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PROCEEDI NGS
MR. REDMER  Ckay. Good afternoon. |f
you don't mnd, |I've got 1:00 so we will go
ahead and get started. M nane is A Redner
fromthe Maryl and | nsurance Adm ni stration, and
| would Iike to welcone you to the public
hearing for the proposed rates for 2019 in the,

both the individual and the small group

© o0 ~N o o M~ w N P

mar ket pl ace, and this is our continuing effort

=
o

to conduct business in an open and transparent
11  manner.

12 Before | get started, I'd like to

13 I ntroduce the teamthat is with nme today. To
14 my right is Nancy Godin, our Deputy |nsurance
15 Comm ssioner. To her right is Bob Morrow. Bob
16 I s the Associ ate Comm ssioner of Life and

17 Health. To ny imediate left is Todd Switzer.
18 Nice to neet you Todd. Todd is our Associate
19 Commi ssi oner and Chief Actuary. To his left is
20 Brad Boban, a Senior Actuary, and to his left
21 Is Cathy Grason, who is our Chief of Staff.

22 | also want to introduce for the neeting
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in the roomis Tracy Imm our Director of
Communi cations. | also want to introduce

M chel e Eberle, who is the Executive Director
of the Health Benefit Exchange, and finally
Del egate Cullison fromthe Health and
Governnment Operations Committee. Appreciate
you being here, Delegate. It's always hel pful

to have |l egislators who ultimately create the

© o0 ~N o o M~ w N P

rules for us to be in the room and see what

=
o

happens in the real Iife world of insurance

11 regul ati on.

12 "' mgoing to apol ogi ze in advance, | have
13 to slip out at 1:30 for a brief phone call, |
14 wll be right back. 1In the neantine, as |

15 mentioned this is a public hearing for the 2019
16 proposed rates for the individual and the small
17 group market. This is not a public hearing for
18 the 1332 Waiver or the proposed reinsurance

19 programthat we may deal with down the road.

20 | f approved, we wll do a second rate hearing
21 to make the appropriate changes. So to the

22 extent possible, we would like to keep this to
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t he proposed rates for 2019, and with that |

w Il reintroduce for opening remarks our Chief

Actuary, Todd Switzer. N ce to neet you, Todd.
MR. SWTZER: Good afternoon. Thank you

to the insureds, to the insurers, the consuner

advocat es and everyone who is here today.

Thank you also to the 28 people who subnmitted

public comments. It helps a lot to get your

© o0 ~N o o M~ w N P

f eedback, to get their feedback to round out

=
o

the view of all people that we're tal ki ng about
11 here whom it affects.

12 We believe these neetings play a role in
13 I nfl uenci ng healthcare in Maryland. | think

14 the past neetings, these neetings influence the
15 decisions that will be made. | believe they

16 pl ayed a role in accentuating the urgency of

17 sone of the matters in the individual market,
18 in the ACA market, toward filing the waiver

19 that the Conm ssioner nentioned for 2019 with
20 the potential for rate relief. Again the focus
21 of this hearing is not the waiver, but | wll

22 make sone conmmrents about it |ater.
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One of our ainms here is to, or sone of
themis to offer transparency to the rate
revi ew process, to spur dialogue, and to raise
the right questions with a factual bedrock, and
one of ny favorite parts of these neetings are
the questions that it raises, and as you know
once you rai se one question it |eads to another

guestion, and | think it inproves the quality

© o0 ~N o o M~ w N P

of the public discourse toward a better

=
o

deci si on nmaki ng agai n.

11 | know you' ve heard about sonme of our

12 guiding principles before. | don't want it to
13 be perfunctory because it helps ne to keep a
14 bal ance in what we're doing, and what | nean is
15 there's ten of us in the Actuary's Ofice

16 review ng the rates. One of our guiding

17 principles is our Standards of Practice for

18 Actuaries, so that calls for an approach where
19 t he assunptions, every assunption is | ooked at
20 I ndi vidual |y, | ooked at in aggregate to nmake
21 sure that it's reasonable, as well as Mryl and

22 | nsurance Article 11-603 requires that rates
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must be reasonable in relation to benefits, not
| nadequat e or excessive, and not unfairly
discrimnatory. So there's a |lot there,
there's a lot of affected parties, and we keep
that in our sights.

As you know, insureds in the individual
non- medi gap ACA mar ket have seen increases over

the past last three years of 21 percent, 25

© o0 ~N o o M~ w N P

percent and 44 percent. At the sane tine,

i nsurers have lost mllions of dollars in the

=
o

11 I ndi vi dual non-nedigap, in this market, since
12 I nception in 2014.

13 So to cultivate that dial ogue, | have a
14 few slides. They're nore broad based to give
15 sone context before the insurers sunmarize

16 their subm ssions, and any questions that cone
17 up we are anxious to field either later or we
18 have the opportunity here after people have
19 spoken.

20 So let ne start with the groundi ng that
21 really builds up, the press rel ease that cane

22 out after carriers submtted their filings on
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May 1st. The top part of this -- this is the
entire ACA nmarket, a snapshot, individual

mar ket and the small group down below. W have
about 212,000 nenbers as of February of this
year in the individual market, that's on and
of f exchange. The top two carriers for narket
share, only two carriers, are CareFirst and

Kai ser, 58 percent for the Bl ueChoice plan,

© o0 ~N o o M~ w N P

7 percent for CareFirst PPO, 35 percent for

=
o

Kai ser. The overall increase was 30 percent,
11 as you've heard, and that breaks down wthin

12 the colum there a range of 18 1/2 for the HVO
13 91 for the PPO, and 37 for Kaiser.

14 When we nove to the snmall group market,

15 about 266, 000 nenbers there, and you can al so
16 see here wwth the gromh if you understood how
17 it's changed from | ast year, |1'll leave that to
18 you. The overall increase and what's a little
19 different here is that the groups renew by

20 quarter, first, second, third, fourth. Most of
21 themrenew in the fourth quarter, and there's a

22 slight change as you nove al ong the quarters

Epi g Court Reporting Solutions - Washi ngton, DC
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1 from6 1/2 percent overall to 7.3. But overal

2 for the year when you wei ght by who renews, how
3 t hey renew t hrough the year, about 7 percent,

4 and there's a range there that you can see from
5 4.8 percent up to 13 percent. A little bit of
6 background for that market, for the total

7 mar ket .

8 | wanted to bring out a few pieces of

9 i nformation along the followng lines. If we
10 | ook at the Maryland market -- and this is just
11 for ACA insurers. | was trying -- insurers who

12 either offer the individual or the small group
13 mar ket how have they perfornmed of late in 2017.
14 The first thing when we line up all the
15 ot her types of coverages that are out there
16 beyond ACA, nedi gap, self-insured, Medicare
17 Advantage, et cetera, the whole picture, let's
18 | ook at, well, how many nenbers. Well, we got
19 about 4 mllion nenbers and the ACA is about
20 11 percent of that total. The second piece of
21 i nformation here is in the gain/loss side, how

22 have they fared. First on the not favorable

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 07/30/ 2018 Page 12

1 side, in the individual non-nedi gap market, you
2 can see it there, in 2017 $176 mllion | oss.

3 So 16 percent of revenue, that's what | all uded
4 to earlier, problematic to state the obvious.

5 O her markets too that have | ost noney, the

6 self-insured, 32 mllion, 15 percent; also the

7 Medi care Advantage, 20 mllion, 5 percent.

8 But then let's |look at the other side, it

9 just begs the question that there's sone

10 positive, right. So on the small group side we

11 had an $80 mllion gain, 6 1/2 percent of

12 revenue; for the | arge groups, about 146

13 mllion, 7 percent; for OPM HMO about

14 7 percent, 82 mllion. Wen you roll it all
15 t oget her down to the bottomline, about 1.2

16 percent.

17 So on the prem umdollar underwiting gain
18 of 1.2 percent, 1.2 cents, it's not, a

19 relatively thin nunber. Again, this is before
20 I nvestnent incone. W're trying again to

21 answer the question, we've lasered in on ACA,

22 as we should. W're just kind of begging the

Epi g Court Reporting Solutions - Washi ngton, DC
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guestion again of what's the total picture, and
that's one way of looking at it.

| apologize, | didn't give you that slide.
That's the slide | was tal king about, so let ne
briefly: 11 percent of nmenbers in the ACA,
I ndi vidual and small group | osses 176 mllion
again in the individual, 80 for small group,

underwriting gain before investnent incone 1.2.

© o0 ~N o o M~ w N P

But you can wal k down that Gain/Loss colum, I

=
o

tried to pull out the top three to underwiting
11 | oss, top three to underwiting gain, and then
12 roll it all together and that's what | brought
13 out .

14 Qur rate review, so we got thousands of

15 pages of filings on May 1. This is an attenpt
16 to briefly et you know what we're | ooking at,
17 and i ndi vi dual non-nedi gap nmarket just wal k

18 down the assunptions. Mrbidity from'17 to

19 '19 is how healthy or sick the pool is, so 1.33
20 In rough terns is saying that overall everybody
21 who filed assunes they'|ll get 33 percent

22 sicker. There's a range in that from
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10 percent to 95 percent, we're exam ning that.

On risk adjustnent, as you know a zero sum
process where the healthier carriers wite a
check to, so to speak, to the not as healthy
carriers. Zero sum but there's a |ot of noney
changi ng hands. There's quite a gap there
where a carrier believes they wll get

55 mllion, another believes they will say 159

© o0 ~N o o M~ w N P

to 170 mllion. W're working through

=
o

narrow ng that gap. That's a nmjor assunption.
11 Trends, the overall trend, the rise in

12 heal t hcare costs, plus sone unit costs and

13 utilization, is 8 percent overall. The

14 high/lowis 5.3 to 9.5. W'IIl talk alittle
15 bit nmore about that |ater.

16 Contribution to reserve i s, depending on
17 what type of carrier you are, profit. For

18 every premumdollar it was 2.7 percent, 2.7
19 cents for profit contribution to reserve with a
20 range of 2 to 5.

21 Adm ni strative costs, how nmuch it costs

22 the insurer to run their business per nenber

Epi g Court Reporting Solutions - Washi ngton, DC
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per nonth, which is a dollar anpunt, 66 on
average, but there's a range of 35 to 108.
It's another one we | ook closely at.

Br oker costs, $6 per nenber per nonth,
wth a range of 4 to 7. And the loss rati o,
the clains divided by prem um how nuch of the
premumdollar is going to pay clains, on a

traditional basis it's 83.4 overall and a range

© o0 ~N o o M~ w N P

of 82 to 87. But the federal requirenent that

=
o

It has to be bel ow 80 for individual and snall
11 group, on those terns it's a slightly different
12 formula, it's 87 overall and a range of 86 to
13 91.

14 Again, just trying to give you a sense of
15 what's been filed, what we're reviewmng. This
16 Is a small sanple of what we're | ooking at, but
17 it's sonme of the big ones, kind of the top

18 view

19 For small group there's a |ot |ess

20 assunption that the pool wll get |ess healthy,
21 1.003, arange of 1.0 to 1.01. W' re |ooking

22 at that one, the carrier has been providing a

Epi g Court Reporting Solutions - Washi ngton, DC
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| ot of information there.

Ri sk adjustnent, they're a | ot closer
apart there. Wen we roll together all the
conpanies there's a $24 mllion difference, $8
PWM We're still working with the carriers on
ri sk adj ustnent.

Overall trend is 7.8, with a range of 3.6
to 10.09.

© o0 ~N o o M~ w N P

Contribution to reserve, or profit,

=
o

average of 1.7, a range of zero to 6.

11 Adm ni strative costs, 60 wth a range of
12 42 to 73.

13 Broker costs, $26 with a range of 3 to 30.
14 And the |l oss ratios, the one that you're

15 accustoned to seeing, those of you who | ook

16 into these things, 76.2 clainms over prem um

17 wth a range of 75.6 to 79.8, and then the

18 NAI C, 80.5 above the mininumof 80 with a range
19 of 80 to 85.5.

20 One of the conponents, as you know, of the
21 Affordable Care Act was the patient-centered

22 Qut cones Research Institute. One of the core

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 07/30/ 2018 Page 17

I ssues is just runaway costs and trying to have
a conponent of the ACA that thinks about that,
that researches that, and a ot of the carriers
are doing sone things along those lines that we
wanted to be aware of, wanted to advocate. |
know Kai ser has a di abetes program a

behavi oral health programthat's five-star

rated by CM5. CareFirst has a nationally

© o0 ~N o o M~ w N P

| auded patient-centered nedical hone. United

=
o

has a notion programfor exercise and wel | ness.
11 Aetna has an incentive programfor their

12 providers. So all these -- this is a slide in
13 progress, but trying to | ook over tine to see
14 what's the uptake. Are insureds taking

15 advant age of these things, and if so how nuch
16 and what's the pace.

17 So a rough estinmate here of anyone

18 I nvolved in sone of the prograns | just

19 mentioned, a prevention program or chronic

20 care, a care plan where the doctor tells you
21 here's what you should do to stay healthy,

22 here's what you should do to get healthy, 1.9

Epi g Court Reporting Solutions - Washi ngton, DC
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percent in "15, 2.3 in "'"16, 2.7 in '"17. So |
was hoping it would be a bigger nunber, but at
| east it's on the upswi ng, and sonething that
we again believe is a key conmponent to making
things better. And although these percentages
are small on the surface relatively speaking,
it's a very small nunber of clainmants that can

generate a lot of the clains dollars, as you

© o0 ~N o o M~ w N P

know. | believe 3 percent generate 50 percent

=
o

of the clainms costs, but still we'd like to

11 help the carriers raise those nunbers.

12 A couple of -- to be circunmspect in what
13 we're looking at for ACA, we've seen the

14 I ndi vi dual non-nedi gap nmarket but we wanted to
15 see kind of holistically how have other narkets
16 been affected, and trying to be factual, see,
17 i nterpret those facts, and this is one area

18 where it led us. If you | ook at what's

19 happened to the group markets, small and | arge,
20 since the ACA there's a couple of charts here
21 to the right. One is how nany were offering

22 heal t h i nsurance before ACA and today, and one

Epi g Court Reporting Solutions - Washi ngton, DC
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t hi ng that caught our attention is just |ooking
at the first chart it shows pre-AC as 2010,
47.2 percent of snmall enployers were offering
heal th insurance to his or her enployees,
that's come down to 32.9, so that's a

14 percent drop. W had -- it was nore marked
for the under 10 of the real small groups, and

| know they're having their struggles too

© o0 ~N o o M~ w N P

payi ng the prem uns. The average small group

=
o

in Maryland | believe is seven contracts, about
11 11 menbers, so there's -- we've seen sone data
12 fromthe carriers of a mgration out of the

13 small group market to individual. It would

14 stand to reason that the draw of the prem um
15 tax credits, cost sharing reductions, and sone
16 evidence is still being explored that believing
17 sone of the |l ess healthy have gone to the

18 I ndi vi dual market and trying to see what those
19 tangential effects are.

20 Another little bit harder to neasure, but
21 one that we've started to try to look at, is

22 down at the bottomchart. You'll get small

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 07/30/2018 Page 20

group premumincreases for the 15 years before
ACA and for large group, and in the tw years
since, after ACA there's been an inprovenent,
and this one just | ook down for small group
average increase after benefit buy-downs from
5.6 percent to 3, so a 3-point drop in snal
group. Large group was 6.4 to 2.3, a 4.2

percent drop, and then you have as a little bit

© o0 ~N o o M~ w N P

of a reference Consuner Price |ndex.

=
o

So as of late small group overal

11 I ncreases in Maryland, according to the Mdi cal
12 Expendi ture Panel, coul d be dropping bel ow CPI,
13 they've been on a downward novenent, that's

14 sonething we're trying to understand and j ust
15 figure into our thinking.

16 Last couple of thoughts. As you know, the
17 Tax Cuts and Jobs Act was passed as of

18 Decenber 22nd of '17. For Maryl and ACA

19 I nsurers the anount of federal incone tax paid
20 on earnings, again on a conposite basis, cane
21 down by 11 points from 28 percent to 17 percent

22 starting in 2018. So that affects the

Epi g Court Reporting Solutions - Washi ngton, DC
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contribution to reserve risk-based capital a
bit and had a tangi bl e inpact on bottomlines,
and that's part of our review

W' ve had sone great feedback fromthe
Maryl and Hospital Association. | know a | ot
about the HSCRC and the actions that they' ve
taken, | want to speak to that for a m nute,

that we did note that the report that recently

© o0 ~N o o M~ w N P

cane out with a projection of increasing costs

=
o

for fiscal year '19 is 1.37 percent versus 2.77
11 percent | ast year, so 140 basis points down, on
12 the second bullet point, and while -- there's
13 | ots of reasons that the trend won't be exactly
14 1.37 percent, sone of themare |listed here.

15 Wich hospitals are being used affects the

16 trend, mx of services being perfornmed affects
17 the trend, if you're having nore cardiac

18 surgeries, for exanple out-of-area utilization,
19 but | don't want it to get |lost that the fact
20 that that's a projected is a factor is view ng
21 the trend and the direction of where the trend

22 I's noving and is sonething that we're | ooking
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t hrough and engagi ng the insurers about.

So ny comrent about the waiver. The
estimated rate inpact is mnus 30 percent. It
will vary by legal entity. For exanple,
there's sone entities that have a | ot
proportionately sicker people, they'll have
nore clainms over $20, 000, but overall

30 percent, and that's what we're waiting and

© o0 ~N o o M~ w N P

trying to give CM5 everything they need, and

=
o

wor king with the exchange giving them what they
11 need, to cone back with nore information on

12 t hat .

13 So a couple other -- on bullet No. 4, when
14 we were in Annapolis one of the good pieces of

15 i nformati on that cane out that we were asked to
16 summari ze i s how does this affect a typical

17 Maryl and famly, and this being the rates, the

18 2018 rates in the individual market, and for --
19 we tried to pick a famly that wasn't quite at

20 t he average incone, was not getting any

21 subsi dy, what does this nean to themin

22 prem uns, and for such a famly of four making
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$100, 000 the estimate is that -- there's a
range on this, but just prem uns are $19, 000.
That's 28 percent of after-tax incone, and then
if that famly is sick and they hit their

out - of - pocket max, they pay their deducti bl e,

it will be $34,000. Premiumplus their portion
of the insurance cost would be 50 percent of

their after-tax i ncone.

© o0 ~N o o M~ w N P

In reading the public comments, one of the

=
o

regquests was don't express these increases in
11 terns of percentages, express themin terns of
12 dollars. | understand their point that it --
13 that | think makes it a little nore tangible
14 and this is one way to do that, to put nyself
15 I n the shoes of the people who are paying this.
16 And sone people -- sone of the public comments
17 there are avoiding preventative -- it said

18 avoi ding preventative care, dropping insurance
19 are things that we want to deter, getting a

20 second | ob.

21 So on the waiver | think we're already up

22 to our first mlestone of the subm ssion being
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deened conpl ete. That happened on July 5th and
"Il walk you through the tineline there. The
federal comment period ends on Saturday, so
we're keep tracking every little bit of
progress. W have asked HHS for a decision on
the wai ver by August 22nd. | think that's
asking a lot of them but | know that they're

trying, that it may be a little later than

© o0 ~N o o M~ w N P

t hat . | know the Conmm ssioner nentioned a

=
o

second rate hearing about that decision to

11 focus on that for Septenber 17th, and we're

12 aimng to have rates approved by Septenber 19th
13 and open enrol |l nment 11/1.

14 Thank you for going through all that. |
15 | ook forward to having the insurers, and |

16 appreci ate again themcom ng in and answeri ng
17 all of our questions. There's been a slight

18 change in the schedul e per a request of one of
19 the carriers. So, CareFirst, is it okay if you
20 conme up next?

21 MR. BERRY: Sure.

22 MR. SWTZER: Appreciate it, so the floor
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1 I S yours.

2 MR. BERRY: Geat, thank you.

3 MR. REDMER: Excuse ne, Todd, Bryson's

4 (phonetic) got a question.

5 AUDI ENCE MEMBER:  Qui ck question by Bryson
6 Hopper (phonetic).

7 MR. SWTZER  Yes, hi.

8 AUDI ENCE MEMBER: The statistic you gave

9 earlier about the decline in participation in
10 the small group market by enployers from |

11 think, 47 percent to 32 percent, would that
12 capture any mgration to the self-funded

13 mar ket ?

14 MR SWTZER: I'mstill trying to parse
15 that out. It was intended to, but | haven't
16 quantified it yet. But I'll be happy to off
17 | ine and show you how nuch we have parsed out.
18 AUDI ENCE MEMBER: Thank you.

19 MR. REDMER  Yes?

20 AUDI ENCE MEMBER On a simlar note, do

21 you have any data on mgration back for 2018

22 yet ?
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MR SWTZER: | don't, but I'd be happy to
explore it if you'll just find ne after.
Anyt hi ng el se? Ckay.
MR. BERRY: Good afternoon. M nane is
Pete Berry, | am Chief Actuary for CareFirst.
| don't have any slides |I'mgoing to be
show ng, but I'Il be referring to sone notes

here as | wal k through ny presentation.

© o0 ~N o o M~ w N P

So as Todd nentioned, all the carriers
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submtted rate filings for ACA on May 1st.

11 Li ke past years, since that tinme we have

12 received what's call ed objections fromthe MA.
13 Those are really just questions, they're called
14 obj ections, but, and we continue to work with
15 them Since May 1st to date we've received

16 over 45 objection letters containing over 200
17 questions for our individual and small group

18 rate filings, and this is pretty typical.

19 Every year there's quite a thorough review
20 by MA and starting |ast year they had an

21 external consultant also participate |ast year

22 who is Aiver Wman. It's our understanding
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that this year it will be Lewws & Ellis wll be
the external consulting review ng the
I ndi vidual filings and sonme conponents of the
smal |l group filings, and that review has yet to
begin. So the 200 I'mreferring to are just
fromMA.

We'll continue to work with MA and Lew s

& Ellis working through this process, as we

© o0 ~N o o M~ w N P

always do. |It's through a system call ed SERFF,
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and so that wll be the technical review \Wat
11 | wanted to do today was wal k through each of
12 the filings and tal k about sone of the major

13 drivers, sone of the categories that Todd

14 i ncluded in his presentation, and |I'l| be

15 addressing nostly individual but also sone

16 smal | group, but nost of ny tinme, for obvious

17 reasons, W ll be spent on individual.
18 So just to sunmarize where we are with
19 I ndi vidual, as Todd nentioned there's been

20 substantial |osses in the individual narket
21 since the ACA began. | know we've, in hearings

22 In the past we've put up sone nunbers, and

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 07/30/2018 Page 28

t hose | osses continue. Last year our approved
rate increases, and |'mgiving the approvals
before what I'Il call CSR adjustnent, it's a
little nore straightforward, is we had a

36 percent increase approved for HVMO and a

49 percent increase for PPO and those were
both I ower than we filed, and PPO was

substantially | ower than we fil ed.
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So as we nove through 2018, while it's too

=
o

early to really see definitively how the

11 performance, financial performance is going to
12 be, it does |look Iike HMOis in better shape
13 than it ever has been in the past, but PPOis
14 still woefully inadequate, unfortunately. The
15 proposed rate increases that we have in 2019
16 that CareFirst has submtted, as Todd showed,
17 are 18.5 percent for HMO and 91.4 percent for
18 PPO, and those increases, as he al so nentioned,
19 don't reflect any of the inpact of an approval
20 for 1332 Waiver that would introduce a

21 rei nsurance program So these, all these

22 nunbers are before that, which | think is very
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| nportant.

CareFirst is very supportive of the waiver
process. W've been involved pretty deeply in
working with M A sharing data. W believe it's
an inportant step in attaining a stable
I ndi vidual market. | can tell you that ny
team a year and a half ago we started at

CareFirst nodeling what it would ook like to
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the individual market i f we were able to have a
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rei nsurance system here. So we've been

11 t hi nking about it for a long tine, and we are
12 very encouraged by the progress that has been
13 made and all the great work that the exchange
14 and the M A has done in noving this forward.
15 It is a very -- for those of you who don't

16 know, it's a very conplicated process with a
17 very short tinefranme, and we're very excited
18 that they've net all these deadlines and CMS is
19 now on the verge of being able to review that.
20 One thing | can say is that if the 1332
21 Wai ver is approved that the increases |

22 mentioned, the 18.5 and 91.4, wll be
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1 substantially lower, and that is very, very

2 good news.

3 So | want to start by tal king about

4 I ndi vidual PPO, that's the 91.4 percent

5 I ncrease, and that, that sounds so high to ne
6 too, and so one question is how could it

7 possi bly be necessary to have a 91.4 percent

8 i ncrease. Well, | want to give a little bit of
9 cont ext.

10 Ri ght now as of June we have about 13, 000

11 menbers in that product. A year and a half ago
12 it was twice that nany. Two and a half years
13 ago there were four tines that many. So we

14 have a | ot of people | eaving this product

15 because the rates are so high. And as Todd

16 menti oned, you can have 3 percent of those

17 menbers account for 50 percent of the cost,

18 that's pretty typical in health insurance. So
19 you can have a |l ot of people | eave and still

20 have nost of the cost left over. That's called
21 anti-selection, and this is in a selection

22 spiral, this product. |In fact, the last two
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1 vyears as we've filed it, we have to have an

2 actuary certify tothis rate filing, it has

3 been a qualified certification because we've

4 said this product is in a selection spiral,

5 whi ch basically neans no increase is going to

6 be adequat e.

7 Let ne give you an exanple. Every year we
8 get new people comng in. Believe it or not,

9 new people are still buying this product.

10 We've | ooked at the past and said, okay, how

11 sick are these new people conpared to who we

12 currently have in there, and the data says

13 they're twice as sick, twce as sick as the

14 peopl e already there. When we priced this for
15 2019 we didn't assune they were tw ce as sick,
16 we only assuned -- we assuned half of that,

17 because if we assuned it was twi ce as sick that
18 91. 4 woul d have been even higher, and at sone
19 poi nt we have to nake a decision as to how nuch
20 are we going to drive this know ng that no rate
21 i ncrease wll be adequate. So these are the

22 struggl es we have, and it's one of the reasons

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 07/30/2018 Page 32

why we're so excited about the 1332 Wai ver and
the opportunity to introduce reinsurance to try
to stabilize this market.

To give you anot her nunber, when we set
these rates we | ooked at a base period. So
this year it was 2017, |last year it was 2016,
and we project out two years. So |last year it

was 2016 to 2018, this year it's 2017 to 2019.

© o0 ~N o o M~ w N P

The change in the per-nenber cost from'16 to
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17, this is actual data, it went up

11 50 percent, 50 percent. So if we got a

12 49 percent increase |ast year, half of that,

13 basically all of that is taken out just in the
14 one year noving. It's alittle bit nore

15 conplicated than that, but that's directionally
16 true.

17 So we're sitting there -- and I'll give

18 vyou the nunber. In 2016 the PMPM per nenber
19 per nonth, cost for the PPO was $658.93, a year
20 later it was $947. Now, that's the, that's the
21 time when | nentioned to you that we | ost all

22 that nmenbership. So like | said, two and a
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hal f years ago we had four tinmes as nany
menbers as we have now. That goes right into
t hese rate increases.

So when you start thinking about how can
you have a 91 percent rate increase, when you
have the cost going up 50 percent per year al
of a sudden you can see how you can have such a

| arge rate increase, and that's sone of the
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things we're struggling with, and those are the
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main drivers. |It's really how the experience
11 IS emerging and how we think it's going to go
12 going forward. So for 2018 we can see who we
13 kept and who we | ost, and the people we kept
14 were 35 percent sicker than the average person
15 the year before, so that gets added on. So
16 very quickly you get to a very high increase.
17 Some of the other factors there, there's
18 denographi cs. These people are getting ol der,
19 and while there's sone adjustnent for that in
20 the back end it doesn't really take into

21 account. So really the main drivers are the

22 base period goi ng up, the continued
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deterioration of the people we kept and sone of
this population getting older, and that's
really what's driving that 91. There's sone

ot her issues like trend and ebb and all those

t hi ngs, but once you start tal king about 91
percent increase all those things are little
details and what | tal ked about is really

what's driving it.
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So let me nove on to HVMO. This is a nmuch
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better story. It's a much bigger popul ation
11 and it is nore stable than PPO, and that is

12 good news. However, it is susceptible to the
13 forces of anti-selection and so we are

14 concerned. This increase is 18.5 percent.

15 That is the -- | believe, soneone wll check ne
16 on this I"msure, but | believe that is the

17 | onest increase that CareFirst has ever

18 requested in the ACA since filing requested

19 rate increases in 2015. What that says is | ast
20 year when we got our 36 percent increase that
21 was in the range of what we thought we would

22 need, and, like | said, it's too early to tell
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1 for 2018 but it does |look |ike the perfornmance
2 IS better than it's been. Maybe not positive,
3 but a |ot |ess negative than it used to be.

4 That's very good news and that |eads to the

5 18.5 percent increase, which includes sone

6 norbidity deterioration, people get sicker, but
7 It gives us sonething to work with. The new
8 people joining, they are still sicker than the
9 ones we currently have and we have to price

10 that in.

11 Once the 1332 Waiver is approved, and |

12 say when hopefully and not if, there is a

13 possibility, we have to get all the details but
14 there is a possibility that rates could

15 actually drop in 2019 fromthe 2018 level. |If
16 t hat happened that would go a long way in

17 novi ng towards stabilizing this market. It's
18 not the end of the war, but it's a good first
19 step, and we woul d be very excited to see that.
20 To give you a simlar nunber, | nentioned
21 that the increase in 16-17 for PPO went up

22 al nost 50 percent, that went up 15 percent for
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HMO. Still higher than what we would like to
see and that it's driven by the anti-selection,
but certainly much nore nmanageable. So that
was really what | wanted to focus on with
individual. It's really all about how sick
t hese people are, norbidity.

There's certain things with risk

adj ustnent, as Todd nentioned. The way risk
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adj ustnent works is they didn't want people --
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anyone who's been around for a while m ght

11 remenber the old golden rule in New York. They
12 used to -- when HMOs were first introduced they
13 would peel off all the young and heal t hi es and
14 make a mllion dollars. They didn't want

15 peopl e doing that, selecting all the healthy

16 ri sk, and so what they said was if you have a
17 heal t hi er popul ati on than another carrier we're
18 going to use a fornmula so that you pay them

19 sone noney so that when you're selling these

20 you're not trying to target the young and

21 heal thies. That's what risk adjustnent is

22 about .
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1 It is a forecast, two years, so there's a
2 | ot of variability and we're working with M A
3 to come to a reasonabl e nunber, and that

4 certainly is inpacting sone of this. You can

5 I magi ne the PPO being so sick receives a | ot of
6 ri sk adjustnent, and it does, and that can vary
7 alot, sothat's certainly one of the factors

8 we're |ooking at.

9 Trend is another one. Trend is the

10 measure of how nuch we think the cost per

11 service and utilization of those services is

12 going to increase over tine separate from how
13 sick the population is, and that's certainly

14 sonething we're | ooking at and sonmething |I'm

15 going to talk about when | get to small group
16 NOW.

17 Moving to small group, it is nuch, nuch

18 nore stable. The proposed increases that

19 CareFirst has put in for 2019 are 4.7 percent
20 for HMO and 3.5 percent for PPO, so those are
21 | ow, single-digit increases. As | nentioned

22 trend is a very inportant factor here, and its
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sonething that Lewis & Ellis, one of the
factors that Lewis & Ellis will be revi ew ng.
From our perspective we consider it an

| nportant factor for the follow ng reasons. As
Todd nentioned, nost of the groups renewin the
fourth quarter, and that has to do with
sonet hi ng that happened way back in 2015 that

caused early renewals. So what that neans is
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when those groups renew in the fourth quarter
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of 2019 they're going to get an annual contract
11 which locks in their rates well into 2020 in
12 the third quarter. So when we're working on
13 rates right now we're locking in a |ot of

14 revenue all the way through the end of 2020,

15 and trend is one of the nunbers we're going to
16 want to really look at. [If our trends are too
17 | ow we' ve just | ocked in revenue for way in the
18 future and there's nothing we can do.

19 Now, what if they're too high? Wll, ACA
20 has a nechanismin place for that, it's called
21 M.R rebates, and Todd alluded to it alittle

22 bit with regard to an 80 percent |oss rati o,
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which is clains over premum |If a carrier has
basically prices too high and they nake too
much noney, we got to give it back. So there's
an upside, you know, if you nake too nuch you
got to give back; no down side, if you don't
have enough, you don't get soneone giving you
any noney. So that's one of the things we have

to consider, especially as we're locking in
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rates so far into the future. W want to nake
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sure these rates are adequate, but not

11 excessive. And as | said, we understand Lew s
12 & Ellis wll be |ooking at sone of our small

13  group assunptions, including trend, and we | ook
14 forward to working with them on that.

15 So that ends ny portion.

16 MR SWTZER: So as you know, Standard &
17 Poors tal king about stability in the individual
18 market, it's alittle bit of a while ago, April
19 of '"17, but they sunmarize, said: Publicly

20 avai |l abl e data for BlueCross & Bl ueShield

21 I nsurers we expect a five-year path to

22 stability. 2018 would be year five and we
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are -- the last part of their quote is: W're
seeing the first signs in 2016 that this market
coul d be manageabl e for nost health insurers.

So ny question is you alluded to it in the fact
that the 18.5 is the lowest in the |ineup, and
that was great, is it your opinion that there's
cautious optimsmthat |eaving the PPO aside,

which is, | think, a distinctly different case,
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there could be sone novenent toward stability
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or any feedback along sone -- | know there's
11 | ots of opinions about whether the market is
12 stabilizing or not, this is one that is in this
13 canp. Any feedback or thoughts about that

14 possibility, please?

15 MR. BERRY: Yeah, so let ne give you ny
16 opinion, and again this is just ny opinion, not
17 necessarily CareFirst's opinion, as | think

18 about this and read about it. | think it's

19 possible. | think that there's sone uni que

20 things to Maryland that may have put us on,

21 out si de of the scope of what they're tal king

22 about, and let ne give you an exanple. Florida
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Blue down in Florida, they nade noney in the
ACA every year, and the reason why it started
with what's called a narrow network. So they
basically cane in and said, okay, we're going
to cut out a bunch of hospitals, we're going to
have a | ot fewer doctors, we're going to

negoti ate better deals with those doctors, and

that's how we're going to build our ACA
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products. So when it cane out in the first
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year their rates were a |lot |ower than they
11 ot herw se woul d have been, okay, because they
12 made all those deals with the narrow network,
13 which neant they didn't | ose as many heal t hy
14 people. They did that the first year and

15 t hey' ve been able to maintain that.

16 If you |l ook at the states that have had
17 success, it's the states that started off wth
18 narrow networks. It's also the states that

19 have a very high proportion of what's called
20 subsi di zed nenbers on the exchange. They get,
21 you know, their prem um subsidi es which

22 I mmunes, hel ps you have immunity fromrate
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I ncreases. M recollection, and again, you
know, everyone can test this, ny recollection
Is that Maryl and has a pretty high percent of
of f - exchange nenbers, which neans they are not
I mmune fromthese rate increases and tend to
drop put.

So that's why | think that article that

Todd was referencing, | think that's right for
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alot of the states, |ike Florida and ot hers,
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and nmaybe at the tine that article applied a

11 little less to Maryland. Having said that,

12 setting aside PPO the fact that we were able
13 to file an 18.5 percent increase for Bl ueChoice
14 does give ne hope, because that's in the

15 bal | park. |If we can get the 1332 approved and
16 we can actually bring those rates down sone,

17 then I think we're starting to talk about a

18 positive future.

19 Thank you.

20 MR. SWTZER: Next we have M. Mirayi from
21  Aetna, please.

22 MR. MJRAYI: Hello. Good afternoon, ny
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nanme is Regis Miurayi, | amhere from Aetna, and
| am here to tal k about our filings. W have
two entities for Aetna, and they are both in
the small group market, so no individual.
Everything | tal k about today will be for small
group.

For our HMO entity, our average rate

I ncrease is 10 percent, for our or PPO our
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average rate increase is 9 percent. W filed
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three plans for both entities, offered both on
11 and off exchange. So I'll note that these rate
12 | NnCcreases are average rate increases. The

13 exact change wll depend on what benefit plan
14  an individual chooses, the nenbers that

15 contract, the nenbers' group contract, the age
16 and famly size for the enrolling enpl oyees,
17 and enpl oyer contributions. So what | stated
18 there earlier is arange, and it wll vary.

19 I n devel opi ng these rates we take our

20 hi storical clains experience from 2017 and

21 project that forward to 2019. So for

22 sinplicity, as | pointed out earlier, we have
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10 percent for HMO, 9 percent for PPO  (oing
forward, let's assune an average of 9 percent.
For these rate increases, there are five
main drivers that drive this rate increase.
First, medical costs go up; second, plan design
changes; third, our estimate of the average
norbidity in the ACA market; fourth, changes in

fees; and then fifth, call it a catch-all
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bucket that includes a nunber of snall itens
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that don't inpact the rates as much. ['Il go
11 into details of those five drivers now

12 So first, nedical costs go up. W expect
13 total nedical costs to go up from'17, what our
14 experience was, to 2019. Medical costs go up
15 for a nunber of reasons, but for two main

16 reasons: First, providers raise their prices,
17 and, second, nenbers get nore nedical care.

18 For smal|l enployers in Maryl and, sone exanpl es
19 of increasing nedical costs we've experienced
20 in the last 12 nonths include the cost of

21 prescription drugs going up, also includes the

22 use of physician services in Mryl and.
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Second, another inpact to our rates is for
pl an desi gn changes. So changes to cost
sharing for sone plans fromour 2018 offering
to 2019 were nmade to conply with actuari al
val ue requirenents, and/or to nake the plans
nore attractive to consuners. So those plan
desi gn changes have an inpact on the rates that

we file.
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Third, | said the estimte of the average
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norbidity. So our estimate of the average

11 popul ati on health, so the average norbidity, in
12 the ACA risk pool, as well as our estimate for
13 ri sk adj ustnment transfers, have inpacts on the
14 rates. We expect that the average norbidity in
15 the small group market will increase from 2018
16 to 2019.

17 Fourth, changes in fees have an inpact on
18 our rates, so we have a slight decrease to our
19 rates due to changes in fees. So the Federal
20 Heal th I nsurer Fee was elimnated and so that
21 has a downward i npact, offset sonmewhat by the

22 Maryl and Specific Health Insurer Provider Fee
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Assessnent. I n conbination that still leads to
a decrease in our rates.

Finally, | said the catch-all bucket. W
have a bucket for inpacts to rates that mainly
I ncl udes our experience differing fromwhat we
had initially priced in 2018.

So with that, we also wanted to use this

opportunity to update you on what Aetna is

© o0 ~N o o M~ w N P

doing to keep premuns affordable. W are
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taki ng a nunber of steps to keep our products
11 as affordabl e as possible and to address the

12 underlying cost of healthcare. Anong these

13 I ncl ude we are devel opi ng new agreenents wth
14 heal t hcare providers that base provider

15 conpensation on the quality of care that's

16 delivered, rather than the quantity of

17 services. Second, we're creating nedical

18 managenent prograns that address potenti al

19 heal th i ssues for nenbers earlier and inproving
20 their health outcones. Third, we're working to
21 reduce the ability of out-of-network providers

22 to collect unreasonably excessive paynents for

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 07/30/ 2018 Page 47

servi ces they provide.

Aetna is dedicated to increasing
transparency within the healthcare system and
hel pi ng nmenbers best utilize the plans that
t hey have. Menbers can access Aetna Navigator,
which is a secure nenber site, website, which
allows themto research their specific plan

benefits, healthcare providers in a given area,

© o0 ~N o o M~ w N P

and in sone |locations the actual cost of the
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heal t hcare services that they're going to

11 obt ai n.

12 Wth that, | just want to thank you for
13 the opportunity to be transparent in our rate
14 devel opnent.

15 MR. SWTZER: Thank you very nuch.

16 MR. REDMER |'ve got a couple. First,
17 for anybody on the phone, if you could refrain

18 fromputting us on hold we woul d appreci ate

19 t hat .

20 Two things: You nentioned at sone point

21 I n your presentation you were projecting

22 I ncreased physician usage, | think was the term
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you used, and you al so nentioned increased
nmorbidity. |'mcurious why you believe that
the norbidity is going to increase and by how
much, and then secondly if you can el aborate on
the increased usage of physicians.

MR. MURAYI: Yes, |I'll take your first
question. | would say we're -- we see an

I ncrease in physician utilization, so generally

© o0 ~N o o M~ w N P

as we | ook year over the year the anmount of
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nmedi cal care that actually occurs we have seen
11 physician utilization increase. W expect that
12 to continue in the future.

13 Second, your second question was about the
14 average norbidity. So for the small group

15 mar ket we are expecting a slight increase in
16 the average norbidity of the small group ACA
17 ri sk pool, and that has -- because of that that
18 has an inpact on our rates as we relate to the
19 average. The magnitude is in the |low single
20 digits.

21 MR. REDMER But what is it that you're

22 seeing that causes you to believe that the
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norbidity's actually going to increase?

MR. MJRAYI: Qur analysis is based off of
hi stori cal evidence, or historical experience
and then we project that forward. You know,
it's our opinion as we |l ook at the, just the
average conposition of the market that leads to
an average increase in snmall group norbidity.

MR. REDMER  Thank you.

© o0 ~N o o M~ w N P

MR SW TZER: So | noticed that enroll ment
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dropped fromlast year to this year by about

11 33 percent. | know that the brand recognition
12 for Aetna is very good, and ny question is wth
13 that enrollnent pattern declining and the rates
14 being relatively higher than others in the

15 market is there a strategy, or maybe that's not
16 the right word, but to grow, or are you

17 expecting to still shrink in enrollnment in

18 Maryland? O if there's any thoughts you can
19 share about the presence in Maryland and the

20 direction you're going and want to go, that

21  woul d be appreciat ed.

22 MR. MJRAYI: Yeah, unfortunately | can't
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speak about the overall strategy in the narket.

Il wll say that for our premiumrate

devel opnent we, you know, we | ook at the costs,

t he underlying costs that we are incurring, and

we project it forward for a rate that we

believe to be reasonable in the marketpl ace.
The strategic question is outside of ny

real mof responsibility.
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MR SW TZER: Sur e, thanks.

=
o

Last question fromne. | notice that the
11 broker costs are relatively small, $3 per

12 menber per nonth. Are the brokers not relied
13 heavily upon for this market in Maryl and?

14 MR. MJRAYI: We set broker conpensation

15 anounts every year, and, you know, as you noted
16 they're relatively lower. So, you know, that's
17 just the conpensation structure that we've set

18 out with those brokers.

19 MR SWTZER: kay. Thank you.
20 MR. REDVER: On the left.
21 AUDI ENCE MEMBER: |s the norbidity rate

22 projected for ACA in any way affected by
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Aetna's transition towards the self-funded
nodel for small group?

MR. MJRAYI: Let nme nake sure | heard the
guestion correctly. You said is it affected in
any way by a transition to a small group
mar ket ?

AUDI ENCE MEMBER:  Towards the sel f-funded

nodel .

© o0 ~N o o M~ w N P

MR MJRAYI: To the self-funded nodel s?
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So we | ook at the average of the current

11 conposition of the ACA risk pool and we

12 consi der things, you know, risks going forward
13 t hat may change the conposition of the market.
14 So, you know, first we | ook at the average

15 norbidity in that pool, but also things that,
16 you know, things that may change, new things on
17 the | andscape that will change the definition
18 of that marketpl ace.

19 So, yes, we consider all those pieces in
20 the projection of our norbidity. To parse that
21 out, we generally look at it in the aggregate

22 and make a projection forward for overall how
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1 we think that wll affect the market dynam cs.
2 MR SWTZER: Morbidity is one of the key
3 assunptions we're kind of in the mddle of our
4 del i beration with Aetna on, so that's one of

5 the factors, that's one of the key ones that

6 we're asking for nore information and worKking

7 toward assent.

8 I s there another question? Go ahead.

9 AUDI ENCE MEMBER: (I naudi bl e.)

10 M5. GRASON. Speak up a little bit.

11 MR SWTZER. |'msorry, would you pl ease

12 speak up a little.

13 M5. GRASON: Stand and speak.

14 AUDI ENCE MEMBER: Since we're talking

15 about - -

16 MR SWTZER. |'msorry, would you pl ease

17 stand up and speak a little | ouder for the

18 Court Reporter and everybody. [1'd like to
19 hear .
20 AUDI ENCE MEMBER:  Since you're talking

21 about the prescriptions, is it appropriate to

22 ask a pharnmacy question?
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1 MR SWTZER  Sure.

2 MR. REDMER Related to the ACA, sure.

3 AUDI ENCE MEMBER: (| naudi bl e.)

4 MR. REDMER: Can you repeat that?

5 MR. MJRAYI: Yeah, and correct ne if | get
6 this wong. Your question was for our plans,

7 what are the preferred pharnmacies that we offer
8 as part of our nedical benefit?

9 AUDI ENCE MEMBER:  Yes.

10 MR. MJRAYl: Unfortunately | don't have

11 that answer right now, but we can follow up

12 wth you afterwards if you would IiKke.

13 MR. SWTZER: Thanks agai n.
14 MR. MURAYI: Al right. Thank you.
15 MR SWTZER: | know that Kaiser is

16 calling in fromPortland, Oregon, and | had a
17 request, | want to accommodate that. So

18 Kai ser, if they can go next, if that's all

19 right wwth United. 1'll do the slides.

20 M. Liebert, whenever you're ready.

21 MR. LIEBERT: All right, thank you. Thank

22 you for your patience and thank you for letting
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nme participate. M nane is Dave Liebert and
I'"'man actuary with Kai ser Foundation Health

Pl ans here in Portland, and |'ve worked on the
Maryl and individual rate filings for three or
four years now and so |'mgoing to present on
both the individual and the small group rate
filings. Unfortunately Rob Picker, the actuary

on the small groups filing, could not be here

© o0 ~N o o M~ w N P

today, but |I'mgoing to present on his behalf.
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So on the first slide, or actually | guess
11 It's the second slide, on the conponents of the
12 rate change for the small group ACA filing, you
13 can see that we are -- we have filed a

14 3 percent rate change, actually a 3.3 percent
15 rate change, and this is on a -- we have

16 approximately 9,000 nenbers in the market as of
17 February 2018, which is about a 3 percent

18 mar ket share, and we have 44 plans covering all
19 the netal tiers fromBronze, Silver, Gold and
20 Platinum and they are all HMO plans, and we

21 have seen a slight decrease over the years in

22 our experience.
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So as you can see fromour slide, the
projected clains expenses are actually a little
| onwer than they have been in the past, and this
Is leading to a slight reduction effect in our
rates. But to counter that we are projecting a
hi gher risk adjustnent transfer out, and so the
bal ance of that is a 3.3 percent rate change.

Additionally, there's the new Maryl and

© o0 ~N o o M~ w N P

state assessnent for 2019, which is about a 2.4

=
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percent increase, countered by the noratorium
11 on the Health Insurance Provider Fee, which is
12 a 1 percent decrease for us. So as | said,

13 overall we're at about a 3.3 percent rate

14 | ncrease.

15 So any questions on our small group rate
16 filing? | didn't prepare nuch because there's
17 not -- we're a pretty small piece of the market

18 and it's a pretty snmall rate change request at
19 t he nonent.

20 MR. REDMER: We're good.

21 MR. LIEBERT: Al right. So then noving

22 on to the individual narket on slide 3, what we
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see here is a graph that shows that we are, for
t he on-exchange market we're about 40

percent -- I'msorry, 46 percent of the

on- exchange market in Maryl and, about

35 percent overall, and this is as of early
2018. 2017 we were overall about 28 percent of
the total market, so we have grown

substantially even just from 2017 to 2018, and
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the growt h has been pretty substantial since
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t he begi nning of the ACA, and one of the

11 problens with that is that it does affect our
12 ability to project the norbidity of our

13 menbership. By the time we file the rates, for
14 exanple in this case by the tinme we file the

15 rates for 2019 we really don't know what our

16 2018 nenbership | ooks I'i ke and we know t hat

17 it's different than our 2017 nenbership, and so
18 we're projecting through a year that has pretty
19 substanti al changes. So, you know, we do the
20 best we can with that, but it does present

21 sone, just sone instability in the actual rate

22 proj ections.

Epi g Court Reporting Solutions - Washi ngton, DC
1- 800- 292- 4789 www. deposi ti on. conf washi ngt on-dc. ht m


http://www.deposition.com

HEARI NG - 07/30/2018 Page 57

But for 2018 we have approxi mately 74, 000
menbers as of February 2018, which again as |
mentioned is about 35 percent of the overall
mar ket share. W have 13 HMO pl ans coveri ng
all the tiers, Catastrophic, Bronze, Silver,
Gold and Pl ati num and our original filing was
for 37.5 percent, and through sone of the

obj ections and sone updates to the risk
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adj ust nent projections right now the rate
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I ncrease request is at 34.75 percent.

11 So nmoving on to -- this is actually

12 Exhibit 4, or Slide 4 shows our, actually shows
13 our original rate increase of 37 percent

14 conpared to the CareFirst rate increase

15 request, which, as Pete Berry nentioned

16 earlier, are 91 percent and 18 percent for an
17 overall average on the market of 30 percent.

18 And again, our revised rate increase right now
19 Is | ower than shown here.

20 Then if we go on to Slide 5, this shows
21 t he conponents of the rate change. So unlike

22 the small group market, we are seeing fairly
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substantial increases in our clains expenses,
and we can attribute this to a variety of
things. A mgjor thing that we know i s playing
out in this market is just the effect, we
assune it's the effect of the, partially the
effect of the individual nandate goi ng away,
but it's also just the increase, the main

| ncreases over the last couple of years are

© o0 ~N o o M~ w N P

driving people out of the market and this is
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causing the healthy people to | eave, and to the
11 overall we've seen the market size drop fairly
12 substantially over the |last couple of years.

13 Here | show that it's a 13 percent reduction
14 from in the market as a whole from 2017 to

15 2018. And it sounds |ike we have the hold

16 musi ¢ back in play so | apol ogi ze, that's not
17 my musi c.

18 MR. REDMER:  Poor nusic, to say the |east.
19 MR. LIEBERT: So the conmponents of -- |I'm
20 sorry, can you hear ne, because | --

21 MR. REDMER. We can, we can, or at |east |

22 can.
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MR. LI EBERT: kay. The hold nusic is
getting very loud for ne. I'msorry, this is
very di stracting.

The conponents of our rate change, as |
said we're estinmating a 14 percent increase due
to the increased clainms expenses, and that's a
big part due to the reduction in the market and

t he departure of healthy nenbers, and
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additionally we're projecting about 20 percent
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of our rate increase is due to risk adjustnent
11 transfer increases. For 2017 we had about $115
12 per menber per nonth that we paid into the

13 mar ket for risk adjustnment, and due primarily
14 to the increases in the premuns and the

15 effects that they have on the fornula we are
16 projecting that the 2019 risk adjustnent wl |
17 be $199 per nenber per nonth, which as shown
18 here has about a 20 percent inpact on our

19 rates.

20 And then we al so have an inpact, a slight
21 | npact fromfees, such as the Maryland state

22 assessnent, the new Maryl and state assessnent,
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and then the noratoriumon the Health |Insurance
Provi der Fee.

And then noving on to Slide 6, we have an
exhi bit showi ng our relative rates of our
cheapest plans in each of the netal tiers to
the CareFirst HMO and CareFirst PPO plans, and
as you can see here other than in the

catastrophic tier those rate increases still
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mai ntain the Kaiser premuns as the lowest in
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t he market.
11 That is the end of ny presentation. |

12 don't know if there are any questions you may

13 have.
14 MR. REDMER:  David, thank you for
15 struggling through that. | can assure you

16 we're going to launch an investigation to see
17 I f sonebody from CareFirst put you on hold.

18 Anybody have any questions for Dave?

19 MR SWTZER: Yeah, M. Liebert, thanks

20 again. For the individual market you had

21 shared in Annapolis, and other places, that the

22 underwiting gain/loss in 2015 was negative
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40 percent and negative 30, and then you
projected --

MR, LIEBERT: I'msorry, |'m hearing about
every ot her word.

MR. SWTZER: So just back for a second to
the theme of rate stability or the potenti al
for it in the individual market. W know t hat

| osses have been in the 40 to 30 percent in the
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past, '15 and '16. | knowin the fall either
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projected a '17 underwiting | oss of negative
11 13 percent of revenue and you have provi ded

12 that that's conme in about mnus 6. |Is there
13 any early indications that '18 is on the sane
14 ki nd of path toward i nprovenent, as nuch as you
15 can share directionally? | know that the rate
16 I ncrease with the CSRs defunded was about

17 43 percent. So just trying to ook to '"18 to
18 see if that progression toward stability is

19 playing out at all in '18.

20 MR. LIEBERT: So in 2018 the Kaiser rate
21 I ncrease with the CSR changes was about 32.9

22 percent, and unfortunately that's not | eading
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1 to the profitability or the stability in this

2 mar ket for us because at the sane tine as a

3 | arge rate increase we al so are paying out nore
4 in risk adjustnent than we had antici pated, and
5 that is while our clainms expenses are on track
6 for where we thought they should be our

7 non-cl ai e expenses, which is in this case the
8 ri sk adjustnent, are nuch hi gher than were

9 anticipated, than we originally anticipated

10 wth the rate filing.

11 MR. SWTZER: Ckay. Thanks.

12 And just on the small group market, you

13 mentioned the market share, | know you've taken
14 sone steps to be conpetitive there. It seens
15 | i ke gromh is part of the plan for the snal

16 group market. Wuld that be relatively

17 accurate, enrollnment growh?

18 MR. LIEBERT: Yes, it is, that is accurate
19 to state.
20 MR SWTZER  Thank you.
21 Al right. Fromthere we'll go to
22 M. Morgan, please, from United.
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MR. MORGAN. (Good afternoon. M nane isS
Ryan Morgan, |'man Actuarial Director with
Uni t edHeal thcare, and |I'm here today to present
our proposed Maryland small group rates for our
four legal entities, which are UnitedHeal thcare
| nsurance Conpany, UnitedHeal thcare of the
Md-Atlantic, Optinmum Choice and MAMSI Life and

Heal t h | nsurance Conpany.
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Before we get into 2019 rates, please
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allow ne to briefly discuss our recent rate

11 hi story to provide sone context. Qur Mryl and
12 small group block has seen |ow rate increases,
13 and even sone decreases in recent years. For

14 2018 our file rate increase averaged just 0.2

15 percent across all four legal entities. In

16 2017 rates reduced 2.6 percent, and rate

17 I ncreases for this block were negative or in
18 |l ow single digits in the years prior as well.
19 In 2019 across all of our legal entities

20 we are proposing a total of 84 plans; ten
21 Platinum 36 Gold, 33 Silver, and five Bronze,

22 but half of these plans are avail able both on
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and of f exchange, and the other half are sold
of f exchange only. For small group business in
2019 we filed for a rate increase of

13 percent, as was stated. And please note
rate changes vary by plan, and ot her things

| i ke census changes can i nfluence those as
wel |, so for any given group obviously it could

be significantly higher or |ower than that,
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just to give that caveat.

=
o

So the main drivers were base rate changes
11 and trend, which was approved in 2018 for

12 5 percent and was filed at 7.3 percent for

13 2019. W didn't propose any changes to age or
14 area factors in any of these filings.

15 | guess the one other thing | wanted to

16 mention is Maryland's, the health insurance tax
17 that others nentioned as well has an inpact on
18 rates. So in sone other states with the ACA
19 fee noratoriumthere was a decrease for that,
20 and so in Maryland this new tax al nbst exactly
21 of fset the inpact of that going away so there

22 was really no change in Maryland for that.
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So that's really all | had prepared here.
Hopeful Iy that summary was hel pful, and thank
you for the opportunity to present today. At
this time 1'd be happy to address any questions
that you may have.

MR. SWTZER: Thank you very nuch.

So | noticed that enroll nent growh has

been swift, so it was 33 percent, 38 percent
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enrol I ment growth, and a 13 percent increase,
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as you nentioned, is about a flat increase for
11 2018. Has there been concern about, or

12 anything you' re seeing of who you're attracting
13 to want to slow down that growth, or is

14 sonething in the rate increase that woul d, that

15 you've seen fromwho you brought on that woul d

16 | ead to the 13 percent, please?
17 MR. MORGAN: | don't know specifically
18 what -- you're saying, | think, with just the

19 reality of our increase versus the others it's

20 likely the gromth would slow at |east --
21 MR SWTZER  Yes.
22 MR. MORGAN. -- or it depends how ot her
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1 carriers' filings are finalized. But, yeah, |
2 woul dn't expect the pace of growh we had to

3 continue, but | still think we nmay continue to
4 grow dependi ng on where everyone | ands.

5 MR. SWTZER  Sure.

6 As related to the Tax Cuts and Jobs Act,

7 has there been any quantification of how that's
8 af fected your RBC for '18, out of curiosity?

9 MR MORGAN: |I'mnot -- | guess |'d have
10 to get back to you on that. |'mnot aware

11 of f hand.

12 MR SWTZER  Sure.

13 MR. MORGAN: | nean, you know, given the
14 size of United, and many of the other conpanies
15 as well, | don't think that would be a huge

16 concern, but |I can certainly confirmthat for
17 you.

18 MR. SWTZER: That would be great. For

19 Maryl and specifically?

20 MR. MORGAN: Yep.
21 MR SWTZER G eat.
22 MR. MORGAN:. Thank you.
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1 MR SWTZER  Thank you.

2 MR. REDMER  All right. That's it for the
3 carriers, and let's see who has signed up to

4 speak. Russ Mrabile?

5 MR MRABILE: [|'mgoing to waive that

6 Now.

7 MR. REDMER You're going to waive, okay.
8 MR. M RABI LE: Thank you, though.

9 MR. REDMER  Sure.

10 | assunme if it's the carrier fol ks they

11 are not interested, they've al ready spoken,

12 correct me if I'"'mwong. Beth Samm s, Consuner
13 Heal th First.

14 M5. SAMM S: Thank you for the opportunity
15 to offer a consuner voice to the rate review
16 process. M nane is Beth Samms and | amthe
17 Presi dent of Consuner Health First. Consuner
18 Health First submtted witten coments to you
19 via your website, which | distributed to you
20 and your staff today. This testinony is

21 subm tted on behal f of 40 advocacy

22 organi zati ons and i ndivi dual s, about 20
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organi zati ons and 20 i ndi vi dual s.

| want to -- |I'mnot going to bore you
with all of the testinony, but | do want to
hi ghlight a few of our key points, and before |
begin | want to expressly thank you,
M. Conmm ssioner and your staff, for publicly
affirmng and doi ng so again here today that

you woul d consi der the experience and i npact of

© o0 ~N o o M~ w N P

hi gh-ri sk nenbers, carriers' prograns to nanage

=
o

care and i nprove health outcones, and

11 CareFirst's statutory m ssion when revi ew ng
12 2019 rates. W're very grateful for you for
13 doi ng that.

14 We understand the rates before you today
15 wll significantly change if Maryl and receives
16 the State I nnovation 1332 Waiver, and we, like
17 the carriers, are cautiously optimstic that
18 this will be approved and carriers wll then
19 file new rates based on antici pated rei nsurance
20 paynents. We do not believe, though, that it
21 IS in consuners' interests to sinply rely on

22 rei nsurance to lower premuns for next year.
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W nust do as nuch as possi bl e beyond
rei nsurance to lower premuns for al
consumers.

As you know, the individual mandate w ||
no | onger apply in 2019, and with prem uns wel |
beyond what's affordable for consuners who do
not qualify for federal subsidies we run the

risk that the gains we've nade in expandi ng

© o0 ~N o o M~ w N P

| nsurance coverage since 2014 wll be |ost.
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In 2013, 11 percent of all Maryl anders
11 bel ow t he age 65 were uninsured, today that's
12 down to 6 percent. For consuners who do not

13 qualify for federal subsidies, those with

14 I nconmes over 400 percent of the federal poverty
15 | evel wi thout access to enpl oyer-based
16 | nsurance year over year increases of 20 to

17 40 percent have resulted in unaffordable

18 prem uns, as Todd has docunented here today.
19 We're concerned these consunmers will now nmake
20 the bet that they won't need heal thcare

21 services, particularly the young and the

22 healthy, with themnore likely to forego buying
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heal t hcare coverage because of the | oss of the
I ndi vi dual mandate. These decisions will place
I ndi vidual s at personal financial risk, as well
as their famlies --

MR. REDMER: Excuse ne. For those of you
that are on the phone, if you could pl ease
pl ace us on nute we woul d appreciate it. Thank

you.
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M5. SAMMS: -- as well as place our
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state's innovative delivery systens nodel s at
11 risk if the nunber of uninsured goes

12 dramatical ly up.

13 So this year Consuner Health First | ooked
14 at the data provided in the rate filings for
15 the years 2013 to 2017. Yes, | ama nerd, |
16 admt that, and I'ma little bit -- |I'm al ways
17 worried about ny math because |I'ma

18 soci ol ogi st, not a mathematician, but |'m gl ad
19 to hear that much of what CareFirst and Kai ser
20 had to say here today reinforces ny

21 conclusions. So | guess that's good. Maybe it

22 means there's sone truth, huh.
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The data indicates that Maryl and has a
stabilizing market for HMOs and a continuing
chal | enged market for PPGs. As shown on Page 3
of our witten coments, the nenbership in the
HMO products has grown for both CareFirst and
Kai ser since 2013. Premuns for CareFirst HMO
product cover about the sanme anount for

heal t hcare services now as in 2013, wth about

© o0 ~N o o M~ w N P

94 cents of every premumdollar going to pay
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for healthcare services.

11 Prem uns for Kaiser's HMO didn't cover

12 heal t hcare services in 2013, but now Kai ser

13 collects nore in premuns than needed to cover
14 heal t hcare services, and so we ended up

15 concl udi ng that things have in fact gotten

16 better and were on their way to stability

17 before we won't get into everything that has
18 happened since 2016.

19 By contrast, CareFirst PPO has, have | ost
20 about half their nenbers since 2013 and

21 prem uns no | onger cover the cost of healthcare

22 servi ces, as shown on Page 4 of our witten
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testinony. CareFirst spends nore for clains
for healthy PPO nenbers than it does for
heal t hy HMO nenbers. So even though they are
both cl assified as bei ng healthy, the PPO
menbers cost nore than the HMO nmenbers, and we,
of course, think that this matters, that there
Is a difference in costs. The greater the

difference in premuns and cl ai ns between the
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HMOs and the PPGs the higher the risk
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adj ust nent paynent the HMOs nust make. | do
11 realize that CareFirst HMO will receive sone
12 ri sk adjustnent paynent this year, but 93

13 percent of the total anmount that was coll ected
14 from Kaiser for risk adjustnment will go to the
15 PPCs and not to the two HMVCs.

16 Unl ess we figure out howto mnimze the
17 di fference between the HMO and PPO prem uns and
18 clains, consuners wll pay high premuns even
19 Wi th the reinsurance program |In fact, we

20 think this dual market of HMOs and PPGCs is

21 unusual across the country, and may be the key

22 factor for why our market has not stabilized as
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much as other states, and we have a
recomendation for that at the end.

For this reason we ask you to direct
CareFirst to answer a series of questions about
Its PPO products, and | appreciate the fact
that they did sonme of that here today, but
there are additional questions that we would

| i ke answered. For exanple: Do out of network

© o0 ~N o o M~ w N P

clainms drive up overall claimcosts in the PPO?
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s that part of what explains the difference in
11 the clains costs between heal thy PPO nenbers
12 and heal thy HMO nenbers, or are the fee

13 schedul es slightly different between the PPGCs
14 and the HMOs. It's quite possible they have
15 one fee schedule, but it's al so possible they
16 have nmultiple schedules for the two products.
17 One way to reduce the difference in

18 prem um between the PPCs and HM3s is for

19 CareFirst to continue to heavily subsidize the
20 PPO in 2019, basically at the sanme |evel that
21 t hey subsidize the PPO in 2018, and the best

22 way to do this is to require CareFirst to
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assunme the sanme nedical loss ratio it had in
2017, 98 percent, | know that's rather
shocki ng, when building its rates for 2019.
But | have sone specific reasons for why we
think froma consunmer perspective it's
appropriate for CareFirst to continue to | ose
noney at such a high rate for 2019, and ||

har ken back to the words of then CEO of
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CareFirst, Chet Burrell, when he stated in 2013
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about the individual market, quote: W' re not
11 expecting to nmake noney, we're expecting to

12 | ose noney. If we're going to lose it, we're
13 going to lose it on behalf of subscribers and
14 the community. And we would ask you to

15 continue to ask CareFirst to do that for at

16 | east one nore year, and one of the reasons we
17 ask CareFirst to do that is because of their

18 strong financial position. This position nmakes
19 it possible for themto continue to | ose noney,
20 particularly in the PPO product, for an

21 addi tional year.

22 On Page 6 of our witten testinony we
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11
12
13
14
15
16
17
18
19
20
21
22

present data from CareFirst annual reports on
its capital and surplus levels from 2009 to
2017. Wile CareFirst certainly | ost noney on
its individual health insurance business, its
capital and surplus position has narkedly
| nproved since the enactnent of the Affordable
Care Act. Today its capital and surplus |evels
are high, with 642 mllion in the Maryl and
Blues and $1 billion in the D.C. Bl ues.

These conpani es now have over 1,000
nore -- 1,000 percent of risk-based capital,
nore surplus and capital than is needed to
remai n sol vent. Moreover, thanks to federal
tax reform industry sources report that
CareFirst will receive a $78 mllion federal
tax wndfall for this year. Their tax w ndfall
we woul d expect to be nuch higher than it woul d
be for the for-profit insurers. The tax code
made an explicit change to how taxes woul d be
collected for the Blues plans, and | believe
that CareFirst is on the |ow side of what the

windfall will be for Blues across the country.
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11
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18
19
20
21
22

For the good of all consuners dependent
upon the individual market, as well as our all
payer hospital system we urge you to direct
CareFirst to assune a 98 percent loss ratio
when building its 2019 rates for its PPO
products. W understand both the state
rei nsurance program and hi gh subsidi zation in
the individual market by CareFirst nmay not be
sustainable in the long run, or even nore
sust ai nabl e than one or two years.

Consuner Health First |ooks forward to
working with the Health I nsurance Coverage
Protection Conm ssion to explore |longer-term
solutions. For us these include two things: A
state individual nmandate, as well as an option
for Maryland consuners to buy into Medicaid or
into the State Enpl oyee Benefit Program

We al so believe it is tinme to consider
whether it is in the consuners' interest for
CareFirst to continue to offer a PPO product.
We understand that by statute CareFirst's two

Bl ues plans, a CFM and GHMSI, are required to
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of fer coverage in the individual market and it
I's not possible for themto w thdraw, but we do
not believe that there is anything in the
statute that requires these two conpanies to
offer a PPO In effect PPCs by |aw are

aut hori zed to offer exclusive provider

organi zations that m mc HMO coverage on a PPO

| icense. EPO plans nmay be better suited to
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nmeet the access, quality and affordability
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needs of consuners in the individual market

11 than PPO plans. W ask you to consider this

12 and to provide public guidance to all of us on
13 this point.

14 Finally, we ask you to do what was done

15 previously in the rate review process, to issue
16 a detail ed decision docunent. This would |et
17 consuners know what factors you consider during
18 rate review, why these justify approval or

19 nodi fication of the rates, and the state of the
20 I ndi vidual market, and | do this as a personal
21 pl oy because otherwi se | have to go back

22 t hrough the SERFF docunents in January and they
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are annoying to read. So | would ask you to
save ne fromthat, and to give all of the
consuners of Maryland the ability to be able to
understand why it was that you reached the
concl usi ons that you do.

| thank you again for the opportunity to
address you today and to be part of this

| nportant process. On behalf of Consuner

© o0 ~N o o M~ w N P

Health First, I'd like to reiterate that we
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| ook forward to your decision and your

11 concl usi ons about the individual market and to
12 working with you in the future.

13 MR. REDMER:  Thank you, Beth.

14 Any questions? All right. Appreciate it,
15 thank you.

16 Del egate Cullison, did you want to nake
17 any remarks while you're here? You don't have
18 to. It's up to you.

19 DELEGATE CULLI SON: No, that's all right.
20 You guys are doing a great job.

21 MR. REDMER: All right. Let's see.

22 St ephani e Kl apper, Maryland Ctizens' Health
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1 Initiative.

2 M5. KLAPPER: Sorry, | only have four

3 copi es.

4 M5. GRASON: That's all right.

5 M5. KLAPPER: Hi, |'m Stephanie Kl apper

6 wth Maryland Citizens' Health Initiative. W
7 are a nonprofit that works for quality

8 af fordabl e healthcare for all Maryl anders, and
9 our Maryland Heal thcare For All Coalition is
10 conprised of hundreds of business, |abor,

11 faith, comunity and other organizations all

12 across the state.

13 | first want to thank you, Conm ssi oner,
14 and for your team for taking comments on the
15 proposed rates for the market next year, and we
16 comend Maryland for working to create a

17 rei nsurance programto respond to the hi gh cost
18 of premuns on the narket. As we've heard

19 today affordability is a serious concern, and
20 once the 1332 Waiver is hopefully approved we
21 encourage the state to use the funds fromthe

22 federal governnment and the $380 million state
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1 stabilization fund to inplenent the program as

2 efficiently as possible to result in the

3 greatest reduction in premuns for al

4 Maryl anders across the state.

5 We' ve heard today from several people that
6 the | oss of enforcenment of the individual

7 mandate at the federal level is going to create
8 mar ket instability, and we propose creating a

9 Heal t h I nsurance Down Paynent Plan at the state
10 | evel in response to that. This plan would

11 make it so that at tax tinme when the consuner
12 I s asked did you have quality coverage | ast

13 year, if the person says no they would have the
14 option to either pay a penalty to the state or
15 I nstead use that penalty noney to instead

16 purchase health coverage, and we antici pate

17 that there would be at | east 60,000 people in
18 Maryl and who coul d be able to get health

19 coverage right then and there for the sane

20 anount of the penalty fee conbined with the

21 federal subsidies, which would bring many nore

22 people into the market stabilizing it, at the
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sane tine getting nmany nore peopl e covered.

We al so heard today that the high cost of
drugs is a contributing factor to increases in
prem uns, and so to that effect we would
propose a health insurance -- I'msorry, a Drug
Cost Conmi ssion created at the state |level in
order to look at these really, really high-cost

drugs, the ones that cost $30,000 a year or

© o0 ~N o o M~ w N P

nore, that are really driving premumrates up
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and take a look at that and figure out what is
11 reasonable for Maryland to pay.

12 So agai n, thank you very nuch for this

13 opportunity to coment, and |'m happy to take
14 any questions.

15 MR. REDMER  Thank you, Stephani e.

16 Welcone to the first two bill hearings of 20109.
17 DELEGATE CULLI SON:  And maybe you know t he
18 answer, but in terns of the down paynent that
19 woul d require a state nandate, correct? And
20 are we within our purviewto -- are we

21 aut hori zed by the federal governnent to have a

22 state mandate for heal t hcare?
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MR. REDMER: That's not ny bailiw ck.
Beth is saying yes, Mchele is saying yes.

MR MORROWN | think the answer is, and
"' mnot 100 percent sure about this, but |
thi nk the answer is the states have been
encouraged to do what they need to do, nore
control com ng back fromthe federal governnent

to the states, and I'll ask Joe nmaybe if I'm
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wrong about this but | do think that they have
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said that they would allow states to do

11 st at e- based nmandat es.

12 AUDI ENCE MEMBER:  Yes.

13 AUDI ENCE MEMBER: And Massachusetts has
14 had one for years.

15 MR. MORROW Yeah, they've had one since
16 2007, so.

17 DELEGATE CULLI SON: Thank you.

18 MR. REDMER  All right. Delegate

19 Cul I'i son, thank you.

20 | don't have anybody el se that has signed
21 up to speak, unless I've mssed anything. Yes?

22 M5. RASWANT: Maansi Raswant fromthe
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1 Maryl and Hospital Association.

2 MR REDVMER: Sure, sure. I'msorry, |

3 m ssed you.

4 M5. RASWANT: Great, thank you.

5 Apol ogies, | cane in |late, so | may have m ssed
6 on the sign-in sheet there.

7 MR. REDMER  That's okay.

8 M5. RASWANT: So thank you. Good

9 afternoon. Again, Maansi Raswant on behal f of

10 the Maryl and Hospital Association representing

11 64 hospitals and health systens across the

12 state.

13 | want to start off by thanking you,

14 Comm ssi oner Redner, and the MA staff, for the
15 opportunity to provide our comments, and

16 honestly also for just the thorough process

17 that you're undertaking. | really appreciate
18 it, and our nenbers do as well.

19 We did submt witten comments earlier
20 today, so I'll keep ny testinony brief, and I

21 want to say that it is promsing to hear that

22 so much of what I'Il outline and cover is being
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pl anned on being reviewed as part of the
written review process.

So I'lIl start off with what we know every
year. This year, again, there is a |arge
variation in underlying cost trends cited by
the insurers specific to the hospital cost
trends. Insurers have used rates as high as 3

percent in the individual market and 13 percent
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in the small group market. These projections,
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as Todd noted, are inconsistent wwth the Health
11 Servi ces Cost Review Comm ssion's recent

12  approval of the total hospital revenue growth
13 of only 1.37 percent per capita for fiscal year
14 2019, and as Todd nentioned we recogni ze that
15 all products have unique factors that are

16 | npacting the projected trends. But again, the
17 variation is so wde that we believe it

18 warrants accountability frominsurers to

19 explain exactly how these higher costs and

20 utilization trends are calculated, so I'mglad
21 to hear that M A is undertaking that effort.

22 And nore inportantly, insurers should show how
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t he hospital savings realized under the nodel
are passed on to consuners.

In addition, we're seeing high
doubl e-digit increases or increased requests
every year, particularly for the preferred
provi der products, as Beth Samm s j ust
nmenti oned, and while the i ndependent actuari al

analysis of the MA Conm ssion |ast year is
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hel pful, and I'"'mglad to hear again it's
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happening this year, it doesn't work to

11 Identify the root causes of the trends and

12 characteristics, and to understand for exanple
13 what is driving the constant increase in

14 norbidity.

15 To do this, in addition to your expertise
16 here at the MA we'd invite you to | ook at the
17 HSCRC s processes to anal yze the Medicare

18 popul ation and to | everage the all-payers

19 clainms database. It would also be prudent to a
20 menber of any prograns insurers have in place
21 to manage their popul ati ons agai nst the higher

22 i ncreases to understand their effectiveness, so
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1 | was very happy to see the slide just |ooking
2 at the types of programs that insurers have in
3 pl ace, what their uptick |ooks |ike and, Todd,

4 | agree that it would be great to see that

5 nunber 1 ncreasing every year.

6 And then to that point I'd like to end by
7 encouraging the MA as it works with the Health
8 Benefit Exchange on the state reinsurance

9 programto consider the value of care

10 managenent incentives. The reinsurance program

11 presents a uni que opportunity to understand and
12 address high rate increases by better |inking
13 heal t hcare coverage and heal thcare delivery,

14 and it would allow the state to create webbers
15 (phonetic) that inpact long-termstability of
16 the insurance market by increasing quality and
17 reduci ng costs, and in addition any reduction
18 in the cost of care would al so decrease

19 reliance on a reinsurance program

20 So as we nove to the total cost of care

21 nodel, it's increasingly critical that insurers

22 of fer plans that accurately reflect the cost of
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care, pass savings on to consuners, and, nore
i nportantly, facilitate the delivery of care
that neets their needs. While the nodel holds
provi ders accountabl e for hol ding costs down
and increasing quality, consuners need

equi tabl e and affordabl e coverage to access

t hese hi gh-value services. After all, it is

t he synergy between account abl e care and
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af f ordabl e coverage that has nade Maryl and a
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nodel in the nation. Thank you.

11 MR. REDMER:  Thank you.

12 Any questions? | think we're good.

13 | amgoing to take questions fromthe

14 phone in a second. Anybody el se here have any
15 guestions, comments, observations? Yes?

16 AUDI ENCE MEMBER: Wth regards to the

17 di screpancy between the PPO clients and the HMO
18 clients, has it been | ooked at how t hat

19 transition has happened? Because |I'm wonderi ng
20 how many PPO clients are now HMO clients,

21 they've migrated fromone to anot her and

22 whet her that in and of itself is affecting the
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norbidity rates of the PPO pool.

MR REDMER |'ll let Todd address this if
he chooses to, but | think the answer is yes.
We've heard, you know, that the PPOis in a
death spiral because of adverse selection. So
t hose sicker folks that have | eft the PPO, ny
own speculation is part of them have m grated

to no coverage at all and sone have, the
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heal t hi er of them have migrated to the HMO, and
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the population that's left is certainly nuch
11 si cker than the population that did | eave.

12 MR. SWTZER: Since the norbidity

13 assunption is so critical, we have tried to
14 pull that apart in several ways: One, the

15 people that are in the pool today so far in
16 2018, what's their origin, did they cone from
17 smal | group, did they cone fromlarge group,
18 were they previously uninsured as best we can
19 tell, did they cone fromw thin the insurer,
20 their other markets, or did they cone from
21 conpetitors are sone of the ways that we're

22 trying to parse it.
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To your specific question ny coll eague
Brad worked on that a bit and I'Il give it to
hi m

MR. BOBAN. On the basic question of HMO
versus PPO norbidity, it is sonething we've
been nonitoring very closely and it's been
changing a | ot over the past couple of years.

Just as a history, pre-ACA PPO had the | ower
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nmorbidity in the market. That was driven
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mai nly by the fact that the HMOs had a

11 statutory requirenent to offer maternity

12 services, whereas the PPGs did not. So in

13 2013, right before ACA, PPO was probably tw ce
14 as healthy as the HMO and in 2014 we probably
15 had about 30 percent PPO nenbershi p and

16 70 percent HMO nenbership, and since that tine
17 every year we've been seeing the nenbers

18 continually buy down from PPO to HMO

19 CareFirst provides that data in their rate
20 filings that tracks their inner conpany

21 novenent, and that's a key part of both the

22 norbidity assunptions for HVMO and PPO so --
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and, you know, and that trend is accelerating a
|l ot. You know, it was 30 percent in 2014, it's
down to 15 percent as of 2016, 10 percent as of
17, and now we're down to about 7 percent of
the pool and it's just kind of becom ng
exponenti al .

So it's really one of the key assunptions

inthis rate filings, and another thing is this

© o0 ~N o o M~ w N P

| npacts all of the rate filings, and so we see

=
o

the HMO experience ook a |ot better than the
11 PPO experience, but all carriers need to price
12 to the entire state's average risk. So it's
13 just as inportant for Kaiser's rate filings as
14 for CareFirst's rate filings to take into

15 account these PPO nenbers and to accurately

16 estimate just how bad the PPO has gotten from
17 year to year.

18 Any ot her questions?

19 AUDI ENCE MEMBER: |t was just sort of a
20 trend questi on.

21 MR. REDMER: Debbie, if you could ask the

22 question I'd also be interested in the flip
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© o0 ~N o o M~ w N P

=
o

11
12
13
14
15
16
17
18
19
20
21
22

side of that. I'mcurious as to if there are
nmenbers that are in the HMO, they get a
significant health issue and they mgrate up to
t he PPO because of the expanded network

opti ons.

AUDI ENCE MEMBER: | will check that out.

MR. REDMER  Just curi ous.

Any ot her questions, comments? If not, we
will go to the phone. |s there anybody on the
phone that has any comments or observations?
One nore tine, anybody on the phone?

Al right.

TELEPHONE MEMBER: We're all on the phone,
we just don't have a question.

MR. REDMER: Al right. Well, thank you.

Wth that 1'lIl ask the roomone nore tine.
Anybody el se?

Al right. WlIl, thank you once again.
Hopefully we're going to have an opportunity to
cone back and do this again real soon. Thank
you.

(The hearing concluded at 2:40 p.m)
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CERTI FI CATE OF SHORTHAND REPORTER- NOTARY PUBLI C

|, Toni R Thonpson, RVR, Court Reporter,
the officer before whomthe foregoing proceedi ngs
was taken, do hereby certify that the foregoing
transcript is a true and correct record of the
proceedi ngs; that said proceedings were taken by ne
stenographically and thereafter reduced to
typewiting under ny supervision; and that | am
neither counsel for, related to, nor enployed by any
of the parties to this case and have no interest,
financial or otherwse, in its outcone.

| N WTNESS WHERECF, | have hereunto set ny
hand and affixed nmy notarial seal this 14th day of
August 2018.
My Conm ssi on Expires:

January 18, 2021

./.

NOTARY PUBLI C I N AND FOR

THE STATE OF MARYLAND
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 1             P R O C E E D I N G S

 2        MR. REDMER:  Okay.  Good afternoon.  If

 3   you don't mind, I've got 1:00 so we will go

 4   ahead and get started.  My name is Al Redmer

 5   from the Maryland Insurance Administration, and

 6   I would like to welcome you to the public

 7   hearing for the proposed rates for 2019 in the,

 8   both the individual and the small group

 9   marketplace, and this is our continuing effort

10   to conduct business in an open and transparent

11   manner.

12        Before I get started, I'd like to

13   introduce the team that is with me today.  To

14   my right is Nancy Grodin, our Deputy Insurance

15   Commissioner.  To her right is Bob Morrow.  Bob

16   is the Associate Commissioner of Life and

17   Health.  To my immediate left is Todd Switzer.

18   Nice to meet you Todd.  Todd is our Associate

19   Commissioner and Chief Actuary.  To his left is

20   Brad Boban, a Senior Actuary, and to his left

21   is Cathy Grason, who is our Chief of Staff.

22        I also want to introduce for the meeting
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 1   in the room is Tracy Imm, our Director of

 2   Communications.  I also want to introduce

 3   Michele Eberle, who is the Executive Director

 4   of the Health Benefit Exchange, and finally

 5   Delegate Cullison from the Health and

 6   Government Operations Committee.  Appreciate

 7   you being here, Delegate.  It's always helpful

 8   to have legislators who ultimately create the

 9   rules for us to be in the room and see what

10   happens in the real life world of insurance

11   regulation.

12        I'm going to apologize in advance, I have

13   to slip out at 1:30 for a brief phone call, I

14   will be right back.  In the meantime, as I

15   mentioned this is a public hearing for the 2019

16   proposed rates for the individual and the small

17   group market.  This is not a public hearing for

18   the 1332 Waiver or the proposed reinsurance

19   program that we may deal with down the road.

20   If approved, we will do a second rate hearing

21   to make the appropriate changes.  So to the

22   extent possible, we would like to keep this to
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 1   the proposed rates for 2019, and with that I

 2   will reintroduce for opening remarks our Chief

 3   Actuary, Todd Switzer.  Nice to meet you, Todd.

 4        MR. SWITZER:  Good afternoon.  Thank you

 5   to the insureds, to the insurers, the consumer

 6   advocates and everyone who is here today.

 7   Thank you also to the 28 people who submitted

 8   public comments.  It helps a lot to get your

 9   feedback, to get their feedback to round out

10   the view of all people that we're talking about

11   here whom it affects.

12        We believe these meetings play a role in

13   influencing healthcare in Maryland.  I think

14   the past meetings, these meetings influence the

15   decisions that will be made.  I believe they

16   played a role in accentuating the urgency of

17   some of the matters in the individual market,

18   in the ACA market, toward filing the waiver

19   that the Commissioner mentioned for 2019 with

20   the potential for rate relief.  Again the focus

21   of this hearing is not the waiver, but I will

22   make some comments about it later.
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 1        One of our aims here is to, or some of

 2   them is to offer transparency to the rate

 3   review process, to spur dialogue, and to raise

 4   the right questions with a factual bedrock, and

 5   one of my favorite parts of these meetings are

 6   the questions that it raises, and as you know

 7   once you raise one question it leads to another

 8   question, and I think it improves the quality

 9   of the public discourse toward a better

10   decision making again.

11        I know you've heard about some of our

12   guiding principles before.  I don't want it to

13   be perfunctory because it helps me to keep a

14   balance in what we're doing, and what I mean is

15   there's ten of us in the Actuary's Office

16   reviewing the rates.  One of our guiding

17   principles is our Standards of Practice for

18   Actuaries, so that calls for an approach where

19   the assumptions, every assumption is looked at

20   individually, looked at in aggregate to make

21   sure that it's reasonable, as well as Maryland

22   Insurance Article 11-603 requires that rates
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 1   must be reasonable in relation to benefits, not

 2   inadequate or excessive, and not unfairly

 3   discriminatory.  So there's a lot there,

 4   there's a lot of affected parties, and we keep

 5   that in our sights.

 6        As you know, insureds in the individual

 7   non-medigap ACA market have seen increases over

 8   the past last three years of 21 percent, 25

 9   percent and 44 percent.  At the same time,

10   insurers have lost millions of dollars in the

11   individual non-medigap, in this market, since

12   inception in 2014.

13        So to cultivate that dialogue, I have a

14   few slides.  They're more broad based to give

15   some context before the insurers summarize

16   their submissions, and any questions that come

17   up we are anxious to field either later or we

18   have the opportunity here after people have

19   spoken.

20        So let me start with the grounding that

21   really builds up, the press release that came

22   out after carriers submitted their filings on
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 1   May 1st.  The top part of this -- this is the

 2   entire ACA market, a snapshot, individual

 3   market and the small group down below.  We have

 4   about 212,000 members as of February of this

 5   year in the individual market, that's on and

 6   off exchange.  The top two carriers for market

 7   share, only two carriers, are CareFirst and

 8   Kaiser, 58 percent for the BlueChoice plan,

 9   7 percent for CareFirst PPO, 35 percent for

10   Kaiser.  The overall increase was 30 percent,

11   as you've heard, and that breaks down within

12   the column there a range of 18 1/2 for the HMO,

13   91 for the PPO, and 37 for Kaiser.

14        When we move to the small group market,

15   about 266,000 members there, and you can also

16   see here with the growth if you understood how

17   it's changed from last year, I'll leave that to

18   you.  The overall increase and what's a little

19   different here is that the groups renew by

20   quarter, first, second, third, fourth.  Most of

21   them renew in the fourth quarter, and there's a

22   slight change as you move along the quarters
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 1   from 6 1/2 percent overall to 7.3.  But overall

 2   for the year when you weight by who renews, how

 3   they renew through the year, about 7 percent,

 4   and there's a range there that you can see from

 5   4.8 percent up to 13 percent.  A little bit of

 6   background for that market, for the total

 7   market.

 8        I wanted to bring out a few pieces of

 9   information along the following lines.  If we

10   look at the Maryland market -- and this is just

11   for ACA insurers.  I was trying -- insurers who

12   either offer the individual or the small group

13   market how have they performed of late in 2017.

14        The first thing when we line up all the

15   other types of coverages that are out there

16   beyond ACA, medigap, self-insured, Medicare

17   Advantage, et cetera, the whole picture, let's

18   look at, well, how many members.  Well, we got

19   about 4 million members and the ACA is about

20   11 percent of that total.  The second piece of

21   information here is in the gain/loss side, how

22   have they fared.  First on the not favorable
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 1   side, in the individual non-medigap market, you

 2   can see it there, in 2017 $176 million loss.

 3   So 16 percent of revenue, that's what I alluded

 4   to earlier, problematic to state the obvious.

 5   Other markets too that have lost money, the

 6   self-insured, 32 million, 15 percent; also the

 7   Medicare Advantage, 20 million, 5 percent.

 8        But then let's look at the other side, it

 9   just begs the question that there's some

10   positive, right.  So on the small group side we

11   had an $80 million gain, 6 1/2 percent of

12   revenue; for the large groups, about 146

13   million, 7 percent; for OPM HMO about

14   7 percent, 82 million.  When you roll it all

15   together down to the bottom line, about 1.2

16   percent.

17        So on the premium dollar underwriting gain

18   of 1.2 percent, 1.2 cents, it's not, a

19   relatively thin number.  Again, this is before

20   investment income.  We're trying again to

21   answer the question, we've lasered in on ACA,

22   as we should.  We're just kind of begging the
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 1   question again of what's the total picture, and

 2   that's one way of looking at it.

 3        I apologize, I didn't give you that slide.

 4   That's the slide I was talking about, so let me

 5   briefly:  11 percent of members in the ACA,

 6   individual and small group losses 176 million

 7   again in the individual, 80 for small group,

 8   underwriting gain before investment income 1.2.

 9   But you can walk down that Gain/Loss column, I

10   tried to pull out the top three to underwriting

11   loss, top three to underwriting gain, and then

12   roll it all together and that's what I brought

13   out.

14        Our rate review, so we got thousands of

15   pages of filings on May 1.  This is an attempt

16   to briefly let you know what we're looking at,

17   and individual non-medigap market just walk

18   down the assumptions.  Morbidity from '17 to

19   '19 is how healthy or sick the pool is, so 1.33

20   in rough terms is saying that overall everybody

21   who filed assumes they'll get 33 percent

22   sicker.  There's a range in that from
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 1   10 percent to 95 percent, we're examining that.

 2        On risk adjustment, as you know a zero sum

 3   process where the healthier carriers write a

 4   check to, so to speak, to the not as healthy

 5   carriers.  Zero sum, but there's a lot of money

 6   changing hands.  There's quite a gap there

 7   where a carrier believes they will get

 8   55 million, another believes they will say 159

 9   to 170 million.  We're working through

10   narrowing that gap.  That's a major assumption.

11        Trends, the overall trend, the rise in

12   healthcare costs, plus some unit costs and

13   utilization, is 8 percent overall.  The

14   high/low is 5.3 to 9.5.  We'll talk a little

15   bit more about that later.

16        Contribution to reserve is, depending on

17   what type of carrier you are, profit.  For

18   every premium dollar it was 2.7 percent, 2.7

19   cents for profit contribution to reserve with a

20   range of 2 to 5.

21        Administrative costs, how much it costs

22   the insurer to run their business per member
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 1   per month, which is a dollar amount, 66 on

 2   average, but there's a range of 35 to 108.

 3   It's another one we look closely at.

 4        Broker costs, $6 per member per month,

 5   with a range of 4 to 7.  And the loss ratio,

 6   the claims divided by premium, how much of the

 7   premium dollar is going to pay claims, on a

 8   traditional basis it's 83.4 overall and a range

 9   of 82 to 87.  But the federal requirement that

10   it has to be below 80 for individual and small

11   group, on those terms it's a slightly different

12   formula, it's 87 overall and a range of 86 to

13   91.

14        Again, just trying to give you a sense of

15   what's been filed, what we're reviewing.  This

16   is a small sample of what we're looking at, but

17   it's some of the big ones, kind of the top

18   view.

19        For small group there's a lot less

20   assumption that the pool will get less healthy,

21   1.003, a range of 1.0 to 1.01.  We're looking

22   at that one, the carrier has been providing a
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 1   lot of information there.

 2        Risk adjustment, they're a lot closer

 3   apart there.  When we roll together all the

 4   companies there's a $24 million difference, $8

 5   PMPM.  We're still working with the carriers on

 6   risk adjustment.

 7        Overall trend is 7.8, with a range of 3.6

 8   to 10.9.

 9        Contribution to reserve, or profit,

10   average of 1.7, a range of zero to 6.

11        Administrative costs, 60 with a range of

12   42 to 73.

13        Broker costs, $26 with a range of 3 to 30.

14   And the loss ratios, the one that you're

15   accustomed to seeing, those of you who look

16   into these things, 76.2 claims over premium

17   with a range of 75.6 to 79.8, and then the

18   NAIC, 80.5 above the minimum of 80 with a range

19   of 80 to 85.5.

20        One of the components, as you know, of the

21   Affordable Care Act was the patient-centered

22   Outcomes Research Institute.  One of the core
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 1   issues is just runaway costs and trying to have

 2   a component of the ACA that thinks about that,

 3   that researches that, and a lot of the carriers

 4   are doing some things along those lines that we

 5   wanted to be aware of, wanted to advocate.  I

 6   know Kaiser has a diabetes program, a

 7   behavioral health program that's five-star

 8   rated by CMS.  CareFirst has a nationally

 9   lauded patient-centered medical home.  United

10   has a motion program for exercise and wellness.

11   Aetna has an incentive program for their

12   providers.  So all these -- this is a slide in

13   progress, but trying to look over time to see

14   what's the uptake.  Are insureds taking

15   advantage of these things, and if so how much

16   and what's the pace.

17        So a rough estimate here of anyone

18   involved in some of the programs I just

19   mentioned, a prevention program, or chronic

20   care, a care plan where the doctor tells you

21   here's what you should do to stay healthy,

22   here's what you should do to get healthy, 1.9
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 1   percent in '15, 2.3 in '16, 2.7 in '17.  So I

 2   was hoping it would be a bigger number, but at

 3   least it's on the upswing, and something that

 4   we again believe is a key component to making

 5   things better.  And although these percentages

 6   are small on the surface relatively speaking,

 7   it's a very small number of claimants that can

 8   generate a lot of the claims dollars, as you

 9   know.  I believe 3 percent generate 50 percent

10   of the claims costs, but still we'd like to

11   help the carriers raise those numbers.

12        A couple of -- to be circumspect in what

13   we're looking at for ACA, we've seen the

14   individual non-medigap market but we wanted to

15   see kind of holistically how have other markets

16   been affected, and trying to be factual, see,

17   interpret those facts, and this is one area

18   where it led us.  If you look at what's

19   happened to the group markets, small and large,

20   since the ACA, there's a couple of charts here

21   to the right.  One is how many were offering

22   health insurance before ACA and today, and one
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 1   thing that caught our attention is just looking

 2   at the first chart it shows pre-AC as 2010,

 3   47.2 percent of small employers were offering

 4   health insurance to his or her employees,

 5   that's come down to 32.9, so that's a

 6   14 percent drop.  We had -- it was more marked

 7   for the under 10 of the real small groups, and

 8   I know they're having their struggles too

 9   paying the premiums.  The average small group

10   in Maryland I believe is seven contracts, about

11   11 members, so there's -- we've seen some data

12   from the carriers of a migration out of the

13   small group market to individual.  It would

14   stand to reason that the draw of the premium

15   tax credits, cost sharing reductions, and some

16   evidence is still being explored that believing

17   some of the less healthy have gone to the

18   individual market and trying to see what those

19   tangential effects are.

20        Another little bit harder to measure, but

21   one that we've started to try to look at, is

22   down at the bottom chart.  You'll get small
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 1   group premium increases for the 15 years before

 2   ACA and for large group, and in the two years

 3   since, after ACA there's been an improvement,

 4   and this one just look down for small group

 5   average increase after benefit buy-downs from

 6   5.6 percent to 3, so a 3-point drop in small

 7   group.  Large group was 6.4 to 2.3, a 4.2

 8   percent drop, and then you have as a little bit

 9   of a reference Consumer Price Index.

10        So as of late small group overall

11   increases in Maryland, according to the Medical

12   Expenditure Panel, could be dropping below CPI,

13   they've been on a downward movement, that's

14   something we're trying to understand and just

15   figure into our thinking.

16        Last couple of thoughts.  As you know, the

17   Tax Cuts and Jobs Act was passed as of

18   December 22nd of '17.  For Maryland ACA

19   insurers the amount of federal income tax paid

20   on earnings, again on a composite basis, came

21   down by 11 points from 28 percent to 17 percent

22   starting in 2018.  So that affects the
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 1   contribution to reserve risk-based capital a

 2   bit and had a tangible impact on bottom lines,

 3   and that's part of our review.

 4        We've had some great feedback from the

 5   Maryland Hospital Association.  I know a lot

 6   about the HSCRC and the actions that they've

 7   taken, I want to speak to that for a minute,

 8   that we did note that the report that recently

 9   came out with a projection of increasing costs

10   for fiscal year '19 is 1.37 percent versus 2.77

11   percent last year, so 140 basis points down, on

12   the second bullet point, and while -- there's

13   lots of reasons that the trend won't be exactly

14   1.37 percent, some of them are listed here.

15   Which hospitals are being used affects the

16   trend, mix of services being performed affects

17   the trend, if you're having more cardiac

18   surgeries, for example out-of-area utilization,

19   but I don't want it to get lost that the fact

20   that that's a projected is a factor is viewing

21   the trend and the direction of where the trend

22   is moving and is something that we're looking
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 1   through and engaging the insurers about.

 2        So my comment about the waiver.  The

 3   estimated rate impact is minus 30 percent.  It

 4   will vary by legal entity.  For example,

 5   there's some entities that have a lot

 6   proportionately sicker people, they'll have

 7   more claims over $20,000, but overall

 8   30 percent, and that's what we're waiting and

 9   trying to give CMS everything they need, and

10   working with the exchange giving them what they

11   need, to come back with more information on

12   that.

13        So a couple other -- on bullet No. 4, when

14   we were in Annapolis one of the good pieces of

15   information that came out that we were asked to

16   summarize is how does this affect a typical

17   Maryland family, and this being the rates, the

18   2018 rates in the individual market, and for --

19   we tried to pick a family that wasn't quite at

20   the average income, was not getting any

21   subsidy, what does this mean to them in

22   premiums, and for such a family of four making
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 1   $100,000 the estimate is that -- there's a

 2   range on this, but just premiums are $19,000.

 3   That's 28 percent of after-tax income, and then

 4   if that family is sick and they hit their

 5   out-of-pocket max, they pay their deductible,

 6   it will be $34,000.  Premium plus their portion

 7   of the insurance cost would be 50 percent of

 8   their after-tax income.

 9        In reading the public comments, one of the

10   requests was don't express these increases in

11   terms of percentages, express them in terms of

12   dollars.  I understand their point that it --

13   that I think makes it a little more tangible

14   and this is one way to do that, to put myself

15   in the shoes of the people who are paying this.

16   And some people -- some of the public comments

17   there are avoiding preventative -- it said

18   avoiding preventative care, dropping insurance

19   are things that we want to deter, getting a

20   second job.

21        So on the waiver I think we're already up

22   to our first milestone of the submission being
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 1   deemed complete.  That happened on July 5th and

 2   I'll walk you through the timeline there.  The

 3   federal comment period ends on Saturday, so

 4   we're keep tracking every little bit of

 5   progress.  We have asked HHS for a decision on

 6   the waiver by August 22nd.  I think that's

 7   asking a lot of them, but I know that they're

 8   trying, that it may be a little later than

 9   that.  I know the Commissioner mentioned a

10   second rate hearing about that decision to

11   focus on that for September 17th, and we're

12   aiming to have rates approved by September 19th

13   and open enrollment 11/1.

14        Thank you for going through all that.  I

15   look forward to having the insurers, and I

16   appreciate again them coming in and answering

17   all of our questions.  There's been a slight

18   change in the schedule per a request of one of

19   the carriers.  So, CareFirst, is it okay if you

20   come up next?

21        MR. BERRY:  Sure.

22        MR. SWITZER:  Appreciate it, so the floor
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 1   is yours.

 2        MR. BERRY:  Great, thank you.

 3        MR. REDMER:  Excuse me, Todd, Bryson's

 4   (phonetic) got a question.

 5        AUDIENCE MEMBER:  Quick question by Bryson

 6   Hopper (phonetic).

 7        MR. SWITZER:  Yes, hi.

 8        AUDIENCE MEMBER:  The statistic you gave

 9   earlier about the decline in participation in

10   the small group market by employers from, I

11   think, 47 percent to 32 percent, would that

12   capture any migration to the self-funded

13   market?

14        MR. SWITZER:  I'm still trying to parse

15   that out.  It was intended to, but I haven't

16   quantified it yet.  But I'll be happy to off

17   line and show you how much we have parsed out.

18        AUDIENCE MEMBER:  Thank you.

19        MR. REDMER:  Yes?

20        AUDIENCE MEMBER:  On a similar note, do

21   you have any data on migration back for 2018

22   yet?
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 1        MR. SWITZER:  I don't, but I'd be happy to

 2   explore it if you'll just find me after.

 3        Anything else?  Okay.

 4        MR. BERRY:  Good afternoon.  My name is

 5   Pete Berry, I am Chief Actuary for CareFirst.

 6   I don't have any slides I'm going to be

 7   showing, but I'll be referring to some notes

 8   here as I walk through my presentation.

 9        So as Todd mentioned, all the carriers

10   submitted rate filings for ACA on May 1st.

11   Like past years, since that time we have

12   received what's called objections from the MIA.

13   Those are really just questions, they're called

14   objections, but, and we continue to work with

15   them.  Since May 1st to date we've received

16   over 45 objection letters containing over 200

17   questions for our individual and small group

18   rate filings, and this is pretty typical.

19        Every year there's quite a thorough review

20   by MIA, and starting last year they had an

21   external consultant also participate last year

22   who is Oliver Wyman.  It's our understanding
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 1   that this year it will be Lewis & Ellis will be

 2   the external consulting reviewing the

 3   individual filings and some components of the

 4   small group filings, and that review has yet to

 5   begin.  So the 200 I'm referring to are just

 6   from MIA.

 7        We'll continue to work with MIA and Lewis

 8   & Ellis working through this process, as we

 9   always do.  It's through a system called SERFF,

10   and so that will be the technical review.  What

11   I wanted to do today was walk through each of

12   the filings and talk about some of the major

13   drivers, some of the categories that Todd

14   included in his presentation, and I'll be

15   addressing mostly individual but also some

16   small group, but most of my time, for obvious

17   reasons, will be spent on individual.

18        So just to summarize where we are with

19   individual, as Todd mentioned there's been

20   substantial losses in the individual market

21   since the ACA began.  I know we've, in hearings

22   in the past we've put up some numbers, and
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 1   those losses continue.  Last year our approved

 2   rate increases, and I'm giving the approvals

 3   before what I'll call CSR adjustment, it's a

 4   little more straightforward, is we had a

 5   36 percent increase approved for HMO and a

 6   49 percent increase for PPO, and those were

 7   both lower than we filed, and PPO was

 8   substantially lower than we filed.

 9        So as we move through 2018, while it's too

10   early to really see definitively how the

11   performance, financial performance is going to

12   be, it does look like HMO is in better shape

13   than it ever has been in the past, but PPO is

14   still woefully inadequate, unfortunately.  The

15   proposed rate increases that we have in 2019

16   that CareFirst has submitted, as Todd showed,

17   are 18.5 percent for HMO and 91.4 percent for

18   PPO, and those increases, as he also mentioned,

19   don't reflect any of the impact of an approval

20   for 1332 Waiver that would introduce a

21   reinsurance program.  So these, all these

22   numbers are before that, which I think is very
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 1   important.

 2        CareFirst is very supportive of the waiver

 3   process.  We've been involved pretty deeply in

 4   working with MIA sharing data.  We believe it's

 5   an important step in attaining a stable

 6   individual market.  I can tell you that my

 7   team, a year and a half ago we started at

 8   CareFirst modeling what it would look like to

 9   the individual market if we were able to have a

10   reinsurance system here.  So we've been

11   thinking about it for a long time, and we are

12   very encouraged by the progress that has been

13   made and all the great work that the exchange

14   and the MIA has done in moving this forward.

15   It is a very -- for those of you who don't

16   know, it's a very complicated process with a

17   very short timeframe, and we're very excited

18   that they've met all these deadlines and CMS is

19   now on the verge of being able to review that.

20        One thing I can say is that if the 1332

21   Waiver is approved that the increases I

22   mentioned, the 18.5 and 91.4, will be
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 1   substantially lower, and that is very, very

 2   good news.

 3        So I want to start by talking about

 4   individual PPO, that's the 91.4 percent

 5   increase, and that, that sounds so high to me

 6   too, and so one question is how could it

 7   possibly be necessary to have a 91.4 percent

 8   increase.  Well, I want to give a little bit of

 9   context.

10        Right now as of June we have about 13,000

11   members in that product.  A year and a half ago

12   it was twice that many.  Two and a half years

13   ago there were four times that many.  So we

14   have a lot of people leaving this product

15   because the rates are so high.  And as Todd

16   mentioned, you can have 3 percent of those

17   members account for 50 percent of the cost,

18   that's pretty typical in health insurance.  So

19   you can have a lot of people leave and still

20   have most of the cost left over.  That's called

21   anti-selection, and this is in a selection

22   spiral, this product.  In fact, the last two
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 1   years as we've filed it, we have to have an

 2   actuary certify to this rate filing, it has

 3   been a qualified certification because we've

 4   said this product is in a selection spiral,

 5   which basically means no increase is going to

 6   be adequate.

 7        Let me give you an example.  Every year we

 8   get new people coming in.  Believe it or not,

 9   new people are still buying this product.

10   We've looked at the past and said, okay, how

11   sick are these new people compared to who we

12   currently have in there, and the data says

13   they're twice as sick, twice as sick as the

14   people already there.  When we priced this for

15   2019 we didn't assume they were twice as sick,

16   we only assumed -- we assumed half of that,

17   because if we assumed it was twice as sick that

18   91.4 would have been even higher, and at some

19   point we have to make a decision as to how much

20   are we going to drive this knowing that no rate

21   increase will be adequate.  So these are the

22   struggles we have, and it's one of the reasons
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 1   why we're so excited about the 1332 Waiver and

 2   the opportunity to introduce reinsurance to try

 3   to stabilize this market.

 4        To give you another number, when we set

 5   these rates we looked at a base period.  So

 6   this year it was 2017, last year it was 2016,

 7   and we project out two years.  So last year it

 8   was 2016 to 2018, this year it's 2017 to 2019.

 9   The change in the per-member cost from '16 to

10   '17, this is actual data, it went up

11   50 percent, 50 percent.  So if we got a

12   49 percent increase last year, half of that,

13   basically all of that is taken out just in the

14   one year moving.  It's a little bit more

15   complicated than that, but that's directionally

16   true.

17        So we're sitting there -- and I'll give

18   you the number.  In 2016 the PMPM, per member

19   per month, cost for the PPO was $658.93, a year

20   later it was $947.  Now, that's the, that's the

21   time when I mentioned to you that we lost all

22   that membership.  So like I said, two and a
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 1   half years ago we had four times as many

 2   members as we have now.  That goes right into

 3   these rate increases.

 4        So when you start thinking about how can

 5   you have a 91 percent rate increase, when you

 6   have the cost going up 50 percent per year all

 7   of a sudden you can see how you can have such a

 8   large rate increase, and that's some of the

 9   things we're struggling with, and those are the

10   main drivers.  It's really how the experience

11   is emerging and how we think it's going to go

12   going forward.  So for 2018 we can see who we

13   kept and who we lost, and the people we kept

14   were 35 percent sicker than the average person

15   the year before, so that gets added on.  So

16   very quickly you get to a very high increase.

17        Some of the other factors there, there's

18   demographics.  These people are getting older,

19   and while there's some adjustment for that in

20   the back end it doesn't really take into

21   account.  So really the main drivers are the

22   base period going up, the continued
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 1   deterioration of the people we kept and some of

 2   this population getting older, and that's

 3   really what's driving that 91.  There's some

 4   other issues like trend and ebb and all those

 5   things, but once you start talking about 91

 6   percent increase all those things are little

 7   details and what I talked about is really

 8   what's driving it.

 9        So let me move on to HMO.  This is a much

10   better story.  It's a much bigger population

11   and it is more stable than PPO, and that is

12   good news.  However, it is susceptible to the

13   forces of anti-selection and so we are

14   concerned.  This increase is 18.5 percent.

15   That is the -- I believe, someone will check me

16   on this I'm sure, but I believe that is the

17   lowest increase that CareFirst has ever

18   requested in the ACA since filing requested

19   rate increases in 2015.  What that says is last

20   year when we got our 36 percent increase that

21   was in the range of what we thought we would

22   need, and, like I said, it's too early to tell
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 1   for 2018 but it does look like the performance

 2   is better than it's been.  Maybe not positive,

 3   but a lot less negative than it used to be.

 4   That's very good news and that leads to the

 5   18.5 percent increase, which includes some

 6   morbidity deterioration, people get sicker, but

 7   it gives us something to work with.  The new

 8   people joining, they are still sicker than the

 9   ones we currently have and we have to price

10   that in.

11        Once the 1332 Waiver is approved, and I

12   say when hopefully and not if, there is a

13   possibility, we have to get all the details but

14   there is a possibility that rates could

15   actually drop in 2019 from the 2018 level.  If

16   that happened that would go a long way in

17   moving towards stabilizing this market.  It's

18   not the end of the war, but it's a good first

19   step, and we would be very excited to see that.

20        To give you a similar number, I mentioned

21   that the increase in 16-17 for PPO went up

22   almost 50 percent, that went up 15 percent for

�

0036

 1   HMO.  Still higher than what we would like to

 2   see and that it's driven by the anti-selection,

 3   but certainly much more manageable.  So that

 4   was really what I wanted to focus on with

 5   individual.  It's really all about how sick

 6   these people are, morbidity.

 7        There's certain things with risk

 8   adjustment, as Todd mentioned.  The way risk

 9   adjustment works is they didn't want people --

10   anyone who's been around for a while might

11   remember the old golden rule in New York.  They

12   used to -- when HMOs were first introduced they

13   would peel off all the young and healthies and

14   make a million dollars.  They didn't want

15   people doing that, selecting all the healthy

16   risk, and so what they said was if you have a

17   healthier population than another carrier we're

18   going to use a formula so that you pay them

19   some money so that when you're selling these

20   you're not trying to target the young and

21   healthies.  That's what risk adjustment is

22   about.
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 1        It is a forecast, two years, so there's a

 2   lot of variability and we're working with MIA

 3   to come to a reasonable number, and that

 4   certainly is impacting some of this.  You can

 5   imagine the PPO being so sick receives a lot of

 6   risk adjustment, and it does, and that can vary

 7   a lot, so that's certainly one of the factors

 8   we're looking at.

 9        Trend is another one.  Trend is the

10   measure of how much we think the cost per

11   service and utilization of those services is

12   going to increase over time separate from how

13   sick the population is, and that's certainly

14   something we're looking at and something I'm

15   going to talk about when I get to small group

16   now.

17        Moving to small group, it is much, much

18   more stable.  The proposed increases that

19   CareFirst has put in for 2019 are 4.7 percent

20   for HMO and 3.5 percent for PPO, so those are

21   low, single-digit increases.  As I mentioned

22   trend is a very important factor here, and its
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 1   something that Lewis & Ellis, one of the

 2   factors that Lewis & Ellis will be reviewing.

 3   From our perspective we consider it an

 4   important factor for the following reasons.  As

 5   Todd mentioned, most of the groups renew in the

 6   fourth quarter, and that has to do with

 7   something that happened way back in 2015 that

 8   caused early renewals.  So what that means is

 9   when those groups renew in the fourth quarter

10   of 2019 they're going to get an annual contract

11   which locks in their rates well into 2020 in

12   the third quarter.  So when we're working on

13   rates right now we're locking in a lot of

14   revenue all the way through the end of 2020,

15   and trend is one of the numbers we're going to

16   want to really look at.  If our trends are too

17   low we've just locked in revenue for way in the

18   future and there's nothing we can do.

19        Now, what if they're too high?  Well, ACA

20   has a mechanism in place for that, it's called

21   MLR rebates, and Todd alluded to it a little

22   bit with regard to an 80 percent loss ratio,
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 1   which is claims over premium.  If a carrier has

 2   basically prices too high and they make too

 3   much money, we got to give it back.  So there's

 4   an upside, you know, if you make too much you

 5   got to give back; no down side, if you don't

 6   have enough, you don't get someone giving you

 7   any money.  So that's one of the things we have

 8   to consider, especially as we're locking in

 9   rates so far into the future.  We want to make

10   sure these rates are adequate, but not

11   excessive.  And as I said, we understand Lewis

12   & Ellis will be looking at some of our small

13   group assumptions, including trend, and we look

14   forward to working with them on that.

15        So that ends my portion.

16        MR. SWITZER:  So as you know, Standard &

17   Poors talking about stability in the individual

18   market, it's a little bit of a while ago, April

19   of '17, but they summarize, said:  Publicly

20   available data for BlueCross & BlueShield

21   insurers we expect a five-year path to

22   stability.  2018 would be year five and we
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 1   are -- the last part of their quote is:  We're

 2   seeing the first signs in 2016 that this market

 3   could be manageable for most health insurers.

 4   So my question is you alluded to it in the fact

 5   that the 18.5 is the lowest in the lineup, and

 6   that was great, is it your opinion that there's

 7   cautious optimism that leaving the PPO aside,

 8   which is, I think, a distinctly different case,

 9   there could be some movement toward stability

10   or any feedback along some -- I know there's

11   lots of opinions about whether the market is

12   stabilizing or not, this is one that is in this

13   camp.  Any feedback or thoughts about that

14   possibility, please?

15        MR. BERRY:  Yeah, so let me give you my

16   opinion, and again this is just my opinion, not

17   necessarily CareFirst's opinion, as I think

18   about this and read about it.  I think it's

19   possible.  I think that there's some unique

20   things to Maryland that may have put us on,

21   outside of the scope of what they're talking

22   about, and let me give you an example.  Florida
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 1   Blue down in Florida, they made money in the

 2   ACA every year, and the reason why it started

 3   with what's called a narrow network.  So they

 4   basically came in and said, okay, we're going

 5   to cut out a bunch of hospitals, we're going to

 6   have a lot fewer doctors, we're going to

 7   negotiate better deals with those doctors, and

 8   that's how we're going to build our ACA

 9   products.  So when it came out in the first

10   year their rates were a lot lower than they

11   otherwise would have been, okay, because they

12   made all those deals with the narrow network,

13   which meant they didn't lose as many healthy

14   people.  They did that the first year and

15   they've been able to maintain that.

16        If you look at the states that have had

17   success, it's the states that started off with

18   narrow networks.  It's also the states that

19   have a very high proportion of what's called

20   subsidized members on the exchange.  They get,

21   you know, their premium subsidies which

22   immunes, helps you have immunity from rate
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 1   increases.  My recollection, and again, you

 2   know, everyone can test this, my recollection

 3   is that Maryland has a pretty high percent of

 4   off-exchange members, which means they are not

 5   immune from these rate increases and tend to

 6   drop put.

 7        So that's why I think that article that

 8   Todd was referencing, I think that's right for

 9   a lot of the states, like Florida and others,

10   and maybe at the time that article applied a

11   little less to Maryland.  Having said that,

12   setting aside PPO, the fact that we were able

13   to file an 18.5 percent increase for BlueChoice

14   does give me hope, because that's in the

15   ballpark.  If we can get the 1332 approved and

16   we can actually bring those rates down some,

17   then I think we're starting to talk about a

18   positive future.

19        Thank you.

20        MR. SWITZER:  Next we have Mr. Murayi from

21   Aetna, please.

22        MR. MURAYI:  Hello.  Good afternoon, my
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 1   name is Regis Murayi, I am here from Aetna, and

 2   I am here to talk about our filings.  We have

 3   two entities for Aetna, and they are both in

 4   the small group market, so no individual.

 5   Everything I talk about today will be for small

 6   group.

 7        For our HMO entity, our average rate

 8   increase is 10 percent, for our or PPO our

 9   average rate increase is 9 percent.  We filed

10   three plans for both entities, offered both on

11   and off exchange.  So I'll note that these rate

12   increases are average rate increases.  The

13   exact change will depend on what benefit plan

14   an individual chooses, the members that

15   contract, the members' group contract, the age

16   and family size for the enrolling employees,

17   and employer contributions.  So what I stated

18   there earlier is a range, and it will vary.

19        In developing these rates we take our

20   historical claims experience from 2017 and

21   project that forward to 2019.  So for

22   simplicity, as I pointed out earlier, we have
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 1   10 percent for HMO, 9 percent for PPO.  Going

 2   forward, let's assume an average of 9 percent.

 3        For these rate increases, there are five

 4   main drivers that drive this rate increase.

 5   First, medical costs go up; second, plan design

 6   changes; third, our estimate of the average

 7   morbidity in the ACA market; fourth, changes in

 8   fees; and then fifth, call it a catch-all

 9   bucket that includes a number of small items

10   that don't impact the rates as much.  I'll go

11   into details of those five drivers now.

12        So first, medical costs go up.  We expect

13   total medical costs to go up from '17, what our

14   experience was, to 2019.  Medical costs go up

15   for a number of reasons, but for two main

16   reasons:  First, providers raise their prices,

17   and, second, members get more medical care.

18   For small employers in Maryland, some examples

19   of increasing medical costs we've experienced

20   in the last 12 months include the cost of

21   prescription drugs going up, also includes the

22   use of physician services in Maryland.
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 1        Second, another impact to our rates is for

 2   plan design changes.  So changes to cost

 3   sharing for some plans from our 2018 offering

 4   to 2019 were made to comply with actuarial

 5   value requirements, and/or to make the plans

 6   more attractive to consumers.  So those plan

 7   design changes have an impact on the rates that

 8   we file.

 9        Third, I said the estimate of the average

10   morbidity.  So our estimate of the average

11   population health, so the average morbidity, in

12   the ACA risk pool, as well as our estimate for

13   risk adjustment transfers, have impacts on the

14   rates.  We expect that the average morbidity in

15   the small group market will increase from 2018

16   to 2019.

17        Fourth, changes in fees have an impact on

18   our rates, so we have a slight decrease to our

19   rates due to changes in fees.  So the Federal

20   Health Insurer Fee was eliminated and so that

21   has a downward impact, offset somewhat by the

22   Maryland Specific Health Insurer Provider Fee
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 1   Assessment.  In combination that still leads to

 2   a decrease in our rates.

 3        Finally, I said the catch-all bucket.  We

 4   have a bucket for impacts to rates that mainly

 5   includes our experience differing from what we

 6   had initially priced in 2018.

 7        So with that, we also wanted to use this

 8   opportunity to update you on what Aetna is

 9   doing to keep premiums affordable.  We are

10   taking a number of steps to keep our products

11   as affordable as possible and to address the

12   underlying cost of healthcare.  Among these

13   include we are developing new agreements with

14   healthcare providers that base provider

15   compensation on the quality of care that's

16   delivered, rather than the quantity of

17   services.  Second, we're creating medical

18   management programs that address potential

19   health issues for members earlier and improving

20   their health outcomes.  Third, we're working to

21   reduce the ability of out-of-network providers

22   to collect unreasonably excessive payments for
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 1   services they provide.

 2        Aetna is dedicated to increasing

 3   transparency within the healthcare system and

 4   helping members best utilize the plans that

 5   they have.  Members can access Aetna Navigator,

 6   which is a secure member site, website, which

 7   allows them to research their specific plan

 8   benefits, healthcare providers in a given area,

 9   and in some locations the actual cost of the

10   healthcare services that they're going to

11   obtain.

12        With that, I just want to thank you for

13   the opportunity to be transparent in our rate

14   development.

15        MR. SWITZER:  Thank you very much.

16        MR. REDMER:  I've got a couple.  First,

17   for anybody on the phone, if you could refrain

18   from putting us on hold we would appreciate

19   that.

20        Two things:  You mentioned at some point

21   in your presentation you were projecting

22   increased physician usage, I think was the term
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 1   you used, and you also mentioned increased

 2   morbidity.  I'm curious why you believe that

 3   the morbidity is going to increase and by how

 4   much, and then secondly if you can elaborate on

 5   the increased usage of physicians.

 6        MR. MURAYI:  Yes, I'll take your first

 7   question.  I would say we're -- we see an

 8   increase in physician utilization, so generally

 9   as we look year over the year the amount of

10   medical care that actually occurs we have seen

11   physician utilization increase.  We expect that

12   to continue in the future.

13        Second, your second question was about the

14   average morbidity.  So for the small group

15   market we are expecting a slight increase in

16   the average morbidity of the small group ACA

17   risk pool, and that has -- because of that that

18   has an impact on our rates as we relate to the

19   average.  The magnitude is in the low single

20   digits.

21        MR. REDMER:  But what is it that you're

22   seeing that causes you to believe that the
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 1   morbidity's actually going to increase?

 2        MR. MURAYI:  Our analysis is based off of

 3   historical evidence, or historical experience

 4   and then we project that forward.  You know,

 5   it's our opinion as we look at the, just the

 6   average composition of the market that leads to

 7   an average increase in small group morbidity.

 8        MR. REDMER:  Thank you.

 9        MR. SWITZER:  So I noticed that enrollment

10   dropped from last year to this year by about

11   33 percent.  I know that the brand recognition

12   for Aetna is very good, and my question is with

13   that enrollment pattern declining and the rates

14   being relatively higher than others in the

15   market is there a strategy, or maybe that's not

16   the right word, but to grow, or are you

17   expecting to still shrink in enrollment in

18   Maryland?  Or if there's any thoughts you can

19   share about the presence in Maryland and the

20   direction you're going and want to go, that

21   would be appreciated.

22        MR. MURAYI:  Yeah, unfortunately I can't
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 1   speak about the overall strategy in the market.

 2   I will say that for our premium rate

 3   development we, you know, we look at the costs,

 4   the underlying costs that we are incurring, and

 5   we project it forward for a rate that we

 6   believe to be reasonable in the marketplace.

 7        The strategic question is outside of my

 8   realm of responsibility.

 9        MR. SWITZER:  Sure, thanks.

10        Last question from me.  I notice that the

11   broker costs are relatively small, $3 per

12   member per month.  Are the brokers not relied

13   heavily upon for this market in Maryland?

14        MR. MURAYI:  We set broker compensation

15   amounts every year, and, you know, as you noted

16   they're relatively lower.  So, you know, that's

17   just the compensation structure that we've set

18   out with those brokers.

19        MR. SWITZER:  Okay.  Thank you.

20        MR. REDMER:  On the left.

21        AUDIENCE MEMBER:  Is the morbidity rate

22   projected for ACA in any way affected by
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 1   Aetna's transition towards the self-funded

 2   model for small group?

 3        MR. MURAYI:  Let me make sure I heard the

 4   question correctly.  You said is it affected in

 5   any way by a transition to a small group

 6   market?

 7        AUDIENCE MEMBER:  Towards the self-funded

 8   model.

 9        MR. MURAYI:  To the self-funded models?

10   So we look at the average of the current

11   composition of the ACA risk pool and we

12   consider things, you know, risks going forward

13   that may change the composition of the market.

14   So, you know, first we look at the average

15   morbidity in that pool, but also things that,

16   you know, things that may change, new things on

17   the landscape that will change the definition

18   of that marketplace.

19        So, yes, we consider all those pieces in

20   the projection of our morbidity.  To parse that

21   out, we generally look at it in the aggregate

22   and make a projection forward for overall how
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 1   we think that will affect the market dynamics.

 2        MR. SWITZER:  Morbidity is one of the key

 3   assumptions we're kind of in the middle of our

 4   deliberation with Aetna on, so that's one of

 5   the factors, that's one of the key ones that

 6   we're asking for more information and working

 7   toward assent.

 8        Is there another question?  Go ahead.

 9        AUDIENCE MEMBER:  (Inaudible.)

10        MS. GRASON:  Speak up a little bit.

11        MR. SWITZER:  I'm sorry, would you please

12   speak up a little.

13        MS. GRASON:  Stand and speak.

14        AUDIENCE MEMBER:  Since we're talking

15   about --

16        MR. SWITZER:  I'm sorry, would you please

17   stand up and speak a little louder for the

18   Court Reporter and everybody.  I'd like to

19   hear.

20        AUDIENCE MEMBER:  Since you're talking

21   about the prescriptions, is it appropriate to

22   ask a pharmacy question?
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 1        MR. SWITZER:  Sure.

 2        MR. REDMER:  Related to the ACA, sure.

 3        AUDIENCE MEMBER:  (Inaudible.)

 4        MR. REDMER:  Can you repeat that?

 5        MR. MURAYI:  Yeah, and correct me if I get

 6   this wrong.  Your question was for our plans,

 7   what are the preferred pharmacies that we offer

 8   as part of our medical benefit?

 9        AUDIENCE MEMBER:  Yes.

10        MR. MURAYI:  Unfortunately I don't have

11   that answer right now, but we can follow up

12   with you afterwards if you would like.

13        MR. SWITZER:  Thanks again.

14        MR. MURAYI:  All right.  Thank you.

15        MR. SWITZER:  I know that Kaiser is

16   calling in from Portland, Oregon, and I had a

17   request, I want to accommodate that.  So

18   Kaiser, if they can go next, if that's all

19   right with United.  I'll do the slides.

20   Mr. Liebert, whenever you're ready.

21        MR. LIEBERT:  All right, thank you.  Thank

22   you for your patience and thank you for letting
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 1   me participate.  My name is Dave Liebert and

 2   I'm an actuary with Kaiser Foundation Health

 3   Plans here in Portland, and I've worked on the

 4   Maryland individual rate filings for three or

 5   four years now and so I'm going to present on

 6   both the individual and the small group rate

 7   filings.  Unfortunately Rob Picker, the actuary

 8   on the small groups filing, could not be here

 9   today, but I'm going to present on his behalf.

10        So on the first slide, or actually I guess

11   it's the second slide, on the components of the

12   rate change for the small group ACA filing, you

13   can see that we are -- we have filed a

14   3 percent rate change, actually a 3.3 percent

15   rate change, and this is on a -- we have

16   approximately 9,000 members in the market as of

17   February 2018, which is about a 3 percent

18   market share, and we have 44 plans covering all

19   the metal tiers from Bronze, Silver, Gold and

20   Platinum, and they are all HMO plans, and we

21   have seen a slight decrease over the years in

22   our experience.
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 1        So as you can see from our slide, the

 2   projected claims expenses are actually a little

 3   lower than they have been in the past, and this

 4   is leading to a slight reduction effect in our

 5   rates.  But to counter that we are projecting a

 6   higher risk adjustment transfer out, and so the

 7   balance of that is a 3.3 percent rate change.

 8        Additionally, there's the new Maryland

 9   state assessment for 2019, which is about a 2.4

10   percent increase, countered by the moratorium

11   on the Health Insurance Provider Fee, which is

12   a 1 percent decrease for us.  So as I said,

13   overall we're at about a 3.3 percent rate

14   increase.

15        So any questions on our small group rate

16   filing?  I didn't prepare much because there's

17   not -- we're a pretty small piece of the market

18   and it's a pretty small rate change request at

19   the moment.

20        MR. REDMER:  We're good.

21        MR. LIEBERT:  All right.  So then moving

22   on to the individual market on slide 3, what we

�

0056

 1   see here is a graph that shows that we are, for

 2   the on-exchange market we're about 40

 3   percent -- I'm sorry, 46 percent of the

 4   on-exchange market in Maryland, about

 5   35 percent overall, and this is as of early

 6   2018.  2017 we were overall about 28 percent of

 7   the total market, so we have grown

 8   substantially even just from 2017 to 2018, and

 9   the growth has been pretty substantial since

10   the beginning of the ACA, and one of the

11   problems with that is that it does affect our

12   ability to project the morbidity of our

13   membership.  By the time we file the rates, for

14   example in this case by the time we file the

15   rates for 2019 we really don't know what our

16   2018 membership looks like and we know that

17   it's different than our 2017 membership, and so

18   we're projecting through a year that has pretty

19   substantial changes.  So, you know, we do the

20   best we can with that, but it does present

21   some, just some instability in the actual rate

22   projections.
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 1        But for 2018 we have approximately 74,000

 2   members as of February 2018, which again as I

 3   mentioned is about 35 percent of the overall

 4   market share.  We have 13 HMO plans covering

 5   all the tiers, Catastrophic, Bronze, Silver,

 6   Gold and Platinum, and our original filing was

 7   for 37.5 percent, and through some of the

 8   objections and some updates to the risk

 9   adjustment projections right now the rate

10   increase request is at 34.75 percent.

11        So moving on to -- this is actually

12   Exhibit 4, or Slide 4 shows our, actually shows

13   our original rate increase of 37 percent

14   compared to the CareFirst rate increase

15   request, which, as Pete Berry mentioned

16   earlier, are 91 percent and 18 percent for an

17   overall average on the market of 30 percent.

18   And again, our revised rate increase right now

19   is lower than shown here.

20        Then if we go on to Slide 5, this shows

21   the components of the rate change.  So unlike

22   the small group market, we are seeing fairly
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 1   substantial increases in our claims expenses,

 2   and we can attribute this to a variety of

 3   things.  A major thing that we know is playing

 4   out in this market is just the effect, we

 5   assume it's the effect of the, partially the

 6   effect of the individual mandate going away,

 7   but it's also just the increase, the main

 8   increases over the last couple of years are

 9   driving people out of the market and this is

10   causing the healthy people to leave, and to the

11   overall we've seen the market size drop fairly

12   substantially over the last couple of years.

13   Here I show that it's a 13 percent reduction

14   from, in the market as a whole from 2017 to

15   2018.  And it sounds like we have the hold

16   music back in play so I apologize, that's not

17   my music.

18        MR. REDMER:  Poor music, to say the least.

19        MR. LIEBERT:  So the components of -- I'm

20   sorry, can you hear me, because I --

21        MR. REDMER:  We can, we can, or at least I

22   can.
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 1        MR. LIEBERT:  Okay.  The hold music is

 2   getting very loud for me.  I'm sorry, this is

 3   very distracting.

 4        The components of our rate change, as I

 5   said we're estimating a 14 percent increase due

 6   to the increased claims expenses, and that's a

 7   big part due to the reduction in the market and

 8   the departure of healthy members, and

 9   additionally we're projecting about 20 percent

10   of our rate increase is due to risk adjustment

11   transfer increases.  For 2017 we had about $115

12   per member per month that we paid into the

13   market for risk adjustment, and due primarily

14   to the increases in the premiums and the

15   effects that they have on the formula we are

16   projecting that the 2019 risk adjustment will

17   be $199 per member per month, which as shown

18   here has about a 20 percent impact on our

19   rates.

20        And then we also have an impact, a slight

21   impact from fees, such as the Maryland state

22   assessment, the new Maryland state assessment,
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 1   and then the moratorium on the Health Insurance

 2   Provider Fee.

 3        And then moving on to Slide 6, we have an

 4   exhibit showing our relative rates of our

 5   cheapest plans in each of the metal tiers to

 6   the CareFirst HMO and CareFirst PPO plans, and

 7   as you can see here other than in the

 8   catastrophic tier those rate increases still

 9   maintain the Kaiser premiums as the lowest in

10   the market.

11        That is the end of my presentation.  I

12   don't know if there are any questions you may

13   have.

14        MR. REDMER:  David, thank you for

15   struggling through that.  I can assure you

16   we're going to launch an investigation to see

17   if somebody from CareFirst put you on hold.

18        Anybody have any questions for Dave?

19        MR. SWITZER:  Yeah, Mr. Liebert, thanks

20   again.  For the individual market you had

21   shared in Annapolis, and other places, that the

22   underwriting gain/loss in 2015 was negative
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 1   40 percent and negative 30, and then you

 2   projected --

 3        MR. LIEBERT:  I'm sorry, I'm hearing about

 4   every other word.

 5        MR. SWITZER:  So just back for a second to

 6   the theme of rate stability or the potential

 7   for it in the individual market.  We know that

 8   losses have been in the 40 to 30 percent in the

 9   past, '15 and '16.  I know in the fall either

10   projected a '17 underwriting loss of negative

11   13 percent of revenue and you have provided

12   that that's come in about minus 6.  Is there

13   any early indications that '18 is on the same

14   kind of path toward improvement, as much as you

15   can share directionally?  I know that the rate

16   increase with the CSRs defunded was about

17   43 percent.  So just trying to look to '18 to

18   see if that progression toward stability is

19   playing out at all in '18.

20        MR. LIEBERT:  So in 2018 the Kaiser rate

21   increase with the CSR changes was about 32.9

22   percent, and unfortunately that's not leading
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 1   to the profitability or the stability in this

 2   market for us because at the same time as a

 3   large rate increase we also are paying out more

 4   in risk adjustment than we had anticipated, and

 5   that is while our claims expenses are on track

 6   for where we thought they should be our

 7   non-claims expenses, which is in this case the

 8   risk adjustment, are much higher than were

 9   anticipated, than we originally anticipated

10   with the rate filing.

11        MR. SWITZER:  Okay.  Thanks.

12        And just on the small group market, you

13   mentioned the market share, I know you've taken

14   some steps to be competitive there.  It seems

15   like growth is part of the plan for the small

16   group market.  Would that be relatively

17   accurate, enrollment growth?

18        MR. LIEBERT:  Yes, it is, that is accurate

19   to state.

20        MR. SWITZER:  Thank you.

21        All right.  From there we'll go to

22   Mr. Morgan, please, from United.
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 1        MR. MORGAN:  Good afternoon.  My name is

 2   Ryan Morgan, I'm an Actuarial Director with

 3   UnitedHealthcare, and I'm here today to present

 4   our proposed Maryland small group rates for our

 5   four legal entities, which are UnitedHealthcare

 6   Insurance Company, UnitedHealthcare of the

 7   Mid-Atlantic, Optimum Choice and MAMSI Life and

 8   Health Insurance Company.

 9        Before we get into 2019 rates, please

10   allow me to briefly discuss our recent rate

11   history to provide some context.  Our Maryland

12   small group block has seen low rate increases,

13   and even some decreases in recent years.  For

14   2018 our file rate increase averaged just 0.2

15   percent across all four legal entities.  In

16   2017 rates reduced 2.6 percent, and rate

17   increases for this block were negative or in

18   low single digits in the years prior as well.

19        In 2019 across all of our legal entities

20   we are proposing a total of 84 plans; ten

21   Platinum, 36 Gold, 33 Silver, and five Bronze,

22   but half of these plans are available both on
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 1   and off exchange, and the other half are sold

 2   off exchange only.  For small group business in

 3   2019 we filed for a rate increase of

 4   13 percent, as was stated.  And please note

 5   rate changes vary by plan, and other things

 6   like census changes can influence those as

 7   well, so for any given group obviously it could

 8   be significantly higher or lower than that,

 9   just to give that caveat.

10        So the main drivers were base rate changes

11   and trend, which was approved in 2018 for

12   5 percent and was filed at 7.3 percent for

13   2019.  We didn't propose any changes to age or

14   area factors in any of these filings.

15        I guess the one other thing I wanted to

16   mention is Maryland's, the health insurance tax

17   that others mentioned as well has an impact on

18   rates.  So in some other states with the ACA

19   fee moratorium there was a decrease for that,

20   and so in Maryland this new tax almost exactly

21   offset the impact of that going away so there

22   was really no change in Maryland for that.
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 1        So that's really all I had prepared here.

 2   Hopefully that summary was helpful, and thank

 3   you for the opportunity to present today.  At

 4   this time I'd be happy to address any questions

 5   that you may have.

 6        MR. SWITZER:  Thank you very much.

 7        So I noticed that enrollment growth has

 8   been swift, so it was 33 percent, 38 percent

 9   enrollment growth, and a 13 percent increase,

10   as you mentioned, is about a flat increase for

11   2018.  Has there been concern about, or

12   anything you're seeing of who you're attracting

13   to want to slow down that growth, or is

14   something in the rate increase that would, that

15   you've seen from who you brought on that would

16   lead to the 13 percent, please?

17        MR. MORGAN:  I don't know specifically

18   what -- you're saying, I think, with just the

19   reality of our increase versus the others it's

20   likely the growth would slow at least --

21        MR. SWITZER:  Yes.

22        MR. MORGAN:  -- or it depends how other
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 1   carriers' filings are finalized.  But, yeah, I

 2   wouldn't expect the pace of growth we had to

 3   continue, but I still think we may continue to

 4   grow depending on where everyone lands.

 5        MR. SWITZER:  Sure.

 6        As related to the Tax Cuts and Jobs Act,

 7   has there been any quantification of how that's

 8   affected your RBC for '18, out of curiosity?

 9        MR. MORGAN:  I'm not -- I guess I'd have

10   to get back to you on that.  I'm not aware

11   offhand.

12        MR. SWITZER:  Sure.

13        MR. MORGAN:  I mean, you know, given the

14   size of United, and many of the other companies

15   as well, I don't think that would be a huge

16   concern, but I can certainly confirm that for

17   you.

18        MR. SWITZER:  That would be great.  For

19   Maryland specifically?

20        MR. MORGAN:  Yep.

21        MR. SWITZER:  Great.

22        MR. MORGAN:  Thank you.
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 1        MR. SWITZER:  Thank you.

 2        MR. REDMER:  All right.  That's it for the

 3   carriers, and let's see who has signed up to

 4   speak.  Russ Mirabile?

 5        MR. MIRABILE:  I'm going to waive that

 6   now.

 7        MR. REDMER:  You're going to waive, okay.

 8        MR. MIRABILE:  Thank you, though.

 9        MR. REDMER:  Sure.

10        I assume if it's the carrier folks they

11   are not interested, they've already spoken,

12   correct me if I'm wrong.  Beth Sammis, Consumer

13   Health First.

14        MS. SAMMIS:  Thank you for the opportunity

15   to offer a consumer voice to the rate review

16   process.  My name is Beth Sammis and I am the

17   President of Consumer Health First.  Consumer

18   Health First submitted written comments to you

19   via your website, which I distributed to you

20   and your staff today.  This testimony is

21   submitted on behalf of 40 advocacy

22   organizations and individuals, about 20
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 1   organizations and 20 individuals.

 2        I want to -- I'm not going to bore you

 3   with all of the testimony, but I do want to

 4   highlight a few of our key points, and before I

 5   begin I want to expressly thank you,

 6   Mr. Commissioner and your staff, for publicly

 7   affirming and doing so again here today that

 8   you would consider the experience and impact of

 9   high-risk members, carriers' programs to manage

10   care and improve health outcomes, and

11   CareFirst's statutory mission when reviewing

12   2019 rates.  We're very grateful for you for

13   doing that.

14        We understand the rates before you today

15   will significantly change if Maryland receives

16   the State Innovation 1332 Waiver, and we, like

17   the carriers, are cautiously optimistic that

18   this will be approved and carriers will then

19   file new rates based on anticipated reinsurance

20   payments.  We do not believe, though, that it

21   is in consumers' interests to simply rely on

22   reinsurance to lower premiums for next year.
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 1   We must do as much as possible beyond

 2   reinsurance to lower premiums for all

 3   consumers.

 4        As you know, the individual mandate will

 5   no longer apply in 2019, and with premiums well

 6   beyond what's affordable for consumers who do

 7   not qualify for federal subsidies we run the

 8   risk that the gains we've made in expanding

 9   insurance coverage since 2014 will be lost.

10        In 2013, 11 percent of all Marylanders

11   below the age 65 were uninsured, today that's

12   down to 6 percent.  For consumers who do not

13   qualify for federal subsidies, those with

14   incomes over 400 percent of the federal poverty

15   level without access to employer-based

16   insurance year over year increases of 20 to

17   40 percent have resulted in unaffordable

18   premiums, as Todd has documented here today.

19   We're concerned these consumers will now make

20   the bet that they won't need healthcare

21   services, particularly the young and the

22   healthy, with them more likely to forego buying
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 1   healthcare coverage because of the loss of the

 2   individual mandate.  These decisions will place

 3   individuals at personal financial risk, as well

 4   as their families --

 5        MR. REDMER:  Excuse me.  For those of you

 6   that are on the phone, if you could please

 7   place us on mute we would appreciate it.  Thank

 8   you.

 9        MS. SAMMIS:  -- as well as place our

10   state's innovative delivery systems models at

11   risk if the number of uninsured goes

12   dramatically up.

13        So this year Consumer Health First looked

14   at the data provided in the rate filings for

15   the years 2013 to 2017.  Yes, I am a nerd, I

16   admit that, and I'm a little bit -- I'm always

17   worried about my math because I'm a

18   sociologist, not a mathematician, but I'm glad

19   to hear that much of what CareFirst and Kaiser

20   had to say here today reinforces my

21   conclusions.  So I guess that's good.  Maybe it

22   means there's some truth, huh.
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 1        The data indicates that Maryland has a

 2   stabilizing market for HMOs and a continuing

 3   challenged market for PPOs.  As shown on Page 3

 4   of our written comments, the membership in the

 5   HMO products has grown for both CareFirst and

 6   Kaiser since 2013.  Premiums for CareFirst HMO

 7   product cover about the same amount for

 8   healthcare services now as in 2013, with about

 9   94 cents of every premium dollar going to pay

10   for healthcare services.

11        Premiums for Kaiser's HMO didn't cover

12   healthcare services in 2013, but now Kaiser

13   collects more in premiums than needed to cover

14   healthcare services, and so we ended up

15   concluding that things have in fact gotten

16   better and were on their way to stability

17   before we won't get into everything that has

18   happened since 2016.

19        By contrast, CareFirst PPO has, have lost

20   about half their members since 2013 and

21   premiums no longer cover the cost of healthcare

22   services, as shown on Page 4 of our written
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 1   testimony.  CareFirst spends more for claims

 2   for healthy PPO members than it does for

 3   healthy HMO members.  So even though they are

 4   both classified as being healthy, the PPO

 5   members cost more than the HMO members, and we,

 6   of course, think that this matters, that there

 7   is a difference in costs.  The greater the

 8   difference in premiums and claims between the

 9   HMOs and the PPOs the higher the risk

10   adjustment payment the HMOs must make.  I do

11   realize that CareFirst HMO will receive some

12   risk adjustment payment this year, but 93

13   percent of the total amount that was collected

14   from Kaiser for risk adjustment will go to the

15   PPOs and not to the two HMOs.

16        Unless we figure out how to minimize the

17   difference between the HMO and PPO premiums and

18   claims, consumers will pay high premiums even

19   with the reinsurance program.  In fact, we

20   think this dual market of HMOs and PPOs is

21   unusual across the country, and may be the key

22   factor for why our market has not stabilized as
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 1   much as other states, and we have a

 2   recommendation for that at the end.

 3        For this reason we ask you to direct

 4   CareFirst to answer a series of questions about

 5   its PPO products, and I appreciate the fact

 6   that they did some of that here today, but

 7   there are additional questions that we would

 8   like answered.  For example:  Do out of network

 9   claims drive up overall claim costs in the PPO?

10   Is that part of what explains the difference in

11   the claims costs between healthy PPO members

12   and healthy HMO members, or are the fee

13   schedules slightly different between the PPOs

14   and the HMOs.  It's quite possible they have

15   one fee schedule, but it's also possible they

16   have multiple schedules for the two products.

17        One way to reduce the difference in

18   premium between the PPOs and HMOs is for

19   CareFirst to continue to heavily subsidize the

20   PPO in 2019, basically at the same level that

21   they subsidize the PPO in 2018, and the best

22   way to do this is to require CareFirst to
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 1   assume the same medical loss ratio it had in

 2   2017, 98 percent, I know that's rather

 3   shocking, when building its rates for 2019.

 4   But I have some specific reasons for why we

 5   think from a consumer perspective it's

 6   appropriate for CareFirst to continue to lose

 7   money at such a high rate for 2019, and I'll

 8   harken back to the words of then CEO of

 9   CareFirst, Chet Burrell, when he stated in 2013

10   about the individual market, quote:  We're not

11   expecting to make money, we're expecting to

12   lose money.  If we're going to lose it, we're

13   going to lose it on behalf of subscribers and

14   the community.  And we would ask you to

15   continue to ask CareFirst to do that for at

16   least one more year, and one of the reasons we

17   ask CareFirst to do that is because of their

18   strong financial position.  This position makes

19   it possible for them to continue to lose money,

20   particularly in the PPO product, for an

21   additional year.

22        On Page 6 of our written testimony we
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 1   present data from CareFirst annual reports on

 2   its capital and surplus levels from 2009 to

 3   2017.  While CareFirst certainly lost money on

 4   its individual health insurance business, its

 5   capital and surplus position has markedly

 6   improved since the enactment of the Affordable

 7   Care Act.  Today its capital and surplus levels

 8   are high, with 642 million in the Maryland

 9   Blues and $1 billion in the D.C. Blues.

10        These companies now have over 1,000

11   more -- 1,000 percent of risk-based capital,

12   more surplus and capital than is needed to

13   remain solvent.  Moreover, thanks to federal

14   tax reform, industry sources report that

15   CareFirst will receive a $78 million federal

16   tax windfall for this year.  Their tax windfall

17   we would expect to be much higher than it would

18   be for the for-profit insurers.  The tax code

19   made an explicit change to how taxes would be

20   collected for the Blues plans, and I believe

21   that CareFirst is on the low side of what the

22   windfall will be for Blues across the country.
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 1        For the good of all consumers dependent

 2   upon the individual market, as well as our all

 3   payer hospital system, we urge you to direct

 4   CareFirst to assume a 98 percent loss ratio

 5   when building its 2019 rates for its PPO

 6   products.  We understand both the state

 7   reinsurance program and high subsidization in

 8   the individual market by CareFirst may not be

 9   sustainable in the long run, or even more

10   sustainable than one or two years.

11        Consumer Health First looks forward to

12   working with the Health Insurance Coverage

13   Protection Commission to explore longer-term

14   solutions.  For us these include two things:  A

15   state individual mandate, as well as an option

16   for Maryland consumers to buy into Medicaid or

17   into the State Employee Benefit Program.

18        We also believe it is time to consider

19   whether it is in the consumers' interest for

20   CareFirst to continue to offer a PPO product.

21   We understand that by statute CareFirst's two

22   Blues plans, a CFMI and GHMSI, are required to
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 1   offer coverage in the individual market and it

 2   is not possible for them to withdraw, but we do

 3   not believe that there is anything in the

 4   statute that requires these two companies to

 5   offer a PPO.  In effect PPOs by law are

 6   authorized to offer exclusive provider

 7   organizations that mimic HMO coverage on a PPO

 8   license.  EPO plans may be better suited to

 9   meet the access, quality and affordability

10   needs of consumers in the individual market

11   than PPO plans.  We ask you to consider this

12   and to provide public guidance to all of us on

13   this point.

14        Finally, we ask you to do what was done

15   previously in the rate review process, to issue

16   a detailed decision document.  This would let

17   consumers know what factors you consider during

18   rate review, why these justify approval or

19   modification of the rates, and the state of the

20   individual market, and I do this as a personal

21   ploy because otherwise I have to go back

22   through the SERFF documents in January and they
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 1   are annoying to read.  So I would ask you to

 2   save me from that, and to give all of the

 3   consumers of Maryland the ability to be able to

 4   understand why it was that you reached the

 5   conclusions that you do.

 6        I thank you again for the opportunity to

 7   address you today and to be part of this

 8   important process.  On behalf of Consumer

 9   Health First, I'd like to reiterate that we

10   look forward to your decision and your

11   conclusions about the individual market and to

12   working with you in the future.

13        MR. REDMER:  Thank you, Beth.

14        Any questions?  All right.  Appreciate it,

15   thank you.

16        Delegate Cullison, did you want to make

17   any remarks while you're here?  You don't have

18   to.  It's up to you.

19        DELEGATE CULLISON:  No, that's all right.

20   You guys are doing a great job.

21        MR. REDMER:  All right.  Let's see.

22   Stephanie Klapper, Maryland Citizens' Health
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 1   Initiative.

 2        MS. KLAPPER:  Sorry, I only have four

 3   copies.

 4        MS. GRASON:  That's all right.

 5        MS. KLAPPER:  Hi, I'm Stephanie Klapper

 6   with Maryland Citizens' Health Initiative.  We

 7   are a nonprofit that works for quality

 8   affordable healthcare for all Marylanders, and

 9   our Maryland Healthcare For All Coalition is

10   comprised of hundreds of business, labor,

11   faith, community and other organizations all

12   across the state.

13        I first want to thank you, Commissioner,

14   and for your team for taking comments on the

15   proposed rates for the market next year, and we

16   commend Maryland for working to create a

17   reinsurance program to respond to the high cost

18   of premiums on the market.  As we've heard

19   today affordability is a serious concern, and

20   once the 1332 Waiver is hopefully approved we

21   encourage the state to use the funds from the

22   federal government and the $380 million state
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 1   stabilization fund to implement the program as

 2   efficiently as possible to result in the

 3   greatest reduction in premiums for all

 4   Marylanders across the state.

 5        We've heard today from several people that

 6   the loss of enforcement of the individual

 7   mandate at the federal level is going to create

 8   market instability, and we propose creating a

 9   Health Insurance Down Payment Plan at the state

10   level in response to that.  This plan would

11   make it so that at tax time when the consumer

12   is asked did you have quality coverage last

13   year, if the person says no they would have the

14   option to either pay a penalty to the state or

15   instead use that penalty money to instead

16   purchase health coverage, and we anticipate

17   that there would be at least 60,000 people in

18   Maryland who could be able to get health

19   coverage right then and there for the same

20   amount of the penalty fee combined with the

21   federal subsidies, which would bring many more

22   people into the market stabilizing it, at the
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 1   same time getting many more people covered.

 2        We also heard today that the high cost of

 3   drugs is a contributing factor to increases in

 4   premiums, and so to that effect we would

 5   propose a health insurance -- I'm sorry, a Drug

 6   Cost Commission created at the state level in

 7   order to look at these really, really high-cost

 8   drugs, the ones that cost $30,000 a year or

 9   more, that are really driving premium rates up

10   and take a look at that and figure out what is

11   reasonable for Maryland to pay.

12        So again, thank you very much for this

13   opportunity to comment, and I'm happy to take

14   any questions.

15        MR. REDMER:  Thank you, Stephanie.

16   Welcome to the first two bill hearings of 2019.

17        DELEGATE CULLISON:  And maybe you know the

18   answer, but in terms of the down payment that

19   would require a state mandate, correct?  And

20   are we within our purview to -- are we

21   authorized by the federal government to have a

22   state mandate for healthcare?
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 1        MR. REDMER:  That's not my bailiwick.

 2   Beth is saying yes, Michele is saying yes.

 3        MR. MORROW:  I think the answer is, and

 4   I'm not 100 percent sure about this, but I

 5   think the answer is the states have been

 6   encouraged to do what they need to do, more

 7   control coming back from the federal government

 8   to the states, and I'll ask Joe maybe if I'm

 9   wrong about this but I do think that they have

10   said that they would allow states to do

11   state-based mandates.

12        AUDIENCE MEMBER:  Yes.

13        AUDIENCE MEMBER:  And Massachusetts has

14   had one for years.

15        MR. MORROW:  Yeah, they've had one since

16   2007, so.

17        DELEGATE CULLISON:  Thank you.

18        MR. REDMER:  All right.  Delegate

19   Cullison, thank you.

20        I don't have anybody else that has signed

21   up to speak, unless I've missed anything.  Yes?

22        MS. RASWANT:  Maansi Raswant from the
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 1   Maryland Hospital Association.

 2        MR. REDMER:  Sure, sure.  I'm sorry, I

 3   missed you.

 4        MS. RASWANT:  Great, thank you.

 5   Apologies, I came in late, so I may have missed

 6   on the sign-in sheet there.

 7        MR. REDMER:  That's okay.

 8        MS. RASWANT:  So thank you.  Good

 9   afternoon.  Again, Maansi Raswant on behalf of

10   the Maryland Hospital Association representing

11   64 hospitals and health systems across the

12   state.

13        I want to start off by thanking you,

14   Commissioner Redmer, and the MIA staff, for the

15   opportunity to provide our comments, and

16   honestly also for just the thorough process

17   that you're undertaking.  I really appreciate

18   it, and our members do as well.

19        We did submit written comments earlier

20   today, so I'll keep my testimony brief, and I

21   want to say that it is promising to hear that

22   so much of what I'll outline and cover is being
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 1   planned on being reviewed as part of the

 2   written review process.

 3        So I'll start off with what we know every

 4   year.  This year, again, there is a large

 5   variation in underlying cost trends cited by

 6   the insurers specific to the hospital cost

 7   trends.  Insurers have used rates as high as 3

 8   percent in the individual market and 13 percent

 9   in the small group market.  These projections,

10   as Todd noted, are inconsistent with the Health

11   Services Cost Review Commission's recent

12   approval of the total hospital revenue growth

13   of only 1.37 percent per capita for fiscal year

14   2019, and as Todd mentioned we recognize that

15   all products have unique factors that are

16   impacting the projected trends.  But again, the

17   variation is so wide that we believe it

18   warrants accountability from insurers to

19   explain exactly how these higher costs and

20   utilization trends are calculated, so I'm glad

21   to hear that MIA is undertaking that effort.

22   And more importantly, insurers should show how
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 1   the hospital savings realized under the model

 2   are passed on to consumers.

 3        In addition, we're seeing high

 4   double-digit increases or increased requests

 5   every year, particularly for the preferred

 6   provider products, as Beth Sammis just

 7   mentioned, and while the independent actuarial

 8   analysis of the MIA Commission last year is

 9   helpful, and I'm glad to hear again it's

10   happening this year, it doesn't work to

11   identify the root causes of the trends and

12   characteristics, and to understand for example

13   what is driving the constant increase in

14   morbidity.

15        To do this, in addition to your expertise

16   here at the MIA, we'd invite you to look at the

17   HSCRC's processes to analyze the Medicare

18   population and to leverage the all-payers

19   claims database.  It would also be prudent to a

20   member of any programs insurers have in place

21   to manage their populations against the higher

22   increases to understand their effectiveness, so
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 1   I was very happy to see the slide just looking

 2   at the types of programs that insurers have in

 3   place, what their uptick looks like and, Todd,

 4   I agree that it would be great to see that

 5   number increasing every year.

 6        And then to that point I'd like to end by

 7   encouraging the MIA as it works with the Health

 8   Benefit Exchange on the state reinsurance

 9   program to consider the value of care

10   management incentives.  The reinsurance program

11   presents a unique opportunity to understand and

12   address high rate increases by better linking

13   healthcare coverage and healthcare delivery,

14   and it would allow the state to create webbers

15   (phonetic) that impact long-term stability of

16   the insurance market by increasing quality and

17   reducing costs, and in addition any reduction

18   in the cost of care would also decrease

19   reliance on a reinsurance program.

20        So as we move to the total cost of care

21   model, it's increasingly critical that insurers

22   offer plans that accurately reflect the cost of
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 1   care, pass savings on to consumers, and, more

 2   importantly, facilitate the delivery of care

 3   that meets their needs.  While the model holds

 4   providers accountable for holding costs down

 5   and increasing quality, consumers need

 6   equitable and affordable coverage to access

 7   these high-value services.  After all, it is

 8   the synergy between accountable care and

 9   affordable coverage that has made Maryland a

10   model in the nation.  Thank you.

11        MR. REDMER:  Thank you.

12        Any questions?  I think we're good.

13        I am going to take questions from the

14   phone in a second.  Anybody else here have any

15   questions, comments, observations?  Yes?

16        AUDIENCE MEMBER:  With regards to the

17   discrepancy between the PPO clients and the HMO

18   clients, has it been looked at how that

19   transition has happened?  Because I'm wondering

20   how many PPO clients are now HMO clients,

21   they've migrated from one to another and

22   whether that in and of itself is affecting the
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 1   morbidity rates of the PPO pool.

 2        MR. REDMER:  I'll let Todd address this if

 3   he chooses to, but I think the answer is yes.

 4   We've heard, you know, that the PPO is in a

 5   death spiral because of adverse selection.  So

 6   those sicker folks that have left the PPO, my

 7   own speculation is part of them have migrated

 8   to no coverage at all and some have, the

 9   healthier of them have migrated to the HMO, and

10   the population that's left is certainly much

11   sicker than the population that did leave.

12        MR. SWITZER:  Since the morbidity

13   assumption is so critical, we have tried to

14   pull that apart in several ways:  One, the

15   people that are in the pool today so far in

16   2018, what's their origin, did they come from

17   small group, did they come from large group,

18   were they previously uninsured as best we can

19   tell, did they come from within the insurer,

20   their other markets, or did they come from

21   competitors are some of the ways that we're

22   trying to parse it.
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 1        To your specific question my colleague

 2   Brad worked on that a bit and I'll give it to

 3   him.

 4        MR. BOBAN:  On the basic question of HMO

 5   versus PPO morbidity, it is something we've

 6   been monitoring very closely and it's been

 7   changing a lot over the past couple of years.

 8   Just as a history, pre-ACA PPO had the lower

 9   morbidity in the market.  That was driven

10   mainly by the fact that the HMOs had a

11   statutory requirement to offer maternity

12   services, whereas the PPOs did not.  So in

13   2013, right before ACA, PPO was probably twice

14   as healthy as the HMO, and in 2014 we probably

15   had about 30 percent PPO membership and

16   70 percent HMO membership, and since that time

17   every year we've been seeing the members

18   continually buy down from PPO to HMO.

19        CareFirst provides that data in their rate

20   filings that tracks their inner company

21   movement, and that's a key part of both the

22   morbidity assumptions for HMO and PPO, so --
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 1   and, you know, and that trend is accelerating a

 2   lot.  You know, it was 30 percent in 2014, it's

 3   down to 15 percent as of 2016, 10 percent as of

 4   '17, and now we're down to about 7 percent of

 5   the pool and it's just kind of becoming

 6   exponential.

 7        So it's really one of the key assumptions

 8   in this rate filings, and another thing is this

 9   impacts all of the rate filings, and so we see

10   the HMO experience look a lot better than the

11   PPO experience, but all carriers need to price

12   to the entire state's average risk.  So it's

13   just as important for Kaiser's rate filings as

14   for CareFirst's rate filings to take into

15   account these PPO members and to accurately

16   estimate just how bad the PPO has gotten from

17   year to year.

18        Any other questions?

19        AUDIENCE MEMBER:  It was just sort of a

20   trend question.

21        MR. REDMER:  Debbie, if you could ask the

22   question I'd also be interested in the flip
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 1   side of that.  I'm curious as to if there are

 2   members that are in the HMO, they get a

 3   significant health issue and they migrate up to

 4   the PPO because of the expanded network

 5   options.

 6        AUDIENCE MEMBER:  I will check that out.

 7        MR. REDMER:  Just curious.

 8        Any other questions, comments?  If not, we

 9   will go to the phone.  Is there anybody on the

10   phone that has any comments or observations?

11   One more time, anybody on the phone?

12        All right.

13        TELEPHONE MEMBER:  We're all on the phone,

14   we just don't have a question.

15        MR. REDMER:  All right.  Well, thank you.

16        With that I'll ask the room one more time.

17   Anybody else?

18        All right.  Well, thank you once again.

19   Hopefully we're going to have an opportunity to

20   come back and do this again real soon.  Thank

21   you.

22        (The hearing concluded at 2:40 p.m.)
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          1                   P R O C E E D I N G S



          2              MR. REDMER:  Okay.  Good afternoon.  If



          3         you don't mind, I've got 1:00 so we will go



          4         ahead and get started.  My name is Al Redmer



          5         from the Maryland Insurance Administration, and



          6         I would like to welcome you to the public



          7         hearing for the proposed rates for 2019 in the,



          8         both the individual and the small group



          9         marketplace, and this is our continuing effort



         10         to conduct business in an open and transparent



         11         manner.



         12              Before I get started, I'd like to



         13         introduce the team that is with me today.  To



         14         my right is Nancy Grodin, our Deputy Insurance



         15         Commissioner.  To her right is Bob Morrow.  Bob



         16         is the Associate Commissioner of Life and



         17         Health.  To my immediate left is Todd Switzer.



         18         Nice to meet you Todd.  Todd is our Associate



         19         Commissioner and Chief Actuary.  To his left is



         20         Brad Boban, a Senior Actuary, and to his left



         21         is Cathy Grason, who is our Chief of Staff.



         22              I also want to introduce for the meeting
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          1         in the room is Tracy Imm, our Director of



          2         Communications.  I also want to introduce



          3         Michele Eberle, who is the Executive Director



          4         of the Health Benefit Exchange, and finally



          5         Delegate Cullison from the Health and



          6         Government Operations Committee.  Appreciate



          7         you being here, Delegate.  It's always helpful



          8         to have legislators who ultimately create the



          9         rules for us to be in the room and see what



         10         happens in the real life world of insurance



         11         regulation.



         12              I'm going to apologize in advance, I have



         13         to slip out at 1:30 for a brief phone call, I



         14         will be right back.  In the meantime, as I



         15         mentioned this is a public hearing for the 2019



         16         proposed rates for the individual and the small



         17         group market.  This is not a public hearing for



         18         the 1332 Waiver or the proposed reinsurance



         19         program that we may deal with down the road.



         20         If approved, we will do a second rate hearing



         21         to make the appropriate changes.  So to the



         22         extent possible, we would like to keep this to
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          1         the proposed rates for 2019, and with that I



          2         will reintroduce for opening remarks our Chief



          3         Actuary, Todd Switzer.  Nice to meet you, Todd.



          4              MR. SWITZER:  Good afternoon.  Thank you



          5         to the insureds, to the insurers, the consumer



          6         advocates and everyone who is here today.



          7         Thank you also to the 28 people who submitted



          8         public comments.  It helps a lot to get your



          9         feedback, to get their feedback to round out



         10         the view of all people that we're talking about



         11         here whom it affects.



         12              We believe these meetings play a role in



         13         influencing healthcare in Maryland.  I think



         14         the past meetings, these meetings influence the



         15         decisions that will be made.  I believe they



         16         played a role in accentuating the urgency of



         17         some of the matters in the individual market,



         18         in the ACA market, toward filing the waiver



         19         that the Commissioner mentioned for 2019 with



         20         the potential for rate relief.  Again the focus



         21         of this hearing is not the waiver, but I will



         22         make some comments about it later.
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          1              One of our aims here is to, or some of



          2         them is to offer transparency to the rate



          3         review process, to spur dialogue, and to raise



          4         the right questions with a factual bedrock, and



          5         one of my favorite parts of these meetings are



          6         the questions that it raises, and as you know



          7         once you raise one question it leads to another



          8         question, and I think it improves the quality



          9         of the public discourse toward a better



         10         decision making again.



         11              I know you've heard about some of our



         12         guiding principles before.  I don't want it to



         13         be perfunctory because it helps me to keep a



         14         balance in what we're doing, and what I mean is



         15         there's ten of us in the Actuary's Office



         16         reviewing the rates.  One of our guiding



         17         principles is our Standards of Practice for



         18         Actuaries, so that calls for an approach where



         19         the assumptions, every assumption is looked at



         20         individually, looked at in aggregate to make



         21         sure that it's reasonable, as well as Maryland



         22         Insurance Article 11-603 requires that rates
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          1         must be reasonable in relation to benefits, not



          2         inadequate or excessive, and not unfairly



          3         discriminatory.  So there's a lot there,



          4         there's a lot of affected parties, and we keep



          5         that in our sights.



          6              As you know, insureds in the individual



          7         non-medigap ACA market have seen increases over



          8         the past last three years of 21 percent, 25



          9         percent and 44 percent.  At the same time,



         10         insurers have lost millions of dollars in the



         11         individual non-medigap, in this market, since



         12         inception in 2014.



         13              So to cultivate that dialogue, I have a



         14         few slides.  They're more broad based to give



         15         some context before the insurers summarize



         16         their submissions, and any questions that come



         17         up we are anxious to field either later or we



         18         have the opportunity here after people have



         19         spoken.



         20              So let me start with the grounding that



         21         really builds up, the press release that came



         22         out after carriers submitted their filings on

�

                                                                10







          1         May 1st.  The top part of this -- this is the



          2         entire ACA market, a snapshot, individual



          3         market and the small group down below.  We have



          4         about 212,000 members as of February of this



          5         year in the individual market, that's on and



          6         off exchange.  The top two carriers for market



          7         share, only two carriers, are CareFirst and



          8         Kaiser, 58 percent for the BlueChoice plan,



          9         7 percent for CareFirst PPO, 35 percent for



         10         Kaiser.  The overall increase was 30 percent,



         11         as you've heard, and that breaks down within



         12         the column there a range of 18 1/2 for the HMO,



         13         91 for the PPO, and 37 for Kaiser.



         14              When we move to the small group market,



         15         about 266,000 members there, and you can also



         16         see here with the growth if you understood how



         17         it's changed from last year, I'll leave that to



         18         you.  The overall increase and what's a little



         19         different here is that the groups renew by



         20         quarter, first, second, third, fourth.  Most of



         21         them renew in the fourth quarter, and there's a



         22         slight change as you move along the quarters
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          1         from 6 1/2 percent overall to 7.3.  But overall



          2         for the year when you weight by who renews, how



          3         they renew through the year, about 7 percent,



          4         and there's a range there that you can see from



          5         4.8 percent up to 13 percent.  A little bit of



          6         background for that market, for the total



          7         market.



          8              I wanted to bring out a few pieces of



          9         information along the following lines.  If we



         10         look at the Maryland market -- and this is just



         11         for ACA insurers.  I was trying -- insurers who



         12         either offer the individual or the small group



         13         market how have they performed of late in 2017.



         14              The first thing when we line up all the



         15         other types of coverages that are out there



         16         beyond ACA, medigap, self-insured, Medicare



         17         Advantage, et cetera, the whole picture, let's



         18         look at, well, how many members.  Well, we got



         19         about 4 million members and the ACA is about



         20         11 percent of that total.  The second piece of



         21         information here is in the gain/loss side, how



         22         have they fared.  First on the not favorable
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          1         side, in the individual non-medigap market, you



          2         can see it there, in 2017 $176 million loss.



          3         So 16 percent of revenue, that's what I alluded



          4         to earlier, problematic to state the obvious.



          5         Other markets too that have lost money, the



          6         self-insured, 32 million, 15 percent; also the



          7         Medicare Advantage, 20 million, 5 percent.



          8              But then let's look at the other side, it



          9         just begs the question that there's some



         10         positive, right.  So on the small group side we



         11         had an $80 million gain, 6 1/2 percent of



         12         revenue; for the large groups, about 146



         13         million, 7 percent; for OPM HMO about



         14         7 percent, 82 million.  When you roll it all



         15         together down to the bottom line, about 1.2



         16         percent.



         17              So on the premium dollar underwriting gain



         18         of 1.2 percent, 1.2 cents, it's not, a



         19         relatively thin number.  Again, this is before



         20         investment income.  We're trying again to



         21         answer the question, we've lasered in on ACA,



         22         as we should.  We're just kind of begging the
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          1         question again of what's the total picture, and



          2         that's one way of looking at it.



          3              I apologize, I didn't give you that slide.



          4         That's the slide I was talking about, so let me



          5         briefly:  11 percent of members in the ACA,



          6         individual and small group losses 176 million



          7         again in the individual, 80 for small group,



          8         underwriting gain before investment income 1.2.



          9         But you can walk down that Gain/Loss column, I



         10         tried to pull out the top three to underwriting



         11         loss, top three to underwriting gain, and then



         12         roll it all together and that's what I brought



         13         out.



         14              Our rate review, so we got thousands of



         15         pages of filings on May 1.  This is an attempt



         16         to briefly let you know what we're looking at,



         17         and individual non-medigap market just walk



         18         down the assumptions.  Morbidity from '17 to



         19         '19 is how healthy or sick the pool is, so 1.33



         20         in rough terms is saying that overall everybody



         21         who filed assumes they'll get 33 percent



         22         sicker.  There's a range in that from
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          1         10 percent to 95 percent, we're examining that.



          2              On risk adjustment, as you know a zero sum



          3         process where the healthier carriers write a



          4         check to, so to speak, to the not as healthy



          5         carriers.  Zero sum, but there's a lot of money



          6         changing hands.  There's quite a gap there



          7         where a carrier believes they will get



          8         55 million, another believes they will say 159



          9         to 170 million.  We're working through



         10         narrowing that gap.  That's a major assumption.



         11              Trends, the overall trend, the rise in



         12         healthcare costs, plus some unit costs and



         13         utilization, is 8 percent overall.  The



         14         high/low is 5.3 to 9.5.  We'll talk a little



         15         bit more about that later.



         16              Contribution to reserve is, depending on



         17         what type of carrier you are, profit.  For



         18         every premium dollar it was 2.7 percent, 2.7



         19         cents for profit contribution to reserve with a



         20         range of 2 to 5.



         21              Administrative costs, how much it costs



         22         the insurer to run their business per member

�

                                                                15







          1         per month, which is a dollar amount, 66 on



          2         average, but there's a range of 35 to 108.



          3         It's another one we look closely at.



          4              Broker costs, $6 per member per month,



          5         with a range of 4 to 7.  And the loss ratio,



          6         the claims divided by premium, how much of the



          7         premium dollar is going to pay claims, on a



          8         traditional basis it's 83.4 overall and a range



          9         of 82 to 87.  But the federal requirement that



         10         it has to be below 80 for individual and small



         11         group, on those terms it's a slightly different



         12         formula, it's 87 overall and a range of 86 to



         13         91.



         14              Again, just trying to give you a sense of



         15         what's been filed, what we're reviewing.  This



         16         is a small sample of what we're looking at, but



         17         it's some of the big ones, kind of the top



         18         view.



         19              For small group there's a lot less



         20         assumption that the pool will get less healthy,



         21         1.003, a range of 1.0 to 1.01.  We're looking



         22         at that one, the carrier has been providing a
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          1         lot of information there.



          2              Risk adjustment, they're a lot closer



          3         apart there.  When we roll together all the



          4         companies there's a $24 million difference, $8



          5         PMPM.  We're still working with the carriers on



          6         risk adjustment.



          7              Overall trend is 7.8, with a range of 3.6



          8         to 10.9.



          9              Contribution to reserve, or profit,



         10         average of 1.7, a range of zero to 6.



         11              Administrative costs, 60 with a range of



         12         42 to 73.



         13              Broker costs, $26 with a range of 3 to 30.



         14         And the loss ratios, the one that you're



         15         accustomed to seeing, those of you who look



         16         into these things, 76.2 claims over premium



         17         with a range of 75.6 to 79.8, and then the



         18         NAIC, 80.5 above the minimum of 80 with a range



         19         of 80 to 85.5.



         20              One of the components, as you know, of the



         21         Affordable Care Act was the patient-centered



         22         Outcomes Research Institute.  One of the core
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          1         issues is just runaway costs and trying to have



          2         a component of the ACA that thinks about that,



          3         that researches that, and a lot of the carriers



          4         are doing some things along those lines that we



          5         wanted to be aware of, wanted to advocate.  I



          6         know Kaiser has a diabetes program, a



          7         behavioral health program that's five-star



          8         rated by CMS.  CareFirst has a nationally



          9         lauded patient-centered medical home.  United



         10         has a motion program for exercise and wellness.



         11         Aetna has an incentive program for their



         12         providers.  So all these -- this is a slide in



         13         progress, but trying to look over time to see



         14         what's the uptake.  Are insureds taking



         15         advantage of these things, and if so how much



         16         and what's the pace.



         17              So a rough estimate here of anyone



         18         involved in some of the programs I just



         19         mentioned, a prevention program, or chronic



         20         care, a care plan where the doctor tells you



         21         here's what you should do to stay healthy,



         22         here's what you should do to get healthy, 1.9
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          1         percent in '15, 2.3 in '16, 2.7 in '17.  So I



          2         was hoping it would be a bigger number, but at



          3         least it's on the upswing, and something that



          4         we again believe is a key component to making



          5         things better.  And although these percentages



          6         are small on the surface relatively speaking,



          7         it's a very small number of claimants that can



          8         generate a lot of the claims dollars, as you



          9         know.  I believe 3 percent generate 50 percent



         10         of the claims costs, but still we'd like to



         11         help the carriers raise those numbers.



         12              A couple of -- to be circumspect in what



         13         we're looking at for ACA, we've seen the



         14         individual non-medigap market but we wanted to



         15         see kind of holistically how have other markets



         16         been affected, and trying to be factual, see,



         17         interpret those facts, and this is one area



         18         where it led us.  If you look at what's



         19         happened to the group markets, small and large,



         20         since the ACA, there's a couple of charts here



         21         to the right.  One is how many were offering



         22         health insurance before ACA and today, and one
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          1         thing that caught our attention is just looking



          2         at the first chart it shows pre-AC as 2010,



          3         47.2 percent of small employers were offering



          4         health insurance to his or her employees,



          5         that's come down to 32.9, so that's a



          6         14 percent drop.  We had -- it was more marked



          7         for the under 10 of the real small groups, and



          8         I know they're having their struggles too



          9         paying the premiums.  The average small group



         10         in Maryland I believe is seven contracts, about



         11         11 members, so there's -- we've seen some data



         12         from the carriers of a migration out of the



         13         small group market to individual.  It would



         14         stand to reason that the draw of the premium



         15         tax credits, cost sharing reductions, and some



         16         evidence is still being explored that believing



         17         some of the less healthy have gone to the



         18         individual market and trying to see what those



         19         tangential effects are.



         20              Another little bit harder to measure, but



         21         one that we've started to try to look at, is



         22         down at the bottom chart.  You'll get small
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          1         group premium increases for the 15 years before



          2         ACA and for large group, and in the two years



          3         since, after ACA there's been an improvement,



          4         and this one just look down for small group



          5         average increase after benefit buy-downs from



          6         5.6 percent to 3, so a 3-point drop in small



          7         group.  Large group was 6.4 to 2.3, a 4.2



          8         percent drop, and then you have as a little bit



          9         of a reference Consumer Price Index.



         10              So as of late small group overall



         11         increases in Maryland, according to the Medical



         12         Expenditure Panel, could be dropping below CPI,



         13         they've been on a downward movement, that's



         14         something we're trying to understand and just



         15         figure into our thinking.



         16              Last couple of thoughts.  As you know, the



         17         Tax Cuts and Jobs Act was passed as of



         18         December 22nd of '17.  For Maryland ACA



         19         insurers the amount of federal income tax paid



         20         on earnings, again on a composite basis, came



         21         down by 11 points from 28 percent to 17 percent



         22         starting in 2018.  So that affects the
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          1         contribution to reserve risk-based capital a



          2         bit and had a tangible impact on bottom lines,



          3         and that's part of our review.



          4              We've had some great feedback from the



          5         Maryland Hospital Association.  I know a lot



          6         about the HSCRC and the actions that they've



          7         taken, I want to speak to that for a minute,



          8         that we did note that the report that recently



          9         came out with a projection of increasing costs



         10         for fiscal year '19 is 1.37 percent versus 2.77



         11         percent last year, so 140 basis points down, on



         12         the second bullet point, and while -- there's



         13         lots of reasons that the trend won't be exactly



         14         1.37 percent, some of them are listed here.



         15         Which hospitals are being used affects the



         16         trend, mix of services being performed affects



         17         the trend, if you're having more cardiac



         18         surgeries, for example out-of-area utilization,



         19         but I don't want it to get lost that the fact



         20         that that's a projected is a factor is viewing



         21         the trend and the direction of where the trend



         22         is moving and is something that we're looking
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          1         through and engaging the insurers about.



          2              So my comment about the waiver.  The



          3         estimated rate impact is minus 30 percent.  It



          4         will vary by legal entity.  For example,



          5         there's some entities that have a lot



          6         proportionately sicker people, they'll have



          7         more claims over $20,000, but overall



          8         30 percent, and that's what we're waiting and



          9         trying to give CMS everything they need, and



         10         working with the exchange giving them what they



         11         need, to come back with more information on



         12         that.



         13              So a couple other -- on bullet No. 4, when



         14         we were in Annapolis one of the good pieces of



         15         information that came out that we were asked to



         16         summarize is how does this affect a typical



         17         Maryland family, and this being the rates, the



         18         2018 rates in the individual market, and for --



         19         we tried to pick a family that wasn't quite at



         20         the average income, was not getting any



         21         subsidy, what does this mean to them in



         22         premiums, and for such a family of four making
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          1         $100,000 the estimate is that -- there's a



          2         range on this, but just premiums are $19,000.



          3         That's 28 percent of after-tax income, and then



          4         if that family is sick and they hit their



          5         out-of-pocket max, they pay their deductible,



          6         it will be $34,000.  Premium plus their portion



          7         of the insurance cost would be 50 percent of



          8         their after-tax income.



          9              In reading the public comments, one of the



         10         requests was don't express these increases in



         11         terms of percentages, express them in terms of



         12         dollars.  I understand their point that it --



         13         that I think makes it a little more tangible



         14         and this is one way to do that, to put myself



         15         in the shoes of the people who are paying this.



         16         And some people -- some of the public comments



         17         there are avoiding preventative -- it said



         18         avoiding preventative care, dropping insurance



         19         are things that we want to deter, getting a



         20         second job.



         21              So on the waiver I think we're already up



         22         to our first milestone of the submission being

�

                                                                24







          1         deemed complete.  That happened on July 5th and



          2         I'll walk you through the timeline there.  The



          3         federal comment period ends on Saturday, so



          4         we're keep tracking every little bit of



          5         progress.  We have asked HHS for a decision on



          6         the waiver by August 22nd.  I think that's



          7         asking a lot of them, but I know that they're



          8         trying, that it may be a little later than



          9         that.  I know the Commissioner mentioned a



         10         second rate hearing about that decision to



         11         focus on that for September 17th, and we're



         12         aiming to have rates approved by September 19th



         13         and open enrollment 11/1.



         14              Thank you for going through all that.  I



         15         look forward to having the insurers, and I



         16         appreciate again them coming in and answering



         17         all of our questions.  There's been a slight



         18         change in the schedule per a request of one of



         19         the carriers.  So, CareFirst, is it okay if you



         20         come up next?



         21              MR. BERRY:  Sure.



         22              MR. SWITZER:  Appreciate it, so the floor
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          1         is yours.



          2              MR. BERRY:  Great, thank you.



          3              MR. REDMER:  Excuse me, Todd, Bryson's



          4         (phonetic) got a question.



          5              AUDIENCE MEMBER:  Quick question by Bryson



          6         Hopper (phonetic).



          7              MR. SWITZER:  Yes, hi.



          8              AUDIENCE MEMBER:  The statistic you gave



          9         earlier about the decline in participation in



         10         the small group market by employers from, I



         11         think, 47 percent to 32 percent, would that



         12         capture any migration to the self-funded



         13         market?



         14              MR. SWITZER:  I'm still trying to parse



         15         that out.  It was intended to, but I haven't



         16         quantified it yet.  But I'll be happy to off



         17         line and show you how much we have parsed out.



         18              AUDIENCE MEMBER:  Thank you.



         19              MR. REDMER:  Yes?



         20              AUDIENCE MEMBER:  On a similar note, do



         21         you have any data on migration back for 2018



         22         yet?
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          1              MR. SWITZER:  I don't, but I'd be happy to



          2         explore it if you'll just find me after.



          3              Anything else?  Okay.



          4              MR. BERRY:  Good afternoon.  My name is



          5         Pete Berry, I am Chief Actuary for CareFirst.



          6         I don't have any slides I'm going to be



          7         showing, but I'll be referring to some notes



          8         here as I walk through my presentation.



          9              So as Todd mentioned, all the carriers



         10         submitted rate filings for ACA on May 1st.



         11         Like past years, since that time we have



         12         received what's called objections from the MIA.



         13         Those are really just questions, they're called



         14         objections, but, and we continue to work with



         15         them.  Since May 1st to date we've received



         16         over 45 objection letters containing over 200



         17         questions for our individual and small group



         18         rate filings, and this is pretty typical.



         19              Every year there's quite a thorough review



         20         by MIA, and starting last year they had an



         21         external consultant also participate last year



         22         who is Oliver Wyman.  It's our understanding
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          1         that this year it will be Lewis & Ellis will be



          2         the external consulting reviewing the



          3         individual filings and some components of the



          4         small group filings, and that review has yet to



          5         begin.  So the 200 I'm referring to are just



          6         from MIA.



          7              We'll continue to work with MIA and Lewis



          8         & Ellis working through this process, as we



          9         always do.  It's through a system called SERFF,



         10         and so that will be the technical review.  What



         11         I wanted to do today was walk through each of



         12         the filings and talk about some of the major



         13         drivers, some of the categories that Todd



         14         included in his presentation, and I'll be



         15         addressing mostly individual but also some



         16         small group, but most of my time, for obvious



         17         reasons, will be spent on individual.



         18              So just to summarize where we are with



         19         individual, as Todd mentioned there's been



         20         substantial losses in the individual market



         21         since the ACA began.  I know we've, in hearings



         22         in the past we've put up some numbers, and
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          1         those losses continue.  Last year our approved



          2         rate increases, and I'm giving the approvals



          3         before what I'll call CSR adjustment, it's a



          4         little more straightforward, is we had a



          5         36 percent increase approved for HMO and a



          6         49 percent increase for PPO, and those were



          7         both lower than we filed, and PPO was



          8         substantially lower than we filed.



          9              So as we move through 2018, while it's too



         10         early to really see definitively how the



         11         performance, financial performance is going to



         12         be, it does look like HMO is in better shape



         13         than it ever has been in the past, but PPO is



         14         still woefully inadequate, unfortunately.  The



         15         proposed rate increases that we have in 2019



         16         that CareFirst has submitted, as Todd showed,



         17         are 18.5 percent for HMO and 91.4 percent for



         18         PPO, and those increases, as he also mentioned,



         19         don't reflect any of the impact of an approval



         20         for 1332 Waiver that would introduce a



         21         reinsurance program.  So these, all these



         22         numbers are before that, which I think is very
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          1         important.



          2              CareFirst is very supportive of the waiver



          3         process.  We've been involved pretty deeply in



          4         working with MIA sharing data.  We believe it's



          5         an important step in attaining a stable



          6         individual market.  I can tell you that my



          7         team, a year and a half ago we started at



          8         CareFirst modeling what it would look like to



          9         the individual market if we were able to have a



         10         reinsurance system here.  So we've been



         11         thinking about it for a long time, and we are



         12         very encouraged by the progress that has been



         13         made and all the great work that the exchange



         14         and the MIA has done in moving this forward.



         15         It is a very -- for those of you who don't



         16         know, it's a very complicated process with a



         17         very short timeframe, and we're very excited



         18         that they've met all these deadlines and CMS is



         19         now on the verge of being able to review that.



         20              One thing I can say is that if the 1332



         21         Waiver is approved that the increases I



         22         mentioned, the 18.5 and 91.4, will be
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          1         substantially lower, and that is very, very



          2         good news.



          3              So I want to start by talking about



          4         individual PPO, that's the 91.4 percent



          5         increase, and that, that sounds so high to me



          6         too, and so one question is how could it



          7         possibly be necessary to have a 91.4 percent



          8         increase.  Well, I want to give a little bit of



          9         context.



         10              Right now as of June we have about 13,000



         11         members in that product.  A year and a half ago



         12         it was twice that many.  Two and a half years



         13         ago there were four times that many.  So we



         14         have a lot of people leaving this product



         15         because the rates are so high.  And as Todd



         16         mentioned, you can have 3 percent of those



         17         members account for 50 percent of the cost,



         18         that's pretty typical in health insurance.  So



         19         you can have a lot of people leave and still



         20         have most of the cost left over.  That's called



         21         anti-selection, and this is in a selection



         22         spiral, this product.  In fact, the last two
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          1         years as we've filed it, we have to have an



          2         actuary certify to this rate filing, it has



          3         been a qualified certification because we've



          4         said this product is in a selection spiral,



          5         which basically means no increase is going to



          6         be adequate.



          7              Let me give you an example.  Every year we



          8         get new people coming in.  Believe it or not,



          9         new people are still buying this product.



         10         We've looked at the past and said, okay, how



         11         sick are these new people compared to who we



         12         currently have in there, and the data says



         13         they're twice as sick, twice as sick as the



         14         people already there.  When we priced this for



         15         2019 we didn't assume they were twice as sick,



         16         we only assumed -- we assumed half of that,



         17         because if we assumed it was twice as sick that



         18         91.4 would have been even higher, and at some



         19         point we have to make a decision as to how much



         20         are we going to drive this knowing that no rate



         21         increase will be adequate.  So these are the



         22         struggles we have, and it's one of the reasons
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          1         why we're so excited about the 1332 Waiver and



          2         the opportunity to introduce reinsurance to try



          3         to stabilize this market.



          4              To give you another number, when we set



          5         these rates we looked at a base period.  So



          6         this year it was 2017, last year it was 2016,



          7         and we project out two years.  So last year it



          8         was 2016 to 2018, this year it's 2017 to 2019.



          9         The change in the per-member cost from '16 to



         10         '17, this is actual data, it went up



         11         50 percent, 50 percent.  So if we got a



         12         49 percent increase last year, half of that,



         13         basically all of that is taken out just in the



         14         one year moving.  It's a little bit more



         15         complicated than that, but that's directionally



         16         true.



         17              So we're sitting there -- and I'll give



         18         you the number.  In 2016 the PMPM, per member



         19         per month, cost for the PPO was $658.93, a year



         20         later it was $947.  Now, that's the, that's the



         21         time when I mentioned to you that we lost all



         22         that membership.  So like I said, two and a

�

                                                                33







          1         half years ago we had four times as many



          2         members as we have now.  That goes right into



          3         these rate increases.



          4              So when you start thinking about how can



          5         you have a 91 percent rate increase, when you



          6         have the cost going up 50 percent per year all



          7         of a sudden you can see how you can have such a



          8         large rate increase, and that's some of the



          9         things we're struggling with, and those are the



         10         main drivers.  It's really how the experience



         11         is emerging and how we think it's going to go



         12         going forward.  So for 2018 we can see who we



         13         kept and who we lost, and the people we kept



         14         were 35 percent sicker than the average person



         15         the year before, so that gets added on.  So



         16         very quickly you get to a very high increase.



         17              Some of the other factors there, there's



         18         demographics.  These people are getting older,



         19         and while there's some adjustment for that in



         20         the back end it doesn't really take into



         21         account.  So really the main drivers are the



         22         base period going up, the continued
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          1         deterioration of the people we kept and some of



          2         this population getting older, and that's



          3         really what's driving that 91.  There's some



          4         other issues like trend and ebb and all those



          5         things, but once you start talking about 91



          6         percent increase all those things are little



          7         details and what I talked about is really



          8         what's driving it.



          9              So let me move on to HMO.  This is a much



         10         better story.  It's a much bigger population



         11         and it is more stable than PPO, and that is



         12         good news.  However, it is susceptible to the



         13         forces of anti-selection and so we are



         14         concerned.  This increase is 18.5 percent.



         15         That is the -- I believe, someone will check me



         16         on this I'm sure, but I believe that is the



         17         lowest increase that CareFirst has ever



         18         requested in the ACA since filing requested



         19         rate increases in 2015.  What that says is last



         20         year when we got our 36 percent increase that



         21         was in the range of what we thought we would



         22         need, and, like I said, it's too early to tell
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          1         for 2018 but it does look like the performance



          2         is better than it's been.  Maybe not positive,



          3         but a lot less negative than it used to be.



          4         That's very good news and that leads to the



          5         18.5 percent increase, which includes some



          6         morbidity deterioration, people get sicker, but



          7         it gives us something to work with.  The new



          8         people joining, they are still sicker than the



          9         ones we currently have and we have to price



         10         that in.



         11              Once the 1332 Waiver is approved, and I



         12         say when hopefully and not if, there is a



         13         possibility, we have to get all the details but



         14         there is a possibility that rates could



         15         actually drop in 2019 from the 2018 level.  If



         16         that happened that would go a long way in



         17         moving towards stabilizing this market.  It's



         18         not the end of the war, but it's a good first



         19         step, and we would be very excited to see that.



         20              To give you a similar number, I mentioned



         21         that the increase in 16-17 for PPO went up



         22         almost 50 percent, that went up 15 percent for
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          1         HMO.  Still higher than what we would like to



          2         see and that it's driven by the anti-selection,



          3         but certainly much more manageable.  So that



          4         was really what I wanted to focus on with



          5         individual.  It's really all about how sick



          6         these people are, morbidity.



          7              There's certain things with risk



          8         adjustment, as Todd mentioned.  The way risk



          9         adjustment works is they didn't want people --



         10         anyone who's been around for a while might



         11         remember the old golden rule in New York.  They



         12         used to -- when HMOs were first introduced they



         13         would peel off all the young and healthies and



         14         make a million dollars.  They didn't want



         15         people doing that, selecting all the healthy



         16         risk, and so what they said was if you have a



         17         healthier population than another carrier we're



         18         going to use a formula so that you pay them



         19         some money so that when you're selling these



         20         you're not trying to target the young and



         21         healthies.  That's what risk adjustment is



         22         about.
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          1              It is a forecast, two years, so there's a



          2         lot of variability and we're working with MIA



          3         to come to a reasonable number, and that



          4         certainly is impacting some of this.  You can



          5         imagine the PPO being so sick receives a lot of



          6         risk adjustment, and it does, and that can vary



          7         a lot, so that's certainly one of the factors



          8         we're looking at.



          9              Trend is another one.  Trend is the



         10         measure of how much we think the cost per



         11         service and utilization of those services is



         12         going to increase over time separate from how



         13         sick the population is, and that's certainly



         14         something we're looking at and something I'm



         15         going to talk about when I get to small group



         16         now.



         17              Moving to small group, it is much, much



         18         more stable.  The proposed increases that



         19         CareFirst has put in for 2019 are 4.7 percent



         20         for HMO and 3.5 percent for PPO, so those are



         21         low, single-digit increases.  As I mentioned



         22         trend is a very important factor here, and its
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          1         something that Lewis & Ellis, one of the



          2         factors that Lewis & Ellis will be reviewing.



          3         From our perspective we consider it an



          4         important factor for the following reasons.  As



          5         Todd mentioned, most of the groups renew in the



          6         fourth quarter, and that has to do with



          7         something that happened way back in 2015 that



          8         caused early renewals.  So what that means is



          9         when those groups renew in the fourth quarter



         10         of 2019 they're going to get an annual contract



         11         which locks in their rates well into 2020 in



         12         the third quarter.  So when we're working on



         13         rates right now we're locking in a lot of



         14         revenue all the way through the end of 2020,



         15         and trend is one of the numbers we're going to



         16         want to really look at.  If our trends are too



         17         low we've just locked in revenue for way in the



         18         future and there's nothing we can do.



         19              Now, what if they're too high?  Well, ACA



         20         has a mechanism in place for that, it's called



         21         MLR rebates, and Todd alluded to it a little



         22         bit with regard to an 80 percent loss ratio,
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          1         which is claims over premium.  If a carrier has



          2         basically prices too high and they make too



          3         much money, we got to give it back.  So there's



          4         an upside, you know, if you make too much you



          5         got to give back; no down side, if you don't



          6         have enough, you don't get someone giving you



          7         any money.  So that's one of the things we have



          8         to consider, especially as we're locking in



          9         rates so far into the future.  We want to make



         10         sure these rates are adequate, but not



         11         excessive.  And as I said, we understand Lewis



         12         & Ellis will be looking at some of our small



         13         group assumptions, including trend, and we look



         14         forward to working with them on that.



         15              So that ends my portion.



         16              MR. SWITZER:  So as you know, Standard &



         17         Poors talking about stability in the individual



         18         market, it's a little bit of a while ago, April



         19         of '17, but they summarize, said:  Publicly



         20         available data for BlueCross & BlueShield



         21         insurers we expect a five-year path to



         22         stability.  2018 would be year five and we
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          1         are -- the last part of their quote is:  We're



          2         seeing the first signs in 2016 that this market



          3         could be manageable for most health insurers.



          4         So my question is you alluded to it in the fact



          5         that the 18.5 is the lowest in the lineup, and



          6         that was great, is it your opinion that there's



          7         cautious optimism that leaving the PPO aside,



          8         which is, I think, a distinctly different case,



          9         there could be some movement toward stability



         10         or any feedback along some -- I know there's



         11         lots of opinions about whether the market is



         12         stabilizing or not, this is one that is in this



         13         camp.  Any feedback or thoughts about that



         14         possibility, please?



         15              MR. BERRY:  Yeah, so let me give you my



         16         opinion, and again this is just my opinion, not



         17         necessarily CareFirst's opinion, as I think



         18         about this and read about it.  I think it's



         19         possible.  I think that there's some unique



         20         things to Maryland that may have put us on,



         21         outside of the scope of what they're talking



         22         about, and let me give you an example.  Florida
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          1         Blue down in Florida, they made money in the



          2         ACA every year, and the reason why it started



          3         with what's called a narrow network.  So they



          4         basically came in and said, okay, we're going



          5         to cut out a bunch of hospitals, we're going to



          6         have a lot fewer doctors, we're going to



          7         negotiate better deals with those doctors, and



          8         that's how we're going to build our ACA



          9         products.  So when it came out in the first



         10         year their rates were a lot lower than they



         11         otherwise would have been, okay, because they



         12         made all those deals with the narrow network,



         13         which meant they didn't lose as many healthy



         14         people.  They did that the first year and



         15         they've been able to maintain that.



         16              If you look at the states that have had



         17         success, it's the states that started off with



         18         narrow networks.  It's also the states that



         19         have a very high proportion of what's called



         20         subsidized members on the exchange.  They get,



         21         you know, their premium subsidies which



         22         immunes, helps you have immunity from rate
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          1         increases.  My recollection, and again, you



          2         know, everyone can test this, my recollection



          3         is that Maryland has a pretty high percent of



          4         off-exchange members, which means they are not



          5         immune from these rate increases and tend to



          6         drop put.



          7              So that's why I think that article that



          8         Todd was referencing, I think that's right for



          9         a lot of the states, like Florida and others,



         10         and maybe at the time that article applied a



         11         little less to Maryland.  Having said that,



         12         setting aside PPO, the fact that we were able



         13         to file an 18.5 percent increase for BlueChoice



         14         does give me hope, because that's in the



         15         ballpark.  If we can get the 1332 approved and



         16         we can actually bring those rates down some,



         17         then I think we're starting to talk about a



         18         positive future.



         19              Thank you.



         20              MR. SWITZER:  Next we have Mr. Murayi from



         21         Aetna, please.



         22              MR. MURAYI:  Hello.  Good afternoon, my

�

                                                                43







          1         name is Regis Murayi, I am here from Aetna, and



          2         I am here to talk about our filings.  We have



          3         two entities for Aetna, and they are both in



          4         the small group market, so no individual.



          5         Everything I talk about today will be for small



          6         group.



          7              For our HMO entity, our average rate



          8         increase is 10 percent, for our or PPO our



          9         average rate increase is 9 percent.  We filed



         10         three plans for both entities, offered both on



         11         and off exchange.  So I'll note that these rate



         12         increases are average rate increases.  The



         13         exact change will depend on what benefit plan



         14         an individual chooses, the members that



         15         contract, the members' group contract, the age



         16         and family size for the enrolling employees,



         17         and employer contributions.  So what I stated



         18         there earlier is a range, and it will vary.



         19              In developing these rates we take our



         20         historical claims experience from 2017 and



         21         project that forward to 2019.  So for



         22         simplicity, as I pointed out earlier, we have
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          1         10 percent for HMO, 9 percent for PPO.  Going



          2         forward, let's assume an average of 9 percent.



          3              For these rate increases, there are five



          4         main drivers that drive this rate increase.



          5         First, medical costs go up; second, plan design



          6         changes; third, our estimate of the average



          7         morbidity in the ACA market; fourth, changes in



          8         fees; and then fifth, call it a catch-all



          9         bucket that includes a number of small items



         10         that don't impact the rates as much.  I'll go



         11         into details of those five drivers now.



         12              So first, medical costs go up.  We expect



         13         total medical costs to go up from '17, what our



         14         experience was, to 2019.  Medical costs go up



         15         for a number of reasons, but for two main



         16         reasons:  First, providers raise their prices,



         17         and, second, members get more medical care.



         18         For small employers in Maryland, some examples



         19         of increasing medical costs we've experienced



         20         in the last 12 months include the cost of



         21         prescription drugs going up, also includes the



         22         use of physician services in Maryland.
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          1              Second, another impact to our rates is for



          2         plan design changes.  So changes to cost



          3         sharing for some plans from our 2018 offering



          4         to 2019 were made to comply with actuarial



          5         value requirements, and/or to make the plans



          6         more attractive to consumers.  So those plan



          7         design changes have an impact on the rates that



          8         we file.



          9              Third, I said the estimate of the average



         10         morbidity.  So our estimate of the average



         11         population health, so the average morbidity, in



         12         the ACA risk pool, as well as our estimate for



         13         risk adjustment transfers, have impacts on the



         14         rates.  We expect that the average morbidity in



         15         the small group market will increase from 2018



         16         to 2019.



         17              Fourth, changes in fees have an impact on



         18         our rates, so we have a slight decrease to our



         19         rates due to changes in fees.  So the Federal



         20         Health Insurer Fee was eliminated and so that



         21         has a downward impact, offset somewhat by the



         22         Maryland Specific Health Insurer Provider Fee
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          1         Assessment.  In combination that still leads to



          2         a decrease in our rates.



          3              Finally, I said the catch-all bucket.  We



          4         have a bucket for impacts to rates that mainly



          5         includes our experience differing from what we



          6         had initially priced in 2018.



          7              So with that, we also wanted to use this



          8         opportunity to update you on what Aetna is



          9         doing to keep premiums affordable.  We are



         10         taking a number of steps to keep our products



         11         as affordable as possible and to address the



         12         underlying cost of healthcare.  Among these



         13         include we are developing new agreements with



         14         healthcare providers that base provider



         15         compensation on the quality of care that's



         16         delivered, rather than the quantity of



         17         services.  Second, we're creating medical



         18         management programs that address potential



         19         health issues for members earlier and improving



         20         their health outcomes.  Third, we're working to



         21         reduce the ability of out-of-network providers



         22         to collect unreasonably excessive payments for
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          1         services they provide.



          2              Aetna is dedicated to increasing



          3         transparency within the healthcare system and



          4         helping members best utilize the plans that



          5         they have.  Members can access Aetna Navigator,



          6         which is a secure member site, website, which



          7         allows them to research their specific plan



          8         benefits, healthcare providers in a given area,



          9         and in some locations the actual cost of the



         10         healthcare services that they're going to



         11         obtain.



         12              With that, I just want to thank you for



         13         the opportunity to be transparent in our rate



         14         development.



         15              MR. SWITZER:  Thank you very much.



         16              MR. REDMER:  I've got a couple.  First,



         17         for anybody on the phone, if you could refrain



         18         from putting us on hold we would appreciate



         19         that.



         20              Two things:  You mentioned at some point



         21         in your presentation you were projecting



         22         increased physician usage, I think was the term
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          1         you used, and you also mentioned increased



          2         morbidity.  I'm curious why you believe that



          3         the morbidity is going to increase and by how



          4         much, and then secondly if you can elaborate on



          5         the increased usage of physicians.



          6              MR. MURAYI:  Yes, I'll take your first



          7         question.  I would say we're -- we see an



          8         increase in physician utilization, so generally



          9         as we look year over the year the amount of



         10         medical care that actually occurs we have seen



         11         physician utilization increase.  We expect that



         12         to continue in the future.



         13              Second, your second question was about the



         14         average morbidity.  So for the small group



         15         market we are expecting a slight increase in



         16         the average morbidity of the small group ACA



         17         risk pool, and that has -- because of that that



         18         has an impact on our rates as we relate to the



         19         average.  The magnitude is in the low single



         20         digits.



         21              MR. REDMER:  But what is it that you're



         22         seeing that causes you to believe that the
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          1         morbidity's actually going to increase?



          2              MR. MURAYI:  Our analysis is based off of



          3         historical evidence, or historical experience



          4         and then we project that forward.  You know,



          5         it's our opinion as we look at the, just the



          6         average composition of the market that leads to



          7         an average increase in small group morbidity.



          8              MR. REDMER:  Thank you.



          9              MR. SWITZER:  So I noticed that enrollment



         10         dropped from last year to this year by about



         11         33 percent.  I know that the brand recognition



         12         for Aetna is very good, and my question is with



         13         that enrollment pattern declining and the rates



         14         being relatively higher than others in the



         15         market is there a strategy, or maybe that's not



         16         the right word, but to grow, or are you



         17         expecting to still shrink in enrollment in



         18         Maryland?  Or if there's any thoughts you can



         19         share about the presence in Maryland and the



         20         direction you're going and want to go, that



         21         would be appreciated.



         22              MR. MURAYI:  Yeah, unfortunately I can't
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          1         speak about the overall strategy in the market.



          2         I will say that for our premium rate



          3         development we, you know, we look at the costs,



          4         the underlying costs that we are incurring, and



          5         we project it forward for a rate that we



          6         believe to be reasonable in the marketplace.



          7              The strategic question is outside of my



          8         realm of responsibility.



          9              MR. SWITZER:  Sure, thanks.



         10              Last question from me.  I notice that the



         11         broker costs are relatively small, $3 per



         12         member per month.  Are the brokers not relied



         13         heavily upon for this market in Maryland?



         14              MR. MURAYI:  We set broker compensation



         15         amounts every year, and, you know, as you noted



         16         they're relatively lower.  So, you know, that's



         17         just the compensation structure that we've set



         18         out with those brokers.



         19              MR. SWITZER:  Okay.  Thank you.



         20              MR. REDMER:  On the left.



         21              AUDIENCE MEMBER:  Is the morbidity rate



         22         projected for ACA in any way affected by
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          1         Aetna's transition towards the self-funded



          2         model for small group?



          3              MR. MURAYI:  Let me make sure I heard the



          4         question correctly.  You said is it affected in



          5         any way by a transition to a small group



          6         market?



          7              AUDIENCE MEMBER:  Towards the self-funded



          8         model.



          9              MR. MURAYI:  To the self-funded models?



         10         So we look at the average of the current



         11         composition of the ACA risk pool and we



         12         consider things, you know, risks going forward



         13         that may change the composition of the market.



         14         So, you know, first we look at the average



         15         morbidity in that pool, but also things that,



         16         you know, things that may change, new things on



         17         the landscape that will change the definition



         18         of that marketplace.



         19              So, yes, we consider all those pieces in



         20         the projection of our morbidity.  To parse that



         21         out, we generally look at it in the aggregate



         22         and make a projection forward for overall how
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          1         we think that will affect the market dynamics.



          2              MR. SWITZER:  Morbidity is one of the key



          3         assumptions we're kind of in the middle of our



          4         deliberation with Aetna on, so that's one of



          5         the factors, that's one of the key ones that



          6         we're asking for more information and working



          7         toward assent.



          8              Is there another question?  Go ahead.



          9              AUDIENCE MEMBER:  (Inaudible.)



         10              MS. GRASON:  Speak up a little bit.



         11              MR. SWITZER:  I'm sorry, would you please



         12         speak up a little.



         13              MS. GRASON:  Stand and speak.



         14              AUDIENCE MEMBER:  Since we're talking



         15         about --



         16              MR. SWITZER:  I'm sorry, would you please



         17         stand up and speak a little louder for the



         18         Court Reporter and everybody.  I'd like to



         19         hear.



         20              AUDIENCE MEMBER:  Since you're talking



         21         about the prescriptions, is it appropriate to



         22         ask a pharmacy question?
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          1              MR. SWITZER:  Sure.



          2              MR. REDMER:  Related to the ACA, sure.



          3              AUDIENCE MEMBER:  (Inaudible.)



          4              MR. REDMER:  Can you repeat that?



          5              MR. MURAYI:  Yeah, and correct me if I get



          6         this wrong.  Your question was for our plans,



          7         what are the preferred pharmacies that we offer



          8         as part of our medical benefit?



          9              AUDIENCE MEMBER:  Yes.



         10              MR. MURAYI:  Unfortunately I don't have



         11         that answer right now, but we can follow up



         12         with you afterwards if you would like.



         13              MR. SWITZER:  Thanks again.



         14              MR. MURAYI:  All right.  Thank you.



         15              MR. SWITZER:  I know that Kaiser is



         16         calling in from Portland, Oregon, and I had a



         17         request, I want to accommodate that.  So



         18         Kaiser, if they can go next, if that's all



         19         right with United.  I'll do the slides.



         20         Mr. Liebert, whenever you're ready.



         21              MR. LIEBERT:  All right, thank you.  Thank



         22         you for your patience and thank you for letting
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          1         me participate.  My name is Dave Liebert and



          2         I'm an actuary with Kaiser Foundation Health



          3         Plans here in Portland, and I've worked on the



          4         Maryland individual rate filings for three or



          5         four years now and so I'm going to present on



          6         both the individual and the small group rate



          7         filings.  Unfortunately Rob Picker, the actuary



          8         on the small groups filing, could not be here



          9         today, but I'm going to present on his behalf.



         10              So on the first slide, or actually I guess



         11         it's the second slide, on the components of the



         12         rate change for the small group ACA filing, you



         13         can see that we are -- we have filed a



         14         3 percent rate change, actually a 3.3 percent



         15         rate change, and this is on a -- we have



         16         approximately 9,000 members in the market as of



         17         February 2018, which is about a 3 percent



         18         market share, and we have 44 plans covering all



         19         the metal tiers from Bronze, Silver, Gold and



         20         Platinum, and they are all HMO plans, and we



         21         have seen a slight decrease over the years in



         22         our experience.
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          1              So as you can see from our slide, the



          2         projected claims expenses are actually a little



          3         lower than they have been in the past, and this



          4         is leading to a slight reduction effect in our



          5         rates.  But to counter that we are projecting a



          6         higher risk adjustment transfer out, and so the



          7         balance of that is a 3.3 percent rate change.



          8              Additionally, there's the new Maryland



          9         state assessment for 2019, which is about a 2.4



         10         percent increase, countered by the moratorium



         11         on the Health Insurance Provider Fee, which is



         12         a 1 percent decrease for us.  So as I said,



         13         overall we're at about a 3.3 percent rate



         14         increase.



         15              So any questions on our small group rate



         16         filing?  I didn't prepare much because there's



         17         not -- we're a pretty small piece of the market



         18         and it's a pretty small rate change request at



         19         the moment.



         20              MR. REDMER:  We're good.



         21              MR. LIEBERT:  All right.  So then moving



         22         on to the individual market on slide 3, what we
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          1         see here is a graph that shows that we are, for



          2         the on-exchange market we're about 40



          3         percent -- I'm sorry, 46 percent of the



          4         on-exchange market in Maryland, about



          5         35 percent overall, and this is as of early



          6         2018.  2017 we were overall about 28 percent of



          7         the total market, so we have grown



          8         substantially even just from 2017 to 2018, and



          9         the growth has been pretty substantial since



         10         the beginning of the ACA, and one of the



         11         problems with that is that it does affect our



         12         ability to project the morbidity of our



         13         membership.  By the time we file the rates, for



         14         example in this case by the time we file the



         15         rates for 2019 we really don't know what our



         16         2018 membership looks like and we know that



         17         it's different than our 2017 membership, and so



         18         we're projecting through a year that has pretty



         19         substantial changes.  So, you know, we do the



         20         best we can with that, but it does present



         21         some, just some instability in the actual rate



         22         projections.
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          1              But for 2018 we have approximately 74,000



          2         members as of February 2018, which again as I



          3         mentioned is about 35 percent of the overall



          4         market share.  We have 13 HMO plans covering



          5         all the tiers, Catastrophic, Bronze, Silver,



          6         Gold and Platinum, and our original filing was



          7         for 37.5 percent, and through some of the



          8         objections and some updates to the risk



          9         adjustment projections right now the rate



         10         increase request is at 34.75 percent.



         11              So moving on to -- this is actually



         12         Exhibit 4, or Slide 4 shows our, actually shows



         13         our original rate increase of 37 percent



         14         compared to the CareFirst rate increase



         15         request, which, as Pete Berry mentioned



         16         earlier, are 91 percent and 18 percent for an



         17         overall average on the market of 30 percent.



         18         And again, our revised rate increase right now



         19         is lower than shown here.



         20              Then if we go on to Slide 5, this shows



         21         the components of the rate change.  So unlike



         22         the small group market, we are seeing fairly
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          1         substantial increases in our claims expenses,



          2         and we can attribute this to a variety of



          3         things.  A major thing that we know is playing



          4         out in this market is just the effect, we



          5         assume it's the effect of the, partially the



          6         effect of the individual mandate going away,



          7         but it's also just the increase, the main



          8         increases over the last couple of years are



          9         driving people out of the market and this is



         10         causing the healthy people to leave, and to the



         11         overall we've seen the market size drop fairly



         12         substantially over the last couple of years.



         13         Here I show that it's a 13 percent reduction



         14         from, in the market as a whole from 2017 to



         15         2018.  And it sounds like we have the hold



         16         music back in play so I apologize, that's not



         17         my music.



         18              MR. REDMER:  Poor music, to say the least.



         19              MR. LIEBERT:  So the components of -- I'm



         20         sorry, can you hear me, because I --



         21              MR. REDMER:  We can, we can, or at least I



         22         can.
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          1              MR. LIEBERT:  Okay.  The hold music is



          2         getting very loud for me.  I'm sorry, this is



          3         very distracting.



          4              The components of our rate change, as I



          5         said we're estimating a 14 percent increase due



          6         to the increased claims expenses, and that's a



          7         big part due to the reduction in the market and



          8         the departure of healthy members, and



          9         additionally we're projecting about 20 percent



         10         of our rate increase is due to risk adjustment



         11         transfer increases.  For 2017 we had about $115



         12         per member per month that we paid into the



         13         market for risk adjustment, and due primarily



         14         to the increases in the premiums and the



         15         effects that they have on the formula we are



         16         projecting that the 2019 risk adjustment will



         17         be $199 per member per month, which as shown



         18         here has about a 20 percent impact on our



         19         rates.



         20              And then we also have an impact, a slight



         21         impact from fees, such as the Maryland state



         22         assessment, the new Maryland state assessment,
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          1         and then the moratorium on the Health Insurance



          2         Provider Fee.



          3              And then moving on to Slide 6, we have an



          4         exhibit showing our relative rates of our



          5         cheapest plans in each of the metal tiers to



          6         the CareFirst HMO and CareFirst PPO plans, and



          7         as you can see here other than in the



          8         catastrophic tier those rate increases still



          9         maintain the Kaiser premiums as the lowest in



         10         the market.



         11              That is the end of my presentation.  I



         12         don't know if there are any questions you may



         13         have.



         14              MR. REDMER:  David, thank you for



         15         struggling through that.  I can assure you



         16         we're going to launch an investigation to see



         17         if somebody from CareFirst put you on hold.



         18              Anybody have any questions for Dave?



         19              MR. SWITZER:  Yeah, Mr. Liebert, thanks



         20         again.  For the individual market you had



         21         shared in Annapolis, and other places, that the



         22         underwriting gain/loss in 2015 was negative
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          1         40 percent and negative 30, and then you



          2         projected --



          3              MR. LIEBERT:  I'm sorry, I'm hearing about



          4         every other word.



          5              MR. SWITZER:  So just back for a second to



          6         the theme of rate stability or the potential



          7         for it in the individual market.  We know that



          8         losses have been in the 40 to 30 percent in the



          9         past, '15 and '16.  I know in the fall either



         10         projected a '17 underwriting loss of negative



         11         13 percent of revenue and you have provided



         12         that that's come in about minus 6.  Is there



         13         any early indications that '18 is on the same



         14         kind of path toward improvement, as much as you



         15         can share directionally?  I know that the rate



         16         increase with the CSRs defunded was about



         17         43 percent.  So just trying to look to '18 to



         18         see if that progression toward stability is



         19         playing out at all in '18.



         20              MR. LIEBERT:  So in 2018 the Kaiser rate



         21         increase with the CSR changes was about 32.9



         22         percent, and unfortunately that's not leading
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          1         to the profitability or the stability in this



          2         market for us because at the same time as a



          3         large rate increase we also are paying out more



          4         in risk adjustment than we had anticipated, and



          5         that is while our claims expenses are on track



          6         for where we thought they should be our



          7         non-claims expenses, which is in this case the



          8         risk adjustment, are much higher than were



          9         anticipated, than we originally anticipated



         10         with the rate filing.



         11              MR. SWITZER:  Okay.  Thanks.



         12              And just on the small group market, you



         13         mentioned the market share, I know you've taken



         14         some steps to be competitive there.  It seems



         15         like growth is part of the plan for the small



         16         group market.  Would that be relatively



         17         accurate, enrollment growth?



         18              MR. LIEBERT:  Yes, it is, that is accurate



         19         to state.



         20              MR. SWITZER:  Thank you.



         21              All right.  From there we'll go to



         22         Mr. Morgan, please, from United.
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          1              MR. MORGAN:  Good afternoon.  My name is



          2         Ryan Morgan, I'm an Actuarial Director with



          3         UnitedHealthcare, and I'm here today to present



          4         our proposed Maryland small group rates for our



          5         four legal entities, which are UnitedHealthcare



          6         Insurance Company, UnitedHealthcare of the



          7         Mid-Atlantic, Optimum Choice and MAMSI Life and



          8         Health Insurance Company.



          9              Before we get into 2019 rates, please



         10         allow me to briefly discuss our recent rate



         11         history to provide some context.  Our Maryland



         12         small group block has seen low rate increases,



         13         and even some decreases in recent years.  For



         14         2018 our file rate increase averaged just 0.2



         15         percent across all four legal entities.  In



         16         2017 rates reduced 2.6 percent, and rate



         17         increases for this block were negative or in



         18         low single digits in the years prior as well.



         19              In 2019 across all of our legal entities



         20         we are proposing a total of 84 plans; ten



         21         Platinum, 36 Gold, 33 Silver, and five Bronze,



         22         but half of these plans are available both on
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          1         and off exchange, and the other half are sold



          2         off exchange only.  For small group business in



          3         2019 we filed for a rate increase of



          4         13 percent, as was stated.  And please note



          5         rate changes vary by plan, and other things



          6         like census changes can influence those as



          7         well, so for any given group obviously it could



          8         be significantly higher or lower than that,



          9         just to give that caveat.



         10              So the main drivers were base rate changes



         11         and trend, which was approved in 2018 for



         12         5 percent and was filed at 7.3 percent for



         13         2019.  We didn't propose any changes to age or



         14         area factors in any of these filings.



         15              I guess the one other thing I wanted to



         16         mention is Maryland's, the health insurance tax



         17         that others mentioned as well has an impact on



         18         rates.  So in some other states with the ACA



         19         fee moratorium there was a decrease for that,



         20         and so in Maryland this new tax almost exactly



         21         offset the impact of that going away so there



         22         was really no change in Maryland for that.
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          1              So that's really all I had prepared here.



          2         Hopefully that summary was helpful, and thank



          3         you for the opportunity to present today.  At



          4         this time I'd be happy to address any questions



          5         that you may have.



          6              MR. SWITZER:  Thank you very much.



          7              So I noticed that enrollment growth has



          8         been swift, so it was 33 percent, 38 percent



          9         enrollment growth, and a 13 percent increase,



         10         as you mentioned, is about a flat increase for



         11         2018.  Has there been concern about, or



         12         anything you're seeing of who you're attracting



         13         to want to slow down that growth, or is



         14         something in the rate increase that would, that



         15         you've seen from who you brought on that would



         16         lead to the 13 percent, please?



         17              MR. MORGAN:  I don't know specifically



         18         what -- you're saying, I think, with just the



         19         reality of our increase versus the others it's



         20         likely the growth would slow at least --



         21              MR. SWITZER:  Yes.



         22              MR. MORGAN:  -- or it depends how other
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          1         carriers' filings are finalized.  But, yeah, I



          2         wouldn't expect the pace of growth we had to



          3         continue, but I still think we may continue to



          4         grow depending on where everyone lands.



          5              MR. SWITZER:  Sure.



          6              As related to the Tax Cuts and Jobs Act,



          7         has there been any quantification of how that's



          8         affected your RBC for '18, out of curiosity?



          9              MR. MORGAN:  I'm not -- I guess I'd have



         10         to get back to you on that.  I'm not aware



         11         offhand.



         12              MR. SWITZER:  Sure.



         13              MR. MORGAN:  I mean, you know, given the



         14         size of United, and many of the other companies



         15         as well, I don't think that would be a huge



         16         concern, but I can certainly confirm that for



         17         you.



         18              MR. SWITZER:  That would be great.  For



         19         Maryland specifically?



         20              MR. MORGAN:  Yep.



         21              MR. SWITZER:  Great.



         22              MR. MORGAN:  Thank you.
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          1              MR. SWITZER:  Thank you.



          2              MR. REDMER:  All right.  That's it for the



          3         carriers, and let's see who has signed up to



          4         speak.  Russ Mirabile?



          5              MR. MIRABILE:  I'm going to waive that



          6         now.



          7              MR. REDMER:  You're going to waive, okay.



          8              MR. MIRABILE:  Thank you, though.



          9              MR. REDMER:  Sure.



         10              I assume if it's the carrier folks they



         11         are not interested, they've already spoken,



         12         correct me if I'm wrong.  Beth Sammis, Consumer



         13         Health First.



         14              MS. SAMMIS:  Thank you for the opportunity



         15         to offer a consumer voice to the rate review



         16         process.  My name is Beth Sammis and I am the



         17         President of Consumer Health First.  Consumer



         18         Health First submitted written comments to you



         19         via your website, which I distributed to you



         20         and your staff today.  This testimony is



         21         submitted on behalf of 40 advocacy



         22         organizations and individuals, about 20
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          1         organizations and 20 individuals.



          2              I want to -- I'm not going to bore you



          3         with all of the testimony, but I do want to



          4         highlight a few of our key points, and before I



          5         begin I want to expressly thank you,



          6         Mr. Commissioner and your staff, for publicly



          7         affirming and doing so again here today that



          8         you would consider the experience and impact of



          9         high-risk members, carriers' programs to manage



         10         care and improve health outcomes, and



         11         CareFirst's statutory mission when reviewing



         12         2019 rates.  We're very grateful for you for



         13         doing that.



         14              We understand the rates before you today



         15         will significantly change if Maryland receives



         16         the State Innovation 1332 Waiver, and we, like



         17         the carriers, are cautiously optimistic that



         18         this will be approved and carriers will then



         19         file new rates based on anticipated reinsurance



         20         payments.  We do not believe, though, that it



         21         is in consumers' interests to simply rely on



         22         reinsurance to lower premiums for next year.
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          1         We must do as much as possible beyond



          2         reinsurance to lower premiums for all



          3         consumers.



          4              As you know, the individual mandate will



          5         no longer apply in 2019, and with premiums well



          6         beyond what's affordable for consumers who do



          7         not qualify for federal subsidies we run the



          8         risk that the gains we've made in expanding



          9         insurance coverage since 2014 will be lost.



         10              In 2013, 11 percent of all Marylanders



         11         below the age 65 were uninsured, today that's



         12         down to 6 percent.  For consumers who do not



         13         qualify for federal subsidies, those with



         14         incomes over 400 percent of the federal poverty



         15         level without access to employer-based



         16         insurance year over year increases of 20 to



         17         40 percent have resulted in unaffordable



         18         premiums, as Todd has documented here today.



         19         We're concerned these consumers will now make



         20         the bet that they won't need healthcare



         21         services, particularly the young and the



         22         healthy, with them more likely to forego buying
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          1         healthcare coverage because of the loss of the



          2         individual mandate.  These decisions will place



          3         individuals at personal financial risk, as well



          4         as their families --



          5              MR. REDMER:  Excuse me.  For those of you



          6         that are on the phone, if you could please



          7         place us on mute we would appreciate it.  Thank



          8         you.



          9              MS. SAMMIS:  -- as well as place our



         10         state's innovative delivery systems models at



         11         risk if the number of uninsured goes



         12         dramatically up.



         13              So this year Consumer Health First looked



         14         at the data provided in the rate filings for



         15         the years 2013 to 2017.  Yes, I am a nerd, I



         16         admit that, and I'm a little bit -- I'm always



         17         worried about my math because I'm a



         18         sociologist, not a mathematician, but I'm glad



         19         to hear that much of what CareFirst and Kaiser



         20         had to say here today reinforces my



         21         conclusions.  So I guess that's good.  Maybe it



         22         means there's some truth, huh.
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          1              The data indicates that Maryland has a



          2         stabilizing market for HMOs and a continuing



          3         challenged market for PPOs.  As shown on Page 3



          4         of our written comments, the membership in the



          5         HMO products has grown for both CareFirst and



          6         Kaiser since 2013.  Premiums for CareFirst HMO



          7         product cover about the same amount for



          8         healthcare services now as in 2013, with about



          9         94 cents of every premium dollar going to pay



         10         for healthcare services.



         11              Premiums for Kaiser's HMO didn't cover



         12         healthcare services in 2013, but now Kaiser



         13         collects more in premiums than needed to cover



         14         healthcare services, and so we ended up



         15         concluding that things have in fact gotten



         16         better and were on their way to stability



         17         before we won't get into everything that has



         18         happened since 2016.



         19              By contrast, CareFirst PPO has, have lost



         20         about half their members since 2013 and



         21         premiums no longer cover the cost of healthcare



         22         services, as shown on Page 4 of our written
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          1         testimony.  CareFirst spends more for claims



          2         for healthy PPO members than it does for



          3         healthy HMO members.  So even though they are



          4         both classified as being healthy, the PPO



          5         members cost more than the HMO members, and we,



          6         of course, think that this matters, that there



          7         is a difference in costs.  The greater the



          8         difference in premiums and claims between the



          9         HMOs and the PPOs the higher the risk



         10         adjustment payment the HMOs must make.  I do



         11         realize that CareFirst HMO will receive some



         12         risk adjustment payment this year, but 93



         13         percent of the total amount that was collected



         14         from Kaiser for risk adjustment will go to the



         15         PPOs and not to the two HMOs.



         16              Unless we figure out how to minimize the



         17         difference between the HMO and PPO premiums and



         18         claims, consumers will pay high premiums even



         19         with the reinsurance program.  In fact, we



         20         think this dual market of HMOs and PPOs is



         21         unusual across the country, and may be the key



         22         factor for why our market has not stabilized as
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          1         much as other states, and we have a



          2         recommendation for that at the end.



          3              For this reason we ask you to direct



          4         CareFirst to answer a series of questions about



          5         its PPO products, and I appreciate the fact



          6         that they did some of that here today, but



          7         there are additional questions that we would



          8         like answered.  For example:  Do out of network



          9         claims drive up overall claim costs in the PPO?



         10         Is that part of what explains the difference in



         11         the claims costs between healthy PPO members



         12         and healthy HMO members, or are the fee



         13         schedules slightly different between the PPOs



         14         and the HMOs.  It's quite possible they have



         15         one fee schedule, but it's also possible they



         16         have multiple schedules for the two products.



         17              One way to reduce the difference in



         18         premium between the PPOs and HMOs is for



         19         CareFirst to continue to heavily subsidize the



         20         PPO in 2019, basically at the same level that



         21         they subsidize the PPO in 2018, and the best



         22         way to do this is to require CareFirst to
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          1         assume the same medical loss ratio it had in



          2         2017, 98 percent, I know that's rather



          3         shocking, when building its rates for 2019.



          4         But I have some specific reasons for why we



          5         think from a consumer perspective it's



          6         appropriate for CareFirst to continue to lose



          7         money at such a high rate for 2019, and I'll



          8         harken back to the words of then CEO of



          9         CareFirst, Chet Burrell, when he stated in 2013



         10         about the individual market, quote:  We're not



         11         expecting to make money, we're expecting to



         12         lose money.  If we're going to lose it, we're



         13         going to lose it on behalf of subscribers and



         14         the community.  And we would ask you to



         15         continue to ask CareFirst to do that for at



         16         least one more year, and one of the reasons we



         17         ask CareFirst to do that is because of their



         18         strong financial position.  This position makes



         19         it possible for them to continue to lose money,



         20         particularly in the PPO product, for an



         21         additional year.



         22              On Page 6 of our written testimony we
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          1         present data from CareFirst annual reports on



          2         its capital and surplus levels from 2009 to



          3         2017.  While CareFirst certainly lost money on



          4         its individual health insurance business, its



          5         capital and surplus position has markedly



          6         improved since the enactment of the Affordable



          7         Care Act.  Today its capital and surplus levels



          8         are high, with 642 million in the Maryland



          9         Blues and $1 billion in the D.C. Blues.



         10              These companies now have over 1,000



         11         more -- 1,000 percent of risk-based capital,



         12         more surplus and capital than is needed to



         13         remain solvent.  Moreover, thanks to federal



         14         tax reform, industry sources report that



         15         CareFirst will receive a $78 million federal



         16         tax windfall for this year.  Their tax windfall



         17         we would expect to be much higher than it would



         18         be for the for-profit insurers.  The tax code



         19         made an explicit change to how taxes would be



         20         collected for the Blues plans, and I believe



         21         that CareFirst is on the low side of what the



         22         windfall will be for Blues across the country.
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          1              For the good of all consumers dependent



          2         upon the individual market, as well as our all



          3         payer hospital system, we urge you to direct



          4         CareFirst to assume a 98 percent loss ratio



          5         when building its 2019 rates for its PPO



          6         products.  We understand both the state



          7         reinsurance program and high subsidization in



          8         the individual market by CareFirst may not be



          9         sustainable in the long run, or even more



         10         sustainable than one or two years.



         11              Consumer Health First looks forward to



         12         working with the Health Insurance Coverage



         13         Protection Commission to explore longer-term



         14         solutions.  For us these include two things:  A



         15         state individual mandate, as well as an option



         16         for Maryland consumers to buy into Medicaid or



         17         into the State Employee Benefit Program.



         18              We also believe it is time to consider



         19         whether it is in the consumers' interest for



         20         CareFirst to continue to offer a PPO product.



         21         We understand that by statute CareFirst's two



         22         Blues plans, a CFMI and GHMSI, are required to
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          1         offer coverage in the individual market and it



          2         is not possible for them to withdraw, but we do



          3         not believe that there is anything in the



          4         statute that requires these two companies to



          5         offer a PPO.  In effect PPOs by law are



          6         authorized to offer exclusive provider



          7         organizations that mimic HMO coverage on a PPO



          8         license.  EPO plans may be better suited to



          9         meet the access, quality and affordability



         10         needs of consumers in the individual market



         11         than PPO plans.  We ask you to consider this



         12         and to provide public guidance to all of us on



         13         this point.



         14              Finally, we ask you to do what was done



         15         previously in the rate review process, to issue



         16         a detailed decision document.  This would let



         17         consumers know what factors you consider during



         18         rate review, why these justify approval or



         19         modification of the rates, and the state of the



         20         individual market, and I do this as a personal



         21         ploy because otherwise I have to go back



         22         through the SERFF documents in January and they
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          1         are annoying to read.  So I would ask you to



          2         save me from that, and to give all of the



          3         consumers of Maryland the ability to be able to



          4         understand why it was that you reached the



          5         conclusions that you do.



          6              I thank you again for the opportunity to



          7         address you today and to be part of this



          8         important process.  On behalf of Consumer



          9         Health First, I'd like to reiterate that we



         10         look forward to your decision and your



         11         conclusions about the individual market and to



         12         working with you in the future.



         13              MR. REDMER:  Thank you, Beth.



         14              Any questions?  All right.  Appreciate it,



         15         thank you.



         16              Delegate Cullison, did you want to make



         17         any remarks while you're here?  You don't have



         18         to.  It's up to you.



         19              DELEGATE CULLISON:  No, that's all right.



         20         You guys are doing a great job.



         21              MR. REDMER:  All right.  Let's see.



         22         Stephanie Klapper, Maryland Citizens' Health
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          1         Initiative.



          2              MS. KLAPPER:  Sorry, I only have four



          3         copies.



          4              MS. GRASON:  That's all right.



          5              MS. KLAPPER:  Hi, I'm Stephanie Klapper



          6         with Maryland Citizens' Health Initiative.  We



          7         are a nonprofit that works for quality



          8         affordable healthcare for all Marylanders, and



          9         our Maryland Healthcare For All Coalition is



         10         comprised of hundreds of business, labor,



         11         faith, community and other organizations all



         12         across the state.



         13              I first want to thank you, Commissioner,



         14         and for your team for taking comments on the



         15         proposed rates for the market next year, and we



         16         commend Maryland for working to create a



         17         reinsurance program to respond to the high cost



         18         of premiums on the market.  As we've heard



         19         today affordability is a serious concern, and



         20         once the 1332 Waiver is hopefully approved we



         21         encourage the state to use the funds from the



         22         federal government and the $380 million state
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          1         stabilization fund to implement the program as



          2         efficiently as possible to result in the



          3         greatest reduction in premiums for all



          4         Marylanders across the state.



          5              We've heard today from several people that



          6         the loss of enforcement of the individual



          7         mandate at the federal level is going to create



          8         market instability, and we propose creating a



          9         Health Insurance Down Payment Plan at the state



         10         level in response to that.  This plan would



         11         make it so that at tax time when the consumer



         12         is asked did you have quality coverage last



         13         year, if the person says no they would have the



         14         option to either pay a penalty to the state or



         15         instead use that penalty money to instead



         16         purchase health coverage, and we anticipate



         17         that there would be at least 60,000 people in



         18         Maryland who could be able to get health



         19         coverage right then and there for the same



         20         amount of the penalty fee combined with the



         21         federal subsidies, which would bring many more



         22         people into the market stabilizing it, at the
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          1         same time getting many more people covered.



          2              We also heard today that the high cost of



          3         drugs is a contributing factor to increases in



          4         premiums, and so to that effect we would



          5         propose a health insurance -- I'm sorry, a Drug



          6         Cost Commission created at the state level in



          7         order to look at these really, really high-cost



          8         drugs, the ones that cost $30,000 a year or



          9         more, that are really driving premium rates up



         10         and take a look at that and figure out what is



         11         reasonable for Maryland to pay.



         12              So again, thank you very much for this



         13         opportunity to comment, and I'm happy to take



         14         any questions.



         15              MR. REDMER:  Thank you, Stephanie.



         16         Welcome to the first two bill hearings of 2019.



         17              DELEGATE CULLISON:  And maybe you know the



         18         answer, but in terms of the down payment that



         19         would require a state mandate, correct?  And



         20         are we within our purview to -- are we



         21         authorized by the federal government to have a



         22         state mandate for healthcare?
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          1              MR. REDMER:  That's not my bailiwick.



          2         Beth is saying yes, Michele is saying yes.



          3              MR. MORROW:  I think the answer is, and



          4         I'm not 100 percent sure about this, but I



          5         think the answer is the states have been



          6         encouraged to do what they need to do, more



          7         control coming back from the federal government



          8         to the states, and I'll ask Joe maybe if I'm



          9         wrong about this but I do think that they have



         10         said that they would allow states to do



         11         state-based mandates.



         12              AUDIENCE MEMBER:  Yes.



         13              AUDIENCE MEMBER:  And Massachusetts has



         14         had one for years.



         15              MR. MORROW:  Yeah, they've had one since



         16         2007, so.



         17              DELEGATE CULLISON:  Thank you.



         18              MR. REDMER:  All right.  Delegate



         19         Cullison, thank you.



         20              I don't have anybody else that has signed



         21         up to speak, unless I've missed anything.  Yes?



         22              MS. RASWANT:  Maansi Raswant from the
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          1         Maryland Hospital Association.



          2              MR. REDMER:  Sure, sure.  I'm sorry, I



          3         missed you.



          4              MS. RASWANT:  Great, thank you.



          5         Apologies, I came in late, so I may have missed



          6         on the sign-in sheet there.



          7              MR. REDMER:  That's okay.



          8              MS. RASWANT:  So thank you.  Good



          9         afternoon.  Again, Maansi Raswant on behalf of



         10         the Maryland Hospital Association representing



         11         64 hospitals and health systems across the



         12         state.



         13              I want to start off by thanking you,



         14         Commissioner Redmer, and the MIA staff, for the



         15         opportunity to provide our comments, and



         16         honestly also for just the thorough process



         17         that you're undertaking.  I really appreciate



         18         it, and our members do as well.



         19              We did submit written comments earlier



         20         today, so I'll keep my testimony brief, and I



         21         want to say that it is promising to hear that



         22         so much of what I'll outline and cover is being
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          1         planned on being reviewed as part of the



          2         written review process.



          3              So I'll start off with what we know every



          4         year.  This year, again, there is a large



          5         variation in underlying cost trends cited by



          6         the insurers specific to the hospital cost



          7         trends.  Insurers have used rates as high as 3



          8         percent in the individual market and 13 percent



          9         in the small group market.  These projections,



         10         as Todd noted, are inconsistent with the Health



         11         Services Cost Review Commission's recent



         12         approval of the total hospital revenue growth



         13         of only 1.37 percent per capita for fiscal year



         14         2019, and as Todd mentioned we recognize that



         15         all products have unique factors that are



         16         impacting the projected trends.  But again, the



         17         variation is so wide that we believe it



         18         warrants accountability from insurers to



         19         explain exactly how these higher costs and



         20         utilization trends are calculated, so I'm glad



         21         to hear that MIA is undertaking that effort.



         22         And more importantly, insurers should show how
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          1         the hospital savings realized under the model



          2         are passed on to consumers.



          3              In addition, we're seeing high



          4         double-digit increases or increased requests



          5         every year, particularly for the preferred



          6         provider products, as Beth Sammis just



          7         mentioned, and while the independent actuarial



          8         analysis of the MIA Commission last year is



          9         helpful, and I'm glad to hear again it's



         10         happening this year, it doesn't work to



         11         identify the root causes of the trends and



         12         characteristics, and to understand for example



         13         what is driving the constant increase in



         14         morbidity.



         15              To do this, in addition to your expertise



         16         here at the MIA, we'd invite you to look at the



         17         HSCRC's processes to analyze the Medicare



         18         population and to leverage the all-payers



         19         claims database.  It would also be prudent to a



         20         member of any programs insurers have in place



         21         to manage their populations against the higher



         22         increases to understand their effectiveness, so
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          1         I was very happy to see the slide just looking



          2         at the types of programs that insurers have in



          3         place, what their uptick looks like and, Todd,



          4         I agree that it would be great to see that



          5         number increasing every year.



          6              And then to that point I'd like to end by



          7         encouraging the MIA as it works with the Health



          8         Benefit Exchange on the state reinsurance



          9         program to consider the value of care



         10         management incentives.  The reinsurance program



         11         presents a unique opportunity to understand and



         12         address high rate increases by better linking



         13         healthcare coverage and healthcare delivery,



         14         and it would allow the state to create webbers



         15         (phonetic) that impact long-term stability of



         16         the insurance market by increasing quality and



         17         reducing costs, and in addition any reduction



         18         in the cost of care would also decrease



         19         reliance on a reinsurance program.



         20              So as we move to the total cost of care



         21         model, it's increasingly critical that insurers



         22         offer plans that accurately reflect the cost of
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          1         care, pass savings on to consumers, and, more



          2         importantly, facilitate the delivery of care



          3         that meets their needs.  While the model holds



          4         providers accountable for holding costs down



          5         and increasing quality, consumers need



          6         equitable and affordable coverage to access



          7         these high-value services.  After all, it is



          8         the synergy between accountable care and



          9         affordable coverage that has made Maryland a



         10         model in the nation.  Thank you.



         11              MR. REDMER:  Thank you.



         12              Any questions?  I think we're good.



         13              I am going to take questions from the



         14         phone in a second.  Anybody else here have any



         15         questions, comments, observations?  Yes?



         16              AUDIENCE MEMBER:  With regards to the



         17         discrepancy between the PPO clients and the HMO



         18         clients, has it been looked at how that



         19         transition has happened?  Because I'm wondering



         20         how many PPO clients are now HMO clients,



         21         they've migrated from one to another and



         22         whether that in and of itself is affecting the
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          1         morbidity rates of the PPO pool.



          2              MR. REDMER:  I'll let Todd address this if



          3         he chooses to, but I think the answer is yes.



          4         We've heard, you know, that the PPO is in a



          5         death spiral because of adverse selection.  So



          6         those sicker folks that have left the PPO, my



          7         own speculation is part of them have migrated



          8         to no coverage at all and some have, the



          9         healthier of them have migrated to the HMO, and



         10         the population that's left is certainly much



         11         sicker than the population that did leave.



         12              MR. SWITZER:  Since the morbidity



         13         assumption is so critical, we have tried to



         14         pull that apart in several ways:  One, the



         15         people that are in the pool today so far in



         16         2018, what's their origin, did they come from



         17         small group, did they come from large group,



         18         were they previously uninsured as best we can



         19         tell, did they come from within the insurer,



         20         their other markets, or did they come from



         21         competitors are some of the ways that we're



         22         trying to parse it.
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          1              To your specific question my colleague



          2         Brad worked on that a bit and I'll give it to



          3         him.



          4              MR. BOBAN:  On the basic question of HMO



          5         versus PPO morbidity, it is something we've



          6         been monitoring very closely and it's been



          7         changing a lot over the past couple of years.



          8         Just as a history, pre-ACA PPO had the lower



          9         morbidity in the market.  That was driven



         10         mainly by the fact that the HMOs had a



         11         statutory requirement to offer maternity



         12         services, whereas the PPOs did not.  So in



         13         2013, right before ACA, PPO was probably twice



         14         as healthy as the HMO, and in 2014 we probably



         15         had about 30 percent PPO membership and



         16         70 percent HMO membership, and since that time



         17         every year we've been seeing the members



         18         continually buy down from PPO to HMO.



         19              CareFirst provides that data in their rate



         20         filings that tracks their inner company



         21         movement, and that's a key part of both the



         22         morbidity assumptions for HMO and PPO, so --
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          1         and, you know, and that trend is accelerating a



          2         lot.  You know, it was 30 percent in 2014, it's



          3         down to 15 percent as of 2016, 10 percent as of



          4         '17, and now we're down to about 7 percent of



          5         the pool and it's just kind of becoming



          6         exponential.



          7              So it's really one of the key assumptions



          8         in this rate filings, and another thing is this



          9         impacts all of the rate filings, and so we see



         10         the HMO experience look a lot better than the



         11         PPO experience, but all carriers need to price



         12         to the entire state's average risk.  So it's



         13         just as important for Kaiser's rate filings as



         14         for CareFirst's rate filings to take into



         15         account these PPO members and to accurately



         16         estimate just how bad the PPO has gotten from



         17         year to year.



         18              Any other questions?



         19              AUDIENCE MEMBER:  It was just sort of a



         20         trend question.



         21              MR. REDMER:  Debbie, if you could ask the



         22         question I'd also be interested in the flip
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          1         side of that.  I'm curious as to if there are



          2         members that are in the HMO, they get a



          3         significant health issue and they migrate up to



          4         the PPO because of the expanded network



          5         options.



          6              AUDIENCE MEMBER:  I will check that out.



          7              MR. REDMER:  Just curious.



          8              Any other questions, comments?  If not, we



          9         will go to the phone.  Is there anybody on the



         10         phone that has any comments or observations?



         11         One more time, anybody on the phone?



         12              All right.



         13              TELEPHONE MEMBER:  We're all on the phone,



         14         we just don't have a question.



         15              MR. REDMER:  All right.  Well, thank you.



         16              With that I'll ask the room one more time.



         17         Anybody else?



         18              All right.  Well, thank you once again.



         19         Hopefully we're going to have an opportunity to



         20         come back and do this again real soon.  Thank



         21         you.



         22              (The hearing concluded at 2:40 p.m.)
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          3



          4              I, Toni R. Thompson, RMR, Court Reporter,



          5    the officer before whom the foregoing proceedings
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          7    transcript is a true and correct record of the
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         13    financial or otherwise, in its outcome.
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1 APPEARANCES Page 3 l PROCEEDINGS Page S
2 AL REDMER, MARYLAND | NSURANCE COWM SSI ONER 2 MR. REDMER: Okay. Good afternoon. If
3 NANCY GRODIN, DEPUTY COMM SSI ONER 3 you don't mind, I've got 1:00 so we will go
4  CATHER NE GRASON, CH EF OF STAFF 4 ahead and get started. My nameis Al Redmer
5 TODD SWTZER CHEF ACTUARY 5 from the Maryland Insurance Administration, and
6  BRAD BOBAN, SENICR ACTUARY 6 | would like to welcome you to the public
7 BOB MORROW ASSOCI ATE COWM SSI ONER, LI FE AND HEALTH 7 hea” ng for the prOpOS@d rates for 2019 in the,
8 8 both theindividual and the small group
o 9 marketplace, and thisis our continuing effort
10 10 to conduct business in an open and transparent
1 11 manner.
12 12 Before | get started, I'd like to
13 13 introduce the team that iswith metoday. To
14 14 my right is Nancy Grodin, our Deputy Insurance
15 15 Commissioner. To her right is Bob Morrow. Bob
16 16 isthe Associate Commissioner of Life and
1 17 Hedth. To my immediate left is Todd Switzer.
18 18 Niceto meet you Todd. Todd is our Associate
19 19 Commissioner and Chief Actuary. To hisleftis
20 20 Brad Boban, a Senior Actuary, and to his left
2 21 isCathy Grason, who is our Chief of Staff.
22 22 | adsowant tointroduce for the meeting
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Page 6 Page 8

1 intheroomisTracy Imm, our Director of 1 One of our ams hereisto, or some of

2 Communications. | also want to introduce 2 themisto offer transparency to the rate

3 Michele Eberle, who isthe Executive Director | 3 review process, to spur dialogue, and to raise

4 of the Health Benefit Exchange, and finally 4 theright questions with a factual bedrock, and

5 Delegate Cullison from the Health and 5 oneof my favorite parts of these meetings are

6 Government Operations Committee. Appreciate| 6 the questionsthat it raises, and as you know

7 you being here, Delegate. It's always helpful 7 onceyou raise one question it leads to another

8 to havelegidators who ultimately create the 8 question, and | think it improves the quality

9 rulesfor usto bein the room and see what 9 of the public discourse toward a better

10 happensinthereal life world of insurance 10 decision making again.

11 regulation. 11 I know you've heard about some of our

12 I'm going to apologize in advance, | have 12 guiding principles before. | don't want it to

13 todipout at 1:30 for abrief phone call, | 13 be perfunctory because it helps meto keep a

14 will beright back. Inthe meantime, as| 14 balancein what we're doing, and what | mean is

15 mentioned thisisapublic hearing for the 2019 | 15 there'sten of usin the Actuary's Office

16 proposed rates for the individual and thesmall |16 reviewing therates. One of our guiding

17 group market. Thisisnot apublic hearing for |17 principlesisour Standards of Practice for

18 the 1332 Waiver or the proposed reinsurance | 18 Actuaries, so that calls for an approach where

19 program that we may deal with down theroad. |19 the assumptions, every assumption islooked at

20 If approved, we will do asecond rate hearing | 20 individualy, looked at in aggregate to make

21 to make the appropriate changes. So to the 21 surethat it's reasonable, aswell as Maryland

22 extent possible, we would liketo keep thisto | 22 Insurance Article 11-603 requires that rates
Page 7 Page 9

1 the proposed rates for 2019, and with that | 1 must be reasonable in relation to benefits, not

2 will reintroduce for opening remarks our Chief 2 inadequate or excessive, and not unfairly

3 Actuary, Todd Switzer. Niceto meet you, Todd. | 3 discriminatory. So there'salot there,

4 MR. SWITZER: Good afternoon. Thank you | 4 there'salot of affected parties, and we keep

5 totheinsureds, to the insurers, the consumer 5 that in our sights.

6 advocates and everyone who is here today. 6 Asyou know, insuredsin the individual

7 Thank you also to the 28 people who submitted | 7 non-medigap ACA market have seen increases over

8 public comments. It helpsalot to get your 8 the past last three years of 21 percent, 25

9 feedback, to get their feedback to round out 9 percent and 44 percent. At the sametime,

10 theview of all people that we're talking about 10 insurers have lost millions of dollarsin the

11 herewhom it affects. 11 individual non-medigap, in this market, since

12 We believe these meetings play arolein 12 inception in 2014.

13 influencing healthcare in Maryland. | think 13 So to cultivate that dialogue, | have a

14 the past meetings, these meetingsinfluencethe |14 few slides. They're more broad based to give

15 decisionsthat will be made. | believe they 15 some context before the insurers summarize

16 played arolein accentuating the urgency of 16 their submissions, and any questions that come

17 some of the matters in the individual market, 17 upweare anxiousto field either later or we

18 inthe ACA market, toward filing the waiver 18 have the opportunity here after people have

19 that the Commissioner mentioned for 2019 with |19 spoken.

20 the potential for raterelief. Again the focus 20 So let me start with the grounding that

21 of thishearing is not the waiver, but | will 21 redlly builds up, the press release that came

22 make some comments about it |ater. 22 out after carriers submitted their filings on
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Page 10

Page 12

1 May 1st. Thetop part of this-- thisisthe 1 side, intheindividual non-medigap market, you

2 entire ACA market, a snapshot, individual 2 canseeit there, in 2017 $176 million loss.

3 market and the small group down below. Wehave| 3 So 16 percent of revenue, that's what | alluded

4 about 212,000 members as of February of this 4 to earlier, problematic to state the obvious.

5 year inthe individua market, that's on and 5 Other markets too that have lost money, the

6 off exchange. The top two carriers for market 6 self-insured, 32 million, 15 percent; also the

7 share, only two carriers, are CareFirst and 7 Medicare Advantage, 20 million, 5 percent.

8 Kaiser, 58 percent for the BlueChoice plan, 8 But then let'slook at the other side, it

9 7 percent for CareFirst PPO, 35 percent for 9 just begsthe question that there's some

10 Kaiser. Theoverdl increase was 30 percent, 10 positive, right. So on the small group side we

11 asyou've heard, and that breaks down within 11 had an $80 million gain, 6 1/2 percent of

12 the column there arange of 18 1/2 for the HMO, |12 revenue; for the large groups, about 146

13 91 for the PPO, and 37 for Kaiser. 13 million, 7 percent; for OPM HMO about

14 When we move to the small group market, 14 7 percent, 82 million. When you roll it al

15 about 266,000 membersthere, and you canalso | 15 together down to the bottom line, about 1.2

16 see here with the growth if you understood how | 16 percent.

17 it'schanged from last year, I'll leave that to 17 So on the premium dollar underwriting gain

18 you. The overall increase and what's alittle 18 of 1.2 percent, 1.2 cents, it'snot, a

19 different hereisthat the groups renew by 19 relatively thin number. Again, thisis before

20 quarter, first, second, third, fourth. Most of 20 investment income. We'retrying again to

21 them renew in the fourth quarter, and there's a 21 answer the question, we've lasered in on ACA,

22 dlight change as you move along the quarters 22 asweshould. We'rejust kind of begging the
Page 11 Page 13

1 from 6 1/2 percent overall to 7.3. But overall 1 question again of what's the total picture, and

2 for the year when you weight by who renews, how | 2 that's one way of looking at it.

3 they renew through the year, about 7 percent, 3 | apologize, | didn't give you that slide.

4 and there's arange there that you can see from 4 That'sthe dlide | wastalking about, so let me

5 4.8 percent up to 13 percent. A little bit of 5 briefly: 11 percent of membersinthe ACA,

6 background for that market, for the total 6 individual and small group losses 176 million

7 market. 7 againintheindividual, 80 for small group,

8 | wanted to bring out a few pieces of 8 underwriting gain before investment income 1.2.

9 information along the following lines. If we 9 But you can wak down that Gain/Loss column, |

10 look at the Maryland market -- and thisis just 10 tried to pull out the top three to underwriting

11 for ACA insurers. | wastrying -- insurers who 11 loss, top three to underwriting gain, and then

12 either offer theindividua or the small group 12 rall it al together and that's what | brought

13 market how have they performed of latein 2017. | 13 out.

14 The first thing when we line up al the 14 Our rate review, so we got thousands of

15 other types of coverages that are out there 15 pagesof filingson May 1. Thisisan attempt

16 beyond ACA, medigap, self-insured, Medicare 16 to briefly let you know what we're looking at,

17 Advantage, et cetera, the whole picture, let's 17 and individual non-medigap market just walk

18 look at, well, how many members. Well, wegot | 18 down the assumptions. Morbidity from '17 to

19 about 4 million members and the ACA isabout | 19 '19ishow healthy or sick the pool is, so 1.33

20 11 percent of that total. The second piece of 20 inrough termsis saying that overall everybody

21 information hereisin the gain/loss side, how 21 who filed assumesthey'll get 33 percent

22 havethey fared. First on the not favorable 22 dicker. There'sarangein that from
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1 10 percent to 95 percent, we're examiningthat. | 1 lot of information there.
2 On risk adjustment, as you know azerosum | 2 Risk adjustment, they're alot closer
3 process where the hedlthier carriers write a 3 apart there. When weroll together all the
4 check to, so to speak, to the not as healthy 4 companies there's a $24 million difference, $8
5 carriers. Zero sum, but there'salot of money 5 PMPM. We're still working with the carriers on
6 changing hands. There's quite agap there 6 risk adjustment.
7 whereacarrier believes they will get 7  Overdl trend is 7.8, with arange of 3.6
8 55 million, another believes they will say 159 8 t010.9.
9 to 170 million. We're working through 9  Contribution to reserve, or profit,
10 narrowing that gap. That'samajor assumption. | 10 average of 1.7, arange of zero to 6.
11 Trends, the overall trend, therisein 11 Administrative costs, 60 with arange of
12 healthcare costs, plus some unit costs and 12 42to73.
13 utilization, is 8 percent overal. The 13 Broker costs, $26 with arange of 3 to 30.
14 high/low is5.3t09.5. Well tak alittle 14 And the loss ratios, the one that you're
15 bit more about that later. 15 accustomed to seeing, those of you who look
16 Contribution to reserveis, depending on 16 into these things, 76.2 claims over premium
17 what type of carrier you are, profit. For 17 with arange of 75.6 to 79.8, and then the
18 every premium dollar it was 2.7 percent, 2.7 18 NAIC, 80.5 above the minimum of 80 with arange
19 centsfor profit contribution to reservewitha |19 of 80to 85.5.
20 rangeof 2to 5. 20 One of the components, as you know, of the
21 Administrative costs, how much it costs 21 Affordable Care Act was the patient-centered
22 theinsurer to run their business per member 22 Outcomes Research Ingtitute. One of the core
Page 15 Page 17
1 per month, which isadollar anount, 66 on 1 issuesisjust runaway costs and trying to have
2 average, but there'sarange of 35 to 108. 2 acomponent of the ACA that thinks about that,
3 It'sanother one we look closely at. 3 that researches that, and alot of the carriers
4 Broker costs, $6 per member per month, 4 are doing some things along those lines that we
5 witharangeof 4to 7. And thelossratio, 5 wanted to be aware of, wanted to advocate. |
6 the claimsdivided by premium, how much of the| 6 know Kaiser has a diabetes program, a
7 premium dollar is going to pay claims, on a 7 behaviora heath program that's five-star
8 traditional basisit's 83.4 overall and arange 8 rated by CMS. CareFirst hasanationaly
9 of 82to 87. But the federal requirement that 9 lauded patient-centered medical home. United
10 it hasto be below 80 for individual and small 10 hasamotion program for exercise and wellness.
11 group, onthosetermsit'sasdlightly different 11 Aetnahas an incentive program for their
12 formula, it's 87 overall and arange of 86 to 12 providers. So al these-- thisisadlidein
13 91 13 progress, but trying to look over time to see
14 Again, just trying to give you a sense of 14 what'sthe uptake. Are insureds taking
15 what's been filed, what werereviewing. This | 15 advantage of these things, and if so how much
16 isasmall sample of what we'relooking at, but |16 and what's the pace.
17 it's some of the big ones, kind of the top 17 So arough estimate here of anyone
18 view. 18 involved in some of the programs| just
19 For small group there'salot less 19 mentioned, a prevention program, or chronic
20 assumption that the pool will get less healthy, |20 care, acare plan where the doctor tells you
21 1.003, arangeof 1.0to 1.01. We're looking 21 here'swhat you should do to stay healthy,
22 at that one, the carrier has been providing a 22 here'swhat you should do to get healthy, 1.9
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Page 18

Page 20

1 percentin'l5, 2.3in'16,2.7in'17. Sol 1 group premium increases for the 15 years before
2 was hoping it would be a bigger number, but at 2 ACA and for large group, and in the two years

3 leastit's on the upswing, and something that 3 since, after ACA there's been an improvement,

4 we again believeisakey component to making | 4 and thisone just look down for small group

5 thingsbetter. And athough these percentages 5 averageincrease after benefit buy-downs from

6 aresmall on the surface relatively speaking, 6 5.6 percent to 3, so a3-point drop in small

7 it'savery small number of claimants that can 7 group. Largegroup was6.4t0 2.3, a4.2

8 generate alot of the clamsdollars, asyou 8 percent drop, and then you have as alittle bit

9 know. | believe 3 percent generate 50 percent 9 of areference Consumer Price Index.
10 of the claims costs, but still we'd like to 10 So as of late small group overall
11 help the carriers raise those numbers. 11 increasesin Maryland, according to the Medical
12 A couple of -- to be circumspect in what 12 Expenditure Panel, could be dropping below CPI,
13 we'relooking at for ACA, we've seen the 13 they've been on a downward movement, that's

14 individual non-medigap market but we wanted to | 14 something we're trying to understand and just

15 seekind of holistically how have other markets |15 figureinto our thinking.

16 been affected, and trying to be factual, see, 16 Last couple of thoughts. Asyou know, the

17 interpret those facts, and thisis one area 17 Tax Cuts and Jobs Act was passed as of

18 whereitled us. If you look at what's 18 December 22nd of '17. For Maryland ACA

19 happened to the group markets, small and large, | 19 insurersthe amount of federa income tax paid
20 sincethe ACA, there's a couple of charts here 20 on earnings, again on acomposite basis, came
21 totheright. Oneishow many were offering 21 down by 11 points from 28 percent to 17 percent
22 health insurance before ACA and today, and one | 22 starting in 2018. So that affects the

Page 19 Page 21

1 thing that caught our attention isjust looking 1 contribution to reserve risk-based capital a

2 atthefirst chart it shows pre-AC as 2010, 2 bit and had atangible impact on bottom lines,
3 47.2 percent of small employerswere offering | 3 and that's part of our review.

4 hedlth insurance to his or her employees, 4 We've had some great feedback from the

5 that's come down to 32.9, so that'sa 5 Maryland Hospital Association. | know alot
6 14 percent drop. We had -- it was more marked | 6 about the HSCRC and the actions that they've
7 for the under 10 of the real small groups, and 7 taken, | want to speak to that for a minute,

8 | know they're having their struggles too 8 that we did note that the report that recently

9 paying the premiums. The average small group | 9 came out with a projection of increasing costs
10 in Maryland | believe is seven contracts, about | 10 for fiscal year '19is 1.37 percent versus 2.77
11 11 members, so there's -- we've seen some data | 11 percent last year, so 140 basis points down, on
12 from the carriers of amigration out of the 12 the second bullet point, and while -- there's
13 small group market to individual. It would 13 lotsof reasons that the trend won't be exactly
14 stand to reason that the draw of the premium 14 1.37 percent, some of them are listed here.

15 tax credits, cost sharing reductions, and some | 15 Which hospitals are being used affects the

16 evidenceisstill being explored that believing | 16 trend, mix of services being performed affects
17 some of the less healthy have gone to the 17 thetrend, if you're having more cardiac

18 individual market and trying to see what those | 18 surgeries, for example out-of-area utilization,
19 tangential effects are. 19 but | don't want it to get lost that the fact

20 Ancther little bit harder to measure, but 20 that that's a projected isafactor isviewing

21 onethat we've started to try to look at, is 21 thetrend and the direction of where the trend
22 down at the bottom chart. You'll get small 22 ismoving and is something that we're looking
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1 through and engaging the insurers aboui. 1 deemed complete. That happened on July 5th and
2 So my comment about the waiver. The 2 I'll walk you through the timeline there. The
3 estimated rate impact is minus 30 percent. It 3 federal comment period ends on Saturday, so
4 will vary by legal entity. For example, 4 we're keep tracking every little bit of
5 there's some entities that have alot 5 progress. We have asked HHS for a decision on
6 proportionately sicker people, they'll have 6 thewaiver by August 22nd. | think that's
7 more claims over $20,000, but overall 7 asking alot of them, but | know that they're
8 30 percent, and that's what we're waiting and 8 trying, that it may be alittle later than
9 trying to give CMS everything they need, and 9 that. | know the Commissioner mentioned a

working with the exchange giving them what they
need, to come back with more information on
that.

So a couple other -- on bullet No. 4, when
we were in Annapolis one of the good pieces of
information that came out that we were asked to
summarize is how does this affect atypical

10
11
12
13
14
15
16

second rate hearing about that decision to
focus on that for September 17th, and we're
aiming to have rates approved by September 19th
and open enrollment 11/1.

Thank you for going through all that. |
look forward to having the insurers, and |
appreciate again them coming in and answering

17 Maryland family, and this being the rates, the 17 all of our questions. There's been adlight

18 2018 ratesin the individual market, and for -- 18 change in the schedule per arequest of one of
19 wetried to pick afamily that wasn't quite at 19 thecarriers. So, CareFirst, isit okay if you
20 the average income, was not getting any 20 come up next?
21 subsidy, what does this mean to them in 21 MR. BERRY: Sure.

22 premiums, and for such afamily of four making | 22 MR. SWITZER: Appreciateit, so the floor

Page 23 Page 25

1 $100,000 the estimate isthat -- there'sa 1 isyours.

2 rangeon this, but just premiums are $19,000. 2 MR. BERRY: Great, thank you.

3 That's 28 percent of after-tax income, and then 3 MR. REDMER: Excuse me, Todd, Bryson's

4 if that family issick and they hit their 4 (phonetic) got a question.

5 out-of-pocket max, they pay their deductible, 5  AUDIENCE MEMBER: Quick question by Bryson
6 it will be$34,000. Premium plustheir portion 6 Hopper (phonetic).

7 of the insurance cost would be 50 percent of 7  MR.SWITZER: Yes, hi.

8 their after-tax income. 8  AUDIENCE MEMBER: The statistic you gave
9 In reading the public comments, one of the 9 earlier about the decline in participation in

10 requests was don't express these increasesin 10 the small group market by employersfrom, |

11 terms of percentages, express them in terms of 11 think, 47 percent to 32 percent, would that

12 dollars. | understand their point that it -- 12 capture any migration to the self-funded

13 that | think makesit alittle more tangible 13 market?

14 and thisisone way to do that, to put myself 14 MR. SWITZER: I'm still trying to parse

15 inthe shoes of the people who are paying this. 15 that out. It wasintended to, but | haven't

16 And some people -- some of the public comments| 16 quantified it yet. But I'll be happy to off

17 there are avoiding preventative -- it said 17 line and show you how much we have parsed out.
18 avoiding preventative care, droppinginsurance |18  AUDIENCE MEMBER: Thank you.

19 arethings that we want to deter, getting a 19 MR.REDMER: Yes?

20 second job. 20 AUDIENCE MEMBER: On asimilar note, do
21 So on thewaiver | think we're already up 21 you have any data on migration back for 2018

22 toour first milestone of the submission being 22 yet?

1- 800-292-4789

Epi g Court Reporting Sol

uti ons - Washi ngton,
www. deposi ti on. conf washi ngt on-dc. ht m

DC




http://www.deposition.com



HEARI NG - 07/30/2018 Pages 26..29
Page 26 Page 28
1 MR. SWITZER: | don't, but I'd be happy to | 1 thoselosses continue. Last year our approved
2 exploreitif you'll just find me after. 2 rateincreases, and I'm giving the approvals
3 Anything else? Okay. 3 beforewhat I'll call CSR adjustment, it'sa
4 MR. BERRY: Good afternoon. My nameis | 4 little more straightforward, iswe had a
5 PeteBerry, | am Chief Actuary for CareFirst. 5 36 percent increase approved for HMO and a
6 | don't have any slides|'m going to be 6 49 percent increase for PPO, and those were
7 showing, but I'll be referring to some notes 7 both lower than we filed, and PPO was
8 hereas| walk through my presentation. 8 substantially lower than we filed.
9 So as Todd mentioned, all the carriers 9 So as we move through 2018, whileit'stoo
10 submitted rate filings for ACA on May 1st. 10 early toreally see definitively how the
11 Like past years, since that time we have 11 performance, financial performanceis going to
12 received what's called objectionsfrom the MIA. | 12 be, it doeslook like HMO isin better shape
13 Those arereally just questions, they're called 13 thanit ever has been in the past, but PPO is
14 objections, but, and we continue to work with | 14 still woefully inadequate, unfortunately. The
15 them. Since May 1st to date we've received 15 proposed rate increases that we have in 2019
16 over 45 objection |etters containing over 200 16 that CareFirst has submitted, as Todd showed,
17 questionsfor our individual and small group 17 are 18.5 percent for HMO and 91.4 percent for
18 ratefilings, and thisis pretty typical. 18 PPO, and those increases, as he also mentioned,
19 Every year there's quite athorough review | 19 don't reflect any of the impact of an approval
20 by MIA, and starting last year they had an 20 for 1332 Waiver that would introduce a
21 externa consultant also participate last year 21 reinsurance program. So these, al these
22 whoisOliver Wyman. It'sour understanding |22 numbers are before that, which | think is very
Page 27 Page 29
1 that thisyear it will be Lewis & Elliswill be 1 important.
2 the external consulting reviewing the 2 CareFirst is very supportive of the waiver
3 individual filings and some components of the 3 process. We've been involved pretty deeply in
4 small group filings, and that review has yet to 4 working with MIA sharing data. We believeit's
5 begin. Sothe 200 I'm referring to are just 5 animportant step in attaining a stable
6 fromMIA. 6 individual market. | cantell you that my
7 Well continue to work with MIA and Lewis | 7 team, ayear and a half ago we started at
8 & Ellisworking through this process, aswe 8 CareFirst modeling what it would look like to
9 awaysdo. It'sthrough asystem caled SERFF, | 9 theindividua market if we were ableto have a
10 and so that will be the technical review. What | 10 reinsurance system here. So we've been
11 | wanted to do today was walk through each of | 11 thinking about it for along time, and we are
12 thefilings and talk about some of the major 12 very encouraged by the progress that has been
13 drivers, some of the categories that Todd 13 made and all the great work that the exchange
14 included in his presentation, and I'll be 14 and the MIA has done in moving this forward.
15 addressing mostly individual but also some 15 Itisavery -- for those of you who don't
16 small group, but most of my time, for obvious | 16 know, it's avery complicated process with a
17 reasons, will be spent on individual. 17 very short timeframe, and we're very excited
18 S0 just to summarize where we are with 18 that they've met al these deadlinesand CMSis
19 individual, as Todd mentioned there's been 19 now on the verge of being able to review that.
20 substantial lossesin the individual market 20 Onething | can say isthat if the 1332
21 sincethe ACA began. | know we've, in hearings | 21 Waiver is approved that the increases |
22 inthe past we've put up some numbers, and 22 mentioned, the 18.5 and 91.4, will be

1- 800-292-4789

Epi g Court Reporting Sol

uti ons - Washi ngton,
www. deposi ti on. conf washi ngt on-dc. ht m

DC




http://www.deposition.com



HEARI NG - 07/30/ 2018 Pages 30. .33
Page 30 Page 32
1 substantially lower, and that is very, very 1 why we're so excited about the 1332 Waiver and
2 good news. 2 the opportunity to introduce reinsurance to try
3 So | want to start by talking about 3 to stabilize this market.
4 individual PPO, that's the 91.4 percent 4 To give you another number, when we set
5 increase, and that, that sounds so high to me 5 these rates we looked at a base period. So
6 too, and so one question is how could it 6 thisyear it was 2017, last year it was 2016,
7 possibly be necessary to have a 91.4 percent 7 and we project out two years. So last year it
8 increase. Well, | want to give alittle bit of 8 was 2016 to 2018, this year it's 2017 to 2019.
9 context. 9 The change in the per-member cost from '16 to
10 Right now as of June we have about 13,000 |10 '17, thisis actual data, it went up
11 membersin that product. A year and ahalf ago| 11 50 percent, 50 percent. Soif we got a
12 it wastwicethat many. Two and ahalf years |12 49 percent increase last year, half of that,
13 ago there were four times that many. So we 13 basicaly all of that istaken out just in the
14 have alot of people leaving this product 14 oneyear moving. It'salittle bit more
15 because the rates are so high. And as Todd 15 complicated than that, but that's directionally
16 mentioned, you can have 3 percent of those 16 true.
17 members account for 50 percent of the cost, 17 So we're sitting there -- and I'll give
18 that's pretty typical in health insurance. So 18 you the number. In 2016 the PMPM, per member
19 you can have alot of people leave and still 19 per month, cost for the PPO was $658.93, a year
20 have most of the cost left over. That'scalled |20 later it was $947. Now, that's the, that's the
21 anti-selection, and thisisin a selection 21 timewhen | mentioned to you that we lost all
22 spird, thisproduct. In fact, the last two 22 that membership. Solikel said, two and a
Page 31 Page 33
1 yearsaswevefiledit, we have to have an 1 half years ago we had four times as many
2 actuary certify to thisratefiling, it has 2 members aswe have now. That goesright into
3 been aqualified certification because we've 3 theserate increases.
4 said this product isin a selection spiral, 4 So when you start thinking about how can
5 which basically means no increase is going to 5 you have a 91 percent rate increase, when you
6 beadequate. 6 have the cost going up 50 percent per year all
7 Let me give you an example. Every year we | 7 of asudden you can see how you can have such a
8 get new people coming in. Believeit or not, 8 largerateincrease, and that's some of the
9 new people are till buying this product. 9 thingswe're struggling with, and those are the
10 WEe'velooked at the past and said, okay, how 10 maindrivers. It'sreally how the experience
11 sick arethese new people compared towhowe |11 isemerging and how we think it's going to go
12 currently havein there, and the data says 12 going forward. So for 2018 we can see who we
13 they'retwice assick, twice assick asthe 13 kept and who we lost, and the people we kept
14 people already there. When we priced thisfor 14 were 35 percent sicker than the average person
15 2019 we didn't assume they weretwiceassick, |15 theyear before, so that gets added on. So
16 we only assumed -- we assumed half of that, 16 very quickly you get to avery high increase.
17 becauseif we assumed it wastwiceassick that | 17 Some of the other factors there, there's
18 91.4 would have been even higher, and at some | 18 demographics. These people are getting older,
19 point we have to make adecision asto how much| 19 and while there's some adjustment for that in
20 arewegoing to drivethisknowingthat norate |20 theback end it doesn't really take into
21 increase will be adequate. So these are the 21 account. So really the main drivers are the
22 struggles we have, and it's one of the reasons 22 base period going up, the continued
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1 deterioration of the people we kept and some of | 1 HMO. Still higher than what we would like to
2 this population getting older, and that's 2 seeand that it's driven by the anti-selection,
3 realy what'sdriving that 91. There's some 3 but certainly much more manageable. So that
4 other issues like trend and ebb and all those 4 wasrealy what | wanted to focus on with
5 things, but once you start talking about 91 5 individual. It'srealy al about how sick
6 percent increase all those things are little 6 these people are, morbidity.
7 details and what | talked about is really 7 There'scertain things with risk
8 what'sdrivingit. 8 adjustment, as Todd mentioned. The way risk
9 So let me move onto HMO. Thisisamuch | 9 adjustment worksisthey didn't want people --
10 better story. It'samuch bigger population 10 anyone who's been around for awhile might
11 and it is more stable than PPO, and that is 11 remember the old golden rulein New York. They
12 good news. However, it issusceptibletothe |12 used to -- when HMOs were first introduced they
13 forces of anti-selection and so we are 13 would peel off all the young and healthies and
14 concerned. Thisincreaseis 18.5 percent. 14 make amillion dollars. They didn't want
15 Thatisthe-- | believe, someone will check me | 15 people doing that, selecting all the healthy
16 onthisI'msure, but | believe that isthe 16 risk, and so what they said wasif you have a
17 lowest increase that CareFirst has ever 17 hedlthier population than another carrier we're
18 requested in the ACA since filing requested 18 going to use aformula so that you pay them
19 rateincreasesin 2015. What that saysislast |19 some money so that when you're selling these
20 year when we got our 36 percent increasethat | 20 you're not trying to target the young and
21 wasin the range of what we thought wewould | 21 healthies. That'swhat risk adjustment is
22 need, and, like | said, it'stoo early to tell 22 about.
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1 for 2018 but it does ook like the performance | 1 It isaforecast, two years, so there'sa
2 isbetter than it's been. Maybe not positive, 2 lot of variability and we're working with MIA
3 but alot less negative than it used to be. 3 to come to areasonable number, and that
4 That's very good news and that leads to the 4 certainly isimpacting some of this. You can
5 18.5 percent increase, which includes some 5 imagine the PPO being so sick receives alot of
6 morbidity deterioration, people get sicker, but | 6 risk adjustment, and it does, and that can vary
7 it gives us something to work with. Thenew | 7 alot, so that's certainly one of the factors
8 peoplejoining, they are still sicker than the 8 we'relooking at.
9 oneswe currently have and we have to price 9 Trend is another one. Trend isthe
10 thatin. 10 measure of how much we think the cost per
11 Oncethe 1332 Waiver isapproved, and | |11 service and utilization of those servicesis
12 say when hopefully and not if, thereisa 12 going to increase over time separate from how
13 possibility, we haveto get all thedetailsbut | 13 sick the population is, and that's certainly
14 thereisapossibility that rates could 14 something we're looking at and something I'm
15 actually drop in 2019 from the 2018 level. If |15 going to talk about when | get to small group
16 that happened that would go along way in 16 now.
17 moving towards stabilizing this market. It's |17 Moving to small group, it is much, much
18 not the end of the war, but it'sagood first 18 more stable. The proposed increases that
19 step, and we would be very excited to seethat. | 19 CareFirst has put in for 2019 are 4.7 percent
20 To giveyou asimilar number, | mentioned 20 for HMO and 3.5 percent for PPO, so those are
21 that theincrease in 16-17 for PPO went up 21 low, single-digit increases. As| mentioned
22 amost 50 percent, that went up 15 percent for | 22 trend is avery important factor here, and its
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1 something that Lewis & Ellis, one of the 1 are--thelast part of their quoteis. We're
2 factorsthat Lewis & Elliswill be reviewing. 2 seeing thefirst signsin 2016 that this market
3 From our perspective we consider it an 3 could be manageable for most health insurers.
4 important factor for the following reasons. As | 4 So my question isyou aluded to it in the fact
5 Todd mentioned, most of the groupsrenew inthe| 5 that the 18.5 isthe lowest in the lineup, and
6 fourth quarter, and that has to do with 6 that wasgreat, isit your opinion that there's
7 something that happened way back in 2015that | 7 cautious optimism that leaving the PPO aside,
8 caused early renewals. So what that meansis 8 whichis, | think, adistinctly different case,
9 when those groups renew in the fourth quarter 9 there could be some movement toward stability
10 of 2019 they're going to get an annual contract | 10 or any feedback along some -- | know there's
11 which locksin their rates well into 2020 in 11 lots of opinions about whether the market is
12 thethird quarter. So when we're working on 12 stabilizing or not, thisisonethat isin this
13 ratesright now we'relocking in alot of 13 camp. Any feedback or thoughts about that
14 revenue al the way through the end of 2020, 14 possibility, please?
15 and trend is one of the numbersweregoingto | 15 MR. BERRY: Yeah, so let me give you my
16 want toreally look at. If our trends are too 16 opinion, and again thisisjust my opinion, not
17 low we'vejust locked in revenue for way inthe | 17 necessarily CareFirst's opinion, as| think
18 future and there's nothing we can do. 18 about thisand read about it. | think it's
19 Now, what if they're too high? Well, ACA |19 possible. | think that there's some unique
20 hasamechanismin place for that, it's called 20 thingsto Maryland that may have put us on,
21 MLR rebates, and Todd alluded to it alittle 21 outside of the scope of what they're talking
22 bit with regard to an 80 percent lossratio, 22 about, and let me give you an example. Florida
Page 39 Page 41
1 whichisclaimsover premium. If acarrier has 1 Bluedown in Florida, they made money in the
2 basically pricestoo high and they make too 2 ACA every year, and the reason why it started
3 much money, we got to giveit back. So there's 3 withwhat's called a narrow network. So they
4 an upside, you know, if you maketoo muchyou | 4 basically cameinand said, okay, we're going
5 got to give back; no down side, if you don't 5 to cut out abunch of hospitals, we're going to
6 have enough, you don't get someone giving you 6 have alot fewer doctors, we're going to
7 any money. So that's one of the things we have 7 negotiate better deals with those doctors, and
8 to consider, especially aswe'relocking in 8 that's how we're going to build our ACA
9 ratesso far into the future. We want to make 9 products. Sowhen it came out in the first
10 surethese rates are adequate, but not 10 year their rates were alot lower than they
11 excessive. And asl said, we understand Lewis |11 otherwise would have been, okay, because they
12 & Elliswill be looking at some of our small 12 made all those deals with the narrow network,
13 group assumptions, including trend, and we look | 13 which meant they didn't lose as many healthy
14 forward to working with them on that. 14 people. They did that the first year and
15 So that ends my portion. 15 they've been able to maintain that.
16 MR. SWITZER: So asyou know, Standard & | 16 If you look at the states that have had
17 Poorstalking about stability in the individual 17 success, it'sthe states that started off with
18 market, it'salittle bit of awhile ago, April 18 narrow networks. It's aso the states that
19 of '17, but they summarize, said: Publicly 19 have avery high proportion of what's called
20 available datafor BlueCross & BlueShield 20 subsidized members on the exchange. They get,
21 insurerswe expect afive-year path to 21 you know, their premium subsidies which
22 stability. 2018 would be year five and we 22 immunes, helps you have immunity from rate
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1 increases. My recollection, and again, you 1 10 percent for HMO, 9 percent for PPO. Going
2 know, everyone can test this, my recollection 2 forward, let's assume an average of 9 percent.
3 isthat Maryland has a pretty high percent of 3 For these rate increases, there are five
4 off-exchange members, which means they are not 4 main driversthat drive this rate increase.
5 immune from these rate increases and tend to 5 First, medical costs go up; second, plan design
6 drop put. 6 changes; third, our estimate of the average
7 So that'swhy | think that article that 7 morbidity in the ACA market; fourth, changesin
8 Todd wasreferencing, | think that's right for 8 fees; and then fifth, call it a catch-all
9 alot of the states, like Florida and others, 9 bucket that includes a number of small items
10 and maybe at the time that article applied a 10 that don't impact the rates as much. I'll go
11 littlelessto Maryland. Having said that, 11 into details of those five drivers now.
12 setting aside PPO, the fact that we were able 12 So first, medical costs go up. We expect
13 tofilean 18.5 percent increase for BlueChoice 13 total medical coststo go up from '17, what our
14 does give me hope, because that'sin the 14 experience was, to 2019. Medical costs go up
15 ballpark. If we can get the 1332 approved and 15 for anumber of reasons, but for two main
16 we can actually bring those rates down some, 16 reasons. First, providersraisetheir prices,
17 then | think we're starting to talk about a 17 and, second, members get more medical care.
18 positive future. 18 For small employersin Maryland, some examples
19 Thank you. 19 of increasing medical costs we've experienced
20 MR. SWITZER: Next we have Mr. Murayi from| 20 in the last 12 months include the cost of
21 Aetna, please. 21 prescription drugs going up, also includes the
22 MR. MURAY: Hello. Good afternoon, my 22 use of physician servicesin Maryland.
Page 43 Page 45
1 nameis RegisMurayi, | am here from Aetna, and | 1 Second, another impact to our ratesis for
2 | am hereto talk about our filings. We have 2 plan design changes. So changes to cost
3 two entitiesfor Aetna, and they are both in 3 sharing for some plans from our 2018 offering
4 the small group market, so no individual. 4 to 2019 were made to comply with actuarial
5 Everything | talk about today will be for small 5 value requirements, and/or to make the plans
6 group. 6 more attractive to consumers. So those plan
7 For our HMO entity, our average rate 7 design changes have an impact on the rates that
8 increaseis 10 percent, for our or PPO our 8 wefile.
9 averagerateincreaseis9 percent. Wefiled 9 Third, | said the estimate of the average
10 three plansfor both entities, offered both on 10 morbidity. So our estimate of the average
11 and off exchange. So I'll note that these rate 11 population health, so the average morbidity, in
12 increases are average rate increases. The 12 the ACA risk pool, aswell as our estimate for
13 exact change will depend on what benefit plan | 13 risk adjustment transfers, have impacts on the
14 anindividual chooses, the members that 14 rates. We expect that the average morbidity in
15 contract, the members group contract, theage |15 the small group market will increase from 2018
16 and family size for the enrolling employees, 16 to 2019.
17 and employer contributions. So what | stated 17 Fourth, changes in fees have an impact on
18 thereearlierisarange, and it will vary. 18 our rates, so we have a slight decrease to our
19 In developing these rates we take our 19 ratesdueto changesin fees. So the Federal
20 historical claims experience from 2017 and 20 Health Insurer Fee was eliminated and so that
21 project that forward to 2019. So for 21 hasadownward impact, offset somewhat by the
22 simplicity, as| pointed out earlier, we have 22 Maryland Specific Health Insurer Provider Fee
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1 Assessment. In combination that still leads to 1 you used, and you also mentioned increased
2 adecreasein our rates. 2 morbidity. I'm curious why you believe that
3 Finally, | said the catch-all bucket. We 3 the morbidity is going to increase and by how
4 have abucket for impacts to rates that mainly 4 much, and then secondly if you can elaborate on
5 includes our experience differing fromwhat we | 5 theincreased usage of physicians.
6 hadinitialy priced in 2018. 6 MR. MURAYI: Yes, I'll take your first
7 So with that, we also wanted to use this 7 question. | would say we're -- we see an
8 opportunity to update you on what Aetnais 8 increasein physician utilization, so generally
9 doing to keep premiums affordable. We are 9 aswelook year over the year the amount of
10 taking anumber of stepsto keep our products |10 medical carethat actually occurs we have seen
11 asaffordable as possible and to address the 11 physician utilization increase. We expect that
12 underlying cost of healthcare. Among these 12 to continuein the future.
13 include we are developing new agreements with | 13 Second, your second question was about the
14 healthcare providers that base provider 14 average morbidity. So for the small group
15 compensation on the quality of care that's 15 market we are expecting aslight increasein
16 delivered, rather than the quantity of 16 the average morbidity of the small group ACA
17 services. Second, we're creating medical 17 risk pool, and that has -- because of that that
18 management programs that address potential 18 hasanimpact on our rates as we relate to the
19 headlth issuesfor members earlier and improving | 19 average. The magnitudeisin thelow single
20 their health outcomes. Third, wereworkingto |20 digits.
21 reduce the ability of out-of-network providers |21 MR. REDMER: But what isit that you're
22 to collect unreasonably excessive paymentsfor | 22 seeing that causes you to believe that the
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1 servicesthey provide. 1 morbidity's actually going to increase?
2 Aetnais dedicated to increasing 2 MR. MURAYI: Our analysisis based off of
3 transparency within the healthcare system and 3 historical evidence, or historical experience
4 helping members best utilize the plans that 4 and then we project that forward. Y ou know,
5 they have. Members can access Aetna Navigator, | 5 it's our opinion aswe look at the, just the
6 which isasecure member site, website, which 6 average composition of the market that leads to
7 dalowsthem to research their specific plan 7 anaverageincreasein small group morbidity.
8 benefits, healthcare providersin agiven area, 8 MR. REDMER: Thank you.
9 andin some locations the actual cost of the 9 MR. SWITZER: So | noticed that enrollment
10 hesalthcare services that they're going to 10 dropped from last year to this year by about
11 obtain. 11 33 percent. | know that the brand recognition
12 With that, | just want to thank you for 12 for Aetnaisvery good, and my question iswith
13 the opportunity to be transparent in our rate 13 that enrollment pattern declining and the rates
14 development. 14 being relatively higher than othersin the
15 MR. SWITZER: Thank you very much. 15 market isthere a strategy, or maybe that's not
16 MR. REDMER: I'vegot acouple. First, 16 theright word, but to grow, or are you
17 for anybody on the phone, if you could refrain 17 expecting to still shrink in enrollment in
18 from putting us on hold we would appreciate 18 Maryland? Or if there's any thoughts you can
19 that. 19 share about the presence in Maryland and the
20 Two things: You mentioned at some point 20 direction you're going and want to go, that
21 inyour presentation you were projecting 21 would be appreciated.
22 increased physician usage, | think wastheterm | 22 MR. MURAYI: Yeah, unfortunately | can't
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1 speak about the overall strategy in the market. 1 wethink that will affect the market dynamics.
2 | will say that for our premium rate 2 MR. SWITZER: Morbidity isone of the key
3 development we, you know, we look at the costs, | 3 assumptions we're kind of in the middle of our
4 the underlying costs that we are incurring, and 4 deliberation with Aetna on, so that's one of
5 weproject it forward for arate that we 5 thefactors, that's one of the key ones that
6 believe to be reasonable in the marketplace. 6 we're asking for more information and working
7 The strategic question is outside of my 7 toward assent.
8 realm of responsibility. 8 Is there another question? Go ahead.
9 MR. SWITZER: Sure, thanks. 9 AUDIENCE MEMBER: (Inaudible.)
10 Last question from me. | notice that the 10 MS. GRASON: Spesak up alittle bit.
11 broker costs arerelatively small, $3 per 11 MR. SWITZER: I'm sorry, would you please
12 member per month. Are the brokers not relied 12 speak up alittle.
13 heavily upon for this market in Maryland? 13 MS. GRASON: Stand and speak.
14 MR. MURAY: We set broker compensation | 14 AUDIENCE MEMBER: Since we're talking
15 amounts every year, and, you know, as you noted | 15 about --
16 they'rerelatively lower. So, you know, that's 16 MR. SWITZER: I'm sorry, would you please
17 just the compensation structure that we've set 17 stand up and speak alittle louder for the
18 out with those brokers. 18 Court Reporter and everybody. 1'd liketo
19 MR. SWITZER: Okay. Thank you. 19 hear.
20 MR. REDMER: On theleft. 20 AUDIENCE MEMBER: Sinceyou're talking
21 AUDIENCE MEMBER: Isthe morbidity rate| 21 about the prescriptions, isit appropriate to
22 projected for ACA in any way affected by 22 ask apharmacy question?
Page 51 Page 53
1 Aetnastransition towards the self-funded 1 MR. SWITZER: Sure.
2 model for small group? 2 MR. REDMER: Related tothe ACA, sure.
3 MR. MURAYI: Let me make sure | heard the 3 AUDIENCE MEMBER: (Inaudible.)
4 question correctly. You saidisit affected in 4 MR. REDMER: Can you repest that?
5 any way by atransition to asmall group 5 MR. MURAY!I: Yeah, and correct meif | get
6 market? 6 thiswrong. Your question was for our plans,
7 AUDIENCE MEMBER: Towardsthe self-funded| 7 what are the preferred pharmacies that we offer
8 model. 8 aspart of our medical benefit?
9 MR. MURAY : To the self-funded models? 9 AUDIENCE MEMBER: Yes.
10 Sowelook at the average of the current 10 MR. MURAY: Unfortunately | don't have
11 composition of the ACA risk pool and we 11 that answer right now, but we can follow up
12 consider things, you know, risks going forward 12 with you afterwards if you would like.
13 that may change the composition of the market. 13 MR. SWITZER: Thanks again.
14 So, you know, first we look at the average 14 MR. MURAYI: All right. Thank you.
15 morbidity in that pool, but also things that, 15 MR. SWITZER: | know that Kaiser is
16 you know, things that may change, new things on 16 calling in from Portland, Oregon, and | had a
17 the landscape that will change the definition 17 request, | want to accommodate that. So
18 of that marketplace. 18 Kaiser, if they can go next, if that's all
19  So, yes, weconsider al those piecesin 19 right with United. I'll do the slides.
20 the projection of our morbidity. To parse that 20 Mr. Liebert, whenever you're ready.
21 out, we generaly look at it in the aggregate 21 MR. LIEBERT: All right, thank you. Thank
22 and make a projection forward for overall how 22 you for your patience and thank you for letting
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1 meparticipate. My nameis Dave Liebert and 1 seehereisagraph that shows that we are, for
2 I'man actuary with Kaiser Foundation Health 2 the on-exchange market we're about 40
3 Plansherein Portland, and I've worked on the 3 percent -- I'm sorry, 46 percent of the
4 Maryland individual rate filings for three or 4 on-exchange market in Maryland, about
5 four years now and so I'm going to present on 5 35 percent overal, and thisis as of early
6 both theindividual and the small group rate 6 2018. 2017 we were overall about 28 percent of
7 filings. Unfortunately Rob Picker, the actuary 7 thetotal market, so we have grown
8 on the small groups filing, could not be here 8 substantially even just from 2017 to 2018, and
9 today, but I'm going to present on his behalf. 9 the growth has been pretty substantial since
10 So on thefirst dlide, or actually | guess 10 the beginning of the ACA, and one of the
11 it'sthe second slide, on the components of the 11 problemswith that isthat it does affect our
12 rate change for the small group ACA filing, you |12 ability to project the morbidity of our
13 can seethat we are -- we havefiled a 13 membership. By thetime wefilethe rates, for
14 3 percent rate change, actually a 3.3 percent 14 examplein this case by the time wefile the
15 rate change, and thisison a-- we have 15 ratesfor 2019 we really don't know what our
16 approximately 9,000 membersin the market asof | 16 2018 membership looks like and we know that
17 February 2018, which is about a 3 percent 17 it'sdifferent than our 2017 membership, and so
18 market share, and we have 44 plans covering all | 18 we're projecting through a year that has pretty
19 the metal tiers from Bronze, Silver, Gold and 19 substantial changes. So, you know, we do the
20 Platinum, and they areall HMO plans,andwe |20 best we can with that, but it does present
21 have seen adight decrease over theyearsin 21 some, just someinstability in the actual rate
22 our experience. 22 projections.
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1 So as you can see from our dlide, the 1 But for 2018 we have approximately 74,000
2 projected claims expenses are actually alittle | 2 members as of February 2018, which again as |
3 lower than they have been in the past, and this | 3 mentioned is about 35 percent of the overall
4 isleading to aslight reduction effect in our 4 market share. We have 13 HMO plans covering
5 rates. But to counter that we are projectinga | 5 al thetiers, Catastrophic, Bronze, Silver,
6 higher risk adjustment transfer out, and sothe | 6 Gold and Platinum, and our original filing was
7 balance of that isa 3.3 percent rate change. 7 for 37.5 percent, and through some of the
8 Additionally, there's the new Maryland 8 objections and some updates to the risk
9 state assessment for 2019, whichisabout a2.4 | 9 adjustment projections right now the rate
10 percent increase, countered by the moratorium | 10 increase request is at 34.75 percent.
11 onthe Health Insurance Provider Fee, whichis| 11 So moving on to -- thisis actually
12 al percent decrease for us. Soas| said, 12 Exhibit 4, or Slide 4 shows our, actually shows
13 overal we're at about a 3.3 percent rate 13 our original rate increase of 37 percent
14 increase. 14 compared to the CareFirst rate increase
15 So any questions on our small group rate | 15 request, which, as Pete Berry mentioned
16 filing? | didn't prepare much becausethere's |16 earlier, are 91 percent and 18 percent for an
17 not -- we're apretty small piece of the market | 17 overall average on the market of 30 percent.
18 and it's apretty small rate change request at 18 And again, our revised rate increase right now
19 the moment. 19 islower than shown here.
20 MR. REDMER: We're good. 20 Then if we go onto Slide 5, this shows
21 MR. LIEBERT: All right. Sothen moving | 21 the components of the rate change. So unlike
22 onto theindividual market on slide 3, what we | 22 the small group market, we are seeing fairly
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1 substantial increases in our claims expenses, 1 and then the moratorium on the Health Insurance
2 and we can attribute thisto a variety of 2 Provider Fee.

3 things. A major thing that we know is playing 3 And then moving on to Slide 6, we have an
4 out inthismarket isjust the effect, we 4 exhibit showing our relative rates of our

5 assumeit'sthe effect of the, partially the 5 cheapest plans in each of the metal tiersto

6 effect of the individual mandate going away, 6 the CareFirst HMO and CareFirst PPO plans, and
7 butit'saso just the increase, the main 7 asyou can see here other than in the

8 increasesover the last couple of years are 8 catastrophic tier those rate increases still

9 driving people out of the market and thisis 9 maintain the Kaiser premiums as the lowest in
10 causing the healthy peopleto leave, andtothe |10 the market.

11 overal we've seen the market size drop fairly 11 That isthe end of my presentation. |

12 substantially over the last couple of years. 12 don't know if there are any questions you may
13 Herel show that it's a 13 percent reduction 13 have.

14 from, in the market as awhole from 2017 to 14 MR. REDMER: David, thank you for

15 2018. And it sounds like we have the hold 15 struggling through that. | can assure you

16 music back in play so | apologize, that's not 16 we're going to launch an investigation to see
17 my music. 17 if somebody from CareFirst put you on hold.
18 MR. REDMER: Poor music, to say the least. | 18 Anybody have any questions for Dave?

19 MR. LIEBERT: So the components of -- I'm | 19 MR. SWITZER: Yeah, Mr. Liebert, thanks
20 sorry, can you hear me, because| -- 20 again. For theindividual market you had
21 MR. REDMER: We can, wecan, or at least | | 21 shared in Annapolis, and other places, that the
22 can. 22 underwriting gain/loss in 2015 was negative

Page 59 Page 61

1 MR. LIEBERT: Okay. Thehold musicis 1 40 percent and negative 30, and then you

2 getting very loud for me. I'm sorry, thisis 2 projected --

3 very distracting. 3 MR. LIEBERT: I'm sorry, I'm hearing about
4 The components of our rate change, as | 4 every other word.

5 said we're estimating a 14 percent increasedue | 5 MR. SWITZER: So just back for a second to
6 totheincreased claims expenses, and that's a 6 the theme of rate stability or the potential

7 big part due to the reduction in the market and 7 foritintheindividual market. We know that

8 the departure of healthy members, and 8 losses have been in the 40 to 30 percent in the

9 additionally we're projecting about 20 percent 9 past, '15and '16. | know inthefall either

10 of our rate increaseis dueto risk adjustment 10 projected a'17 underwriting loss of negative

11 transfer increases. For 2017 we had about $115 | 11 13 percent of revenue and you have provided
12 per member per month that we paid into the 12 that that's comein about minus 6. Isthere

13 market for risk adjustment, and due primarily 13 any early indications that '18 is on the same

14 totheincreasesin the premiums and the 14 kind of path toward improvement, as much as you
15 effectsthat they have on the formulawe are 15 can sharedirectionally? | know that the rate

16 projecting that the 2019 risk adjustment will 16 increase with the CSRs defunded was about

17 be $199 per member per month, which as shown | 17 43 percent. So just trying to ook to '18 to

18 here has about a 20 percent impact on our 18 seeif that progression toward stability is

19 rates. 19 playing out at al in '18.

20 And then we also have an impact, adlight 20 MR. LIEBERT: Soin 2018 the Kaiser rate
21 impact from fees, such asthe Maryland state 21 increase with the CSR changes was about 32.9
22 assessment, the new Maryland state assessment, | 22 percent, and unfortunately that's not leading
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to the profitability or the stability in this
market for us because at the sametimeasa
large rate increase we also are paying out more
in risk adjustment than we had anticipated, and
that iswhile our claims expenses are on track
for where we thought they should be our
non-claims expenses, which isin this case the
risk adjustment, are much higher than were
anticipated, than we originally anticipated

with the rate filing.

MR. SWITZER: Okay. Thanks.

And just on the small group market, you
mentioned the market share, | know you've taken
some steps to be competitive there. It seems
like growth is part of the plan for the small
group market. Would that be relatively
accurate, enrollment growth?

MR. LIEBERT: Yes, itis, that isaccurate
to state.

MR. SWITZER: Thank you.

All right. From there we'll go to
Mr. Morgan, please, from United.

PEBowo~v~ouobrwnpr

12
13
14
15
16
17
18
19
20
21

Page 64
and off exchange, and the other half are sold

off exchange only. For small group businessin
2019 wefiled for arate increase of
13 percent, as was stated. And please note
rate changes vary by plan, and other things
like census changes can influence those as
well, so for any given group obvioudly it could
be significantly higher or lower than that,
just to give that caveat.
So the main drivers were base rate changes
and trend, which was approved in 2018 for
5 percent and wasfiled at 7.3 percent for
2019. Wedidn't propose any changes to age or
areafactorsin any of thesefilings.
| guess the one other thing | wanted to
mention is Maryland's, the health insurance tax
that others mentioned as well has an impact on
rates. So in some other states with the ACA
fee moratorium there was a decrease for that,
and so in Maryland this new tax almost exactly
offset the impact of that going away so there
was really no change in Maryland for that.

Page 63
MR. MORGAN: Good afternoon. My nameis

Ryan Morgan, I'm an Actuarial Director with
UnitedHealthcare, and I'm here today to present
our proposed Maryland small group rates for our
four legal entities, which are UnitedHealthcare
Insurance Company, UnitedHealthcare of the
Mid-Atlantic, Optimum Choice and MAMSI Life and
Health Insurance Company.
Before we get into 2019 rates, please

alow me to briefly discuss our recent rate
history to provide some context. Our Maryland
small group block has seen low rate increases,
and even some decreases in recent years. For
2018 our file rate increase averaged just 0.2
percent across all four legal entities. In

2017 rates reduced 2.6 percent, and rate
increases for this block were negative or in

low single digitsin the years prior as well.

In 2019 across al of our legal entities

we are proposing atotal of 84 plans; ten
Platinum, 36 Gold, 33 Silver, and five Bronze,
but half of these plans are available both on
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So that'sredlly al | had prepared here.
Hopefully that summary was helpful, and thank
you for the opportunity to present today. At
thistime I'd be happy to address any questions
that you may have.

MR. SWITZER: Thank you very much.

So | noticed that enrollment growth has
been swift, so it was 33 percent, 38 percent
enrollment growth, and a 13 percent increase,
as you mentioned, is about aflat increase for
2018. Has there been concern about, or

anything you're seeing of who you're attracting
to want to slow down that growth, or is
something in the rate increase that would, that
you've seen from who you brought on that would
lead to the 13 percent, please?

MR. MORGAN: | don't know specifically
what -- you're saying, | think, with just the
reality of our increase versus the othersit's
likely the growth would slow at least --

MR. SWITZER: Yes.

MR. MORGAN: -- or it depends how other
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1 carriers filings arefinalized. But, yeah, | 1 organizations and 20 individuals.

2 wouldn't expect the pace of growth we had to 2 | want to -- I'm not going to bore you

3 continue, but | still think we may continue to 3 with all of the testimony, but | do want to

4 grow depending on where everyone lands. 4 highlight afew of our key points, and before |

5 MR. SWITZER: Sure. 5 begin | want to expressly thank you,

6 Asrelated to the Tax Cuts and Jobs Act, 6 Mr. Commissioner and your staff, for publicly

7 hasthere been any quantification of how that's 7 affirming and doing so again here today that

8 affected your RBC for '18, out of curiosity? 8 you would consider the experience and impact of
9 MR. MORGAN: I'm not -- | guess I'd have 9 high-risk members, carriers programs to manage
10 to get back to you on that. 1'm not aware 10 care and improve health outcomes, and

11 offhand. 11 CareFirst's statutory mission when reviewing

12 MR. SWITZER: Sure. 12 2019 rates. We're very grateful for you for

13 MR. MORGAN: | mean, you know, giventhe| 13 doing that.
14 size of United, and many of the other companies | 14 We understand the rates before you today

15 aswéll, | don't think that would be a huge 15 will significantly change if Maryland receives

16 concern, but | can certainly confirm that for 16 the State Innovation 1332 Waiver, and we, like

17 you. 17 the carriers, are cautiously optimistic that

18 MR. SWITZER: That would be great. For 18 thiswill be approved and carriers will then

19 Maryland specifically? 19 file new rates based on anticipated reinsurance

20 MR. MORGAN: Yep. 20 payments. We do not believe, though, that it

21 MR. SWITZER: Great. 21 isinconsumers intereststo ssimply rely on

22 MR. MORGAN: Thank you. 22 reinsurance to lower premiums for next year.
Page 67 Page 69

1 MR. SWITZER: Thank you. 1 We must do as much as possible beyond

2 MR. REDMER: All right. That'sit for the 2 reinsurance to lower premiums for all

3 carriers, and let's see who has signed up to 3 consumers.

4 speak. RussMirabile? 4 Asyou know, the individual mandate will

5 MR. MIRABILE: I'm going to waive that 5 no longer apply in 2019, and with premiums well

6 now. 6 beyond what's affordable for consumers who do

7 MR. REDMER: You'regoingtowaive, okay. | 7 not qualify for federal subsidies we run the

8 MR. MIRABILE: Thank you, though. 8 risk that the gains we've made in expanding

9 MR. REDMER: Sure. 9 insurance coverage since 2014 will be lost.

10 | assumeif it's the carrier folks they 10 In 2013, 11 percent of all Marylanders

11 arenot interested, they've aready spoken, 11 below the age 65 were uninsured, today that's

12 correct meif I'mwrong. Beth Sammis, Consumer | 12 down to 6 percent. For consumers who do not

13 Hedlth First. 13 qualify for federal subsidies, those with
14 MS. SAMMIS: Thank you for the opportunity | 14 incomes over 400 percent of the federal poverty
15 to offer a consumer voice to the rate review 15 level without access to employer-based

16 process. My nameisBeth Sammisand | anthe |16 insurance year over year increases of 20 to
17 President of Consumer Health First. Consumer 17 40 percent have resulted in unaffordable
18 Headlth First submitted written commentstoyou | 18 premiums, as Todd has documented here today.

19 viayour website, which | distributed to you 19 We're concerned these consumers will now make
20 and your staff today. Thistestimony is 20 the bet that they won't need healthcare

21 submitted on behalf of 40 advocacy 21 services, particularly the young and the

22 organizations and individuals, about 20 22 healthy, with them more likely to forego buying
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1 healthcare coverage because of the loss of the 1 testimony. CareFirst spends more for claims
2 individua mandate. These decisionswill place | 2 for healthy PPO members than it does for
3 individuals at personal financial risk, as well 3 healthy HMO members. So even though they are
4 astheir families -- 4 both classified as being healthy, the PPO
5 MR. REDMER: Excuse me. For those of you| 5 members cost more than the HMO members, and we,
6 that are on the phone, if you could please 6 of course, think that this matters, that there
7 place us on mute we would appreciateit. Thank | 7 isadifferencein costs. The greater the
8 you. 8 differencein premiums and claims between the
9 MS. SAMMIS: -- aswell as place our 9 HMOs and the PPOs the higher the risk
10 state'sinnovative delivery systems models at 10 adjustment payment the HMOs must make. | do
11 risk if the number of uninsured goes 11 realizethat CareFirst HMO will receive some
12 dramatically up. 12 risk adjustment payment this year, but 93
13 So this year Consumer Health First looked 13 percent of the total amount that was collected
14 at the data provided in the rate filings for 14 from Kaiser for risk adjustment will go to the
15 theyears2013t02017. Yes, | amanerd, | 15 PPOs and not to the two HMOs.
16 admit that, and I'm alittle bit -- I'm always 16 Unlesswe figure out how to minimize the
17 worried about my math because I'm a 17 difference between the HMO and PPO premiums and
18 sociologist, not a mathematician, but I'm glad 18 claims, consumerswill pay high premiums even
19 to hear that much of what CareFirst and Kaiser |19 with the reinsurance program. In fact, we
20 had to say here today reinforces my 20 think this dual market of HMOs and PPOs is
21 conclusions. So | guessthat'sgood. Maybeit |21 unusua acrossthe country, and may be the key
22 meansthere's some truth, huh. 22 factor for why our market has not stabilized as

Page 71 Page 73
1 The dataindicates that Maryland has a 1 much as other states, and we have a
2 stabilizing market for HMOs and a continuing 2 recommendation for that at the end.
3 challenged market for PPOs. Asshown on Page3| 3 For this reason we ask you to direct
4 of our written comments, the membershipinthe | 4 CareFirst to answer a series of questions about
5 HMO products has grown for both CareFirstand | 5 its PPO products, and | appreciate the fact
6 Kaiser since 2013. Premiumsfor CareFirst HMO | 6 that they did some of that here today, but
7 product cover about the same amount for 7 there are additional questions that we would
8 hedlthcare services now asin 2013, with about 8 like answered. For example: Do out of network
9 94 cents of every premium dollar going to pay 9 clamsdrive up overal claim costs in the PPO?
10 for healthcare services. 10 Isthat part of what explains the difference in
11 Premiums for Kaiser's HMO didn't cover 11 the claims costs between healthy PPO members
12 healthcare servicesin 2013, but now Kaiser 12 and healthy HMO members, or are the fee
13 collects more in premiums than needed to cover | 13 schedules slightly different between the PPOs
14 healthcare services, and so we ended up 14 and the HMOs. It's quite possible they have
15 concluding that things have in fact gotten 15 one fee schedule, but it's also possible they
16 better and were on their way to stability 16 have multiple schedules for the two products.
17 before we won't get into everything that has 17 One way to reduce the differencein
18 happened since 2016. 18 premium between the PPOs and HMOs s for
19 By contrast, CareFirst PPO has, have lost 19 CareFirst to continue to heavily subsidize the
20 about half their members since 2013 and 20 PPOin 2019, basically at the same level that
21 premiums no longer cover the cost of healthcare |21 they subsidize the PPO in 2018, and the best
22 services, as shown on Page 4 of our written 22 way to do thisisto require CareFirst to
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1 assumethe same medical lossratio it had in 1 For the good of all consumers dependent

2 2017, 98 percent, | know that's rather 2 upon theindividual market, as well as our all

3 shocking, when building its rates for 2019. 3 payer hospital system, we urge you to direct

4 But | have some specific reasons for why we | 4 CareFirst to assume a 98 percent lossratio

5 think from a consumer perspectiveit's 5 when building its 2019 rates for its PPO

6 appropriate for CareFirst to continue to lose 6 products. We understand both the state

7 money at such ahigh rate for 2019, and I'll 7 reinsurance program and high subsidization in

8 harken back to the words of then CEO of 8 theindividual market by CareFirst may not be

9 CareFirst, Chet Burrell, when he stated in 2013| 9 sustainable in the long run, or even more

10 about the individual market, quote: Werenot | 10 sustainable than one or two years.

11 expecting to make money, we're expectingto | 11 Consumer Health First looks forward to

12 lose money. If we'regoing to loseit, we're 12 working with the Health Insurance Coverage

13 goingto loseit on behalf of subscribersand | 13 Protection Commission to explore longer-term

14 the community. And we would ask you to 14 solutions. For ustheseinclude two things: A

15 continueto ask CareFirst to do that for at 15 state individual mandate, as well as an option

16 least one more year, and one of the reasonswe | 16 for Maryland consumers to buy into Medicaid or

17 ask CareFirst to do that is because of their 17 into the State Employee Benefit Program.

18 strong financia position. This position makes |18  Wealso believe it istimeto consider

19 it possible for them to continue to lose money, | 19 whether it isin the consumers' interest for

20 particularly in the PPO product, for an 20 CareFirst to continue to offer a PPO product.

21 additional year. 21 We understand that by statute CareFirst's two

22 On Page 6 of our written testimony we 22 Bluesplans, aCFMI and GHMSI, are required to
Page 75 Page 77

1 present datafrom CareFirst annual reports on 1 offer coveragein the individual market and it

2 itscapital and surplus levels from 2009 to 2 isnot possible for them to withdraw, but we do

3 2017. While CareFirst certainly lost money on 3 not believe that there is anything in the

4 itsindividual health insurance business, its 4 statute that requires these two companies to

5 capital and surplus position has markedly 5 offer aPPO. In effect PPOs by law are

6 improved since the enactment of the Affordable | 6 authorized to offer exclusive provider

7 CareAct. Today its capital and surpluslevels 7 organizations that mimic HMO coverage on a PPO

8 arehigh, with 642 million in the Maryland 8 license. EPO plans may be better suited to

9 Bluesand $1 billioninthe D.C. Blues. 9 meet the access, quality and affordability

10 These companies now have over 1,000 10 needs of consumersin the individual market

11 more-- 1,000 percent of risk-based capital, 11 than PPO plans. We ask you to consider this

12 more surplus and capital than is needed to 12 and to provide public guidance to al of uson

13 remain solvent. Moreover, thanksto federal 13 thispoint.

14 tax reform, industry sources report that 14 Finally, we ask you to do what was done

15 CareFirst will receive a $78 million federa 15 previously in the rate review process, to issue

16 tax windfall for thisyear. Their tax windfall 16 adetailed decision document. Thiswould let

17 we would expect to be much higher than it would | 17 consumers know what factors you consider during

18 befor the for-profit insurers. The tax code 18 ratereview, why these justify approval or

19 made an explicit change to how taxeswould be | 19 modification of the rates, and the state of the

20 collected for the Blues plans, and | believe 20 individual market, and | do this as a personal

21 that CareFirst ison the low side of what the 21 ploy because otherwise | have to go back

22 windfall will be for Blues across the country. 22 through the SERFF documents in January and they
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1 areannoyingtoread. Sol would ask you to 1 stabilization fund to implement the program as
2 savemefrom that, and to give all of the 2 efficiently as possible to result in the
3 consumers of Maryland the ability to be able to 3 greatest reduction in premiums for all
4 understand why it was that you reached the 4 Marylanders across the state.
5 conclusions that you do. 5 We've heard today from several people that
6 | thank you again for the opportunity to 6 theloss of enforcement of the individual
7 address you today and to be part of this 7 mandate at the federal level is going to create
8 important process. On behalf of Consumer 8 market instability, and we propose creating a
9 Hedlth Firgt, I'd like to reiterate that we 9 Health Insurance Down Payment Plan at the state
10 look forward to your decision and your 10 level inresponseto that. Thisplan would
11 conclusions about the individual market and to 11 makeit so that at tax time when the consumer
12 working with you in the future. 12 isasked did you have quality coverage last
13 MR. REDMER: Thank you, Beth. 13 year, if the person says no they would have the
14 Any questions? All right. Appreciateit, 14 option to either pay a penalty to the state or
15 thank you. 15 instead use that penalty money to instead
16 Delegate Cullison, did you want to make 16 purchase health coverage, and we anticipate
17 any remarks while you're here? You don't have |17 that there would be at least 60,000 peoplein
18 to. It'suptoyou. 18 Maryland who could be able to get health
19 DELEGATE CULLISON: No, that'sall right. | 19 coverage right then and there for the same
20 You guysaredoing agreat job. 20 amount of the penalty fee combined with the
21 MR. REDMER: All right. Let's see. 21 federal subsidies, which would bring many more
22 Stephanie Klapper, Maryland Citizens Health 22 peopleinto the market stabilizing it, at the
Page 79 Page 81
1 Initiative. 1 same time getting many more people covered.
2 MS. KLAPPER: Sorry, | only have four 2 Wealso heard today that the high cost of
3 copies. 3 drugsisacontributing factor to increasesin
4 MS. GRASON: That's all right. 4 premiums, and so to that effect we would
5 MS. KLAPPER: Hi, I'm Stephanie Klapper | 5 proposeahealth insurance -- I'm sorry, a Drug
6 with Maryland Citizens Health Initiative. We | 6 Cost Commission created at the state level in
7 areanonprofit that works for quality 7 order to look at these really, really high-cost
8 affordable healthcare for all Marylanders, and | 8 drugs, the onesthat cost $30,000 ayear or
9 our Maryland Healthcare For All Coalition is 9 more, that are really driving premium rates up
10 comprised of hundreds of business, labor, 10 and take alook at that and figure out what is
11 faith, community and other organizations all 11 reasonable for Maryland to pay.
12 acrossthe state. 12 So again, thank you very much for this
13 | first want to thank you, Commissioner, 13 opportunity to comment, and I'm happy to take
14 and for your team for taking comments onthe | 14 any questions.
15 proposed rates for the market next year, and we | 15 ~ MR.REDMER: Thank you, Stephanie.
16 commend Maryland for working to create a 16 Welcometo thefirst two bill hearings of 2019.
17 reinsurance program to respond to the high cost | 17 DELEGATE CULLISON: And maybe you know the
18 of premiums on the market. Aswe've heard 18 answer, but in terms of the down payment that
19 today affordability is a serious concern, and 19 would require a state mandate, correct? And
20 oncethe 1332 Waiver is hopefully approved we | 20 arewe within our purview to -- are we
21 encourage the state to use the fundsfromthe |21 authorized by the federal government to have a
22 federal government and the $380 million state |22 state mandate for healthcare?
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1  MR.REDMER: That's not my bailiwick. 1 planned on being reviewed as part of the
2 Bethissaying yes, Michele is saying yes. 2 written review process.
3 MR. MORROW: | think the answer is, and 3 So I'll start off with what we know every
4 1'm not 100 percent sure about this, but | 4 year. Thisyear, again, thereisalarge
5 think the answer is the states have been 5 variation in underlying cost trends cited by
6 encouraged to do what they need to do, more 6 theinsurers specific to the hospital cost
7 control coming back from the federal government 7 trends. Insurers have used rates as high as 3
8 tothe states, and I'll ask Joe maybeif I'm 8 percent in theindividual market and 13 percent
9 wrong about thisbut | do think that they have 9 inthesmall group market. These projections,
10 said that they would alow states to do 10 asTodd noted, are inconsistent with the Health
11 state-based mandates. 11 Services Cost Review Commission's recent
12 AUDIENCE MEMBER: Yes. 12 approva of the total hospital revenue growth
13  AUDIENCE MEMBER: And Massachusetts has| 13 of only 1.37 percent per capitafor fiscal year
14 had onefor years. 14 2019, and as Todd mentioned we recognize that
15 MR. MORROW: Yeah, they'vehad onesince | 15 all products have unique factors that are
16 2007, so. 16 impacting the projected trends. But again, the
17 DELEGATE CULLISON: Thank you. 17 variation is so wide that we believe it
18 MR. REDMER: All right. Delegate 18 warrants accountability from insurersto
19 Cullison, thank you. 19 explain exactly how these higher costs and
20 | don't have anybody else that has signed 20 utilization trends are calculated, so I'm glad
21 upto speak, unless I've missed anything. Yes? 21 to hear that MIA isundertaking that effort.
22 MS. RASWANT: Maansi Raswant from the 22 And more importantly, insurers should show how
Page 83 Page 85
1 Maryland Hospital Association. 1 the hospital savings realized under the model
2 MR. REDMER: Sure, sure. I'm sorry, | 2 arepassed on to consumers.
3 missed you. 3 In addition, we're seeing high
4 MS. RASWANT: Great, thank you. 4 double-digit increases or increased requests
5 Apologies, | camein late, so | may have missed 5 every year, particularly for the preferred
6 onthesign-in sheet there. 6 provider products, as Beth Sammis just
7 MR. REDMER: That's okay. 7 mentioned, and while the independent actuarial
8 MS. RASWANT: So thank you. Good 8 anaysisof the MIA Commission last year is
9 afternoon. Again, Maansi Raswant on behaf of | 9 helpful, and I'm glad to hear again it's
10 the Maryland Hospital Association representing | 10 happening this year, it doesn't work to
11 64 hospitals and health systems across the 11 identify the root causes of the trends and
12 state. 12 characteristics, and to understand for example
13 | want to start off by thanking you, 13 what isdriving the constant increase in
14 Commissioner Redmer, and the MIA staff, for the| 14 morbidity.
15 opportunity to provide our comments, and 15 To do this, in addition to your expertise
16 honestly also for just the thorough process 16 hereat the MIA, we'd invite you to look at the
17 that you're undertaking. | really appreciate 17 HSCRC's processes to analyze the Medicare
18 it, and our members do as well. 18 population and to leverage the all-payers
19 We did submit written comments earlier 19 claimsdatabase. It would also be prudent to a
20 today, so I'll keep my testimony brief, and | 20 member of any programs insurers have in place
21 want to say that it is promising to hear that 21 to manage their populations against the higher
22 so much of what I'll outline and cover isbeing 22 increasesto understand their effectiveness, so

Epi g Court Reporting Solutions - Washi ngton,
www. deposi ti on. conf washi ngt on-dc. ht m

1- 800-292-4789

DC



http://www.deposition.com



HEARI NG - 07/30/ 2018 Pages 86. .89
Page 86 Page 88
1 | wasvery happy to see the slide just looking 1 morbidity rates of the PPO pool.
2 at the types of programs that insurers havein 2 MR. REDMER: I'll let Todd addressthisif
3 place, what their uptick looks like and, Todd, 3 hechoosesto, but | think the answer isyes.
4 | agreethat it would be great to see that 4 Weé've heard, you know, that the PPOisina
5 number increasing every year. 5 death spiral because of adverse selection. So
6 And then to that point I'd like to end by 6 those sicker folksthat have left the PPO, my
7 encouraging the MIA asit workswith the Health | 7 own speculation is part of them have migrated
8 Benefit Exchange on the state reinsurance 8 tono coverage at al and some have, the
9 program to consider the value of care 9 hedlthier of them have migrated to the HMO, and
10 management incentives. The reinsurance program | 10 the population that's left is certainly much
11 presents aunique opportunity to understand and | 11 sicker than the population that did leave.
12 address high rate increases by better linking 12 MR. SWITZER: Since the morbidity
13 healthcare coverage and healthcare delivery, 13 assumption is so critical, we have tried to
14 and it would allow the state to create webbers 14 pull that apart in several ways. One, the
15 (phonetic) that impact long-term stability of 15 peoplethat are in the pool today so far in
16 theinsurance market by increasing quality and 16 2018, what'stheir origin, did they come from
17 reducing costs, and in addition any reduction 17 small group, did they come from large group,
18 inthe cost of care would also decrease 18 were they previously uninsured as best we can
19 reliance on areinsurance program. 19 tell, did they come from within the insurer,
20 So as we move to the total cost of care 20 their other markets, or did they come from
21 model, it'sincreasingly critical that insurers 21 competitors are some of the ways that we're
22 offer plansthat accurately reflect the cost of 22 tryingto parseit.
Page 87 Page 89
1 care, pass savings on to consumers, and, more 1 To your specific question my colleague
2 importantly, facilitate the delivery of care 2 Brad worked on that abit and I'll giveit to
3 that meetstheir needs. While the model holds 3 him.
4 providers accountable for holding costs down 4 MR. BOBAN: On the basic question of HMO
5 and increasing quality, consumers need 5 versus PPO morbidity, it is something we've
6 equitable and affordable coverage to access 6 been monitoring very closely and it's been
7 these high-value services. After all, itis 7 changing alot over the past couple of years.
8 the synergy between accountable care and 8 Just asahistory, pre-ACA PPO had the lower
9 affordable coverage that has made Maryland a 9 morbidity in the market. That was driven
10 model in the nation. Thank you. 10 mainly by the fact that the HMOs had a
11 MR. REDMER: Thank you. 11 statutory requirement to offer maternity
12 Any questions? | think we're good. 12 services, whereas the PPOs did not. Soin
13 | am going to take questions from the 13 2013, right before ACA, PPO was probably twice
14 phonein asecond. Anybody else here have any 14 ashealthy asthe HMO, and in 2014 we probably
15 questions, comments, observations? Y es? 15 had about 30 percent PPO membership and
16 AUDIENCE MEMBER: Withregardstothe |16 70 percent HMO membership, and since that time
17 discrepancy between the PPO clients and the HMO | 17 every year we've been seeing the members
18 clients, hasit been looked at how that 18 continualy buy down from PPO to HMO.
19 transition has happened? Because I'm wondering | 19 CareFirst provides that datain their rate
20 how many PPO clients are now HMO clients, 20 filings that tracks their inner company
21 they've migrated from one to another and 21 movement, and that's a key part of both the
22 whether that in and of itself is affecting the 22 morbidity assumptions for HMO and PPO, so --
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1 and, you know, and that trend is accelerating a !
2 |Ot YOU knOW, |t was 30 percent in 2014, it'S 2 CERTI FI CATE OF SHORTHAND REPORTER- NOTARY PUBLI C
3 down to 15 percent as of 2016, 10 percent as of 3
4 '17, and now we're down to about 7 percent of 4 I, Toni R Thompson, RVR Court Reporter,
5 the pOOl and it'SjUSt kind of becoming 5 the officer before whomthe foregoing proceedi ngs
6 exponential. 6 was taken, do hereby certify that the foregoing
7 SO it'S rea“y one Of the key aSSlJmptionS 7 transcript is a true and correct record of the
8 in thisratefilings, and another thlng iSthiS 8 proceedi ngs; that said proceedings were taken by ne
9 |mpaCtsa” Of the ratefilings, and SO We see 9 st enographi cally and thereafter reduced to
10 the HMO experience look alot better thanthe |10 typewiting under my supervision; and that | am
11 PPO experience, but all carriers need to price 11 neither counsel for, related to, nor enployed by any
12 to the entl re state's average rlSk So it'S 12 of the parties to this case and have no interest,
13 jUSt as important fOf Kaiser's ratefilings as 13 financial or otherwise, in its outcone.
14 for CareFirst's rate filings to take into 14 I N WTRESS WEREGF, | have hereunto set my
15 account these PPO members and to accurately 15 hand and affixed nmy notarial seal this 14th day of
16 estimate just how bad the PPO has gotten from | 16 August 2018.
17 year to year. 17 W Conmi ssion Expires:
18  Any other questions? 18 January 18, 2021
19 AUDIENCE MEMBER: It wasjust sort of a | *° —
20 trend question. 20 £>
21 MR. REDMER: Debbig, if you could ask the | 2t NOTARY PUBLIC IN AND FOR
22 question I'd also beinterested in the flip 22 THE STATE OF MARYLAND
Page 91
1 sideof that. I'm curiousasto if there are
2 membersthat arein the HMO, they get a
3 significant health issue and they migrate up to
4 the PPO because of the expanded network
5 options.
6 AUDIENCE MEMBER: | will check that out.
7 MR. REDMER: Just curious.
8 Any other questions, comments? If not, we
9 will goto the phone. Isthere anybody on the
10 phone that has any comments or observations?
11 One more time, anybody on the phone?
12 All right.
13 TELEPHONE MEMBER: WeTre all on the phone,
14 wejust don't have a question.
15 MR. REDMER: All right. Well, thank you.
16 With that I'll ask the room one more time.
17 Anybody else?
18 All right. Well, thank you once again.
19 Hopefully we're going to have an opportunity to
20 come back and do thisagain real soon. Thank
21 you.

N
N

(The hearing concluded at 2:40 p.m.)
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		13 (8)

		13,000 (1)

		1332 (8)

		14 (2)

		140 (1)

		146 (1)

		15 (6)

		159 (1)

		16 (4)

		16-17 (1)

		17 (9)

		170 (1)

		176 (1)

		17th (1)

		18 (6)

		18.5 (6)

		19 (2)

		19th (1)

		1:00 (1)

		1:30 (1)

		1st (3)

		2 (1)

		2.3 (2)

		2.4 (1)

		2.6 (1)

		2.7 (3)

		2.77 (1)

		20 (6)

		200 (2)

		2007 (1)

		2009 (1)

		2010 (1)

		2013 (8)



		Index: 2014..76.2

		2014 (4)

		2015 (3)

		2016 (6)

		2017 (14)

		2018 (25)

		2019 (29)

		2020 (2)

		21 (1)

		212,000 (1)

		22nd (2)

		25 (1)

		266,000 (1)

		28 (4)

		2:40 (1)

		3 (9)

		3-point (1)

		3.3 (3)

		3.5 (1)

		3.6 (1)

		30 (9)

		32 (2)

		32.9 (2)

		33 (4)

		34.75 (1)

		35 (5)

		36 (3)

		37 (2)

		37.5 (1)

		38 (1)

		4 (6)

		4.2 (1)

		4.7 (1)

		4.8 (1)

		40 (5)

		400 (1)

		42 (1)

		43 (1)

		44 (2)

		45 (1)

		46 (1)

		47 (1)

		47.2 (1)

		49 (2)

		5 (4)

		5.3 (1)

		5.6 (1)

		50 (7)

		55 (1)

		58 (1)

		5th (1)

		6 (7)

		6.4 (1)

		60 (1)

		60,000 (1)

		64 (1)

		642 (1)

		65 (1)

		66 (1)

		7 (6)

		7.3 (2)

		7.8 (1)

		70 (1)

		73 (1)

		74,000 (1)

		75.6 (1)

		76.2 (1)



		Index: 79.8..ahead

		79.8 (1)

		8 (1)

		80 (5)

		80.5 (1)

		82 (2)

		83.4 (1)

		84 (1)

		85.5 (1)

		86 (1)

		87 (2)

		9 (3)

		9,000 (1)

		9.5 (1)

		91 (6)

		91.4 (5)

		93 (1)

		94 (1)

		95 (1)

		98 (2)

		ability (3)

		ACA (31)

		accelerating (1)

		accentuating (1)

		access (4)

		accommodate (1)

		account (3)

		accountability (1)

		accountable (2)

		accurate (2)

		accurately (2)

		accustomed (1)

		Act (4)

		actions (1)

		actual (3)

		actuarial (3)

		Actuaries (1)

		actuary (7)

		Actuary's (1)

		added (1)

		addition (3)

		additional (2)

		additionally (2)

		address (6)

		addressing (1)

		adequate (3)

		adjustment (20)

		Administration (1)

		Administrative (2)

		admit (1)

		advance (1)

		advantage (3)

		adverse (1)

		advocacy (1)

		advocate (1)

		advocates (1)

		Aetna (9)

		Aetna's (1)

		affect (3)

		affected (5)

		affecting (1)

		affects (4)

		affirming (1)

		affordability (2)

		affordable (8)

		after-tax (2)

		afternoon (6)

		age (3)

		aggregate (2)

		agree (1)

		agreements (1)

		ahead (2)



		Index: aiming..believing

		aiming (1)

		aims (1)

		all-payers (1)

		alluded (3)

		amount (6)

		amounts (1)

		analysis (2)

		analyze (1)

		and/or (1)

		Annapolis (2)

		annoying (1)

		annual (2)

		answering (1)

		anti-selection (3)

		anticipate (1)

		anticipated (4)

		anxious (1)

		Apologies (1)

		apologize (3)

		applied (1)

		apply (1)

		appreciated (1)

		approach (1)

		approval (3)

		approvals (1)

		approved (10)

		approximately (2)

		April (1)

		area (3)

		article (3)

		assent (1)

		assessment (4)

		Associate (2)

		Association (3)

		assume (6)

		assumed (3)

		assumes (1)

		assumption (4)

		assumptions (6)

		assure (1)

		attaining (1)

		attempt (1)

		attention (1)

		attracting (1)

		attractive (1)

		attribute (1)

		AUDIENCE (16)

		August (1)

		authorized (2)

		average (24)

		averaged (1)

		avoiding (2)

		aware (2)

		back (14)

		background (1)

		bad (1)

		bailiwick (1)

		balance (2)

		ballpark (1)

		base (4)

		based (3)

		basic (1)

		basically (5)

		basis (3)

		bedrock (1)

		began (1)

		begging (1)

		begin (2)

		beginning (1)

		begs (1)

		behalf (5)

		behavioral (1)

		believes (2)

		believing (1)



		Index: benefit..certification

		benefit (6)

		benefits (2)

		Berry (6)

		bet (1)

		Beth (5)

		big (2)

		bigger (2)

		bill (1)

		billion (1)

		bit (13)

		block (2)

		Blue (1)

		Bluechoice (2)

		Bluecross (1)

		Blues (5)

		Blueshield (1)

		Bob (2)

		Boban (2)

		bore (1)

		bottom (3)

		Brad (2)

		brand (1)

		breaks (1)

		briefly (3)

		bring (3)

		broad (1)

		broker (4)

		brokers (2)

		Bronze (3)

		brought (2)

		Bryson (1)

		Bryson's (1)

		bucket (3)

		build (1)

		building (2)

		builds (1)

		bullet (2)

		bunch (1)

		Burrell (1)

		business (5)

		buy (2)

		buy-downs (1)

		buying (2)

		calculated (1)

		call (3)

		called (7)

		calling (1)

		calls (1)

		camp (1)

		capita (1)

		capital (6)

		capture (1)

		cardiac (1)

		care (15)

		Carefirst (35)

		Carefirst's (4)

		carrier (6)

		carriers (15)

		carriers' (2)

		case (3)

		catastrophic (2)

		catch-all (2)

		categories (1)

		Cathy (1)

		caught (1)

		caused (1)

		causing (1)

		cautious (1)

		cautiously (1)

		caveat (1)

		census (1)

		cents (3)

		CEO (1)

		certification (1)



		Index: certify..continue

		certify (1)

		cetera (1)

		CFMI (1)

		challenged (1)

		change (17)

		changed (1)

		changing (2)

		characteristics (1)

		chart (2)

		charts (1)

		cheapest (1)

		check (3)

		Chet (1)

		Chief (4)

		Choice (1)

		chooses (2)

		chronic (1)

		circumspect (1)

		cited (1)

		Citizens' (2)

		claim (1)

		claimants (1)

		claims (18)

		classified (1)

		clients (4)

		closely (2)

		closer (1)

		CMS (3)

		Coalition (1)

		code (1)

		colleague (1)

		collect (1)

		collected (2)

		collects (1)

		column (2)

		combination (1)

		combined (1)

		commend (1)

		comment (3)

		comments (12)

		Commission (3)

		Commission's (1)

		Commissioner (8)

		Committee (1)

		Communications (1)

		community (2)

		companies (4)

		company (3)

		compared (2)

		compensation (3)

		competitive (1)

		competitors (1)

		complete (1)

		complicated (2)

		comply (1)

		component (2)

		components (6)

		composite (1)

		composition (3)

		comprised (1)

		concern (3)

		concerned (2)

		concluded (1)

		concluding (1)

		conclusions (3)

		conduct (1)

		confirm (1)

		constant (1)

		consultant (1)

		consulting (1)

		consumer (11)

		consumers (14)

		consumers' (2)

		context (3)

		continually (1)

		continue (11)



		Index: continued..dependent

		continued (1)

		continuing (2)

		contract (3)

		contracts (1)

		contrast (1)

		contributing (1)

		contribution (4)

		contributions (1)

		control (1)

		copies (1)

		core (1)

		correct (3)

		correctly (1)

		cost (24)

		costs (24)

		counter (1)

		countered (1)

		country (2)

		couple (8)

		Court (1)

		cover (5)

		coverage (12)

		coverages (1)

		covered (1)

		covering (2)

		CPI (1)

		create (4)

		created (1)

		creating (2)

		credits (1)

		critical (2)

		CSR (2)

		CSRS (1)

		Cullison (6)

		cultivate (1)

		curiosity (1)

		curious (3)

		current (1)

		cut (1)

		Cuts (2)

		D.C. (1)

		data (10)

		database (1)

		date (1)

		Dave (2)

		David (1)

		deadlines (1)

		deal (1)

		deals (2)

		death (1)

		Debbie (1)

		December (1)

		decision (6)

		decisions (2)

		decline (1)

		declining (1)

		decrease (6)

		decreases (1)

		dedicated (1)

		deductible (1)

		deemed (1)

		deeply (1)

		definition (1)

		definitively (1)

		defunded (1)

		Delegate (7)

		deliberation (1)

		delivered (1)

		delivery (3)

		demographics (1)

		departure (1)

		depend (1)

		dependent (1)



		Index: depending..enrollment

		depending (2)

		depends (1)

		Deputy (1)

		design (3)

		detailed (1)

		details (3)

		deter (1)

		deterioration (2)

		developing (2)

		development (2)

		diabetes (1)

		dialogue (2)

		difference (6)

		differing (1)

		digits (2)

		direct (2)

		direction (2)

		directionally (2)

		Director (3)

		discourse (1)

		discrepancy (1)

		discriminatory (1)

		discuss (1)

		distinctly (1)

		distracting (1)

		distributed (1)

		divided (1)

		doctor (1)

		doctors (2)

		document (1)

		documented (1)

		documents (1)

		dollar (5)

		dollars (4)

		double-digit (1)

		downward (2)

		dramatically (1)

		draw (1)

		drive (3)

		driven (2)

		drivers (6)

		driving (5)

		drop (6)

		dropped (1)

		dropping (2)

		Drug (1)

		drugs (3)

		dual (1)

		due (5)

		dynamics (1)

		earlier (7)

		early (5)

		earnings (1)

		ebb (1)

		Eberle (1)

		effect (6)

		effectiveness (1)

		effects (2)

		efficiently (1)

		effort (2)

		elaborate (1)

		eliminated (1)

		Ellis (5)

		emerging (1)

		Employee (1)

		employees (2)

		employer (1)

		employer-based (1)

		employers (3)

		enactment (1)

		encourage (1)

		encouraged (2)

		encouraging (1)

		end (6)

		ended (1)

		ends (2)

		enforcement (1)

		engaging (1)

		enrolling (1)

		enrollment (7)



		Index: entire..flat

		entire (2)

		entities (6)

		entity (2)

		EPO (1)

		equitable (1)

		estimate (7)

		estimated (1)

		estimating (1)

		evidence (2)

		exact (1)

		examining (1)

		examples (1)

		excessive (3)

		exchange (9)

		excited (3)

		exclusive (1)

		Excuse (2)

		Executive (1)

		exercise (1)

		exhibit (2)

		expanded (1)

		expanding (1)

		expect (6)

		expecting (4)

		Expenditure (1)

		expenses (5)

		experience (9)

		experienced (1)

		expertise (1)

		explain (1)

		explains (1)

		explicit (1)

		explore (2)

		explored (1)

		exponential (1)

		express (2)

		expressly (1)

		extent (1)

		external (2)

		facilitate (1)

		fact (8)

		factor (5)

		factors (7)

		facts (1)

		factual (2)

		fairly (2)

		faith (1)

		fall (1)

		families (1)

		family (5)

		fared (1)

		favorable (1)

		favorite (1)

		February (3)

		federal (14)

		fee (8)

		feedback (5)

		fees (4)

		fewer (1)

		field (1)

		figure (3)

		file (6)

		filed (9)

		filing (8)

		filings (18)

		finalized (1)

		finally (3)

		financial (3)

		find (1)

		fiscal (2)

		five-star (1)

		five-year (1)

		flat (1)



		Index: flip..heard

		flip (1)

		floor (1)

		Florida (3)

		focus (3)

		folks (2)

		follow (1)

		for-profit (1)

		forces (1)

		forecast (1)

		forego (1)

		formula (3)

		forward (12)

		Foundation (1)

		fourth (6)

		fund (1)

		funds (1)

		future (5)

		gain (4)

		gain/loss (3)

		gains (1)

		gap (2)

		gave (1)

		generally (2)

		generate (2)

		get all (1)

		GHMSI (1)

		give (17)

		giving (3)

		glad (3)

		Gold (3)

		golden (1)

		good (16)

		government (4)

		graph (1)

		Grason (4)

		grateful (1)

		great (9)

		greater (1)

		greatest (1)

		Grodin (1)

		grounding (1)

		group (48)

		groups (6)

		grow (2)

		grown (2)

		growth (10)

		guess (4)

		guidance (1)

		guiding (2)

		guys (1)

		half (9)

		hands (1)

		happened (6)

		happening (1)

		happy (5)

		harder (1)

		harken (1)

		health (37)

		healthcare (19)

		healthier (3)

		healthies (2)

		healthy (17)

		hear (6)

		heard (7)



		Index: hearing..increasing

		hearing (8)

		hearings (2)

		heavily (2)

		helpful (3)

		helping (1)

		helps (3)

		HHS (1)

		high (16)

		high-cost (1)

		high-risk (1)

		high-value (1)

		high/low (1)

		higher (10)

		highlight (1)

		historical (3)

		history (2)

		hit (1)

		HMO (32)

		HMOS (9)

		hold (4)

		holding (1)

		holds (1)

		holistically (1)

		home (1)

		honestly (1)

		hope (1)

		hoping (1)

		Hopper (1)

		hospital (7)

		hospitals (3)

		HSCRC (1)

		HSCRC'S (1)

		huge (1)

		hundreds (1)

		identify (1)

		imagine (1)

		Imm (1)

		immune (1)

		immunes (1)

		immunity (1)

		impact (16)

		impacting (2)

		impacts (3)

		implement (1)

		important (6)

		importantly (2)

		improve (1)

		improved (1)

		improvement (2)

		improves (1)

		improving (1)

		inadequate (2)

		Inaudible (2)

		incentive (1)

		incentives (1)

		inception (1)

		include (3)

		included (1)

		includes (4)

		including (1)

		income (6)

		incomes (1)

		inconsistent (1)

		increase (50)

		increased (5)

		increases (29)

		increasing (6)



		Index: increasingly..letters

		increasingly (1)

		incurring (1)

		independent (1)

		Index (1)

		indications (1)

		individual (49)

		individually (1)

		individuals (3)

		industry (1)

		influence (2)

		influencing (1)

		information (6)

		initially (1)

		Initiative (2)

		Innovation (1)

		innovative (1)

		instability (2)

		Institute (1)

		insurance (21)

		insureds (3)

		insurer (4)

		insurers (18)

		intended (1)

		interest (1)

		interested (2)

		interests (1)

		interpret (1)

		introduce (5)

		introduced (1)

		investigation (1)

		investment (2)

		invite (1)

		involved (2)

		issue (2)

		issues (3)

		items (1)

		January (1)

		job (2)

		Jobs (2)

		Joe (1)

		joining (1)

		July (1)

		June (1)

		justify (1)

		Kaiser (13)

		Kaiser's (2)

		key (7)

		kind (6)

		Klapper (4)

		knowing (1)

		labor (1)

		lands (1)

		landscape (1)

		large (8)

		lasered (1)

		late (3)

		lauded (1)

		launch (1)

		law (1)

		lead (1)

		leading (2)

		leads (4)

		leave (4)

		leaving (2)

		led (1)

		left (7)

		legal (4)

		legislators (1)

		letters (1)



		Index: letting..meant

		letting (1)

		level (6)

		levels (2)

		leverage (1)

		Lewis (5)

		license (1)

		Liebert (10)

		life (3)

		lines (3)

		lineup (1)

		linking (1)

		listed (1)

		locations (1)

		locked (1)

		locking (2)

		locks (1)

		long (3)

		long-term (1)

		longer (2)

		longer-term (1)

		looked (6)

		lose (6)

		loss (10)

		losses (4)

		lost (8)

		lot (25)

		lots (2)

		loud (1)

		louder (1)

		low (6)

		lower (11)

		lowest (3)

		Maansi (2)

		made (8)

		magnitude (1)

		main (6)

		maintain (2)

		major (3)

		make (16)

		makes (2)

		making (3)

		MAMSI (1)

		manage (2)

		manageable (2)

		management (2)

		mandate (7)

		mandates (1)

		manner (1)

		marked (1)

		markedly (1)

		market (83)

		marketplace (3)

		markets (4)

		Maryland (42)

		Maryland's (1)

		Marylanders (3)

		Massachusetts (1)

		maternity (1)

		math (1)

		mathematician (1)

		matters (2)

		max (1)

		means (4)

		meant (1)



		Index: meantime..nationally

		meantime (1)

		measure (2)

		mechanism (1)

		Medicaid (1)

		medical (12)

		Medicare (3)

		medigap (1)

		meet (3)

		meeting (1)

		meetings (4)

		meets (1)

		member (25)

		members (31)

		members' (1)

		membership (7)

		mention (1)

		mentioned (23)

		met all (1)

		metal (2)

		MIA (12)

		Michele (2)

		Mid-atlantic (1)

		middle (1)

		migrate (1)

		migrated (3)

		migration (3)

		milestone (1)

		million (15)

		millions (1)

		mimic (1)

		mind (1)

		minimize (1)

		minimum (1)

		minus (2)

		minute (1)

		Mirabile (3)

		missed (3)

		mission (1)

		mix (1)

		MLR (1)

		model (6)

		modeling (1)

		models (2)

		modification (1)

		moment (1)

		money (12)

		monitoring (1)

		month (6)

		months (1)

		moratorium (3)

		morbidity (23)

		morbidity's (1)

		Morgan (9)

		Morrow (3)

		motion (1)

		move (5)

		movement (3)

		moving (8)

		multiple (1)

		Murayi (12)

		music (4)

		mute (1)

		NAIC (1)

		Nancy (1)

		narrow (3)

		narrowing (1)

		nation (1)

		nationally (1)



		Index: Navigator..past

		Navigator (1)

		necessarily (1)

		needed (2)

		negative (5)

		negotiate (1)

		nerd (1)

		network (4)

		networks (1)

		news (3)

		Nice (2)

		non-claims (1)

		non-medigap (5)

		nonprofit (1)

		note (4)

		noted (2)

		notes (1)

		notice (1)

		noticed (2)

		number (12)

		numbers (4)

		objection (1)

		objections (3)

		observations (2)

		obtain (1)

		obvious (2)

		occurs (1)

		off-exchange (1)

		offer (10)

		offered (1)

		offering (3)

		offhand (1)

		Office (1)

		offset (2)

		older (2)

		Oliver (1)

		on-exchange (2)

		open (2)

		opening (1)

		Operations (1)

		opinion (5)

		opinions (1)

		OPM (1)

		opportunity (11)

		optimism (1)

		optimistic (1)

		Optimum (1)

		option (2)

		options (1)

		order (1)

		Oregon (1)

		organizations (4)

		origin (1)

		original (2)

		originally (1)

		out-of-area (1)

		out-of-network (1)

		out-of-pocket (1)

		outcomes (3)

		outline (1)

		p.m. (1)

		pace (2)

		pages (1)

		paid (2)

		Panel (1)

		parse (3)

		parsed (1)

		part (11)

		partially (1)

		participate (2)

		participation (1)

		parties (1)

		parts (1)

		pass (1)

		passed (2)

		past (9)



		Index: path..pre-aca

		path (2)

		patience (1)

		patient-centered (2)

		pattern (1)

		pay (7)

		payer (1)

		paying (3)

		payment (4)

		payments (2)

		peel (1)

		penalty (3)

		people (28)

		per-member (1)

		percent (129)

		percentages (2)

		performance (3)

		performed (2)

		perfunctory (1)

		period (3)

		person (2)

		personal (2)

		perspective (2)

		Pete (2)

		pharmacies (1)

		pharmacy (1)

		phone (8)

		phonetic (3)

		physician (4)

		physicians (1)

		pick (1)

		Picker (1)

		picture (2)

		piece (2)

		pieces (3)

		place (6)

		places (1)

		plan (11)

		planned (1)

		plans (18)

		Platinum (3)

		play (2)

		played (1)

		playing (2)

		ploy (1)

		PMPM (2)

		point (6)

		pointed (1)

		points (3)

		pool (9)

		Poor (1)

		Poors (1)

		population (8)

		populations (1)

		portion (2)

		Portland (2)

		position (3)

		positive (3)

		possibility (3)

		possibly (1)

		potential (3)

		poverty (1)

		PPO (47)

		PPOS (8)

		Practice (1)

		pre-ac (1)

		pre-aca (1)



		Index: preferred..questions

		preferred (2)

		premium (14)

		premiums (20)

		prepare (1)

		prepared (1)

		prescription (1)

		prescriptions (1)

		presence (1)

		present (6)

		presentation (4)

		presents (1)

		President (1)

		press (1)

		pretty (8)

		preventative (2)

		prevention (1)

		previously (2)

		price (3)

		priced (2)

		prices (2)

		primarily (1)

		principles (2)

		prior (1)

		problematic (1)

		problems (1)

		process (10)

		processes (1)

		product (8)

		products (8)

		profit (3)

		profitability (1)

		program (15)

		programs (5)

		progress (3)

		progression (1)

		project (5)

		projected (6)

		projecting (5)

		projection (3)

		projections (3)

		promising (1)

		proportion (1)

		proportionately (1)

		propose (3)

		proposed (8)

		proposing (1)

		Protection (1)

		provide (4)

		provided (2)

		provider (6)

		providers (6)

		providing (1)

		prudent (1)

		public (8)

		publicly (2)

		pull (2)

		purchase (1)

		purview (1)

		put (6)

		putting (1)

		qualified (1)

		qualify (2)

		quality (7)
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