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Honorable Kathleen Sebelius, Secretary
Centers for Medicare & Medicaid Services
Department of Health and Human Services
Attention: CMS-9964-P

P.O. Box 8016

Baltimore, MD 21244-8016

Re:  CMS-9964-P; Comments to Notice of Proposed Rulemaking on Patient
Protection and Affordable Care Act; HHS Notice of Benefit and Payment
Parameters for 2014

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
HHS Notice of Benefit and Payment Parameters for 2014. California appreciates the
opportunity to comment on these important regulations.

California appreciates the significant effort involved in establishing the benefit and
payment parameters for 2014 to ensure proper implementation of market stabilization
programs outlined in the Affordable Care Act. California also appreciates the guidance
that HHS has proposed with regard to all three premium stabilization programs and the
medical loss ratio program of the Public Health Service Act. In these comments, which
are presented in chart format, we offer suggestions for improvement of the proposed
rules. As mentioned in the enclosed chart, California has concerns related to the
proposed regulations to implement the Risk Adjustment and Temporary Reinsurance
programs.

Although California intends to use federal services to perform the risk adjustment and
reinsurance function, we strongly urge you to replace the proposal for a national
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reinsurance pool with a system of collections and payment that are calculated state-by-
state. Also, the proposed risk adjustment methodology, which uses claims data to
determine risk adjustment payments, could significantly disadvantage California
managed health care plans that pay for health care services through capitated
arrangements rather than on a fee-for-service basis. Specifically, California strongly
recommends using pharmacy data in addition to demographic and claims data when
determining risk scores for health plans in states with a high proportion of capitated
providers. Please see the attached chart for the details about specific issues and
recommendations. We would welcome an opportunity to develop an approach to risk
adjustment that works for California’s health care delivery system and the managed care
plans that operate in this state.

The enclosed comments reflect the consensus of all the signatories to this letter. Should
you have questions concerning the comments, please direct them to all three agencies.
Thank you for taking these comments into consideration as you finalize the rules and as
California approaches the full debut of the Patient Protection and Affordable Care Act,
which we have all worked diligently to successfully implement.

Sincerely,

Coe o

Dave Jones, Insurance Commissioner

Bt Oy

Brent Barnhart, Director, California Department of Managed Health Care

Peter V. Lee, Executive Director, California Health Benefit Exchange
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