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NEW ASSOCIATION HEALTH PLAN LEGISLATION STILL
BAD FOR CONSUMERS

The Nationa Association of Insurance Commissioners (NAIC) today expressed
di sappointment—once more—with today’ s introduction of an Association Health Plan
(AHP) bill the organization strongly feelsisflawed. With only one notable change from the
legislation introduced in the 107" Congress, the NAIC believes the sponsors are continuing
to ignore severe deficienciesin legislation that will result in significant problems for

consumers.
NAIC Objectionsto the Bill Being Introduced Today:

o The bill still allows significant risk selection (“cherry picking”). The change made
in the latest bill is awelcome improvement, but is still insufficient to prevent blatant cherry
picking by AHPs.

o Thebill still provides no additional resourcesto the Department of Labor to
oversee AHPs. The Department of Labor has no experience and no resources to oversee
AHPs adequately. Thiswill lead to plan failures, loss of coverage and unpaid provider
claims. Moreover, aggrieved AHP consumers may not have recourse for help when thereisa

problem.
o Thebill still reducesfunding for state high-risk pools and guaranty funds. The
bill limits the ability of the states to fund high-risk pools for the most vulnerable consumers

and guaranty funds that protect consumers and providers when plansfail.
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o The bill still eliminatesimportant consumer protections. State patient protections,
such asinternal and external appeals, review of marketing materials, adequate network
requirements, and many other protections important to local consumer needs and market

conditions would be preempted.

o The bill still failsto include adequate capital standards and solvency protections.
AHPswould be held to afar lower standard than other insurance companies in terms of
needed capital and assets on hand to cover claims. Thiswill leave AHPs vulnerable to

failure, and consumers and providers vulnerable to loss of coverage and unpaid claims.

The NAIC members remain committed to working with Congress to improve access
to affordable health insurance for small businesses. Unfortunately the legislation being

introduced today fails on both counts.

About the NAIC

Headqguartered in Kansas City, Mo., the National Association of Insurance
Commissioners (NAIC) isavoluntary organization of the chief insurance regulatory officials
of the 50 states, the District of Columbiaand four U.S. territories. The association’s
overriding objective isto protect consumers and help maintain the financial stability of the
insurance industry by offering financial, actuarial, legal, computer, research, market conduct
and economic expertise. Formed in 1871, it is the oldest association of state officials. For
more information, visit NAIC on the Web at www.naic.org.
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