Senate Bills 61 and 62:
Modernizing Michigan’s Health
Insurance Market

Testimony
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LEVEL PLAYING FIELD

SBs 61 & 62 regulates all health insurers under the same set of rules,
giving Michigan modern regulations that encourage a stronger
marketplace

= This proposal levels the playing field

because:

.o., SR IAD — All health insurers would be regulated
field would

increase under the Insurance Code and will play by
competition, the same rules

reduce health — BCBSM would have to pay state and local

care costs, taxes like commercial insurance companies
improve quality, . .
m:m mZmo_ : — BCBSM will not have any special regulatory

customers more advantages or burdens — it will be regulated
choice under the same rules as commercial
insurers
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UNPRECEDENTED CONTRIBUTION

$1.56 billion contribution can be used for health care programs to make a

significant impact on Michigan health

Michigan is currently ranked 30th out of 50 states on its overall

health status ...

State health status indicator composite score
relative to national weighted average
Average ranking, 2000-2009

Top quartile

| MS
. #50

Mi
#30

Z
Z

= Michigan is ranked number 30 based on its overall health status
indicator; ranking lower on key health care areas are as follows:
— Number 39 on diabetes
— Number 33 on smoking
— Number 42 on obesity

* Focused, outcome driven spending could result in
significant improvements even by attaining national
average

... and improvements to health status can

drive significant economic competitiveness

= Poor population health drives significant
labor force productivity and economic
performance loss
— Lost economic output due to health
reasons represents $260 billion per year
in the United States’
= Given Michigan’s health status ranking, it is
likely to bear a disproportionate share of this
economic loss
= BCBSM'’s contributions can drive a
significant reduction in the economic loss
by:
— Improve the citizens’ health
— Improve overall productivity
— Create a more competitive business
climate with lower health care costs
= Even a modest improvement (e.g., 5%)
can drive as much as a half-billion
dollars in annual improvement in
productivity, encouraging a more
competitive business climate

1 Health reasons include not working, sick days, and subpar productivity
Source: The Commonwealth Fund (2005), www.americashealthrankings.com
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COMMITMENT TO MICHIGAN
Senate Bills 61 and 62 guarantee that BCBSM will continue to be a
nonprofit, Michigan-based health insurer

Remaining nonprofit allows us to retain our focus on providing

access to affordable care by keeping costs and margins low --
not maximizing profit

The legislation specifically will NOT allow BCBSM to
become a for-profit company

e EEN - = BCBSM would not be sold to an out of state company,
and will always preserving jobs and growth opportunities here in Michigan

OSSR = BCBSM will continue to be governed with members on its

board of directors representing diverse health care
stakeholders

being a Michigan
company serving
the people of
Michigan = BCBSM will continue to serve as insurer of last resort until
2014, when all insurers will share that responsibility
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COMMITMENT TO MICHIGAN

SBs 61 & 62 ensure Seniors will continue to have access to affordable,
high quality care

= The legislation ensures the AG agreement to freeze Medigap
Rates for the next four years will stay in place

= After the freeze, the endowment will be required at least until 2021
to continue to subsidize the Medigap program to help seniors in
need, and $120 million will be dedicated in the new nonprofit fund
to subsidize Medigap coverage.

= This new Medigap structure will not require small business to pay
more for BCBSM insurance to fund the subsidy — which harms their
ability to provide insurance for their employees and create jobs

= Medigap alternatives for seniors, like BCBSM Medicare Advantage,
are similar in cost, yet offer more comprehensive benefits.
Medicare Advantage is also community rated and guaranteed
issue.
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COMMITMENT TO MICHIGAN

BCBSM will remain committed to Michigan

Michigan jobs:
BCBSM
supports over
7,000 jobs

Michigan
economy:
BCBSM has
spent over $331
million in 2010
with Michigan-
based suppliers

Michigan cities:
97% of Blue
workforce is
located in the

downtown areas
of Detroit,
Lansing and
Grand Rapids

Michigan health:
Provides health
insurance to
over 4 million
people
regardless of zip
code

= BCBSM is a nonprofit Michigan

company, an independent
licensee of the Blue Cross and
Blue Shield Association, that
represents our members to
ensure they have access to the
health care they need, when
they need it and at a price they
can afford.

For the past 70 years, BCBSM
has worked as a committed
partner with health care
providers, businesses, labor,
state government and
consumers to improve Michigan
all around

BCBSM’ s goals and purpose would remain the same:

Remain committed to Michigan
control health care costs, and improve health care quality

expand access to health care,

10
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e R e o Editorial: Streamlined Blue
AN Cross bills deserve support

The Blas ks o S ¥ T e resTHoT Sy rar. burthe. A Care Act: 7 7
e e — | A provision revoking the organization's tax-exempt status would provide a
- e L needed influx of tax revenue to the state but also to local governments, and
e e b A ' would bring Michigan into compliance with a provision of the Affordable
g . _ Care Act that requires states to regulate all insurers the same way. 7

SRSV - The move would also make BCBS more competitive by freeing it to set rates

“Ths e wea by tam gty
B s

e el i ey S S

e el aisbone s s stsad e BaeCom ; o e o/ BB |
pasem BT Y Under Snyder’s plan, Blue Cross would pay about $100 millionayearto |
e o et e et e e . state and local governments while retaining its nonprofit status. It would
gy e 2 = 2 | pay about $1.5 billion over 18 years into a separate nonprofit foundation
e e e that would continue Blue Cross' charitable mission.

Tt also wemid il bigced pustionns amed & ha

— 1“.5. T | As we've written before, the move makes sense for everyone.
e ' But the Blues really needed this reform by the turn of the new year, to be
T T N SAE R o e | able to compete fairly with other insurers, With that deadline passed,

| lawmakers should move quickly to make this necessary reform a reality.

_ Detroit Free Press editorial, 1/24/2013 |
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