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Follow-Up Information Requested of GHMSI by the 
D.C. Department of Insurance, Securities and Banking 

at the September 10 – 11, 2009 Hearing 
 
1)  Request from Mr. Rector, page 182, lines 2 to 12 Re:  Data on Policies 

• GHMSI Response:   
 GHMSI had a total of 36,752 individual policies as of the close of 2008:  12,905 

issued in DC, in Maryland 9,816, and 14,031 in Virginia. 
 GHMSI had a total of 16,510 group policies as of the close of 2008:  3,712 issued 

in DC, 9,263 issued in Maryland and 3,535 issued in Virginia.   
 GHMSI had a total of 77 self-insured ASO contracts at the close of 2008:  25 

accounts were based in DC, 43 accounts based in Maryland and 9 accounts 
based in Virginia. 

 
2)  Request from Mr. Rector, page 182, lines 2 to 12 Re:  Numbers of Providers  

• GHMSI Response:  
 GHMSI’s provider network is made up of 4,423 providers located in DC with 

30,900 located outside of DC.  CareFirst BlueChoice’s provider network, of which 
GHMSI owns 40%, has 3,671 providers in DC and 26,870 located outside of DC. 

 Only individual providers (practitioners) are reported.  The provider “group” is not 
counted in this report. 

 If a practitioner is affiliated with multiple providers, multiple office locations, or 
multiple jurisdictions, then the provider is counted one time in each jurisdiction 
(county) where they have an office location.  Two offices in the same jurisdiction 
count only as one practitioner. 

 
3)  Request from Mr. Rector, page 191, lines 11 to 21 Re:  Data on the Correlation 
between Claims vs. Residence 

• GHMSI Response:  Based on claims data, nearly 70% (67% to be exact) of GHMSI’s 
care costs are incurred in the jurisdiction where members live. 

 
4)  Request from Mr. Rector, page 215, lines 14 to 18, Re:  Request a copy of GHMSI 
Charter 

• GHMSI Response:  Attached hereto as Exhibit A. 
 
5)  Request from Ms. Schroeder, page 219, line 13 to line 18, Re:  Community 
Reinvestment for 2008 and Projected for 2009 

• GHMSI Response1:   
 In 2008, GHMSI reinvested a total of $31.3 million in its service area:  $5.2 

million in grants, $9.9 million in subsidies and $16.2 million in premium taxes.  
                                                 
1 The implementation of cross-jurisdictional accounting rules in 2008 complicated the calculation of subsidies and premium taxes 
allocated to GHMSI vs. CFMI.  We have presented a conservative community reinvestment number for GHMSI in 2008 (with any 
additional contributions being captured in CFMI) and a reasonable estimate for giving, subsidies, and taxes for GHMSI in 2009. 
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More detailed information about the grants is available on the DISB website 
under the heading CareFirst Community Giving.  When reviewing this 
information, please refer to the items labeled NCA (National Capital Area) which 
is synonymous with GHMSI’s service area.   

 In 2009, GHMSI expects to reinvest a total of $45 million in its service area.  As 
of September 30, 2009 a total of $33.6 million has already been reinvested in the 
community.  Of this amount, $4.3 million is in the form of grants, $14.5 million in 
subsidies, and $14.8 million in premium taxes.  Please note that the subsidy and 
premium tax numbers are estimated. 

 
6)  Request from Mr. Toole, page 246, line 7 to page 247 line 12, concerning other surplus 
studies GHMSI’s expert (Milliman) has performed for other insurers and when the surplus 
was outside of Milliman’s recommended optimal range:   

• Response of Robert H. Dobson of Milliman:  We have performed ten other such studies 
in recent years where we recommended a range.  One of the insurers was inside of the 
range at the time of the study.  The others were all outside of the range, both above and 
below.    
 

7)  Request from Rector and Associates received via e-mail on October 21, 2009 inquiring 
as to the effect of a change in assumption in the Milliman model.  What would the RBC 
range for GHMSI be if the goal was to assure that it was a “virtual certainty” that GHMSI’s 
RBC range would remain above 200%? 
 GHMSI Response:  750% - 900% 
 
8)  Request from Mr. Toole, page 246, line 7 to page 247 line 12, concerning other surplus 
studies GHMSI’s expert (Lewin) has performed:   

• Lewin Response:  The Lewin Group has performed surplus/reserves and community 
benefits analyses on behalf of six different BCBS plans.   Our analysis often includes 
many activities, including market and competitive assessments, community benefit 
obligations, and calculations of surplus ranges.   Not all plans have requested target 
surplus ranges, as the surplus ranges are just one component of a larger effort.  

 The following four ranges have been calculated on behalf of Blue Cross Blue 
Shield plans. These projects were all proprietary, so no names are given and the 
ranges have been rounded to the nearest 50th percentile.  The four ranges are: 
550% – 750%, 550% – 800%, 600% – 850%, and 650% – 900%.  These ranges 
were developed using Lewin’s historical RBC model, which relied solely upon 
publicly available financial filings as reported to the NAIC, and models potential 
losses based on the historical variation of surplus as a percent of revenue 
experienced by similar, comparable Blue plans. Of these four projects, one of the 
plans was above the range suggested by Lewin’s model. 

 In addition to working for various Blue plans, Lewin has also recently worked with 
three states, Pennsylvania, Washington and Rhode Island, on surplus issues.  
Some of our work was focused more on policies for regulating surplus.  For two 
states, Pennsylvania and Rhode Island, we calculated surplus ranges. The 
appropriate range for Rhode Island’s Blue Cross plan was determined to be 
650% – 900%.  In Pennsylvania, Lewin did not individually assess each plan.   
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Rather, we used our model to assess the reasonableness of the ranges set forth 
by the Pennsylvania Insurance Department.   This analysis led us to conclude 
that surplus levels that produce RBC ratios in the range of 500% to 900% can be 
justified to protect against underwriting swings that could jeopardize a Blue plan’s 
standing with state insurance regulators and the Blue Cross Blue Shield 
Association.  

 
NOTE:  A review of the transcript identified the following additional commitments made 
by GHMSI during the hearing.   
 
9)  Request from Mr. Rector, page 185, beginning on line 22 Re:  Who pays what portion 
of premium? 

• GHMSI Response:  Detailed information is available on the slide attached hereto as 
Exhibit B. 
 

10)  Request from Mr. Toole, page 239, line 6 to page 240, line 9, related to management 
interventions during the loss cycle.   

• Response of Robert H. Dobson of Milliman:  The answer given in testimony was not as 
complete as it might have been.  Actually, the use of the 2- and 2½-year rating cycle 
approach is based on management intervening quite rapidly to address the under-rating 
that is assumed to be occurring during the loss cycle.  It is true that we do not assume 
that management increases margins, but we do assume that management reacts quickly 
to restore margins to the assumed level. 

 
11) Request from Mr. Rector to Ms. Chollet and GHMSI, page 353, lines 10 to 17, 
regarding where GHMSI falls relative to the Pennsylvania Plans 

Response of Robert H. Dobson of Milliman:  In our opinion, GHMSI falls much closer to 
Capital Blue Cross (Capital) than it does to either Highmark or Independence Blue Cross 
(IBC).  See the attached comparison of premiums.  We have reviewed the opinion of the 
Pennsylvania Insurance Commissioner.  It appears that the two primary drivers of her 
classification of the Pennsylvania Blue Plans into size categories were premium level 
and diversification.  With regard to diversification, we believe that GHMSI is more like 
Capital than Highmark and IBC as well, based both on the number of subsidiaries and 
the types of business in which the subsidiaries are engaged.  The subsidiaries are also 
identified in the tables attached hereto as Exhibit C. 
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CareFirst, Inc.
Summary of Premium from 2003 and 2008 Statutory Financial Statements(1)

($ millions)

Premium 2008 Net Pennsylvania Determination:
Direct Net Premium for Surplus Ratio - 2008 Sufficient Operating

Company 2003 2008 2003 2008 Parent Only Surplus ACL-RBC Ratio Surplus Range (2)

Highmark $7,724.0 $11,217.5 $7,643.7 $11,201.1 $5,770.4 $3,063.1 $479.6 639% 550% - 750%
Independence Blue Cross 7,992.8 10,112.4 8,049.4 10,192.2 343.0 1106.8 329.3 336% 550% - 750%

Capital Blue Cross 1,776.2 1,980.4 1,773.7 1,979.9 197.5 624.8 73.4 851% 750% - 950%

GHMSI(3) 2,248.2 3,825.1 2,247.9 3,513.4 2,815.2 686.8 81.3 845%

Notes:
(1) Includes premiums for subsidiaries.
(2) As measured by the lower of Health RBC ratio or consolidated risk factor ratio.
(3) GHMSI includes 40% of CFBC.  

 
12) Request from Commissioner Barlow, page 357, line 1 to line 7, Re:  request for legal 
analysis. 

Hogan & Hartson Response:  Please refer to the post-hearing brief submitted by Hogan 
& Hartson which is included in the package of materials delivered to DISB on November 
2, 2009. 
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Exhibit A 
GHMSI Charter 
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MalntentmOe in _p-

arate fund of dt\,dg-
nAted sums tran_-
fertx.d: us_,s.

PUBLIC LkWS----CHS. _AUG. 11, lfg'19 [53 STAT.

SEC. _. (fit) From the fund authorized to be transferred by section
1 hereof, the Secretary of Agriculture is authorized to transfer to the
Secretary of the Interior sums as follows to be maintained in a
separate fund, $75,000, which shall be used by the Secretary of the
Interior to promote the free flow of domestically produced fishery
products in commerce by conducting a fishery educational service;
and $100,000, which shall be used by the Secretary of the Interior
to. develop and increase markets for fishery products of domestic

orlgan.
Approved, Augalst 11, 1939.

AugUst 11, 1939
lid. it. 5_47J___

|Public, No. 394]

Wenatchee No, tion -
aI Fore-st, Wash.

Addition of certain
lsnds authorized.

42 Star, 4f_5; 43 Slat.
lt_Jo.
16 U. S. ('. §_ 4S5,

4_6.

Inelusirm of public
Iamt_.

l'rior rights not
a_poted,

Mineral locations,
.'w.

[CII APTER 697]
AN ACT

To authorizc the addition of certain lands to the Wenatehee National Forest.

Be _t enacted _; :,x_, ;_,._nate ,._nd House of Representatives of. the
United States of America in Congress assembled, That any of the
following-described lands which are found by the Secretary of

Agriculture to be chiefly valuable for national-forestpurposes may be
exchanged under the provisions of the Act entitlred-"An Act to
consolidate national forest lands", approved March '20, 1_22, as
amended, and upon acceptance of title therefor shall become parts of
the Wenatchee National Forest: Township 25 north, range 21 east,
Willamette meridian, section 5; section 6, north half. Township 26

north, range 21 east, Willamette meridian, sections 1 to 8,_inclusive;
section 17, west half; sections 18 and 19; section 90, west half; section

29, west half; sections 30 and 31. Township 27 north, range 21 east_
Willamette meridian, sections 19 to 36, inclusive.

SEc. 2. All public lands within the areas described in seetmn 1 are
hereby added to the Wenatchee lqational Forest and shall hereafter
become subject to all laws and regulations applicable to national
forests. The addition of such lands shall not affect any entry or

vested right under the public land laws initiated prior to the passage
of this Act. Lands received in exchange or purchased under the

provisions of this Act sball be open to mineral locations, mineral
development, and patent, in accordance with the mining laws of the
UnitedStates.

Approved, August 11, 1939.

Auglk_t 11, 1939
[U. R. 6205]

[ Public, No. 395]

(troup n c,_pitallza-
tion, Inc.

Incorporators,

I "orDorate name,

[CHAPTER 698]
AN ACT

Providing for the incorporation of certain persons as Group Hospitalization, Ine.

Be Ct enacted by the _enate and House of Representatives of the
United Eta:tea of America in _ongress assembled, That Arthur (3.
Christie, doctor of medicine; Major General Charles R. Reynolds;
Mrs. Joshua Evans, Junior; Joseph tL Himes; General Frank T.

Hines; Frank 1_. Jelleff; I-Ioward W. Kacy; Mark .I_-msbur_-di;
Admiral ]loss T. McIntire; George H. O'Connor; Sidne_ F. Ta)ia-
ferro; Charles S. White, doctor of medicine; Roger J. W_h.iteford;
Thomas W. Brahany ; and E. Barrett Prettyman, and their succes-
sors to be selected in the manner hereinafter declared, be, and they

hereby are, incorporated and made a body politic and corporate, by
the name of "Group Hospitalization, Inc.", and by that name may
contract and be contracted with, sue and be sued, plead and be

impleaded in any court, of law or equity of competent jurisdiction,

and may have and use a common seal.
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Sr_c. 2. Said corporation is hereb_ authorized and empowered ro,,e=.
(a) to enter into contracts with individuals or groups of individuals
to provide for hospitalization of such individuals, upon payment of
specified rates or premiums, and to issue to such individuals appro-
priate certificates evidencing such contracts; (b) to enter into con-
t_lets with hospitals for the care and treatment of such individuals,
in accordance with the terms of such certificates; and (c) to cooperate,
consolidate, or contract with groups or organizations interested in
promoting and safeguarding the public health.

SEC. 3. Said corporation shall not be conducted for profit, but shall Near, oat b_n_.eoaducted for beI_fll_

be conducted for the benefit of the aforesaid certificate holders. The of certt_cat_hold_.
business and affairs of this corporation shall be conducted by its
board of trustees, who shall have full power and authority in the
premises, including authority to provide for all expenses incident to
the conduct and management of its business and affairs, The number Trustees.
of trustees shall be fixed by the bylaws, but shall be at least fifteen.
and shall be maintained so as to be divisible into three equal classes_
The incorporators are hereby declared to be the first boar_ of trustees Xneorporatorsde-
of this corporation, and their respective terms of office shall be as _l_d _rst _rd oftrustees; terms of

follows: General Frank T. Hines, Sidney F. Taliaferro, and Frank orate.
R. Jelleif, five years; Howard W. Kacy, Admiral Ross T. McIntire,
and Arthur C. Christie, four years; Major General Charles R.
Reynolds, Joseph H. Himes, and Charles S. White, three years; Mrs.
Joshua Evans, Junior, Mark Lansburgh, and George H. O'Connor.
two years; Roger J. Whiteford, Thomas W. Brahany, and E. Barrett_
Prettyman, one year. Upon the expiration of the respective terms Ap_int_emotsu_
of said trustees, their successors shall be appointed as follows: One
by the Commimioners of the District of Columbia, one by the Medical
Society of the District of Columbia, and one by a group consisting
of the president or chairman of the boards of trustees or other desig-
nated l_ndividual of each hospital with which the corporation shall
have contracts for hospitalization, at a meeting called thirty da_s in
advance by the president of Group Hospitalization, Inc. If either
of the other two groups aforesaid shall fail to name their respective
quotas of trustees at any time, then such trustees shall be selected by
the Commissioners of the District of Columbia. If the number of
trustees shall be increased, each of the appointing authorities hereto-
re_re designated shall increase, proportionately, the number of trustees
to .be appointed by such appointing authority. Each of the trustees
to be appointed as aforesaid shall serve for five years.

Szc. 4. The first board of trustees shall meet within ten days after M_tt_, em_,
the approval of this Act and elect st president, vice president, secre- _t¢.
tart and treasurer, and from time to time such additional officers as
the bylaws may provide, and also transact such other business as may
properly come before them, including the preparation for approval,
from time to time, of the necessary bylaws for the proper conduct of
the corporation. The treasurer shall give bond to the corporation
with sufficient surety, in such penalty as the trustees determine, for
the faithful discharge of his duty. "Thereafter the meetings of the
trustees shall be held at such time and place as provided in the
bylaws. In case of vacancy in the board of trustees caused otherwise
than by expiration of term of office, such vacancy shall be filled by
the remaining trustees for the unexpired term of mmh former trustee.

Szc. 5. The corporation shall file with the superintendent of insur- Certifiedcep_, of
chttrter to be filed with

ance of the Di_rict of Columbia a certified copy of this charter, of its suvc,tnt_=d_.tot i_-
bylaws, and copies of the forms of contracts to be offered to the _'_'_' D. c.
certificate holders, whereupon the company may commence operations
under this charter. The corporation shali also file annually with said R_,t.
superintendent of insurance a statement disclosing the operations of
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Improper conduct.

[nvest_tlcnt5.

Application or"D. ('.
I_V,'S.

Pttrtx)ses declared;
property t_t-c.(empt;
exc_ptiou.

Corporate authoz'-
|ty.

Righl tO amend or
n'i_eal _-aerved.

PUBLIC LAWS.--CHS. 698, 699_AUG. 11, 1939 [53 STAT.

tile corporation for the preceding year, and its financial position. If
said superintendent shall have reason to believe that this corporation
is not complying with the provisions of this charter, or is being
operated for profit, or fraudulently conducted, he shall cause to be
instituted the necessary proceedings to enjoin such improper conduct,
or to dissolve this corporation.

Szc. 6. The funds of this company may be invested only in securi-
ties in which the funds of insurance companies may be invested, as
provided by the laws of the District of Columbia.

SEo. 7. This corporation shall not be subject to the provisions of
statutes regulating the business of insurance in the District of Colum-
bia, but shall be exempt therefrom unless specifically designated
therein.

S_.c. 8. This corporation is hereby declared to be a charitable and
benevolent institution, and all of its funds and property shall be
exempt from taxation other than taxes on real estate.

Sic. 9. The corporation is hereby authorized and empowered to
take over, carry out, and a_ume all contracts, obligations, assets, and
liabilities of a corporation heretofore organized and now doing busi-
ness in the District of Columbia under the name of Group Hospital-
ization, Inc.

Szc. 10. This Act may be altered, amended, or repealed at the
pleasure of the Congress of the United States of America.

Approved, August 11, 1939.

Atlgt_t 11, 1039
in. R._aq

l Public, No. 3_]

rk_l control,

33 U. S, C., 9upp.
IV, | 701_.

R_movai of debris,
ere,

R_rictt_,

Ftmda m_le avail-
able for surveyS,
f)ztring/_p_vg_, egO,

.'_2Star. 804.
U. S. C., Supp.

IV, | SSSb.
Exchange of land

_Jr other pboperty.
Buffalo Bayou and

¢ribttts, rte$, Tex,
52 Star. 802.

_2 ,gtat. 1215.

:L3 U. 8, C., 9upp.
IV, | 701e (noto).

Ohio River B&_in,
52 Star. t217.

[CHAPTER 699]
AN ACT

Amending previous flood-control Acts, and authorizing certain preliminary
examinations and surveys for flood control, and for other purlmmm.

Be it enacted by the _enate and House of_ Representatives of t_
United States of Ameba in _ongress assembled, That section 2 of_the
Flood Control Act of August 28, 1937, is hereby amended to read as
follows:

"That the Secretary of War is he.by_ authoriz_l to allot not to
exceed $300,000 from any appropriations heretofore or hereafter made
for any one fiscal year for flood control, for removing accumulated
snags and other delsris and clearing channels in navigable streams and
tributaries thereof when in the opinion of the Chief of E_rs such
work is advisable in the interest of flood control: Pr_, That not
more than _,000 shall be allotted for this purpose- for any single
tributary from the appropriations for any one fiscal year."

Stay. _. Funds heretofore or hereafter appropriated for construction
and maintenance of flood-control works by the War Department shall
be available for expenditure by the War Department in making exami-
nations and surve.ys for flood control heretofore or hereafter author-
ized, or in preparing reports in review thereof as authorized by law, in
addition to funds heretofore authorized to be expended for such
purposes by the War Department.

Sv.c. 3. That section 9_of the River and Harbor Act of June 20, 1938,
is hereby made applicable to authorized wor -ks of flood control.

Szc. 3a. Buffalo Bayou and its tributaries, Texas; the project set
forth in House Document Numbered 456, Seventy-fifth Congress, and
authorized by Public Law Numbered 685, Seventy-fifth Congress, is
herebymodified in accordance with the provisions of section 2 of Public
Law Numbered 761, Seventy-fifth Congress, and all requirements of
local cooperation inconsistent with said section 2 are hereby eliminatecL

S_c. 4. The flood-control plan for the Ohio River Basin authorized
in section 4 of the Act of Congress June 28, _938 (Public, Nmnbered
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Exhibit B 
Data on Employer / Employee Share of Premium 
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Premium History - <65 and Small Group (2-50)

Individual Under 65 Premium Changes Over Time: 
Personal Comp Family Rate for Average Age 41
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Source:  2003-2008 Pricing Reports; US 
Bureau of Labor Statistics 2007

• Since 2003, the premium for the most popular Individual Under 65 product has increased 66%.

• The premium for one of the most popular MSGR product (HMO) has increased 97% since 2003 and Non-MSGR (PPO) 
increased 50% in VA and 31% in DC.

MSGR (2-50) Premium Changes HMO Family Rate for 
Average Age 37 (Employer Contribution 52%)
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Non-MSGR DC (2-50) Premium Changes PPO 
Family Rate for Average Age 37 

(Employer Contribution 58%)
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Exhibit C 
Spreadsheets Comparing Pennsylvania Blue Plan Subsidiaries vs. GHMSI 














