INSURANCE PREMIUM PRICE RESTRAINT

WHEREAS:

Increases in health insurance premiums in recent years have taken a greater share of median
household income and made it difficult for many U.S. families to save for education or
retirement—or simply to meet day-to-day living expenses—and for employers to maintain the
level of health benefits they provide;

A 2009 Commonwealth Fund analysis of federal data found that “if premiums for employer-
sponsored insurance grow in each state at the projected national rate of increase, then the average
premium for family coverage would rise from $12,298 (the 2008 average) to $23,842 by 2020—
a 94 percent increase”;

According to another Commonwealth Fund report, administrative costs currently account for
nearly 13% of insurance premiums. Administrative costs range from about 5% for large
employers and firms that self-insured, to 30% of the premium for individuals who purchase their
own insurance. Higher costs for marketing, underwriting, churning, benefit complexity, and
brokers’ fees explain the bulk of the difference.

With the passage of health care reform, health insurers will be required to submit justification for
unreasonable premium increases to the federal and relevant state governments before premium
increases may take effect, and to report the share of premiums spent on nonmedical costs;

The law also calls for the creation of health insurance exchanges that offer a choice of plans and
the ability, for the first time, to truly compare plan premiums. The exchanges will have authority
to reject plans with excessive premium increases and to set caps on insurance profits and
overhead at no more than 15% of the total premium cost for large employers and 20% of the
premium cost for small firms and individuals. This is expected to result in cost savings to
employers and workers in the amount of 15% to 20% by 2019;

Insurance companies continue to face pressures at the state and federal levels. State regulators
are becoming more aggressive about challenging health plans’ rate increase requests (Amednews,
September 20, 2010). Massachusetts has capped some premium increases sought by insurance
companies. Congressional leaders have asked large insurance companies to provide more
transparency in calculating premium increases. (Insurancenews.net, September 21, 2010);

While passage of health reform legislation was a major achievement, there are ongoing concerns
as to its long-term affordability and accountability for controlling costs. Failure to control costs
could undermine the goals of health care reform, i.e. accessible and affordable health care for all;

RESOLVED: Shareholders request that the Board of Directors report by December 2011 (at
reasonable cost and omitting proprietary information) how our company is responding to
regulatory, legislative and public pressures to ensure affordable health care coverage and the
measures our company is taking to contain the price increases of health insurance premiums.



