DEPARTMENT OF

Managed

Health *:re

State of California
DEPARTMENT OF INSURANCE
DEPARTMENT OF MANAGED HEALTH CARE
CALIFORNIA HEALTH BENEFIT EXCHANGE

COVERED
CALIFORNIA

December 26, 2012

Honorable Kathleen Sebelius, Secretary

U.S. Department of Health and Human Services
200 Independence Avenue, S.W.

Washington, D.C. 20201

Re: CMS-9980-P; Comments to Notice of Proposed Rulemaking on Patient
Protection and Affordable Care Act Standards Related to Essential Health
Benefits, Actuarial Value, and Accreditation

Dear Secretary Sebelius:

On behalf of the State of California and many of the entities responsible for
implementing the Patient Protection and Affordable Care Act in the state -- the
Department of Insurance, the Department of Managed Health Care, and the California
Health Benefit Exchange -- we submit the enclosed comments on the proposed rules
for Standards Related to Essential Health Benefits, Actuarial Value, and Accreditation.
California appreciates the opportunity to comment on these important regulations.

California applauds the significant effort involved in memorializing the benchmark
approach described in the Essential Health Benefits Bulletin, as well as finalization of the
method for calculating actuarial value originally described in the Actuarial Value and
Cost Sharing Reductions Bulletin. California also appreciates the development of the
actuarial value calculator, a tool that will facilitate compliance with, and enforcement of
the levels of coverage requirement. We request that states be allowed to use state-
specific data sources for actuarial value calculation beginning in 2014. Without this
flexibility, California consumers will likely face higher cost sharing because benefit
designs will be priced at a national average that does not take into account California's
lower utilization and unit cost for health care services.

Based on the benchmark approach described in the Essential Health Benefits Bulletin,
California enacted two statutes that selected a small group HMO plan, the Kaiser
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Foundation Health Plan, Inc. Small Group $30 Copayment Plan, as California's base-
benchmark plan. The statutes, Insurance Code section 10112.27 (S.B. 961, Stats. 2012,
Ch. 866) and Health and Safety Code section 1367.005 (A.B. 1453, Stats. 2012, Ch. 854),
provide the framework the state will use in implementing the essential health benefits
requirement in California. The statutes provide that California will supplement the base-
benchmark plan with the Children's Health Insurance Program benefit for pediatric
dental services and Federal Employees Dental and Vision Insurance Program for
pediatric vision services. Also, California chose to define habilitative services and
require parity with the base-benchmark plan's coverage of rehabilitative services.

In these comments, which are presented in chart format, we offer some suggestions for
the proposed rules. Due to the short time frame in which to comment, it is possible that
additional comments will be forthcoming early next year. Because the enclosed
comments reflect the consensus of all the signatories to this letter, please direct any
questions regarding the comments to all three agencies.

Thank you for taking our comments into consideration as you finalize the rules and we
approach the full implementation of the Patient Protection and Affordable Care Act,
which we have all worked so diligently to successfully implement.

Sincerely,

Dave Jones, Insurance Commissioner

Brent Barnhart, Director, Department of Managed Health Care
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Peter V. Lee, Executive Director, California Health Benefit Exchange
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