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ACTUARIAL CERTIFICATION

I, Todd Switzer, am the Director of Actuarial Pricing with Group Hospitalization
and Medical Services, Inc (GHMSI) doing business as CareFirst BlueCross
BlueShield and a member of the American Academy of Actuaries. | have been
involved in the development of these rates.

To the best of my knowledge and judgment, this rate filing complies with

applicable laws and regulations of the District of Columbia and produces
premiums that are reasonable in relation to benefits provided.

Todd Switzer, A.S.A., M.A.AA.
Director of Actuarial Pricing
CareFirst BlueCross BlueShield
NAIC Number 53007

Finance Division

Mail Drop Point 01-780

10455 Mill Run Circle

Owings Mills, MD 21117-4208



CareFirst BlueCross BlueShield
10455 Mill Run Circle

Owings Mills, MD 21117-5559
www.carefirst.com

November 24, 2008 o
Carehrst

BlueCross BlueShield

Mr. Laszlo Pentek

Department of Insurance & Securities Regulation

810 1st Street, NE

Suite 701

Washington, DC 20002-8023

Re:  Group Hospitalization and Medical Services Inc. trading as CareFirst
BlueCross BlueShield
NAIC 53007
FEIN 53-0078070
Rate Filing for Small Group Rate Increase (Our Filing #1198)

Dear Mr. Pentek:

Enclosed for your review is the rate filing for the small group business (2 — 50 contracts) of
CareFirst BlueCross BlueShield, Inc. We are requesting a rate increase of 7.2 % for our non-
CDH medical products, 16.7% for our CDH medical products, and 2.0% for our drug products
(CDH and non-CDH) effective April 1, 2009. In addition, we are requesting a rate increase of
2.8% for all of our Non-CDH products, and 3.4% for all our CDH products effective July 1,
2009. These rating actions are summarized in the following table:

Pre-Approved 4/1/09 | Proposed 4/1/09 Rates | Proposed 7/1/09 Rates
Product Rates vs. VS. VS.
1/1/09 Rates 1/01/09 Rates 4/1/09 Rates

PPO 2.5% 7.2 % 2.8%
PPO HSA 2.5% 16.7% 3.4%
PPO HRA 2.5% 16.7% 3.4%
Indemnity CMM 2.5% 7.2% 2.8%
Non-CDH Drug 2.5% 2.0% 2.8%
CDH Drug 2.5% 2.0% 3.4%

The complete pricing analysis for DC can be found on page 4 of the actuarial memorandum. The
pricing analysis for DC & VA combined can be found on page 5.

Our renewal increase floor of 0.0% remains in effect. Our cap range is to being increased to
12.0% to 35.0% effective April 1, 2009.

Our new business discount of between 0.75 and 1.00 to be given to new groups that are
medically underwritten is still in effect. There is a 3 year grade to the discount which, by the
beginning of the group’s fourth year, will be a factor of 1.00.

CareFirst BlueCross BlueShield is an independent licensee of the Blue Cross and Blue Shield Association.
® Registered trademark of the Blue Cross and Blue Shield Association. ® Registered trademark of CareFirst of Maryland, Inc.




The form numbers associated with the rates are displayed throughout the filing.

As of 12/31/07, the "Risk-Based Capital” (RBC) percentage for GHMSI was 916%, for CFMI
was 808% and for CFl was 869%. In 2005, an independent actuarial consultant, Milliman,
recommended an optimal RBC range for GHMSI of 800%-1100% (midpoint = 950%) and for
CFEMI of 950%-1250% (midpoint = 1100%). We have engaged Milliman to update their report
and recommended optimal RBC ranges. The Boards of Directors of CFI, CFMI and GHMSI
have approved a Long Range Strategic Plan which includes targeted RBC ranges.

Over the past several years, health care costs have continued to increase at a pace significantly
greater than CPI and increases in wages. In recent years CareFirst (CF) rate filings have shown
an itemization of the premium dollar where 4¢ is targeted as "contribution to reserve (before
Federal income taxes)" (CtR). Due to the continuing increases in health care trends, the difficult
economic environment and the sound financial position of the companies, in certain cases the
enclosed rate filings include less contribution to reserves than past filings. CareFirst will
continue to evaluate the investment of its reserves towards rate moderation, consistent with its
mission of providing affordable health insurance while maintaining a financially viable and
competitive company.

We appreciate your consideration of this matter. If you have questions regarding this filing,
please contact me at (410) 998-7519.

Sincerely,

Digitally signed by Dwayne Lucado
DN: cn=Dwayne Lucado, o=CareFirst BlueCross

Dwa y n e L u Ca d o BlueShield, ou=Actuarial Pricing Department,

email=dwayne.lucado@carefirst.com, c=US
Date: 2008.11.24 10:45:34 -05'00'

Dwayne Lucado, F.S.A., M.A A A.
Assistant Actuary, Manager
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| HEREBY CERTIFY that | have reviewed the applicable filing requirements for thisfiling, and the filing complies with all
applicable statutory and regulatory provisions for the state of the District of Columbia

Print Name Todd Switzer, A.S.A., M.A.AA. Title Director of Actuarial Pricing

Todd Switzer
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