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Chairs Baker and Ige and committee members, thank you for this opportunity to discuss 

health insurance rate regulation.   
The current law on rate regulation has been in effect for about a year.  In that time 

our interactions with the Insurance Commissioner and the staff of the insurance division 
have been cooperative and productive.  It probably helps that our requested rate increase 
in 2008 was only 2%.  So under the present circumstances we have been able to comply 
with the law without great difficulty.  

That being said, we still have concerns about this law. 
First, we remain convinced that medical trends and market forces are the real 

drivers for the level of premium rate increases implemented each year.  Kaiser 
Permanente as both a provider and a health plan is in a unique position.   

As a provider we must assure that we have sufficient resources to provide health 
care to our approximately 220,000 members.  Like any other hospital or clinic we face 
the same difficulties of having payments from government programs that do not 
adequately cover the cost of providing care to the beneficiaries of those programs.  Other 
than those government payments all of the costs for providing health care come directly 
from premiums paid to the health plan.   

As a health plan we have to be sensitive to the impact of any increase on those 
who pay the premiums.  In Hawaii, that’s mostly employers.  Many of these purchasers 
are very price driven.  If we make our premium costs too high they will buy someone 
else’s health plan and we lose members and their premium dollars.  Even with less dollars 
coming into the health plan we are obligated to provide a full range of services to Kaiser 
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Permanente members regardless of the cost.  It is the mixed blessing of being an 
integrated staff model health maintenance organization and it is a delicate balancing act 
that we have done better some years than others. 

When we consider a premium increase this is what we think about and struggle 
with and worry over.  Its not until we have thrashed this dilemma out completely that we 
consider if we will be able to convince the insurance commissioner that our rates are 
appropriate.  Even without this insurance regulation we would be forced to do this dance 
every year because our market is so price sensitive and we are committed to providing 
quality health care at an affordable price.   

It’s also important to note that when compared to the other states, employers in 
Hawaii pay the lowest premium rates for both single employee and family plans.  The 
most recent data available, from 2006, was used by the Kaiser Family Foundation to 
produce the tables provided with my testimony.  Over the last ten years Hawaii has 
consistently had premium rates lower than the national average.  Tables for single and 
family coverage produced by Hawaii Health Information Corporation are also included.  
Hawaii’s purchasers have not needed intervention from the state to have these more 
favorable rates. 

Our second concern is the timing of the rate review as provided in the law.  Let 
me say again that our experience with this insurance commissioner is not problematic at 
this time.  However, this law will continue to apply to the health plans under future 
insurance commissioners who may not be as cooperative.  The law requires a 60 day 
waiting period that may be extended by 15 days to permit the insurance commissioner to 
review the information provided by plans and approve the rates requested.  While this is 
not unreasonable, the law also permits the commissioner to request additional 
information and to restart the waiting period when the information is received from the 
plan.  There is no limit on how many times this can occur  

“When a filing is not accompanied by supporting information or the commissioner does 
not have sufficient information to determine whether the filing meets the requirements of 
this article, the commissioner shall require the managed care plan to furnish additional 
information and, in that event, the waiting period shall commence as of the date the 
information is furnished. 431:14G-105 (d) HRS” 

So deciding when to submit rates for approval also turns out to be a delicate balance.  
Submit them early and we are forced to make assumptions based on older and potentially less 
accurate data.  Submit them later and we run the risk of being asked for additional 
information that can push back the approval of our rates.  Not having approved rates means 
that employers can face an open enrollment period without us being able to provide firm and 
final rates.  This makes everyone’s business more difficult and more expensive due to 
additional administrative costs. 

These are our main concerns with health insurance rate regulation.  We 
respectfully request that you consider them should you decide to make changes to this 
law.  

Thank you again for the opportunity to discuss this matter with you. 
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