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for comprehensive health business other than FEP during the years GHMSI built its 
surplus to its current level? 
 

3. GHMSI noted that, in the last few years, its RBC has declined by 166 points—from 1098% 
to 932%.  Transcript, at 176.  Please say what part of this decline GHSMI regards as 
community reinvestment resulting from GHMSI’s decreasing of rates to reduce surplus. 
 

4. GHMSI stated that it expects a decline of 80 to 100 points in RBC in 2014.  Transcript, at 
129.  Please say what part of this expected decline is owing to the effort Rector described to 
subsidize rates as part of GHMSI’s community reinvestment obligation.  Transcript, at 51. 
 

5. GHMSI stated that other Blues over the last 5-7 years averaged margins of 3%.  Transcript, 
at 98.  Please provide data showing which other Blues GHMSI is referencing and their 
margins on non-FEP business.   
 

6. GHMSI stated that GHMSI has never approached these levels of margin; however, it 
appears that GHMSI achieved this margin on its non-FEP business as recently as 2010.  In 
years that GHMSI did not achieve a 3% margin on its non-FEP business, is this because 
GHMSI spends more on community reinvestment than other Blues or due to the company 
intentionally reducing margins?  Are there other reasons for GHMSI’s lower margins as 
compared to other Blues plans? 
 

7. Milliman stated in its most recent study that GHMSI can increase surplus by establishing 
rates with a premium margin that includes a “surplus contribution factor.”  Milliman, Inc. 
CareFirst, Inc. Group Hospitalization and Medical Services Inc., Development of 
Appropriate Surplus Target and Optimal Surplus Target Range, June 27, 2014, at 8.  Does 
GHMSI agree with this? 
 

8. GHMSI argued that it is under order from the Maryland Commissioner to increase 
GHMSI’s surplus by 200 points.  Transcript, at 117.  Can GHMSI confirm that the 
applicable order is Exhibit 15 of GHMSI’s pre-hearing report?  What steps has GHMSI 
taken to respond to this?  Is the company under similar order to increase surplus for CFMI?  
If yes, what steps have been taken to respond to that? 
 

9. At several instances in its testimony GHMSI made comparisons to other Blues plans, yet 
GHMSI advised Rector that a peer analysis would not be helpful.  Please explain then why 
the analyses you cite are probative. 

  
 
 Suggested Questions for Rector/FTI 
 

1. Mr. Toole of FTI testified that his assumptions in the model are based on exactly what he 
thought would happen.  Transcript, at 29.  Does this mean that for premium growth, equity 
portfolio, and rating adequacy, FTI’s assumption for each of these at the 50% probability 
level reflects its best estimate of what would actually happen with regard to each of those 
factors?  What was FTI’s best estimate for each of these three factors as reflected in the 
model?  How do 2013 actual results compare to these assumptions? 




