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       My name is Frank Kelly, III, and I am the President and Chief Executive Officer of Kelly & Associates  Insurance Group.  With me at the table today is Jonathan Anders, Chief Executive Officer of Workforce Tactix, Incorporated.  Jonathan and I are representing the Maryland Association of Health Underwriters and the National Association of Insurance and Financial Advisors of Maryland.  The 1300 members of these two organizations are, in turn, representative of additional thousands of licensed insurance producers in Maryland who deliver health insurance and related products and services to hundreds of thousands of Maryland citizens, both through their employers and individually.  As Maryland legislators know, our members are often referred to as the “brokers”.  
	
	Some Council members know my father from his service as a State Senator from Baltimore County.  You may not know that he and my mother started our business in the basement of our home in 1976.  Today, from our offices in Hunt Valley, our 350 employees provide services as a third party administrator to the insurance producer community, and we also directly serve the insurance needs of many businesses and individuals.

	Mr. Anders began his career as an insurance producer approximately 20 years ago and today operates a 55-employee business that is capable of providing highly sophisticated strategies for employers to manage their employee benefits including health insurance.  I should also point out that Jonathan and I are here on behalf of insurance producers of all sizes, from our companies down to a single business owner with an assistant.  The one characteristic that we all share is the willingness to take the risk and make the investment necessary to make our businesses successful.

Even in the absence of federal health care reform, the Council should know that the world of the health insurance broker is rapidly evolving.  We are no longer simply engaged in the procurement of health insurance for our business clients.  Instead we provide additional services that are not part of the traditional insurance transaction.  The administration of wellness programs for the employees of our clients is just one example of these services.  

Maryland insurance laws governing the conduct of licensed insurance producers have not kept pace with changes in the marketplace.  We will be approaching public officials in Maryland soon to recommend specific changes in these statutes that will permit producers to have the flexibility they need in delivering the services that their clients need.  We began our discussion of these changes yesterday in a meeting with Insurance Commissioner Sammis to discuss the anti-rebating statutes in the Maryland Insurance Article.

As one example, the manner in which producers are compensated must change with the services that are provided.  Historically, an insurance producer’s income has been based exclusively on commissions earned from the sale of insurance, and was generally expressed as a percentage of premium. Today, commission income in the small group market has evolved into an amount paid on a “per employee, per month” basis to help control costs.  

A principal change that is also needed in Maryland law is the ability of the producer to charge fees for services.  In conjunction with the charging of fees, we support appropriate disclosure requirements to our clients.  There are already models in the marketplace for this method of compensation.

With respect to health insurance exchanges, we respectfully recommend that the Council review a study entitled A HEALTH INSURANCE EXCHANGE FOR MARYLAND? Comparing Massachusetts and Maryland commissioned by our two organizations and conducted by Professor Jonathan Gruber of M.I.T.  Professor Gruber is a nationally-known health care economist, and the study consisted of an examination of Maryland’s current system of distributing health insurance compared with the Massachusetts Insurance Connector.  As the Council knows, the Massachusetts Connector is the most advanced model of a health insurance exchange operating in the United States.  An important finding of the study was that the Maryland system, in which third party administrators (TPAs) play an essential role, has all of the functionality needed by a health insurance exchange.  In particular, Maryland TPAs are able to include the allocation of public subsidies for private health insurance premiums.  Therefore, we firmly believe that any exchange in Maryland should utilize the capability that our private sector has already developed.  Furthermore, we believe that an exchange can operate by using multiple administrators who meet a set of criteria established by the State. This model would permit the continued orderly operation of the current market, and simply add the exchange for those who wish to use it.

Another concern is the possibility of unfair competition between products offered on the exchange and those offered through traditional channels.  We do not wish to see the considerable power of the State used to tilt the playing field in favor of the exchange over other distribution channels for insurance products.  It is important to keep in mind that an exchange should simply be an additional method of purchasing health insurance, and will not be afforded any special advantage over any other method.

Having voiced these specific concerns, we should also advise the Council that we are prepared to fully engage both the Administration, and the General Assembly when it convenes in January, on these broad issues.  The decisions that Maryland officials will make as the Federal law is implemented will have a direct and substantial impact on the livelihoods of our members and all insurance producers in Maryland.  Although we may not always agree, we pledge to take both a creative and constructive approach to this undertaking.

Thank you for the opportunity to speak with you today.

