered by CIGNA HealthCare Mid-Atlantic, 
Inc. In North Carolina, HMO plans are offered by CIGNA HealthCare of North Carolina, Inc. All other medical plans in these states are insured or administered by Connecticut General Life 
Insurance Company. 
 

 
 
 
 
 
 
 
 
 
 
 
October 13, 2015 
 
 
The Honorable Alfred Redmer 
Commissioner, 
Maryland Insurance Administration 
200 Saint Paul Place 
Suite 200 
Baltimore, Md 21202 
 
Dear Commissioner Redmer: 
 
 Thank you for the opportunity to comment on the study proposed under Chapter Law 494 of 
2015.  Please include this letter as part of the public record prepared in conjunction with the study and to 
supplement the record from the September 28th, public hearing in Baltimore. 
 
 Cigna is dedicated to helping the people we serve improve their health, well-being and financial 
security.  Cigna offers products and services under the Connecticut General Life Insurance Company 
(CGLIC) or the Cigna Health and Life Insurance Company (CHLIC).  Cigna-HealthSpring, formerly Bravo 
Health, also offers a variety of Medicare Advantage related products.  All of these Cigna companies 
proudly serve our Maryland customers by providing health care solutions to meet their unique needs. 
  
While we recognize that your charge when completing this study is far-reaching, we recommend that you 
more heavily weigh the criteria contained in section 2, paragraph 12 of the law.  This section requires “an 
assessment of the impact on local governments and small employers of any changes to the attachment 
points…”  
 
During the September 28th public hearing you heard directly from a number of Cigna’s private and public 
sector employer customers about the important role stop loss insurance plays in their benefits strategy.  
Companies that self-fund can offer custom health care plans, tailoring benefits to meet the specific needs 
of their workers.  Employers have a stronger incentive to promote better employee health and workplace 
wellness because they pay their employees’ health costs directly.  The employers present at the hearing 
spoke directly about the many positive features of self-funded benefits. 
 
Many employers struggle financially to provide health benefits to their employees and self-funded plans 
are sometimes the only means by which they can afford to provide coverage.  Every additional dollar 
spent on benefits coverage is one less dollar that a business can spend to hire new employees or invest 
in their products/services.  In this regard, the current market for stop loss in Maryland has served small 
employers well.  Small employers deserve the same choices available to large employers.  We believe 
that variety, choice and competition in the employee health benefit market benefits employers of all sizes 
in Maryland.  Choice of funding options, with the financial protection of stop loss insurance, is critical to 
maintaining robust competition. 
 

 

 
111 S. Calvert Street 
Suite 1600 
Baltimore, MD 21202 
Telephone 410.864.1880 
Facsimile 800.657.3073 
julia.huggins@cigna.com 



Julia M. Huggins 
Vice President, CHLIC 
President, Mid-Atlantic Region 
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Stop loss coverage provides a financial safety net that allows small businesses to provide health care for 
millions of households nationwide.  With stop loss coverage, businesses that self-fund can avoid financial 
ruin when faced with a sudden surge in claims, such as those related to a flu outbreak, catastrophic 
injury, or serious illness. 
 
Any proposed stop loss regulation that effectively denies small employers access to self-funded plans 
could disadvantage Maryland employers Vis a Vis their competitors in other states.  Under the federal 
Affordable Care Act’s employer mandate, employers with more than 50 full time employees or full time 
equivalent employees must offer health benefits coverage.  Self-funded plans that are “affordable” to 
individual employees and provide “minimum value” as defined in the law satisfy the coverage 
requirement.  There are some small employers who may only be able to satisfy this mandate by offering a 
self-funded plan with the financial protection of stop loss insurance.  If that option is not available to them 
in Maryland, they may decide to locate their business in another state.  
 
Cigna stands ready to work with you and your staff to help prepare the study required by law.  If you have 
any questions or need additional information, please do not hesitate to contact me. 
Thank you for the opportunity to comment on this study framework and for the productive working 
relationship that we enjoy with the MIA.  With every best regard, I am 
 
Sincerely, 

 
Julia M. Huggins 
President, Cigna Mid-Atlantic Region  
Vice President, CHLIC  
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Outline for Maryland Insurance Commissioner meeting on 9/28/15 

 

Background: 
Kent County employs approximately 200 people. For FY14, our average employee age was 44.9, and our 

average member age was 37.7. 

We offer 100% paid medical coverage to our workforce and share the costs of dependent coverage with the 

employee.  

In 2004, the cost to medically insure our workforce was approximately 1.3M, eventually doubling by 2009, just 

5 years later.  

Premium costs were rising so quickly at a time when salary increases were unrealistic due to the economy. 

In an effort to save money, we began bidding our medical yearly. 1 vendor would not bid because we were 

pitting them against each other.   

By FY09, the county had begun searching for ways to curb expenses to save the county and the employee’s 

money.  

We looked into shifting some premium costs to employees, raising deductibles and co-payments, and lowering 

the level of coverage offered.  

In FY09, we chose a high deductible plan (1200/2400) and fully funded an HRA in an effort to save money. We 

have had the same 12/24 deductible ever since.  

In FY11, we joined the LGIT pool. 

 

Reasons for joining the co-op: 
Premium stabilization: While the initial premium was comparable to what we were paying for a fully insured, 

high deductible plan, the possibility of smaller premium increases was a strong possibility. In fact our premium 

increase history is as follows: 

FY13: 9.87%, FY14: 5.62%, FY15: 2.86%, and FY16: 3.39%.  

For the last 2 years, Kent County’s premium increases were less than medical inflation.  

Transparency: With fully insured plans, we regularly had difficulty obtaining claims history or experience 

which may or may not support the increases.  

Another option not available at the time: On Maryland’s Eastern Shore there we only 3 medical insurance 

vendors able to provide our population with services locally: Care First which did not include Delaware doctors 

and hospitals, United Health Care and Coventry. CIGNA was another option. 

 

  

 

 

 

 

 



 

 

 

Benefits of self-insurance/ Co-op:  
 

Surplus return: after satisfying a pledged cross share of our surplus to help offset co-op members shortages, 

the remaining surplus is returned to the county for other uses. Kent County trends out medical usage and 

budgets estimated surplus in the same year. This allows the county to make decisions about the necessity to 

raise taxes in real time, not after the fact. 

Transparency: requested information is provided quickly, helping us to make decisions based on facts, thereby 

saving time and money. 

Benecon: Great company, knowledgeable staff, impeccable service. 

 

Submitted by S. Martin Hale 

 

 









 
 
 

 

 

 

October 9, 2015 
 
 
The Honorable Alfred W. Redmer, Jr. 
Commissioner  
Maryland Insurance Administration 
200 Saint Paul Place 
Suite 200 
Baltimore, MD  21202 
 
(via al.redmer@maryland.gov) 
 

RE:  Town Hall Meeting June 22, 2015  
Stop-loss Insurance 

 
 
Dear Commissioner Redmer,  
 
As Managing Partner of a public accounting firm serving businesses throughout 
the Eastern Shore, I am writing to you on the subject of stop-loss insurance.  I 
attended the town hall meeting held by the Maryland Insurance Administration in 
Salisbury on June 22nd, and I appreciate your effort to learn the views of Maryland 
citizens on important insurance issues.  Stop-loss insurance is an important tool 
for our business, and also for many of our business clients throughout the Eastern 
Shore.   
 
PKS & Company, P.A. has 65 employees.  It is essential that we provide a 
competitive compensation package in order to maintain the high quality we 
expect from our workforce.  One of the most important components of that 
compensation package is health insurance.   
 
You are familiar, I’m sure, with the volatility that has burdened health insurance 
costs in recent years.  As an employer, and speaking also for the employers that we 
represent, we need stability in all of our operating costs.  Several years ago, we 
decided to move from a standard health insurance policy to a self-funded 
approach.  That approach can only work if it is accompanied by appropriate stop-
loss insurance.  We were concerned that the Maryland General Assembly passed a 
bill earlier this year that would make stop-loss insurance less flexible as a 
component of a self-funded plan.  I understand that the bill also calls for a study 
by your office that may result in further restrictions to stop-loss insurance.   
 
The purpose of this letter, therefore, is to advise you of the critical importance of 
this tool to our company and many other businesses who use it, and also to ask 
that no further restrictions be added at this time.  I frankly don’t understand why 

mailto:al.redmer@maryland.gov
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legislators would want to make it more difficult or more expensive for us to provide this important 
employee benefit.  If, indeed, there may be valid policy reasons for any further changes, I suggest that 
a thorough analysis of the actual use of stop-loss insurance be conducted by your office.  I am happy 
to share our experience with you if you wish. 
 
Finally, it’s worth noting that the Congress recently adopted a change to the Affordable Care Act that 
would permit employers like us, with between 50 and 100 employees, to remain in insured plans that 
are comparable to our current self-funded plan.  That’s a good thing, and I have been told that your 
office has authorized this change in Maryland.  That is the kind of insurance policy that is helpful to 
both employers and employees, and I commend your decision.  I hope you will also recognize the 
importance of self-funding to employers like PKS who try to do the best before their employees. 
 

Thank you for your consideration. 
 
 
 

Daniel M. O’Connell II, CPA/PFS, CVA 
Managing Partner 

 
 
 
 
 
 
cc: The Honorable Mary Beth Carozza (Marybeth.carozza@house.state.md.us)  
 The Honorable Sheree Sample-Hughes (sheree.sample.hughes@house.state.md.us)  

mailto:Marybeth.carozza@house.state.md.us
mailto:sheree.sample.hughes@house.state.md.us
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Maryland Insurance Administration 
Stop-Loss Insurance Study 

Comments 
Submitted 16 October 2015 

 

 
The Maryland Women’s Coalition for Health Care Reform appreciates the 

opportunity to provide comments on the study of stop-loss insurance in self-funded 

employer plans as called for under Chapter 494 of Maryland State Law 2015.  The 

Coalition is a  nonpartisan, nonprofit statewide alliance of thousands of individuals and 

100 organizations with a mission to advance health equity through access to high-

quality, comprehensive and affordable health care for all Marylanders.  It is through that 

lens that we wish to specifically address the request for comments on "... the consumer 

protections in medical stop-loss insurance policies and contracts and the desirability of 

maintaining or adjusting the current statutory consumer protections."   We believe that 

there are serious issues that must be addressed to ensure that those consumers who 

participate in self-funded plans have the same protections and quality of coverage as 

those in the individual and small group market.   

 

In the Coalition's 2015 General Assembly testimony  on HB552 we cited two specific 

areas should be addressed.  These remain a high priority and include provisions that 

require the: 

 Prohibition of early termination or rescission other than for fraud and intentional 

misrepresentation. 

 Carrier to honor any claim which the employer is legally obligated to pay.  

 

In addition, we believe that stronger disclosure requirements and greater 

transparency are absolutely essential.  Consumers, who participate in these plans 

based upon the decision of their employers,  must have a full understanding of the 
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specific terms of the plan and the implications for themselves and their families.  In this 

area we believe that there should be:  

 

 Disclosure requirements that include:  (1) all liabilities that may accrue to the 

employer; and (2) any conflict of interest on the part of the seller of the policy or 

contract.  

 Transparency relating to the collection and use of individualized demographic 

and health data with an opt-in requirement for individuals.   

 

To this latter point, we were particularly concerned by the testimony at the Maryland 

Insurance Administration's  September 29 hearing about employers' current access to, 

and use of, individualized medical histories.  We recognize the MIA's regulatory 

limitations as regards the issues raised.  However, the potential negative impact on 

consumers is one that we believe would be of concern to others.  Therefore, we take this 

opportunity to lay out what we see as some of the relevant issues.   

 

At the hearing, one of the scenarios laid out to highlight the positive aspects of self-

funded plans was the implementation of an incentive program to promote annual 

checkups.   While we would agree that the goal is worthy, it illuminates the issues 

around  consumer privacy and protections and illustrative of these, and related to it, are 

the concerns being raised about the increasing use of personal data to inform the design 

and application of wellness programs.  These are coming under increasing criticism for 

the lack of privacy protections with the issues being explored in recent articles in Kaiser 

Health News (KHN)1.  On September 30, KHN cited a number of suits being brought by 

the Equal Employment Opportunity Commission (EEOC) against wellness programs on 

the basis of employment discrimination.  It then cites an EEOC proposal to strengthen 

consumer protections.  Advocates, however, point out, that "the proposal includes a 

large loophole: It allows employers to get individual data provided to the wellness 

programs if needed to administer their health plans."   The article goes on to point out 

                                                           
1
 Privacy Advocates Urge Stronger Protections of Employee Health Data.  Susan Appleby, September 30, 2015  

Kaiser Health News http://khn.org/news/privacy-advocates-urge-stronger-protection-of-employee-health-data/ 
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advocates' concerns that, "the EEOC hasn’t defined clearly what 'administer' means or 

why, in any case, the information would be needed."    

 

We believe this reinforces the need for stringent consumer protections  with strict 

regulation on the use, and sharing, of individualized data with self-funded plans.  It also 

calls for greater transparency, with the ability for consumers to op-in should they agree 

to have their information released to their employer and/or the plan administrator.  

 

Under the Affordable Care Act, consumers in self-funded plans do benefit from many of 

the protections afforded to those in the individual and small group market.  Examples 

include the ban on annual and lifetime limits and discrimination based on pre-existing 

conditions.  However, there is, as evidenced in the EEOC cases, the opportunity to 

circumvent these with wellness programs.  We believe this also applies to self-funded 

plans, as evident in the September 29 hearing testimony.    In addition, employees in 

self-funded plans are already at a disadvantage over those who are covered by Qualified 

Health Plans, because the former plans are not required to provide the Essential Health 

Benefit package.  Without adequate transparency and protections employees in self-

funded plans will potentially be at an even greater disadvantage than other 

Marylanders.   

 

We would ask the Maryland Insurance Administration to take these and other consumer 

protection issues into consideration as it prepares its analysis of medical stop-loss 

insurance in self-funded employer health plans.   

 

Again, the Coalition appreciates the 0pportunity to provide these comments and would 

welcome the opportunity to work to ensure that consumers' privacy and rights are 

protected and in these plans   

 

Submitted by:   

Leni Preston, Chair 

leni@mdchcr.org  
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Nick Cavey MDInsurance <nick.cavey@maryland.gov>

Re: Yesterday's oral testimony
1 message

Nancy Egan MDInsurance <nancy.egan@maryland.gov> Tue, Sep 29, 2015 at 8:46 PM
To: Tom Curtin <Tomc@mdmunicipal.org>
Cc: Candace Donoho <CandaceD@mdmunicipal.org>, Andrea Mansfield <AMansfield@mdcounties.org>, Nick
Cavey <nick.cavey@maryland.gov>

thanks Tom.

Nancy J. Egan, Esq.
Director of Government Relations
Office of the Commissioner
Maryland Insurance Administration
200 St. Paul Place
Baltimore Md 21202
New email address: nancy.egan@maryland.gov
4104682488  Fax: 4104682020
Cell: 4436049599
www.insurance.maryland.gov

Follow us on Facebook
www.facebook.com/MDInsuranceAdmin 
Sign up for eNotices
https://public.govdelivery.com/accounts/MDINSUR/subscriber/new  

On Tue, Sep 29, 2015 at 3:58 PM, Tom Curtin <Tomc@mdmunicipal.org> wrote:

Hi Nancy,

 

Thank you for the opportunity to speak.  Below is a short statement from Mr. Bowen on the Town of
Middletown’s experience in the co‐op, along with answers to some specific questions I asked in my survey. 
I’ll continue to gather information for the MIA study.

 

Thanks again,

Tom

 

 

 

Andrew J. Bowen

Town Administrator

mailto:nancy.egan@maryland.gov
tel:410-468-2488
tel:410-468-2020
tel:443-604-9599
http://www.insurance.maryland.gov/
http://www.facebook.com/MDInsuranceAdmin
https://public.govdelivery.com/accounts/MDINSUR/subscriber/new
mailto:Tomc@mdmunicipal.org
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31 West Main Street

Middletown, MD 21769

abowen@ci.middletown.md.us

301.371.6171 Ext. 12 (Office)

301.371.6474  (Fax)

240.674.8937  (Cell)

 

The Town moved to the coop due to increasing cost of health insurance.  The cost savings was not only
enough to cover the cost of the health insurance but also allowed the Town to fund the employees HSA
accounts to cover the deductible.  In addition, the cost savings over the past 3 years has allowed the Town to
provide additional coverages for the employees for vision and dental.  The employees love the new insurance,
easier to use, wellness programs, and newsletters that help inform our employees.  The key to this system is
that it benefits both the employer and employee to monitor their own health because it saves money for both. 
It has truly been a winwin for the Town, its employees, and taxpayers.

 

 

         When did you join the coop and why?

The Town joined the coop in 2011 to try and control better the cost of health insurance to the
Town.  Previous increase rates were increasing on the order of 25%35% each year.

 

         How many employees are covered, and what is the average age of your covered members?

13 FTE. 46 years old is our average age.

 

         What health insurance program/coverage did you have before?

CareFirst BlueCross BlueShield

 

         What has been your average cost savings? How have you used this money?

Between $17,000$23,000 each year.  Not counting the very low percentage increase in
premiums to the employees.  The Town Board funds a wellness program, about $2,000 each
year and the rest goes back in the General Fund to provide services to our residents.  In
addition, the Town has increased coverage for vision and dental with the savings.

 

         Can you speak to general coverage (better than before, same, less)?

Much, much better!  Less paper work, faster processing, and the key feedback on the group.

 

         Did you receive money back at the end of the year because claims came in lower than expected?

mailto:abowen@ci.middletown.md.us
tel:301.371.6171%20Ext.%2012
tel:301.371.6474
tel:240.674.8937
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Yes.

 

         What has been your general experience with claims administration? (compared with fully insured?)

Better, more responsive, and quicker.

 

         Have you had any employee feedback about the program?

The employees, of course, love having lower health insurance rates and they like the wellness
programs.

 

         Are you likely to stay in the coop?

Absolutely!

 

 

 

From: Nancy Egan MDInsurance [mailto:nancy.egan@maryland.gov] 
Sent: Tuesday, September 29, 2015 9:50 AM
To: Candace Donoho; Andrea Mansfield; Tom Curtin
Subject: Yesterday's oral testimony

 

First, thank you for providing the panel at yesterday's public hearing. I thought it went well yesterday.   I was
sorry that there was not more interest from the public.   Could I obtain a copy of the oral comments by Kent
County and the town of Middletown?   I thought it would be nice to include them on the website.

 

Thanks.

 

Nancy

Nancy J. Egan, Esq.
Director of Government Relations

Office of the Commissioner
Maryland Insurance Administration
200 St. Paul Place
Baltimore Md 21202
New email address: nancy.egan@maryland.gov
4104682488  Fax: 4104682020

Cell: 4436049599
www.insurance.maryland.gov

 

Follow us on Facebook

mailto:nancy.egan@maryland.gov
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tel:410-468-2020
tel:443-604-9599
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www.facebook.com/MDInsuranceAdmin 

Sign up for eNotices

https://public.govdelivery.com/accounts/MDINSUR/subscriber/new  

The information contained in this email, and attachment(s) thereto, is intended for use by the named
addressee only, and may be confidential or legally privileged. If you have received this email in error, please
notify the sender immediately by reply email or by telephone at the number listed above and permanently
delete this email message and any accompanying attachment(s). Please also be advised that any
dissemination, retention, distribution, copying or unauthorized review of this communication is strictly
prohibited.

The information contained in this email, and attachment(s) thereto, is intended for use by the named
addressee only, and may be confidential or legally privileged. If you have received this email in error,
please notify the sender immediately by reply email or by telephone at the number listed above and
permanently delete this email message and any accompanying attachment(s). Please also be advised
that any dissemination, retention, distribution, copying or unauthorized review of this communication is
strictly prohibited.
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