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PROCEEDI NGS

COW SSI ONER REDMER:  Good afternoon, everybody.
This is Al Rednmer of the Maryl and | nsurance
Adm ni stration, and wel cone to our 2019 rate review for
t he 2020 proposed rates for the small group and
i ndi vidual health insurance market. For those of you
that are on the phone, thank you for joining us and, if
you coul d, please put us on nmute until or unless you're
going to speak. Wth me fromthe Adm nistration today;
tony far left is Brad Boban fromthe actuarial team to
my imediate left and returning to the Insurance
Adm ni stration our new Chief of Staff Zac Peters. Day,
| i ke, four or sonething?

MR. PETERS: Sonet hing.

COW SSI ONER REDMER:  To ny inmmedi ate right is
Van Dorsey, our principal counsel fromthe Attorney
Ceneral's O fice. To the far right is Todd Switzer, our
chief actuary. Next to Todd is Nancy Muiehl berger, who
basically runs everything. Also in the roomwe have
Adam Zi mmer man, one of our actuaries, Tyler Hoberstole

fromthe governnment relations team M ke Patty, our
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director of governnment relations, and Julie Hatchet, our
associ ate conm ssi oner of Consunmer Education and
Advocacy. Also with us today is J.P. Cardenas fromthe
Exchange as well as Mchelle Everly, the executive
director of the Exchange. Thank you for being here, and
Pat O Connor from HEAU of the Attorney General's office.

Before we get started |I just want to pause and
t hank our team You may or may not know we didn't have
air conditioning till about 11:30 or so this norning.
The Maryl and I nsurance Adm nistration actually cl osed.
Everybody went except for the dedicated fol ks that are
here today, so appreciate you hangi ng around because |
sure didn't want to do this by nyself.

And with that, again, thank you for being here.
This is sonmething we've been doing for, | guess, this is
year nunber five and this hearing is our continuing
effort to conduct business in an open and transparent
manner, SO we appreciate your participation. As you
know, we're in a nmuch better place than we were just a
coupl e of years ago through the hard work of Governor

Hogan, the Maryl and General Assenbly, the Insurance
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Adm nistration, and the Health Benefit Exchange.
Col l ectively, we received a 1332 waiver fromthe federal
government instituting a reinsurance programin the
i ndi vi dual market that has seen some success.

So, we are optimstic, but with that being said,
we're going to go through the sanme thorough review of
the proposed rates as we always do. Normally at this
time, | forget about Todd Switzer and | |aunch into
sonet hing else, but | actually read the agenda this
time. So, | will reintroduce Chief Actuary Todd Switzer
for his opening remarks and overvi ew of the market.

MR. SW TZER: Thanks, Al. Good afternoon, thank
you for being here. Before the carriers come up ny aim
is to give a background. It covers a variety of topics.
| hope it hits one of concern to you and it sets a
framework for the discussion.

COW SSI ONER REDVER:  Hey, Todd?

MR. SW TZER: Yes.

COW SSI ONER REDMER:  Excuse ne for
interrupting, could you nove closer to the phone and

speak | ouder for the folks that are on the phone?

Veritext Legal Solutions
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MR. SWTZER: Sure. | was going to access a
little bit of the slides so I'll try to speak |ouder if
t hat works.
COWM SSI ONER REDMER:  Okay. Yep.
MR. SWTZER: So, just -- I'mgoing to speak in

row 2, as you're famliar, 2 canps. The individual
non- Medi gap mar ket blew by their coverage w thout the
benefit of an enployers contribution or assistance and
the small groups with 50 or fewer enployees. And it's
been a while since the press release cane out so let's
tal k about the individual market.

First, the size of the market is, as of March
31st, of 201,001 people, Marylanders. The market share
breaks down as 56 percent for CareFirst HMO. For the
PPO about 6 percent, CareFirst PPO, and Kai ser at 40.
What was filed on May 1st was a 2.9 percent decrease
conposite overall. The range within that is a negative
8.9 for CareFirst HMO. That has since cone down to
negative 10. There's lots of integrations along the
way, 9 for the PPO and 3.9 for Kaiser's HMO. That

foll ows | ast year where the overall increase was a

Veritext Legal Solutions
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negative 13, a negative 17 for CareFirst, negative 11
for the PPOwi th CareFirst, and negative 7 for Kaiser.

One unique thing | wanted to bring out is that
as the rates have been filed for the first tine in a
long tinme, Kaiser's not the |lowest rate and that's a
dynam c that -- a different, unique nodel just that we
took note of. So, this 200,000 nenbers is nore than we
excepted to have at this time. Wkely, when they did
their 1332 nodeling thought we woul d have an average of
about 181,000 for the year. W do expect from past
patterns a bit of a drop off fromthis but we' re ahead
of where we thought we would be at this point. And part
of that -- next slide, please.

| just wanted to bring out where sone of the
growt h happened, and by growth | nean | tried to conpare
this year's open enrollment fromthe Exchange's data to
| ast year's, so January to January. And over the 26
counties where the top 10 growt h happened was in the
rural regions in Wcom co County, Caroline, Eastern
Shore, Western, Southern Maryland. Double-digit growth

at the top, 27.8 in sonme of the regions of the state
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where the uninsured rate is the highest and the need is
alittle nmore for access and affordability, and that's
where we saw the growth. A lot of the tax credits, as
you know, in sonme regions where CareFirst is the only
carrier, sone of the tax subsidies are very high which
is 800 a nonth or nore, and it produced sonme of those or
at | east played in.

Let's go to snmall group. The size of the market
i s about 270,000, and we did see a |little bit of growth
fromlast year. W used lots of legal entities but we
just | ooked at the 4, rolled themall together. ©Market
share CareFirst at 71, | have United at 25, Aetna at a
little nore -- little below 1, Kaiser at 4. Last year
what was approved was 4.9, an issue that's been filed is
simlar, 4.4. There's a big range on that. This is the
first quarter '20 or first quarter '19, anywhere from
1.6 up to 15.5 so there's a big range conposite of 4.4,
and that hopefully sets the picture for small group.

Let's go to the next slide. So, it's inportant
that we don't forget |ooking back we | ooked at gain | oss

and for all of the carriers represented in the room

Veritext Legal Solutions
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when we | ooked back at individual it does exclude sone
of the carriers that are no |onger with us, just wanted
to be clear on that. But in the individual market, we
| ooked at privileges one year before ACA and then when
ACA or -- | neant small group for the two main pieces of
the Affordable Care Act. It's inportant that we don't
forget that over the -- since the start of ACA in
i ndi vidual market, a half a billion dollar Ioss.

So, for the nonprofit, it's consistent with
their mssion. They stayed in the batter's box and had
t hose kinds of loss. This year was a wel cone change, a
56 mllion dollar gain, this year being 2018, 4.2
percent. And then just to |look at the other counter
pi ece of it of small group, 371 mllion gain, 6.9
percent over '14 to '18. These are different carriers
in here, you got Aetna and United in here as well, and
in 2018, a 27-, 28 mllion dollar gain.

So, trying to provide sonme context. [|'Il |eave
sone of this as a legal hind for you if you care to | ook
further, but when we went from'13 to '14 there was sone

bi g, big changes and we see how the 5 years have
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unfolded. | wanted to just take a m nute on the
i ndi vidual to break out the 55 million dollar gain, 56
and point out that for the HVO of CareFirst was 7.4, for
the PPO 3.5, and al though Kaiser did better, it was 11
mllion dollar loss. So, that's how we break that apart
and understand the rate increases. They seemto align
with the financial results directionally that we saw a
m nute ago. One last thing I'Il |eave for you.

We just tal ked about a few nunbers, again, for
context. We tal ked about the 55 mIlion for individual
ACA, for 28 mllion for ACA small group. But this is
for, again, all the carriers here. Their whole picture,
all the other coverages that are offered so we can see
t he whol e picture and see that there are other
pressures, on financial pressures. And the self-insured
mar ket loss 42 mllion, '18, Medicaid loss 2 mllion, it
was a wi de range anong the MCOs. Large group nmade it
151 mIlion.

Agai n, for context to state what we're talking
about and then see the whole picture. So, the rate

i ncreases we just saw, these are sone of the main
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assunptions that nmy teamand |I | ook at. You've heard
them before, I'Il talk about some of the main ones. As

you know, if any one of these assunptions changes the
rate increases changes. \Whether it by a lot or by a
little, but they change. And for the individual nmarket,
again, filed 5-1, the average trend that was fil ed was
6.9 percent.

There's a range on that from4.3 to 9.5. 1In
ternms of contribution to reserve or profit, the average
is 2.4, ranges from2 to 3. Adnmnistrative costs, $60
per menber per nonth, a very wi de range. And for snal
group, average is 7.4, range was 3.9 to 11.2. Profit
contribution to reserve conpares at 0 up to 3.4 for an
average of 2, and the adm nistrative costs are a little
flatter.

On the individual market for risk adjustnment for
what CMS published not too | ong ago, Kaiser paid 120
mllion on risk adjustnment transfers. There was about
30 mllion to CareFirst HMO, 90 mllion to CareFirst
PPO. That dynamic is still very, very real in the part

of the filing. On the admnistrative cost side we're
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working with the carriers. W've had sone concern,
we' ve | ooked at some data for the whole country, tried
to see where Maryland falls in terns of adm nistrative
cost and while we want to get sonme nore data, it's like
we' re about the 75th percentile and that's sonething
that we want to understand better.

So, we've been asked for other things that we
and the actuaries consider, that result is considered.
One thing is to look at high clains, and this is the top
10 clainms in the individual market by the four carriers.
| understand that in a vacuum these don't nean too nuch,
but we've also | ooked at the clainms probability to

sedition and tried to | ook for anomalies and this

doesn't | ook abnormal to us. W expected mllion dollar
clainms, we thought we m ght see sonme 5 mllion or even
10 million but we haven't, thankfully.

And we keep nonitoring that and when we | ooked

at these clainms in light of the reinsurance program we

saw how nmuch is still the conpanies liability and we had
about 75-25. | don't know, Brad, if you wanted to add
anything to that. | know we talked a little bit.

Veritext Legal Solutions
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MR. BOBAN: Yeah, the 75-25, | nmean, this is for
t he nost extrene claimnts. For |ess extreme claimnts
the state's going to be picking up a greater share, and
so a lot of this is given by the cap. The reinsurance
program only pays up to 250,000, and so we | ooked at
everybody eligible for reinsurance and we didn't have
quite this breakdown. But this does denopnstrate that
carriers still have a lot of liability for these
reinsuring menbers.

MR. SWTZER: And a lot of, in fact, to care
managenent. Another factor that we consider is what
canme out about nonthly growmth fromthe HSCRC on the
hospital per capita gl obal budget revenue increase, and
t hat nunber you may recall, 3.28 for fiscal year of rate
year 2020. And the way we're figuring that into our
review is that the 3.28 of this year was split into
private and public of 4.79 and 3.09, and that tied with
the fact that effective of a week or so ago, 7.1. The
paynments to private carriers -- private payers used to
be 6 percent higher than public. That's gone to 7.7,

and that's why this 1.7 difference is there.
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And as we project for our rate filings from' 18
to '20, | believe what happened | ast year, 1.37, 4.79
for the annualized 3.07, just to be clear on how we're
using this data that canme out fromthe HSCRC. There's
| ots of reason why for the hospital piece which is about
39 percent of the total claim It won't be exactly this
nunmber, it's a m x of hospital use, m x of service
changes, et cetera. But that's not to dimnish, but it
has an inpact and it's part of what we're thinking
t hrough extensively.

Anot her aspect we | ook at for context is the
ri sk-based capital and the net incone. So, this is for
all the legal entities that have filed. MWhat I'll bring
out is from'17 to '18, statutory basis, that the
ri sk-based capital went up 490 to 534 for artificial
number of the total adjusted capital where we've
aut horized control level. But directionally, the right
direction and the sane with the net income, 4.7 to 1 to
6.0. That wasn't the case if we showed nore of these
years. There's lots of negatives here and there were

negati ves before, but sonme of the noves will hopefully
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stabilize and the kind of rate increases we got are tied
with this as well.

Take a m nute on the reinsurance program The 5
nunbers | wanted to talk about. First, there's the 181
or -82 nenbers that on average for the year '19, we
t hought we'd have, again, that may be higher. The
second nunber is the estimate for 2019 is that the
rei nsurance would cost 463 mllion. That's with the
Exchange and their hard consult and our process of
evaluating is it 462, is it a different nunber. I1t'I|
be different even if only for the change in enroll nent,
but an inportant nunber.

The second is, as you recall, the state put in
365 mllion of seed noney and, as you know, the tax
subsi di es and the prem um cone down, the federal
governnent pays |less in subsidies and they give that
nmoney back to us in passthrough, so that anmunt was
779, 000, 000. So, that 365 leveraged up to 1.1 billion
and if you care later this is how the noney gets
depl eted over the 3 years, and this was the estimted

rate inpact, negative 30. About negative 30, negative
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14 but, one, the Exchange is renodeling this. 1've cut
it off at 4 years, but 10 years. W want to be careful
managers of this and make sure that we | ook at it
regularly and that the 10-year projection with the
benefit of better information, make sure we're on track.

And, al so sone |egislation, as you know, was
passed to have not just this 365 but another 1 percent,
whi ch was estimated at 600 mlIlion over 4 years or 140
mllion in 2020 to keep this program able to absorb any
fluctuations and provi de sone other options (inaudible).

So, sone question, is the waiver working. The
way we're defining working is -- | think it was said
well by Health Care For Al in their paper yesterday --
one of the next steps in this process of stabilization
is attracting a pool that's younger and healthier. And
we're to answer the question of who did we attract. And
we first |ooked at 2018, and said for the whol e market
the single risk total is 194,000 nenbers, and the
average age was 40.6. And the new nenbers were about
48, 000, 25 percent of the single risk pool ages 37.1.

So, they were younger than the single risk pool,
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3.4 years. But that alone but, first of all,
denographics are not the same as clains, so we really
need the rest of the picture that way. But at |east
from what we had avail abl e, the denpgraphics, they were
younger. But | wanted to see if that was any different
than | ast year, and last year 39.7 for the single risk
pool, 14 percent new, average age of 38.9. That's a .8
| ess than the single risk pool. So, | think the answer
is we don't know yet if we're attracting the people we
want to attract. However, at l|least directionally it's
positive that they're a little younger, 3.4.

The other thing that gave us pause is if you
just |l ook at the absolute value of the ages, 38.9 and
37.1, that's a little less than 2 years. But 2 years is
2 years and we'll see how the clainms conme out. But
we're trying to -- as soon as we have data avail abl e,
see if the reinsurance programis attracting a pool such
that we can keep rates stable and accessi bl e.

For the individual market, this slide and one of
the public use files from CMS, that quantifies how

unique it is was this one. And just wal king across for
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a mnute it says that the percentage in the individual
mar ket desi gns changed as of 2019, 76 percent. It says
that 61 percent of the market get a subsidy, a tax
credit, and the other 31 percent also get a cost sharing
reducti on deducti bl e out-of -pocket reduced.

And what that neans is if you | ook at the whole
mar ket the average prem um was 552, but when you figure
in the tax credits for the governnment, federal
government, it's 191. So, there's -- kind of quantifies
how heavy the subsidization is, and if you just | ook at
t hose few who get a subsidy the average subsidy was 477
a nonth. Such that they're paying 110 a nonth, those
who need financial assistance. So, nore than 80 percent
of the prem um being subsi dies anobng those getting the
tax credit.

This is the individual market, all the carriers
where the enrollment is by metal, and the two things
t hat stood out to us were |ast year this 22,000 are an
estimate of how many people took that subsidy, the 477
or nmore, and bought a bronze plan. Maybe a free bronze

pl an, and that's about the sanme as |ast year, 11
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percent. But the people that brought up, these 35,000
here to gold or platinumdidn't want to pay those 4-,
5-, 6,000 deductibles. It went up considerably, another
11, 000.

Last year it was 12 percent of the pool. This
year it's 17 and that plays out in sonme slides that are
comng up. | sawthis article where we tal ked about the
pressure on consuners, and the author titles it The Most
| mportant Health Insurance Chart You'll See, and it
brings out the pressures on the consuners, as you well
know, hasn't just been on premumbut it's also been on
cost share. And it shows in 2014 and then after when we
conmbi ne the two how sharply things changed.

So, we're trying to review these filings with
both in m nd and ot her insurances, both after one
there's a premum but there's also the cost sharing.
And the next couple of slides, I think, bring out sone
good things. This is what's been filed, the whole
i ndi vidual market in terms of premuns for four year old
silver. That's easy to see which ones are the PPOs, but

it goes from catastrophic across the netals, and the
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average -- our best estimte of what people are paying
today for an average deducti bl e, about 4,122, $4,100 in
deducti bl e and out - of - pocket was 7, 123.

If they don't buy up again that deductible could
cone down to 38,995, the out-of-pocket could go up a
bit. But I think nore telling is sone of the plans that
-- some of the stability we saw in the individual market
and sone of the new plans. Specifically, for sonme
people since the start of the ACA every year, five years
in arowthey saw their benefit change, uniformy
nodi fied. They didn't have that stability, but they al
had the sane plan that they have before.

This year it was starkly different, only 5 out
of the 20 plans changed and two of them had to change,
change the catastrophic plan. So, there's a lot nore in
stability at |east benefit-wise. Also the value plans
have a significant nunber of services in front of the
deductible, so it's a co-pay but in front. For exanple,
for Bronze, three PCP visits before the deductible,

(i naudible) for silver. All PCP and specialists, and

urgent care, and X-rays, and | abs before the deducti bl e,
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co- pay before the deductible, including nmental health
and substance abuse. And as for Gold, you have all of
that plus generic drugs before the deductible. And
Brad, again, if there was another -- anything |I m ssed
here you wanted to bring out, but we tried to graph the
val ue pl ans.

MR. BOBAN: The only thing I would add is that
sone of these value plans are uniform nodifications from
exi sting plans, neaning people are going to get them
wi t hout having to take action. But sone of these are
brand new plans that people are going to take -- have to
take affirmative action to nove into, and we just highly
recomrend that the consuners take a | ook at these val ue
pl ans and even though the prem um m ght be slightly
hi gher the cost share savings could be considerable and
that they definitely are going to be a good correct fit
for a lot of consumers. So, we do reconmmended taking a
| ook at the new options that are on the market.

MR. SWTZER: As -- can you just go back for a
second, yes. The value plans, if you care to | ook

| ater, are all along the way here and there's not a real
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spi ke. They seem pretty affordable relative to the
pl ans around them but that's for you to see, but that
stood out to nme. In the small group market it's a
different dynam c, as you know. We have about 734
menmbers on the Exchange, SHOP.

As far as what people buy we recogni ze that when
the enpl oyer's paying 75 percent of the premumthere's
a different dynamic and there's the ability to buy
(i naudi bl e) benefits, but the way that's quantified is
for Bronze -- or as in small group only 7 percent are in
Bronze, 22 percent of the individuals are there. And
for Platinum there's an individual market of 1 percent
in Platinumwhere it's just 15 percent here in small
group. That's where -- how it is distributed as of
Mar ch.

So, cane across this slide and | just want to
tal k about wellness for a mnute and close. For those
making, this is as of -- in 2019, for those nmaking
$50, 000, that's about 40 percent of the federal poverty
| evel, 65 percent of people said they put off nmedical

care before of costs and another 29 percent said they
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put it off for over a year because they couldn't afford
it. And even if you're relatively wealthy it's was
still 40 percent and 16 percent.

So, | wanted to highlight a lot of the work that
the carriers are doing to conbat this for everybody's
good. We ask for a lot of data related to the primary
care medi cal honme; how many people are in wellness
pl ans, how many people are in care plans, how many
people are in diabetes prevention screenings, provider
quality, exercise prograns. W still have to gather
some data so | withheld sone of those slides, but we
think it's an inportant aspect to support all the other
efforts to do everything we can to the core probl em of
having quality care and controlling costs and getting
peopl e healthy rather than just paying clains.

So, there's sone data on this, again, we're
gat hering nore to have a rounded picture, but it's the
ot her aspect that's inmportant too. So, thanks a |ot for
your attention and I'll turn it back to you, Al.

COW SSI ONER REDMER: Ckay. Thank you, Todd.

PHONE OPERATOR: This neeting is being recorded.
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COW SSI ONER REDMER: | hate when |'m bei ng
recorded. | apologize, | forgot to introduce Jeff Li,

fromthe actuary team Sorry about that, Jeff. Does
anybody have any questions for Todd? M chelle?

OBSERVER: | didn't really have a question. |
have two coments. | just want to clarify that val ue
pl an Silver deductible is 2,500, that's what the rule
is. | think you had first input one at 22.50, but just
to clarify that. And | also just want to nake note that
a lot of this effort in getting younger enrollees is the
result of real aggressive marketing and outreach effort
by the Exchange. So, | think we just have to consider
that in context with the premum that there's a | ot of
efforts going on as well.

COW SSI ONER REDMER:  Thank you. Any ot her
guestions, coments? All right, with that we will dive
into comments fromthe carriers, and we'll start with
Aetna. And, again, speak up.

MR. MJRAYI: Okay.

COW SSI ONER REDMER:  Thank you.

MR. MJURAYI: All right. Good afternoon,
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everyone. Thank you for the opportunity to present
information on our small group rate filings and those
wor ki ng hard to make health care sinpler, easier, and
nore convenient for the people in Maryland. So, Aetna
files rates in the small group market for two | egal
entities. Qur HMO entity is Aetna Help, Inc., and our
PPO entity is Aetna Life Insurance Conpany.

Approxi mately 854 individuals in Maryland are

covered under the Aetna small group policies as of My

2019. I1'd like to start off by noting that the changes
di scussed here, that I will discuss here, are average
rate changes. The exact rate change will depend on the

benefit plan that an individual chooses, when the

menbers' group contract renews, and the age and famly

size of enrolling enployee, and enpl oyer contri butions.
To devel op our rates we take historical clains

experience from 2018 and project it forward to 2020.

There are five main drivers of rates changes. They

i nclude, first, medical costs rising, second, plan

desi gns change, third, estimtes of the average

morbidity in the small group risk pool, fourth, changes
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in taxes and, fifth, other itens which include
experience comng in differently than we had expected.
So, I'll discuss these items in nore detail.

For our HVMO entity, our average rate increase is
14.9 percent for PPO and our average rate increase is
13.9 for -- sorry, about that. For HMO, our average
rate increase if 14.9 percent and for PPO, our average
rate increase is 13.9 percent. For sinplicity from
here, 1'll average the rate increases of our entities
together. Together those two are about 14.2 percent.

We have filed three plans, each for our HMO and our PPO
entities both on and of f Exchange.

As | nmentioned, the 14.2 percent is a weighted
average of the expected year over year changes. The
exact rate change will depend on what benefit plan the
i ndi vi dual chooses, when the nmenbers group contract
renews, the age and famly size for enrolling enpl oyees,
and enpl oyer contributions. So, for exanple, first
gquarter consumers will see a rate increase of 15.6
percent for HMO, and 14.5 percent for PPO

So, now l'll go into the main drivers of these
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changes in nore detail. So, the first driver was
nmedi cal costs are rising. Medical and pharmacy costs
increase mainly for two reasons; first, providers raise
the prices and nmenbers get nore nedical care. Qur
projected paid trend for nmedical only is 9.8 percent and
pharmacy is 16.6 percent. In total, when you bl end
phar macy and medi cal together our trend is 11.2 percent.

For small enployers in Maryl and, sone exanples
of increasing nmedical costs we have experienced in the
| ast 12 nonths include the cost of prescription drugs
have gone up 11.7 percent, and the use of physician
servi ces have increased 5 percent. The second driver
was pl an designs change. Changes to cost sharing for
sone plans were made to conply with actuarial value
requi renments and/ or make plans nore attractive to
consuners. On average those plan changes increased
costs by 4.8 percent.

Third, our estimate of the average norbidity of
a small group risk pool. Qur estimte of the average
popul ation health and the expected risk adjustnment

transfers fromthe Affordable Care Act products have
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changed to reflect new data on market average prem uns
and popul ation health. Small G oups purchasing
i nsurance in the market place are sicker than we had
initially anticipated. These changes are expected to
i ncrease costs by 3.2 percent.

Fourth, changes in fees. The health insurance
fee for 2020 has increased rates as it's been reinstated
and that's worth 2.6 percent. And then the |ast bucket,
other items including clainms experience comng in
different than we had expected contribute to a decrease
of 7.6 percent in our rates. W also wanted to update
you on what Aetna is doing to keep prem uns affordable.

We are taking a nunber of steps to keep our
products as affordable as possible and to address the
underlining costs of health care. These actions include
devel opi ng new agreenents, arrangenents, and
partnerships with health care providers that base
provi der conpensation on the quality of care delivered
and not the quantity of services. Second, creating
medi cal managenent prograns that address potenti al

health issues for nenbers earlier, inproving health
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out comes and reduci ng need for high cost health care
servi ces.

Finally, we are working to reduce the ability of
out of network providers to collect unreasonably
excessive paynments for services they provide. Again,

t hank you for this opportunity to present to you today.
Thank you.

COW SSI ONER REDMER:  Thank you, and any
gquestions for our friend? Todd?

MR SWTZER: So, | noticed that, as you
mentioned, the enrollment's down to 850 nmenbers and this
time |last year it was about 6,500, and that corollaries
the cost allocated to brokers, about $3 verus $23
average. | want to ask you the sanme question as | ast
year, but is there a -- is the hope that this group wl
grow? | know it shrank 86 percent. Does the broker
change indicate a little bit of a retracting fromthe
Maryl and small group market or, again, is there anything
t hat you expect to reverse, the enrollnent type?

MR. MJURAYL: As of now, | think we projected

menbership further decreases into 2020, so that's
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consistent with the trend that we seen over the past
coupl e of years and we expect our share of the small
group nmarket to decrease as we go into 2020.

MR. SWTZER: The 5 premuns is about 33 percent
above the average. | didn't know if -- you answered the
qguestion. Thank you.

MR. MJURAYL: Thanks.

COW SSI ONER REDMER:  You nenti oned your
initiatives on primary and preventive health. |If
offline you could get to us sone of those initiatives, |
want to ask all the carriers that. |If you could get us
some of the information. | nean, obviously, we're here
to tal k about health insurance, but the cost of care and
chronic illness is a driver of some of these costs, and
we're going to do a little deeper dive into primary and
preventive care. So, on the carriers side, any
initiatives that you' re working on, if you get that to
us | would appreciate it. Any other questions for
Regis? All right, thank you.

MR. MURAYL: All right. Thank you.

COW SSI ONER REDMER: | appreciate it. If we
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can, let's go to CareFirst, Peter.

MR. BERRY: Thank you, Commi ssioner. M nane is
Pete Berry. |I'mchief actuary and senior vice president
of actuarial underwiting for CareFirst. | appreciate
t he opportunity to cone here today and speak. Today, |
wi Il be presenting on small group and individual market
for the HMO and PPO products sold through CareFirst's
three entities in Maryland. | want to start with snmall
group because | believe it's a little briefer and spend
more of my tinme on individual.

As was reported, our first quarter 2020 average
rate increase for our small group HMOis currently .6
percent, so about flat. And for the PPO, the rate
increase is 8.4 percent. So, just to talk about a
little bit of the drivers of the 8.4, really, what the
main thing driving that is when we | ooked at the base
peri od experience from'17 to '18, it went up about that
amount. So, we're certainly |looking at that to see
what's driving it, but we're very happy with single
digit rate increases in this market and we're especially

happy with flat, just about flat increases in this
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mar ket. Let me pause there, any question on small
group?

So, if you'll indulge me, I just want to read
this first part of nmy statenent. So, for individual,
the state reinsurance program has achieved its initial
goal of stabilizing individual market rates. The
proposed rates CareFirst filed in Maryland reflect the
positive devel opnments and are early evidence that the
steps taken statew de of the ACA market affect. The
attenpt of the reinsurance programwas for due sharp
increases in the individual market rates for 2019 in
order to prevent driving healthier individuals fromthe
mar ket .

So, that rate change is noving forward and
nodest. So, you know, with this, it's been a |ong road,
a two-year road of the 1332 waiver. W've very excited
about it. W believe it's great progress. W do
believe that the market has stabilized and I want to
gi ve you sone nunbers that's an exanple of what |'m
tal king about. This is my fourth year comng to testify

for CareFirst and some of you who were there then, back
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a few years ago, mght renmenber in '16 and' 17, we were
tal ki ng about rate changes that were very, very high
especially for PPO, which is a smaller and sicker pool.

Hi storically, when we nove from one year to the
next through open enroll ment we had seen in the PPO
bl ock that we would | ose half our nenbership, and the
peopl e we kept tended to be about 30 to 35 percent
si cker than people that |left. That was what
historically was really driving the instability rates.
2019, we have a prelimnary view. Instead of |osing
hal f the nenmbership, we still did |ose sone nmenbers. W
| ost about a quarter of them but the people we kept
were 8 percent sicker not 30 percent sicker. And what
this nmeans is that the rate change that we have
currently of about 9.1 percent is a single digit rate
i ncrease.

VWher eas, |ast year before the 1332 we were
tal king of rate increases of 90 percent, ten tines that
amount. Simlar nunbers there for Bl ueChoice.
Historically, we saw, you know, anywhere from 20 to 25

percent of the people nove. This year that is a |ot

Veritext Legal Solutions
202-803-8830 -- 410-494-8300



10

11

12

13

14

15

16

17

18

19

20

21

Hearing July 16, 2019

Page 35
lower. We saw the norbidity of the people we kept
anywhere from5 to 10 percent on average. This year we
did see sone people | eave but they were about the sane
il ness burden as the people who stayed. That is a --
just a qualitative neasure -- or, I'msorry, a
gquantitative nmeasure of stability that shows that this
1332 i s worKking.

One update | have as was reported, our original
filing for BlueChoice is now mnus 10, as to continue to
work with the MAA through these. (Objections and
responses to our rate filings, |I'mhappy to report that
the positive 9.1 for PPOis now down as of Friday to
6.8. We are continuing to sharpen our pencils. W take
this very seriously as we did in prior years and | am
confident that before we finish that that rate increase
for PPOw Il be below 5 percent, which will be | ow
single digit.

COW SSI ONER REDMER: Did you say mnus 5, is
t hat what you sai d?

MR. BERRY: No, positive 5. Well, let's see,

we're not done yet. So, we're about half way through
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the process. W continue to work with MAA on objections
and responses. \What we're seeing generally though is
that this year the process is a |lot nore stable than
we' ve seen in the past with regard to novenent. So, for
the m nus 8 and change, which we filed were m nus 10,
that's about a point and a half shift. 1In the past, we
coul d see those nove up and down with the substantive
changes by double digits. So that's very encouragi ng.

So, let me finish up by I just want to read this
part. These proposed rates generally represent positive
progress and good news for nmany Maryl anders and
CareFirst is grateful to the Maryland General Assenbly
for their work to secure additional funding to extend
t he program t hrough 2023. However, it's inportant to
poi nt out that the reinsurance program approved by
Maryl and General Assenbly is not a |ong-term sol ution
for stabilizing the individual market. Elected
officials, insurers, regulators, hospitals, and others
must continue to work toward vasting sol utions that
reduce the cost of care and hel p make coverage truly

af fordable. So, that's the end of ny prepared remarks
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and now if | can answer any questions.

COW SSI ONER REDMER:  Peter, thank you, |
appreciate that. | don't know if you have the answer to
this or not.

MR. BERRY: Sure.

COW SSI ONER REDMER: | think it was 2015 when

t he individual rates were nmuch |ower than small group.
Chet Burral, at the tine indicated that, | think, there
was 7,000 smal | enployers that disbanded their small
group plan, and those 21,000 enpl oyees mgrated from a
CareFirst small group plan to the CareFirst individual
plan. | know that a nunber of providers |ast year, with
the facts that individual rates were nuch higher, were
trying to put sone of those groups back in. Any data to
suggest to the extent that that occurred? People |living
- leaving the individual market and migrating to the
smal | group plan with CareFirst?

MR. BERRY: [|I'm-- not specifically off the top
of my head. | have seen our small group nmarket grow.
That is certainly sonmething we would be able to

identify. We'd have to follow up and give you that
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i nformati on.

COW SSI ONER REDMER:  Just curious. Todd,
anyt hi ng?

MR. SWTZER: In the individual HMO projections
into the future so you had estinmated, as you know, for
'19 that the -- of the trade transfers, existing
transfers, that there would be about a 3,000 transfer of
members in 2019, but that would go up in 2020 by about
67 percent to 5,000. | understand if that's too nuch
detail, but is that ascribed to a particular driver,
that the transfers would increase by that anmount, that
ki nd of magnitude?

MR. BERRY: So, let ne just nake sure |
under stand what you were tal king about. You're saying
that the transfers into the individual market for
Bl ueChoi ce are going up --

MR. SW TZER: From anywher e.

BERRY: Yeah.
SW TZER: But into Bl ueChoi ce.

BERRY: I nto Bl ueChoi ce?

> » » B

SW TZER: Ri ght.
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MR. BERRY: Yes. So, the transfers represent
members who currently have -- just so everyone
under stands what the term-- transfers represent nenbers
who currently have CareFirst coverage, but not in the
Bl ueChoi ce individual ACA market. So, these could cone
from-- PPOs could conme from group coverage. W track
these over tinme. |In sonme cases they tend to be sicker.
In some cases they tend to be healthier.

I'"'m going to have to go back and | ook at the
details on that. W do -- actually, we've submtted
quite a rigorous projection of enrollnent by the 3
charges of existing, new, and transfers because, as
we' ve di scovered over the last few years it's a really,
really critical assunption comng up with these rates
but that's certainly sonething we can go back and
appreciate it, sir.

MR. SW TZER: Sure.

COW SSI ONER REDMER: Anyt hi ng el se? Ckay.

MR. BERRY: Great. Thank you very nuch.

COW SSI ONER REDMER:  Thank you, appreciate it.

And noving along let's go to Kaiser.
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MR. LI EBERT: Thank you. This is David Liebert
and | hope you can all hear ne well on the phone.

COW SSI ONER REDMER: W can

MR. LI EBERT: Can you verify, all right. Sorry
| couldn't be there in person. It's not a long trip
from Portland, Oregon but |'ve been working on these
filings for quite a few years now and |I' m happy that |
got the opportunity to present to you today. So, |I'm
going to tal k about, first, the individual market filing
for Kaiser, and this filing represents the 13 pl ans
of fered both on and of f Exchange.

We really have not significant plan changes this
year other than changes that are necessary to keep the
plans within the metal tiers. And these plans service
approxi mtely 75,000 nmenbers throughout Maryland, this
year apparently. And if you | ook since the beginning of
the ACA in 2014, nuch |ike other carriers have
i ndi cated, we've seen significance rate increases sone
as high as 33 percent which was in 2018, and then | ast
year with the creation of the 1332 waiver reinsurance

program we saw a decrease of 7.44 percent.
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And, so | ooking at the inpact of that programto
continuing on into this year's rate increase we filed a
3.93 percent rate this year. And | estimate that
wi t hout the reinsurance programthat rate would of been
25 to 30 percent higher than what we're filing, than
what we filed. Right now, after sonme adjustnents we've
gone through the review process, and the rate increase
is right about 2 percent with a range of mnus 2 percent
in some plans up to 4 and a half percent for other
pl ans.

And these increases are really driven primarily
just by inflationary trends and nedical costs. W've
seen in our experience the (inaudible) clains go up
about 4 percent from 2017 to 2018, and we've al so seen
the reintroduction of the federal health insurance
provi der fee al so has sone inpact on these rates. As
previously nmentioned, you know, the reinsurance program
has had a significant inpact on the rate. And we | ooked
at what that's done to the nmenbership.

And much like, | believe, Todd had nenti oned

earlier that the new nmenbers in 2019 are younger than
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we' ve seen before. W' re seeing about a 4-year
di fference between our continuing menbers from 2018 to
2019. The new nenbers are about 4 years younger on
average than the continuing nenbers, and we woul d
attribute that primarily to the reinsurance program and
how it's Iowered the rates (inaudible).

The reinsurance program has done nore steps, the
fact that it has lowered rates by 25 to 30 percent, and
we will see how that inpacts the clains as they energe
t hroughout the year. Right now, we really don't have a
clear picture of that, but it's |ooking positive with
how it's inpacted the ages of our nenbers. In the past
we typically saw our market, we continued -- our
member ship continued to get older fromthe begi nning of
ACA through 2018, and we typically see the people who
are dropping our were a little younger than the people
conti nued.

And t he people who were com ng on were about the
sane age as those that were continuing, so it just kept
on getting older. And, so we're hoping to see a little

reversal in that trend with the |ower prem unms. And,

Veritext Legal Solutions
202-803-8830 -- 410-494-8300



10

11

12

13

14

15

16

17

18

19

20

21

Hearing July 16, 2019

Page 43
so, nowl'd like to shift to the small group rate
filing. The small group rate filing represents 57 pl ans
both on and off Exchange, and two different provider
net wor ks and they currently serve about 10,000 nenbers
t hr oughout Maryl and.

We initially filing a first quarter rate
increase of 9.96 percent with a range of 6 and a half
percent to 11.3 percent. And |ooking at the quarterly
rate increases, because our trend for the 2020 rate
filingis alittle higher than it's been in the past,
early trends are also a little higher. So, the overal
rate increase accounting for these quarterly trends is
10. 23 percent. Unlike the individual market the snall
group market has been relatively stable since the
i nception of the ACA.

Now, | ooki ng back at the rate changes that we
have i nplemented from 2015 t hrough 2019, and it
essentially is flat over that course of time. There's
been some ups and some downs year to year but it's
effectively been a wash in rates between those peri ods

of time. And so what's driving a 10 percent increase
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for 2020, and it cones down to our nedical clains
history. W' ve seen a |large increase in high clains,
hi gh dollar clainms, for the experience period for 2018
and on the flip side we haven't seen a significant
reduction or, actually, we've seen an increase so we
haven't seen the correspondi ng deduction in our risk
adj ust nent paynents or pay outs.

So, between those two we really saw a, for us a
worsening market in small group market. And when we're
| ooki ng at ways that we can actually tenper the rate
increase to hold it down, and 10 percent is really what
we worked it down to through a couple of different
measures such as pulling those large -- sonme of those
large clains, we don't really expect themall to
continue from 2018 into 2019, and '20. It was an
abnormal ly | arge year and so we pulled sone of those
|arge clains as well as reducing our -- who we built in
for risk margin from typically, we file 2 to 3 percent
and we reduced that to O for the 2020 filing. And that
concl udes ny prepared comments for today.

COW SSI ONER REDMER:  All right, thank you
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Davi d. Any questions?

MR. SW TZER: Just, David, the young adult
catastrophic plan, | was just curious along these |ines,
as you know the rate is relatively higher than the
conpetition and where you have, you know, 40 percent
mar ket share outside the young adult plan you had about
4 percent market share in the catastrophic. |'mjust
wondering if there had been any di scussi ons about that
pl an, the 250 nenbers, to try to, | don't know, alter
it's current course, if that's clear?

MR. LI EBERT: Yeah, that's clear. W haven't
t al ked about that and we do price that plan along with
our other plans and that's just -- that is where we
found it falls in our pricing. W also think it |ooks
like it should be a very cheap plan, but with first
dol lar office visit, it becones a fairly rich plan
conpared to catastrophic -- not a catastrophic but
problenms offering in the market and, yes, it doesn't
have many nenmbers and | ong story short, we haven't
focused on ways to increase nmenbership in that plan

MR. SWTZER: Ckay. Thank you
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COW SSI ONER REDMER:  Any ot her questions for
Davi d?

MR. BOBAN. Yes, | just have one question. So,
you nentioned that you have two provider networks in
smal | group and as you know you only have one in
i ndi vidual. Has there been any consideration in
| aunchi ng the second provider network in the individual
mar ket pl ace?

MR. LI EBERT: Yeah, there hasn't been any
di scussion on that. W've run into this in other states
that we operate in. A lot of it comes down to just
menber confusion. Having fewer plans in the individual
mar ket conpared to small group nmarket, and having fewer
options, sonetines it gets to be an overload. And, so
we have gone with the goal of trying to keep it sinple
and so, no, there hasn't been any discussion.

MR. BOBAN: All right, thank you

COW SSI ONER REDMER: Anything el se? All right,
David. Thank you very much, | appreciate it. And we
will now nove to United. Ryan, how are you doing?

MR. MORGAN: Doing well. Yourself?
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COW SSI ONER REDMER:  Doi ng wel |, thanks.

MR. MORGAN: Good afternoon. Thank you
Comm ssi oner Rednmer and the Maryl and | nsurance
Adm nistration for the opportunity to present today. M
name i s Ryan Morgan and |'m an actuary with United
Heal t hcare here to di scuss 2020 small group rates that
Uni ted Heal thcare has filed with the Maryl and I nsurance
Adm nistration for United Healthcare | nsurance Conpany,
Mansi Life and Health I nsurance Conpany, Optinmum Choice
| ncorporated, and United Healthcare Md-Atlantic
| ncor por at ed.

Across all 4 of these legal entities we're
proposing a total of 87 unique small group plans in
2020, 9 platinum 39 gold, 32 silver, and 7 bronze.
Approxi mately, half of these plans are avail able on and
of f the Exchange, and the other half would be off
Exchange only. For 2020, we filed for a rate increase
of 12.2 percent for United Healthcare |Insurance Conpany,
13.7 percent on Mansi Life and Health I nsurance Conpany,
13. 3 percent on Optinmum Choice, Incorporated, and 7.9

percent on United Healthcare Md-Atlantic, I|ncorporated.
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So, these may be clear, these figures represent the
average rate change for each respective licensed entity.
So, the actual rate change experienced by any particul ar
group coul d be higher or | ower depending on a variety of
factors. Including the census of the group and al so the
pl an sel ect ed.

So, one of the primary drivers of our requested
rate change is our trend rate. United Heal thcare
conducted a full review of all the conponents that
contribute to trend. Using the nost recent information
avai |l abl e we anal yzed unit costs, utilization of
heal t hcare services, and the cost inpact of deductible
| everaging. And all these conponents were | ooked at
separately for inpatient, outpatient, professional,
phar macy, and other service categories.

Based on this analysis, we are filing for a
trend rate of 7.6 percent in our 2020 small group
filings. This is higher than the trend we filed for
| ast year and this change is largely driven by higher
projected unit costs. This goes back to sonmething Todd

tal king about earlier. This is, in part, due to the
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increase in the Maryland public pair differential, which
was approved by the Health Services cost to do
perm ssion that took effect July 1st of this year.

The other mmjor driver of our rate change was
recent experience. So, in the 12 nonths ending with My
2019, our clainms have increased by double digits, but
due to | ow approved trends in recent years in
conbi nation with customers noving to | ess expensive
pl ans, our prem um has increased by |less than 5 percent
over the sane period.

So, given our premiumis locked in for the rest
of 2019, we expect this pattern of clainms to run exceed
premumtrends to persist through the end of the year
which is a contributing factor to our request for a 2020
rate increase that is higher than the trend. And one
final itemto consider is taxes. So, there was a
nmorat orium on ACA fees in 2019, but we anticipate these
fees will return in 2020. Maryland state-specific taxes
are dropping in 2020 which offsets part of this change.
But the total tax burden for small group insurers in

Maryland is projected to be about 1 percent higher in
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2020, which is another factor driving our requested rate
increase. So, hopefully this sunmary of United
Heal t hcare's 2020 filings has been hel pful and at this
time 1'd be happy to address any questions you have.
Thank you.

COW SSI ONER REDMER:  Thank you, Ryan. Any
gquestions for Ryan?

MR. SWTZER: | was just wondering about your
wel | ness program the (inaudible) program the exercise
program

MR, MORGAN: Yes.

MR. SWTZER: And it nentions, as you know, in
Exhi bit Mthere the device costs?

MR, MORGAN: Yes.

MR. SW TZER: Is that a Fit Bit?

MR. MORGAN: Sonet hing al ong those |ines, yes.
It may be other vendors as well.

MR. SW TZER: Okay. Thanks. And, so |I'm
| ooking at the 4 filings. The only 1 that wasn't
deemed, as you know, fully credible was the

M d-Atl anti c.
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MR. MORGAN: Right.

MR. SWTZER: So, full credibility to the other
three, partial credibility to Md-Atlantic, but then I
noted in the actuary nmeno a statenent that the rate
i ncreases were derived based on all 4 legal entities
usi ng your actuarial relativity calculator to nmake sure
the actual relativities fit the way you want themto.

MR, MORGAN: Correct.

MR. SWTZER: So, ny question is, is there
anot her step beyond the credibility adjustnent in the
pricing that I -- beyond that to achieve what | just
tried to kind of outline?

MR. MORGAN. Right. So, yeah, because, | guess
you're saying it's because all 4 grouped together, so
you woul d. ..

MR. SWTZER: Yes, as far along as to | ook at
themall together and we just wanted to give nme a head
start of if there's another step beyond the credibility
adj ustnent in the way that you conputed each of the
entities rates?

MR. MORGAN: Right. No, the differences between
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them are just driven by kind of the benefit changes.
So, for exanple, the UHCMA is the | owest because there
are different plans changes there such at introduction
of the pharmacy side narrower network. So, that was
only in UHCMA, which is part of what's driving that
| ower (inaudible) as well. So, yes, the differences
between them are really just based on different benefit
changes fromentity to entity. That's what's driving.
Does that hel p?

MR. SW TZER: Yes.

COW SSI ONER REDMER:  That's everything for
Ryan? All right, Ryan. Thank you very nuch.

MR. MORGAN:. Thank you.

COW SSI ONER REDMER: | appreciate it and that
concludes the remarks fromthe carriers. W will now go
and hear coments fromany interested parties starting
with those that signed up, and we will start w th Fornmer
Comm ssioner Beth Samms. Nice to see you, Beth.

M5. SAMMS: Nice to see you as well. Well,

t hank you for the opportunity to offer a consumer voice

to the rate review process. Consuner Health First did
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not submt witten comments this year for the first tine
inalong time, which I'msure you're happy about. But
has aut horized me to speak today as our |ast public act
as an organi zati on.

So, it's also a little bit of a trick to come up
here after Todd have given such a wonderful overview and
then the carriers announce that they have decreased
their rates even further. So, we're working off of
essentially what's available on the website, and ny
comments may seen trivial as a result.

COW SSI ONER REDMER:  Never.

M5. SAMM S: But they were done in good faith.
So, as everyone has remarked, the 2020 rate files
denonstrate really the power of the state's reinsurance
program and, you know, the state really should be
commended for having taken such an extraordinary step to
hel p stabilize this market. And, but one of the things
| think that Todd said in his remarks, if | recall
correctly, is that part of this was done to try to
attract younger people back into the market and, |

guess, fromny standpoint | was argue that it was done
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primarily to stabilize the market so that we didn't

| ose.

As | have said for many years, and |'m sure
you'll mss this when |'mgone, is that this market has
never been a market primarily for the young. It is

primarily a market for those who are in between jobs,
and for particularly those who are in ny end of the age
spectrum where they are often tines found to have sone
difficulty landing on their feet in a job that pays
benefits between the ages of 50 and 65. And those are
t he people for whomthey have always relied on this

mar ket .

Of course we want to try to attract young people
and to keep everyone insured, but the truth is is that
the reinsurance program was done to be able to nake sure
t hat everybody in Maryland, irrespective of their age,
has the ability to be able to purchase health insurance
coverage. We |like you do not believe it is in consuners
interest to sinply rely on reinsurance to | ower prem uns
for next year and we're pleased that you agree with this

and wil|l be conducting, and have al ready denonstrated
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that you are conducting a thorough rate review to be
sure that premuns are as | ow as possible, including for
t hose that who do not qualify for a subsidy.

| think that it's pretty clear fromthe
information that Todd presented that the subsidies help
out a lot but for those who are not able to qualify for
the subsidies the actual, you know, dollar amunt of the
prem um makes a big difference. And we don't want to
| ose them anynore than we want to | ose those who qualify
for a subsidy. So, before |I begin, | want to thank you
and your staff for publicly affirmng |ast year and
continuing to do so in your remarks today, that you'l
consi der the experience and inpact of high risk menbers
in the individual nmarket, the carriers' programs to
manage care and i nprove health outconmes, and CareFirst's
statutory mission when reviewing rates in the individual
mar ket .

Considering all of these factors will go a | ong
way to ensuring a thorough rate review that results in
i ndi vidual s paying fair and reasonable premuns. |It's

certainly not a question for today, but | think that
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it's clear fromthe encouragi ng continuation of the
growth or at least stability of CareFirst surplus that
going forward you're going to have to westle, |
believe, as a regulator and the state policy markers are
going to have to wite -- to westle with what is really
a fair profit for CareFirst to make in the individual
mar ket, which is essentially a troubled market. Al ways
has been, always will be a troubl ed narket.

Real |y, what is fair going forward and how nuch
shoul d those individuals be expected to contribute to
the contribution of CareFirst, and | would hope that at
sonme point sonmebody would ask how in the world anyone
who' s doi ng sel f-funded busi ness can | ose noney, but
that's for another day. This year's rate filings, to us
anyways, shows sone interesting differences between
Kai ser and CareFirst. Kaiser assuned a 4.3 percent
trend while CareFirst assunmed a 8.5 percent trend for
it's HMO, and a 9.5 percent trend for its PPO

Certainly there are many differences between
CareFirst and Kai ser and nobst everyone in the roomis

wel |l aware of these. Needless to say, the nodels are
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quite different. The types of individuals that they
cover, there's a concentration of Kaiser nembers in the
Balti nore, Washington, D.C. netro area. \ereas,
CareFirst has many nore rural nenbers, but that does not
strike us as sonething that can actually explain why
CareFirst's assunption that trend in Maryland will be
nearly doubl e that of what Kaiser assunes.

And we were particularly given the all payer
hospital systemand | certainly realize the that
di fferential has gone up, but we shouldn't consider that
catastrophic to go from®6 percent to 7.7 percent. And
the differential will be equitably divided in a
nonconpetitive way across all carriers. And so,
therefore, why aren't the trends nore simlar for the
two carriers?

Looki ng nore closely at nedical services, as
Todd pointed out, CareFirst estimates 39 percent of its
HMO premumwi || be spent on inpatient and outpatient
services, 28.6 percent on professional services, and
24.8 percent on prescription drugs with a simlar

pattern for its PPO. Contrast this with the allocation
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of spending by Kaiser; 24.3 percent on inpatient and
out pati ent services, 59.9 percent for professional
services, and 13.8 on prescription drugs. Now, maybe
CareFirst should hire whoever negotiates the PPO
contract from Kai ser, but there's obviously sonething
goi ng on there.

Maybe it has to do with differences in
membership, but it's hard to understand how it could be
that great. Mbreover, Kaiser is spending nearly tw ce
as nmuch on professional services as CareFirst.
Certainly, that could be due to the fact that Kaiser
relies nore on budgeting than on clainms. But, again,
twice as nuch is a big difference, and | think in
particular one of the things that's inportant for us to
understand as a state, both as consuners and as policy
makers and regul ators, is really does that enphasis on
pr of essi onal services, the enphasis on the relationship
bet ween the doctor and the patient allow Kaiser to
better manage its nenmbers health conditions.

And, if so, should we expect CareFirst to began

to allocate nore to professional services as well to try
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to incentive-wi se providers to have that sane type of
relationship that the Kaiser nmenbers may have with their
doctors. In the public filings CareFirst and Kaiser did
not provide any information about the nunber of the
percent of the high risk individuals, their denmographic
characteristics, or their nost comon health conditions.

So, we're glad that you are asking for that
i nformati on, but we believe that it is inportant for you
to provide that information in a sumary fashion in the
aggregate for CareFirst and Kaiser both to the public,
to the VMHBE, and to the General Assenbly so that we al
have a better understanding of the individual market and
what carriers are doing to inprove the health of their
members. Kaiser's rate filings for 2019 and 2020 noted
the loss of the individual mandate as a reason for
increasing its norbidity factor.

Maryl and has taken steps to danpen the inpact of
the loss of the individual nmandate both by
re-inplementing the reinsurance program and | al ways
forget the name of Stephanie's program or at |east what

they call it --
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COW SSI ONER REDMER:  She' Il remnd us in a
m nut e.

M5. SAMM S: -- but the easy enroll nent plan or
program whatever it is, beginning in 2020 and gi ven
Maryl and's efforts in this regard, wouldn't it be nore
reasonable to require Kaiser to return to a 1.0
nmorbidity factor since we haven't really seen any
detrimental inmpact on the |oss of the mandate in
enrollment in Maryland? 1In its filing CareFirst states
it is applying a 1.3 norbidity factor for new nmenbers
and a 1.0 norbidity factor for existing nmenbers,
essentially arguing in my m nd anyway, that new nenbers
are nore likely to be high risk than existing nmenbers.
How can this be?

So, | didn't replay the CareFirst testinmony for
t he easy enroll nent plan but unless |I've totally |ost ny
m nd which is always possible given the fact that | am
approaching that age, you know, | thought that CareFirst
suggested and agreed with Health Care For All during the
| egi sl ati ve session that the easy enroll nment plan would

encour age younger, healthier individuals to enroll in
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coverage in 2020. And, so are they now saying that that
wasn't true? And if they are sticking with at | east
what | recall was their story, then shouldn't we really
be asking themto go back and nodify the norbidity
factor for new nmenbers?

CareFirst has priced its HMO product assum ng an
80. 2 percent loss, nedical loss ratio, using the federal
calculations. | think as we saw using the traditional
medi cal loss ratio calculation it's below 80 percent,
which | think is fairly eye popping for a conpany with a
uni que mssion in our state. Kaiser assunes an 85 --
88.5 percent nmedical loss ratio. | wasn't sure if that
was traditional or federal, but in any case it's
certainly higher than CareFirst.

And given CareFirst's statutory m ssion we
believe that you should require it to assume a higher
medi cal loss ratio in keeping with the exanples set by
Kaiser. W' re not asking you to go to the full 88
percent, but certainly something nmuch higher than 80
percent where they are including quality care

initiatives whose utility is sonething of question. So,
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t hank you again for the opportunity to testify before
you today. We've appreciated your openness to our
comment s about individual rate filings over the years,
and have confidence you will not forget your unique
responsibility and trust that you will use all your
powers to keep premiuns in the individual market
af fordabl e for all consuners.

And as ny last coment, | will sinply say that
this reinsurance programis here to stay or we are al
in trouble, unless you'd like to do what | argue for,
which is a public option. Thank you very nuch

COW SSI ONER REDMER: Thank you, and on behal f
of all of us thank you for your many, many years of
public service. Most people don't know this, when | was
a very young del egate Beth was a very young staffer.
What was it, economic matters?

M5. SAMM S: Econom c matters then, yeah.

COW SSI ONER REDMER: Economic matters, so we
dealt -- and this was '91, '92, and so on.

M5. SAMM S: Yeah.

COW SSI ONER REDMER:  So, |'ve enjoyed working
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with you.
M5. SAMM S: The nmany years.
COW SSI ONER REDMER: Hey, that's right.
MS. SAMMS: |'mnot dead. You just won't see

me as often.

COW SSI ONER REDMER:  Not only thanks to you but
al so thanks to the organi zati on.

M5. SAMM S: Yes, thank you.

COW SSI ONER REDMER:  Consuner Heal th has been a
strong advocate for consuners and we've all benefited
fromthem

M5. SAMM S: Thank you very much. | wll et
our board know. Thank you.

COW SSI ONER REDMER: Next, Stephanie Kl apper,
Maryl and Citizens' Health Initiative.

MS. KLAPPER: First, | want to thank
Comm ssi oner Rednmer and the Maryl and | nsurance
Adm ni stration for holding this hearing, for |ooking at
the rates in individual and small group markets. W, at
the Maryland Citizens' Health Initiative, hope that you

continue to make protecting consuners and stabilizing
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i nsurance prem uns your top priorities and we're gl ad
that the reinsurance program created by Governor Hogan
and Maryl and General Assenbly has been hel ping to keep
prem unms from skyrocketing.

As was mentioned earlier, we believe that the
next step to stabilize the individual market is to get
as many young and healthy individuals enrolled in health
coverage as possible, and that's why we're so excited
that the Maryland General Assenbly and Governor Hogan
have created the Maryl and Easy Enroll nment Health
Program The Maryl and Easy Enrollnment Health Programis
going to make it so that fol ks, when they go to fill out
their tax forns at tax tinme, they can use the
information fromtheir tax returns they're already
filling out and use it to enroll in health coverage.

A | ot of people who qualify for federal
subsi di es, which can make health coverage very | ow cost
or even free for them and we estimate there are at
| east 70,000 Maryl and who could get health coverage for
free. Allow ng Marylanders to apply for health coverage

t hrough their tax forms we're hoping is going to
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encourage a lot of young and healthy Maryl anders to
enroll in health coverage, and that's going to stabilize
t he individual market in the |long run.

Now, | know that the Maryl and | nsurance
Adm nistration today is just |ooking at these proposed
rates, but no discussion of health insurance cost woul d
be conplete without also tal king about overall rising
health care costs. And the main culprit is prescription
drug prices. Brian Pieninck, the CEO of BlueCross
Bl ueShi el d said that prescription drug costs are rising
at an alarm ng rate and now represent the single |argest
conmponent of health care expense.

That's why Maryland's newy enacted Prescription
Drug Affordability Board legislation is so inportant.
This board is going to ook at this very high cost
drugs, figure out why they costs so nuch, and nake
recomrendati ons for how to address those costs including
upper paynent |imt which should help stabilize prem uns
in the long run.

So, again, | want to thank you Comm ssioner

Redmer for this opportunity to comment and for doing
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everything in your power to stabilize premi uns and give
Maryl anders access to quality affordable health care.

COW SSI ONER REDMER:  Thank you, Stephanie. |
appreciate it. Any questions for Stephanie. All right,
t hank you. And the |ast person who signed up, and I'm
going to, in order to prevent nyself from public
hum liation, I'll introduce the Maryl and Hospital
Associ ati on.

MS. RASWANT: Thank you Conmm ssioner Redner,
menbers of the public here, and the | nsurance
Adm nistration. Before | start | actually also do want
to thank Beth Sanmis in particular, first, for all of
her work particularly in the insurance space. |It's been
several years since we've been in touch and working with
you. Maansi Raswant here on behalf of the Hospital
Associ ati on here today.

Agai n, we appreciate the process that the
Adm ni stration has taken over the past few years and
nore actively sought out public coment. You' ve kept
st akehol ders engaged in the process of norbidity, which

we're appreciative of that. Maryland' s Hospitals
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support affordabl e coverage as an essential pillar of
t he nmodel of health care delivery that we have here in
the state because affordabl e coverage provides access to
the right services and prevents unnecessary hospital
use.

This year everyone knows that we started a new
nodel with the federal governnent, the Total Cost of
Care nodel, and at the core of this agreenent is a
comm tment to inprove the health of the entire state and
across the entire population. The association has
correspondi ngly set out a new m ssion advanci ng not just
the health care but the health of all Marylanders. So,
at the outset of ny testinony, I'll note the carriers
filings vary greatly in the protected trends for
hospital utilization and costs.

| know, Todd, you've spoke to this. W've
raised this, you know, over the past several years. |
understand that each filing has a nyriad of factors that
devel op these conposite trends, but as a rem nder the
HSCRC did just approve a total allowable hospital

revenue growth of 3.3 percent, as you noted in your
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slide. W'd be interested in understanding nore on how
t hat annualized gromth that we sent is actually factored
into the trends because we do have sone filings that
i nexplicably contain double this amunt in trends. So,
we'd |ike to understand that a bit nore.

| do know that the Adm nistration follows the

updat e process of the HSCRC and consults with them so |

do believe that you will be addressing any di screpancies
there. | also want to nmention sonething that m ght be
seem ngly small, but it's inmpactful to the extent that

this is a public process. You have at | east one
national insurer that consistently notes cost-shifting
for hospital services frompublic to private payers as a
| arge factor in projections.

This is something that Ms. Sanm s noted as well,
| think it was nmentioned here earlier, as you knowit's
not the case in Maryland given our all-payer rate
setting system We did have nodest differential between
public and private payer rates of now 7.7 percent, and
that's actually to account for unconpensated care that's

bei ng delivered to commercial (inaudible). And, so to
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the extent that this is a nmeaningful process and we want
the public to engage, the information needs to be
accurate for people to | ook at.

Beyond this, this year we see the benefits of
t he governnment reinsurance programin |ower rates --
rate increases, excuse ne, than we have in past years.
Maryl and's hospitals supported this initiative so we're
pl eased to see it bearing fruit. For several years
prior the rates rose by high unsustainabl e anounts and
with these rate filings we see at | east two years of
mar ket stability. W can't, however, |look to the
rei nsurance program as the only solution because while
t he program does subsidize high cost care for
i ndi vi dual s who have high cost clains it doesn't address
the root causes for high assunption of care.

So, |I'm happy to hear that you are collecting
i nformati on on sonme of the wellness progranms and have
sought information on the primary preventive care,
because we really do have to try to build on the success
of the reinsurance programand figure out how to include

the health and health care of these individuals. We
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need to better coordinate and manage care. W need to
provi de access to preventative upstream services and
al so address chronic di seases.

As we partner with the state and insurers on
i nprovi ng popul ation health I think that's it's going to
be i nmportant that we not just nmeasure what types of
progranms exi st and what the uptake | ooks |ike but also
what the inpact is. So, which one of these prograns
best inpacts utilization and health outcones? Which one
of them actually lowers cost of care and where we do see
savi ngs, how are those savings bei ng passed back to the
consuners?

And finally to this last point, in May we issued
a publication, WMHA Insight, which noted that a recent
report by the Health Care Cost Institute, which is an
i ndependent, non-profit research institute found that
Maryl and had fifth | owest per capita spending across the
country. And this is using enployer-sponsored cl ains
and it is for all service categories, so inpatient and
out pati ent hospital, professional and drug. The news

was even better for hospital spending for both inpatient
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and outpatient, we ranked second | owest for capita
sending. So, what this tells us is that the Maryl and
nodel is working and the systemis realizing savings not
just for Medicare as we have under the contract, but
al so for commercial insurers.

Qur publication also noted, again, based on
publicly avail able data by independent research
organi zati ons | ooki ng at enpl oyer-sponsored coverage
that while spending gromh has sl owed and we have such
| ower spendi ng, consuner costs have not slowed down. In
fact, from 2013 to 2017, prem uns grew by nearly 15
percent and deducti bles grew by 43 percent. So, again,
appreciate the charts that you had up earlier |ooking at
how t hose deducti bl es have changed.

And we do believe that you need nore focused
attention on rising out-of-pocket costs, because high
out - of - pocket costs nmake using coverage and care
unaf f ordabl e and deter people fromusing health care
services appropriately. So, with that I'Il end ny
testinony and |'m happy to take any questi ons.

COW SSI ONER REDMER:  Great, thank you. Any
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questions? All right.
MS. RASWANT: Thank you.

COW SSI ONER REDMER:  Thank you very much. That

is all that signed up. | will give anybody a chance to
make comrents in a couple of mnutes. |'mnow going to
pause and we will turn to the fol ks on the phone to see

if they have any coments and |'m going to begin by
asking if there are any legislators in the phone that
woul d like to introduce thensel ves and nake any
comments. COkay. Hearing none, we'll nove on to see if
there's anybody el se on the phone that has any questions
or comments regarding the proposed rates for 2020.

Ckay. Hearing none, I'll conme back to the room
and see if there's any last m nutes questions from
anybody. Good, bad, different, questions, coments,
observations, conplaints? Drink orders, anything at
all ?

MR SWTZER: | just want to comment a little on
what Beth said. First, | just wanted to clarify that I
don't suscribe to the view that the nost inportant thing

is to go after the younger people. Wen we -- all we
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have available currently is the denographics. The
claims are nore telling. | do think to stabilize the
mar ket we can't have every year the norbidity getting
worse and worse. That's what | nmeant. | want that to
be clear. | think that's an inportant point you raised.

| also agree very much with the point that with
the cliff between 400 percent total poverty and 401 and
50,000 in 2001, it's areally odd difference in what you
pay and Brad, you brought that up and that's a glaring
issue that | agree remains to be thought about. Al so,
just wanted to echo that we really appreciated your
questions. | won't want to call you the | oyal
opposi tion but your questions obviously indicated that
you cared. Appreciate you fighting for the individual.

Also wanted to I et you know t hat we have
collected data from'14 to the present in pyram d-type
form We just have to get it in the same form from
everybody before we can share it. So, that has not gone
on deaf ears it's just that's the situation there as
well as conditions. W have a little bit nore work to

do on that so, thank you

Veritext Legal Solutions
202-803-8830 -- 410-494-8300



10

11

12

13

14

15

16

17

18

19

20

21

Hearing July 16, 2019

Page 74

COW SSI ONER REDMER: Great. Again, any final
questions, comments? Okay. To that extent that any do
come up we're going to keep the record open for how
| ong?

MR. SWTZER: Till August 16th.

COW SSI ONER REDMER:  August 16t h, so you have
plenty of time to comrent going forward. Once again,
t hank you for your participation. This helps us a |ot
and thank you on the phone and we wi |l stand adjourned.
Thank you.

(Hearing adjourned at 3:26 p.m)
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CERTI FI CATE OF SHORTHAND REPORTER - NOTARY PUBLI C

|, Danielle Lawence, court reporter, the
of ficer before whomthe foregoing proceedi ngs were
taken, do hereby certify that the foregoing transcri pt
and said proceedi ngs were taken by ne stenographically
and thereafter reduced to typewiting under ny
supervision; and that I am neither counsel for, related
to, nor enployed by any of the parties to this case and
have no interest, financial or otherwse, inits
out cone.

I N WTNESS WHEREOF, | have hereunto set ny
hand and affixed nmy notarial seal this 5th day of August

2019.
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