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Dear Mr. Secretary, 

The Alabama Department ofInsurance (DOI) again provides additional support for the DO l's initial request 
made on November 27, 2017, to modify Affordable Care Act (ACA) Small Group Market Risk Adjustment 
transfers. The DOI continues to believe the national risk adjustment program is unable to work as precisely 
in the Alabama Market. We provided support for our initial request the past four years. As before, we do 
not assert that the risk adjustment formula is flawed, only that it produces imprecise results in Alabama. 
Therefore, we ask that you continue to rule favorab ly upon our request to reduce small group risk adjustment 
transfers by50% in addition to the administrative costs reduction, for the 2024 benefit year. 

We also provide support for our initial request made on July 30, 2019, to modify ACA Individual Market 
Risk Adjustment transfers and ask that you continue to rule favorably upon our request to reduce individual 
market risk adjustment transfers by 50% in addition to the administrative costs reduction, for both 
catastrophic and non-catastrophic risk pools. 

Impact ofRisk Adjustment Transfer Reductions for the Smal! Group~ 

Alabama believes removing one half of the calculated risk adjustment transfers would provide additional 
stability to our market. We have four issuers in the Small Group Market in Alabama, still representing just 
three corporate groups. The four issuers that have experience to report for 2018, 2019, 2020 and 2021 are 
Blue Cross and Blue Shield of Alabama, (BCBSAL), UnitedHealthcare of Alabama, Inc., (UHCA), 
UnitedHcalthcare Insurance Company (UHIC), and VNA Health, Inc., (VNA). DOI provides the same 
formatted two tables to illustrate the financial impact ofreductions in transfers. 

Table 1 on page 4 provides data on premium, claims and transfers for tbes:e four issuers in the Small Group 
Market for 2018, 2019, 2020 and 2021 benefit years. Table 2 on page 5 then shows how a reduction in 
transfers by50% would impact financial results. 

De Minimis Impact on Premiumin the Small Group Market 

The Federal regulation asks that we demonstrate our proposal would have a de minimis impact onnecessary 
premium. We have relied upon rate filings to evaluate the impact ofreducing risk adjustment transfers. The 
impactofthe reduction in transfers did not result in an adjustment to any rate exceeding a de minimis level 
ofincrease, (i.e. not more than one percentage premium). 
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FulUre Expectations for the Small Group Market 

We continue to lack credible infonnation to project results beyond what our issuers have provided in their 
rate fi lings. However, based upon the results ofthe last four years we do anticipate that large transfers will 
continue to flow from the small issuer (about 2% market share) to the issuer with a dominant market share 
(about 98% market share). A reduction was approved in 2019, 2020, 2021 and 2022 for 2020, 2021, 2022 
and 2023 benefit years, so rates for 2023 were developed anticipating the reduction. 

Jmpact ofRisk Adjustment Transfer Reductions for the Individual Market 

Alabama believes removing one halfof the calculated risk adjustment transfers would provide additional 
stability to our market. We have two issuers in the Individual Market inAlabama. The two issuers are Blue 
Cross and Blue Shield of Alabama, (BCBSAL), and Bright Health Insurance Company, Inc., (BHIC). 
Starting in 2022, we have a new issuer to join the Individual Market in Alabama. The new issuer is 
UnitedHcalthcare Ins Co (UHIC). Starting in 2023, we will have twonew issuersjoin the Individual Market 
in Alabama. The new issuers are US Health and Life Insurance Company and Centene Corporation. DOI 
provides the same formatted two tables to illustrate the financial impact of reductions in transfers. 

On page 6. Table 3 provides data on premiums, claims, and transfers for the CUJTent two issuers in the 
Individual Market for 2018, 2019, 2020, and 2021 benefit years. Table 4 U1en shows how a reduction in 
transfers by 50% would impact financial results. 

De Minimis Impact on Premium in the Individual Market 

The Federal regulationasks that we demonstrate ourproposal would have a de minimis impact on necessary 
premium. We have relied upon rate filings lo evaluate the impact ofreducing risk adjustment transfers. The 
impact ofthe reduction in transfers did not result in an adjustment to any rate exceeding a de minimis level 
of increase, (i.e. not more than one percentage premium). 

Futw;e Expectations for the Individual Market 

We continue to lack credible information to project results beyond what our issuers have provided in their 
rate filings. However, based upon the results ofthe last three years we do anticipate that large transfers will 
continue to flow from the small issuei (about 1% 1uatkct s ha1e) lv U.u:: i~ut::.r with a dominant market share 
(about 99% market share). A reduction was approved in 2021 and 2022 for 2022 and 2023 benefit years, 
so rates for 2023 were developed anticipating the reduction. 

Conclusion 

In summary, we continue to believe that in a mruket like Alabama's, with an extremely unbalanced market 
share, the risk adjustment program lacks the precision it exhibits in other markets. 

Ifour request is not approved, we believe we will have only two corporate groups provid ing coverage in 
the Alabama Small Group Market and oneofour current carriers will be leaving Individual Market. 
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However, we believe that ifwe continue to have the modified risk adjustment program transferring one half 
the calculated transfers, we may grow tho market in Alabama. We believe our carrier issucrS will remain in 
the market. 

\Ve ask that you continue your approval of our request for flexibility on risk adjustment transfers, extending 
it for the 2024 b<nefit year. 

~...Ac;Z:===~= 
Mark Fowler 
Acting Commissioner 

cc: ,JeffGrant, Deputy Director of Operations, CCIIO 
JeffWu, Deputy Director for Policy, CCIIO 

Page 3 of6 



T.able 1:Alabama small Grou Pre mium, Clalmi, and Risk Ad ustmentTransfers 

2021 

BC8SAL 

UHCA 

UHIC 

VIVA 

Total 

Non•BC:BSAL 

2020 

BCBSAL 

UHCA 

UHIC 

VIVA 

Total 

Non•BC8SAL 

2019 

BCBSAL 

UHCA 

UHIC 

VIVA 

Total 

NorHJC85Al 

2018 

BCBSAL 

UHCA 

UHIC 

VIVA 

Total 

Non--BC8SAL 

(I) 12) 12)/fl) 13) absll3)/il )I 14)0 (2)·(3) 

2.'87,810 

(920,616} 

(1,087,486) 

- - ----- (>79,708) 

------
(2,587,810) 
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Ttble 2: Alabama Sfnall Grou Premium,CJalm1o, 1nd ModiDed RlskAdjustmentTranife.rs (ad"usted 

Ill 12) (21/11) 13) absl(l)/11)) 1•1•12)· 13) 

2021 

BCBSAl 

UHCA 

UMIC 

VIVA 

Tot,! 

Non-BCBSAl 

2020 

SCBSAL 

UHCA 

UHIC 

VIVA l__ --
Total 

- --------

Non-BCSSAL 

201'l 

BCBSAL 

UHCA 

UMIC 

VIVA 

Total 

Non-BC8SA.l 

2018 

BCBSAl 

UHCA 

UHIC 

VIVA 

Total 

Nori-BCBS.Al 
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,.111 mm, ,., 
Pfemlu m Sh•~ C1e1m '" l!l2!i Tr1ni!1il• 

Non-C0t1nlrophic c.t.tHUOC-hit A.II riskpe,ols 

&,054,780 l'}.0?;1) S,009,685 
$.o$4,7M) -'S.09S S,005!.f!.aS 

9..0iU91 4$,481 9,141.07! 

9.092.597} .aa...:.11 9,141,078) 

{47,356] 6.()97.674 

6.HS, 5301 41,$5& 16,037,674) 
&.US.SSO 

2.970,.4$8 l3,S70 2.564.0?! 

2 9704S.S 1U10l U.SS.:.021 

'" ~!B Tr~n'"~1 ..r 

Nori•C.t..stroohit C9t.Ulf0Phlc Afl risl. POOis 

4,027,J~ {2l.S'i) 4,004,643 ,,....
•.017,390) 4004.J U 

,,.s.i15,.m Z-'.Z41 070.$.S, 

4,$45,299) ~ 241) 4,570,S,39} 

3,067,lM 12Ull) J ,0113,137 

3,067,7MJ 2UM ().04),1)7 

1,485,2.2'9 6,71S 1.492,014 
1,4&5,229) (6..785) {1,492.014} 

Data from these tables is taken from issuer's "Supplemental Health Care Exhibit .. , (SHCB) published by lhe National 
ASSQC-iation ofInsurance CommlssionerS, and from lhe .. Summary Report on Permanent Risk Adjustment Transfers", 
(Swnmary Repon), released by the Center for Consumer Information and Insurance Oversight. 
• Premium is developed from Part I, line 1.1 of the SHCE with adjustments to remove. Ri!.k Adjustment accruals 

as identified in the table following Part I. 
• Cl~ims are taken from Part I, line S.O ofthe SHCE. 
• Transfers are taken from Table 4 ofsectiori VI ofthe Summary Report. 
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