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To whom  it may concern:

Docket  No.:  19-00049-R[,E-LH

IN THE MATTER OF PERMANENTLY  ADOPTING  BMERGENCY RULE 13.19.4  NMAC.  MULTff'

EMPLOYER  WELFARE  ARRANGEMENTS
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I, Ronald Foster Seaton, A.S.A., M.A.A.A.,,  am a Member of the American Academy of Actuaries, and"rneAt the %J

Qualification Standards of the American Academy of Actuaries to render both general and specific statements of  (,l

actuaria) opinion in matters pertaining to health insurance. Nevertheless, in presenting  the following  comments

relating to the proposed Rule 13. 19.4 NMAC, I am not providing actuarial service  for  any principal,  client,  or

employer;  therefore these comments  do not comprise  official  statements  of  actuarial  opinion.
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I would  like  to commend  the OSI  for  implementing  the emergency  rule, and now  seeking  to permanently  adopt  it.

The Superintendent's  letter  of  March  5, 2018  to the U.S. Department  of  Labor  makes much-needed  note  of  the

potential  for  fraud  and abuse posed by the offering  of  association-based  group  insurance.  The proposed  rule largely

protects  consumers,  to the extent  possible,  from  the special dangers  of  multiple  employer  welfare  arrangements  as

compared  to ordinary  employer-based  group  coverage.  However,  it is important  to note that  the generalized

inclusion  of "associations,  discretionary  groups  or trusts"  in the rule's  applicability  (in Subsection  13.19.4,2,A),

coupled  with  the stipulation  in Subsection  13. 19.4.7.A  that "A]]  association  hea)th plans ge  multip]e  employer

welfare  arrangements",  is critical  to maintaining  such protection,  and must not  be removed  even if  argument  is

presented  against  it.

Similarly,  I would  propose  that guidance  be given  to the Superintendent's  discretion  with  regard  to administration  of

Paragraph  (4) of  Subsection  59A-23-3.A  NMSA  1978,  in the form  of  the addition  to 13.19.4.7  NMAC  of  a partial

definition  of"substantially  similar  group"  as follows:

'13.19.4.7  ...

0.  "Substantially  similar  group",  as used in 59A-23-3.A(4)  NMSA.  1978 means, at least, and without

exclusion  of  other  criteria,  an entity  which  is, or an association  of  entities  which  are, at least as dispassionately

removed  from  the pertinent  welfare  benefits  as employers  are in obtaining  benefits  under  group  health insurance.'

Moving  to more  technical  issues within  the nile:

r would  also suggest  that  definrtions,  or m least c)arificmion,  be included  forthe  terms  "uncmered  expenditures"  in

Subsection  13.19.4.14.C  NMAC,  and "contributions"  in Subsection  13.19.4.15.A  NMAC.

Subsection  13.19.4.11.A  refers to an application  format  which  seems to exist on the OSI  website  as "Summary  of

Required  Documents  ....";  item 16 of  this document  refers to "Paragraph  (I)  of  13.19.4.11(C)(1)",  which  I believe

should  read "Paragraph  (1) of  13.19.4.11  NMAC".

Paragraph  13.19.4.11.B(8)  refers  to "13.19.4.11.24  NMAC";  I believe  this should  be "13.19.4.24  NMAC".

Subsection  13.19.4.11.B  does not specify  that the application  should  state the desired  effective  date for  the MEWA;

I would  suggest revision  of  Paragraphs  (12)  and (13)  of  this  Subsection  to become  Paragraphs  (12)-(14)  as follows:



"  (12) the names and license numbers of any third-party  benefit  administrators  administering

health  benefits  offered  by tlie MEWA;

(13)  the requested  date ofinitia)  registration  ofthe  MEWA;  and

(14) any additional  information  requested  by the superintendent."

In order to facilitate the use of previously approved forms by insurers,  I propose  that a Paragraph  (3) be added to

Subsection  13.19.4.  I1.C  NMAC  as follows:

"  (3) form numbers and SERFF filing numbers  of  all previously-approved  forms  that  will  be

used by each insurer in providing benefits on behalf of the MEWA.  No coverage  or benefits  may be provided  unless

the forms specifying such coverage or benefits have been approved  by the Superintendent  for  use by the MEWA."

I suggest that Paragraph (1) of 13. 19.4. 1 l.D NMAC be modified to specify that the "appropriate  loss and loss

adjustment reserves"  exclude the deposit required  per 13.19.4.14.A  NMAC.

Subsection 13.19.4.12.D NMAC refers to "Chapter  59A, Section  18";  I believe  this  should  be "59A-18-12"  or

"Chapter  59A, Ariicle  18, Section 12".

Subsection  13.l9.4.l4.ANMACallowstheSuperintendenttorequireadeposit'!esserorgreaterthanotherwise
required";  I suggest tliat  "lesser  or"  be ren'ioved  troin  tlie subsection.

Subsection  13.19.4.19.C  NMAC  states that "A  MEWA  must  apply  to the superintendent  for  a determination  of  the

individual  excess stop-loss  insurance  limit."  Before  this rule  can be implemented,  OSI  needs to specify  the means by

which  this application  is made; the limit  is not specified  in the "Summary  of  Required  Documents...."

The first  sentence of  Subsection  13.19.4.19.D  NMAC  refers  to '!iability  in excess  of  a specified  amount  of  losses";  I

suggest that the reference  be modified  to specify  claims  )osses.

Subsection  13.19  4.19.D  NMAC  also specifies  that "aggregate  excess coverage  may be in the form  of  incurred  basis

stop-loss  insurance  or paid basis stop-loss  insurance";  I believe  tlie permission  of  paid basis stop-loss  insurance  is

unwise,  but  failing  removal  of  that permission,  I suggest  tliat  the reporting  period  under  paid basis insurance  should

be no less than one year, as three months  is offen insufficient  security  for  groups  of  less than severa) thousand

insured  individuals,  because a single  extended  inpatient  case outstanding  at the end of  a policy  year can overnin  the

aggregate  limit  of  a relatively  small  group,  and tlie nile  permits  groups  of  as few  as 100 insureds. This  proposal

would  put incurred-basis  and paid-basis  coverage  on a "level  playing  field"  in this regard.

Despite  the merits  of  Subsection  13.19.4.19.E  NMAC,  unless it is known  that there  are stop-loss  policies  in the

market  which  have the language  proposed  in the subsection,  I suspect that it will  be difficult  or impossible  to

implement,  and I would  suggest its deletion.

With  regard  to Section  13.19.4.20  NMAC,  the rule  provides  for  cessation  of  self-flinded  coverage;  I suggest  that the

nile  should  also provide  for  the conversion  of  a self-funded  A4EWA  to a fully-insured  MEWA  without  ceasing  to

provide  coverage.  I do not  suggest  that the nile  should  also provide  for  the conversion  of  a fiilly-insured  MEWA  to a

self-funded  MEWA.

Reference  in Paragraph  (2) of  13.19.4.22.A  NMAC  to the date of  March  l for  filing  of  an audited  financial

statement  might  be consistent  with  59A-5-3  NMSA  except  for  the word  "audited",  but it seems inconsistent  with

both 13.19.4.16.A(1)  and 13.2.5.9.A  NMAC;  either  this paragraph  or the inconsistent  subsections  might  require

reVISlOn.

For  effective  regulation,  13. 19.4.22.A(3)  should probably  specify  tiine[y  payment  of  premium  taxes.

I have not found  the form  for  repoiting  on demographic  information  referred  to in 13.19.4.22.A(4)  NMAC;  if  it does

not yet exist,  it would  belioove  OSI  to develop  it before  implementation  of  this rule.



Thank  you for the opportunity  to submit these comments. If  you need any  further  information  or  desire any  further

discussion, please do not hesitate to contact me at rfseaton@aol.com.

R. Foster Seaton, A.S.A.,  M.A.A.A.



Romero,  Mariano,  OSI

From:
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rfseaton@aol.com
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Rule  13.9.4  Comments  of RFSeaton.pdf

IN THE  MATTER  OF  PERMANENTLY  ADOPTING  EMERGENCY  RULE  13.19.4  NMAC,  MULTIPLE  EMPLOYER

WELFARE  ARRANGEMENTS

Please  find  attached,  a.pdf  file  containing  my  comments  regarding  the  proposed  rule  adoption.

Thank  you  for  your  attention.

R. Foster  Seaton,  A.S.A.,  M.A.A.A.
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