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State of California
Office of Administrative Law

Codnrer S s e NOTICE OF APPROVAL OF EMERGENCY
‘Department of Insurance e s e - DEGULATORY ACTION

Regulatory Action:

Government Code Sections 11346 1 and

Title 10, California Code of Regulations
' _ o 11349.6

Adopt sections: -
Amend sections: 2222.12

Repeal sections: .  OAL File No. 2011-0714-01 EE'

The Department of Insurance submitted this action to re-adopt emergency rulemaking
no. 2011-0112-01E, which amended section 2222.12 of title 10 of the California Code of
Regulations. This amendment was prompted by the enactment of the federal
Affordable Care Act, a series of health market reforms, and the Interim Final Rule, 45
Code of Federal Regulations Part 158, which describes the factors, scope, and method
used in the calculation of loss ratios. The federal rules provide, among other things,

- that beginning January 1, 2011, health insurers offering coverage in the individual
market must achieve at least an 80% loss ratio. Those insurers that do not meet this
standard will be required to provide a refund the following calendar year. As a result of

this amendment, insurers in California will have to demonstrate both (1) compliance with

the existing 70% lifetime anticipated loss ratio standard prescribed by section 2222.12,
~ so that consumers are assured of receiving reasonable benefit value for their premium
dollars on a policy-form basis, as well as (2) compliance with the 80% federal standard
on a market-segment basis at the time of DOI's rate review, so that consumers can
have the benefit of the federal medical loss ratio from the outset of the rate, rather than
havmg to wait from e!ght to twenty months for a premlum refund.

: OAL approves thls emergency regulatory actlon pursuant to sectlons 11346 1 and
11349.6 of the Government Code. :

‘This emergency regulatory action is effective on 7/25/2011 and will expire on
10/25/2011. The Certificate of Compliance for th|s action is due no later than
10/24/2011.




Date: 7/25/2011

Original: Dave Jones
Copy: Bruce Hinze
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E Partlngton
Staff Counsel

For:  DEBRA M. CORNEZ
Assistant Chief Counsel/Acting Director




