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Factual Background

On September 10, 2009. the District oft . olumbia Dcparinlent of Insurance. tiecurities and
Banking ("1)epaitment"), through its themz1cting Ckamnissioner, iennet Purcell
("Commissioner"). con', cned a Public I fearing ("Ilearin") pursuant to the I lospital and
Medical tier\ ices ( 'orporation Regulatory Act of 100 ► (DJ	 aw 11-245: D.C. Official
'ode	 ;1-1=+01 ,./. n ty.1("1 IMS(	 ..%ct").	 amended by the Medical Insurance

l•npowerment Amendment ..\ct of 200. (1).( '. law I I-30 ► : 56 D.C. Reg. 134( ► ) I 0 assist
in the Depaitment's review. the Department retained its own actuarial experts, Rector &
Associates, Inc. ("Department's Experts"). in accordance with section 701) oldie IIMSCR
Act (I).C. Official 'ode 	 -3506(h) to assist with the Department's determination as to
what portion of the surplus of GHMSI is attributable to the District of Columbia ("District")
and whether such surplus i • excessive.

The Department convened the Hearing to elicit testimony and gather information to assist
the Department in determining whether the portion of the Group Hospitalization and
Medical Services, Inc. ("GHMSI" or "Corporation") surplus attributable to the District is
excessive under the HMSCR Act. Upon hearing the testimony from, and questioning of the
Corporation. interested parties, and several public witnesses. the Department adjourned the
Hearing on September 1 I, 2009.

During the Hearing, the Commissioner heard testimony from Ralph Tyler, the
Commissioner of the Maryland Insurance Administration ("Maryland Commissioner"). The
Maryland Commissioner testified that the Maryland Insurance Administration ("MIA") was
currently engaged in an examination of GHMSI's surplus similar to the Department's
review. The Maryland Commissioner stated that the MIA hired the consulting firm, Invotex
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In mid November 2(09, the Department recelvrtl notice that the MIA would hold its Public

the 1'1,1;111c l:11 surplus of Calk•1'11st BlileCross BlueShield ( -MIA (fearing”)

on Nov co slier I 9 20.2009. 1' At the MIA I lea' mtg. Involex was expected to pi cseui its

October 41, 210), report on its review of ( 'areFirst's financial solvency, including an

analysis	 ; I I.MSFs surplus. Invotex provided testimony in support of its October 30,

2009, report which concluded that an "appropriate" Risk Based Capital-Authorized Control

Level (•RBC-i‘CL") range requirement for GHMSI under Maryland law is 700-900%.

On November 18 2009, the Commissioner issued an Order to Reopen the Hearing Record

("Record Order") for the limited and sole purpose of the Department obtaining and

considering information and testimony provided at the MIA Hearing or provided in

Transcript. Public Hearing on Surplus and Review f GHMS Before the Department of Insurance,
Securities and Banking, September 10, 2009, ( -Tr. 1") at 268.
2 Tr. I at 268.

Tr. I at 268.
Tr. I at 268.
Tr. at 269.
Press Release, Insurance Commissioner Tyler to Hold Public Hearing on Surplus of CareFirst, Maryland

Insurance Administration, November 17, 2009.
Id.
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Pursuant to section 7a(b) of the UMSCR Act, the Department finds that cularring the time
for the Department to make its determination after further consideration of Hie MIA surplus
review will serve the best interests and needs of the jurisdictions in (d IMSI's service area.

III.	 Order

WHEREAS, GHMSI's service area comprises of the District of Columbia, State of
Maryland, and Commonwealth of Virginia;

WHEREAS, the Department is conducting an examination of GHMSI's surplus attributable
to the District to determine whether it is excessive under the HMSCR Act;

WHEREAS, the MIA is conducting an examination of GHMSI's surplus similar o the
review being conducted by the Department;

WHEREAS, section 7a(b) of the HMSCR Act directs the Commissioner to consider the
interests and needs of the jurisdictions in GHMSI's service area in implementing the
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