








1

page1

Table of Contents

Preface . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

Executive Summary. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

Helping Consumers Understand Their Health Insurance and Appeal Rights . . . . . . . . . 5

Educating Enrollees About Their Health Insurance Rights . . . . . . . . . . . . . . . . . . . . . . 7

Expanding Public Knowledge of OCHI and Available Services/

Status Report of OCHI Toll-Free Telephone Line . . . . . . . . . . . . . . . . . . . . . . . . . . 10

Uninsured Ombudsman Program . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12

Market Status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

Recommendations for Improvements to Health Insurance Regulation . . . . . . . . . . . . 27

Government Actions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34

Exhibits:

1 – OCHI Calls Received  (by Zip Code) . . . . . . . . . . . . . . . . . . . . . . . . 43

2 – Calls received by OCHI  (by Category)  (Top 15) . . . . . . . . . . . . . . 56

3 – Materials Sent to Consumers by OCHI  (Top 5). . . . . . . . . . . . . . . . 57

4 – Calls Received by OCHI Per Month . . . . . . . . . . . . . . . . . . . . . . . . . 58

5 – HMO Company Complaint Record

General Summary 2009. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59

6 – HMO Company Complaint Record Classification

Summary 2009. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60

7 – HMO External Independent Review Summary 2009 . . . . . . . . . . . . 61

8 – OCHI Calls By Year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62



2

page2



  Preface

Established on January 1, 2000, by the Managed Care Reform and Patient Rights Act, the Office of

Consumer Health Insurance (OCHI) operating within the Illinois Department of Insurance (Department)

continued to serve Illinois residents in 2010 by responding to their health-related inquiries.  In 2010,

OCHI was staffed by four insurance analysts, including one analyst who spent nearly 50% of the time

traveling and representing OCHI and the Uninsured Ombudsman to the public.

The responsibilities of OCHI, as set forth by the Managed Care Reform and Patient Rights Act, have not

changed since its inception.  Its two main functions are to assist consumers in relation to their health

insurance needs and to report annually on the state of the health insurance marketplace.  OCHI provides

assistance to Illinois consumers through a toll-free, consumer inquiry telephone number and through

other outreach mechanisms including speaking engagements, health fairs, radio and television inter-

views, and the distribution of consumer-friendly fact sheets.  Through these media, OCHI helps con-

sumers understand their insurance coverage, advises persons of their rights under insurance policies,

assists insureds in filing appeals and complaints, and provides appropriate resources to Illinois residents

who need assistance.

In assessing the overall state of the health insurance marketplace in Illinois, OCHI reviews state and fed-

eral legislation and regulations, monitors significant trends affecting health coverage for Illinois citizens,

identifies specific problems faced by health insurance consumers, and sets forth specific recommenda-

tions to address those problems.  

In 2002, the Department expanded the OCHI mission to include the administration of the Uninsured

Ombudsman Program (Ombudsman) established by Public Act 92-0331 (20 ILCS 1405/1405-25).  The

Ombudsman is responsible for providing assistance and education to individuals regarding health insur-

ance benefit options and rights under state and federal laws.  The Ombudsman also counsels uninsured

individuals on finding and shopping for insurance, evaluating insurance products, comparing options

when buying health insurance coverage, and providing information on non-insurance resources available

throughout the state.
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Executive Summary

The Managed Care Reform and Patient Rights Act (215 ILCS 134/1 et seq.) established the Office of

Consumer Health Insurance (OCHI) in January 2000.  In 2010, OCHI’s eleventh year of operation,

OCHI received 21,411 calls (increased from 20,785 calls in 2009 and 10,750 since its inception in 2000)

and provided consumers with a broad range of health coverage information.  OCHI staff also performed

outreach activities, including assisting health insurance consumers at the State Fair and providing infor-

mation on various radio and television talk programs. 

Section 1 of this report describes the types of calls received by OCHI and the kinds of assistance provid-

ed to callers.  

Section 2 describes the various activities of the OCHI staff, including steps taken to educate consumers

about their health plans, and the production of consumer fact sheets made available on the Department’s

internet site.

Section 3 documents efforts to expand public knowledge of OCHI and its services, and provides details

on the number of calls received during the year.

Section 4 describes activities of the Uninsured Ombudsman Program and steps taken to assist uninsured

consumers, including: assisting in the search for health insurance, helping to access local services at

community-sponsored health centers, and providing information on the availability of state and federal

health-related programs.

Section 5 contains information about the status of the state’s health insurance marketplace, government

actions affecting health coverage options, and recommendations for improving health insurance regula-

tion.  

Section 6 contains the Report’s exhibits.
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Helping Consumers Understand Their 
Health Insurance and Appeal Rights

The Office of Consumer Health Insurance (OCHI) responded to a wide array of questions from con-

sumers during calendar year 2010.  Calls came from a variety of individuals and groups, including con-

sumers, employers, agents, associations, attorneys, health care providers, and advocacy groups.

OCHI provides the information and education that consumers need to understand their health coverage.

OCHI staff often help consumers define in practical terms the meaning of complex, insurance-specific

words and phrases.  OCHI staff also explain differences between rights and benefits available in individ-

ual, small group, and large group insurance products, and related rights guaranteed by the Health

Insurance Portability and Accountability Act (HIPAA)(215 ILCS 97/1 et seq.).  Consumers are also pro-

vided plan-specific information, including continuation of coverage options.  In addition to providing

one-on-one consumer consultations, OCHI also refers consumers to the Department of Insurance

(Department) internet site (http://www.insurance.illinois.gov/); enabling them to learn more about a par-

ticular topic from one of the Department’s many user-friendly fact sheets.  

In 2010, OCHI received calls requesting information on many topics, including information about new

laws passed by the United States Congress and the Illinois General Assembly including:

• adding young adults as dependents on parent’s health insurance;

• appealing claim denials or pre-certification of service denials;

• filing an external independent review with an insurer or HMO plan;

• how to apply for mini-COBRA or COBRA subsidy benefits;

• how to access health insurance or other resources to aid with payment of medical bills;

• providing information regarding the varied and complicated aspects of the new Affordable Care Act

(ACA) signed by President Obama on March 23, 2010.

OCHI guided insurance consumers and HMO enrollees with adverse determinations through internal

appeal procedures as mandated by the Managed Care Reform and Patient Rights Act and the external

independent review process, a process mandated by the recently enacted Health Care External Review

Act (P.A. 96-857).  Previously these protections applied solely to HMOs.  Effective July 1, 2010, the

internal appeals and external independent review rights were expanded to consumers who are covered by

insurance policies in addition to those covered by HMO contracts.  Among other things, OCHI staff

explained the information needed by the independent reviewer, the relevant time periods, and the role

played by the patient’s health care provider.

The Managed Care Reform and Patient Rights Act requires insurers and HMOs to track all complaints

received, regardless of the source, and to report the data to the Department.   Exhibit 5 (HMO Company

Complaint Record – General Summary 2009) contains a general summary of HMO complaints for 2009.

Exhibit 6 (HMO Company Complaint Record – Classification Summary 2009) contains a listing of
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HMO complaints by category.  Exhibit 7 (HMO External Independent Review Summary 2009) is

derived from Exhibits 5 and 6 and provides specific information relating to external independent reviews.

The external independent review data found in Exhibit 7 is provided by the plans and is not independent-

ly verified by the Department.  These exhibits may be accessed through the Department’s website at 

http://www.insurance.illinois.gov/Complaints/healthCarePlan_complaints/CompanyComplaint2009.pdf

and http://www.insurance.illinois.gov/Complaints/healthCarePlan_complaints/ExternalReview2009.pdf

As detailed in Exhibit 5, during calendar year 2009, HMOs reported a total of 4,460 complaints, of which

334 (7.5%) were also filed with the Department.  According to data submitted by the companies and dis-

played in the “Disposition of ALL Complaints” section of Exhibit 5, of the 4,460 total complaints: 

• 1,728 (38.7%) complaints were granted relief; 

• 182 (4.1%) were granted partial relief; 

• 1,299 (29.1%) received additional information; and 

• 1,251 (28%) received no relief.

Exhibit 7 shows that HMO enrollees requested and received 49 external independent reviews of claims

denied by Illinois HMOs in 2009.  Of the 49 external independent reviews:

• 7 (14%) were granted relief; 

• 0 (0%) were granted partial relief; 

• 1 (2%) received further information; and 

• 41 (84%) had no change in status.  

The reporting date for 2010 complaint data is March 1, 2011.  Complaint data for 2010 will be addressed

in the 2011 report and will include information from insurers who were first impacted by the law in

2010. 
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Educating Enrollees About Their 
Health Insurance Rights

OCHI staff fielded over 4,300 calls related to general group and individual health insurance questions

including but not limited to:

• Pre-existing condition limitations;

• Creditable coverage under HIPAA;

• Applicability of mandates to policies;

• Interpretation of benefits contained in the policy;

• Coordination of benefit provisions and applicable laws;

As in previous years, several large and small employers declared bankruptcy or laid off employees in

2010, generating many calls to OCHI regarding federal COBRA and Illinois mini-COBRA laws granting

rights to continue group coverage.  Questions about continuation rights continued to be the major topic of

concern for OCHI callers, totaling nearly 3,600.  

Claim problems continued to be the major concern for callers to the OCHI hot-line.  OCHI staff assisted

over 2,760 callers by discussing claim problems, advising of appeal procedures, directing to the proper

agency (if applicable) and providing guidance for filing complaint with the Department.  

OCHI referred 1,449 callers to the Illinois Comprehensive Health Insurance Plan (CHIP), the state health

benefits program established to provide coverage to Illinois residents who cannot otherwise obtain insur-

ance due to preexisting health conditions.  CHIP provides coverage under the Traditional CHIP pool for

residents who do not have creditable coverage or who do not otherwise qualify under HIPAA.  CHIP also

provides coverage to federally eligible individuals as Illinois’ HIPAA alternative mechanism for individ-

ual health insurance coverage. [215 ILCS 105/1 et seq.]  

The ACA established federally-funded temporary high risk pools to provide transitional coverage until

2014 for the currently uninsured population.  In order to be eligible for the coverage, a person must be a

U.S. citizen, national or legal resident; must be uninsured for 6 months; and have a preexisting condition.

States were invited to apply for federal grants if they desired to run their own program.  Illinois received

a grant for approximately $196 million dollars which was used to establish the Illinois Pre-Existing

Condition Insurance Plan (IPXP) in August 2010.  OCHI answered 1,346 questions regarding the IPXP.  

General questions regarding the provisions of the ACA totaled nearly 1,000.  Questions regarding the

new federal requirement under ACA for coverage of adult dependent children to age 26, coupled with the

Illinois law (Public Act 95-0958 effective June 1, 2009) that provided parents with insurance policies that

cover dependents the right to elect coverage for qualifying dependents up to age 26 and up to age 30 for

military veteran dependents, totaled over 750.
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The federal American Recovery and Reinvestment Act (ARRA), signed by President Obama on February

17, 2009, provided a subsidy that reduced by 65% the cost of COBRA and other state continuation cov-

erage for workers who lost their jobs.  Illinois subsequently amended the state continuation law (Public

Act 096-0013) to extend all rights provided by ARRA to those individuals in small employer groups (less

than 20 employees).  The law created a second election period for those individuals who lost group cov-

erage due to involuntary termination that took place after September 1, 2008 and who did not have con-

tinuation coverage in effect as of June 18, 2009.  Although ARRA expired May 31, 2010, OCHI received

nearly 750 questions regarding the law.

OCHI, in conjunction with the Department, continues to create and provide fact sheets in response to

questions received from Illinois consumers.  These fact sheets, which effectively explain complex insur-

ance issues important to consumers, are available on the Department’s website

(http://insurance.illinois.gov/Main/Consumer_Facts.asp).  For callers unable to access this information

via the internet, requested materials were mailed.

The following is a list of health insurance related consumer fact sheets and other information currently

available on the Department’s Internet site.  

• Acronyms for Life, Accident & Health Insurance and Managed Care

• Autism - Insurance Coverage 

• Beware of Fraudulent Insurance Companies

• Birth Control 

• Cancer 

• Claim Denial - What To Do If an Insurer Denies Your Claim 

• COBRA – Federal Subsidies Under Stimulus Plan

• Contact the Proper Agency – Where to File Medicare, Medicaid and Other Health Plan Complaints

• Continuation Rights - COBRA 

• Continuation Rights - Illinois Law 

• Continuation Rights - Illinois Spousal Law 

• Continuation Rights - Dependent Children 

• Continuation Rights - Municipal Employee 

• Coordination of Benefits (COB) 

• Dependent Child Coverage Fact Sheet - HB 5285 

• Diabetes 

• Disability Income Insurance 

• Finding a Reputable Insurance Company – Using Financial Rating Agencies

• Getting off to a Good Start with Medicare

• HIPAA - Preexisting Conditions 

• Health Insurance for Small Employers

• Health Maintenance Organizations (HMOs) 
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• Individual Accident and Health Insurance - Frequently Asked Questions 

• Individual Major Medical Insurance 

• Infertility Treatment 

• Insurance Guaranty Associations

• Insurance Coverage for College Students

• Making the Claims Process Easier

• Managed Care Reform and Patient Rights Act

• Mandated Benefits, Offers, and Coverages for Accident & Health Insurance and HMOs

• Maternity Benefits in Illinois

• Medical Necessity 

• Medicare Supplement Insurance

• Mental Health Coverage

• Newborn Children 

• Patient Protection and Affordable Care Act

• Prompt Pay Law 

• Self-Insured Health Plans 

• Senior Health Insurance Program

• Small Business Tax Credits

• Small Employer Health Insurance Rating Act 

• Travel Insurance

• Understanding the Consumer Complaint Process

• Uninsured Ombudsman Program

• Usual and Customary Fees in Health Insurance Claims

• Women's Health Care Issues 

• Workers’ Compensation Insurance
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Expanding Public Knowledge of OCHI and 
Available Services/Status Report of 
OCHI Toll-Free Telephone Line

OCHI continues to use new venues and technologies to reach consumers and consumer groups, and con-

tinues to perform valuable research for consumers seeking answers to general and specific health insur-

ance questions.

Awareness of OCHI services has been promoted in various ways, including: speaking on radio talk-

shows and with local newspapers, taking part in Rapid Response Meetings for dislocated workers who

have lost insurance coverage, coordinating with local agencies that provide services to Illinois residents,

and actively engaging government officials, insurance agents, and insurance companies.  

OCHI receives calls from consumers regarding the entire spectrum of health coverage issues, issues that

often concern specific diseases or conditions and the related financial burdens faced by those who are

uninsured or underinsured. To provide answers to consumer questions, OCHI staff is trained to under-

stand relevant sections of the Illinois Insurance Code and the Illinois Administrative Code.  General

familiarity with certain federal laws and regulations (e.g., the Employee Retirement Income Security Act

(ERISA) and COBRA (federal health coverage continuation rights)) is also a necessity.  Given the unique

coverage questions and challenges faced by consumers, particularly relating to disease specific mandates,

OCHI staff utilize additional resources, including the Internet and other state and local agencies (e.g.,

state and local public health departments), to provide clear and helpful answers. In many cases, OCHI

directs uninsured and underinsured consumers to providers of low-cost or subsidized medical services.  

OCHI continues to identify government agencies and associations that provide emergency services to

persons in need of assistance for specific health care conditions.  As new information is obtained, it is

entered into the OCHI database as a potential resource for future callers. 

Status Report for OCHI’s Toll-Free Telephone Number

OCHI received a total of 21,411 calls on its toll-free telephone number (877-527-9431) during calendar

year 2010, up from 20,785 calls in 2009.  

Since its inception in 2000, OCHI’s toll-free telephone number has received approximately 177,229

phone calls.  Exhibit 8 depicts calls received by OCHI each year since 2000.  In addition to the increased

number of calls received, the complexity of health care issues has resulted in longer duration of the calls.  
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Other Duties as Assigned by the Director

During the early years of OCHI, benchmarks were established for OCHI staff to ensure prompt consumer

assistance.  For example, OCHI staff immediately responds to approximately 85% of incoming calls;

OCHI returns more than 99% of all voicemail messages within one hour of receipt; OCHI strives to

directly answer the consumer’s questions while on the phone or researches the issue of concern and

responds to the consumer within 24 hours.  OCHI continues to meet all its consumer assistance bench-

marks despite the increased volume and complexity of the calls.

In 2010, OCHI continued to assist the Department’s Consumer Services Section in reviewing correspon-

dence from consumers.  Written correspondence may be determined to be an inquiry or a formal com-

plaint.  Several types of correspondence are categorized as inquiries such as: (i) a letter from a consumer

addressed to an insurer with a copy to the Department; (ii) a letter of complaint that does not contain

enough information for the Department to begin a formal investigation; (iii) a general question about

insurance or insurance law; or (iv) a letter requesting assistance on a matter that is not within the jurisdic-

tion of the Department.  OCHI staff reviews the correspondence and determines if it is an inquiry or a

formal complaint.  If it is determined to be a formal complaint, an insurance analyst is assigned, comput-

erized clerical tasks are selected to notify the insurer of the complaint and to acknowledge receipt of the

complaint to the consumer.  If it is determined to be an inquiry, a letter is sent back to the consumer

explaining what information is needed, what action has been taken or answering the general question

involved.

In 2010, OCHI staff continued assisting the Life, Accident and Health Complaint Unit with handling of

written consumer inquiries.  These inquiries are received via regular mail, fax, or electronically, via on-

line complaint or via the Department’s consumer email address (consumer_complaints@ins.state.il.us).

OCHI staff handles basic consumer complaints received through these channels.

The OCHI staff’s broad base of health insurance knowledge, combined with the database of information

compiled by the Uninsured Ombudsman Program, allowed OCHI to handle approximately 1,228 written

inquiries and 140 complaints in 2010.  Handling of inquiries and basic complaints by OCHI allows the

Department’s Consumer Service staff to focus on more complex consumer inquiries and complaints.

OCHI also assists in responding to inquiries sent to the email address of the Director of the Department

of Insurance (Director).  This email address, DOI.Director@illinois.gov, is posted on the Department’s

website for consumers to send insurance questions.  In 2010, OCHI staff replied to nearly 225 consumer

inquiries sent to the Director’s email address.



12

page12

Uninsured Ombudsman Program

In January 2002, the Uninsured Ombudsman Program (Ombudsman) was established within OCHI to

educate uninsured and underinsured Illinois residents about health insurance options and benefits, includ-

ing an explanation of rights guaranteed by state and federal law. The Ombudsman also informs uninsured

and underinsured consumers about available low-cost or subsidized medical services.

Since its inception, the Ombudsman staff has worked with various state and local agencies to build a

database of local resources that provide medical services to the uninsured and underinsured populations.

Information in the database includes resources for medical, dental, mental health, prescription drug,

vision, and other available health care services by county and city.

For calendar year 2010, the Ombudsman staff handled 1,675 telephone calls.  As in previous years, calls

came from the uninsured, concerned advocates, and from organizations providing assistance to the unin-

sured.  These included other state agencies, legislators, insurance agents, radio stations, and families. The

Ombudsman staff continues to heighten the program’s public profile by regularly participating on radio

talk shows and pre-layoff workshops for dislocated workers.  In 2010, an Ombudsman staff representa-

tive spoke for AFL-CIO (Decatur and Quincy), Anna Waters Head Start (Decatur), AFSCME (Hillsboro),

IPAM Conference (Chicago), Bond County Senior Citizens (Greenville), and Health Benefits Seminar

EBSA (Chicago). In addition, an Ombudsman representative participated in the Greene County Health

Fair, Lincoln Community Health Fair, Anna Waters Head Start Health Fair, and the Richland Community

College Expo for Dislocated Workers.   Along with all the other venues to help consumers, an

Ombudsman representative was available at various public libraries for sessions scheduled by the

Department of Insurance to address any health insurance concerns.  These community events were held

in the cities of Canton, Pittsfield, Centralia, and Galesburg.

As in previous years, an Ombudsman staff actively participated on the Rapid Response Team for

Dislocated Workers.  At meetings organized by the team, members from various agencies answered dis-

located workers’ questions and provided the most current information about local resources and services.

The Ombudsman staff provided: critical information about continuation rights available through the

employer group health insurance plan; tips on how to shop for health insurance; information regarding

special enrollment rights under HIPAA (e.g., HIPAA allows dislocated workers to enroll on a spouse’s

employer group health plan); and the Department’s contact information in case the dislocated worker

needs further assistance.

The right of dislocated workers to continue health insurance coverage through their former employer,

whether pursuant to state continuation laws or federal COBRA laws, is a major topic of discussion if the

employer group health plan remains in existence.  The Ombudsman representative provided detailed

information about continuation of coverage to workers and their families, which also included informa-

tion regarding the ability of qualified beneficiaries to enroll separately under COBRA.  The separate

enrollment information is valuable at a time of financial hardship – the employee may have a dependent

(e.g., son, daughter, or spouse) that insurance companies refuse to cover in the individual market due to

the dependent’s past or present medical condition.
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Goals for 2011 include continuing to increase public awareness of the Ombudsman Program, continuing

to raise public awareness of changes brought about due to the Patient Protection and Affordable Care

Act, establishing new partnerships, and strengthening existing relationships with local organizations, and

continuing to effectively assist the uninsured population, especially in this time of economic turmoil.

Table 1 - 2010 Media Outreach

Table 2 - Rapid Response

Workshops for Dislocated Workers

Chart 1 - Ombudsman Calls 2010

  

Estimated
Number Listening

City Station of Visits Audience

Alton WBGZ 10 25,000
Canton WBYS 6 10,000
Centralia WILY 4 10,000
Danville WITY 1 15,000
Decatur WZUS 2 10,000
Dixon WIXN 2 5,000
Effingham WXEF 1 15,000
Galesburg WGIL 6 13,000
Greenville WGEL 8 5,000
Jacksonville WLDS 4 10,000
Kewanee WKEI 5 15,000
Macomb WKAI 1 10,000
Macomb WMQZ 1 10,000
Macomb WNLF 1 10,000
Macomb WJEP 1 10,000
Macomb WLMD 1 10,000
Monmouth WMOI 6 10,000
Monmouth WRAM 6 10,000
Mt. Vernon WMIX 4 15,000
Princeton WZOE 3 10,000
Quincy WTAD 2 25,000
Watseka WGFA 1 10,000

Number of
Location of Impacted

Company Workshop(s) Employees

Apria Healthcare Collinsville 10
B &M Seating Breese 13
(The Wise Company)
City of Springfield Springfield 40
City of Springfield Springfield 40
Family Foundations Alton 10
Lifetime Doors, Inc Watseka 61
Noble Energy, Inc Graysville 67
President Casino Missouri 230
Quincy School Dist. Quincy 76
Robinson Steel Granite City 50
Robinson Steel Granite City 50
Robinson Steel Granite City 6
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MARKET STATUS

1.   Health Insurance Market Contraction

Insurance Companies Withdrawing from the Health Insurance Market

The Illinois Health Insurance Portability and Accountability Act (HIPAA) of 1997 (P.A. 90-

0030) requires that health insurance companies seeking to discontinue the sale of all health insur-

ance products in the individual, small employer, and large employer markets must provide prop-

er notification to the Department and the insureds.  Between 1997 and 2004, insurance compa-

nies terminated business in Illinois with increasing frequency.   From 2005 until 2008, there was

little activity in this area.  

In 2010, the following companies discontinued sale of a product or withdrew from the market:

Discontinuance of a Product:

Bankers Life and Casualty notified the Director in March 2010 that it was discontinuing indi-

vidual and group Medicare business.  

Guarantee Trust Life notified the Director in May 2010 that it was discontinuing all products in

the individual major medical market except a high deductible policy ($25,000).  This change

impacted 428 lives in Illinois.

Golden Rule Insurance Company notified the Director on October 8, 2010 that it was discon-

tinuing older generations of individual market health insurance covering Illinois residents.  This

impacted 105 Illinois residents; other Golden Rule products were offered to those impacted, as

required by HIPAA.

John Alden Life Insurance Company notified the Director on June 7, 2010 that it was discon-

tinuing several products in the small group major medical insurance market. This action impact-

ed 530 groups and 2,880 certificate holders in Illinois. 

Metropolitan Life Insurance Company notified the Director in November 2010 of its intent to

discontinue sales of individual and employer group long term care insurance products.  
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Withdrawal from Market

Continental American Insurance Company notified the Director on February 19, 2010 that it

was discontinuing the Group “Mid Med” product, exiting the group health insurance market and

would no longer be offering any group health benefit plans.  This impacted two groups that

included 39 in-force certificate holders.  The discontinued product was a group medical surgical

expense policy.  Non-renewal notices were mailed out in accordance with HIPAA requirements

on March 1, 2010.

Pekin Life Insurance Company notified the Director on July 29, 2010 of its intent to withdraw

from the individual major medical market.  The company advised that formal HIPAA notifica-

tion would be forthcoming in early 2011.

American Community Mutual Insurance Company notified the Director on October 19, 2010

of its intent to withdraw from the individual and small group health insurance markets in Illinois.

HIPAA notifications were expected to be mailed in early 2011.

Principal Life Insurance Company notified the Director on October 19, 2010 of its intent to with-

draw from all group medical insurance markets.  Formal notices under HIPAA were expected to

be mailed in early 2011.

2. Health Insurance Availability

a. Uninsured

In September 2010, the U.S. Census Bureau released 2009 year-end statistics for the unin-

sured.  According to the report, titled “Income, Poverty, and Health Insurance Coverage in

the United States: 2009,” the percentage of people without health insurance coverage in

2009 (16.7%) increased in 2008 (15.4%).  The number of uninsured increased from 46.3

million in 2008 to 50.7 million in 2009.

The report further stated the number of people with health coverage decreased from 255.1

million in 2008, to 253.6 million in 2009, marking the first year that the number of insured

people has decreased since 1987. The number of people covered by private health insurance

decreased in 2009 to 194.5 million (63.9%) from 201.0 million in 2008 (66.7%). The num-

ber of people covered by employment-based health insurance decreased to 169.7 million

(55.8%) in 2009, from 176.3 million (58.5%) in 2008.  The number of people covered by

government plans increased from 87.4 million (29%) in 2008, to 93.2 million (30.6%) in

2009.

In 2009, 7.5 million (10%) children under 18 were without health insurance, compared to

7.3 million (9.9%) in 2008.
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As explained in the Kaiser Commission abstract titled “Health Insurance Coverage in

America 2009”, children are much less likely than adults to be uninsured because of the

availability of Medicaid and the Children’s Health Insurance Program.  Those public pro-

grams cover children whose family’s income is below twice the poverty level.   

In Illinois, the All Kids Health Insurance Program was expanded by law on November 15,

2005.  Under the expansion, children at any income level are eligible for healthcare benefits

if they have been uninsured for extended periods of time or if they meet the criteria for cer-

tain exceptions.  According to the Illinois Department of Healthcare and Family Services

2009 Annual Report, at the end of fiscal year 2009, about two million children and their par-

ents were covered by one of the six All Kids and FamilyCare plans.

b. Underinsured

A continued disturbing trend is the growth of the underinsured population.  The underinsured

are commonly defined as individuals who are exposed to significant financial losses or are

unable to obtain needed care because of inadequate health coverage.  

The Department continues to see a trend of complaints from consumers who purchased high

deductible or limited benefit policies because of the lower premiums.  While some con-

sumers purchase limited benefit plans to supplement another policy, most make the purchase

because it is the only policy they are offered or can afford.

Most consumers shop for health insurance based on price, and many of those price-con-

scious consumers, even after receiving an outline of policy coverage, do not fully understand

the policy’s benefits. For example, consumers often learn too late that the maximum out-of-

pocket limit is only for covered benefits and not for all medical treatments a person might

need. Consumers may also be surprised to learn that a plan imposes a deductible per occur-

rence, not per calendar year.

Complaints involve issues related to claim payments, including denial of claims, unsatisfac-

tory claim payments and claim payment delays.  Related to these complaints are allegations

of misrepresentation of the policy at the time of sale by the agent, association or insurer.  

Examples of limits contained in a policy include but are not limited to:

• limit for outpatient lab and x-ray services (including radiation) to a specified amount

such as $300.00 per year;

• limit of 3 office visits to a physician’s office per year;

• limit of 1 physician visit per day while hospital confined; and

• ambulance transport limited to $500.00 Maximum Benefit per trip.
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c. Employees Losing Group Health Coverage

In 2010, OCHI continued to receive calls from employees losing their group health coverage

and asking about continuation options.  In 2009, OCHI received nearly 3,600 calls regarding

continuation of group health coverage.  OCHI also responded to over 750 calls regarding the

federal American Reinvestment and Recovery Act (ARRA).

Employees lose their health insurance coverage for a variety of reasons, including layoffs,

business closings, and employer bankruptcy.  A complete list of employer closing notifica-

tions by month can be viewed at the Department of Commerce and Economic Opportunity

(DCEO) website: http://www.ildceo.net/dceo/Bureaus/Workforce_Development/WARN/.

As reported in previous years, many employers no longer offer retiree health insurance cov-

erage and have terminated coverage for current retirees.  This trend continued in 2010.

To address this persistent and growing problem, the State created a Rapid Response Team

which informs and educates the dislocated workers and retirees about services available to

ease their transition.  Section 4 of this Report details the Uninsured Ombudsman Program’s

active membership on this team. 

OCHI continues to provide information and coverage options to retirees losing coverage.

OCHI works with SHIP to stay abreast of Medicare changes applicable to the retiree popula-

tion. OCHI also educates individuals who may be eligible for relief under the federal Trade

Adjustment Assistance Reform Act (TAA).  TAA provides tax credits to certain workers and

retirees who purchase health insurance after losing employer-sponsored health coverage due

to trade-related job losses.

d. Illinois Comprehensive Health Insurance Plan

The Illinois Comprehensive Health Insurance Plan (CHIP) (215 ILCS 105/1 et seq.) operates

two pools.  The Traditional CHIP (Section 7) pool is designed for individuals who are denied

health insurance coverage in the conventional market because of past or present medical

conditions.  This pool is funded partially through state appropriations and partially through

premiums.  The coverage provided includes a six-month pre-existing condition limitation.   

The HIPAA-CHIP (Section 15) pool is the state’s mechanism to protect the portability rights

of individuals who have satisfied HIPAA requirements (e.g., prior creditable coverage in a

group health plan).  Effective June 23, 2003, HIPAA-CHIP was expanded to include the

TAA-CHIP program. It became a qualified health plan pursuant to the Trade Act of 2002 for

eligible persons, allowing participants to claim the Health Coverage Tax Credit (HCTC)

equal to 65% of paid premium.  HIPAA-CHIP by statute cannot impose pre-existing condi-

tion limitations.  This pool is funded partially by health insurance industry assessments and

partially by premiums.   
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On January 1, 2008, ICHIP began offering High Deductible Health Plan (HDHP) options

that allow participants to take advantage of tax- favored Health Savings Accounts (HSA).

As of the end of 2010 approximately 12% of the total membership has chosen this option.   

CHIP began accepting electronic signatures on applications that are submitted on-line.

Applicants now have the ability to scan and submit documentation needed to determine

CHIP eligibility.  Both are encrypted and are submitted securely.

On February 1, 2010, CHIP introduced tobacco/non-tobacco rate tables for new enrollees.

The in-force CHIP members will be phased in to the tobacco/non-tobacco rates in 2011.

ICHIP continues to partner with other state and federal agencies to conduct outreach to

employees who, for a variety of reasons, lose their employer-based health coverage. 

Enrollment data for both the Traditional CHIP (Section 7) and HIPAA-CHIP (Section 15)

pools can be found in the CHIP Annual Report.  The CHIP Annual Report can be viewed at

www.chip.state.il.us.

e. Cost of Health Insurance

The cost of health insurance coverage has impacted everyone, including large groups, small

groups and individuals.  Rates for all types of health insurance, including comprehensive

major medical, limited benefit health plans and long term care insurance have skyrocketed in

the past few years.  The rising cost of health insurance has contributed to the uninsured and

underinsured population in Illinois and throughout the United States.  Director McRaith tes-

tified before the United States Senate Committee on Health, Education, Labor and Pensions

in April 2010.  Director McRaith testified:  “Illinois law does not limit the rate variance

between genders, the price impact of health status, the price impact of age, or the impact of

any one rating factor on renewal. If a woman and man are of the same age, live in the same

house, have the same health status, and see doctors in the same hospital, the woman can be

charged as much as 57% more than the man—independent of maternity benefits.  Small

employers offering health insurance to employees nearly always experience explosive rate

volatility because, even though rates are subject to "bands," or variance limits, at the time of

issuance, the Illinois small group rate bands are among the nation's broadest. For this reason,

small employers in Illinois, even with only one injured or ailing employee, can experience

rate increases in excess of fifty percent (50%) on renewal.”

f. Cost of Continuation Coverage/Shift of Cost of Care to 

Communities and Providers

Loss of health insurance benefits can result from many events such as loss of a job, reduc-

tion in benefits by an employer, loss of dependent status due to divorce, death of an employ-

ee, retirement of the employee, or other circumstances.  Federal and state laws require

employers to offer employees and dependents who lose coverage the right to continue cover-
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age as a member of the group for specified time periods.  The obstacle for most individuals

is the cost of the coverage: those who elect to continue coverage must pay the full cost out of

their own pockets.  

The federal American Recovery and Reinvestment Act (ARRA), signed by President Obama

on February 17, 2009, provided a subsidy that reduced by 65% the cost of COBRA and state

continuation coverage for workers who lost their jobs.  Illinois subsequently amended the

state continuation law (Public Act 096-0013) to extend all rights provided by ARRA to those

individuals insured by small employer groups (less than 20 employees). The law created a

second election period for those individuals who lost group coverage due to involuntary ter-

mination after September 1, 2008, and who did not have continuation coverage in effect as

of June 18, 2009.  Initially ARRA provided for up to nine months of premium subsidy for

qualified individuals who lost coverage prior to January 1, 2010.  In 2010, ARRA was

amended by Public Law 111-118 to increase the maximum subsidy period to 15 months and

to extend the eligibility period to May 31, 2010.  Illinois once again amended the State

Continuation Law (Public Act 096-0894) to extend the state continuation protections, includ-

ing the duration of coverage, to the end of the period set forth within federal ARRA.  OCHI

staff communicated the most up-to-date information regarding ARRA to over 750 callers.  

OCHI and the Uninsured Ombudsman received 1,675 requests in 2010 for information

regarding resources available to the underinsured and uninsured.  Many of those individuals

have lost employer-based group health insurance and are unable to afford continuation cov-

erage or coverage available under the HIPAA-CHIP plan.  

g. Cost of Guaranteed Coverage Under HIPAA

Federal and state HIPAA laws guarantee access to health coverage for individuals who lose

their employer-sponsored group health coverage.  Illinois residents who lose group health

coverage are eligible for HIPAA-CHIP plan coverage.  However, the individual must

exhaust all coverage available under federal COBRA or state continuation laws before

becoming eligible for HIPAA-CHIP.  As discussed previously, federal COBRA and state

continuation coverage is unaffordable for many Illinoisans.  The high cost of continuation

coverage, therefore, acts as a barrier to HIPAA-CHIP eligibility.  

3. Trends

a. Rate Increases

In 2010, OCHI received over 600 calls regarding rate increases for health insurance policies.

The Department received 218 complaints regarding rate increases in 2010; 22% (or 49 com-

plaints) related to for long term care policies, 22% (or 48 complaints) related to group poli-

cies (including association groups), 38% (or 82 complaints) related to individual health poli-

cies and 12% (or 27 complaints) related to Medicare Supplement policies.  In many
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instances, consumers are faced with reducing their benefits on their current policy to make

the premium more affordable, buying a more affordable policy with limited benefits, or

dropping coverage altogether.

b. Underwriting Unavailability and Rescissions in the 

Individual Health Market

In 2010, OCHI received 2,243 phone calls regarding individual health insurance coverage.

In addition, 519 calls were received regarding underwriting.  In the individual market, an

insurer may “underwrite” an applicant, using health status as a reason for declining cover-

age.  The Department receives complaints each year from individuals who are unable to

obtain an offer of health insurance due to health status.  The options for these individuals are

limited, but include:  seeking coverage through CHIP, finding employment that offers health

coverage, purchasing a limited plan that does not offer comprehensive coverage, or going

without coverage entirely.  

Rescission of individual health insurance policies has been more prevalent in Illinois recent-

ly.  A rescission is an action taken by an insurance company to void an individual health pol-

icy if the company determines that information was omitted from or misrepresented on the

application, and that the omission or misrepresentation was material to the issuance of the

coverage.  The Department closed approximately 52 complaints regarding rescission of indi-

vidual health policies in 2010.  A December 2009 data call by the National Association of

Insurance Commissioners (NAIC) reported Illinois with the second highest rescission rate in

the nation with a total of 5,279 rescissions for the five year period from 2004 through 2008.

Starting on September 23, 2010, the ACA prohibits rescission of health insurance policies

except in instances of intentional misrepresentation or fraud. 

c. PPO Plans Low Reimbursement for Non-Contracted Providers

PPO plans pay the optimum benefit to the insured when the insured utilizes a preferred

provider.  The PPO plan allows the insured flexibility to use non-participating providers;

however, exercising this flexibility is increasingly very costly to consumers.  Many PPOs

pay for those services based upon “usual and customary” rates, a methodology that is sup-

posed to reflect the prevailing market rate for a doctor visit or medical service in a given

geographic area.  Reimbursement amounts based upon usual and customary rates have fallen

drastically in the last several years.  

Some plans are paying non-participating providers based upon the negotiated rate that would

have been paid to a participating provider.  This significantly decreases the amount paid by

the insurer and increases the insured’s out-of-pocket costs because the doctor will bill the

insured for the difference.  In-network providers are generally prohibited from billing an

insured except for applicable copayments, coinsurance or deductibles.
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Another fee methodology being used by some insurance companies is payment for non-par-

ticipating provider claims based on a percentage (e.g., 110%) of the Medicare published rate

for the same or similar service.  Because Medicare reimbursement rates are relatively low,

this methodology can result in very low reimbursement of non-participating provider claims.

This again leaves insureds vulnerable to unexpected and costly bills for medical services.   

The Department continues to receive complaints regarding the methodologies used by PPO

plans to pay non-participating providers.  The plans are required by law (215 ILCS 5/356z.3)

to prominently disclose in the policy that “limited” benefits are available when using non-

participating providers; however, the consumer is genuinely surprised by the low payments

made by these plans.  

d. Discount Health Care Plans

There are approximately 150 registered Preferred Provider Administrators (PPAs) operating

in the State of Illinois. Approximately half of these entities report offering health care ser-

vices on a discounted basis. The Department of Insurance continues to see an increase in

unauthorized discount health care plans.  Illinois residents are being repeatedly exposed to

fax blasting, multimedia presentations, and internet solicitations for enrollment into dis-

counted health care programs which promise access to a wide array of health care services

and supplies at reduced prices.  Routinely, these plans offer discounted rates for medical,

surgical, hospital, dental, vision, prescription drug, emergency travel, mental health, and sub-

stance abuse care.  

Many employers view discount health care programs as cost effective alternatives to offering

supplemental insurance coverage to their employees.  Individuals often see these types of

plans as an alternative to costly private coverage.  Many discounted health care programs

provide legitimate and useful discounts, but others provide only minimal coverage through

marginal or non-existent provider networks, and at a great profit margin for the program

sponsors. The Department has found that in many instances, the “discounts” Illinois con-

sumers pay for are unavailable because the purported contractual relationship between the

discount program and the health care provider does not exist.  In such cases, consumers pay

out-of-pocket for the cost of the discount program and suffer additional financial loss when

they are denied access to promised reductions in the cost of health care services, supplies

and pharmaceuticals. 

Although there are exceptions, Illinois law generally requires discount plans to be registered

as preferred provider administrators under the Health Care Reimbursement Act (Article XX

½ of the Insurance Code, 215 ILCS 5/370f et seq.).  The Department continues to actively

work to register these plans as preferred provider administrators.  Unfortunately, other states

often lack oversight authority of discount plans, leading plan sponsors to believe they do not

have to register under the Illinois law.  This belief may be further reinforced by unrelated

state mandates requiring discount programs to disclose on their membership cards that the
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marketed discount program is “not insurance.”  While it is true that a preferred provider

administrator is not an insurance company, it is still required to be registered with the

Department.

The Department continues to address this issue, and encourages consumers to verify that a

discount program is authorized to conduct business in Illinois before purchasing the product.

A listing of authorized preferred provider program networks is available on the Department’s

website: http://insurance.illinois.gov/PPA/.

e. PPO Plans Accessing Inappropriate Provider Discounts

The Department continued to receive complaints in 2010 regarding PPO plans that either

accessed discounts to which they were not entitled or accessed discounts through networks

other than those approved by the Director (all networks approved by the Director are pub-

lished on the Department’s PPO Provider Network website).  In both cases, plans inappropri-

ately accessed health care provider discounts.  This type of plan behavior is harmful to the

consumer, whose health care dollars pay for a nonexistent health care delivery system or one

whose repricing only benefits the plan, not the member.  For the provider, an inappropriate

discount plan may access discounts of which the provider has not been given proper notice,

nor provided contractual consent.  The Department continues to address this issue and

actively works with state agencies to protect consumers.

f. Non-Directed Provider Networks By Indemnity Plans

As the insurance industry struggles to contain escalating health care costs, it has placed par-

ticular focus on health care provider reimbursements.  For example, plans have begun to use

contractual relationships with providers to re-price claims submitted through indemnity con-

tracts.  

The concept of discounting provider services and passing savings on to the consumer is not

new.  Traditionally, these arrangements have been known as Preferred Provider

Organizations (PPO).  PPO products combine insurance coverage with contracted provider

networks, providing the insured with cost savings generated through these arrangements.

What is new is that insurance companies now apply these same discounts to non-PPO prod-

ucts.  

The Illinois General Assembly passed legislation in the late 1980’s which established guide-

lines and consumer protections for PPO products.  Insurance companies are now issuing

indemnity contracts which do not contain these safeguards and do not disclose benefit differ-

entials for using contracted versus non-contracted providers.  The insurer will simply reprice

claims to known discount levels when the insured uses a provider contracted with the insur-

er.  In these cases, the consumer may or may not receive the benefit of such discounts.
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This approach has also raised concerns within the provider community.  Providers argue that

insurance companies may not reprice claims or take discounts unless the insured is provided

contractual incentives to use participating providers.

The re-pricing of claims through non-directed provider networks has left consumers strug-

gling with collection activities initiated by providers who believe that their fees have been

unfairly and extra-contractually reduced. 

g. High Deductible Health Plans – Health Savings Accounts

The rising cost of health insurance benefits is causing employers to search for new, lower-

premium coverage options that still provide quality health benefits to employees.  One such

option is the High Deductible Health Plan (HDHP), which is a catastrophic insurance plan

often combined with a health care spending account such as a Health Reimbursement

Arrangement (HRA) or Health Savings Account (HSA).  

The Medicare Prescription Drug Improvement and Modernization Act of 2003 (MMA) (P.L.

108-173) added Section 223 to the Internal Revenue Code, which established HSAs as an

alternative benefit design.  An HSA is a tax-exempt trust established exclusively to pay for

qualified medical expenses of an account beneficiary covered under a high-deductible health

plan.  Employers and employees may contribute to the HSA account.  

Money stored in the account may be used to cover permitted first-dollar benefits (e.g., pre-

ventive care) and to satisfy the high deductible associated with the catastrophic insurance

policy.  Any money in the account at the end of the contract year carries over to the next year

and is the employee’s to keep, even upon retirement.  Proponents of HDHPs believe HSAs

provide more flexibility and discretion to the consumer over the utilization of health care

benefits. 

HRA accounts resemble HSAs.  Under an HRA, the employee is prohibited from contribut-

ing to the account by Internal Revenue Service (IRS) rules; only the employer may con-

tribute.  Also, an individual with Medicare or other health coverage may enroll in a HRA

account but may not enroll in a HSA account.  If the individual becomes eligible for

Medicare or other health coverage after enrolling in a HSA account, that individual may no

longer contribute to the HSA account.

The Kaiser Family Foundation 2010 Employer Health Benefits Survey

(http://ehbs.kff.org/pdf/2010/8086.pdf) reported 13% of surveyed firms offered health bene-

fits through HDHPs with savings options.  

The growth of HDHPs has brought with it growth in the underinsured population.

Individuals and employees with significant financial resources sometimes prefer the finan-
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cial flexibility offered by HDHPs; they pay lower premiums to the insurance company in

exchange for managing and paying for health care costs below their high deductible.  Many

Illinoisans, however, enroll in HDHPs not as a result of a sophisticated financial decision but

because it is either the only individual market plan they can afford or because it is the only

plan sponsored by their employer.  These individuals, often underinsured, delay or struggle

to pay for necessary medical care.  

h. Cost Shifting to Employees

As the cost of employer-sponsored group health insurance continues to rise, employers con-

tinue to search for lower-cost alternatives.  The Kaiser Family Foundation Employer Health

Benefits 2010 Survey illustrated that the majority (99%) of employer-based health insurance

is now provided through a managed care plan such as a preferred provider organization,

health maintenance organization or Point of Service Plan.  These plans steer covered mem-

bers to a provider network; failure to use the network can result in no coverage or limited

coverage by the insurance policy.  

Costs of health care coverage continue to be shifted to employees through: 1) increased per-

cent-of-premium contribution; 2) increased deductibles and copayments; 3) copayments

being calculated as a percent of charges instead of flat dollar amounts; and 4) out of network

benefits being based on specific definitions contained within the policy which vary tremen-

dously from the actual cost charged to the consumer by the health care provider.

The Kaiser Family Foundation Employer Health Benefits 2009 Survey reported that in 2010,

the average annual premium for employer-sponsored health insurance increased by 5% for

single coverage ($4,824 to $5,049) and increased 3% for family coverage (from $13,375 to

$13,770).  The report stated that the average annual worker contributions are $899.00 for

single and $3,997.00 for family coverage.  

According to the same survey, the average deductible for single coverage was $675 for PPO

coverage, $601 for HMO coverage and $1,903 for high deductible health plan coverage.

The percentage of covered workers in a plan with a deductible of at least $1,000 for single

coverage increased from 22% to 27% in the past year.  

The Department has identified a clear trend of increasing copayments for all services,

including office visits, emergency room visits, inpatient hospital visits and prescription

drugs.  The increased copayments can be attributed to the increased cost of these services as

well as the employee being held accountable for a portion of the medical services received.
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RECOMMENDATIONS TO IMPROVE 
HEALTH INSURANCE REGULATION

1. Denials of Coverage and Affordability of Coverage in 
the Individual Market

Illinois law does not prohibit insurance companies from using the age and health status of indi-

viduals and their families to deny or rate individual market health coverage.  The health status

information used to price premiums and support coverage denials is usually found by insurance

companies in an individual’s health insurance application and/or medical records.  Current

Illinois law does not prohibit insurance companies from using any past or present medical condi-

tion, no matter its severity or how long ago resolved, to support an unaffordable offer of cover-

age or coverage denial.  A 22-year-old woman can be rejected or charged a much higher premi-

um based on asthma; a 28-year-old man can be rejected or charged a much higher premium

based on an allergy; a 34-year old man can be rejected or charged a much higher premium

because, ten years ago, he sought treatment from a psychiatrist after the death of his father; a 49-

year-old woman can be rejected or charged a much higher premium based on breast cancer that

has been in remission for more than a decade; a 54-year old man can be rejected or charged a

much higher premium because his doctor noticed early signs of arthritis.

Individuals and families who receive affordable offers of individual market coverage can face

unaffordable premium increases upon renewal.  State law does place limited restrictions on the

methods used to calculate annual premium increases, but it does not restrict the amount of

increase.  For example, if an insurance company wants to close an unprofitable block of busi-

ness, it can annually impose dramatic, actuarially-based premium increases on remaining policy-

holders, causing healthy consumers to choose other products and forcing less healthy or older

consumers to pay more for or drop the now unaffordable coverage.  Less healthy or older con-

sumers who lose the coverage may be denied conventional market coverage for the rest of their

lives.  

CHIP, the high risk pool for those denied coverage by insurers, does not provide an affordable

alternative.  For instance, a 55-year-old man who has been denied coverage by an insurance

company qualifies for the Traditional (Section 7) CHIP pool.  If he lives in Chicago, his monthly

CHIP premium for a PPO product with a $500 annual deductible would be $1,083 (less expen-

sive CHIP premiums are available, but require the imposition of a higher deductible).  A 35-year-

old woman in Lincoln, Illinois would pay less for the same coverage, but would still owe $475

per month. 
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The ACA prohibits the imposition of pre-existing limitations for children under age 19 effective

September 23, 2010.  However, there is no requirement that health insurers issue “child-only”

policies; therefore the requirement has resulted in an unintended outcome whereby even healthy

children cannot buy an individual policy or “child-only” policy.

POSSIBLE REMEDY: Ensuring that all Illinoisans, regardless of present or past medical con-

ditions, have access to affordable individual market coverage is a complex and difficult task that

requires reforming not just insurance laws, but the health care delivery system itself.  For exam-

ple, all experts agree health insurance reforms would be complemented by simultaneous and sys-

tematic efforts to reduce health care costs.  Nonetheless, to restore basic fairness, reform of

Illinois laws governing the individual marketplace should focus on reducing “adverse selection”

(i.e. encouraging individuals to purchase insurance before they become sick) and spreading risks

across larger pools of insured lives.  The ACA requires the Secretary of the Department of Health

and Human Services and the States to establish a premium reporting and review process.  It fur-

ther requires all health insurance issuers to disclose and justify an unreasonable premium

increase prior to the use of the increase.  Beginning December 1, 2010, the Department began

the process of accepting and reviewing new and renewal health rates.  The Department drafted

an emergency regulation (Part 5410 of the 50 Illinois Administrative Code) to provide insurers

with the option to offer “child-only” policies during specified open-enrollment periods and spe-

cial enrollment periods in order to reduce the prospect of adverse selection by individuals buying

coverage only during times of claims and dropping coverage otherwise.  

2. Rescissions of Individual Health Insurance

In Illinois, an individual health insurance policy could previously be “rescinded” or retroactively

cancelled within the first two years after the policy was issued.  To rescind a health insurance

policy in Illinois, a health insurer was only required to show that "the insured withheld material

information or answered material questions incorrectly on an application which would have

resulted in the insurer, at the time of the original application: (1) denying coverage; (2) restrict-

ing the level of coverage as applied for; or (3) rating up the premium normally charged for the

coverage as applied for" (50 Ill. Admin. Code 2005.40(d)). The Illinois standard did not require a

nexus between any alleged misrepresentation and the actual claim. Rather, Illinois law vested the

insurer with broad discretion and ability to rescind, or to engage in post-claim underwriting

which resulted in the policyholder receiving less coverage than that for which she originally bar-

gained. With such broad discretion, terms such as "withheld" or "answered material questions

incorrectly" were subject to multiple interpretations, perhaps dependent upon the nature and cost

of the policyholder claim.

POSSIBLE REMEDY: Beginning with plan years effective September 23, 2010 or after, the

ACA prohibits the rescission of health insurance policies except for instances of fraud or inten-

tional misrepresentation.
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3. Affordability of Coverage in the Small Group Market

State laws governing small group (i.e., small businesses with 2-50 employees) health coverage

differ from the state laws governing individual market health coverage in two key respects.

First, while individuals can be denied coverage in the individual market, state and federal law

requires small group carriers to offer coverage to small businesses.  Second, while state law does

not regulate premiums for individual market products, it does use rate bands to restrict premium

variation for small businesses.  

While guarantee issue and premium variation restrictions brought some stability to the small

group market, small businesses still struggle to find affordable coverage for their employees.

Some small businesses simply cannot afford to provide coverage based on the available offers.

Other small businesses provide coverage only to find that premium increases upon renewal are

not only unpredictable (making it hard to budget for health care expenses) but are sometimes

unaffordable.  

How can a small business whose coverage is guaranteed and whose premiums are restricted be

faced with unaffordable and unpredictable premiums?  The answer, again, is found by examining

current state law.  For example, consider a small business in rural Illinois that decides to offer its

11 employees health coverage.  The employer, hoping to keep and attract skilled employees and

believing that state law protects him against dramatic premium increases upon renewal, decides

to provide coverage based upon first-year premiums offered by an insurance company.

Premiums rise by 12% in the second and third year; a steep rise, but the employer continues to

pay.  However, for the fourth year, the small business owner, who has been struggling to pay

expensive premiums for three years, is asked to pay an additional 40%.  The insurance company

explains that the increase is due to rising medical costs, claims submitted by the employees, and

the increased average age of the employees.  The employer must either pay the premiums or lose

the coverage. 

Like current state law governing the individual market, current state law governing small group

insurance does place some marketplace pressure on companies to increase rates on small busi-

nesses with employees who, in actuarial terms, are likely to incur high medical costs.  Again, a

hypothetical example helps demonstrate this rating pressure.

If Small Group Insurer Y prices coverage below what is actuarially justified and within the rating

limits imposed by the state’s Small Employer Health Insurance Rating Act (215 ILCS 93/1 et

seq.), the company would, because of its relatively low rates, become the insurer of choice for

small businesses with higher-cost, higher-risk employees.  Soon, Small Group Insurer Y would

find itself paying more and more claims and would be forced to raise premiums.  Higher premi-

ums would cause small businesses with lower-cost, lower-risk employees to seek coverage from

an insurance company that employed actuarially based pricing, leaving Small Group Insurer Y

with an even greater concentration of higher-cost, higher-risk enrollees.  Premiums would con-

tinue to increase along with claims, leading to skyrocketing rates (i.e. the so-called “death spi-

ral”). 
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POSSIBLE REMEDY: Ensuring that all Illinois small businesses have access to affordable

coverage is a complex and difficult task that requires reforming not just insurance laws, but the

health care delivery system itself.  For example, all experts agree health insurance reforms would

be complemented by simultaneous and systematic efforts to reduce health care costs.  

Nonetheless, to restore basic fairness, reform of Illinois laws governing the small group market-

place should focus on further reducing rate variation between small businesses and preventing

unpredictable and unaffordable premium increases upon renewal.

The ACA requires the Secretary of the Department of Health and Human Services and the States

to establish a premium reporting and review process.  It further requires all health insurance

issuers to disclose and justify an unreasonable premium increase prior to the use of the increase.

Beginning December 1, 2010, the Department began the process of accepting and reviewing new

and renewal health rates.  The Department drafted an emergency regulation (Part 5410 of the 50

Illinois Administrative Code) to provide insurers with the option to offer “child-only” policies

during specified open-enrollment periods and special enrollment periods in order to reduce the

prospect of adverse selection by individuals buying coverage only during times of claims and

dropping coverage otherwise. 

4. Notification of HIPAA-CHIP

Currently when an employer terminates and does not replace its group health plan, or when

COBRA or State Continuation rights have been exhausted, there is usually no notice sent to the

affected individual regarding Section 15 HIPAA-CHIP (215 ILCS 105/15).  This plan provides

coverage to individuals who have lost group coverage, exhausted continuation coverage and are

uninsurable on the open market due to health conditions.  Section 15 HIPAA-CHIP does not

impose a waiting period or pre-existing condition limitation. Under Section 15 HIPAA-CHIP, an

Eligibility and Enrollment Form must be received by the CHIP Board Office within 90 days after

the termination of coverage.  The 90-day time limit is problematic for individuals who, unaware

of Section 15 HIPAA-CHIP, shop the individual market for coverage only to find that insurance

companies deny them coverage or offer only unaffordable coverage.    Ninety days may have

passed by the time these individuals find out about Section 15 HIPAA-CHIP coverage, making

them ineligible.  While insurance companies are required to notify individuals about CHIP in any

declination of coverage letter, this notice often arrives too late.

POSSIBLE REMEDY: Mandate that insurance companies and employers notify employees of

the availability of the Section 15 HIPAA-CHIP plan when an employer terminates group cover-

age without replacement coverage.  Notice should be provided prior to exhaustion of benefits

under federal COBRA or state continuation laws. 
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5. State Continuation Law – Anticipation of Divorce

The state spousal continuation law (215 ILCS 367.2) requires that continuation of group cover-

age be offered to the spouse of a covered employee upon legal judgment for dissolution of the

marriage.  In many instances, the covered employee removes the spouse from the insurance prior

to the legal judgment for dissolution of the marriage.  This action prevents the spouse from tak-

ing advantage of the right to elect coverage under the state spousal continuation law.  Federal

COBRA law protects spouses under these circumstances whereas state continuation does not.

POSSIBLE REMEDY: Amend the Insurance Code to mirror federal COBRA requirements.

6. State Continuation Laws – Lack of Employer Cooperation 

The state continuation laws require certain actions by employers to ensure affected individuals

are provided health insurance continuation rights.  For example, the state continuation law (215

ILCS 5/367e) requires employers to notify employees of health insurance state continuation

rights upon termination of employment.  The spousal continuation law (215 ILCS 5/367.2)

requires that the spouse notify the employer or the insurance company of the request for continu-

ation. The dependent continuation law (215 ILCS 5/367.2-5) requires the dependent or the

responsible adult to notify the employer or the insurer of the request for continuation.  

Often the employers turn to the agents or brokers that sold them the policy for clarification of the

law only to be given incorrect or incomplete information.  In some instances, the employer refus-

es to cooperate.  The Department does not possess regulatory authority over the employer and, in

some instances, the insurance company refuses to assist by contacting the employer to reaffirm

the employer’s responsibility to offer continuation.  The problem is further exacerbated when an

application is made to HIPAA-CHIP and coverage is denied because the employee, spouse, or

dependent did not exhaust his or her continuation rights, as required. 

POSSIBLE REMEDY: Amend State continuation laws to require the insurance company to

notify terminated employees of their continuation rights when the employer is not cooperative or

not properly providing notification.  

7. State Continuation Laws – Lack of Standardized Form

The Department routinely receives requests from employers for a standardized form to use when

providing employees notification of their state continuation rights.  Many insurance companies

do not provide a form to the employer and no standardized form is required by law. 

POSSIBLE REMEDY: Adopt a regulation that provides a standardized form for employer-to-

employee notification of state continuation rights.
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8. Insurer Audits of Paid Claims

In 2010, the Department continued to receive numerous complaints from providers and insureds

regarding recovery practices by insurance companies and HMOs.   A law passed in 2004 provid-

ed guidelines for insurance companies to use when “recouping” payments.  Unfortunately, this

law (215 ILCS 5/368d) does not stipulate any time frame within which the recoupment must be

made.  Many times insurance companies request recoupment for claims that are over two years

old.  While the Department does not dispute the company’s right to recover monies that have

been paid in error, a reasonable time limit should be imposed.  The Department has received

complaints wherein the claims being recovered are so old that the provider no longer has current

patient records and cannot locate the patient to recover the money.    

POSSIBLE REMEDY: The current law (215 ILCS 5/368d) should be amended to require a spe-

cific time frame (e.g., 2 years) within which a recoupment may be requested.  

9. Pre-certification of services

Calls and complaints from consumers regarding pre-certification of services followed by claim

denials are steadily increasing.  “Pre-certification” provisions require the consumer or health

care provider to call the insurance company in advance of a service and receive a certification of

coverage.  Some plans provide consumers this pre-certification and then deny the claim due to

lack of medical necessity, a pre-existing condition limitation, or lack of coverage under the poli-

cy.  This action leaves the consumer and health care provider liable for the service.

Possible Remedy:  Enact legislation that requires insurance companies to review the insured’s

individual membership file before pre-certifying benefits.  In addition, insurance companies

should be required to specifically advise individuals if pre-certified benefits may not be reim-

bursed due to: 1) a pre-existing condition limitation; 2) lack of medical necessity 3) failure to

pay premiums at the time of pre-certification; or 4) an exclusionary rider.

The Department has received an increasing number of calls and complaints from consumers who

call insurance companies to pre-certify services and are not advised of important benefit limita-

tions.  Consumers are not told, for example, that their provider is not a PPO provider and/or that

the policy pays limited benefits when consumers choose non-preferred providers.  For example,

the plan may tell the consumer it pays 80% of non-preferred provider charges, but the plan does

not disclose that the 80% benefit is based on a very low reimbursement rate (sometimes it is 80%

of what a preferred provider charges the plan). The consumer believes the 80% benefit is based

on billed charges or usual and customary fees.  

POSSIBLE REMEDY: Require insurance companies to inform the consumer or health care

provider of the preferred or non-preferred status of the provider when a consumer calls to pre-

certify services.   Require the insurer to verbally advise the caller of benefit limitations that must

be disclosed pursuant to 215 ILCS 5/356z.2.  Also, require insurance companies to explain to
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callers the ramifications of seeking services outside the PPO network so the caller is well

informed about the financial consequences of visiting preferred and non-preferred providers.

10. Disclosure of products being sold to consumers. 

Consumers looking for affordable individual market major medical health insurance policies are

unknowingly purchasing limited benefit policies such as a Basic Hospital/Medical-Surgical

Expense or a catastrophic plan.  Most consumers do not understand or carefully review the poli-

cies and information provided to them at the time of the sale, and often become confused or

upset when claims are processed and they are left with a large medical bill.  Consumers com-

plain that they were misinformed or misled by the agent who sold them the product. 

POSSIBLE REMEDY: Require that information be provided by the agent or insurer about

OCHI at the time of the proposed sale of any individual health insurance product, including

products sold through trusts or association groups.  The disclosure should contain OCHI’s toll-

free telephone number and a statement encouraging the consumer to call OCHI with questions

before or after purchasing any health insurance policy.
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GOVERNMENT ACTIONS

1.   Federal

a. Affordable Care Act

The health care reform legislation signed by President Obama on March 23, 2010 (known as

the Affordable Care Act, or “ACA”) will improve the performance, transparency and

accountability of health insurers and health insurance products in Illinois.  The national

health care reforms will also modify existing Federal law and enhance consumer protections

for those insured through a self-insured plan, and will significantly change the insurance

marketplace in Illinois.  Many of the reforms will not take effect until January 2014.

However, many new protections were implemented when plans renewed after September 23,

2010.

Health Care Reform Insurance Web Portal Requirements: The ACA requires the estab-

lishment of a website through which individuals and small businesses can obtain information

about the insurance coverage options that may be available to them in their State.  An inter-

im final rule was adopted on May 10, 2010 by the Department of Health and Human

Services.  The rule (45 CFR Part 159) adopted the categories of information that will be col-

lected and displayed as web portal content, and the data required from issuers and requested

from States, associations, and high risk pools.  The rule may be accessed at

http://www.hhs.gov/ociio/regulations/webportal/index.html.  

Preexisting conditions: Health insurance companies in both the group and individual mar-

ket are prohibited from imposing preexisting condition exclusions on children under age 19

for the first plan year (or policy year in the individual market) beginning on or after

September 23, 2010.    Interim final rules were published on June 29, 2010 by the federal

government.  These regulations apply to grandfathered group health plans and group health

insurance coverage but do not apply to grandfathered individual health insurance coverage

that was in existence on March 23, 2010.  

Coverage of Adult Dependents: The ACA requires all individual and group plans that offer

dependent coverage, including self-insured employer plans, to allow young adults up to age

26 to remain covered on a parent’s plan.  Interim final rules were published on May 13, 2010

by the Department of Treasury, Department of Labor and the Department of Health and

Human Services.  The Rules may be accessed at

http://www.hhs.gov/ociio/regulations/dependent/index.html.  

Note: Illinois law previously required this coverage effective June 1, 2009.  
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Premiums: Beginning December 1, 2010 the Department of Insurance, in conjunction with

the U.S. Department of Health and Human Services, began reviewing “unreasonable” premi-

um increases before the increases are implemented.  Health insurance companies must post

information justifying premium increases on company websites.  

Premiums (Medical Loss Ratios): Health insurance companies will be required to report

detailed information about the percentage of premium dollars spent on health care (known as

a “medical loss ratio”).  This data will be available on the Department’s website in 2011.

Interim final rules were published on December 1, 2010 by the Department of Health and

Human Services (45 CFA Part 158) regarding Health Insurance Issuers Implementing

Medical Loss Ratio requirement under the ACA.  

Rescissions: Health insurance companies are prohibited from rescinding health policies

except for instances of fraud or intentional misrepresentation.

Annual and lifetime dollar limits: Health insurance companies are prohibited from estab-

lishing lifetime dollar limits for essential health benefits.  Companies are allowed to estab-

lish “restricted” annual dollar limits for essential benefits until 2014.  For plan years starting

between September 23, 2010 and September 22, 2011, plans may not limit annual coverage

of essential benefits such as hospital, physician and pharmacy benefits to less than $750,000.

Interim final rules were published in June 2010.  

A class of group health plans and health insurance coverage, generally known as “limited

benefit” plans or “min-med” plans, often has annual limits well below the new restricted

annual limits set forth in the interim final rules.  The Department of Health and Human

Services has issued temporary waivers to some of these plans because they are often the only

type of private insurance available to some workers.  A list of approved applications for

waiver of annual limits requirements is available at

http://www.hhs.gov/ociio/regulations/approved_applications_for_waiver.html.   

Preventive health services:  Health insurance companies are required to provide first-dollar

coverage for a defined list of preventive health services.  The Departments of Health and

Human Services, Labor, and Treasury issued interim final rules on July 14, 2010.  The rules

may be accessed at http://www.healthcare.gov/center/regulations/prevention/regs.html.

Appeal rights: All individual and group plans, including self-insured employer plans, must

provide internal appeal and independent external review procedures that meet minimum con-

sumer protection standards.  Interim final rules were published on July 23, 2010 by the

Departments of Treasury, Labor, and Health and Human Services.  Those rules may be

reviewed at http://edocket.access.gpo.gov/2010/pdf/2010-18043.pdf.  
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Early Retiree Reinsurance Program: The ACA provides for an Early Retiree Reinsurance

Program that reimburses sponsors of participating employment-based plans for a portion of

the cost of health benefits for early retirees and their spouses, surviving spouses, and depen-

dents.  Information regarding the Early Retiree Reinsurance Program may be accessed at

http://www.hhs.gov/ociio/regulations/errp/index.html.  

Grandfathered Plans:  The ACA distinguishes between plans in place prior to March 23,

2010 (grand-fathered plans) and those that became effective or were issued after March 23,

2010 (non-grandfathered plans).  Not all provisions of the ACA apply to grand-fathered

plans such as the prohibition of annual limits for essential benefits, the prohibition of preex-

isting condition limitations for children under age 19 and the coverage of preventive ser-

vices.  Interim final rules were published on June 17, 2010.  Those rules may be accessed at

http://www.hhs.gov/ociio/regulations/grandfather/index.html.  

Grants Under ACA:  

Health Insurance Exchanges: The ACA provides for the establishment of health care

exchanges, which starting in 2014, will make purchasing health insurance easier and more

understandable.  States may take a major role in the creation and operation of Health

Insurance Exchanges.  The ACA authorized State Planning and Establishment Grants to help

States establish health insurance Exchanges.  Illinois received a grant award in the amount of

$1,000,000.00 and is working toward the establishment of health insurance exchanges at this

time.  

Consumer Assistance Program Grant (CAP): This grant provides nearly $30 million to

support States’ efforts to establish or strengthen consumer assistance programs that provide

direct services to consumers with questions or concerns regarding health insurance.  Illinois

received a CAP Grant in the amount of $1,454,594.00.

Premium Review: Illinois received a grant in the amount of $1,000,000.00 from the U.S.

Department of Health and Human Services on August 16, 2010 to help improve the review

of proposed health insurance premium increases, take actions against insurers seeking unrea-

sonable rate hikes, and ensure consumer receive a value for their premium dollars.  Illinois

plans to use the grant money to develop new rate filing and review protocols, develop new

IT systems and hire additional staff to conduct premium reviews, and to make premium fil-

ings available to consumers.  

The ACA provides for many reforms that will be implemented over the next several years.  For more

information on this law, please visit the Department’s website at http://www.insurance.illinois.gov/hiric/.
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2.  State - Public Acts 

(Full text of the Public Acts may be viewed at www.ilga.gov.)

a. P.A. 96-0857

Public Act 96-0857 provides all Illinoisans with health insurance the right to an external inde-

pendent review of insurance company denials or determinations regarding medical necessity.

The Act makes it easier for individuals and small businesses to shop for health insurance, com-

pare competing plans, and obtain the best insurance value. While individuals and small business-

es seeking quotes from competing health insurance plans must now complete a separate applica-

tion for each health insurer, the new law establishes a single health insurance application that

will be used by all insurers and HMOs. In addition, the Act requires health insurance companies

to report detailed information regarding premiums and expenses, including administrative costs

and marketing expenses. The Department will publish this information on its website at

www.insurance.illinois.gov.

Independent External Review

(available July 1, 2010) 

• Beginning July 1, 2010, all health insurers and HMOs will be required to provide an internal

appeals process for denied claims, and must notify covered individuals of the right to request

an independent external review. 

• Denied health insurance claims will be eligible for external review if:

• The individual receiving or requesting the treatment was covered under the plan at the

time of treatment; 

• The treatment in question is a covered benefit under the plan, but does not meet the

insurer’s or HMO’s requirements for medical necessity, appropriateness, health care set-

ting, level of care, or effectiveness; 

• The individual has exhausted the internal appeals process (unless the timeframe for com-

pletion of a standard external review or expedited internal review would significantly

increase the risk to a person’s health or significantly reduce the treatment’s effective-

ness); and 

• In cases where the insurer or HMO determined that the treatment in question is experi-

mental or investigational, the individual’s health care provider has certified that the treat-

ment in question is medically necessary. 

• External reviews will be conducted by nationally-accredited Independent Review

Organizations (IROs) approved by the Department every 2 years. When conducting external

reviews, IROs must: 

• Assign qualified and impartial physicians or other health care professionals who are

experts in the treatment of the person’s condition, and who are knowledgeable about the

treatment that is the subject of the review; 
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• Maintain a system operating 24 hours a day, 7 days a week to accept and process infor-

mation related to the review; and 

• Be independent, unbiased, and free of conflicts of interest with any of the individuals or

entities involved in the review. 

• Internal appeals: 

• Standard internal appeals must be completed within 15 business days after the insurer or

HMO has received all required information. 

• Expedited internal appeals must be completed within 24 hours after the insurer or HMO

has received all required information. 

• External review: 

• Standard external reviews must be completed within 20 business days after the request

for external review is first received. 

• Expedited external reviews must be completed within 72-120 hours after the request for

external review is first received (either orally or in writing). 

Standardized Health Insurance Applications

(developed by July 1, 2010, and mandatory use by insurers begins January 1, 2011) 

• Prior to obtaining accurate premium rates for a given health insurance plan, individuals

and small business owners must complete a detailed application for each insurer or

HMO, including information about the health history of all persons to be covered – indi-

viduals, employees, and dependents. 

• For small business owners especially – most of whom do not have access to a benefits

consultant or human resources staff – this process can be difficult and time-consuming,

and often prevents them from finding the most affordable and most appropriate plan for

their employees. 

• The Act establishes a committee within the Department to create a standardized health

insurance application for use by all insurers and HMOs offering coverage in the individ-

ual and small group markets (2-50 employees). 

• The committee will consist of consumers, small business owners, insurance agents and

company representatives. 

• Health insurers and HMOs will be required to use the standardized health insurance

application beginning January 1, 2011. 

Insurer Expense Reporting

(first reports published February, 2011) 

• Beginning in 2011, the Act will require insurers and HMOs to submit to the Department

semi-annual statements with detailed information regarding premiums and expenditures

for major medical health insurance plans. 

• The information – which will be publicly available on the Department’s website – will

benefit individual consumers and small business owners seeking the best value for their

hard-earned premium dollar. It will also support the General Assembly and other policy-

makers in future health care reform efforts. 
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b. P.A. 96-1034 Applicability of mandated benefits to supplemental policies. 

Public Act 96-1034 adds Section 356z.12 to the list of mandates that DO NOT apply to short-

term travel, disability income, long-term care, accident only, or limited or specified disease poli-

cies.  Section 356z.12 is the law that allows young dependents to remain on their parent’s health

insurance policy until age 26 or until age 30 if the dependent is a military veteran.  The law was

effective January 1, 2011.

c. P.A. 96-0967 Public Act 96-0967 

P.A. 96-0967 Public Act 96-0967 amends the Health Care External Review Act by changing the

covered person’s health provider from “a physician licensed to practice medicine in all its

branches” to “who ordered or provided the services in question and who is licensed under the

Medical Practice Act of 1987”.  The law was effective January 1, 2011. 

d. P.A. 96-1326 Insurance Card-Uniform Drug Information Cards

Public Act 96-1326 amends the Uniform Prescription Drug Information Card Act to require dis-

counted health care services plan administrators to issue to their beneficiaries and insureds a card

or other technology containing uniform prescription drug information.  The Act sets forth the

mandatory data elements that the card or other technology shall display.  Also sets forth the defi-

nition of “Discounted health services plan administrator”.  The law was effective January 1,

2011.

e. P.A. 96-1481 Interstate Insurance Product Regulation Compact. 

Public Act 96-1481 creates the Interstate Insurance Product Regulation Compact wherein Illinois

seeks to join with other States to become a member of the Interstate Insurance Product

Commission.  The purpose of the Commission includes, but is not limited to, developing uni-

form standards for insurance products covered under the Compact, providing appropriate regula-

tory approval to those product filings and advertisments satisfying the applicable uniform stan-

dards, and improving coordination of regulatory resources and expertise between state insurance

departments.  The law was effective November 29, 2010. 

f. P.A. 96-0894

Public Act 96-0894 amends the Illinois Health Continuation Act and HMO Act to provide con-

tinuation, for individuals who were involuntarily terminated from employment between

September 1, 2008 and the end (May 31, 2010) of the American Recovery and Reinvestment Act

of 2009 (ARRA), to those individuals who were covered on the day immediately preceding the

involuntary termination (the law otherwise requires the individual to have been covered for 3

months in order to be eligible for continuation).  The law also extended the continuation period

for ARRA impacted individuals to last throughout the period they were eligible for the ARRA

subsidy.  The law was effective May 17, 2010.
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g. P.A. 96-1450 Illinois Life and Health Insurance Guaranty Association

Public Act 96-1450 amended the Illinois Insurance Code to increase limits for Life, Accident and

Health Guranty Fund products.  The law was effective August 20, 2010.

3.   Other State Actions - Department Regulations
a. 50 Illinois Administrative Code 5410 Mandatory Child Only Open Enrollment

Period for Individual Market Carriers

50 IAC 5410 was adopted on an emergency basis to provide insurers with the ability to issue

“child-only” policies during defined open enrollment periods and during special enrollment peri-

ods as defined by the Health Insurance Portability and Accountability Act (HIPAA), thereby

decreasing the impact of adverse selection.  With the implementation of the ACA (and the inter-

im federal regulation), the provisions prohibiting the imposition of preexisting condition limita-

tions or exclusions for children under age 19 for policy years beginning September 23, 2010

resulted in many or all individual health carriers no longer marketing “child-only” health insur-

ance policies.  The permanent rule has not yet been adopted.  

b. 50 Illinois Administrative Code 2015 Infertility Coverage

50 IAC 2015 was amended to clarify the definition of “infertility” to include engaging in med-

ically based and supervised methods of conception, such as artificial insemination.  The defini-

tion was also expanded to include women who cannot engage in unprotected sexual intercourse

due to a medical condition.  The rule amended the definition of “unprotected sexual intercourse”

to include appropriate measures to ensure the health and safety of sexual partners.  Effective

February 11, 2010.

c. 50 Illinois Administrative Code 5430 Health Carrier External Review

50 IAC 5430 establishes standards concerning notice of the right to and requests for external

review, exhaustion of internal grievance processes, standard and expedited external review,

approval of and minimum qualifications for independent review organizations, and reporting and

disclosure requirements.  Effective July 19, 2010.

d. 50 Illinois Administrative Code 5420 Managed Care Reform and Patient 

Rights Act

50 IAC 5420 was amended to include new Exhibit F which provides another biographical affi-

davit format for utilization review organizations to use.  The new Exhibit is the NAIC format

that is more universally accepted.  Effective April 29, 2010.
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4.  Other State Actions – Company Bulletins

a. Company Bulletin #2010-02 (Issued May 14, 2010)

Company Bulletin 2010-02 provided notice to all life, accident and health companies, HMOs,

LHSOs, and VHSPs writing policies or contracts subject to the ACA that the Department intend-

ed to expedite reviews of certified ACA Compliance filings.

b. Company Bulletin #2010-03 (Issued May 27, 2010)

Company Bulletin 2010-03 Notified all insurance companies and utilization review organiza-

tions of requirements for registering as an Independent Review Organization under the Health

Carrier External Review Act.

c. Company Bulletin #2010-04A (Issued June 10, 2010)

Company Bulletin 2010-04A provided directions for filing certified ACA compliance filings to

LAH companies, HMOs, LHSOs, and VHSPs writing policies or contracts subject to ACA.

This Company Bulletin replaced Company Bulletin #2010-04.

d. Company Bulletin #2010-05 (Issued June 28, 2010)

Company Bulletin 2010-05 provided notice to all entities and individuals regulated by the

Department of Insurance that are engaged in the issuance of accident, health or disability insur-

ance policies in the State, that discretionary clauses within policies are prohibited.

e. Company Bulletin #2010-07 (Issued December 7, 2010)

Company Bulletin 2010-07 notified all life, accident and health insurers of Public Act 096-1450

effective August 20, 2010 under which the Illinois Insurance Code was amended to increase lim-

its for the Life, Accident and Health Guaranty Fund products.  The insurers were notified that the

Disclaimer Notice required by 50 Illinois Administrative Code 3401.40 had been changed and

that the new notice should be delivered with a policy or contract newly issued or revised.

f. Company Bulletin #2010-08 (Issued November 9, 2010)

Company Bulletin 2010-08 was sent to all companies authorized to write health insurance in

Illinois.  It required submission and approval of actuarial memorandum and justification review

standards for new and renewal health rates as required by Section 2794 of the federal Public

Health Service Act (ACA).    

g. Memorandum:  Autism Benefit Adjustment (Issued November 18, 2010)

This memorandum provided notice to all companies writing policies subject to PA 95-1005 of

the annual adjustment for autism coverage to $37,260.00 per year.



42

page42

h. Company Bulletin 2010-10 (Issued December 13, 2010)

Company Bulletin 2010-10 was sent on December 13, 2010 to all insurance producers and all

carriers offering health insurance coverage offering health benefit plans in the small group health

market and the individual health market.  The bulletin provided copies of the standardized appli-

cations to industry and filing directions for expedited certified filings with the Department.  The

standardized applications were required to be used beginning January 1, 2011.   
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Exhibits

1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-1

  
Post Office Post Office

Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-2

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-3

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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Post Office Post Office
Zip Code Name Calls Zip Code Name Calls

1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-4

46
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Post Office Post Office
Zip Code Name Calls Zip Code Name Calls

1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-5

47
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-6

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-7

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-8

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-9

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-10

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-11

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-12

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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1 – OCHI Calls Received - (by Zip Code)

From 1/1/2010 To 12/31/2010

Exhibit 1-13

Post Office Post Office
Zip Code Name Calls Zip Code Name Calls
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2 – Calls Received by OCHI - (by Category)  (Top 15)

Exhibit 2
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3 – Materials Sent to Consumers by OCHI - (Top 5)

Exhibit 3
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4 – Calls Received by OCHI Per Month
For Calendar Year 2010

Exhibit 4
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5 – HMO Company Complaint Record -- General Summary 2009

Exhibit 5
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6 – HMO Company Complaint Record Classification Summary 2009

Exhibit 6
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7 – HMO External Independent Review Summary 2009

Exhibit 7
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8 – OCHI Calls By Year

Exhibit 8
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