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August 15, 2012 

 
To: Benjamin M. Lawsky 
 Superintendent of Financial Services 
 New York State Department of Financial Services 
 One State Street 
 New York, NY 10004-1511 
 
 George Babitsch 
 Senior Vice President, Account Management and Underwriting 
 EmblemHealth 
 55 Water Street 
 New York, NY 10041 
 
From: James F. Hanley, Commissioner  

City of New York 
Office of Labor Relations 
40 Rector Street, 4th Floor 
New York, NY 10006 

 
 Mark Page, Director   

City of New York 
Office of Management and Budget 
255 Greenwich Street, 6th Floor 
New York, NY 10007 

CC:   Cas Holloway, Deputy Mayor for Operations   
City of New York 
City Hall 
New York, NY 10007  

 

Re: 2013 HIP – Large Group Prior Approval Rate Filing 

File Type: Rate Filing pursuant to Section 4308(c) 

Date Submitted: 7/19/20127/19/2012 

SERFF Tracking Number: HPHP-128544756 

State Tracking Number: 2012070188 
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The City of New York (the City) has received required notice to policyholders from the Health 
Insurance Plan of New York (HIP), an EmblemHealth company (a non-profit corporation), 
regarding its 2013 premium rate increase of 10.13% for the City effective July 1, 2013, and has 
reviewed HIP’s 2013 large group rate filing.  As HIP’s largest single customer with 
approximately 60% of this group’s enrollment, we have a significant vested interest in this rate 
filing to ensure it is fair to the City, its plan members, and other policyholders.  As a result we 
are submitting our comments during the 30-day comment period and we respectfully request 
that the Department of Financial Services (DFS) review and take appropriate action by having 
Emblem modify their rate application. 

1. EmblemHealth’s Annual Reports as well as their Statutory – Basis Financial Statements 
for 2010 and 2011 consistently show that HIP is providing capital support to the Group 
Health Incorporated Plan (GHI), an EmblemHealth company, as a result of GHI’s poor 
business performance. 

HIP has provided GHI $165 million through a Section 1307 loan that includes a 
2% interest rate.  This action is to the detriment of the HIP policyholders.  We 
request that HIP apply the $165 Million as an asset (dividend) to its 2013 HIP 
rate filing.  The proposed HIP rate increase would be approximately 3% lower. 
However, we understand that such a transfer of funds may need to be applied 
across multiple HIP plans. 

2. The Financial Rating Agency FITCH affirmed HIP’s BBB rating and stated HIP’s 
capitalization metrics remain very strong. 

In  2011, HIP, a not-for-profit corporation, produced net income of $201 Million 
and $240 Million in 2010. 

HIP’s reserves levels are at or exceed the statutory requirement of 12.5% of 
premium income. 

EmblemHealth’s 2011 annual report shows almost $1.7 billion in unrestricted net 
assets which represents 17.7% of the total premium income of Emblem.  
Assuming the statutory requirement of 12.5% of premium, Emblem, as a non-
profit corporation, is holding almost $500 million in reserves above required 
levels. 

We request that EmblemHealth prorate these reserves to its HIP business.  We believe 
that if this change is made, the proposed HIP 2013 rate filing would be another 3% lower 
than the amount filed. 

3. The current HIP large group HMO rates include an expense item for commissions and 
broker fees of approximately 0.7% of premium.  The City does not pay its consultants on 
a commission basis and this load in the premium is to the detriment of the City.  We 
request that HIP re-file its rates to exclude commission and handle commission 
payments as a rider for each policyholder to choose how and how much they 
compensate their broker/consultants.  This approach is similar to the base rate 
adjustments policyholders make on selecting benefit variables outlined in the rate filing.   
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The City desires that this change become effective no later than January 1, 2013, 
thereby reducing the City’s premium rate on and after that date.      

4. The City understands that community rating allows for geographical adjustments to the 
premium rate determination.  Furthermore, the Covered Lives Assessment (“CLA”) 
imposed by New York State are geographically based upon the county where the health 
plan participant resides.  The City would prefer to remit the Covered Lives Assessment 
based on the City’s actual participant’s residence rather than the bundled pool approach 
utilized by Emblem.  The City requests that the DFS allow the City to make direct 
payments to HIP outside of the premium rate basis for both the Covered Lives 
Assessment as well as the Section 332 Assessment, which, in part, is a direct add on 
percentage to the CLA.  It is not the City’s desire to avoid or reduce its obligation of 
payments of these assessments, but only to remit them outside of the HIP community 
premium rate basis.   

5. Congress has passed The Moving Ahead for Progress in the 21st Century Act (Public 
Law No. 112-141) that includes the Pension Funding Stabilization Bill that may reduce 
Emblem’s employee pension costs for 2012 and 2013.  Generally, pension funding could 
be reduced 20% to 30% under the law.  The City requests that Emblem’s reduction in 
pension cost be reflected in its 2013 rate basis.   

6. The Rate Summary Worksheet (that is included in HIP’s rate filing and is attached) 
shows Administrative Costs are increasing 5.6% on a per-member per-month basis.  
This increase is generally unreasonable and the HIP retention level is not competitive in 
the marketplace, particularly given that HIP is a not-for-profit corporation under Article 43 
and therefore is not subject to state premium taxes and income taxes.  We request that 
HIP’s retention level be brought in line with retention levels of the marketplace. 

Administrative costs should be further offset by investment income on Emblem’s 
$1.7 Billion in assets. 

7. The Rate Summary Worksheet also shows claim projections for both calendar years  
2012 and 2013.  Projected increases in the following claim components are all above 
competitive and reasonable levels in the marketplace.  Unit cost reflects approximately 
72% of the overall claim increases. In each of the following cases, we request HIP 
provide additional information to document its need for such increases.   

Capitation, which accounts for approximately 35% of overall claims, is proposed 
to increase by 10.3%.     

In-patient hospital claims, which account for approximately 21% of claims, are 
proposed to increase by 13.3%.   

Outpatient claims, which account for approximately 13% of claims, are proposed 
to increase by 11.3%.   

 

Prescription drug claims, which account for approximately 7% of claims, are  
proposed to increase by 10.3%.   
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8. Based on Exhibit 7 to HIP’s rate filing (attached), the HMO Prime plan is the largest and 
has the lowest expected loss ratio (except for the closed Vytra HMO plan). Given that 
the rate changes are similar among all the plans, we are concerned  that the HMO prime 
plan is subsidizing the Access 1, POS Prime and Access 2 plans. Even though the 
subsidy, if any, would be small, we request that the HMO Prime plan not subsidize any 
other EmblemHealth plan. 

9. We request that HIP provide, for each separate claim component, the actual cost and 
utilization claim trend rates for the largest single group in the rating segment (as HIP did 
in its Actuarial Memorandum supporting its rate filing for utilization trend of professional 
services.) 

 

The City has had a long-term relationship with Emblem.  As an interested party to this rate filing, 
the City does not believe this rate filing is in the best interests of the City and other 
policyholders.  As a result, the City respectfully requests that the Department of Financial 
Services reject this rate filing and require Emblem to address the issues noted above in any re-
submission. 

Thank you for your attention to these matters.  The City would welcome the opportunity to 
discuss the above concerns directly with the Department of Financial Services. 

 

Attachments           














