
  

  
 

From: Paul Klein 
To: Insurance Regulation 
Subject: Regarding Regulation Workshop: R134-24 Dental Loss Ratio 
Date: Wednesday, January 22, 2025 10:09:43 AM 
Attachments: ADA Resolution 306_CDBP2024May.pdf 

WARNING - This email originated from outside the State of Nevada. Exercise caution when 
opening attachments or clicking links, especially from unknown senders. 

Good morning, I am writing to submit the American Dental Association's official policy  on 
calculating dental loss ratio for the workshop's participants to consider. Please see attached. 

Thank you, 
Paul Klein 
(775) 830-7285 
TriStrategies 
Government Relations & Public Affairs 
X @PaulKlein_ 
LI @KleinPaul 

mailto:paul@tri-strategies.com
mailto:regs@doi.nv.gov
http://twitter.com/paulklein_
https://www.linkedin.com/in/kleinpaul/
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Resolution No. ...;3::.:0~6~------~--- New--

Report: _N_/._'A__________________ Date Submitted: _M_av_20_2_4____ 

Submitted By: Council on Den:al Benefit Programs 

Reference Committee: B (Dental Benefits, Practice. Science, Health and Related Matters) 

Total Net Financial Implication: ...;Nc..:.o.=.cn;.;.e=------------- Net Dues Impact: 

Amount One-time ________ Amount On-going 

1 AMENDMENT OF POLICY: MEDICAL (DENTAL) LOSS RATIO 

2 Background: The Council on Dental Benefit Programs has reviewed the following Association policy 
3 addressinQ dental plan loss ratios titled Medical (Dental) Loss Ratio ( Trans.2015:244: 2019:262). 
4 During the review process, the Council sought feedback from members through an online comment form. 
5 The Council received 3 tot3I of 116 comments. Commonters suggested th3t the Council consider the 
6 following when revising the policy: 

7 • Include specific definitions 
8 • Include a specific MLR percentage 
9 • Require robust repor1ing requirements 

10 • Address deduction of expenses from premiums as ·community benefit dollars" such as monies 
11 funneled into foundations as charitable contributions 

12 Based on this input. the Council discussed several issues when amending the current policy. The 
13 sections below provide a summary of Council discussions and justification for the proposed policy 
14 position. 

15 I. Specific Definitions: In trying to define the numerator and denominator the Council considered 
16 similar definitions adopted by states that currently have some form of MLR legislation in place. 
17 The table below provides a summary of existing definitions. 

State Numerator Denominator

Arizona A) the numerator is the sum of all of 
~he following: 

[aims 
i) the adjusted incurred annual dental 

in this slate. 
ii) the amount spent by a dental 
nsurer on activities that improve the 
uality of dental care but does not 

nclude expenses for advertising, 
~romotions or donations to charitable 
'oundations. 

,iii) the amount of claims identified 
lhrouQh fraud reduction efforts. 

b) the denominator is the sum of the annual 
~ental insurance premiums earned in this 
state, excluding: 

i) the annual incurred federal and state taxes.
icensing fees and regulatory fees on dental 
oremiums in this state. 

1i) the annual federal income taxes attributed 
lo the dental line of business for the reporting 
t,ear. 

https://Nc..:.o.=.cn
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alifornia b) Numerator. The numerator of a c) Denominator. The denominator of a health 
ealth plan or health insurer's MLR for Ian or heal1h insurer's MLR must equal1 a 
MLR reporting year must be the ealth plan or health insurer's premEum 
ealth plan or health insurer's incurred evenue, exduding a health plan or hearth 
~aims nsurer's Federal and State taxes and 

icensing and regulatory fees. 

olorado he numerator is the sum of: he denominato·r is the total amount of 
remium revenue, excluding federa~ and state 

egulation · . The amount incurred for clinical axes, licensing and regulatory fees paid, , 
1 

~ ental services provided to enrollees; onprofit community benefit expenditures. and 
ny other payments required by federal law . 

. The amount incurred on activities onproftt community benefit expenditures are 
at improve dental care quality; and 

1 

ommunity benefit expenditures made by 
ntiUes that are exempt from federal income 

. The amount of cfaims payments a.x. These nonprofit community benefit 
dentified through fraud reduction xpenditures included Jn the denominator 
fforts, not to exceed the amount spent ust be limited to the highest of either: 
n fraud reduction efforts 

. Three percent of earned premium; or 

. The highest premium tax rate in Colorado, 
.ultip1ied by the carrier's eamed premium in 

he a licable Cotorado market. 

he numerator is the sum of: he denominator is the total amount of 
remium revenue, excluding federal and sta,te 

1) The amount expended for clinical axes and licensing and regulatory fees 
entat services provided to enrollees: a:ld. For nonprofit ca,rriers that are exempt 

rom Maine taxes, the pro rata share of the 
2) The amount expended on activities rrier's community benefit expenditures may 
ha.l improve dental care quality: and e excluded, in the same proportion that the 

arriefs premium for fully and partially 
3) The amount of claims payments redible Maine dental plans bears to the 
dentified as having been avotded or arrier's total premium for all lines of business. 

captured through fraud reduction p to a maximum of two percent of the gross 
fforts; and remium, before exclusions, for fully and 

artiall credible Maine dental Jans. 

ashlngton ta! toss ratio that is computed by ...the total amount of dental revenues. 
· tal a mount of dental 

1 



 

 

 

d 

May2024-H Page 3010 
Resolution 306 

Reference Committee B 

assachusetts 

final regulation) 

Incurred Claims during a specified 
1 eriod for covered dental se,vices plus 
, ualified Quality Improvement Activity 
xpenses. which is then divided by.... 

Incurred Claims. Dental Services 
ts, including eligible Fraud, Waste, 

nd Abuse Recoveries (The amount of
laims payments recovered through 

ud, waste, and abuse reduction 
fforts, not to exceed the amount of 

ud, waste, and abuse reduction 
xpenses.), incurred in a reporting 
eriod by a Dental Benefit Plan to be 
aid to Dental Providers or covered 
ersons for activities by a Dental 
rovider. 

ualified Quality Improvement Activity:
activity designed to improve dental 

uality that is performed equitably, 
ncluding activities performed by or 
hrough a provider that are primarily 
esigned to improve dental outcomes, 

ncluding, but not limited to, activities 
ith a likelihood of reducing disparities 
mong specified populations or which 
romote and enhance dental wellness. 
QIA is directed to individual patients 

r incurred for the benefit of specified 
egments of patients, increases the 
iketihood of desired ctinical outcomes 

t are capable of being objectively 
easured and/or which produce 
erifiable results, requires expertise, 
ncreases wellness and promotes 
ealth activities, and is directed toward 

ndividuat Members of a Carrier's plans
· r segments of Members, as well as 
oputations other than Members (as 

ong as no additional costs are incurre
or the non-Members, and as long as 
he activity can be supported by 
vidence•based medicine, best clinical 
ractices, or criteria issued by 
rofessional associations ... 

.... earned dental premiums reduced by 
ederal and State Ta~es, Assessments. and 
icensing or Regulatory Fees. 

evada 

tatute 

~erage ratio of losses to premiums 
Heeled.•• 
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ew Mexico 

egulation 

1) Numerator. The numerator is equal 
o the incurred claims for the loss ratio 
e ortin ear. 

2) Denominator. The denominator is the 
arned premiums for the loss ratio reporting 
ear. 

1 
2 
3 
4 
5 
6 
7 

8 
9 

10 
11 
12 
13 
14 
15 
16 

17 

18 
19 
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!1 
!2 
!3 
!4 

!5 
!6 
!7 
!8 
!9 

lO 
s1 
S2 
l3 
S4 

l5 
l6 
S7 
S8 
S9 
m 
!1 

Based on these existing definitions, the Council decided to define the numerator and denominator as 
follows: 

• The numerator is the sum of the amount paid for clinical dental services provided to enrollees and 
the amount paid to providers on activities that improve oral health for plan enrollees. 

• The denominator is the total amount of premium revenue, federal and state taxes, licensing and 
regulatory fees paid, and any other payments required by federal law 

The Council discussed including more specificity around terms used within the numerator and 
denominator such as "amount paid for clinical dental services", "nonprofit community expenditures", etc. , 
within ADA policy. However, given the complexity of such definitions, the Council chose not to include 
these details within the policy. The Council has provided details, as guidance to assist states enacting 
MLR legislation. The Council encourages state dental associations engaged in advocating for MLR to pay 
close attention to accounting for "nonprofit community expenditures" and "fraud, waste, & abuse", etc. If 
the- proposed amendments to the current policy are adopted by the 2024 House of Delegates, the Council 
will include these definitions noted in Appendix 1 within the ADA Glossary of Dental Administrative 
Terms. 

II. Specific MLR percentage: The Council identified 3 states with a specific MLR percentage. 

• New Mexico: 65% 
• Nevada: 75% 
• Massachusetts: 83% 

The Council also noted that the Centers for Medicare & Medicaid Services (CMS) stipulates an 85% MLR 
for Medicaid managed care, even for dental plans that manage the dental benefit in Medicaid (referred to 
as "PAHP" or Prepaid Ambulatory Health Plan) separate from the medical benefits managed by a 
managed care organization (i.e., MCO). 

Other than these existing standards, the Council was unable to identify a data-based methodology to 
establish a numerical benchmark for MLR across the nation. Based on states that currently have a 
reporting requirement (e.g., California), the Council noted that large group plans such as Delta Dental of 
California report an MLR as high as 88%. MLR also varies by large group and small/individual market 
segments. Based on these experiences the Council continues to strongly believe that: 

• MLR should be state specific, and a national number should not be established 
• Existing average MLR by market segment can be a useful guide when first establishing an 

MLR for plans in the state 
• Ultimately states should aspire to achieve a loss ratio of 85% for large group plans and 80% 

for smalVindividual groups over time 

Ill. Robust Reporting Requirements: The Council notes that "MLR reports" are not simply a single 
number. In fact, an MLR report is a detailed reporting of several line items across all the plans 
administered by the carrier. The standard used to report MLR across the health insurance market 
is the MLR Annual Reporting Form {CMS-10418). A similar form was adopted for reporting dental 
loss ratio for plans in California. Publicly reported DLR for California plans can be found at the 
California Department of Insurance and the Department of Managed Care. The Council 
supported the use of the existing MLR standard forms for robust reporting. 
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IV. Charitable Contributions: The Council noted that the traditional definitions of MLR have allowed 
exclusion of funds used for "charitable contributions" from the premium revenue before 
calculating the MLR. As non-profits, several dental carriers purport to support a public health 
mission. The Council strongly believes that non-for-profit registered dental carriers can continue 
to meet their non-profit mission using funding separate from premiums paid by specific employer 
groups for the betterment of their specific employee populations. Directing premium revenue 
away from these employees is in fact inappropriate for these employer/employee groups. For 
these reasons the Council believes that any expenditures for community benefit should not be 
included in the numerator OR deducted from denominator. 

V. Removal of reference to "ERISA plans": The 2019 version of the MLR policy adopted by the 
House of Delegates required adoption of MLR for "ERISA benefit plans". The Council wishes to 
note that the concept of MLR does not apply to self-funded plans. As such, self -funded plans are 
funded by the employer, i.e., the claims are paid directly by the employer and a third party is used 
only to administer the plan. The financial "risk" from any unanticipated claims experience affects 
the employer and not the third-party administrator. In such instances the administrator is not paid 
a premium and instead earns a service fee for services performed such as claims processing, call 
center management, network administration, etc. Given that there is no "premium" paid to the 
carrier, a loss ratio does not apply. 

Based on these discussions, the Council proposes the following resolution. 

Resolution 

306. Resolved, that the policy titled Medical (Dental) Loss Ratio (Trans.2015:244: 2019:262) be 
amended as follows (additions underscored: deletions stFiekeA). 

Medical (Dental) Loss Ratio 

Resolved, that the ADA supports the concept of a "Medical Loss Ratio" for dental plans defined 
as the proportion of premium revenues that is spent on clinical services, specifically: 

(A) The numerator is the sum of (1) the amount paid for clinical dental services provided to 
enrollees and (2) the amount pajg to providers on activities that improve oral health through 
clinical services for plan enronees, 

(Bl The denominator is the total amount of premium revenue. excluding only (1 >federal and 
state taxes. (2) licensing and regulatory fees paid, and (3) any other payments required by 
federal law. 

and be it further 

Resolved, that states pursuing MLR, refer to the definitions of each of the amounts referenced in 
the numerator and denominator within the AOA's Glossary of Dental Administrative Terms 
maintained by the ADA Council on Dental Benefit Programs (CDBP), and be it further 

Resolved, that dental plans, both for profit and nonprofit should be required to make information 
available to the general public and to publicize in their marketing materials to plan purchasers and 
in written communications to their beneficiaries the percentage of premiums that fund treatment 
and the percentage of premiums that go to administrative costs, promotion, marketing and profit, 
or in the case of nonprofit entities, reserves, and be it further 

Resolved, that the ADA support legislative efforts to require dental benefit plans to file a 
comprehensive MLR report annually, which contains the same information required in the 2013 
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10 
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12 
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15 

16 

17 

federal MLR Annual Reporting Form {CMS-10418) along with number of enrollees. the plan cost-
sharing and deductible amounts, the annual maximum coverage limit, and the number of 
enrollees who meet or exceed the annual CQverage limit and to establish a specific loss ratio for 
dental plans in each state.. and ERISA benefit plans. and be it further 

Resolved, that a uspecific loss ratio" be calculated by each state as the average dental loss ratio 
tor each market segment (large group and sma!Wndiyidual groups as defined within the state), If 
the average loss ratio is less than 85% for large group plans and 83% for small/individual groups. 
then states should aspire to establish a mechanism to have MLR improved to at least this 
benchmark over time. For those carriers reporting MLR above 85%, such carriers should be 
required to maintain operations at that Jevel, and be it further 

Resolved, that when a carrier fails to meet the MLR, the carrier be required to issue rebates to 
plan purchasers. and be it further 

Resolved, that instituting an MLR should not result in premium rate increases in excess of the 
percentage increa.se of the latest dental services Consumer Price Index as reported through the 
US Bureau of Labor Statistics. 

BOARD RECOMMENDATION: Vote Yes. 

BOARD VOTE: UNANIMOUS 
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1 Apptndjge1 

GUIDAN1CE ON oeFINlililON OF TERMS 2 

3 The Cal!IDCill sugg~~ thl!la the folh]!Hing serve as g 1;1.nce ror dedln ions for 11mns lhat state:1 could 
consider when institu'llng a !las&. ratio k:lr dental plans. These derin· ·ons were &.ourced om: 

Numerator •de nrtlons: 

• "'Amol!B'lt ~Id ror d1nbl denl3.1 $#l'N ees· ffllU$C onl:,i ilnch.rde direct clairlt$ p3id kl prO\' del'$., 
~Cl g Und t C pita n, CMU'ae'ls. r01 clinical SOl'\lleff coy· d b)' PIM Amot.t-1\t It! Cl not 
indude: 

4 

& 

G 
7 
8 

9 
a 

1. funds willilhetd 1rrom 1pr°'1id -~ ror any r~soo 
2_ owr payme-nls ret.0wrued from pmwdars
3, !'\)' 00st_. r".-g an,oun\ p id by •he P' n enro'llee 
4. adjuS'lm nt& recouped sua it to coordinaoon o1 b 6t polk:IQ . 
5._ pa~•manti recovered lhrough fraud teduciiOn effort& 
6 hare d (!)((liens Lih I al'i for 1.. s of bli! Ir, or Ji s oth 1 NMl'I !hos . _g utpoll1 d, 

melu~ng but not niled to, lhose lhat e for or benefim selM nded pl\an$ il!i.sued by the :sam1e 
C3ffl 

, 
2 
3 
4 
5 
a 

7 • .,Amo t $~nl on otral health rovemen1 actlvioe5,• mu,t only •nelude acllllfue11, th1!1 a.re: 

8 1. dirtded tow· d i!'ldivid\ . I ollees, ,,e .• plan p rtlcij;"Wlnts Oi' ineuilied t;Of' the b!lf11-ef1t 01 
fll)eci ·ed s . _n1s of pbm eftrollee. tg Improve ~~~" 8Jnd Qtl#l.comes. 

2. bM on do #ly ootlnC14. ObJodl't'oty meas all)lo. oviden~•ba$0d Cl'l.1of1a lss.ood t>y tno AOA 
or natimally rocognJZed healthcate qu "l)! Oii'1ilai'!iZatJOn.s 

9 

1. are designed pn.marily to oontrofl or contain costs 
2. are a:icpendituras towards conwnunify benefit or persons not enro/lledl i h plan 
3. Vtere paid for with grant money or °'her fun ng s.eparat& from premium revenue 
4, can bo btlad 01 allocated b~ a Pt'OVldor tor care ooli~ery and whidl, a.11 _th.orafo.re, rnimbllltlliOd 

as cl ical &ewicas 

De111omi111,tor d.tinitionl!I: 

• "Amo1J11t of premium rvvenue· me s ttll mome, paid b'"v a pollc~otler o, s son~ a a 
cond1Cloft of rece1,;11ng CO\letagie from 1he ~SISUer. ,nd"°1ng any fees ot othet CXlinlrlbu11oos 
essoc:i8ted with 'the !health plan, Amounts s.hould 1ndlllde·any s'8te or f,ederal subsidy. 

OYerihead adminis.1Jative cost e;:p,end 1 es lhBt should noe be ln<:luded • ttle numer tor 01 deducted from 
the den.omir,at.or include ipen - LurM retoled w 

• "Nonprofit C01M1unity eJq>Bnditure1" me<al'll!i Bpend!lures for acLMbe& or programs eir:pended by 
lhe carrier for enh cing pt1 heabh for peapte who are nom lbeneficeries of lhe pl.!n. Th" 
includes activities that 

1 are avaa1Ab1e brMd to the public:, e g. activities. supporting waler Ouondation 
2 reduce geographic.., iii ancial or rultur bamers to ac:cen:ing ha alth services or 

https://den.omir,at.or
https://th.orafo.re
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1 3. adYance health care lmDY1!1edg:e 1hJough education or rese ch 'lhat ben.effls the pu ic 

2 • network devel:opment. &econda.ry network savrngs, admi rsil'ative fee&, cl prooessa,g , and 
Lt1iffizatron menegemenl fraud! p.reYen1Jon acfivrtles., provider uedenl:IBhng oir marlc.etng expe111ses 
regardless oJ 'tfflethe'l these acmri'lies ' e performed b\' Rhe CaJJier er outsourc-.ecl to a thirrd-party 
Yendor 

• providera sucn as c wlta :ts. ror professional DI!' adlminislra1ive sel!'VEeS l:ha1 nat 111prese 
compensation or burseme for mvered services pf'D\llded D m ecn ee 

• l ishilfl9 or matntain11\g a eia,ms aefjudLCation $ya · incl1.Kl'ng cOfls rldly c1aa to 
raclH In l'teallh lnfo,matlon eecnno1ogy ll'liat a1e des;; ned pr :m rlly or s.olety to Improve c ms 

p,aymon\ eap ili1iK or co m t ru,gufatoty t(lq ir nts for proc ssing rns 
• d'ev,eloping and exewtng p,~Yldeir contracts. and fees as5i0cla1ed 'W'ilh establ 5, ing c mana ing a 

r,,ovlder network. including fees ~Id to ven(Ji)rs 
• eto~ss. or re-ms.urance oos.ts 
• roct s - s sa1a ~ s, watt.force sa1anes. and bcnafiCs 
• ,gents and broker,, fees, and oommlss.lon:,, 

• General and ed'nnis :etlve expens.es. 

3 
4 
5 
B 
7 
8 
91 

o 
1 
2 
3 
4 
S, 
6 

https://expens.es
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