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

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
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DIVISION OF INSURANCE
STATE OF NEVADA

Resolution No. _306 New

Report: N/A Date Submitted: May 2024

Submitted By: _Council on Den:al Benefit Programs

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

Total Net Financial Implication: _None Net Dues Impact:

Amount One-time Amount On-going

AMENDMENT OF POLICY: MEDICAL (DENTAL) LOSS RATIO

Background: The Council on Denlal Benefit Programs has reviewed the following Association policy
addressing dental plan loss ratios titled Medical (Dental) Loss Ratio ( Trans.2015:244; 2019:262).

During the review process. the Council sought feedback from members through an ontine comment form.
The Council received a total of 116 comments. Commenters suggested that the Council consider the
following when revising the policy:

Include specific definitions

Include a specific MLR percentage

Require robust reporting requirements

Address deduction of expenses from premiums as “community benefit dollars™ such as monies
funneled into foundations as charitable contributions

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

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

State Numerator Denominator
JArizona (A) the numerator is the sum of all of  b) the denominator is the sum of the annual
the following: dental insurance premiums earned in this

tate, excluding:
(i) the adjusted incurred annual dental

claims in this state. i) the annual incurred federal and state taxes,
icensing fees and regulatory fees on dental
(ii) the amount spent by a dental remiums in ihis state.
nsurer on activities that improve the
uality of dental care but does not it) the annual federal income taxes attributed
nclude expenses for advertising, the dental line of business for the reporting
romotions or conations to charitable [year.
‘oundations.

iii) the amount of claims identified
rough fraud reduction efforts.
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lCalifornia

b) Numerator. The numerator of a
ealth plan or health insurer's MLR for
MLR reporting year must be the
health plan or health insurer's incurred
iclaims

c) Denominator. The denominator of a health
lan or health insurer's MLR must equal a
ealth plan or health insurer's premium

evenue, excluding a health plan or health

nsurer's Federal and State taxes and
icensing and regulatory fees.

IColorado

IRegulation

The numerator is the sum of:

. The amount incurred for clinical
ental services provided to enrollees;

. The amount incurred on activities
at improve dental care quality; and

ic. The amount of claims payments
jdentified through fraud reduction

on fraud reduction efforls

efforts, not to exceed the amount spent

he denominator is the total amount of
remium revenue, excluding federal and state
axes, licensing and regulatory fees paid, 1
onprofit community benefit expenditures, and
ny other payments required by federal law.
onprofit community benefit expenditures are
ommunity benefit expenditures made by
ntities that are exempt from federal income
ax. These nonprofit community benefit
xpenditures included in the denominator

ust be limited to the highest of either:

. Three percent of earned premium; or
. The highest premium tax rate in Colorado,

ultiplied by the carrier's eamed premium in
he applicable Colorado market.

Regulation

The numerator is the sum of:

(1) The amount expended for clinical
dental services provided to enroliees;

(2) The amount expended on activities
hat improve dental care quality; and

3) The amount of claims payments
dentified as having been avoided or
captured through fraud reduction

fforts; and

he denominator is the total amount of

remium revenue, excluding federal and state
axes and licensing and regulatory fees

aid. For nonprofit carriers that are exempt
rom Maine taxes, the pro rata share of the
carrier's community benefit expenditures may
be excluded, in the same proportion that the
carrier's premium for fully and partially
credible Maine dental plans bears to the
carrier's total premium for all lines of business,
up to a maximum of two percent of the gross
premium, before exclusions, for fully and

artially credible Maine dental plans.

Mlashlngton

dental loss ratio that is computed by
dividing the total amount of dental
ayments by...

...the total amount of dental revenues.
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Lﬂassachuset’ts

(final regulation)

Incurred Claims during a specified
eriod for covered dental services plus
Qualified Quality Improvement Activity
xpenses, which is then divided by....

dditional Definitions

Incurred Claims. Dental Services

fs, 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

ualified Quality Improvement Activity:
activity designed to improve dental

rough a provider that are primarily
designed 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
ikelihood of desired clinical 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
ndividual Members of a Carrier's plans
r segments of Members, as well as
opulations other than Members (as
ong as no additional costs are incurred
or the non-Members, and as long as
he activity can be supported by
evidence-based medicine, best clinical
practices, or criteria issued by
rofessional associations ...]

earned dental premiums reduced by
Federal and State Taxes, Assessments, and
Licensing or Regulatory Fees.

INevada

tatute

Average ratio of losses to premiums
icollected...
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ew Mexico (1) Numerator. The numerator is equal (2) Denominator. The denominator is the
) to the incurred claims for the loss ratio jearned premiums for the loss ratio reporting
egulation reporting year. ear.

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 {o 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.

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

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

The Council also noted that the Centers for Medicare & Medicaid Services (CMS) sti

for Medicaid managed care, even for dental plans that manage the dental benefit in Medicaid (referred to
as “PAHP" or Prepaid Ambulatory Health Pian) 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
e Existing average MLR by market segment can be a useful guide when first establishing an
MLR for plans in the state

e Ultimately states should aspire to achieve a loss ratio of 85% for large group plans and 80%
for small/individual groups over time

lll. 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 Califomnia. 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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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.

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 stricken).

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) th nt paid to providers on activities that improve oral Ith through

state taxes, (2) Ilcensmg and regulatog fees gand, and (3) any other @yments regunred by .
federal law.

and be it further

Resolv t rsui LR, refer to th finition h of ts ref in
the numerator and denominator within the ADA'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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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 coverage 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 specuf c loss ratio” be caiculated by each state as the average dental loss ratuo

lhe average loss ratlo IS Iess than 85% for large groug glans and 83% for smalllandlwdual g rougs,

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 level, 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

d, that instituti i i in es in excess of the
Qercentage increase of the latest dental semces Consumer Pnce Index as remrled through the

US Bureau of Labor Statistics.
BOARD RECOMMENDATION: Vote Yes.
BOARD VOTE: UNANIMOUS
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1 Appendix 1
2 GUIDANCE ON DEFINITION OF TERMS

3  The Council suggests that the following serve as guidance fer definilions for 12rms that states could
4  consider when instituling a loss ratio for dental plans. These definilions were sourced from:

§  Numerator definitions:

e« “Amount pald for cdinical dental services” must only include direct claims paid o providers,
including under capitation contracls, for clinical services covered by the plan. Amount should not
inciude:

o~

funds withheld Irof providers lor any reason

over payments recovered from providers

any cosl-sharing amouni paid by the plan enrollee

adjusiments recouped pursuant to coordinaton of benefit policies

payments recovered through fraud reduction efforts

share of expenses thal are for lines of business or producls other than those being reporied,
including but not imited to, those thal are for or benefit self-funded plans issued by the same
Carrier

DB LR - O W@
RS =

e |
[ ]

“Amount spent on aral heaith improvement activitles™ must enly include aclivities thal are;

1. directed loward individual enroliees, 1.e., plan parlicipants or incurred for the berefil of
specified segmenis of plan enrollees to improve access and oulcomes

2. based on clearly defined. cbjectively measuradle, evidenco-based criteria issued by the ADA
or nalionally recognized healthcare quality organizations

- WD o

L5

= Expenditures and activities that musi nod be included are thase that

are designed primarily to control or contain costs
are expenditures towards community banefit or personz not enrolled in the plan
were paid for with grant monay or other funding separate from premium revenue

can be bidled or allocaled by a provider for care doliwery and which are. therefore, reimbursed
as clmical services

i s

Denominalor definitions:

« "Amount of premium revenue” means all monies paid by a policyhoider or subscriber as a
condition of recenang coverage from the issuer. including any fees or other conlnbutions
associated with the health plan, Amounts should include any state or federal subsidy.

Overhead adminisirative cosl expendiures that should not be included in the numerator or deducied from
the denominalor include expendilures relaled to

» ‘“Nonprofit community expenditures™ means expenditures for activilies or programs expended by
the camier for enhancing public health for people who are not beneficiaries of the plan. This
includes activities that:

1. are available broadly to the public, e g . activites supporting waler fluondation
2 reduce geographic, financial or cultural barmers to accessing haalth services or
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3. advance health care knowledge thraugh education or research that benefits the public

network development, secondary network savings, administrative fees, clamms processang, and
ulilization managemeni, fraud preventon activibes, provider credentialing or marketing expenses
regardless of whather these activilies are performed by the camier or cutsourced to a third-party
vendor

providers such as consultanis, for professional or administrative services thal <o not represe
compensation ar reembursemeant for covered services provided fo an enrollee

establishing or maintaining a claims adjudication system includ ng costs d reclly related 1o
upgrades in health Information lechnology that are designed primarily or solely to improve clams
paymenl capabilities or o meel regulatory requirements for processing clams

developing and executing provider contracts and fees associated with establishing c- manacing a
provider network, including fees paid to vendors

stop-loss or re-insurance costs

direct sales salares workforce salanes and benefits

agenis and brokers fees and commissions

General and administrative expenses
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