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The Silicon Valley Association of Health Underwrite  rs, California’s Benefits Specialists, is an organi zation of insurance professionals
committed to promoting the ethical interest of our industry. We do this by providing continuing educa tion for our members and their
clients and act as consumer advocates with legislat ive leaders at both the Federal and State Level.
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DATC 2010: Sorting Out Sacto
By Jeff Bader, Silicon Valley AHU

Brokers, carriers, general agency reps and staff from all over the state gathered this
spring of 2010 for CAHU’s Annual Day at the Capitol in Sacramento to examine  Cali-
fornia’s political landscape under health care reform and to formulate our message to
legislators on those bills affecting our industry as well as to contemplate the direction and
future of our careers.

“We support everything in these bills except the exchange”, began CAHU lobbyist Steven
Lindsay. He told of a recent meeting in the Governor’s office in which Department of
Health and Human Services Agency (HHS) secretary Kim Belshe spoke in defense of the
agents role in the health care delivery system. Belshe cited the Health Insurance Plan of
California (HIPC), the failed exchange which attempted to remove brokers from the equa-
tion. We need to slow down and “get it right the first time to get the public on board”, says
Lindsay, “we need input from all stakeholders.” To that end, CAHU’s political agenda has
begun to “shift our focus to policy makers” as well as our support of fundraisers for key
legislators at the local level.

Lindsay also foretold some of the market implications of health care reform. “A pre-
mium cliff is coming” for the unsubsidized uninsured he warned. The Lewin Group re-
cently predicted that $1000 premium will go to $1800 in 2014. In similar fashion, Lindsay
is “betting that we’ll see 20% increases each year to 2014 and then add in what reform’s
going to do.”

Sacramento Bee senior editor for opinion Dan Morain addressed California’s financial
woes, blaming the $20 billion deficit on recession, bond debt, the state’s prison system as
well as a “tax structure that's out of whack and doesn’t reflect how we live,” he believes
taxes could be spread more evenly.

(Continued on page 6)
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2010 Jewel Sponsorship

2010 Jewel Sponsorship Opportunities are available!
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EVENT DATE LOCATION SPONSOR

SVAHU Mixer July 14, 2010 Los Gatos California Café

NAHU Region 8
Leadership Conference

Hyatt Vineyard Creek

August 25, 2010 Santa Rosa, CA.

SVAHU Mixer September 9, 2010 Santana Row
SVAHU Sales Expo October 15, 2010 TBD...
CAHU Sales Conference October 21, 2010 Burbank Hilton

Burbank, CA.
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DATC 2010: Sorting Out Sacto

Continued from page 1...

Morain also pointed out the problem of California’s unfunded liability on government pensions. During a brief
guestion and answer session, SVAHU president elect Art Young asked Morain whether a single-payer initiative
would again be vetoed at the governor’s desk to which he responded, “there’s been a bunch of bills introduced
since reform that have brought significant issues that need to be worked out. That's where the focus will be, | don’t
see single-payer happening.” Morain also sides with our organization on Proposition 14, “the current system
doesn’'t work very well and it will (make voting) more reflective of California.”

In discussing Prop 14, “we may never have competitive seats in California,” former Republican Senate Leader Jim
Bruelte suggested, because we tend to live near persons with similar views. He also spoke on the evolving
political environment calling Sacramento “dysfunctional.” Prior to the election of Governor Schwarzenegger,
Bruelte was described as “arguably the most powerful elected Republican in California,” Bruelte now works in the
private sector. “I am so happy not to be part of the California legislature,” he stated, “the legislature | served in is
not the legislature in California today.” From a historical perspective Bruelte detailed the ideological realignment
in American politics and used the term “population mood swing” as we collectively focus on issues and candidates
at election time. The resulting partisan divide has widened over the years and is particularly exacerbated in
California by the growing number of “yellow” independents, or moderates who “decline to state” a party affiliation.

Janet Trautwein, NAHU President and CEO, addressed the audience on the partisanship and other topics. “In a
mid-term election, the President’s party always loses seats,” leading to a better balance, “so people will have to
talk to each other.” As we begin “setting the course for responsible health care reform,” the question she is
probably asked the most is, “are agents getting thrown under the bus?” to which she commented to the audience
that, “your services are going to be needed more than ever,” although, “there will be a compensation squeeze.”
Trautwein continued, “carriers are extremely concerned that they can adequately pay you,” or cause any
“disruption to their distribution network.” On a positive note, one likely outcome, according to Janet, is that “the
good brokers will rise to the top.”

@ &

Are you receiving
SVAHU emails? 1. NAHU’s website: www.nahu.org
2. Call SVAHU at (877) 748-0815

3. Email SVAHU: info@svahu.org

Don’t miss out on AHU news!
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Thanks to everyone who was a sponsor and participated at the 16th An-
nual SVAHU Charity Golf Tournament which was held on Monday, May
17, 2010 at Cinnabar Hills Golf Club. Because of you, it was a HUGE
SUCCESS!! With over 126 golfers and over 150 reception attendees the
16™ Annual SVAHU Charity Golf Tournament crushed the charity fund
raising goal set for this year’s tournament. Everyone really stepped up
resulting in this record fundraising effort.  Several thousand dollars
were raised for our 2010 selected charities: Family Support Housing,

Operation Intercession & The Tiana Foundation. Michael Lujan & Jim Pippins (L-R)
Golfers received an overflowing welcome bag with goodies in a recyclable Anthem Blue Cross bag. Anthem
Blue Cross also provided each golfer with a golf shirt, free range balls and lunch. On the course golfers
received free unlimited beverages & snacks provided by AFLAC, Beere & Purves, Claremont Insurance
Company and Warner Pacific.  Incredible golf tournament prizes were provided and sponsored by Kaiser,
Provident Credit Union and UnitedHealthcare, memorable photo’s of each individual in the foursome were
sponsored by Provident Credit Union, a hosted cocktail reception by Blue Shield of California and to top it off
a Gourmet Dinner and wine Sponsored by Word and Brown. The Prime Rib was just incredible! We also
would like to thank Dwight Clark, former NFL great with the San Francisco 49er's and now with Filice
Insurance Agency for attending our reception and dinner to donate and auction an autographed football of
“The Catch”. The highest auction bid (a very generous donation too) came Michael Lujan, Sales Director for
Blue Shield of California.

The success of your charity golf event revolves around maximizing player turnout, increasing pledge sizes,
obtaining sponsored prizes, and choosing the right tournament play format. The SVAHU Core Golf
Committee: David Yamamoto, Brian Sullivan, Velma Williford did just that in coordinating a success golf
tournament. For me the SVAHU Golf Tournament was my chance to work with Brian for a 2nd time, Velma
for a 3rd with Velma and David for a 6th. It was so nice to bring back some of the dream team golf volunteer
committee members. And to our volunteers for your dedication and hard work. Our golf tournament could
not happen without the scores of people that assist us in making it such a success year after year. We can't
forget to thank the Cinnabar Hills Golf Club for their outstanding customer service they graciously provided to
the golf tournament.

Thank you again for the honor of being your 2010 Golf Committee Chair. | had a blast and am honored that |
along with the golf committee and charitable committee consisting of David Garcia, Steve Brauer and Abe
Phillips ... are looking forward to donating an unprecedented amount to our selected charities this fall.  Jeff
Bader and Art Young....thank you so much for making this year positive for the entire golf and charitable com-
mittee!

I am proud to be associated with such a generous group of companies and individuals. Please don’t forget
support our sponsors! It is generosity like theirs that really do help ma ke events successful!!

| look forward to all seeing you next year at SVAHU's 17" Annual Charity Golf Tournament next year!

;686 0o + =
++ 0 11
1st Place 2nd Place 3rd Place Closest to Hole
Bill Ayers
Tuan Nguyen Tom Lindberg Michael Baker .
Ross Peterson Ken Williams Eric Peters L.an?St. Drive
John Test John Lapaya Bill Ayers Jim Pippins
Ed Madge Dean Fletcher Greg Yoder Ladies

Jannie Lapaya
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Title Main Event Sponsor

Anthem Blue Cross of California
www.Anthem.com/CA
David Garcia Regional

Sales Manger for Individual and Senior

831-521-1921
David.Garcia@Wellpoint.com
Luis Chibras Regional

Sales Manager for Small Group
925-600-8200
Luis.Chibras@Wellpoint.com

Raffle Prize Sponsor

UnitedHealthcare
www.uhc.com

Kenneth Gilmore
kenneth.gilmore-coker@uhc.com

Large Group Sales
415-546-3219 - Office
415-377-3100 — Cell
Kenneth.gilmore@uhc.com

Small Group Sales 2-99
Reshmi Prasad

PH: (408) 487-3515
Reshmi_prasad@uhc.com

Kaiser Permanente

www.kp.org
800-789-4661

Beverage Cart Sponsor

Cocktail Reception Sponsors

Blue Shield of California
www.blueshieldca.com

Michelle Rose

Small Group Sales

Office: 408-452-6904

Cell: 408-309-4705
michelle.rose@blueshieldca.com
Tami Sires

Sr. Regional Sales Manager

IFP & Medicare Supplement Sales
Tel: 408-452-6907

Cell: 408-204-1617
tami.sires@blueshieldca.com

Tee Sponsors

AFLAC

Aetna

Anthem Blue Cross of California
Blue Shield of California
Claremont Insurance Services
EBA&M

Health Net

Kaiser Permanente

MetLife

Provident Credit Union
UnitedHealthCare

Warner Pacific

Word and Brown

AFLAC
www.aflacforbrokers.com
Ben Carey

925-262-7246
Charles_carey@us.aflac.com

Beere & Purves
www.beerepurves.com
888.722.3373

Claremont Insurance Services
www.claremontcompanies.com
800.696.4543

Warner Pacific
www.warnerpacific.com
800.801.2300

Golf Balls Sponsor

Aetna

www.aetna.com

Kim Morrison

Large Group Sales Director
415-645-8155
MorrisonK@aetna.com

Photography Sponsor

Provident Credit Union
www.providenthsa.com
Mark Flowers
650-508-0300 x2613
mflowers@providentcu.org
Joe Davis

650-508-0300 x2606
jdavis@providentcu.org

Dinner Sponsor

Word and Brown
www.wordandbrown.com
800-255-9673

Hole-In-One Sponsors

Provident Credit Union
www.providenthsa.com
Mark Flowers
650-508-0300 x2613
mflowers@providentcu.org
Joe Davis

650-508-0300 x2606
jdavis@providentcu.org

Amy Byrne & Angela Crayne (L-R)

Hole-In-One Sponsor
(Mens & Ladies)

Kaiser Permanente

www.kp.org
800-789-4661
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Health Law's "Grandfather" Clause Could Deprive Con  sumers of Key Benefits
www.kaiserhealthnews.org

Millions of Americans could lose some important benefits of the new health overhaul law depending on how
the Obama administration chooses to interpret one term: "grandfathered.”

Under the law, existing, or "grandfathered" health plans are exempt from several consumer protections, in-
cluding a requirement that beginning as early as September prohibits health plans from charging co-
payments and other cost-sharing for certain preventive health services such as immunizations and cancer
screenings.

The issue has touched off a debate over how grandfathering is defined, with some consumer and employer
groups squaring off. Consumer groups say that if the definition is too lenient many Americans wont get the full
benefit of the law. Meanwhile, some business groups say that if their plans have to forfeit their grandfather
status, they’ll be subject to all the new rules that raise costs and premiums.

Congress included the grandfather provisions in the bill to give employers and insurers time to transition to
the new law. But the law is mostly vague on exactly what constitutes a grandfathered plan. For example, does
a plan lose its grandfather status if it increases employees deductibles or changes prescription drug cover-
age? Plans that give up their grandfather status must abide by all the consumer protections in the new law.

The administration, which is writing the regulations that implement the new law, is expected to issue its
guidance soon on how it interprets the grandfathering clause.

Asked about the issue, Jessica Santillo, a spokeswoman for the Department of Health and Human Services,
didn’t comment directly. Alluding to President Barack Obama’s oft-repeated pledge, she said, "Under health
reform, Americans who like their health care can keep it and we'll change the balance of power to put con-
sumers in control of their health care, not big insurance companies. Our work to implement this law and draft
regulations is ongoing, but we've already made tremendous progress."

'Plans Can Evolve'

Many employer organizations, including the U.S. Chamber of Commerce and the National Federation of Inde-
pendent Business, are pushing for a loose interpretation of "grandfathering" that allows employers to maintain
flexibility in designing coverage. They want employers to be able to make changes in their health plans while
retaining their grandfathered status. They fear that many of the laws requirements will increase costs and pre-
miums.

"The no-brainer solution is to have an understanding that plans can evolve and change and that should not
trigger loss of grandfathering, said James Gelfand, a lobbyist for the U.S. Chamber.

America's Health Insurance Plans, the major health insurance lobby, also backs a broad definition that would
allow plans to make "routine” changes and still maintain their grandfather status. "Our focus is on minimizing
disruption for the more than 200 million people we serve as we look at these implementation issues," said
spokesman Robert Zirkelbach.

But consumer groups and organizations such as the American Cancer Society Cancer Action Network worry
the "grandfathering" clauses will be a huge loophole that allows employers and insurers to avoid complying
with the law's increased consumer protections and benefits. "This is one of the most critical issues going for-
ward in the regulation writing," said Erin Reidy, senior policy analyst at the cancer group. "We are very con-
cerned.”

(Continued on Page 12)
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Health Law's "Grandfather" Clause Could Deprive Con  sumers of Key Benefits
Continued from page 10...

Reidy said that grandfathered plans could go on into perpetuity because the law does not give a date when
that status expires. She said the group is recommending that the administration "adopt a real narrow defini-
tion of grandfathering and any change to coverage should constitute a loss of grandfathering status.”

Consumer Protections

The grandfathered plans are subject to some consumer protections in the bill, including a requirement that
plans provide dependent coverage for children until age 26; a ban on pre-existing condition exclusions for
children this year and everyone in 2014, and a prohibition on lifetime insurance limits. In addition, grand-
fathered health plans will be blocked from retroactively canceling coverage after a policyholder gets sick.

But grandfathered plans also will be exempt from some consumer protections, including one requirement that
health plans cover certain treatments associated with clinical trials, and another that limits annual out-of-
pocket costs. In addition, grandfathered plans won't have to meet new rules limiting how much premiums can
vary based on age and tobacco use.

Some state regulators are confused. "What's not clear to me is actually how we are going to define a grand-
fathered plan," said Beth Sammis, acting insurance commissioner for Maryland.

Some employers are concerned that changes they typically make every year to their employee health cover-
age -- such as changing a policy’'s co-pays or deductibles could alter a plans grandfathered status.
(Employers) ability to manage future costs will be constrained to some degree, said Neil Trautwein, vice
president and employee benefits policy counsel for the National Retail Federation. There are cases where
(medical) practice may change, where they might want to encourage behavior further incentives on wellness,
for example and were leery about how big a tripwire there will be for changes."

Employers are anxious to see the new regulations from the Obama administration because they need the in-
formation this summer as they develop their health benefits for 2011, said Sally Doubet King, a partner with
the McGuireWoods law firm in Chicago. "I know of several employers who want to be sure not do anything
that would take them out of grandfather status," she said.
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Legislation

Kirk Stoddard, VP Legislation

Our Day at the Capitol in Sacramento on May 11™ and 12" was well represented by eight of your SVAHU mem-
bers attending. Those on the board that attended were incoming SVAHU President elect Art Young, President
Jeff Bader, Secretary Susy Spackman, former Leg chair powerhouse Dave Bauer, PAC Chair Oly Storz, PR chair
Mika Storz, and me. A pleasant surprise appearance was made by —Alan Eckman, former Leg chair for many
years.

We all were glad to hear words of wisdom from the likes of CAHU lobbyist, Steve Lindsay and John Lovell. They
not only provided valuable CE credits but also prepared us for our meeting with our legislators offices on May 12".
We also were honored to hear NAHU CEO Janet Trautwein speak eloquently about the current state of affairs
since Health Reform passed in March.

| was indeed fortunate to arrange appointments to meet with a total of 11 Senators and Assembly members or their
staffers. In fact, there were so many receptive legislators willing to hear our side of the Health Care reform story,
we had to distribute some of our meetings to other Bay Area chapter members such as Deanne Malone, Incoming
GGAHU President, Linda Rose, CAHU President Elect and Bob Herzog, CAHU VP Finance. We simply did not
have time to do it all ourselves!

We did meet with the following legislators face to face:
Assembly Member Ira Ruskin
Assembly Member Paul Fong
Senator Leland Yee
Assembly Member Jim Beall

We also met with key staff members for:
Assembly member Joe Coto
Senator Joe Simitian

Other Leglslator meetings that we “distributed” to other CAHU members were those with:
Assembly Member De Saulnier
Assembly Member Buchanan
Assembly Member Jerry Hill
Assembly Member Loni Hancock
Assembly Member William Monning

In each meeting we told them of our concerns for the pending legislation in the Legislature:
SB890 will limit choices of all IFP plans to just 10 plans from the current 138 offered in the
marketplace
SB 900 and AB 1602 are bills that would create a California non-profit exchange in 2011
before the Federal Govt. even has had a chance to develop a comprehensive plan for 2013.

Our main concerns were and still are that the state not get out ahead of the federal regulation setting process.
While we have some framework to operate from there is enormous discretion for the federal regulatory authorities.
It is important given the massive changes that have to be implemented we get it right the first time. NO one wants
to spend the resources to do it twice . We do not see how California can get it right when we only know the broad
outlines with few details.

Formal letters were sent to each legislator’s office that we visited thanking them for taking the time to visit with us.
Some of the staffers even asked to be on the mailing list of NAHU newswire!

Sincerely,

Kirk Stoddard

Leg Chair
SVAHU
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HALF WAY ACROSS THE BRIDGE
PAC Report for July, 2010
Submitted by Oly Storz, PAC Chair

Today we stand half way across a bridge. We began on the side of HMO'’s, PPO’s, HSA’s, HRA'’s, Medicare
Advantage plans, Section 125 plans and other innovative plans designed by the private market to provide
consumers choices and contain costs. On the other side of the bridge, where we are being dragged, lies the
land of government- controlled or government-run healthcare. Among its features are mandated benefits
(hair transplants in Minnesota), minimum loss ratios, unlimited lawsuits, waiting lists, rationing, lack of choice,
increasingly restricted services for the elderly, bureaucratic control and.....no agents! Yes, before we reach
the other side, we will fall off the bridge. If we survive and swim to shore, we will be offered jobs as
“navigators” for the government plan.

There is a fierce battle being waged in the middle of that bridge. It could still go either way. On the way
across, we faced a double-barreled shotgun. We were badly wounded by the first blast fired by the Federal
Government. The second barrel is about to be loaded by the state of California but the ammunition won't
arrive until November. The new governor, if he is the wrong one, could pull the trigger. So, our mission is
clear. We cannot risk the election of an unpredictable candidate. After the ugly, underhanded, deceitful,
ruthless, political healthcare fiasco that transpired in our nation’s capitol, nothing should surprise us.

California doesn’t have to wait until 2014 to implement government healthcare. Our state has already passed
government healthcare in the Legislature—on more than one occasion. The legislation only requires the
Governor's signature. The same people who regularly write and pass this legislation will also be
implementing the federal legislation. While we have been distracted by the theatrics in Congress, our state
politicians have been busy.

Are we going to fight or cave in and surrender our jobs and careers? Is it worth the fight? Can we win? Do
we really want to experience a second-rate, government-run healthcare system that will be operated by the
same people who created the bankrupt Social Security, Medicare, Medicaid and postal systems?

We must fight! It is worth it! We can win! But, we must all commit to joining the fight!

The formula is not complicated. Political battles require money. All our efforts must eventually translate into
campaign contributions, whether for key, individual candidates or for ballot measures. Our CAHU contribution
of $100,000 to the redistricting measure in 2008 was instrumental in gaining passage—by a narrow margin.
The impact will soon be felt as formerly “safe districts” will be redrawn resulting in a larger number of
competitive districts. THIS IS A GOOD THING!

Our PAC must raise a large amount of money for the election in November of this year. We need help from
EVERYONE who earns a living in our industry. We simply cannot sit on the sidelines anymore and expect
others to save us.

PLEASE, PLEASE, PLEASE TAKE ACTION TODAY!

Go to www.cahupac.org _ and print out the mail-in form. Complete the form and be sure to enter SVAHU as
your chapter. Fax to the number on the form or to Oly Storz at 408-395-3363. Faxing avoids sending your
credit card information over the internet.

Please consider signing up for a regular monthly credit card contribution of at least $21/month, our Ruby
level. However, any amount will be welcome and appreciated.

Please help us today to fight for your jobs and careers!
THANK YOU TO ALL OUR LOYAL CURRENT CONTRIBUTORS!

For more information, please email me at oly@creativehealthins.com or call me at 408-395-3303.
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Guidance Issued on Reform Law's Tax Credit for Smal | Businesses
www.californiahealthline.org

The Obama administration has issued guidelines on the eligibility requirements and benefits of a small-
business tax credit under the new health reform law. Beginning this year, small businesses that employ fewer
than 25 full-time workers with average annual wages of $50,000 or less and cover at least 50% of the cost of
coverage will be eligible for a 35% federal credit on premiums.

The subsidy will be available to small-business owners through 2014. In 2014, it will be raised to 50% of pre-
mium costs if employers purchase coverage through the insurance exchanges established by the overhaul.
The tax credit will not be available after 2015.

According to a fact sheet issued by the U.S. Treasury Department, "The credit phases out gradually for firms
with average wages between $25,000 and $50,000 and for firms with the equivalent of between 10 and 25 full
-time workers."

The Treasury fact sheet also notes that:

- The credit applies to medical, dental and vision coverage;

- Not-for-profit groups, such as religious groups, would be eligible for a partial tax credit;

- Businesses in about 20 states that already get state tax breaks to subsidize premium costs also will be eligi-
ble for the federal tax break;

- Businesses with 10 or fewer full-time employees will be permitted to choose from three different methods to
determine workers' hours, which will help employers "minimize their bookkeeping duties while receiving the
maximum tax credit for which they are eligible™;

- The tax credit will reduce small businesses' expenditures by $40 billion through 2019; and

- About four million U.S. businesses potentially will be eligible for the credit.

Credit Guidelines Draw Mixed Reactions

James Gelfand, health policy director for the U.S. Chamber of Commerce, said, "For some businesses this
will be helpful, but for many it will not be helpful,” adding, "You have to be so small that it will be difficult.
We're thinking mom-and-pop shops with one or two employees." Gelfand also noted, "It's hard to imagine
businesses creating health care benefits in response to this credit," adding, "It's much more likely that this
credit will offset the cost to businesses already providing coverage."

Meanwhile, officials at the National Federation of Independent Business -- which announced last week that it
is joining a multistate lawsuit challenging the constitutionality of the new reform law's individual mandate --
said that the group will continue to work to overturn the law and the mandate.

NFIB Tax Counsel Bill Rys said that the group was aware of the tax credit but it "doesn't impact our decision
[to join the lawsuit, because it doesn't address our number one concern, the cost of health care.” Rys added
that NFIB has concluded that the benefits of the new tax credit would be "minimal” for small businesses and it
would not encourage businesses to provide coverage to their uninsured employees. NFIB's website states
that "very few small businesses will actually qualify,” noting Congressional Budget Office data to estimate that
"just 12% of the small business population would benefit in any way"

IRS Releases Average Premiums for Determining Small Business Health Care Tax Credit - For Califor-
nia, the Employee-only Coverage limit is $4,628, and for Family Coverage it is $10,957.

Two Handy Online Calculators for the New Small Busi  ness Health insurance Tax Credit -
Starting in 2010, up to 4 million small businesses that offer healthcare coverage to their employees may be
eligible for a tax credit. Fill in the amounts and find out what your tax credit will be.

http://www.nfib.com/issues-elections/healthcare/credit-calculator

http://smallbusinessmajority.org/tax-credit-calculator/
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