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1 THE HEARING OFFICER: Good 

2 mornin g. I would like to call this public 

3 hea rin g to order. Pl eas e mak e sur e that all 

4 c ell phon es and other electronic devices hav e 

5 been shut off. 

6 On behalf of th e Connecticut 

7 Insurance De p a r t me n t , I would like to welcom e 

8 you to this administ rative hearing . I am 

9 Pau l L o mb a r d o and hav e been appoint ed by 

10 Commissioner Leonardi to presid e at today's 

1 1 pub li c h earing. 

12 The subject of this 

13 administrative h earing 1S th e individual rat e 

14 appli cation, dat ed Ma y 30, 20 14, fi led by 

15 Anth em Blue Cross and Blue Shi eld, which will 

16 be ref erred to as Anthem or th e Applicant . 

17 For th e record, Dock et Number 

18 LH1 4-1 55 has b e en ass ign ed to this matt er by 

19 th e Insuran c e Department. 

2 0 I wou ld also lik e t o remind 

21 a ll att end e es that I expe c t e ver yo ne t o 

22 condu ct themse lv es in an orderly and 

2 3 respe ctfu l mann e r . Any c o n d uc t d et e rmin ed to 

24 b e disord erly or int erfering with this 

2 5 proceeding will be d ealt with und er the 
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1 app ropriate legal authority. 

2 Pursuant to th e rules of th e 

3 Insuran ce Department , which are post ed in the 

4 rec eption ar ea and on the do ors o f this 

5 hearing r o o m , no signs or demonst rations ar e 

6 permitt ed, and anyone not conforming to th ese 

7 restrictio ns will be req u ired to leave the 

8 proc eeding. 

9 I want to tak e a moment at the 

1 0 sta rt of this pro c eeding to ex p l a i n th e wa y 

11 an administrative hearing works . Many of you 

12 ma y be familiar with h earings h e ld by th e 

1 3 Legislature to c o n s i de r prop osed l egislation 

14 or agen cies ln you r town or c i t y to c o n s i d e r 

1 5 town affairs, but may not be familiar with 

1 6 this typ e of administrative hearing . 

17 Administrative h earings, su ch 

18 as this, is a regulatory proceed ing in which 

1 9 a pa rty, a n this instance, Anth em , is 

2 0 r equired to pr esent do cumentati on and 

21 argumen ts re g ar d i ng their appli c ation . 

22 Ultimat ely, Commissioner Leonardi will de cide 

23 this matter based o n a recomm endati on that I 

2 4 wil l pr epare. 

2 5 This is not a cou rt 
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1 proceeding, but it does operate under a 

2 system of rules with the presentation of 

3 evidence and witnesses who testify under 

4 oath. 

5 We will have two opportunities 

6 for oral public comment at this hearing. 

7 First, r n a couple of minutes, there will be 

8 an hour devoted to public comment with the 

9 amount of time for each statement restricted 

10 out of respect for the time of everyone here. 

11 Secondly, there will be a 

12 second period of time for public comment at 

13 the end of the proceeding for those who are 

14 unable to speak during the first hour. Also 

15 noted, written comment may be submitted until 

16 four o'clock at the reception desk today. 

17 Unlike a legislative hearing, 

18 which can continue as long as one legislator 

19 is in attendance, this type of proceeding 

20 cannot continue if the Hearing Officer, all 

21 attorneys, Applicant or Intervener needs to 

22 have the proceeding and those will be 

23 times we will call a recess. 

24 For the record this hearing 1S 

25 being held pursuant to Sections 38a and 
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1 38a-48l of the Connecticut General Statutes 

2 and will be conducted in accordance with the 

3 Insurance Department's rules of practice and 

4 the Connecticut Uniform Administrative 

5 Procedure Act. 

6 Anthem Health Plans, 

7 Incorporated, D/B /A Anthem Blue Cross and 

8 Blue Shield, will be referred to as Anthem or 

9 the Applicant. The Connecticut statute 

10 governing this rate application, Connecticut 

11 General Statute 38a-48l, provides that rates 

12 shall not be excessive, inadequate or 

13 unfairly discriminatory. 

14 In addition, Section 38a-8 of 

15 the Connecticut General Statutes Provides 

16 that the insurance commissioner has all of 

17 the powers specifically granted and all 

18 powers that are reasonably necessary to 

19 protect the public interest in accordance 

20 with the duties imposed by the Connecticut 

21 insurance statutes. 

2 2 This public hearing is being 

23 held to consider whether the rate lncrease 

24 application filing, also known as, 

25 Application, dated May 30, 2014, by Anthem 
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1 concerning premium rates for its on-and-off 

2 exchange individual health insurance 

3 products, which we will call, individual 

4 products, 1S excessive, inadequate or 

5 unfairly discriminatory pursuant to 

6 Connecticut General Statute 38a-481. 

7 This proceeding was commenced 

8 on May 30, 2014, when the Applicant filed 

9 with the Connecticut Insurance Department, to 

10 be referred to as the Department, a rate 

11 application regarding the individual 

1 2 products. In response to the filing, 136 

13 public comments were filed with the Insurance 

14 Department prior to the date the hearing was 

1 5 called. The Insurance Department initially 

16 reported that 190 comments had been submitted 

17 prior to the date of the notice; however, we 

18 determined a number of these comments were 

19 system duplicates. 

2 0 While there is no statutory 

2 1 requirement that a rate hearing be held, on 

22 June 11 , 20 14, Commissioner Leonardi ordered 

23 that a public hearing be held on June 27, 

24 2014, to consider the Commissioner granting 

25 approval of the proposed application. 
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1 A copy of the notice for this 

2 public hearing was filed with the Office o f 

3 the Secretary of State. In addition, this 

4 notice was posted on the Insurance 

5 Department's Internet website. 

6 This notice indicated that the 

7 application was available for public 

8 inspection at the Insurance Department and 

9 electronically on the Insurance Department 

10 website, and that the Department was 

11 accepting written statements concerning the 

1 2 application. In addition, the Department 

13 created a webpage concerning the application, 

14 ln addition excuse me and all records 

15 of this proceeding will be posted to that 

16 site . 

17 In accordance with the rules 

18 of practice of the Connecticut I n s u r a n c e 

19 Department , Anthem has been designated as a 

20 party to this proceeding. Without being 

2 1 designated as an official party to this 

22 proceeding , the Connecticut Insurance 

23 Department staff will have the right to ask 

24 questions of the witnesses to this hearing. 

2 5 Joining me are Attorney Beth 
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1 Cook and Attorney Jim Perras. The Office of 

2 the Healthcare Advocate has been designated 

3 as an intervenor. 

4 The healthcare advocate role 

5 as an intervenor is to provide information to 

6 the Insurance Department related to the 

7 problems and concerns of consumers relevant 

8 to the specific application at issue and to 

9 make recommendations to the Department 

10 relevant to the specific application at 

11 issue. 

12 At this time, I would like 

13 counsel for the Applicant and counsel for the 

14 Intervenor to identify themselves. Both the 

15 Applicant and the Intervenor have designated 

16 lead counsel for this proceeding, and I would 

17 ask that those lead counsel identify 

18 themselves as part of their introduction. 

19 Applicant, please? 

20 MR. DURHAM: Thank you, 

21 Mr. Lombardo, and good morning. 

2 2 THE HEARING OFFICER: Excuse 

23 me, you I re going to have to move the mic much 

24 closer to you. Thank you. 

25 MR. DURHAM: So it's got to be 
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1 very close. 

2 THE HEARING OFFI CER: Yes, it 

3 d o e s . 

4 MR. DURHAM: Okay. 

5 Well, thank you , Mr. Lombardo 

6 and good morning. I'm Attorney Michael 

7 Durham from Donahue Durham and Noonan 1n 

8 Guilf ord. And I'm here this morning 

9 r epr esenting the Applicant, Anthem Blue C r oss 

10 and Blue Shield. 

1 1 F or the record, with me this 

12 morning at the Applicant's tabl e, j u s t 

13 immediately to my l eft, is Michael Bears, who 

14 will be providing actuarial testim ony this 

15 morning. 

1 6 Next to Mr. Bears 1S James 

17 Augur, the vice president of Sales. He'll 

18 also be test ify ing. 

19 And to Mr. Auger's left is 

2 0 Anth em's i n - h o u se c o u n s e l , Atto rn ey John 

21 Russ o. 

22 T HE HEARING OF FIC E R : T h a nk 

23 you. 

24 I n te r ve no r , please. 

2 5 MR. RYAN: Thank y ou, Hearing 
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1 Officer. My name is Torn Ryan. I am from the 

2 Attorney General's Office. We represent the 

3 Healthcare Advocate in this matter, and I 

4 will be lead counsel. 

5 To my far left is Charles 

6 Hulin. He's an assistant attorney general 

7 and to my immediate left 1S Victoria Veltri, 

8 the Healthcare Advocate for the State of 

9 Connecticut. 

10 We expect Attorney Robert 

11 Clark to be here shortly. He 1S also 

12 assistant I mean he is the special counsel 

13 to the Attorney General. 

14 THE HEARING OFFICER: Okay. 

15 Thank you very much. At this point I would 

16 like to enter into the record a stipulated 

17 list of exhibits. The list identifies 38 

18 documents, which have been stipulated to as 

19 full exhibits by the parties to this 

20 proceeding. 

2 1 These exhibits include a copy 

22 of the rate application and all written 

23 public comment received through 4 p.m., 

24 June 23, 2014. Written public comment 

25 received today will be added to the record 
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1 following the hearing. And I ' d li ke to 

2 reiterate that that would be done by 4 p.m. 

3 today at our reception des k. A copy of the 

4 list will be available to members of the 

5 public on the hearing website. 

6 Two objections relating to 

7 three of the Intervenor's proposed exhibits 

8 and one witness were submitted by the 

9 Applicant. The Hearing Officer denied the 

10 objections relating to the exhibits and 

11 reserved determination on the witness 

12 objection. 

13 The first item of business is 

14 public comment. Members of the public who 

15 have signed up to speak will have the first 

16 hour of this proceeding to orally comment on 

17 the application. In this regard there are 

18 two sign -up sheets available for persons 

1 9 interested in presenting oral c o mme n t s at 

20 this hearing, one for public officials and 

2 1 one from persons other than publi c officials 

2 2 So we can gauge our timing, 

23 I'm as king that we be advised, for the 

2 4 record, of the number of people who have 

25 signed up to speak. 
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1 Vanessa, can you bring the 

2 list up for me, please? 

3 Thank you. 

4 We currently have SlX people 

5 signed up for public comment. Do we know if 

6 any of the six are public officials? 

7 (NO response.) 

8 THE HEARING OFFICER: Seeing 

9 no one identifying themself as a public 

10 official, then we have six people from the 

11 public that would like to make comment today. 

12 Each person will have three 

13 minutes to comment, and we will start with 

14 public officials, obviously public officials 

15 are not here in attendance. This 1S a 

16 · comment period only, and no questions should 

17 be directed to the Applicant, the Department, 

18 or the Intervenor. 

19 Following this first hour, or 

20 however long public comment takes, there may 

2 1 or may not be a five-minute recess. The 

22 Applicant will then provide a presentation of 

2 3 the application. Insurance Department staff 

24 will be glven an opportunity to exam1ne the 

2 5 witnesses followed by the Intervenor. The 
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1 Intervenor will then have an opportunity to 

2 call witnesses with the Applicant and 

3 department staff having an opportunity to 

4 examine the Intervener's witnesses. 

5 After all examinations have 

6 been concluded, anyone from the public who 

7 did not have an opportunity to be heard in 

8 the first hour, will have the opportunity to 

9 orally comment on the application. If you've 

10 previously commented ln the hearing you will 

11 not be permitted to comment orally again. 

12 The public, again, may also 

13 written comments no later than 4 p .m . today 

14 at the Department's reception desk. And if 

15 anybody does not know where the reception 

16 desk lS , it 's where you passed when you carne 

1 7 into the Department on this floor . If you 

18 still have questions, Vanessa will be there 

19 to help direct you . 

2 0 The public comment portion of 

21 this hearing will commence with comments from 

22 interested persons. I would ask that anyone 

23 interested in participating ln this portion 

24 of the hearing comply with the following 

25 guidelines. 
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1 Each individual must identify 

2 himself or herself for the record, including 

3 any organization that he or she represerits. 

4 Each individual must address all comments to 

5 me. All comments must relate specifically to 

6 the rate application that lS the subject of 

7 today I s hearing, and each individual must 

8 reasonably limit his or her comments to three 

9 minutes. 

10 Okay. I do have some 

11 discretion with the three minutes, since we 

12 only have SlX consumers that have signed up 

13 to speak, but in courtesy to everyone and 

14 everyone ' st ime here today, we wan t the 

15 process to go forward in an appropriate 

16mann e r, sot r y to lim i t you r co mm en t s to 

17 three minutes if you can. 

18 The first called, and we have 

19 the podium here with a mic, Angela DeMello. 

20 And I apologize if I do not pronounce names 

21 correct, and I will find out soon enough when 

22 you identify yourself. 

2 3 ANGELA DeMELLO: Good morning 

24 and thank you, Paul. My name lS Angela 

2 5 DeMello, and I am with an organization lS 
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1 it not on? 

2 Okay. Forgive me. I am 

3 technology challenged. 

4 Good morning and thank you, 

5 Paul. My name 1S Angie DeMello, and I am 

6 with Elizabeth Keenan. Together we are the 

7 cochairs of the healthcare team for CONECT, 

8 Congregations Organized for a New 

9 Connecticut. We are a multifaith, 

10 multi-issue nonpartisan organization of about 

11 15,000 people from 27 congregations in 

12 Fairfield and New Haven Counties. 

13 We were instrumental, a n that 

14 CONECT was instrumental 1n arranging an 

15 agreement between Commissioner Leonardi and 

16 the Healthcare Advocate Veltri in 2011, and 

17 we thank the Commissioner for calling this 

18 public hearing in accordance with that 

19 agreement. 

2 0 We have four concerns to raise 

2 1 with you today. The first is the challenge 

22 of pent-up demand. Since we have no hard 

23 data that supports whether or not exchange 

24 enrollees are first-time enrollees in an 

25 .i n s u r a n c e plan, how then can we estimate an 
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1 understanding of pent-up demand usage in 

2 2015? 

3 Our second concern, current 

4 rates are already unaffordable, especially 

5 for those without advanced premium tax 

6 credits. With the potential rate lncrease 

7 what will that do for (a) new enrollments and 

8 (b) attrition of current enrollees? 

9 Findings from the 4,400 

10 participants in the 2014 CONECT Health care 

11 Survey, which is a population -based 

12 assessment of the health and health care of 

13 Connecticut residents , sponsored by SlX 

14 Connecticut-based health foundations, they 

15 highlight the negative effect that cost has 

16 on both use of health care and overall 

17 health, particularly for self-employed and 

18 unemployed. 

1 9 Thank you. And now I shall 

20 pass this on to Elizabeth Keenan. 

21 THE HEARING OFFICER: The 

22 second is Elizabeth Keenan. 

2 3 ELIZABETH KEENAN: Elizabeth 

2 4 Keenan From CONECT, Congregations Organized 

25 for a New Connecticut. 
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1 Two other areas we want to 

2 raise. Anthem billing, processing and 

3 customer service ineptness for exchange 

4 policies in January of 2014 created undue 

5 stress, delayed care, and out-of-pocket 

6 payments for their newly insured customers. 

7 In contrast, in New York 

8 State, Anthem's counterpart Empire Blue Cross 

9 Blue Shield provided January premium refunds 

10 and has a lower rate increase for 2015. If 

11 Anthem is doing poorly now, there I s no 

12 guarantee that more money will result in 

13 better administrative services. 

14 Next, exchange competition has 

15 worsened. Anthem has the largest market 

16 share on the exchange at 60 percent. This is 

17 troublesome to us for two reasons. With 

18 little competition there's no pressure to 

19 contain rates. And two, Connecticut has one 

20 of the largest percentages of subsidy 

21 enrollees as a percentage of subsidy-eligible 

22 individuals. 

23 Since exchange enrollees pay 

24 premiums ranglng from 2 to 9 percent of their 

25 modified adjusted gross income, the federal 
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1 government covers a great deal of these 

2 exchange policy c o s t s through a tax credit. 

3 T h i s b e comes the taxpayer dol lars making th e 

4 differ ence. 

5 We do not want Anthem rate 

6 increases on the backs of Connecticut 

7 taxpayers. We urge the Commissioner to deny 

8 Anthem's exorbitant request for rate 

9 in creases. 

10 Thank you. 

11 T HE HEAR I NG OFFICER: Thank 

1 2 you. 

1 3 Befor e I introduce the next 

14 publi c comment individual, I would like to 

15 make note that Commissioner Thomas Leonardi 

16 1S att ending the hearing and Deputy 

17 Commissioner Anne Melissa Dowling 1S also 

18 here attending the h earing. Thank you. 

19 Jill Zorn. 

20 J ILL ZORN : Thank y ou. Thank 

2 1 you, Mr. Lomba rdi. 

22 I ' m h ere today on b ehalf of 

23 Unive rsal Health Ca r e Foundation of 

24 Connecticut. My nam e 1S Jill Zorn, and I'm a 

25 Senio r Program Offi c er. 
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1 The foundation is an 

2 independent nonprofit philanthropic 

3 organization dedicated to a chieving a high 

4 quality affordable healthca re system that 1S 

5 a cc essible to eve ryone in the state. We wo rk 

6 with a diverse ar ray of partn er organizations 

7 as well as with individual consumers from 

8 throughout Conn ecti cut. We'r e here today to 

9 register our opposition to Anth em's proposed 

1 0 rate in crease for individual plans. This 

11 rat e in cr ease is e xc e s s i v e , and p eople cannot 

1 2 afford it. 

1 3 Fi rst, we do n ot b elieve that 

14 the rat e hike h earing process is truly op en 

1 5 and acc essible to the peopl e who are dire ctly 

1 6 impacted by the Anthem rate request. In th e 

1 7 rat e filing, Anth em r eports that th ere ar e 

1 8 66, 200 Co n n e c t ic u t poli cyh olders wh o are 

1 9 aff ected, and we don 't see a lot of them he re 

2 0 today, maybe no t any 0 f them. 

21 Th is pro cess is a disservi ce 

22 t o th e r e s i d e n t s o f this stat e and should be 

2 3 rem ed ied. We c onta ct ed thousands o f 

24 individuals in ou r network, many o f whom ar e 

25 Anthem policyholders, and despite r e c e i v a n q 
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1 notice of the rate increase, they were not 

2 able to be here today . While there has b een 

3 an opportunity to provide written comment, 

4 really holding a hearing at nine o'clock in 

5 the morning o n a Friday is not conducive to 

6 getting the public c o mme n t . 

7 I n additio n to the consu mer 

8 unfriendly rate review process, the 

9 foundation has substantiv e con cerns about 

1 0 Anth em's rational e for a rate hike request. 

11 Here are a f ew issues we 'd like to raise . I s 

12 ther e suffi cient c l a i ms experien ce for Anth em 

1 3 to substantiate such a rate in cr ease, 

1 4 espe cially in light of the n ew exchange-bas ed 

15 enrollees, some of whom b e g a n c o v e r a g e as 

16 recently as April of 2014? 

17 How mu ch a ccess to car e was 

18 effe ct iv ely denied a n d/ o r delayed due to the 

19 inability of Anthem t o put new e x change -bas ed 

2 0 enr oll ees into th e system and issu e cov erage 

21 cards i n a tim ely ma n n e r during t h e first 

22 open enr ollment per i od. I t was well 

2 3 established during th e enr ollment period that 

2 4 Anthem was not prepar ed to manage the volume 

2 5 of n ew business . In fact , they spent 
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1 countless dollars on a d v e r t i s i n g to save face 

2 with consumers and policymakers. 

3 What about the 8.4 percent 

4 cost trend assumption 1n the rate filing? It 

5 seems very high . In fact, information just 

6 carne out tha t the first quarter of 2014 

7 h e a 1 t h c a r e costs declined, t hat the trend was 

8 negative. 

9 In addition , the Affordable 

10 Care Act has built-in protections to help 

1 1 insurers manage risk in the early years of 

12 implementation. These programs of risk 

13 adjustment, reinsurance and risk corridors 

1 4 are designed to mitigate the effects of the 

15 potential for pent-up demand and higher 

16 morbidity among previously uninsured 

17 policyholders. 

18 Finally, we believe that the 

19 current rate request provides further 

2 0 evid ence that our state exchange, 

21 AccessHealthCT, should take the ro le of an 

22 active purchaser. I t 1S important that the 

2 3 exchange use its position to actively 

2 4 advocate for the interests of the customers 

2 5 purchasing health plans in the exchange 
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1 marketplace and negotiate rat es with insure rs 

2 wishing to do business ln the e xchange. 

3 Th e foundation lS watching th e 

4 rate r e V l e w process closely. Anth em is only 

5 one a n s u r e r asking for a rate incr ease, but 

6 it is an insurer that enjoys a large share of 

7 the Connecticut market. The residents of 

8 this State deserv e the strongest vigilance on 

9 th e part of regulato rs and the a ctive 

1 0 p rot e cti on of all pa rties inv olved ln 

11 de livering hea lth insu ranc e o p t io n s. 

12 We u rg e you to sharpen yo u r 

1 3 penci ls and ca r eful l y r e v ie w al l input ln 

14 this r a t e review hearing, most esp ecially the 

15 comments of policyholders, at least the 

16 writt en comments since they could not be here 

17 today. Those comments are repr esentative of 

18 thousands o f p eople st ruggling t o a f fo r d 

1 9 health c o v e r a ge . Ou r State owes it to th em 

2 0 no t to j u s t r ubbe r stamp Ant h em's r e q ue s t to 

21 ra is e p remiums . 

22 Thank y ou . 

2 3 THE HEARING OFFI CER: Thank. 

2 4 You. 

2 5 Next lS, and I apologize, 
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1 Arvind Shaw. 

2 ARVIND SHAW: I'm here. 

3 THE HEARING OFFICER: Okay. 

4 Take your time. Your three minutes hasn't 

5 started yet, so you're okay. 

6 ARVIND SHAW: Good morning, 

7 Hearing Officer. My name 1S Arvind Shaw and 

8 I'm the CEO for Generations Family Health 

9 Center, a family qualified health center a n 

10 Eastern Connecticut. 

11 We served probably 22,000 

12 patients last year. And I'm calling I'm 

13 here to speak on behalf of our patients who 

14 have found themselves without services. And 

15 so I will begin by saying that I am against 

16 this proposal for several reasons, primarily 

17 because of claims in evidence and for, 

18 literally, issues they have not been able to 

19 address. 

2 0 The Generations Family Health 

21 Center has received reimbursements from just 

22 two claims since the contract date, and we 

23 were only paid correctly on one of those 

24 claims. So out of 290 claims that was 

25 processed by us, we have only received 

UNITED REPORTERS, INC. 
www.unitedreporters.com 

Nationwide 866-534-3383 Toll Free 



2 6 

1 payment on one of them correctly. 

2 Since its inception SlX months 

3 ago, the health center is frustrated with the 

4 poor communicati ons and lack of follow-up 

5 with Anthem. The health center has been 

6 unable to resolve the claims configuration 

7 set with designated Anthem staff. Anthem has 

8 not properly communicated claims status on 

9 receipt to determine the status of claims. 

10 The health cent e r c ontinues to 

11 expe rience probl ems determining eli gibility 

12 throu gh the eligibi lity file. Attempts t o 

1 3 resolve these issues with Anthem have been 

1 4 futile, despite documented evidenc e from the 

1 5 health center . And these are p retty much the 

16 same issues we encountered several years ago 

1 7 with the Anthem Blue Care Family Plan. 

18 As o f 6 / 23, the outstanding 

19 claims that have aged with Anthem are 

2 0 $4 3 ,000 . We ha ve r eceived app roxi mately 

2 1 $2 0 0 . 6 9 . 

2 2 T h e c lai ms issu es are the re 

2 3 a re a wh ole my riad o f them. We were 

2 4 initially told by Anthem to hold claims until 

25 January 31st be caus e their systems were not 
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1 ready. On 2/25, we called provider services 

2 to check claims status, and we were told by 

3 them that they were a little behind on 

4 processing claims and updating their 

5 eligibility system. And we were told to be 

6 patient and to not resubmit claims. 

7 On 3/ 27, we called Anthem 

8 staff, Helen Adams, and due to the lack of 

9 response from Anthem claims, she explained 

1 0 that the system was still behind and to 

11 continue to wait for the claims to process. 

1 2 On four in April we checked 

1 3 on th e claims status with the provider 

1 4 service and we were told that we could -­ we 

1 5 would get the response soon. 

1 6 You know, I am running out of 

17 time, so I'm just going to skip ahead. I 

1 8 have provided you with written information 

19 a lready on th is, so you can review this at 

2 0 leisu r e . 

2 1 T HE HEARING OF F I C ER : Sur e. 

2 2 ARVIND SHA W: But I want to 

2 3 get to th e more important pie c es of it which 

2 4 are related to patient serVlce and 

2 5 eligibility issues. And these are very 
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1 serious because patients have been struggling 

2 with denials from prescription medications 

3 now because of the eligibility issues that 

4 they've had. 

5 Initially when we were we 

6 do lnsurance verification 

7 THE HEARING OFFICER: Continue. 

8 ARVIND SHAW: Thank you for 

9 that. 

10 Initially we do insurance 

11 verification with every appointment at our 

12 health center and it's pretty much the same 

13 with all the qualified health centers In the 

14 state. We see people regardless of their 

1 5 ability to pay. We are the safety net 

16 provider of care. 

17 In many cases patients would 

18 be active at the data service, but later when 

19 reverifying the patient came in as inactive 

20 pending investigation for the same date of 

21 service. So when we called the Anthem 

22 provider services, we spoke with a rep and we 

23 were told this meant that the patient may 

24 have not paid their premiums. 

2 5 In May, we started seeing a 
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1 large volume of these eligibility 

2 verifications coming back stating "inactive 

3 pending investigation." Knowing that we've 

4 had these issues with Anthem 1n the past with 

5 their system updating, we started taking the 

6 extra step of confirming status by calling 

7 provider service directly and speaking with a 

8 rep. 

9 When we made the call to 

10 provider services, an Anthem rep would 

11 sometimes confirm the eligibility was 

12 retroactively disenrolled due to the patient 

13 not paying the premium. Sometimes, however, 

14 the rep tells us that this 1S incorrect and 

15 the patient is active under the plan. At 

16 this point, we are already getting EOBs 

17 that denying the visit due to procedure 

18 code being invalid. 

19 So we have started asking for 

20 a fax back confirming active coverage for the 

21 date of service, and we were told they could 

22 not provide it. When the confirmation was 

23 insisted upon, the rep would transfer our 

24 call to a supervisor, and we would be placed 

25 on hold for 30 to 45 minutes. 
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1 Once through the supervisor, 

2 we were able to request the fax, but we would 

3 have to wait 24 to 48 hours to receive that 

4 fax . They also confirmed for us that we 

5 would have to request a supervisor to obtain 

6 proof of coverage, as there 1S no one on 

7 shore in the U .S. t o help us. 

8 THE HEARING OFFICER : I would 

9 just ask if you could try to wrap it up. 

10 ARVIND SHAW : Thank you . 

11 So I'm going to end by saying 

12 that we called the rep at Anthem to ask that 

13 these issues with patients and pharmacies 

14 unable to find us in their network, patients 

15 report denials of prescription medications. 

1 6 Helen has confirmed to us at 

17 Generations, our health center is r n network 

18 and everything should be fine, but I am very 

19 concerned for the safety and the care of 

20 these patients. 

21 Thank you . 

22 THE HEARING OFFICER: Thank 

23 you . 

24 Okay . Next is Arlene Block. 

2 5 MARK SANDY BLOCK : My name is 
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1 Mark Sandy Blo ck. I 'm also on the a g enda. 

2 TH E HEARI NG OF F I CE R : Yeah . 

3 MARK SANDY BL OCK: I just want 

4 to mak e a few bri ef c omments. 

5 T HE HEARING OF F I CE R : Sure . 

6 MARK SANDY BL OCK : I was born 

7 in Bridg eport, sp ent most of my adult lif e in 

8 Conn ecti cut . I'm of r etir em ent ag e. 

9 I don't plan on r etiring. I 'm 

1 0 goin g to provid e finan cial ass ista n ce to my 

11 s on, inc luding his Anth em premiu ms , which my 

12 wife wil l speak about in g r e a te r detail . 

1 3 And I would l i ke t o relinquish 

14 th e remainder of my time to her , if that's 

1 5 all r ig h t 

1 6 THE HEARING OFFICER : That is 

17 abso lutely okay. 

1 8 MA RK SANDY BL OCK: 

1 9 re cogn izin g that sh e's speakin g o n behalf of 

2 0 the thousands of pe opl e who a ren't here 

21 toda y. 

2 2 THE HEAR IN G OF FICER : Yeah. 

2 3 MARK S ANDY BL OCK: Thanks. 

2 4 ARLENE BLOCK: Thank you. My 

2 5 name 1S Arlene Block . I 'm speaking of that 
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lone person's experience. 

2 I'm here to speak to you on 

3 behalf of my 26-year-old son covered by 

4 Anthem through our insurance up to July 2013 

5 He worked seven days a week on an hourly 

6 basis for a nonprofit, which is why I am here 

7 to speak for him. Despite working long 

8 hours, medical benefits are not available 

9 through his employer. Many of his coworkers 

1 0 are facing the exact same dilemma. 

1 1 He app lied through the 

1 2 exchange, qualified for Medicaid, but was 

1 3 unab l e to find a pa rticipating specialist 

14 within 20 miles to accept Medicaid. He n eeds 

15 one particular type of specialist. Out of 

16 necessity he signed up on the exchange, for 

17 the Silver Anthem Plan, being charged a 

18 premium of a third of his income. Because 

19 he's e l i g i b l e for Medicaid, he is not 

20 eligible for any tax rebate. 

2 1 I'm going to go into all the 

22 various errors we've encountered just ln 

2 3 these few months. First, payment processing 

24 errors. My son called customer service to 

25 set up his plan ln early December. At that 
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1 time, the Anthem rep asked that he pay 

2 January premium to ensure that his 2014 

3 health care would be activated, which he did. 

4 Despite paying his premium in December, he 

5 received bills for lack of payment. 

6 Reaching a representative 

7 after many failed calls and I can say some 

8 of them were more than 60 and up to 90 

9 minutes he discovered that the payment was 

10 recorded in December, but never processed. 

11 He was told to the pay the January premium 

12 for a second time. 

13 Fearful of losing his 

14 insurance, he made a second payment a n 

15 January. Multiple paper copies of the bill 

16 are still being sent out each month despite 

17 regular payments. 

18 The listing of providers 

19 contains totally incorrect information. It's 

20 out of date and has a very limited number of 

21 providers accepting patients in our area of 

22 the state, which is Fairfield County. 

2 3 It took a month to get the 

24 first prescription filled. The pharmacy was 

25 unable to fill it because they said it 
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1 required preauthorization. This lS the same 

2 medication he had been prescribed since the 

3 age of seven without preauthorization. When 

4 I checked in the booklet, it says it lS not 

5 on the list of drugs requlrlng 

6 preauthorization. 

7 THE HEARING OFFICER: You can 

8 continue. 

9 ARLENE BLOCK: The provider's 

10 office sent multiple requests. At any rate, 

11 it still took innumerable calls to have it 

12 approved. The delays caused him to run out 

13 of the medication resulting in a 30 percent 

1 4 higher co -pay, but it had to be filled 

15 locally and in smaller quantity rather than 

16 by mail in a larger quantity. 

17 Medications that had no 

18 deductible in the past with Anthem now have a 

1 9 $400 deductible. Although the benefits you 

20 can count on directory list the maximum for a 

21 tier-three formulary drug at a hundred 

22 dollars, he was charged 1 9 9 . Again, numerous 

23 calls to Anthem, Medco, Express Scripts and 

24 other confusion we couldn't figure out, but 

25 we started out getting they seem to have 
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1 changed the name three times with no 

2 change. 

3 Communication inefficiencies 

4 and incompetence. There have been routine 

5 telephone wait times of 90-plus minutes on 

6 hold and transfers to more than one 

7 department. He tried Internet access, 

8 couldn't get logged on . Then tech support 

9 redirected him back to customer service . 

10 Being unable to use the phone during work 

11 hours, he needed an authorization form for a 

12 family member to assist him with his Anthem 

13 issues. Privacy authorizations are standard 

14 practice , yet even this was bungled . 

15 Unable to access online and 

16 unbeknownst t o him , he was sent the wrong 

17 form, completed it as requested, and had to 

18 resend it three more times before it was 

19 approved. 

20 Another day after a 60-minute 

2 1 hold , having to leave for work I took over 

22 long enough to reach a helpful 

23 representative . She told us she was based ln 

24 California. She could not locate the 

25 authorization in her system, but she was nice 
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1 enough to put me on hold, make a call, get 

2 back to me and say that someone ln 

3 Connecticut was able to see the authorization 

4 on file. 

5 She said that Anthem was 

6 addressing the excessive wait times by 

7 forwarding Connecticut callers to other 

8 state's Anthem offices; however, these 

9 out-of-state reps did not have access to all 

1 0 of the records on the Connecticut system. So 

11 each time we called she suggested we 

12 specifically asked, what state they're from 

13 and have them separately call Connecticut to 

14 verify that we have an authorization. 

1 5 To sum up, the cost of 

16 silver-level care plan for my 26-year-old son 

17 is completely unaffordable for him now before 

18 the excessive 12.5 percent increase being 

19 proposed. Connecticut needs hard-working 

20 young people to perform the type of job he 

21 holds. He does school-year childcare, 

22 coaching, and works as a director at a summer 

2 3 camp. He needs to work as many hours as 

24 possible due to the extremely low hourly 

25 wages, and he d o e s n I t even ask for a day off.
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1 What he needs is quality medical care within 

2 a reasonable distance of home. 

3 The cost to consumers in terms 

4 of time, stress, and access to appropriate 

5 providers are negatively impacting 

6 Connecticut taxpayers. It was shocking to 

7 open yet another envelope from Anthem to see 

8 the request for a 12.5-percent lncrease. 

9 This comes within just months of starting the 

10 program without demonstrating satisfactory 

11 performance. 

12 Thank you.
 

1 3 THE HEARING OFFICER: Thank
 

14 you. 

15 Is there anyone else from the 

16 public that would like to comment at this 

17 time? 

18 (No response.) 

19 THE HEARING OFFICER: Seeing 

20 no one. 

2 1 Counsel has also recommended, 

22 and I agree, that the Department of Insurance 

23 and the Office of Healthcare Advocate have 

24 consumer assistants available to consumers 

2 5 that do have concerns. So that is yet 
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1 another avenue for a consumer in Connecticut 

2 to discuss insurance issues with. Again, the 

3 Insurance Department has a consumer affairs 

4 unit and the Office of Healthcare Advocate is 

5 also there as well with consumer services 

6 available. 

7 I think at this time we will 

8 just take a short five-minute recess and 

9 reconvene. 

10 Thank you. 

11 (Whereupon, a recess was taken 

12 from 9: 39 a.m. to 9: 49 a.m.) 

13 THE HEARING OFFICER: I call 

14 this hearing back to order. This is a 

15 continuation of the public hearing in the 

16 matter of the Anthem individual on-and-off 

17 exchange rate application. 

18 I'd now like counsel for the 

19 Applicant to identify the individuals who are 

2 0 present and available to testify. And we 

2 1 will have those individuals sworn In. The 

22 intervenor witnesses will be sworn ln at the 

23 beginning of her case. 

2 4 I would just like if one of 

25 the members of the public, s a r", that's 
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1 dedicated for the Applicant. If you could 

2 take one of the seats behind one of the 

3 tables, we would appreciate it. 

4 Thank you. 

5 Mr. Durham, would you please 

6 start the introductions with the applicant 

7 witnesses. 

8 MR. DURHAM: Yes, 

9 Mr. Lombardo. 

1 0 The first witness that will be 

11 testifying for Anthem today is James Augur, 

12 who's sitting just to my left. And the 

13 second witness will be Michael Bears who is 

14 sitting next to me as well. 

1 5 THE HEARING OFFICER: Can you 

16 check to see if you're Mike is on. 

1 7 MR. DURHAM: It is flashing 

18 green. 

1 9 THE HEARING OFFICER: It's 

2 0 just not close enough. Okay. I'd ask the 

21 court reporter to please swear In the 

22 Applicant witnesses at this time. 

2 3 JAM E S AUG U R, 

24 M I C H A E L B EAR S, 

2 5 called as witnesses, being first duly 
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1 sworn by the Robert G. Dixon, CVR-M857, 

2 a Notary Public, duly commissioned and 

3 qualified were examined and testified on 

4 their oaths as follows: 

5 THE HEARING OFFICER: 

6 Mr. Durham, please proceed 

7 with the Applicant's presentation of the 

8 application. 

9 MR. DURHAM: Thank you, Mr. 

10 Lombardo. 

11 For the record, Anthem 1S here 

12 today pursuant to the Commissioner's June 11, 

13 2014, notice of public hearing, which as you 

14 indicated earlier, is Exhibit 5 of the 

15 official record. 

16 And although this hearing is 

17 not mandated by law, Anthem has fully 

18 cooperated with the Department and has 

19 complied with all of the Department's 

20 requests in connection with this hearing. 

21 Anthem is pleased today to provide additional 

22 testimony in support for its proposed rate 

23 1ncrease and the actuarial soundness of those 

24 1ncreases. 

25 Our presentation is really 
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1 twofold, for the record. The first lS, the 

2 Hearing Officer a lluded to earlier , is the 

3 written portion of our application , the May 

4 30t h application in supporting actuarial 

5 memorandum and exhibi ts , is Exhibi t 3 In the 

6 record . 

7 In addi t i o n to t h a t, Ant he m 

8 h as two a mendments t hat were filed , a 

9 J u n e 1 2, 2014 , amendment, which lS 

1 0 Exhibit 1 5 , and a June 14, 2 01 4 , amendment , 

11 which is Exhibit 1 6 . So that' s the written 

1 2 portion of our presentation today, and as you 

1 3 indi cated, that next step for us is to 

14 provide testimony . 

1 5 The first witness to testify 

16 is Mr. Aug ur . 

17 THE WITNESS (Augur) Thank 

1 8 you, Mik e . 

1 9 Good morning , Hearing Officer 

20 Lombardo, members of the Department of 

2 1 Insurance, representatives fr om the Office of 

22 Attorn ey General and Healthcare Advocate, and 

23 members of t h e public who are here today. My 

24 name lS Jim Augur . I'm here on behalf of the 

25 Applicant, Anthem Health Plans , Incorporated . 
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1 I serve as vice president of sales for 

2 Anthem, and I'm one of 1400 employees working 

3 a n Wallingford, Connecticut, who work daily 

4 to meet the needs of our customers. 

5 There has been significant 

6 change in the health insurance market over 

7 the last several years Slnce the passage of 

8 the Affordable Care Act. Many of these 

9 changes have had a positive impact on 

10 consumers. 

11 For instance, as a result of 

12 the new exchange marketplace, more 

13 Connecticut residents have access to health 

14 lnsurance covering essential health benefits 

15 without restriction related to preexisting 

16 conditions. In addition, health insurers 

17 must spend a minimum of 80 cents of every 

18 dollar received on medical claims and 

19 activities that improve the quality of care. 

2 0 Incidentally, this is a 

21 threshold that we have consistently met well 

22 before the passage of the Affordable Care 

23 Act. In fact, a n 2013, we exceeded the 

24 Affordable Care Act's minimum threshold by 

25 almost 10 percent. 
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1 Fina lly, consumers now have 

2 access to subsidies to help them purchase 

3 coverage through the exchanges. 

4 Seventy-five percent of our exchange members 

5 have been able to take advantage of this. 

6 Throughout this time of 

7 transition, one thing has remained constant 

8 and that's Anthem's commitment to residents 

9 in Connecticut. Having been here for more 

10 than 75 years, it is our mission to improve 

1 1 our members' health and their access to 

12 health care while also giving them financial 

1 3 security . 

1 4 As the largest health insurer 

15 .i n the state, we are working hard to address 

16 the underlying drivers of rising healthcare 

17 costs. We are privileged to be the largest 

18 health insurer in the state of Connecticut, a 

19 privilege we do not take lightly. With that 

2 0 p rivi lege comes our commitm ent t o be an 

2 1 industry l e a d e r ln al l that we d o. And I'd 

2 2 like to give you a few examples. 

2 3 One, Anthem was the only 

24 established Connecticut insurance company to 

2 5 participate in both the individual exchange 
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1 and the small-group exchange from the 

2 beginning, and we are pleased that we have 

3 re-signed for another year . 

4 In this first year we offered 

5 a broad range of individual products, the 

6 largest number of offerings by a single 

7 insurer on the exchange. This was to meet 

8 the varying needs of Connecticut consumers. 

9 We will offer a similar broad array of 

10 products ln 2015 with some modific~tions, 

11 modifications based on consumer feedback and 

12 to comply with behefit mandates. 

13 Two, we know that nearly one 

14 out of every two Connecticut adults suffers 

15 from a chronic disease. That chronic disease 

16 can have significant impact on the quality of 

17 life and productivity, and that treatment 

18 relat ed to chronic disease accounts for 

19 75 percent of health care spending. 

2 0 In response we have developed 

21 market-leading programs designed to help our 

22 members prevent the onset onset of chronic 

23 disease and for those with a chronic 

24 condition, manage their illness so they can 

25 remain healthy and active, enjoying time with 
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1 their family and friends while also reducing 

2 the avoidable costs associated with 

3 uncontrolled conditions. 

4 This includes ou r enhanced 

5 personal health care program, the largest 

6 patient-centered initiative of its kind In 

7 Connecticut, through which we are giving 

8 physicians and other providers tools, 

9 information, and resources to support their 

1 0 own efforts to provide care th~t complies 

11 with nationally recognized best practice 

12 guidelin es and proactively care for their 

1 3 patients. 

14 Today we are pleased to share 

15 that over half of our primary care providers 

16 collaborate with us through this program. 

17 This also includes a comprehensive array of 

18 health and wellness programs through which we 

19 engag e members as active participants in 

20 th eir own health car e, helping them navigate 

2 1 the sometimes complex health care system so 

2 2 they can get the care that they need while 

23 avoiding duplication of care. 

2 4 Finally, our members have told 

25 us that cost does matter, so we've developed 
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lour estimate-your-cost tool which allows them 

2 to compare their out-of-pocket cost for over 

3 400 procedures depending on the provider that 

4 they selected. Members can access this tool 

5 through Anthem. corn, via our website and can 

6 go through a computer, or a variety of mobile 

7 devices such as smartphones and tablets to 

8 get this information. 

9 In keeping with our strong 

10 presence and our commitment to being a leader 

11 in our state, Anthem does not rest on its 

12 laurels. We know that we operate in an 

13 increasingly competitive marketplace with 

14 price of insurance products and serVlces 

15 being one of the most important factors in 

16 direct consumer health insurance purchasing 

17 decisions. At the same time, as a 

18 Connecticut insurer for more than 75 years 

19 and watching many other carriers come and go, 

20 we know that solvency and stability is 

21 important. 

22 We must balance the strong 

23 competitive pressures against the need to 

24 responsibly price our products to ensure that 

25 we will remain a leader for the future while 
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1 meeting the needs of Connecticut residents 

2 for financial security, good health , and 

3 access to quality care for years to corne. 

4 In short, our goals are 

5 aligned with those, the people we serve . We 

6 want to be there for them what they need us 

7 most , enabl ing them to access care, n a vi g a t e 

8 the healthcare system and manage their health 

9 as well as their health care costs . 

10 On behalf of Anthem, my 

11 colleague Michael Bears and I, we appreciate 

12 the opportunity to be here today. We hope 

13 the information we provide is helpful to the 

14 Department as they evaluate Anthem's 

15 application. 

16 Thank you. 

1 7 THE HEARING OFFICER: Thank 

18 you . 

19 MR . DURHAM: Next, 

20 Mr . Lombardo, I'm going to take Mr . Bears 

21 through our direct examination in support of 

22 the actuarial soundness of the rate 

23 application . 

24 THE HEARING OFFICER: Proceed . 

2 5 MR. DURHAM: First for the 
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1 record, will you state your name and your 

2 position, please? 

3 THE WITNESS (Bears): Sure. 

4 My name 1S Michael Bears. I'm a Regional 

5 Vice President with Anthem and my team 1S 

6 responsible for evaluating the adequacy of 

7 the rates that we're discussing today and 

8 proposing necessary revisions to the 

9 Insurance Department. 

10 MR. DURHAM: And would you 

11 describe your education or experience that 

12 qualifies you to testify today for 

13 Mr. Lombardo? 

14 THE WITNESS (Bears): I'm a 

15 fellow of the Society of actuaries, a member 

1 6 of the American Academy of Actuaries. I 

17 started in our North Haven office at Anthem 

18 12 years ago 1n individual and small group 

19 pricing; moved into other roles such as 

20 director of advanced analytics where we 

21 studied improvements in actuarial 

22 methodology; moved on to a staff vice 

23 president of actuarial peer review, the role 

24 of was to make sure that all filings leaving 

25 Anthem were of top quality and accuracy; and 
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1 more recently I'm ln this pricing role that 

2 brings me here today. 

3 MR. DURHAM: All right. And 

4 can you also explain to the Hearing Officer 

5 why you are testifying today? 

6 THE WITNESS (Bears) Right. 

7 I'm here to testify to the actuarial 

8 soundness of the rates proposed here to go 

9 effective January 1, 2015. In accordance 

10 with Connecticut law, we believe that our 

11 proposed rates are not in excessive, 

12 inad equate or unfairly discriminatory as 

13 demonstrated through our file. 

14 MR. DURHAM: And Michael, 

15 before we get into the heart of your 

16 testimony, just to ensure completeness of the 

17 record, were there any adjustments made to 

18 the original filing that was made through 

19 CERF on May 30, 2014? 

2 0 THE WITNESS (Bears): Yeah. 

21 There were. There were two adjustments. 

22 One, there were two nonstandard benefit 

23 attestations that were extraneous and we 

24 removed those. And second, there was a 

2 '5 supplemental trend exhibit that was intended 
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1 to present normalized pay trends. It was 

2 presenting unnormalized pay trends, so we 

3 c orr ected that and resubmitted o n June 1 2 t h 

4 and 1 4 t h , respectively. 

5 MR. DURHAM: And would you 

6 provide the Hearing Officer with an overview 

7 of this year's application and include ln 

8 that the level of increase b eing requested? 

9 THE WI T NE S S (Bears): Yeah, 

10 the rates are pr oposed to go effective 

11 January 1 , 20 15, at a rate in cr ease of 

12 12 . 5 pe rcent. Five of the p lans encountered 

13 the r a te in creas es that bring us to this 

14 hearing that wer e selected by approximate ly 

15 15 percent of our policyholders. Other p lans 

16 were being adjusted at lower levels with 

17 seven p lans being increased by single digits. 

18 MR. DURHAM: A n d can you 

19 explain h ow the under lying cost of the 

2 0 services promised to members and provided to 

21 membe rs aff ects the r a t e in c rease being 

22 sought in this appl i cation? 

2 3 THE WITNESS (Bears): Sure. 

2 4 This rate increase is driven primari ly by six 

2 5 factors: An increase in medica l services, 
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1 albeit at a declining rate as some members 

2 of the public mentioned, there is a reduced 

3 medical trend, but there still is trend; some 

4 large changes to the pharmacy environment and 

5 the drug costs that we're seeing emerge over 

6 time . 

7 There's an increase ln the 

8 federal fees levied on health insurers to 

9 help fund the subsidies for folks purchasing 

10 on the exchange. There is a path of 

11 declining premium support from the 

12 transitional federal reinsurance program that 

13 was at maximum strength in 2014 and declined 

14 through the end of 2016. 

15 We, as we always do, use the 

16 most recent experience available to reset our 

17 2015 rates, which is 2013 ln this case. 

18 MR. DURHAM: That's a full 

19 calendar year? 

2 0 THE WITNESS (Bears): Correct. 

21 Yeah, full calendar year. And there's also 

22 an adjustment that we're making in 

23 anticipation of the risk adjustment program, 

24 which members of the public alluded to 

25 earlier. 
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1 There is indeed, a risk 

2 adjustment program, and we are accrediting to 

3 the rates the expectation that our membership 

4 will lead to financial transfers to us, and 

5 that's fully credited through the rate. 

6 MR. DURHAM: All right. So 

7 I'd like to go through each of these six 

8 drivers that you've just identified for 

9 Mr. Lombardo. 

10 And let's start first, can you 

11 explain the more straightforward and certain 

12 elements that influence this rate increase? 

13 THE WITNESS (Bears) Sure. 

14 So, as I mentioned, the Affordable Care Act 

15 developed a temporary reinsurance program 

16 that was intended to help diffuse some of the 

17 risk of new entrants to the individual 

18 marketplace under the newly enacted 

19 guaranteed issue provisions. 

2 0 This reinsurance program, as I 

2 1 mentioned, operates at maximum strength in 

2 2 2014. And our 2014 rates include a 

23 14-percent reduction, 14.7-percent reduction 

24 for anticipated receipt related to this 

2 5 reinsurance program. So that's ln effect in 
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lour 2014 rate today. 

2 As we move into 2015, the 

3 program starts to decline, and we still have 

4 an 8.2-percent reduction to our projected 

5 claims in the 2015 rate, but the simple facts 

6 of the federal program shift over time. As I 

7 men t i oned, as we head towards the end 0 f 2016 

8 the program completely expires, and so that, 

9 that does contribute to the rate increase. 

1 0 The Affordable Care Act also 

11 includes a provision that levies fees on 

12 insurers. And again, these were intended and 

13 designed to help fund the subsidies on the 

14 exchange. That amount begins at $8 billion 

1 5 in 20 14, and that increases over 40 percent 

16 to $11.3 billion in 2015. These dollars are 

17 also not tax deductible with respect to 

18 federal taxes which increases the effective 

19 cost of that. 

20 So that contributes to the 

21 rate increase approximately 1 pe rcent as we 

22 build into the 1 5 rates a change that tracks 

23 to the emerging provisions of the federal 

24 insurer fee. 

25 MR. DURHAM: And next, beyond 
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1 the structural changes in the marketplace and 

2 the associated rules that Anthem is mandated 

3 to follow, what are the key drivers of this 

4 rate application? 

5 THE WITNESS (Bears): Yeah, I 

6 think it's generally the case, a n most rate 

7 applications, that it is the cost of services 

8 provided to our membership that drives and 

9 calls for for the increase. So 

10 historically, most of the cost increase has 

11 been focused on the medical side, increased 

12 inpatient hospitalizations, outpatient 

13 services, things of that nature, and that 

14 does continue in our application. 

15 What's notable this time 1S 

16 that pharmacy spending is really the key 

17 piece that's leading to higher trends going 

1 8 forward. So on the medical side, In fact, 

19 our normalized pay trend is actually expected 

20 and forecasted to be lower than what it was 

21 recently. Rather than a 6 percent medical 

22 trend, we foresee that at the 5.3 percent 

23 level. 

24 And giving that we're trending 

25 claims from 2013 calendar year to 2015 
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1 there's two years' wo rth of that spread of 

2 sev en -tenths of a percent that co ntribut es to 

3 ho ld down th e rat es r e lativ e t o h igher 

4 medica l t rends of the past . Ho we v e r , this is 

5 offset by increased spending in pharmacy 

6 servi ces, and r eally three factors there. 

7 There's a declinin g 

8 opportunity, heading into' 14 and' 15, for 

9 brand to gen eric c o n v e r s i o n s . And we'l l tal k 

1 0 ab out ea ch of these 1n a litt l e more detai l , 

11 but b rand to gene ric conversi on o p po r t u n i t y 

12 1S l e s s than it h a s s a n c e . say, 2012 . 

1 3 The re 's an em e r gen ce of 

14 S ovaldi and other new medications for the 

15 treatm ent o f hepatitis C that are very 

16 effective but pri ced very, very high . And we 

1 7 continue to see ve ry high rates of average 

1 8 wh ol e s al e drug pri ce c h a n g e . And that als o, 

1 9 thos e th ree thing s to gethe r c o nt r ibute to a 

20 hi gh d ru g trend, t hat whe n c oupl ed with t he 

21 d e c linin g medica l dru g trend pard on me, 

22 medical t r end l e a d s to the 8 .24 percent. 

2 3 And, a n fact, i f we didn't see 

24 thes e pharmacy pha rmacy elements impinging 

25 on our costs , we wou ld actual ly be using a 
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1 total trend of around 6 and a half percent, 

2 but again, these pharmacy expenses c ontribute 

3 and elevate to the 8. 4 percent here. So I'll 

4 go through each of these three in turn h ere. 

5 Bef ore getting t o the 

6 financial side, cl early having medications 

7 available that can eradicat e hepatitis C lS a 

8 good thing. It's an investment In our 

9 collective health. It forestalls, it 

10 eliminates liver conditions in the future. 

11 That 's that's a great thing. Especially 

1 2 when you 

13 THE HEARING OFFICER: Excuse 

14 me. Can you bring the mic a little bit 

15 cl oser. Thank you. 

1 6 THE WITNESS (Bears) Pardon 

17 me. 

18 Espe cially when coupled with a 

19 push for expanded diagnosis from the Centers 

20 for Disease Control as we ll as recent 

21 Connecticut legis lation asking that doctors 

2 2 offer to test hepatitis C for anybody born 

2 3 betwe en 1 94 5 and 1 9 6 5 . So promotion, 

24 diagnosis, and newly available treatments 

25 together are a good thing. 

UNITED REPORTERS, INC. 
www.unitedreporters. com 

Nationwide 866-534-3383 Toll Free 



57 

1 So Sovaldi, however, 1S very 

2 expensive and we've been watching hepatitis C 

3 spend very closely. It began fairly slowly 

4 in January at around $30,000, which sounds 

5 low, except that's the cost for one member 

6 for one month. 

7 It accelerated to $150,000 in 

8 April, and it continued such that in May 

9 alone $430,000 were spent on Sovaldi 

10 medication. That's a 16-fold increase since 

11 the beginning of the year. June 1S 

12 incomplete, but it's tracking in line with 

13 May. 

14 So this rapid acceleration 1n 

15 the spending on Sovaldi reasonably leads us 

16 to foresee full-year spending in the 4 to 5 

17 million range just for that single 

18 medication, and that would correspond to a 

19 rate increase of approximately 1.5 percent. 

2 a Now this, this is round one 

2 1 with respect to hep C medications. This is 

22 strictly Sovaldi that I've mentioned. Later 

23 1n the year there's a new drug, Ledipasvir, 

24 that will be emerging that provides an easier 

25 treatment regime than what's in place today, 
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1 which requires interferon as a combination 

2 treatment. Interferon has a very strong side 

3 effect. So the full expectation is that we 

4 will see a second wave of people seeking 

5 treatment later ln the year when an easier 

6 treatment path becomes available. 

7 Again, as I mentioned, recent 

8 Connecticut legislation implemented the 

9 recommendation from the Centers for Disease 

10 Control to expand testing to anybody born 

11 between 1945 and 1965. So this detection 

12 coupled with eaSler treatment we expect will 

13 expand utilization beyond current levels 

14 beyond 2014. 

15 And just to provide a little 

16 more context, the Centers for Disease Control 

17 expect that 1 percent of the U.S. population 

18 is hep C positive. And if you take that and 

19 apply it to an individual exchange population 

20 of around 60,000 members that would foresee 

21 around 600 cases, potentially up to 

22 $75 million, and that would be $1,000 

23 annually per policyholder or a 16-percent 

24 immediate rate increase. 

25 So the costs are very high, 
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1 but what we have included in our rates is 

2 nowhere near that level. So we think it's, 

3 if anything, a tempered projection, but it is 

4 a very real cost. It's a good thing, but it 

5 1 S very, very expens i ve. 

6 MR. DURHAM: And Mr. Bears, 

7 you're mentioning that in part because it's 

8 Anthem's responsibility to plan and price 

9 appropriately and to make sure that there's 

10 adequate reserves to pay claims? 

11 THE WITNESS (Bears) 

12 Absolutely. Absolutely, yes. 

13 Moving on to another 

14 consideration that's affecting our drug 

15 trends, which ln turn contributes to the 

16 8.42 percent trend .i n our filing, we're 

17 seelng a shifting mix of brand to generic 

18 medications. 

19 Back in 2012, Lipitor came 

20 under competition from generic alternatives, 

21 and this caused a big drop ln our drug trend. 

22 In fact, I think we looked back at the 

23 numbers, it was around 5 percent in 2012 in 

24 some of the materials we provided. In our 

25 filing last we said, well, that's a one-time 
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1 event . Over time peop le will move from brand 

2 to gen eric , but onc e that sav ings has 

3 occurr ed through that transition, then trend s 

4 wil l r evert back to norma l l e v e l s . And 

5 i n d e e d, last year we s a id it shou ld go up to 

6 a r o u n d a 10 -percent level , and we are indeed 

7 seeing that. 

8 So from 20 .i n 2 0 1 1 , we saw 

9 about a 4 . 3 - p e r c e n t reduction to our drug 

1 0 trend there a re o t h e r factors of course , 

11 but on this point a lone , 4 . 3 - p e rc e n t 

12 redu ct ion to our drug trend related to brand 

1 3 to gene ri c savings . In 201 2, that dropped or 

1 4 leaped, depending on how you want to l o o k at 

1 5 i t. There was an 8 .1-percent drug trend 

16 sup p r e s s i o n. In 2013 , it started to taper 

17 off to 6 .2 , and heading in to 201 4, we foresee 

1 8 that at around 3.6 p ercent . 

1 9 S o it's going back to a 

2 0 base line l e v el that's fu lly c redited ln our 

2 1 drug t rend. It goes through to the rate . 

22 It 's just that the o p por t u ni t y f o r savings 

23 from moving from Lipitor to a generic 

2 4 alt ernative was focused in 20 12, one time in 

2 5 nature and is expiring a s we move further out 
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1 from its introduction. So that contributes 

2 to some pharmacy trend rebound into '14, less 

3 so in' 15, bu tit is is noticeable. 

4 The other piece affecting the 

5 drug trend is continued high levels of 

6 average wholesale drug pr1ce. This 1S simply 

7 the cost for the pills themselves that we 

8 pay. And it's fairly straightforward to 

9 track and measure. We take a mix of drugs in 

10 one year and a mix of drugs in the next year 

11 and simply compare how the prices have 

12 changed on that fixed basket of goods. 

13 In 2011, we saw that trend at 

14 7 percent. In 2012, it got up to 

15 7 .5 percent. In 2013, it went up to 

16 8.9 percent. So you're seeing an escalation 

17 just 1n the inflation of drug prices. And it 

18 seems in the past week there have been 

19 numerous articles in newspapers pointing to 

20 this, in particular, as a driving force of 

21 trend increases. 

22 So you put all these things 

23 together, newly introduced expanded 

24 utilization of hepatitis C related 

25 medications, declining opportunities a n brand 
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1 to generic conversion of savings, as well as 

2 a substantial growth in average wholesale 

3 prices, those culminate in a drug trend, that 

4 when coupled with a declining medical trend, 

5 together supports the 8.42 percent, our buy 

6 In. 

7 Having seen hepatitis C drug 

8 spend through the early part of the year, if 

9 I were to refile today, I don't know that 

1 0 8.42 percent would be the right number. It 

11 lS really accelerating rapidly. 

12 MR. DURHAM: All right. And 

13 thank you, Michael. 

14 And I know that this was 

15 mentioned during the public comment, but to 

16 be clear, Anthem is making trend projections 

17 to set the 2015 rates. Is that correct? 

18 THE WITNESS (Bears): That is 

19 correct, yes. 

2 0 MR. DURHAM: And when you 

21 propose a rate increase like this, you know, 

22 do you check whether the trend assumption 

23 used to set the previous rates was accurate? 

24 You know, for example if you 

25 used a 2 percent trend to set 2014 rates and 
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1 that turns out to be an actual trend of 

2 5 percent, would that contribute to your rate 

3 for the next year, 2015? 

4 THE WITNESS (Bears): We do 

5 assess that to see how prior projections are 

6 aligned with actuals. And just to elaborate 

7 a little bit, when we set our 2014 rates that 

8 was based on November 2011 through 

9 December 2012 data. It's easier to say 

1 0 calendar year 2012. So we if we can, I' 11 

11 just say, we went from calendar year 2012, 

12 trended that through 2013 and then on into 

13 2014. 

14 So, in setting our r 14 rates,

15 we made a projection of how 2013 would 

1 6 unfold. Being that we're in June, we have a 

17 sense of how 2013 unfolded. So we can 

18 compare the two and see how things 

19 progressed. 

2 0 In actuality paid claims 

21 increased from $425.23 cents per person per 

22 month to $459.97 cents over that period, 

2 3 which 1S and that's on a same-benefit 

24 basis. That's a trend of 7 and a half. I 

25 think the rates incorporated 6 and a half. 
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1 So we're seeing slightly higher costs in 2013 

2 than was anticipated in our rates. 

3 Now, it's not necessarily 

4 critical to enumerate exactly what the delta 

5 is, so to speak, because ultimately when 

6 we when we set our 2 0 1 5 rat e s , we j us t 

7 start from the 2013 data. That's what we're 

8 s tar tin"g wit h t 0 day. 

9 So however you enumerate that 

10 relative to what was projected before, that's 

11 an important comparison to make for purposes 

12 of understanding, but when it comes time to 

13 set our 2015 rates, it all just starts from 

14 the 2013 data. That's our building block. 

15 We go from there forward. 

16 MR. DURHAM: So stated In 

17 another way, you do not make a specific 

18 adjustment in your rate filing for this gap 

19 that you 've just described? 

2 0 MR. RYAN: No. No specific 

21 adjustment, and one is not really necessary. 

2 2 Again, we start with 2013 data. That has 

23 materialized at the level it has materialized 

2 4 at, and we project forward from there. So it 

25 naturally and automatically incorporates all 
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1 of the most recent information. 

2 That's one advantage to 

3 setting health lnsurance rates. Annually 

4 we're constantly realigning and pulling our 

5 rates back into conformity with the most 

6 recent information that we have. 

7 MR. DURHAM: Can you give an 

8 example to illustrate that? 

9 THE WITNESS (Bears): Sure. 

10 Say, an actuary will project something will 

11 cost $80 in the future; later it turns out 

12 that it actually costs a hundred dollars. 

13 Well, geez, we were off by 20. Ultimately it 

14 is not important to calculate that $20 gap. 

15 Ultimately you just start from a hundred 

16 dollars and project forward from that point. 

17 MR. DURHAM: And Michael, if 

18 you could, and please try to keep you voice 

19 up. I know these mics have been difficult. 

20 I see the court reporter pointing at us. 

21 They work kind of interestingly, but if you 

22 keep your voice up so that you're clearly 

23 heard. 

24 How then do you pull these 

25 considerations together that you've just 

6 5 
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1 discussed when assessing how trend 

2 considerations actually are used and 

3 influence a rate application? 

4 THE WITNESS (Bears) Sure. 

5 To start with we think a proposed trend of 

6 8.4 percent lS reasonable and reflective of 

7 some tangible cost drivers, declining medical 

8 trend, enhancing pharmacy costs, changes in 

9 brand to generic c o n v e r s a o n , and 

10 year-to-dates of all we spend that actually 

11 supports a trend at this point that's higher 

12 than what we filed. 

13 As well, we see 2013 

14 experience emerging at a level slightly 

15 higher than what we were collecting in our 

1 6 rates. So things, those two pieces come 

17 together to inform our rate increase. 

18 MR. DURHAM: Are there other 

19 important points to be considered In 

20 connection with this 2015 rate proposal? 

21 THE WITNESS (Bears): Yes and 

2 2 no. Our rate development for 2015 is based 

23 on more than the items discussed thus far, 

24 which again, medical trend related increases, 

25 changes in the pharmacy environment, 

6 6 
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1 increasing federal fees to help support 

2 subsidies for exchange members, declining 

3 premium support from the transitional 

4 reinsurance program, and recent claims 

5 expe rienced that emerged slightly higher than 

6 what was anticipated In our '14 2014 

7 rates. 

8 But I do want to highlight one 

9 other item that does affect our rates going 

1 0 forward, and that was alluded to earlier . 

11 This is the risk adjustment mechanism that 

1 2 was brought to the individual small-group 

1 3 mark ets by the Affo rdable Care Act . 

14 Under this mechanism insurers 

15 who just happened to enroll healthier than 

16 average customers pay money directly to 

17 insu rers who have just happened to enroll 

18 less healthy customers . 

19 So our 2015 rate development 

20 includes a 4 .69 percent prospe ctive reduction 

2 1 and this was informed by a risk adjustment 

2 2 simulation study r e l e a s e d just re cently that 

23 compared how 2013 insured members for 

24 Connecticut insurers compare on a health 

25 status basis to the Connecticut market 
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1 overall. And this helps that each insurance 

2 company understand whether they are likely to 

3 owe money to other health insurers, or 

4 receive money from other health insurers. 

5 Health insurers submitted, for 

6 this study, 2013 claims in membership, and 

7 they received information to potentially 

8 guide their 2015 rates up or down in 

9 accordance with those study results. Bear in 

10 mind that while we've used this information 

11 as one factor to hold rates down, other 

12 health insurers 1n the marketplace must have 

13 been measures having better risk than 

14 average, and all else equal, can increase 

15 their rates all else equal, in 

16 anticipation of the fact they will need to be 

17 paying the money to other insurers. 

18 So the following 1S perhaps 

19 counterintuitive, but very important to 

2 0 market stability. If an insurer sets their 

21 premium rates using data from healthier than 

22 average customers and does not anticipate 

23 risk adjustment money they will owe, then 

24 they risk being sufficient significantly 

2 5 deficient pardon me 1n their premiums 

6 8
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1 leading to larger rate increases ln the 

2 computer. So anticipating this dynamic is an 

3 important part of the post-2014 rating 

4 process. 

5 MR. DURHAM: What about 

6 profit, Michael? Does profit drive this rate 

7 increase for 2015? 

8 THE WITNESS (Bears): Yeah. 

9 First it's important to reiterate what Jim 

10 mentioned regarding the federal medical loss 

11 ratio. So we are bound to an 80 percent 

12 medical loss ratio standard, whereby we have 

13 to spend 80 cents of every dollar on care. 

14 So if our rates ever were to 

15 produce medical loss ratios deemed too low by 

16 these new federal standards, our members will 

17 receive checks directly from us returning 

18 money. And we've never paid rebates in the 

19 Connecticut individual market and have 

20 conformed with that rule. 

2 1 Ultimately our profit 

22 intention in this rate application did not 

23 change since last year and does not affect 

24 the rate increase. 

2 5 MR. DURHAM: And when you 

6 9 

UNITED REPORTERS, INC. 
www.unitedreporters.com 

Nationwide 866- -534-3383 Toll Free 



1 filed f or the 2 015 rat es y ou e s ti ma t e d 

2 Anthem' s 2 01 3 med ic al loss ra ti o for th e 

3 indiv idual line o f business b e c ause it was 

4 n ot finali zed at that time wh en you did the 

5 appli cation, but you now know what the 2 0 1 3 

6 ML R is, and can you co mm e n ton t hat? 

7 THE WITNESS (Bears): Yes, we 

8 re ceive the final statisti c and our 2 01 3 

9 fed er al MLR is 89.3 p er cent, which is well 

1 0 ab ove th e 80-p er c en t threshold. 

11 MR. DURHAM: Are ther e an y 

12 sma l l er ele me nt s t ha t i n f l u e nc e th e rate 

13 c h a n ge fo r 2 015 tha t y ou hav en' t spok en to as 

14 of now? 

1 5 T HE WITNESS (Bears): I do 

1 6 want to address pent-up demand. That came up 

17 earlier, and I think it's important to tou ch 

1 8 on th at. Wh e n w e submit our fi ling the 

1 9 Depar tm ent ne eds to writ e a summary of ou r 

2 0 rat e f il i ng , and pe nt -up d emand app eared in 

21 th er e , a nd it i s me nti on ed i n ou r fi ling. 

22 T h a t 1S a ctua l ly - - o u r 

2 3 e xpe c ta tion f or p en t-up demand are 

24 actua lly de clining f ro m 2 0 1 4 in to 2 015 . And 

25 in terms of the actual, so it a ctually, all 

7 0 
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1 else equal pulls down the rate in crease 

2 slightly . But all told , is a ver y, very 

3 small adjustment 1n the 20 1 5 rates . It's 

4 thirty -six one-hundredths of a per cent . It 

5 1S i t is very small . And I don't what to 

6 say it's meaningless , bu t it is a very small 

7 amo unt and n o t a major driver. 

8 But I do want to address that 

9 and I don't want the impression out that this 

1 0 1S driven by pent-up demand. I t is not . I t 

11 1S in there, but it 's a very small 

1 2 ad justment . 

1 3 MR . DURHAM: And you 're 

1 4 familiar with Exhibit I of the rate 

15 appli cation that's Exhib it 3? 

1 6 THE WITNESS ( B e a r s) Yes . 

17 MR. DURHAM : And in t hat 

18 Exhibit I , there is v ariation o f the 

19 in creases around the individual plans, is 

2 0 that r i g h t , and ca n yo u speak to those 

21 variations? 

22 THE WITN E S S (Bears): Sure. 

2 3 Yeah. Fo r our 2 015 r a t e submissi on we 

24 obvi ously have th e ov erall rat e increase 

2 5 proposal of 12 . 5 per c ent , but there are three 

7 1 
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1 adjustments that are made at a level of 

2 detail below that, that overall increase. 

3 And let me just list them out and speak to 

4 each. 

5 First, we adjusted the slope 

6 of our rates, that 1S the relationship 

7 between bronze and silver, silver and gold. 

8 Bronze, silver and gold being the metallic 

9 product definitions that the federal 

10 government put in place with the Affordable 

11 Care Act. So that's one. 

12 Two, we, as we are permi tted 

13 to do adjusted morbidity expectation on the 

14 catastrophic plans, these are plans that are 

15 restricted for purchase to folks, I think 

16 it's 30 years and younger, and it's a 

17 distinct risk pool to which you're allowed to 

18 make a distinct expectation. And finally, 

19 several bronze plans experience some benefit 

20 adjustments and modeling updates which align 

21 their rate more appropriately to the expected 

22 costs under those benefit designs. 

2 3 So as I mentioned, metal 

24 slope, this refers to the cost relationship 

25 between bronze and silver, silver and gold. 
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1 Regulations state that prices can very along 

2 those tiers, metal tiers based on core 

3 features of the product such as co-pays, 

4 deductibles and coinsurance, but also based 

5 upon the economic impact these cost shares 

6 have on consumer behavior . And it's, I 

7 t hink , referred to as benefit richness in the 

8 latest actuarial memorandum instructions . 

9 Insurers cannot vary prices, 

10 however, across metallic tiers in 

11 anticipation of who will purchase these, 

12 these products. So it's benefit richness and 

13 then details of the benefit designs 

1 4 themselves. 

15 So we've reviewed claimants, 

16 claims experlence from 2013 and prior, and it 

17 showed that the economic impact of member 

18 cost sharing or deductible levels was 

19 stronger than reflected in our 20 14 rates. 

20 As deductibles increases, customers were more 

21 selective in their use of services, and 

22 that's even after we used risk scores to 

23 remove the impact of morbidity, which lS 

2 4 required by regulations . We have to study 

2 5 this on a risk-adjusted basis, which which 
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1 we did. 

2 So given this, our 2015 rate 

3 application includes an overall rate 

4 increase, but a slight movement to rotate our 

5 metal slope to lower bronze rate slightly 

6 where the stronger economic incentives exist 

7 and then tilt the slope slightly higher on 

8 the gold products. And doing so aligns these 

9 rates more accurately with emerging 

10 experience under benefit richness variations. 

1 1 I mentioned that insurers are 

12 not a llowed to adjust metallic tier pricing 

13 for morbidity difference, but one one 

14 place where that adjustment is permitted 

15 relates to catastrophic plans, which are 

16 bronze-like products . And this is a distinct 

17 risk pool for purposes of risk adjustment, 

18 and insurers are permitted to prlce to the 

19 expected morbidity of catastrophic plan 

20 buyers . 

2 1 Now, these plans have not been 

22 purchased In great quantity thus far, but 

23 early demographic indicators showed that we 

24 could expect a lower normal morbidity level 

2 5 In those plans . So the catastrophic plans 
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1 you'll s ee have a 4 - p er c e n t rate reduction 

2 related to first this morbidity adjustment 

3 change. And second, as a bronze-like plan, 

4 it also lS subje ct to the sloping element 

5 that I mentioned. 

6 Beyond this, the re are two 

7 specific nonstandard b ronze plans, one on 

8 exchange, one off exchange that show highe r 

9 rat e inc reases than the other b ronze plans. 

1 0 These have low membership. We've made som e 

11 revisions to our benefits and product 

1 2 modeling, and that int roduced some va riation 

1 3 in r a t e increase across the b ronze products, 

1 4 but ultimately b e considered the updated 

15 rates as being more reflective of the 

1 6 expected costs of these benefit designs. 

1 7 MR. DURHAM: And thank you for 

18 that answer. 

1 9 Yo ur mention there at the end 

2 0 of plans on and off the exchange reminds me 

2 1 that I wanted to go back and just clarify 

2 2 something. 

2 3 When you were talking about 

2 4 the impa ct and influence of the hep C 

25 breakthrough drugs and you we re giving us an 

7 5 

UNITED REPORTERS, INC. 
www.unitedreporters.c om 

Nati onwide 866-534-3383 T o l l Free 



1 example, you made reference to a membership 

2 of 60,000. Do you recall that? 

3 THE WITNESS (Bears) Yes, I 

4 do. Yeah. 

5 MR. DURHAM: And just so the 

6 record is clear, that 60,000 represents the 

7 entire individual membership both on and off 

8 the exchange? 

9 THE WITNESS (Bears) Correct. 

10 Yes. Correct. 

11 MR. DURHAM: Okay. Thank you. 

12 So at this point, Michael, can 

13 you summarize why the Department should 

14 approve the rate increase that's set forth ln 

15 Anthem's May 30, 2014 application? 

1 6 THE WITNES S (Bears): Yeah. I 

17 mean, ultimately in my role in this process 

18 is to propose a rate increase that insures 

19 that the premium reflected is adequate to 

20 cover the benefits that our members access, 

21 to ensure that this is an actuarially sound 

22 rate. 

2 3 Bearing ln mind that we are 

24 very motivated to be as competitive as 

25 possible, we want the rate increase to be as 

7 6 
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1 low as possible if we do that . We can sell 

2 more business and grow the business, and 

3 we're absolutely motivated to do that. So we 

4 balanced competitive considerations with the 

5 requirement under law that we put forth rates 

6 that are not excessive, but are adequate. 

7 As for the rate increase 

8 itself, it's really six factors that underlie 

9 it: A medical trend increase, albeit at a 

10 slightly lower rate; sizable changes In the 

11 pharmacy environment related to hepatitis C; 

12 brand to generlc conversions and average 

13 wholesale price elements; an unavoidable 

14 increase in federal insurer fees levied on 

15 health insurers; waning premium support or 

16 reduction from the federal reinsurance 

17 program; a 2013 claims experience that 

18 trended somewhat higher than 2014 rates 

19 assumed; and then finally we do have a 

20 4.7-percent reduction to calibrate the health 

21 of our base experience to the Connecticut 

22 market average . 

23 MR. DURHAM: Thank you , 

24 Michael. 

2 5 With that, Mr. Lombardo, we're 
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1 completing our direct examination and our 

2 witnesses are prepared to respond to 

3 questions that you have for them. 

4 THE HEARING OFFICER: Thank 

5 you. 

6 We will now begin the 

7 examination of the witnesses by the 

8 Department, and I will conduct the 

9 examination myself. I ask that whoever seems 

10 to be the most appropriate party to answer 

11 the question, understanding that ln some 

12 cases it may be than one person. 

13 We just had a presentation on 

14 the varying differences ln the exhibit that 

15 identifies by plan the amount of rate change 

16 that Anthem is asking for. And while it was 

17 a very thorough explanation, what the 

18 Department would like to see in additional 

1 9 information and I will set guidelines for 

20 when we need this information by at the end 

2 1 of the hearing we'd like actuarial 

22 justification for each of the factors that 

23 affected the variation ln the proposed rate 

24 increase by plan including but not limited to 

2 5 the following: Changes ln benefit design 

UNITED REPORTERS, INC. 
www.unitedreporters.com 

Nationwide 866-534-3383 Toll Free 



79 

1 that vary by plan; c h a n g e s 1n the adjustment 

2 factor f or the catastrophic eligibility; 

3 changes 1n the non-benefit exp enses that are 

4 applied on a PMPM basis; changes in the 

5 underlying area rating factors that were also 

6 identified in the filing. There have been 

7 some slight changes to the area factors. 

8 You also identified the slope 

9 of the rates, and so to the extent that you 

10 should provide justification for defining the 

11 slope of the rates as well. 

1 2 For the record, can you be a 

13 little bit more specific about what is meant 

14 b y th e catastrophic the adjustment factor 

15 for the catast rophi c eligibility? 

1 6 THE WITNESS (Bears) Right. 

17 So that simply relat es to the expected 

1 8 morbidity level of the purchasers in the 

19 catastrophic plans relative to th e claims 

2 0 expe rience that und e rlies our total 

2 1 appli cation. And we saw younger folks in 

2 2 catast rophic plans which allowed us to 

23 furth er bring down the rate in ac cordance 

24 with who 1S purchasing those plans. 

2 5 It's it's not, we had to 
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1 pool data across states 1n order to do that. 

2 It's not selling a lot, but in general we are 

3 s e e i n q a lower age come into those plans, and 

4 we are able to adjust in accordance with 

5 that. 

6 THE HEARING OFFICER: Thank 

7 you. 

8 Why is Anthem assigning 

9 zero percent credibility to their Connecticut 

10 individual single-risk pool non-grandfathered 

11 business 1n the filing and using small-group 

12 business 1n its place? 

13 THE WITNESS (Bears): Yeah, 

14 when you mentioned our actuarial with this 

15 year and, again, .i. n our submission last year, 

16 1n seeking approval on our current 2014 

17 rates, that the individual market was under a 

18 very different set of benefits. It which 

19 would require more drastic projection, 

20 transformations, normalizations from the 

21 historical period to the future period. 

22 It 1S based on a 

23 non-guaranteed 1ssue market. It was 

24 previously medically underwritten, so it has 

25 a very distinct health profile that aga1n, is 
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1 very different from 2014 and beyond where a 

2 guaranteed issue comes into effect. 

3 So our judgment was that small 

4 group being previously guaranteed issue and 

5 being closer in benefit design to the future, 

6 that it was a better starting point for that 

7 reason. 

8 THE HEARING OFFICER: Is that 

9 consistent with how the filing was made in 

10 2013 for the 2014 pricing period? 

11 THE WITNESS (Bears) Yes. 

12 We've made no changes. Correct, yeah. The 

13 2014 rates were based on 2012 almost 2012 

14 small group claims experiences, there's been 

15 no change In moving into this 2015 proposal. 

16 THE HEARING OFFICER: Okay. 

17 And per the federal guidelines that you need 

18 to follow in filling out the actual 

19 memorandum part three in the URRT forms, 

20 explain why you're allowed to use small group 

21 instead of using your individual 

22 non-grandfathered block? 

2 3 THE WITNESS (Bears): Well, 

24 the URRT actually requires that you show 

25 prior experience for the individual block and 
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1 we do have that in the URRT. And it makes 

2 the URRT then a complicated comparison, 

3 because it's taking 2013 individual data and 

4 contrasting it with expectations ln the 

5 future derived off small group data. 

6 But again, it goes back to our 

7 rationale that pick the data that it's 

8 most close to and most applicable to the 

9 circumstances that adhere in the future and 

10 that's what we did. 

11 THE HEARING OFF ICER: And ln 

1 2 your judgment based upon what is out in the 

1 3 marketpla ce today, what you're viewing is 

1 4 that a consistent process to use group data, 

15 whether it's a small group or large group as 

16 a basis prior to gaining credible individual 

17 experience in 2014? 

18 THE WITNESS (Bears): It lS. 

1 9 There are many ca rriers following this 

2 0 approach. Conversely, those that start from 

2 1 individual experience, you'll see 1 0 0 percent 

2 2 type projections, meaning take the prior 

2 3 individual experience and this was heading 

2 4 into 2 01 4 and essentially you need to 

25 double it because of all the medical 
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1 underwriting that was 1n place before. 

2 So you can imagine having to 

3 make a 100-percent adjustment 1S not too hard 

4 to get off on that magnitude of a lunge, if 

5 you will. So for small group there's much 

6 less of that required and -- but we do see 

7 both, but we're more comfortable with smoke 

8 for that reason. 

9 THE HEARING OFFICER: For 

10 purposes of demonstration to the Department, 

11 we'd like to see from a comfort level 

12 perspective, we'd like to see a buildup using 

13 it the individual non-grandfathered business 

14 as you've identified in the URRT and 

15 identifying those additional adjustments so 

16 that we can have a comfort level that the 

17 rate being developed by small group 1S 

18 appropriate for what you are requesting the 

19 Department to approve. 

2 a THE WITNESS (Bears): Okay. 

2 1 THE HEARING OFFICER: You 

22 alluded to a risk-adjustment product that I 

2 3 believe you've obtained. I think in the rate 

24 filing you identified that Wakely Consulting 

25 collected demographic and risk information 
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1 f r om c arr ier s and c alc ul a te d Anth em's 

2 relativ e r i s k s t o the mark et fo r 2 01 3 . 

3 I just want t o ma k e su r e that 

4 eve rybody unde rstands, becaus e it 1S 

5 co u n t er i n t u i t i v e . Be cause y ou' re n ot using a 

6 risk adjustment fa cto r 1n th e URRT, but you 

7 did use a risk adjustment fa cto r to affe ct 

8 you r 2 0 1 3 experien ce before you d ev eloped 

9 y ou r 2 0 1 5 e xpe cted pri cing. 

1 0 T HE WI TNE S S (Bea rs) Co r re ct, 

11 yeah. 

12 T HE HEARING OFFI CER: And what 

1 3 I thin k I underst o od y our e xp lana ti on t o be 

14 is that be cause o f the Wa k e l y Consu lting 

1 5 produ ct that you pu r chased that identified i n 

16 a sma ll-group market? 

1 7 THE WITNESS (Bea rs): Correct. 

1 8 THE HE ARING OF FI CER: In 201 3 

19 that yo ur bl o ck o f business i n the 

20 s ma ll - g r o up mark e t wo ul d a l low y ou t o r ec e i v e 

21 payment f r om this pot o f money, a nd 

22 theref o re , you were al l owed t o y ou l ower y o u r 

23 starting p oint o f 2 013 rat es by 4. 69 pe r cent? 

24 THE WITNESS (Bears): That is 

25 cor re ct, yes. 
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1 THE HEARING OF FI C ER : Okay. 

2 Thank you for the confirmation. 

3 THE WITNESS (Bears) Yeah. 

4 THE HEARING OFFICER: You also 

5 identify in the filing and I just want to 

6 make sure that I understand this that 

7 you're using, it sounds like you're 

8 supporting the assumption that small-group 

9 sizes two to five members are the relative 

10 small-group population that you would be 

11 usin g to most mimi c your individual block. 

12 I s that c o r r ec t ? 

1 3 THE WITNESS (Bears) That is 

14 corr e ct, y e s . 

15 THE HEARING OFFI CER: So am I 

16 to understand that your starting point of 

17 2013 pricing for this was only using the two 

18 to five experienc e data of your small group 

1 9 market? Or did you use your entire small 

2 0 group market expe rien ce as a s tarting point. 

2 1 THE WI T NE S S (Bears): Yeah, we 

22 used th e entirety of small g roup as a 

2 3 star ting point. And the intent of that whol e 

24 pie ce of the cal culation was to recognize 

25 that when small groups purchas e coverage of a 
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1 small group of 50, each individual 1S not 

2 making a choice as to whether they need 

3 insurance, and therefore really, really want 

4 to purchase it. 

5 In the individual market it's 

6 much more selective. That's why the 

7 individual mandate exists to ensure that 

8 everybody feels inclined to purchase it, as 

9 opposed to, in general, those who intend to 

10 use it are more inclined to purchase it. 

11 So within the small-group 

12 market, we felt the two to five group size 

13 range would be more reflective of a 

14 circumstances where there is that individuals 

15 choice. So it used the entire small-group 

16 data, but we aligned it, adjusted it to the 

17 typical cost levels of a two-to-five type 

18 populations to reflect that individual 

19 purchaser type decision making situation that 

2 0 applies in the individual market. And that 

2 1 was that's what that adjustment relates 

22 to. 

2 3 THE HEARING OFFICER: Okay. 

24 And 1S that adjustment identified 1n the rate 

25 filing specifically? 
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1 THE WITNESS (Bears): That 

2 would be part of the morbidity section which 

3 was, I think, was down 5 percent from last 

4 year. So it it includes the Wakely, that 

5 adjustment, the small pent-up demand and the 

6 influx of higher risks premiums that insures. 

7 So those collectively are in there, but, 

8 yeah. 

9 THE HEARING OFFICER: I think 

10 what we I re q o a ri q to need is a very, very

11 specific detailed value for each of those 

12 factors that made up the aggregate factor. 

13 THE WITNESS (Bears): Of 

14 morbidity? 

15 THE HEARING OFFICER: Of 

16 morbidity, and we'd like to see actuarial 

17 justification for each of those separate 

18 factors that roll up into your aggregate 

19 morbidity adjustment, which I believe your 

20 morbidity adjustment for this filing was 

21 actually below a value of one. 

22 THE WITNESS (Bears) Correct. 

23 It was less than one and declined 5 percent 

24 from last year. 

25 THE HEARING OFFICER: Thank 
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1 you . 

2 TH E WI T NE S S (Bea r s) You're 

3 welcome . 

4 THE HEARING OF F IC E R : Attorney 

5 Cook will be do cumenting the additional 

6 i n f o r ma t i on that we are asking for . So we 

7 will re itera te all of th is information for 

8 the hearing purposes at the end of the 

9 hea ring . 

1 0 TH E WIT NE S S (Bea rs): Ok a y . 

11 TH E HEARING OF FIC E R ; T he r e lS 

12 a statement in the filing that id entifi es 

1 3 that the re's e x p ec te d moves into the 

14 individual market of uninsured in 2015 . For 

1 5 purpos es of the marketpla ce those uninsured, 

16 you would an ticipat e that a ve ry high 

1 7 per centage, if not all, due to th e ma ndate 

1 8 would b e e n t e r i n g the market In 2 0 1 4 . 

19 The r e appears to b e a 

2 0 recognit ion , and I don 't know if there 's an 

21 additional adjustment for that , but why wou ld 

22 there b e someone who was uninsur ed prior to 

23 2 01 5 e n t e r i n g .i n , in 2 0 1 5 , b ecause there's a 

2 4 mandate, and they r eally should be entering 

25 in 2 0 1 4 ? 
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1 THE WITNESS (Bears): Yeah. 

2 The individual mandate is increasing in 

3 strength in '15 and then again in 2016. So I 

4 think the first year, at a minimum, it I S a 

5 $95 individual mandate, which is not a lot 

6 relative to the cost of health insurance. 

7 So for somebody on the cusp 

8 who's very healthy, $95 health insurance 

9 premiums, I think the . choice for some is 

10 to not pursue -- pursue coverage. But as 

11 time passes, those mandates do increase ln 

12 strength, and we do expect that to have a 

13 stronger impact ln terms of bringing people 

14 into the market. 

15 THE HEARING OFFICER: And do 

16 you have a value for what you've adjusted the 

17 pricing for to impact that? 

18 THE WITNESS (Bears) Yeah. I 

19 think that's best handled through the 

2 0 morbidity details. It's in that section, so 

21 we can refer there. 

2 2 THE HEARING OFFICER: Okay. 

23 So we will be getting clarification, 

24 justification for that as well. 

2 5 THE WITNESS (Bears) Yeah. 
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1 THE HEARI NG OFF I CER: Yo u 

2 identify that the base peri od e xpe rience i s 

3 adjusted t o a c c ount f or highe r anticipated 

4 utili zation levels in the cost sha re 

5 r e d u c t i o n s plans. Those are the silver 

6 plans? 

7 THE WITNESS (Bears): Correct. 

8 THE HEARING OFF ICER: Please 

9 identify the adjustments and identify if 

1 0 th os e ar e consist ent with the adjustments 

11 that a re allowed fo r that in the ACA law and 

12 r egu lati on. 

13 THE WI T NES S (Bears): Yeah . 

14 The utilizati on o f fa cto rs thems elves, so 

15 again, just to e xplain, if y ou have a cost 

1 6 share r e d u c e d plan, your cost shares are 

17 l ow e r . That means it's less c ostly for y ou 

18 t o pursu e servic es and th en that l eads t o 

1 9 increased utili zati on . 

2 0 And HHS has pub lished fact ors 

21 that say, unde r these cost sha re re d u c e d 

2 2 va r iations, he re's what we thin k 18 the 

2 3 app r op riate in cr eas e in utili zation that 

2 4 y ou'll e xperien ce . 

2 5 S o we have emerging data and 

9 0 
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1 expectations as to how many members will be 

2 in the cost share reduced plans . Tha t gets 

3 matched up against these slight utilization 

4 increases that are expected, and that leads 

5 to the factor that you referenced. 

6 It 1S also down from last 

7 year. We see slightly fewer members i n the 

8 cost share reduced plans, and as a result I 

9 think it's come down three-tenths of a 

10 per cent from last year, but we do update and 

11 tune that to what we're seeing in terms of 

12 actual sales. 

13 THE HEARING OFFICER: Okay . 

14 If you could provide for each of the CSR 

15 plans what the utilization adjustment you are 

1 6 using. I know there's an aggregate 

17 adjustment in there, but if you could 

18 identify the separate factors . 

19 THE WITNESS (Bears)
 

2 0 Sure, yeah. Absolutely .
 

21 THE HEARING OFFICER: There
 

2 2 was and you've alluded to what I would 

23 consider a significant piece of the filing , 

24 is the impact of the temporary reinsurance 

25 program on your pricing. 

9 1 
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1 For the record, the law and 

2 the regulation have identified that, for the 

3 policy year 2 01 4 , the law initially 

4 identified attachment points for reinsurance 

5 of $60,000 up to $ 250,000 with th e federal 

6 government paying 80 percent of the value of 

7 that claim for each individual 

8 non-grandfathered policy in the marketplace. 

9 Further regulation came out, I 

1 0 believe, in Ma rch of 2 0 1 4 . So this is past 

11 the -- well past the pricing deadline that 

1 2 readjusted the attachment point f or 2 01 4 

13 claims from $60,000 to $45,000. 

14 Now, what this did was is it 

15 allows the carriers in the marketplace ln 

16 2014 to gain the 80 percent coinsurance 

17 coverage on an additional amount of claims 

18 that were between 45,000 and 60,000 because, 

19 again, when the pricing for 2 0 1 4 was 

2 0 developed it had to be finalized. The law 

2 1 and th e regulations identified 60,000 to 2 5 0 

22 at 80 percent. 

2 3 Within that r e g u l a t i o n anoth er 

24 set of regulations came out May 2 7 t h of this 

25 year that identified that HHS would be 
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1 recommending that for 2015, when they develop 

2 the regulation for 2015, which will be 

3 issued, again, sometime March of 2015. Is 

4 that the idea here that they will be 

5 requesting that the attachment point in the 

6 law for 2015, at $70,000, be reduced to 

7 $45,000. 

8 What we'd like to ask Anthem 

9 to do is a myriad of different scenarios. 

10 They've also identified in the regulation 

11 that they will contemplate adjusting the 

12 50 percent coinsurance, but the coinsurance 

13 drops from 80 to 50 percent in 2015. What we 

14 are asking Anthem to do is provide you 

15 currently are assuming in your pricing 70,000 

16 to 250,000, that's your attachment points 

17 with a 50-percent coinsurance value. We'd 

18 like you to identify what the premium impact 

19 is to lowering that to 45,000 for 2015. 

2 0 We'd also like you to identify 

21 the 45,000 as the attachment point and a 

22 coinsurance level of 60 percent, 70 percent, 

2 3 and 80 percent. So we'd be asking for four 

24 different calculations and an ,e x p l a n a t i o n of 

25 the overall impact to premium and the impact 

9 3 
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1 to the, I believe it's I forget what 

2 exhibit it is, but it identifies the, by 

3 plan , adjustments that you're requesting . 

4 Okay. Do you understand what 

5 the Department is asking for? 

6 THE WITNESS (Bears) I do . 

7 I 'm trying to think thro ugh the partic u lars 

8 of performing that calculation . The 2015 

9 pool of money is fi xed at 6 billion , and they 

1 0 can change the parameters in various ways, 

11 but if there's not additional mon ey, then the 

12 answer is, it wi 11 no t chang e our answer . 

13 S o a necessary input is what 

1 4 additional money, In 2015, should we assume 

1 5 in recalculating in that way . 

1 6 I'm familiar and it's very 

1 7 recent , as you men tioned . As I read that it 

18 seems to indi cate i f th ere 1S exc ess in 20 14, 

19 they will push that f orward int o 2 01 5 and 

2 0 deliv er that thr ough by virt ue o f adjustin g 

2 1 the re i n s u r a nc e parameters . S o I have 

22 nothing t o point t o or assess in t e r ms o f 

23 what that access would be moving into ' 1 5 

2 4 And they adjusted the ' 14 

2 5 parameters for two reasons. One, wi th the 
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1 grandmothering provisions that were set 

2 allowing folks to stay a little bit longer in 

3 previous insurance plans, the idea was that 

4 the markets would split to some extent. That 

5 wasn't the case in Connecticut, but that's 

6 so they increased the parameters 1n 2014 to 

7 dispense of more money in '14. So that, to 

8 me, just counter seems counterintuitive to 

9 the idea that we spillover into '15 -- made 

10 available to both. So I think we need some 

11 thought as to how much extra money would we 

12 assume is coming 1n from where would it come. 

13 So 

14 THE HEARING OFFICER: I 

15 understand the question. The request will be 

16 assum1ng that there 1S enough money to fund 

17 the 45,000, a change from 70 to 45. And the 

18 basis for the department's question lS, lS 

19 you alluded to grandmothered plans. 

2 0 THE WITNESS (Bears): Uh-huh. 

2 1 THE HEARING OFFICER: And a 

22 number of states have approved the use of 

23 grandmother plans up to and including, I 

2 4 believe it's, October 1, 2016. Okay? 

2 5 Those individual plans that 
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1 are considered grandmother, for purposes of 

2 identifying grandmothered, they are 

3 non-grandfathered plans that certain states 

4 have allowed to not have to be completely 

5 fully ACA compliant in 2014 or 2015. It was 

6 up to each of the states to determine whether 

7 or not they would allow that. 

8 A significant, fairly sizable 

9 amount of states have allowed that to occur. 

10 Now, what that does is, is by virtue of the 

11 regulation that allows this, there they are 

12 not eligible for the reinsurance program. 

13 The grandmothered plans are not eligible for 

14 reinsurance, yet they are still being 

15 required to pay the fee for the temporary 

16 reinsurance program. 

17 So the Department's 

18 perspective on this lS twofold. One is, lS 

19 that, A, Connecticut did not adopt the 

20 transitional program and did not allow 

2 1 grandmothering. So everyone will be fully 

22 ACA compliant at some point by the end of 

2 3 2014 or the beginning of 2015. There's a, 

24 you know, twelve midnight on 12 /31, or 

25 whatever you want to call it, new year's. 
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1 So it's a firm belief by the 

2 Department that there will be excess money 

3 that was not considered when they originally 

4 set the budget for the 50-percent coinsurance 

5 rate and the $70,000 attachment point, the 

6 l o we r attachment point. And that there will 

7 be, not only money that will a llow them to 

8 increase the coinsurance rate in 2014 to a 

9 hundred perc en t, bu t there wi 11 probably be 

1 0 money left over. We don't know that. It's a 

11 projection. It's an estimation. 

12 So we would like you to 

13 develop those, assuming that there is enough 

14 dollars to support what you would consider as 

15 full funded 45,000 with the 50, and then 

16 45,000 with the 60, 70 and 80. 

17 Okay? 

18 THE WITNESS (Bears) 

19 Understood, yeah. 

2 0 THE HEARING OFFICER: You've 

21 referenced bulletin HC-81-2 in the filing. 

22 We have an updated bulletin that discusses 

2 3 the requirements for rate filings. It is 

2 4 HC-81-14. So if you could please reference 

25 that and identify if there's any additional 
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1 information required by that bulletin. 

2 Okay. In the verbiage of your 

3 filing you identified normalization factors 

4 as Exhibit N. I believe it lS Exhibit C in 

5 your rate filing. So if you could identify 

6 that and fix that. 

7 But In the Exhibit C 

8 normalization factor table, when we reviewed 

9 tha t, when I revi ewed tha t to the Exhibi t C 

10 in your filing for last year, there are 

11 differences between the two. And I'm 

12 specifically looking at the future population 

13 adjustment for th e age /gender. It increased 

14 from 1.0924 to 1.1439. 

15 THE WITNESS (Bears): Correct. 

1 6 THE HEARING OFFICER: Explain 

17 where the normalization for the age/gender 

18 would be increasing by that amount and why it 

19 would be increasing. 

2 0 THE WITNESS (Bears): Yeah. I 

21 think before getting to those specifics, 

22 the the normalization factors work in 

23 concert with the calibration factor later 

2 4 in the the entire rate development. 

2 5 So if I look at the totality 
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1 of the normalization adjustments , I think in 

2 total, including the age piece , they are up 

3 from last year. But if you go down to the 

4 bottom, the calibration factor which then 

5 divides it back out , I think , .i n c r e a s e from 

6 1.48 to 1 .60 . So l n terms of the overall 

7 rate lncrease those elements do net out. 

8 Specifically, to the age 

9 factor, a couple things we see . Slightly 

10 younger folks in 2013 and an updated 

11 projection of an older population ln 2015 

12 relative to what we expected last year, and 

13 that's informed by updated population 

14 movement modeling as well as referencing 

15 actual age information from the exchange 

16 itself. 

17 THE HEARING OFFICER: Okay. 

18 We're going to need to see justification for 

19 that development of the 1.1439 . And I'd like 

20 you to do a comparison to the value you used 

21 for future population last year, which was 

22 1.0924 . 

2 3 THE WITNESS (Bears): Okay. 

24 THE HEARING OFFICER: Thank 

25 you. 
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1 Exhibit B identifies your 

2 experience that is your starting point for 

3 your rate development. Again, in your 20 13 

4 rate filing for 2014, you identified there 

5 was a series of small-group data that you 

6 us e . 

7 It was identified on the 

8 exhibit. All I see here is Anthem's health 

9 plans individual, and there I s no 

1 0 identifi cation of this. There is verbiage in 

11 the rate filing, but we'd li ke you t o 

1 2 identify on that spe cifi c exh ibit exactly 

1 3 what data y ou're using for experien ce . 

14 THE WITNESS (Bears): Okay . 

1 5 Sure. 

16 THE HEARING OFFICER : Okay. 

17 We've already talked about the morbidity 

1 8 changes i n the .9886 value, and you're going 

1 9 to get that to the Department as individual 

2 0 fa ct ors and justification for that? 

2 1 THE WI T NE S S (Bears) : Yeah. 

2 2 T HE HEARING OFFICER: Exhibit 

2 3 G d escribes the non-benefit expenses and 

2 4 profit and risk. I see line items for 

25 everything but the profit and risk In the 
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1 exhibit. 

2 Am I to assume that, if I look 

3 at the expenses applied, as a percentage of 

4 premium total admin expenses 1S 2.07 percent, 

5 total taxes and fees is 8.33 percent? 

6 If I add those two numbers up 

7 pretty quickly it's 10.4. If I take the 

8 difference between the total, 13.65 and the 

9 10.4, that ends up being 3.25 percent. Is 

10 that what you're using as an explicit profit 

11 and risk load? 

12 THE WITNESS (Bears) Yeah, 

13 that is correct. Yeah. 

14 THE HEARING OFFICER: I'd like 

15 you to have a line item on there that 

16 enumerates that. And is that consistent with 

17 last year's rate filing? 

18 THE WITNESS (Bears) It lS, 

19 yes. 

2 0 THE HEARING OFFICER: Thank 

21 you. 

22 As best you can in layman's 

23 terms, can you explain Exhibit H, which is 

24 the calibration exhibit? 

2 5 THE WITNESS (Bears) Yeah. 
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1 So the the calibration factors works in 

2 the context of this exercise, but what we're 

3 trying to do lS establish a rating formula. 

4 A rating formula meaning, if you start from 

5 this if you start from this core price and 

6 apply a series of adjustments, allowable 

7 rating factors such as age and area, then you 

8 can and product, you can derive the actual 

9 rate that any person would encounter. 

10 So In our rate development we 

11 take all of our claims experience and project 

12 to the mix of ages and the area and the 

13 benefit plan that we expect to see In the 

14 future. What this calibration does is it 

15 pulls that down to sort of a core center 

16 point, and from that you can apply various 

17 rating factors to derive any rate that an 

18 individual would en c ounter o n on the in 

19 the market. 

2 0 Now, as far as, what does that 

2 1 number actually mean? As far as age, working 

22 within the context of that sort of 

23 cal culation, the age factor represents the 

24 weighted average expected age fa ctor from the 

2 5 premium side. So the Affordable Care Act 
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1 allows us to vary rates in accordance with 

2 age in a three-to-one manner, so that's 

3 constrained relative to the actual slope of 

4 the cost with respect to age. 

5 But if you take the expected 

6 population and cross it with the age factors 

7 that we're permitted to use by age, that is 

8 the result in the case of the age factors of 

9 1.5926. 

10 THE HEARING OFFICER: Okay. 

11 So In essence, I just want to make sure, for 

12 the record and for the purposes of the 

13 hearing, that this is a requirement so that 

14 you get to what we would consider a neutral 

15 rate level, which you would then apply your 

16 standard age factors, to your area factors, 

17 to your benefit relativity factor to that 

18 generates the actual premium that would be 

19 charged to an individual? 

20 THE WITNES S (Bears) Correct, 

21 yes. 

22 THE HEARING OFFICER: Okay. 

23 Thank you for that explanation. 

24 Last year's rate filing 

25 identified a rating differential for network. 
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1 Is that network adjustment still applicable 

2 to this year's filing? 

3 THE WITNESS (Bears) Yes, it 

4 is. 

5 THE HEARING OFFICER: Okay. 

6 And lS that identified in the rate filing 

7 other than Exhibit H, which is the 

8 calibration for area? 

9 THE WITNESS (Bears): I 

10 believe it's in exhibit it could. Yeah, 

11 Exhibit C is where it could be. It's 

12 combined area network in here. I think last 

13 year we had split that out as 

14 THE HEARING OFFICER: Per our 

15 request? 

16 THE WITNESS (Bears): Per your 

17 request. So we can supply that comparably 

18 here, but the network has not. There's been 

19 no change to the network since last year. 

2 0 So 

2 1 THE HEARING OFFICER: Okay. 

22 We would need the actual adjustment and the 

23 actuarial justification for that adjustment. 

24 THE WITNESS (Bears): Sure. 

25 We have all of that, yeah. 
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1 THE HEARING OFFICER: Okay. 

2 My last few questions will be related to the 

3 trend e xhibit. 

4 THE WITNESS (Bears): Okay. 

5 THE HEARING OFFI CER: Last 

6 year you identified a t rend exhibit uSlng 

7 allowed data. This year you've identified a 

8 trend exhibit uSlng pay data. For the 

9 record, can you please identify what the 

10 difference is between allowed and paid, and 

11 why the change was made? 

1 2 THE WITNESS (Bears): Yeah. 

13 The the allowed claim represents the 

14 combination of what an insurer pays as well 

15 as the members' cost shares, whereas a paid 

16 claim is strictly what the insurance company 

17 pays. 

18 And on e r eas on fo r uSlng an 

19 all owed claim is that it studying how 

20 allowed claims move over time removes the 

21 influen ce of any changes that a customer may 

22 make to their benefit. So if you lncrease 

2 3 your dedu ctibles that can affect the the 

2 4 course of paid claims over time . 

2 5 As for why we changed it, the 
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1 prior method bas ed on allow ed claims tried to 

2 loo k at memb ers who have b e en with us fo r an 

3 extend ed period of tim e to negat e the impa ct 

4 of peop l e coming and go i n g . So, In a q a v e n 

5 year, you might have turnover as people c ome 

6 and go. That c a n caus e variation in your 

7 trend. That's not reflective of cost 

8 inflation publish ed. It's just reflectiv e of 

9 who ha s entered and l eft your blocks. We 

1 0 c a l l that sort of a p ersistent business 

11 app r o a ch where yo u tr y t o loo k at a stati c 

12 s et of membership acr oss time. 

1 3 Heading into 20 1 4, meeting 

14 that r e quirement l S ex c e e d i n g ly chall enging 

15 to exp ect that we could get to a dataset that 

16 had stable memb ership over that extended 

17 period. There's so mu ch entering 

1 8 Medi c aid, n ew p e op l e e n te r i n g th e m a r k et, In 

19 201 4, there wou ld b e no prlor histor y on su ch 

2 0 f olks to enable us t o continu e to use that 

21 app r oa ch. 

22 S o with all th e change co ml ng 

2 3 in ' 14, we need ed a method that would b e mo r e 

24 refl e ctiv e and c a p a b le o f adapting to all th e 

2 5 changing membership that that was coming. 
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1 So that was the real the real impetus. 

2 Internally, to the company, folks don't 

3 really deal with a lot of claims. All 

4 financials are on paid claims, so there was a 

5 secondary benefit internally that it just 

6 ties better to everything that everyone else 

7 looks at. 

8 THE HEARING OFFICER: Because 

9 what we do at the Department, and part of our 

10 analysis is, lS to evaluate the changes from 

11 2014 to 2015. And we have had carriers in 

12 the past provide the trend both on a paid 

13 basis and an allowed basis. 

14 Does Anthem still have the 

15 ability to generate this exhibit using 

16 allowed claim data as they did last year? 

17 I'm not asking you if you want 

18 to do it. I'm asking you if you have the 

19 capability to do it. I just want to make 

20 sure you understand that. 

21 THE WITNESS (Bears): 

22 Understood. I'm actually 

23 thinking. I'm happy to provide that. My 

24 pause was honestly that I we did switch 

2 5 like this. We went from old to new. I 
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1 would -- I honestly would have to check. I 

2 just don't know. 

3 THE HEARING OFFICER: Okay. 

4 THE WITNESS (Bears): I think 

5 historical amounts, absolutely. Th e forward 

6 looking piec es, I'm less ce rtain. 

7 THE HEARING OFFICER: Yes. 

8 I'm looking for th e historical amounts that 

9 have progressed. So yes, we would lik e to 

10 see that on an allowed basis and appreciate 

11 that. 

12 THE WITNESS (Bears): Okay. 

1 3 THE HEARING OFFICER: One 

14 thing I did notice in the exhibits, and I 

1 5 know you submitted some data later, and so 

16 I'm hoping that I'm making this comment on 

17 the appropriate data, and if I 'm not, correct 

18 me if I'm wrong. 

19 If I'm looking at essentially 

20 what you reported last year when you had 

2 1 2010 you had calendar year 2008 to 

22 calendar year 2 0 1 2 estimates for the 

23 different benefit categories, the same as you 

24 did this year and the first three years of 

25 this year's trend information. 
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1 So I'm strictly looking at 

2 calendar year 2010, 2011, 2012, because I 

3 want to look at the change from 2014, the 

4 rate filing from last year to this year. And 

5 I'll be honest with you, some of the data 

6 doesn't make sense to me, and I'll give you 

7 an example. 

8 In calendar year 2010, if 

9 that's an allowed basis for the last year, 

10 the unit cost for inpatient was $3200. 

11 $3,210.62 to be exact. The paid basis for 

12 calendar year 2010 lS $3,229.39. It's 

13 actually higher than the allowed amount that 

14 was reported In last year's filing. 

15 I would expect, in most 

16 instances, and most of the data here is 

17 the alloweds are higher. The absolute values 

18 of the alloweds are higher than the paids 

19 because of the member cost sharing being 

20 included in the allowed values. 

2 1 I'm also anticipating that 

22 from 2010 to last year, and from 2010 to this 

23 year I would expect most of your medical 

24 claims are fully complete regardless of 

25 whether we used last year or this year. 
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1 Usually, claims are fully 

2 complete on the medical s i d e , maybe a l i t t le 

3 bit longer, maybe s i x months to a year 

4 longer . Drugs are much short er . The lag 

5 period where they're fully complete i s much 

6 s horter. So t ha t' s one question t ha t I' m 

7 go ing to a sk you to respond to here and then 

8 provide add itiona l i n f o r ma t i o n. 

9 The other item that s tands o u t 

1 0 pretty s i g ni f i c a n t l y to me is the u til i z a t i o n 

11 data from t hose years . Again , I 'm ta lk ing 

1 2 about 20 10, 20 1 1, and 2 0 12 . So it was actual 

1 3 experience you had last year , and it's 

1 4 obviously actual experience that you hav e 

1 5 this year . T he utilization valu es are kind 

16 of, you know, I' l l give you an examp le . For 

1 7 a prescript ion drug it was 1 ,037 .1 in 

1 8 calendar year 2 0 1 0 per thousand members . And 

1 9 in the last year's filing it was only 81 1 .8 . 

2 0 S o I' m sta rtin g t o be a l i t tle 

21 co ncer n e d ab out the int eg rity of the data 

22 that's being p r ovided for th e t rend. And so 

2 3 I'm going to need you to r espond to the 

2 4 situations where the valu es on the allow ed 

2 5 versus paid on the unit cost l n looking at 
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1 th ose th r e e ye ar s d o esn't ma k e s ens e. Th e 

2 a l l ow e d sh ou ld b e h igh e r. 

3 I' l l le t yo u re s po nd h e r e a n d 

4 as we l l as asking y ou f or s om e ba c kup supp o rt 

5 f o r this. S o g o ah ead. 

6 THE WI TNE S S (B ears): Yeah. I 

7 th ink th e best answ e r will co me f r om 

8 add iti ona l supp o rt . Wi t h th e c ha n ge ln 

9 p r o c ess , we' l l abs o lut e l y l i ne th os e up and 

1 0 ta k e a look. In c ha n g i n g meth ods s omet im es 

11 things a r e just measu r ed and n u mer a te d 

12 d i f f e r e nt ly, a n d we ' l l ta k e a look at t hat . 

13 THE HEAR I NG OF FICER: I just 

14 want to ma ke su r e, th ough, th at intuitiv e l y, 

15 f r om my p e rspe ct iv e as an a ctuar y, if y ou' r e 

16 ch anging from a l l ow ed to paid, th at shou ld 

17 r ea ll y impa ct th e un it co s t s ide. Real ly , 

18 an d y ou ' l l hav e to expl a i n t hi s to me in th e 

19 re s pon se , I d on't b e li ev e it s hould impa c t 

2 0 th e ut i li zati on a t all . 

21 TH E WIT NESS ( Bea rs ) Yea h , I 

22 agree wi t h your intui tion . Ye a h . 

23 T HE HEAR I NG OF F ICER : Ok ay . 

24 T hank yo u . 

2 5 Ok ay . Th e De p artm ent has n o 
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1 further questions at this time. I will call 

2 for a ten minute recess. 

3 Thank you. 

4 (Whereupon a recess was taken 

5 from 1 1 09 a.m. to 11 : 29 a. m. ) 

6 THE HEARING OFFICER: I call 

7 this hearing back to order. This is a 

8 continuation of the public hearing In the 

9 matter of the Anthem individual on and off 

10 exchange rate applications. 

11 Mr. Ryan, do you have any 

12 questions for the Applicant? 

13 MR. RYAN: Yes, just a few. 

14 First, I'd like to say we 

15 truly appreciate the opportunity to have this 

16 hearing, Anthem's participation In the 

17 hearing, the public education that's coming 

18 out of this hearing. And in parti cular, 

19 given what we 've seen this morning, the 

20 Hearing Officer's questioning has been, not 

21 only very probing, but we think very 

22 educational. 

2 3 I can't tell you how important 

24 it lS for the public to understand some of 

25 this complicated stuff. And I think, 
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1 Mr. Hearing Officer, you've done a tremendous 

2 job helping people understand this. 

3 I will say, as well, that our 

4 main objective here was to ensure that the 

5 Applicant provided sufficient information to 

6 the Insurance Department to justify its rate 

7 requests and for the Insurance Department to 

8 evaluate that rate request. 

9 That said, we compliment the 

10 Insurance Department on its questions, its 

11 request for additional information, and I 

12 have to say, you've left me with not many 

13 questions to ask, and you've expressed those 

14 questions better than I could have. 

15 But you know, I do have a few 

16 additional questions. If that would be okay, 

17 I'll proceed. 

18 THE HEARING OFFICER: You 

19 could proceed. 

2 0 MR. RYAN: So I guess, a n the 

21 same way, whoever is best suited at the 

22 Anthem table to answer these questions, I 

2 3 would ask to do so. So I think most of them, 

24 though, relate to the actuarial memorandum 

25 and the rate filing itself. 
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1 So I would imagine Mr. Bears 

2 would be 1n a better position to answer. So 

3 Mr. Bears, you had indicated that the 

4 experience that was used to base, to come 

5 about the base rate for this application was 

6 a small group, I believe. Is that correct? 

7 THE WITNESS (Bears): That 1S 

8 correct, yes. 

9 MR. RYAN: And that you've 

10 used that rating methodology in a pr10r 

1 1 . application. Is that correct? 

12 THE WITNESS (Bears) That is 

13 correct, yes. 

14 MR. RYAN: And can you help us 

15 again understand why the that is a 

16 superior methodology over using what we might 

17 expect which would be actual experience? 

18 THE WITNESS (Bears): Yeah. 

19 The individual business prior to 2014 is 

20 really very different than the individual 

21 business after 2014. It was subject to 

22 medical underwriting, which puts the entire 

23 risk pool at a different cost level. 

24 It had very different benefits 

25 and weren't subject to actuarial value 
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1 requi rements and EHBs. And thos e are really 

2 the ke y considerations . And as we indicated , 

3 we ' l l b e p r o v i di n g a comparativ e develo pmen t 

4 t h a t aligns t h e two. 

5 MR. RYAN: You'v e sa i d t h a t 

6 th e r e are differen t requiremen ts . Do you 

7 th i n k t h at ma d e th a t pre -2014 indiv i d ual pool 

8 or t h e da ta -- would the da ta r eflect a 

9 high er risk for that under writt en po pulation 

10 or a l o we r risk or a lower c o s t in your 

11 vi ew? 

12 THE WI T NE S S ( Be a r s ) The 20 13 

1 3 i n d i v i d u a l ? 

14 MR. RYAN: Yes . 

1 5 THE WI T NE S S ( Be a r s) Lower . 

1 6 MR. RYA N : I t would be lower? 

17 So t h e pre ml um wo u ld have been lo wer as well. 

18 Corr e ct? 

19 THE WITNESS (Bears): No. 

2 0 Be caus e we would have anti cipated a chang e i n 

21 the ri sk mix h eading into 20 1 4 and -­

22 MR. RYAN: Yeah, I ' m j u st 

2 3 tal king about for the 2013. 

2 4 THE WI T NE S S ( Be a r s ) Oh , for 

25 20 13? Yes . 
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1 MR. RYAN: Relative to 

2 THE WITNESS (Bears): Yeah. 

3 MR. RYAN: Okay. And you, you 

4 indicated 1n your memorandum that you were 

5 submitting that memorandum pursuant to 

6 applicable state and federal laws including 

7 the regulation 45CFR156.80Dl, I believe. Is 

8 that correct? 

9 THE WITNESS (Bears) Yes. 

1 0 MR. RYAN: Can you take a look 

11 at that? That's actually an exhibit. I 

12 forgot the exhibit number. 

13 MS. COOK: It's Exhibit 22. 

14 MR. RYAN: Exhibit Number 22. 

15 THE WITNESS (Bears) Okay. 

1 6 MR. RYAN: And you, you cite 

17 45CFR156.80Dl. Correct? 

18 THE WITNESS (Bears): Correct. 

19 MR. RYAN: Do you believe that 

20 that section allows you to substitute 

21 small-group experience for the individual 

2 2 experience in this application? And if so, 

23 on what basis do you believe that to be true? 

24 MR. DURHAM: Mr. Hearing 

25 Officer, just to clarify as the witness 1S 
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1 looking at that section, is the question 

2 limited to just reference to D1? 

3 MR. RYAN: At this point, 

4 that's what the Applicant referenced In his 

5 memorandum, but obviously this question that 

6 relates to the legal requirements so if 

7 there are other factors, perceptions in this 

8 regulation that are applicable, we're happy 

9 to hear abou t tha t, too. 

10 THE WITNESS (Bears): Yeah. I 

11 think this states that you must establish an 

12 index rate for a state market based on the 

13 total combined claim cost for providing 

14 essential health benefits within the single 

15 risk pool of that state market. 

16 That lS silent as goes the 

17 orlgln of the source of we must set a rate 

18 based on the total combined claims cost. I 

19 don't see anything that prohibits or excludes 

20 one from using the most analogous data set 

21 that they see fit to use. 

2 2 MR. RYAN: So this law lS 

23 saylng you have to have an index rate for 

24 each risk pool. Does it happen to have an 

25 index rate for each risk pool in the 2014 
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1 experience? 

2 I should ask this -- maybe 

3 I'll ask this first, if that's okay. Does 

4 Connecticut allow a merger of the risk pools 

5 to your knowledge? 

6 THE WITNESS (Bears) I don't 

7 believe so. 

8 MR. RYAN: Okay. Then the 

9 follow-up would be, does Anthem have an index 

10 rate for each risk pool as required by this 

11 section? 

12 THE WITNESS (Bears) Yes. 

13 Yeah, we have distinct filings .i n the two 

14 markets. 

15 MR. RYAN: And have you 

16 submitted the indices to the Department in 

17 this instance? 

18 THE WITNESS (Bears): This 

19 pertains to the individual rate application, 

2 0 so we've submitted that. But small group is 

21 addressed separately in a separate filing. 

2 2 MR. RYAN: Yeah. I'm asking 

23 about, actually about the index rate for the 

24 individual risk pool. Have you submitted 

25 that to the Insurance Department with this 
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1 application? 

2 THE WITNESS (Bears): Yes. 

3 Yes, that lS part of the application. 

4 MR. RYAN: And where lS that 

5 in the application? 

6 MS. COOK: Just for the 

7 record, the application is Exhibit 3. 

8 MR. RYAN: Exhibit 3? Okay. 

9 And lS that indices based on 

10 actual individual risk pool experience? 

11 MR. DURHAM: Mr. Hearing 

12 Officer, if we might, 1 ' m not sure which one 

13 of these questions Mr. Bears lS supposed to 

14 respond to. 

1 5 MR. RYAN: I'm sorry. I 

1 6 thought you were pointing me to I'm sorry. 

17 I apologize. 

18 MS. COOK: I was just 

19 clarifying the exhibit that you referenced. 

20 MR. RYAN: I apologize. 

2 1 MR. DURHAM: Mr. Bears is 

22 looking at Exhibit 3, as Attorney Cook 

23 indicated, which has the original 

24 application. 

2 5 THE WITNESS (Bears) Yeah. 
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lOur actuarial memorandum states the 

2 exp erience period inde x rate is shown on 

3 worksheet 1 of th e URRT. 

4 MR. RYAN: Is th at 

5 exp eri ence 1S th e e xperi en ce 1n that 

6 reference actual e x p e r i e n c e for this 

7 individual risk pool which is the subject of 

8 this r at e increas e? 

9 THE WI T NE S S (B ea rs) Not the 

10 20 14 or 20 15 individual risk po ol. It's 20 13 

11 dat a in the URRT , y eah. 

12 MR. RYAN : Ok a y. I s it you r 

1 3 position that this r e g u l a t i o n all ows the 

14 substitution of g roup th e us e of the 

15 group, small-group indi ces in substitution 

16 for the individual index in e s ta b l i s h i n g the 

17 prem1um rate as d efined under D1? 

18 THE WI T NE S S (Bea rs) I hate 

1 9 to do this. C a n you repeat th e question? 

20 I'm s orr y. 

21 MR. RYAN : Ye a h . I s i t y ou r 

22 pos it ion that this r e g u l a t io n p e rmits Anth em 

2 3 to substitute the ind e x that it has to 

24 est ablish for small -group e xpe rience fo r the 

2 5 individual index in d etermining the premium 
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1 rate as d efined und e r Dl ? 

2 THE WI T NE S S (B ea rs): So th e 

3 specifi c ex h i b i t , we have t o sho w 2 013 

4 individual n on-g randfathe r ed ex p e r i e nc e 1n 

5 the URRT. That's that exp eri en ce pe riod n e xt 

6 ra te 

7 MR. RYAN: Can you read for us 

8 the last 

9 MR. DURHAM: Excuse me . Not 

1 0 sur e that he wa s finish ed wi t h his ans we r. 

11 THE HEARI NG OFF ICE R : Let him 

1 2 finish th e qu est i on, if y ou p le as e. 

1 3 MR . RYAN: I ap ol ogize . 

1 4 THE WITNESS (B ea rs) : And then 

1 5 th e pr oje ction inde x rate 1S de rived on 

1 6 small-g r oup e x p er i e n c e . And we believe that 

17 it 1S a suitable data set used f or this 

1 8 purp os e, a n d bett e r th an ind iv idua l data, 

1 9 y e a h . 

2 0 MR. RYAN : Okay. Can you just 

21 r ead f o r us the last full sentenc e in s e cti on 

22 Dl, pl eas e, f o r th e r e c o rd? 

2 3 MR. DURHAM : Just the final 

2 4 senten ce o u t o f c o n t ex t ? 

2 5 MR . RYAN: He could read the 
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1 whole section, if you'd like. 

2 THE WITNESS (Bears) "The 

3 premium rate for all of the health insurance 

4 issuers' plans in the relevant state market 

5 must use the applicable marketwide adjusted 

6 index rat e . " 

7 And that marketwide I know 

8 I'm not reading at this point but the 

9 marketwide adjusted rate is separately and 

10 specifically defined. And that marketwide 

11 piece of it refers to 

12 MR. RYAN: Are you reading. 

13 Is that a quote? Are you reading that? 

14 THE HEARING OFFICER: Okay. 

15 First of all, you need to work through me as 

16 the Hearing Officer, if you have questions 

17 that are pertaining to answerlng the 

18 question. 

19 I believe the Intervenor 

20 identified reading a statement that they 

2 1 asked. Just please answer that question. 

22 THE WITNESS (Bears): Okay. 

2 3 Yeah, apo logies. Yeah. 

24 "The premium rate for all the 

25 health insurance issuers I plans in the 
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1 relevant state market must use the applicable 

2 marketwide adjusted index rate subject only 

3 to the plan level adjustments permitted in 

4 paragraph D2 of this section. 

5 MR. RYAN: So this this 

6 will be my last question on this, I promise. 

7 So do you believe that the 

8 applicable marketwide adjustment index rate 

9 in this case for if the individual market 1S 

10 the small group market? 

11 THE WITNESS (Bears): The 

12 applicable marketwide adjusted index rate 1S 

13 an index rate that we developed for the 

14 individual market predicated on small-group 

15 data. 

1 6 MR. RYAN: So can you answer 

17 that question? Can you just say, yes or no? 

18 I mean, I think that I s pretty -­

19 Is the applicable marketwide 

20 adjusted index rate for this filing small 

21 group for this individual? 

2 2 THE WITNESS (Bears): No. 

2 3 MR. RYAN: Okay. It is not? 

24 THE WITNESS (Bears): No, the 

25 marketwide adjusted index rate applies to 
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1 the it's a, sort of a center point from 

2 which you derive rates in the individual 

3 market. 

4 We use small-group experience 

5 to set it, but it itself is an individual 

6 market, market-adjusted index rate from 

7 which, upon application of rating factors, 

8 you derive all of the rates available in the 

9 individual market. 

10 MR. RYAN: Did Anthem use 

11 that, the applicable marketwide adjusted 

12 index rate to derive the premium rate for 

13 this application? 

14 THE WITNESS (Bears) Yes. 

15 MR. RYAN: Okay. 

16 I just have a few other 

17 questions, if that's okay? 

18 I know that you have or we 

19 note that you have indicated that the 

20 hepatitis C, the new hepatitis C drugs are a 

21 fairly substantial driver to the trend 

22 projections. 

2 3 Have you, has Anthem 

24 determined how many members might be 

25 qualifying for that drug under its current 
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1 individual populati ons? And has it shar ed 

2 that informati on with the De p a r t me n t ? 

3 THE WITNESS (B ears): We know 

4 how many memb ers hav e incurred the ex p e n s e s 

5 that we menti oned here t oday. We know the 

6 amounts associated with that. 

7 MR. RYAN: Hav e you shared 

8 that with the Departm ent? 

9 T HE WITNESS (B ears): Verbally 

1 0 her e . b u t we can pro v ide d eta .i L, a b sol ute 1 y . 

11 MR. RYAN: C a n we request that 

12 the De p a r t me n t ask f o r that i n f or ma t io n ? 

1 3 T HE HEA RING OF FICER: Duly 

14 not ed. 

15 MR. R YAN: Thank you. 

1 6 Is th e I beli eve it's is 

1 7 it Sen obi? Senobay? The drug. 

18 THE WI T NE S S (B ea rs) S ovaldi. 

1 9 MR. RYAN: Sovaldi, I 

2 0 apolog i ze. Is that d rug subj e ct t o th e 

21 reinsu ran ce pr ote cti ons under th e Affordabl e

2 2 Ca re Act o r offset? 

2 3 T HE WI T NE S S (B ea rs): Like any 

24 c o s t it is , but the typical c o s t of tr eatment 

25 follows b elow the threshold t o s ome extent. 
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1 That's not completely true. As well, when we 

2 set our anticipated reinsurance recoveries 

3 it's based on the total projected claims that 

4 we see corning. 

5 So the extent that Sovaldi 

6 increases our costs, that increases our 

7 trend. That increases our cost projection. 

8 That increases the claims against which we 

9 expect to receive reinsurance recoveries. 

1 0 So it does both expand the 

11 claims distribution that 1S then passed 

12 through the reinsurance parameter. So it 

13 does get in. There is additional recovery 

14 expected on account of a higher drug tend on 

15 account of Sovaldi, so it does get into the 

16 rate as a credit. 

17 MR. RYAN: And have you 

18 delineated that effect in this application? 

19 THE WITNES S (Bears): No. No, 

20 it's not specifically delineated, except for 

21 the piece on how the reinsurance recoveries 

22 were estimated. Sovaldi-specific 

23 consideration relative to that, no. 

24 MR. RYAN: Since this 1S such 

25 a significant component of the evidence 
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1 request, we would ask that the I n s u r a n c e 

2 Department expl ore that issu e? 

3 THE HEARING OFF I CER: Duly 

4 noted. 

5 MR. RYAN: In y our memorandum 

6 you mentioned that there are s ome benefit 

7 changes that affect the cost and the base 

8 rate. One o f them is a dental benefit f or 

9 min ors. I s that c orrect? 

1 0 THE WI T NE S S (Bears): That is 

1 1 correct. Pediatric dental c overage, yeah. 

1 2 MR . RYAN : Did that benefit 

13 exist in 20 14? 

14 THE WITNESS (Bears) Yes, it 

15 did. 

16 MR. RYAN: Can y ou explain why 

17 that should have a change? Does it have an 

18 upward or downward e f fe c t on this, this 

19 premium? And then h ow is that delineated and 

2 0 acc ounted f or. 

2 1 T HE WI T NE S S (Bears): It has a 

2 2 d ownwa rd impact on the filing. I f y ou l o ok 

23 at the specific line item f or pediatric 

24 dental, it's slightly less this year. Ther e 

25 were s ome benefit changes made . 

127 

UN ITED REPORTERS, INC. 
www.unitedr eporters. com 

Nationwid e 866-534-33 83 Toll Fre e 



1 And I don't know, Jim, if you 

2 recall the particulars. 

3 We have that in detail, but 

4 there were some small changes made to 

5 benefits as well. The so the addition to 

6 the rate for that is reduced relative to last 

7 ye a r . 

8 MR. RYAN: Thank you. 

9 Just one moment please. Thank 

10 you. 

11 Do you have and could you 

12 share with the Department the numbers of 

13 individuals that migrated from the fully 

14 underwritten individual policies pre-2014 to 

15 the current individual policies that you 

16 offer? 

17 THE WITNESS (Augur): I'm 

18 sorry. Can you repeat the question? 

19 MR. RYAN: Do you have the 

20 numbers, and can you identify how many 

21 Anthem members that were covered under the 

22 terminated individual plans migrated or 

23 enrolled in the 2014 plans? 

24 THE WITNESS (Augur): I don't 

25 have that number. I'm not sure of that 
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1 number. 

2 MR. RYAN: Is that a number 

3 you could get? 

4 THE WITNESS (Augur) We could 

5 try our best. 

6 MR. RYAN: So you don't have 

7 any idea how many former members joined? 

8 THE WITNESS (Augur): Wel,l, 

9 there was so much change that occurred in 

10 January of 2014 between members that were 

1 1 corning off of plans into new plans, q o a n q on 

1 2 the exchange, corning into Anthem for the 

13 first time, I'm just not sure of the exact 

14 number. 

15 MR. RYAN: We've heard 

16 testimony that those members were fully 

17 underwritten and considered to be a lower 

18 risk. And we would ask that 

19 Well, I should ask you, 1S 

2 0 there a way to get that number? Do you have 

2 1 the data to indicate how many members 

22 actually, out of your various populations, 

23 moved from the terminated plans to the 

24 post-20l4 plans? 

2 5 THE WITNESS (Augur) We can 
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1 do the best we could. 

2 MR. RYAN: We would ask that 

3 the Department consider asking for that 

4 information. 

5 THE HEARING OFFICER: It's 

6 noted. 

7 MR. RYAN: In the memorandum 

8 there's an indication that there 1S a 

9 volatility adjustment as part of the profit 

10 component. Is that correct? 

11 THE WITNESS (Bears) I don't 

12 believe it's declared as part of the profit, 

13 no. But it is referenced in the memorandum, 

14 though, sure. 

15 MR. RYAN: Have you I r m 

16 sorry. That was actually part of the trend. 

17 I apologize. 

18 Have you identified how much 

19 you're allocating to volatility and what the 

20 basis for that assumption is it terms of your 

21 analysis? 

22 THE WITNESS (Bears): I don't 

23 know that it's specifically -- I didn't 

24 divide it in the memorandum. I know the 

25 basis on which it's calculated is based 
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1 simulations of -- probabilistic simulations 

2 of projected future trend paths. An d that 's 

3 th e basis f o r it, but I d on 't think it 's 

4 sp e cifically c a l l e d out 1n the f i l e . 

5 MR . RYAN: We would ask the 

6 Department to explore that issue. 

7 THE HEARING OFFICER: Noted. 

8 MR. RYAN: The Hearing Officer 

9 c i te d Bulletin HC81-1 4 as the most c u r r e n t 

1 0 statement of f i l i n g r equirements f o r 

11 app li cants, rat e in cr ease appli cants. 

12 Have y ou submitted -- and I'm 

1 3 a c t ually quoting from that bulletin -- a 

14 dem onstration t h a t the experien c e data 

1 5 submitted 1S c o n s i s t e n t with the most recent 

16 financial statement filed with the Department 

17 pursuant to Section 38a-53a of the 

18 Conn e cti cut Gen e ral S tatut es? 

1 9 THE WITNESS (Bears) I would 

2 0 hav e t o c h ec k . I 'm n ot re calling at th is 

21 p oin t e xactly i f that's in there, but it's a 

22 straightfo rward e xercise. 

2 3 MR . RYAN: Okay . We would ask 

2 4 that the Department explor e that. 

2 5 THE HEARING OFFICER: Noted. 
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1 MR. RYAN: At this point we 

2 have no further questions. 

3 THE HEARING OFFICER: Thank 

4 you, Attorney Ryan. 

5 At this time I would like to 

6 ask some additional questions of the 

7 Applicant. 

8 The first question lS, you 

9 identified in your testimony that hepatitis C 

10 drug has had impact, and you've identified 

11 that you have identified certain members that 

12 currently are incurring expenses related to 

13 the hepatitis C drug. We'd like you to 

14 provide that additional information to us as 

15 part of our overall request that we will be 

16 identifying at the end of the hearing. 

17 THE WITNESS (Bears): It's on 

18 the list. 

19 THE HEARING OFFICER: Okay. 

2 0 The second thing lS, is that 

21 we would like to know the relative impact of 

22 the hepatitis C drug on the reinsurance 

2 3 recovery calculation. And I know it's an 

24 aggregate calculation, so we will be asking 

25 for that as well. 
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1 We would be asking for 

2 membership numbers. If you have the ability 

3 to generate them and produce them of how many 

4 non-grandfathered Anthem Blue Cross Blue 

5 Shield members who were ln force ln 2013 have 

6 migrated to fully ACA -compliant plans ln 

7 2014. 

8 And finally, if you could 

9 identify the factor that you've used for 

10 volatility within the development of the 

11 trend factor. 

12 I have no further questions at 

13 this time. 

14 Intervenor, would you like to 

15 ask any additional questions at this time? 

16 MR. RYAN: I'm sorry, but I 

17 do. Actually I have just two quick 

18 questions. 

19 In the memorandum there's a 

2 0 discussion of Rx design changes. Can you 

21 elaborate on that, absent I mean, we've 

22 already had discussion about hepatitis C, but 

23 in general, formulary changes, I believe, and 

24 how that affects the rate overall upward or 

25 downward? 
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1 THE WITNESS (Bears): Yeah, 

2 there was a slight upward adjustment to the 

3 drug adjustment factor related to additional 

4 drugs being added the Connecticut select 

5 formulary and some some adjustments to 

6 tier assignments of medications and those are 

7 the factors. 

8 MR. RYAN: Have you provided 

9 the details on which drugs are driving that? 

1 0 THE WITNESS (Bears): No. No, 

11 we have not. 

12 MR. RYAN: Can the Department 

13 explore that issue? 

14 THE HEARING OFFICER: I was in 

15 private conference 

16 MR. RYAN: My question to Mr. 

17 Bears was whether he could provide detail 

18 about the formulary, the drivers of increased 

19 cost around the change in formulary. 

2 0 THE HEARING OFFICER: Noted. 

2 1 MR. RYAN: And I believe it 

22 was referenced, and I note that there was a 

2 3 reference to a benefit buy-down impact. Can 

24 you help the public understand and the 

25 Hearing Officer and us understand what that 
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1 means? 

2 THE WI T NE S S (Bears): In which 

3 context ? I apologiz e. Wh e r e ? In my oral 

4 comments earlier? 

5 MR. RYAN: I b elieve it was in 

6 your memo. Ther e was some mention of benefit 

7 buy-down. Is that something you're not 

8 considering to be a factor? Or 

9 THE WITNESS (B ears): It's 

1 0 c ertainly a fact or wh en evaluating trends. 

11 And as f olks in c rease their d eductibles, it 

12 holds down paid c l a im levels, e xc ept that's 

1 3 not refl ective of th e underlying c o s t of 

1 4 s e r v i c e s . 

1 5 Co s t s c o u l d b e going up 

16 10 percent each year, but if folks increase 

17 their deductibles, it mitigates that. But 

1 8 fol ks get a prem lum c r e d i t when they change 

1 9 their dedu ctibl e . 

2 0 So in trend analysis it's 

2 1 imp o rtant to to be ar that in mind. S o the 

22 trend analysis has taken that into account. 

23 MR. RYAN: And hav e you 

24 detailed how that is o ccurring, what th e 

2 5 typ es of buy-downs ar e? What their refer ence 
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1 points are? 

2 THE WI T NE S S (Bears): We do 

3 not have a matri x, if you will, of where 

4 people are, where they 're going, et cetera, 

5 a cross time. 

6 MR. RYAN: Have you done that 

7 in your own analysis internally? 

8 THE WITNESS (Bears) Yeah, 

9 that's part of the trend normalization 

1 0 process that's ref eren ced. 

11 MR. RYAN: Okay. We would ask 

12 that the Department explore that issue as 

1 3 well. 

14 THE HEARING OFFICER: Noted. 

1 5 MR. RYAN: I think that's it. 

16 I'm going to clos e out on my questions. 

1 7 Thank you. 

1 8 TH E HEARING OFFICER: Thank 

1 9 you, Attorney Ryan. 

2 0 We just have two additiona l 

2 1 qu estions. One would be to i d e n ti f y the 

22 impact on the formulary changes that you had 

2 3 and the impact on the prescription drug 

2 4 tr end, projected trend. 

2 5 And as the bulletin identifies 
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1 HC8 1 - 1 4, we do as k for identification o f the 

2 ben ef it b u y-down i mp a c t on your t rend. So 

3 that wou ld be l n re s p o n s e t o the De p a r t me n t ' s 

4 initia l e xam, to b e fully compliant with 

5 HC8 1 -1 4. That's c o n s i s t e n t , in eff ect. 

6 Ok a y . The Department has no 

7 furthe r questions. Does the Intervenor have 

8 any additional qu estions? 

9 MR. RYAN: No. We 'r e all s et. 

1 0 THE HEARING OF F IC ER : Than k 

11 y o u aga in, Atto rn ey Ry a n . 

12 Mr. Ryan, at this time can y ou 

1 3 please introduc e your witnesses, and the 

14 court re p o r t er wil l sw ear them in. 

1 5 MR. RYAN: The Healthcare 

1 6 advocate calls Philip Bieluch and Richard 

1 7 Coza rt. 

1 8 THE COURT REP ORT E R: Co u l d y o u 

1 9 gentleman just state which one of you you 

20 are , h ow to spell you r name s. 

21 P HIL I P BIEL UCH : Ph il ip wit h 

22 o n e L . L a s t name B i e lu c h , B as in 

23 busy- i - e-l- u- c-h. 

24 THE COURT REPORTER: And you, 

2 5 sir? 
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1 RICHARD COZART: Richard 

2 Cozart. It's spelled C-o-z-a-r-t. 

3 THE COURT REPORTER: Thank 

4 you, gentlemen. 

5 Would you raise your right 

6 hands. 

7 PHI LIP B I E L U C H, 

8 RIC H A R D C 0 Z ART, 

9 called as witnesses, being first duly 

10 sworn by Robert G. Dixon, CVR-M857, a 

11 Notary Public duly commissioned and 

12 qualified, were examined and testified 

13 on their oaths as follows: 

14 THE HEARING OFFICER:
 

15 Mr. Ryan, please proceed with
 

16 the Intervener's first witness examination. 

17 MR. RYAN: Thank you. 

18 I would ask that Philip 

19 Bieluch come up to the witness stand. 

2 0 Mr. Bieluch, can you share 

21 with the Department your expense and 

22 background relative to actuarial assessments? 

23 THE WITNESS (Bieluch): Yes, I 

24 am -- well, I am an actuary and fellow of the 

25 Society of Actuaries qualified in 1981 by 
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1 exams. I'm a member of the American Academy 

2 of Actuaries. I'm a fellow of the Conference 

3 of Consulting Actuaries. I have volunteered 

4 many times with the Society of Actuaries, 

5 been on the section council. 

6 I have been responsible for 

7 the actuarial exam I443U ln the past. That 

8 exam covered advanced valuation and financial 

9 reporting, and it was a requirement for 

10 actuaries who wanted to become a fellow on 

11 one of the tracks. 

12 MR. RYAN: Have you ever 

13 participated in a rate hearing as an expert 

14 witness before at the Department of 

15 Insurance? 

1 6 THE WITNESS (Bieluch): Yes. 

17 MR. RYAN: When? When was 

18 that? 

19 THE WITNESS (Bieluch): I 

20 believe it was 2010 ln front of this 

21 Depar tmen t . 

2 2 MR. RYAN: Have you ever been 

23 approved by the Department of Insurance, for 

24 contracting purposes, as an actuary for the 

25 life and health division? 
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1 THE WITNESS (Bieluch): yes. 

2 MR. RYAN: Can you tell us 

3 when that occurred? 

4 THE WITNESS (Bi eluch) 2003 

5 and 2005. 

6 MR . RYAN: Does the Department 

7 have any questions for Mr . Bieluch regarding 

8 his 

9 THE HEARING OFFICER: It is 

10 the h earing pro cess that the Applicant has 

11 the ability to c r o s s the witn ess, and then 

12 the Department wil l have an opportunity to 

13 cross the witn ess after the Applicant does. 

14 Are you done with your line of 

15 questioning of your witness? 

1 6 MR. RYAN: No. I was just 

17 asking to trying to establish that he has 

18 actua r ial expertis e . 

19 THE HEARING OFFICER: Okay. 

2 0 The Department will c r o s s the witness at the 

2 1 appropriate time. 

2 2 Continue . 

2 3 MR. RYAN: Okay. Thank you . 

2 4 MR. DURHAM: Excuse me, 

25 Mr. Lombardi. Just so at this point you 
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1 want to wait for the Applicant's 

2 cross-examination on the qualifications as 

3 we 11 . 

4 THE HEARING OFFICER: The 

5 hearing today will be establishing the 

6 ability for the Intervenor to interview the 

7 witness. You'll have the ability to cross on 

8 the entire the entirety of what you want 

9 to ask. The Department will have the ability 

10 to do that. 

11 And just it was going to 

12 come up later, the ability of the Hearing 

13 Officer to make a decision and render a 

14 decision on the outstanding issue of the 

15 witness can be determined during the hearing 

1 6 or it can be deferred. And so the Department 

17 will weigh that until the end of the hearing 

18 and identify what the position will be. 

19 MR. DURHAM: All right. Thank 

20 you. 

2 1 THE HEARING OFFICER: Proceed, 

22 Attorney Ryan. 

2 3 MR. RYAN: We would like for 

24 the witness to examine two of the exhibits 

25 that have been approved by the Department on 

141 

UNITED REPORTERS, INC. 
www.unitedreporters.com 

Nationwide 866-534-3383 Toll Free 



1 the exhibit list. 

2 Should we present those for 

3 your reVlew prior to submitting those to the 

4 witness? Shall I bring them forward? 

5 THE HEARING OFFICER: Yes, 

6 please. 

7 MR. RYAN: They are Exhibits 

8 Number 20 and 21 on the list. They are NAIC 

9 and CID financial reports for the years 

10 for the first quarters of 2013 and '14. 

11 THE HEARING OFFICER: Thank 

12 you. Just give us a minute to pull that out. 

13 MR. RYAN: Thank you. 

14 THE HEARING OFFICER: We have 

15 a copy here. That's fine. Thank you. 

16 The Applicant has copies of 

17 the exhibits described? 

18 MR. DURHAM: Yes we do, 

19 Mr. Hearing Officer. 

2 0 THE HEARING OFFICER: Okay. 

21 Thank you. 

2 2 MR. RYAN: Mr. Bieluch, can 

23 you tell me what these documents are? 

24 THE WITNESS (Bieluch): They 

25 are the health quarterly statement as of 
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1 March 31, 2013, and 2014, of the condition 

2 and affairs of the Anthem Health Plan 

3 Plans, Inc. And it's got an NAIC code and 

4 it's has an address In Wallingford, 

5 Connecticut. And it's signed by the 

6 president and assistant secretary of the 

7 organization, and they are a notarized 

8 envelope. 

9 MR. RYAN: Can you turn to 

10 page 7 of both of those documents, please? 

11 MR. DURHAM: Mr. Hearing 

12 Officer, before we proceed, I would like to 

13 voice an objection to the extent that it has 

14 not been stated. 

15 It has not been stated the 

16 purpose of this inquiry, although there are 

17 financial statements that are referenced in 

18 the application, Exhibit 3, those documents 

19 that are referenced In the application are 

20 not Exhibits 20 and 21, which are 

2 1 quarterlies. The application lS based on the 

22 annual filing that would pertain to all of 

23 2013. 

24 So I'm not sure what the 

25 purpose for this is or whether it's gOlng to 
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1 be probative of any of the issues that the 

2 Hearing Officer has to decide. 

3 MR. RYAN: I'd be happy to 

4 elaborate. 

5 THE HEARING OFFICER: Please. 

6 MR. RYAN: We had asked the 

7 question before of Mr. Bears whether the risk 

8 profile of the terminated that the 

9 individuals 1n the terminated fully 

10 underwritten plans was would have caused a 

11 higher or lower premium and risk. 

12 And I believe he answered that 

13 the risk profile of the fully underwritten 

14 plans was lower, and hence would have a lower 

15 prem1um exposure. I believe that's in the 

16 record. 

1 7 These filings demonstrate 

18 actual expense regarding individual the 

19 terminated individual policies which he had 

2 0 stated were at lower risk and cost. And the 

21 2014 policies which are the subject of this 

22 application, which based on the use of the 

23 small-group data, suggested a higher risk. 

24 And the reason we're exam1n1ng this 1S to see 

25 whether the numbers, the actual numbers 
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1 reflect that. 

2 T HE HE ARIN G OF FIC ER: I will 

3 ove r rule the objection and all ow y ou to 

4 continu e to question your witness and 

5 identify. But pleas e k e e p to th e scope of 

6 the impact on the rate filing as you go 

7 through the quarterly statements. 

8 MR. RYAN: Thank you. 

9 Mr. Bieluch, as you read 

1 0 th r ough pag e 7 o n each o f th es e d ocuments, a s 

11 an a ctua ry, d o th e n u mb er s indicat ed fo r th e 

12 individual e xp e ri enc e r e f l e c t a higher r i s k 

13 calculation fo r the f u l l y unde rw ritt en 

14 t erminated plans, than fo r the cu r rent 

15 individual polici es ln the first quarters of 

16 each of the subject y ears? 

1 7 THE WITNESS (Bi elu ch): Well 

1 8 first, t o prefa ce this, bas ed upon my 

19 t rainin g, I would exp ect that the c o l u mn tw o 

2 0 o f this r e p r e se n t a t i ve pag e c omp rises o f 

2 1 p oli cies within th e that a r e sub ject t o 

22 this r a te hea ring. 

2 3 And wh en I l o o k at s ome o f th e 

2 4 numb e rs he re, I l o ok pe rtaining t o 

2 5 en rollment. The Anthem r ollment 
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1 enrollment and coverage period have actually 

2 increased for the individual policies in 

3 ln Connecticut . They have gone from 1 4 6 , 5 3 0 

4 at last year, to 15 1,363. So after reviewing 

5 that, I would have expected that, on average, 

6 claims would at least be ln the same 

7 proportion, if no t increased. 

8 And when I looked at this 

9 exhibit, I saw that the Anthem physicians I 

10 visits, whereas last year, in 2013, for the 

11 first quarter, there were 73,282 . This year 

12 there were 66,390. For non-physicians' 

13 visits they were 54 ,249 last year. They were 

14 down to 23,114 this year. So that has a 

15 total occurrence of visits of 127,531 in the 

16 first quarter of 2013 , to 89,433 in the 

17 second part. 

18 Then I saw hospital patient 

19 days incurred . These are, you know, my 

20 operating assumption here was that these 

21 require preapproval of Anthem, or at least 

22 immediately quickly known by Anthem as far as 

2 3 occurrence. I saw here that the number of 

24 patient days went down from 2,249, to 1,191. 

25 Not only would I have expected an increase, 
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1 but if there was pent-up demand, the moment 

2 people would hav e gott en thei r insurance they 

3 would h a v e go ne to the h os p i t a l . 

4 The number of inpatient 

5 admis sions actually is under half . It is 

6 down fr om 470, to 2 0 0 . T hat is based upon 

7 t he filing wi th the Co n n e c t i c u t Insurance 

8 Department . 

9 Ther e are a coupl e of othe r 

1 0 ther e are a couple of other numb e rs here. 

11 Ther e were claims paid numbers that are down 

12 from 36,4 7 2 4 72 , 9 92 to 1 9 ,42 6 542 The 

1 3 only number that se ems so rt of In line lS 

14 incurred claims . 

1 5 And I have no sum there are 

16 many ways to set an incurred c l a i m number. 

17 Sometim es t hey 're done ini tially on a per cent 

18 of p remium. I have no understanding on h ow 

19 Anth em did that, but that actually d oes sh ow 

2 0 an inc r eas e. And t o me, that it is 

21 contradicted by thes e h o spital admissions , 

22 hospita l days sh own I n the statistic. 

2 3 S o th e b ottom lin e was I saw 

2 4 the population has increased and the 

2 5 utilization is way d own , according to 
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1 Anthem's numbers. 

2 MR. RYAN: Does that suggest a 

3 highe r risk population? 

4 THE WI T NE S S (Bieluch): It 

5 not not on these numbers alone and not to 

6 me . 

7 MR. RYAN: No further 

8 questions. 

9 THE HEARING OFFI CER: Okay. 

10 At this time the Applicant will be allowed to 

11 ask questions of the intervenor witness. 

12 MR . DURHAM: Mr. Bieluch, I 

1 3 want to start with a few questions about your 

14 testimony about qualifications. In one of 

15 the items that you mentioned was the fact 

16 that you had been approved by the Connecticut 

17 Department of Insurance to do some contract 

1 8 work 10,12 years ag o. Is tha t right? 2003 

19 and 2005? 

2 0 T HE WI T NE S S (Bieluch): Yes. 

2 1 MR. DURHAM: Okay. And I 

22 think Mr. Ryan o r you, in your answer 

2 3 indicated that that contracting work was on 

2 4 behalf of the life and health division. Do 

25 you recall either you saying that, or 
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1 Mr . Ryan indicating t hat? 

2 MR . RYAN : I can answer t hat 

3 because I'm th e person who said it . 

4 MR . DURHAM : Excuse me , 

5 Mr. Hearing officer . 

6 I 'm not as k ing Mr . Ry a n any 

7 questions . I' m asking Mr . Bieluc h q ue s t i o n s . 

8 MR . RYAN: About what I s aid ? 

9 THE HEARING OFFICER : I would 

10 allow Attorney Ryan to answer the question 

11 because Attorney Ryan identified Mr . Bieluch 

1 2 as having contracted with the life and health 

13 division. 

14 So I woul d allow, firs t , 

15 Attorney Ryan to make a statement, and then I 

16 would ask Mr. Bielu ch to respond to t he 

1 7 question . 

18 MR . RYAN: Actually, I th ink 

19 the way i t went and don't want to go back 

20 to the record, but I think I asked 

21 Mr. Bie luch whether if he had ever been 

22 approved for contracting with th e life and 

2 3 health division . I didn't ask him whether or 

24 not he ever h a d a contract with the l i fe and 

25 h e a l th d ivision , j ust to clarify. 
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1 T HE HEARING OFFI CER: Okay . 

2 Mr . Bieluch , you now have the ability to 

3 answer t he question . Mr . Durham, would you 

4 please repeat the question? 

5 MR . DURHAM : Sure . And I can 

6 try to clar ify. My understandi ng from t he 

7 earlier testimony was that you had, in th e 

8 tim e frame of 200 3 and 2005 , contracted with 

9 th e life and heal th division of t h e 

1 0 Depa rtment of Insu rance. I s tha t correct or 

11 n o t? 

12 T HE WIT NE S S (Bieluch) : T h e 

1 3 the letter, and I believ e it's in t h e reco rd, 

14 was I was qualif i ed to contract with the 

1 5 financial regulati on division of the 

16 Connecticut Insu rance Department in 

1 7 connection with statutory financial 

1 8 financial c o n d i t io n e xaminations o f insu r ance 

1 9 c ompanies li cens ed in C o n n e ct i c ut and th e 

2 0 acquisition and c on t r ol of d omes tic insu rance 

21 compan les. 

2 2 MR. DURHA M: Wh at you've just 

2 3 r e a d was the Re p o r tion of Exhibit 3 8. I s 

24 th a t right? 

25 THE WI TN E S S (Bieluch ) I 
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1 don't know the exhibit number, but it's of an 

2 April 5, letter to the 

3 THE HEARING OFFICER: That is 

4 Exhibi t Number 38, for the record. 

5 THE WITNESS (Bieluch) Thank 

6 you. 

7 MR. DURHAM: All right. And 

8 Mr. Bieluch, I'm just trying to make the 

9 point so the record is clear that the 

10 contracting, the interaction that you had 

11 with the Department of Insurance was with the 

12 financial regulation division. It was not 

13 with the life and health division of the 

14 Department. Is that correct? 

15 THE WITNESS (Bieluch) Yes. 

1 6 MR. DURHAM: Okay. And 

17 according to Exhibit 38, at the end, that 

18 that letter was valid until June 30, 2007, 

19 you'll see. 

2 0 THE WITNESS (Bieluch) That's 

21 correct. 

2 2 MR. DURHAM: And am I correct 

23 that there was no further interaction between 

24 you and the financial regulation division 

25 after 2007? 
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1 THE WITNESS (Bieluch): Not 

2 pertaining to request for consulting 

3 services. 

4 MR. DURHAM: Right. And even 

5 back then, in the time frame of 2003 to 2 0 0 7 , 

6 what you were discussing with the financial 

7 regulation division was doing some work in 

8 connection with statutory financial condition 

9 examinations and acquisition of control of 

10 domestic insurance companies. Is that 

11 correct? 

12 THE WITNESS (Bieluch) That's 

13 correct. 

14 MR. DURHAM : All right. You 

15 weren't talking to the Department or any of 

16 its divisions about being involved in rate 

17 making. Correct? 

1 8 THE WITNESS (Bieluch) That 

19 1S correct. 

2 a MR. DURHAM: And in fact, 

21 right until today, you have not been involved 

2 2 or done any work for the Connecticut 

23 Department of Insurance 1n c o n n e c t i o n with 

24 rate making for individual insurance business 

25 here in Connecticut. Correct? 
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1 T HE WITNESS (Bieluch) That's 

2 correct. 

3 MR. DURHAM: When were you 

4 first hired by Mr. Ryan for this, to come to 

5 this hearing? 

6 THE WITNESS (Bieluch): And 

7 just for the record, we 're pertaining to the 

8 issue of hiring. I am not being compensated 

9 by Mr. Ryan. I am doing this work pro bono. 

10 And he called me, I think, about two weeks 

11 ago. 

12 MR. DURHAM: And well, my 

13 question didn't have to do with compensation. 

14 It had to do with when you were involved and 

15 your testimony is that you started to be 

16 involved in this for the first time within 

17 two weeks? 

18 THE WITNESS (Bieluch) Around 

19 two weeks ago, yes. 

2 0 MR. DURHAM: And what was the 

21 purpose for which you were contacted in what 

2 2 you were being asked to do? 

2 3 THE WITNESS (Bieluch) Help 

24 him prepare for this hearing. 

25 MR. DURHAM: Were you told 
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1 that the goal was to testify, that would 

2 support a claim that Anthem's application was 

3 excessive? 

4 MR. RYAN: Objection. You 

5 know, the question 1S making heavy 

6 assumptions on facts that are not 1n the 

7 record. 

8 THE HEARING OFFICER: Would 

9 you like to respond? 

10 MR. DURHAM: Mr. Lombardo, 

11 this is cross-examination, and I think, .i n 

12 fairness, the Department has the right to 

13 know what this this fellow was retained to 

14 do and what the purpose was for his review 

15 and testimony here today. 

16 THE HEARING OFFICER: Thank 

17 you. 

18 MR. RYAN: If I might add? 

1 9 THE HEARING OFFICER: Yes. 

2 0 MR. RYAN: I think the 

21 Applicant is suggesting some nefarious 

22 purpose on the part of the Healthcare 

23 Advocate to direct this witness 1n a certain 

24 way. I object to that. 

2 5 THE HEARING OFFICER: I am 
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1 going to sustain th e objection , but I will 

2 ask Mr . Bieluch t o b e more sp e cifi c as to wh y 

3 h e was c o n t a c te d or hired by th e Inte rv eno r 

4 and parti cipate In the hearing other than 

5 to pa rticipate in th e hearing . 

6 THE WITNESS (Bielu ch) He 

7 asked me to revie w the r a te lncrease. On 

8 paper I r eviewed it. I then I noti ced th e 

9 refer en ce t o statuto r y filings. I kn ew thos e 

10 were available . I thought I'd se e what those 

11 stat e d. 

1 2 And I saw this, and i t' s 

13 dated, and it c o n t r a d ic t e d what I saw in th e 

14 rate f i l i n g pertainin g to pent -up demand. 

15 And I pointed out to him and h e asked, "Well , 

16 would y o u testify on that? " 

17 MR . DURHAM : And h ow mu ch time 

18 did y ou sp end in y o u r r e v i e w ? 

19 THE WITNESS (Bielu ch) 

2 0 Pro ba bly g ot a b out e i g h t h ou rs 

21 in t otal . 

22 MR . DURHAM: Okay . Now would 

2 3 yo u a g ree and y ou r cv is also an e xhib it 

2 4 in th e re cord . Would you ag r ee that health 

25 is on e of the traditional areas o f a ctuarial 
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1 p r a c t i c e a s defi ned by the Society of 

2 Actuari es? 

3 THE WITNESS (Bieluch ): T he 

4 Society of Actuaries covers l ife h e a l th a nd 

5 p en s i on s . 

6 MR . DURHA M: And h e a l th 1 S o ne 

7 o f	 t he tra dit io na l areas . 

8 THE WITNESS ( B i e l u c h) Yes . 

9 Yes. 

10 MR. DURHAM: Okay . And h e a l t h 

1 1 also one of the spe cialty tracks in the 

1 2 Soci ety of Actua ries. 

13 THE WITNESS (Bi eluch ) Yes. 

14 Yes. 

15 MR. DURHAM : Healt h is n o t 

1 6 of 1 S n o t a specialty track of yo urs . I s 

17 t hat correct? 

18 TH E WI TN ESS (Bi elu ch ) : I'm a 

1 9 member o f t h e section . It's not something 

2 0 t hat , you know , I go to h e a l th ca re I do 

21 continu e, again, in health car e. I t ' s not 

2 2 s ome thing I fo cus o n daily. 

2 3 MR . DURHAM : Okay. And you'v e 

24 n e v e r take n a ny of the exams by the America n 

25 Acad emy of Actuari es or t he Society of 
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1 Ac tu aries in e heal th area. Is t h at correc t? 

2 THE WITNESS (Bieluch) : Back 

3 when I took them , life and health was 

4 combined, I believe. 

5 MR. DURHAM : Right. I 

6 me an t 

7 T HE WI T NESS ( B i e lu ch) In t h e 

8 eighties. 

9 MR . DURHAM: Coming forward, 

1 0 have you taken any exams under the s p e c i a lt y 

11 track for the health area. 

1 2 THE WITNESS (Bieluch) : I have 

13 no t t a k e n any exam s s ince I go t my fe l lowship 

14 In 1981 . 

15 MR . DURHAM : Okay . An d i t' s 

16 f a i r to say t ha t from you CV t h at t h e vas t 

17 maj o r it y of your experie nce h a s bee n in th e 

18 are a s of hea lth and re insuranc e? 

19 THE WITNESS (Bieluch) Va st 

20 would be more life and -­

2 1 MR . DURHAM : Excuse me . In 

22 life and reinsurance? 

2 3 THE WI TNE S S (Bieluch): Yes . 

24 MR . DURHAM : You men tioned 

2 5 t h at you t e st i f i e d In t h e 2010 hearing. Do 
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1 you recall doing that? 

2 THE WITNESS (Bieluch): Yes. 

3 MR. DURHAM: Okay. And do you 

4 remember being asked by - ­ during that 

5 testimony about when you first became 

6 involved in health issues as an actuary? 

7 THE WITNESS (Bieluch): No, I 

8 don't. Don't recall. 

9 MR. DURHAM: DO you remember 

10 testifying that In that year of 2010 that you 

11 had, just that year, developed a keen 

12 interest in health insurance? 

13 THE WITNESS (Bieluch) Yeah, 

14 actually In yes, I actually do recall 

15 developing a keen interest in 2010. 

16 MR. DURHAM: Because before 

17 that you didn't have any experience In the 

18 health area. Is that right? 

19 THE WITNESS (Bieluch) I had 

20 some expense for my turning out days, but it 

21 wasn't a major focus. 

22 MR. HULIN: It's certainly not 

2 3 referenced on your CV. Correct? 

24 THE WITNESS (Bieluch) That's 

25 correct. 
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1 MR. DURHAM: And it's not 

2 referenced on your Society of Actuary profile 

3 either. Is it? 

4 THE WITNESS (Bieluch): 

5 It's I ' m you know, at 

6 this point I don't recall if it's on the 

7 Society of Actuaries profile, but that 

8 certainly stands on it's 

9 MR. DURHAM: Well, do you know 

10 whether your society of actuary profile makes 

11 note of any qualifications, achievements, 

12 designations or experience that's specific to 

13 the health area? 

14 THE WITNESS (Bieluch): No, I 

15 don't know that it talks about qualifications 

16 within. It just has a general statement of 

17 satisfying continuing education requirements. 

18 MR. DURHAM: Right. And it 

19 identifies your primary area of interest as 

20 life insurance. 

2 1 MR. RYAN: Objection. 

22 Objection. 

2 3 I have to say these questions 

24 are belying the fact that Mr. Bieluch has 

25 just testified on two documents that are In 
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1 the record that the Actuary Hearing Officer 

2 can evaluate. 

3 And he's merely pointed out 

4 numbers on those documents which suggest a 

5 certain risk profile of two different risk 

6 pools . And here we are , we're fighting over 

7 whether he had the right to say that the 

8 Hearing Officer can evaluate those two 

9 things. That's all he's going to say today. 

10 So do we really want to fight 

11 over whether this person, who is actually an 

12 actuary, has done work at public hearings 

13 before, has had experience being approved by 

14 the Insurance Department, can't identify 

15 numbers that the Department can easily 

16 evaluate itself? 

17 MR. DURHAM : Well, I respond, 

18 I claim the question, Mr. Hearing Officer, if 

19 Mr. Ryan is indicating that Mr. Bieluch is 

20 simply testifying as a Anthem member and not 

21 as an actuary who's an expert in health 

22 insurance, then we can move on. 

2 3 MR . RYAN: I'm not retracting 

24 that, but I am saying, to the extent that you 

25 are trying to diminish his qualifications, it 
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1 does it belies the actual testimony he's 

2 given and the ability of the Hearing Officer 

3 to evaluate that, those numbers that are a n 

4 the record. 

5 THE HEARING OFFICER: I've 

6 heard enough discussion. I'm going to 

7 overrule the objection. 

8 But Mr. Durham, I would like 

9 you to wrap up your line of questioning with 

10 regard to this. 

11 MR. DURHAM: Mr. Bieluch, let 

12 me just finish then. On your Linkedln 

13 website profile, or biography indicates 

14 that you rebranded, that I s your term, 

15 "rebranded" your business in the last ln 

16 the short history. Is that right? 

17 THE WITNESS (Bieluch) Yes. 

18 MR. DURHAM: As an actuary, 

19 did you change areas of the focus of your 

2 0 practice from the longtime life as a life 

21 actuary to a health actuary? 

2 2 THE WITNESS (Bieluch) No. 

2 3 What I what I discovered is that many 

24 insurance companies and many users of 

25 insurance company data don't know what's 
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1 available 1n things like the annual statement 

2 filings. 

3 So the purpose of my practice 

4 1S I'm trying to draw more attention to 

5 information 1n the public domain that will 

6 help both insurance companies and use the 

7 insurance companies, such as this page 7 type 

8 numbers, that these are in the public domain 

9 and should be used. And they have yet to be 

10 mentioned 1n the hearing. 

11 Now this is the sort of 

12 practice I want to build where there is a lot 

13 of information 1n the public domain that 

14 should be used by that should be used 

15 to for evaluation. 

16 MR. DURHAM: Okay. So I just 

17 want to make sure that the record 1S clear. 

18 So you have not complied with any of the 

19 criteria for being qualified as a witness in 

20 the health area, for example, studying under 

2 1 a health actuary for three or more years. Is 

22 that fair to say? 

2 3 THE WITNESS (Bieluch): I 

24 certainly worked with health actuaries when I 

25 was as at Tillinghast. And I evaluated 
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1 health plans a t t h e e x e cu tiv e l ev el wh en I 

2 was at Tillinghast wo rking fo r TP S C . 

3 And I also I t h i n k I h a v e 

4 a a t here 's an old t rans c ript, I think , 

5 in the eighties pertaining to exec u t i v e 

6 benefits. And I forget exa ctly, it may 

7 discuss a little of my healt h insura nce 

8 activities . This would b e ava ilable on the 

9 record on the Society of Actua ri es. 

1 0 MR. DURHAM: Ok a y . And the 

11 e xp erien c e that you j u s t des c r i b ed with 

12 Tillinghast was ba ck in the 1 970 ' s . Is that 

13 right? 

14 THE WITNESS (B i elu ch): No. 

15 As I recall, I worked for Till in ghast 1986 t o 

16 1992. 

17 MR . DURHAM: Okay. All r ig h t . 

18 So le t me just also you c a n co n f i r m that 

1 9 the docum ents that you lo ok ed at Exhibit 2 0 

2 0 and 21 ar e quart erly statements . I s that 

21 right? 

22 THE WI T NE S S (B i elu ch) Th at 

2 3 1S corre ct . 

24 MR . DURHAM: Okay . Did y ou 

2 5 look at any annual statements? 

1 6 3 
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1 THE WITNESS (Bieluch): No, 

2 because I don't have the annual statement for 

3 2014. That the purpose of looking at 2013 

4 MR. DURHAM: My question 

5 simply was, did you look at any annual 

6 statements? 

7 THE WITNESS (Bieluch) : No. 

8 MR. DURHAM: Thank you. 

9 That's all I have, 

10 Mr. Lombardo. 

11 THE HEARING OFFICER: Okay. 

12 Thank you. 

13 At this time the Department 

14 would like to ask the witness a couple of 

15 questions. 

16 THE WITNESS (Bieluch) Sure. 

17 THE HEARING OFFICER: First, 

18 it may sound repetitious, but I just want to 

19 confirm that Exhibit Number 38, that was 

20 entered in was a qualified provider to the 

21 financial regulation division for purposes of 

22 providing actuarial reserve and reinsurance 

23 consulting on life and health companies for 

24 financial exams, and not related to the life 

25 and health division and the review of premium 
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1 rates? 

2 T HE WI T NE S S (B ieluch): Ye a h . 

3 I I think it's more the bro adly actuari al 

4 serv ices, but yes, your point i s n ot 

5 pert aining to prem ium rates. This 1S 

6 corr ect. 

7 THE HEARING OFF ICER: Thank 

8 you for that clarification. I a p p r e c i a t e it. 

9 On your CV that was submitt ed, 

10 on page 2 of the CV , it ident i fi es between 

11 October of 2002 to April of 20 12, numerous 

1 2 c onsu lting opp ort unities that you have 

1 3 performed, and one of them was consulted on 

14 health insurance r a t e filings. 

1 5 Can you elaborat e on that 

16 experience and th e nature of that work that 

17 you did on health insurance rat e filings? 

1 8 THE WI T NE S S (Bi eluch): We l l , 

1 9 certainly the publ i c record in 2 0 1 0 certainly 

20 maint ains that I co nsulted with the Att orney 

2 1 General's office on the rate f iling that was 

22 in f ront of the Co n ne c t i c u t Insu ranc e 

2 3 Depa rtment. Othe r than that, I don't b eliev e 

24 I'm at liberty to talk about any discussions 

2 5 on rate filings und er the code of 
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1 professional conduct. 

2 THE HEARING OFFICER: Okay . 

3 I'm not asking fo r specifics . I 'm not asking 

4 fo r clients. I not asking fo r compensation. 

5 I'm just asking for the general nature of 

6 evaluation consulting on health insurance 

7 rat e filings. I'm not asking for proprietary 

8 information . 

9 I just want to know, other 

1 0 than being an exp ert witness in 20 10 for th e 

11 office of the healthcare advocate at that 

12 ti me and th e att o rney general, what other 

1 3 health insurance r a t e filing e x p e r i e n c e you 

1 4 hav e? 

1 5 THE WITNESS (Bi eluch): I hav e 

16 clients come to me asking me to review the 

17 rate filings as submitted to th e departments . 

1 8 THE HEARING OFFICER: To this 

1 9 Depa rtment? 

2 0 TH E WI T NE S S (B i e luch) I 

2 1 don't think any t o this Department. 

22 TH E HEARIN G OF FIC E R : Okay. 

2 3 Do you have an id ea of which states' filings 

24 you consu lted on? 

25 THE WITNESS (Bi eluch) No, 
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1 but my cli e n t s	 were n ot representin g stat es. 

2 THE HEA R ING OF F IC ER : I 

3 understand that. I think you identified that 

4 y ou c onsu lted fo r c ompanies that were making 

5 filings t o certain states . Wh a t I ' m asking 

6 lS, is if you recall the states that th ose 

7 filings were for? 

8 THE WITNESS (Bieluch): No, 

9 and I don 't my work was primari ly d on e for 

1 0 law fir ms in helpin g th em evaluate filin gs. 

11 THE HE ARIN G OF F ICER : Ok a y . 

12 Thank y ou. 

13 At this point I want to take 

14 administrative n oti ce of Mr. Bielu ch's resume 

1 5 on Linked In. We ac cessed y our LinkedIn 

16 thr ough the Society of Actuary directory, 

17 which was available t o the publi c. 

18 THE WITNESS (Bielu ch) Y eah. 

1 9 THE HEA RIN G OF F IC ER : Anyb ody 

20 c a n ac c ess that . 

2 1 And I j u s t wan t t o i d e n tif y 

22 fo r the reco rd that mo s t i f n o t a ll o f wh a t' s 

23 o n you r CV is in cluded on your LinkedIn page, 

24 and	 this l S t o the p r esent as wel l . 

2 5 The one thing that lS not on 
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1 the LinkedIn page 1 S the line 1n your CV that 

2 says consulted on h e a l t h insurance rate 

3 filings . Everything else pretty much 

4 matches. So I just wanted to enter the 

5 L i n k e d I n p r o f i l e t hrough the SOA organization 

6 as administrative n o t i c e to be included for 

7 th e record . Okay? 

8 TH E WITNESS ( Bi e l u c h) Sure . 

9 TH E HEARING OFFICER : All 

1 0 right. At this point the Department has no 

11 further questions of the witness . 

12 Mr. Ryan, do you have any 

13 additional question s of yo ur witness? 

1 4 MR. RYAN : I do not . 

1 5 TH E HEARI NG OF FICER : Okay . 

16 Ha v i n g n o mo r e, would y o u please intr o d uce 

17 your next wi t n ess. 

1 8 Thank you , Mr. B i e l u c h . 

19 MR. RYAN : We would like to 

2 0 call Richard Cozart, please. 

2 1 Thank you for joining us, 

22 Mr. Cozart . Can you express to the public 

2 3 and to the Hearing Officer what b r o u g h t you 

2 4 here today? 

2 5 THE WITNESS ( Co z a r t) Ye s . 

1 6 8 

UNITED REPORT ERS , I NC . 
www .unitedrepor ter s .com 

Nationw ide 866 -534-3383 Toll Free 



1 Thank y ou. 

2 I want to thank th e Department 

3 for inv iting me, th e He a l t hc a r e Ad v o c a te for 

4 inviting me to give t estimony r ea l ly as just 

5 a member of the pub li c and as a policyholder 

6 with Anth em sin ce the beginning of this y ear. 

7 What motivat ed me was that I 

8 think, as Ms . Keenan said, I too have b een 

9 subje ct to the tend er merci es o f Anthem's 

1 0 qua lity c a r e and f o u n d it a littl e wanting. 

11 An d I would sugg est that the 

12 exec u t i ve s try ge t ti ng on t he we b s i t e as 

1 3 private individua ls and try wo r k i n g throu gh 

14 the r elativ e labyrinth of mat eria l you have 

15 to g o through to g e t somebody to answer a 

16 question; y ou might have a diff er ent opinion 

1 7 on h ow effectiv e y ou f olks ar e. 

1 8 Non eth e less, what -- what 

19 br ought me h er e today was a n otic e I rec eiv ed 

2 0 from An t he m indi cat in g the r e was go i n g t o be 

21 a 12 and half p er cent a verage rat e increase. 

22 It was a f ormula that I rec eived at the end 

2 3 o f May, b e ginnin g of J u n e . It didn't 

24 indicat e my parti cu la r poli cy. I n fact, my 

25 identification card do esn't indicat e my 
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1 particu la r polic y . And I went o nto the CID' s 

2 we b s i t e and glean ed, to the e x tent i t was 

3 gleanab le, the fact that my policy wa s goin g 

4 to be increased by , I believe 7 .4 percent . 

5 Co n se q u e n t l y , I decided I 

6 probably should d o some t hing about that, 

7 because I ' m a retir ed individual. I h a v e 

8 certainly live on a fixed incom e. My wif e is 

9 a nurse with the Western Connecticut Health 

10 System. She doesn't have the benefit of a 

11 colle ctive bargaining agreement, and she has 

12 been subject to pay decreases, and she is no 

1 3 lon ger eligible f or raises . 

14 So the long and short of it, 

1 5 Tom, that 's why I 'm here today. 

1 6 MR . RYAN: Did you have a 

17 chance to look at the application itself? 

1 8 THE WITNESS ( Co z a r t) : On the 

19 Anthem applica ti on? 

2 0 MS . VELTRI: Yes. 

2 1 THE WI T NE S S ( Co z a r t) Yes, 

2 2 s a z". I did. 

2 3 MR . RYAN: And do you have any 

24 c o n c e r n s , as a Conne cticut citiz en, that you 

25 would like to e x p re s s to the Hearing Offic er 
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1 and to the Insurance Department about this 

2 application? 

3 THE WITNESS (Cozart): Well, 

4 absolutely. I don't know if if my 

5 comments are part of the public record or 

6 not, if they I ve been introduced as an 

7 exhibit. It's 

8 THE HEARING OFFICER: I would 

9 like to interrupt you for one second. 

10 THE WITNESS (Cozart): Yes, 

11 a a z . 

12 THE HEARING OFFICER: Your 

13 written public comments are part of the 

14 record. The Department has received them. 

15 So yes, they are part of the record. 

16 THE WITNESS (Cozart): Thank 

17 you. 

18 THE HEARING OFFICER: Continue. 

19 MR. RYAN: Can I ask you 

20 you've heard the testimony today, and we 

21 appreciate your being here and sitting 

22 through this. And as I mentioned before, the 

23 Insurance Department has done a very thorough 

24 job ln investigating concerns. 

2 5 Do you know, are there any 
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1 concerns that you have that have not been 

2 addressed by the Insurance Department or the 

3 testimony? 

4 THE WITNESS (Cozart) That 

5 haven't been addressed? 

6 MR. RYAN: Yes, or are there 

7 any questions or issues that you think really 

8 haven't been touched on from a consumer 

9 perspective? 

10 THE WITNESS (Cozart): Well, I 

11 think, just from a consumer perspective, and 

12 limited solely to that perspective, it's just 

13 that the fact that every basis point increase 

14 1n the rate 1S going to flow out of 

15 somebody's pocket into Anthem's. And it's 

16 going to have a material impact on many 

17 people. 

18 Now, .i r; my case, I've been 

19 fortunate. I've got a pens1on. I worked for 

2 0 a great Fortune 50 company. I was general 

2 1 counsel of a subsidiary. I worked in 

22 financial services for 25 years. I'm very 

23 lucky, but there's a lot of people out there, 

24 particularly, I would think, .i n the 

25 individual healthcare market who don't have 
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1 the benefits that I hav e and are going to 

2 suff er as a resu lt, o f what I think, is an 

3 unwarranted lncreas e that really has, I 

4 think, a small e v i de n t i a r y basis , based upon 

5 my amateur nonprofessi onal r eview . 

6 I can tell you, though , that 

7 th e material I was able to look at on the web 

8 se ems to b e abl e to contradi ct many o f th e 

9 points that that I raised, that have been 

1 0 r a i s e d In supp ort o f An t h e m ' s r e q u e s t . 

11 And I I ve g ot t o te ll you, as a

12 member of the pub li c, I am literall y sh oc ked 

13 that y ou f o lks have the chutzpah t o ask what 

14 y o u 'r e a cting as king for, f or the 

15 c o mmi s s i o n to grant. 

16 Would y o u lik e me to be more 

17 specific, Tom? 

1 8 MR. RYAN: You know, I guess 

1 9 my c onc ern was that if y ou k n o w , again, 

2 0 th ere 's been a l ot o f dis cussion ab out this 

21 rate inc rease, and y ou actua l ly did express a 

22 ve ry detailed list o f conce rns r eg ar d i n g 

23 that. 

2 4 I thin k at this point it would 

2 5 be helpful, if you are seeing a ny particul ar 
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1 concerns that have yet to be addressed or 

2 that were not appropriately addressed, such 

3 as, I think you had mentioned something about 

4 provider negotiations, which I don't think 

5 anyone has really touched upon here. Maybe 

6 you could elaborate on that? 

7 THE WITNESS (Cozart) We II, 

8 as I understand it, and understand, I 

9 MR. DURHAM: Excuse me, 

10 Mr. Hearing Officer. I didn't get a chance. 

11 I just I'm going to object. 

12 To the extent that the 

13 questioning now lS redundant and repetitive 

14 of this witness I written testimony. 

15 THE HEARING OFFICER: Tom? 

1 6 MR. RYAN: I think we just 

17 this lS opportunity I mean, as I said to 

18 you before, as we go through these 

19 proceedings the questions that are asked are 

2 0 often asked by other parties. You, 

21 Mr. Hearing Officer, have asked many of the 

22 questions that I would have asked and much 

23 more eloquently than I would have. 

24 I think this is an opportunity 

25 for this witness to express to you anything 
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1 that might not have been addressed at this 

2 point, in his l e t t er of con ce rn, and t o 

3 high light that f or your consideration as you 

4 move forward in e va luating this appli cati on. 

5 THE HEA RING OFFI CER : I am 

6 going to overrule the ob jecti on. 

7 But ident ify question s and 

8 don't repeat the questions to y our witness , 

9 please . Let them resp ond and identify and 

1 0 we'l l g o from there. 

11 MR . RYAN : Underst o od. 

12 THE HEA R ING OF F I CER : Thank 

1 3 you. 

1 4 Continue . 

15 THE WITNESS (C oza rt) : Well, 

1 6 to that particular point about negotiati ons 

17 wit h p roviders , as I understand it , and I'll 

1 8 b e t e ve r yo n e In t h i s r o om has much mor e 

1 9 know ledge about this situati on t h a t I do, but 

2 0 I unde rstand that n eg otiations between 

21 h ospita l hea lth systems and insur ers ar e 

22 c onfidentia l. Nobody knows - - p erhaps eve n 

2 3 in c luding th e Department what th e 

24 negotiations co n s i s t of, what th e pricing 

2 5 me chanism is. How th ey get t o that . 
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1 I think it's from a 

2 consumer standpoint and I realize it's not 

3 within the I assume it's not within the 

4 purview of your jurisdiction, but from a 

5 consumer standpoint, we're all buying the pig 

6 In the poke. I mean, how do we know what the 

7 prices they negotiate with the Western 

8 Connecticut Health System are? How do we 

9 know what their competitors' prices are? 

1 0 These are the kinds of things 

11 that, from a consumer standpoint, the lack of 

12 transparency lS lS incredible. And In 

13 healthcare, you know, you find out what 

14 everything costs after you've already 

15 purchased the service. 

1 6 So, from a consumer 

17 standpoint, I think it would be great to see 

18 more transparency. I'd love to see Anthem 

19 take the lead in disclosing what the 

20 negotiated prices are with the healthcare 

21 systems and force their competitors to do the 

22 same. 

2 3 MR. RYAN: I have no further 

24 questions. 

2 5 THE HEARING OFFICER: Thank 
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1 you. 

2 Applicant, do you have any 

3 qu est ion s ? 

4 MR. DURHAM: No questions, 

5 thank you. 

6 THE HEARING OFFICER: Okay. 

7 The Department does not have any questions. 

8 Thank you for your public 

9 comment. 

10 THE WITNESS (Cozart) Well, 

11 you're welcome. Thank you for the 

12 opportunity. 

13 MR. DURHAM: Mr. Lombardo, 

14 before we move on to the next phase, I would 

15 like to just voice a request. And I spoke on 

16 this earlier, but a request that we be 

17 allowed to recall Mr. Bears to address some 

18 of the points that were attempted to be made 

19 by Mr. Bieluch. 

20 THE HEARING OFFICER: Can you 

21 hold on one second? 

22 MR. DURHAM: Thank you for 

23 your consideration. 

24 THE HEARING OFFICER: Okay. 

25 There will be an opportunity for the 
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1 Applicant to make a closing statement at the 

2 end of the hearing. We are not going to 

3 allow the applicant to recall a witness at 

4 this time. 

5 At this time, I know we've 

6 been going on for about we're getting 

7 closer to the end of the hearing, so I think 

8 I speak for the Intervenors, the Applicants, 

9 ourselves, and I see my Commissioner nodding 

10 his head, that I think we're going to try to 

11 get through the remainder of the hearing 

12 without a recess. 

13 Intervenor and Applicant, are 

14 you okay with that? 

15 If you're not 

16 MR. RYAN: We are. 

17 THE HEARING OFFICER: Okay. 

18 MR. DURHAM: Could we just 

19 have maybe a five-minute break just to use 

2 0 the restroom? 

2 1 THE HEARING OFFICER: Okay. 

2 2 We will recess for five minutes. You will 

2 3 not be tracked to the restrooms. 

2 4 Five minutes. 

2 5 (Whereupon, a recess was taken 
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1 from 12:45 p.m. to 12:54 p.m.) 

2 THE HEARING OFFICER: I call 

3 this hearing back to order. 

4 This is a continuation of the 

5 public hearing in the matter of Anthem 

6 individual on and off exchange rate 

7 application. 

8 At this time if there's 

9 anybody from the public that would like to 

10 make additional public comments, please 

11 identify to the Hearing Officer. 

12 (No response.) 

13 THE HEARING OFFICER: Seeing 

14 none, we will move on to the next step of the 

15 hearing. 

1 6 The Applicant will now have 

17 the opportunity to make a brief closing 

18 statement, although it is not required. I'm 

19 asking that any closing statements be limited 

20 to five minutes. 

2 1 Mr. Durham, does the Applicant 

22 wish to make a closing statement? 

2 3 MR. DURHAM: Yes, 

24 Mr. Lombardo. Mr. Augur is gOlng to make a 

25 very brief closing statement, if that's 
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1 pe rmissible? 

2 THE HEARING OF FIC ER : That is. 

3 Proc e ed. 

4 THE WI T NE S S (Augu r): Mr. 

5 Lomba rdo, thank you for allowing us the 

6 opp ortunity to be here today to answer your 

7 questions and assist you ln th e process of 

8 our r a t e application. 

9 Today's meeting was about the 

10 ad equacy of our rates. I do want to ta ke a 

11 mom ent t o ackn o wledg e those An t h e m members 

12 who came here toda y and voic e d some of their 

13 fe elings through the public fo rum. 

1 4 Anthem striv es to deliver the 

15 best customer service in Conn ecticut and 

16 clearly we experienced unprecedented change 

17 ov er the last several months. It is our goal 

18 to deliver the serVlce that ou r members 

19 expect. 

2 0 Thank yo u . 

2 1 THE HEARING OF FICE R : Thank 

22 you. 

2 3 We d o not hav e anything in t he 

2 4 hea ring procedure for the Int e rvenor for 

2 5 closing statements, but I would like to 
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1 recognize the Healthcare Advocate, Attorney 

2 Victoria Veltri, if she would like to make a 

3 brief comment? 

4 MS. VELTRI: Thank you, Mr. 

5 Hearing Officer. I really appreciate that. 

6 I just wanted to take a second 

7 to thank you and thank the Department for 

8 holding this hearing today. We really 

9 appreciate the way it was handled, the work 

10 of the Department, the work of Anthem, and 

11 the work of the Office of the Attorney 

12 General and our witnesses here today. 

13 So I just wanted to reiterate 

14 my thanks for holding the hearing today. 

15 Very much appreciated. 

1 6 THE HEARING OFFICER: Thank 

17 you for your comments. 

18 Okay. Attorney Cook, are 

19 there any additional questions? 

2 0 MS. COOK: Mr. Hearing 

21 Officer, the Department has no additional 

22 questions. 

2 3 We ask, however, that the 

24 record of this proceeding be closed as of the 

25 end of today except for the submission of the 
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1 list that you will enter into the record, 

2 whi ch we r equest be submitted no later than 

3 end of business, 4 p.m., on July 3, 201 4. 

4 THE HEARING OFFICER: Thank 

5 you. 

6 MR. DURHAM: Mr. Lombardo, may 

7 I just c l a r i f y on that? 

8 Is that a deadline for the 

9 Department to provide the list of additional 

1 0 ma teria ls, or 1S that the deadline by which 

11 the Department would like Anthem to provide 

12 the add itional items that have been 

1 3 requested? 

14 THE HEARING OFFICER: It is 

15 the latter. It is the deadline for whi ch we 

16 would like the Applicant to provide the 

17 additional information that we're about to 

18 read int o the r e c ord, 1S due by. 

1 9 So I would reiterate that it 

2 0 wi l l be 4 p.m., Thursday, July 3 , 20 1 4, that 

21 we are asking for the additi onal inf ormation. 

22 MR. DURHAM: Thank y ou.
 

2 3 THE HEARING OFFI CER: Okay.
 

24 In acc ordance with secti on 

2 5 38a-840 o f th e regulations of the Conne cti cut 
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1 state agencies, I am ordering the Applicant 

2 to electronically submit and I'm going to 

3 read the list to you the actual 

4 justification for each of the factors that 

5 affected the change 1n the benefit design 

6 that vary by plan, changes r n the adjustment 

7 factors for the catastrophic eligibility, 

8 changes in the non-benefit expenses that are 

9 applied on a PMPM basis, changes r n the 

10 underlying area factors, and the slope of the 

11 rates. We're asking for the factors as well 

12 as the actuarial justification for those 

13 factors that we've identified. 

14 We've also asked for a rate 

15 build up using the individual experience of 

1 6 2013 that 1S non-grandfathered for Anthem. I 

17 believe that was requested to identify a 

18 comparison that we could use to what you 

19 currently are using as small-group 

20 exper1ence. 

2 1 We've identified the value for 

22 each factor for morbidity and the actuarial 

23 justification for those factors. 

24 We've asked for you to provide 

25 for each of the CSR plans the actual 
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1 uti li zation adjustment that you'r e using. 

2 We ' v e ask ed for a premium 

3 impa ct of redu cing the stop loss atta chment 

4 point in 2015 from 70 ,000 to 4 5 , 0 0 0 , keeping 

5 t he c o i n s u r a nc e a t 50 percent , and then 

6 ha ving c o i n s u r a nc e rates of 60, 70 and 

7 80 percent a t the same level of the 45 ,000 . 

8 And that is based upon t he assumption that it 

9 would b ~ fully funded. 

1 0 HC8 1- 1 4 , bull etin, issued by 

11 the Connecticut Insuran ce Department , pleas e 

12 ref er en c e that in th e f il ing, rather than 

13 HC-8 1 -2 , and provid e any missing informati on 

14 from the filing that is a requirement of that 

1 5 bulletin. 

1 6 Ther e 1S a referen ce t o 

17 Exhib it N in your filing for what you really 

1 8 mean to be Exhibit C in the rat e fi ling. So 

1 9 if you c o u l d just make that adjustm en t as 

2 0 well, and submit that. 

2 1 T h e r e is an id entif i cation of 

22 a v a l ue on that Exh ib it C f or the ag e and 

23 gender for future p opulati on that c h a n g e d 

24 from the last f iling o f 1 . 0 924 to 1 .1 4 3 9 . 

25 We're asking you t o provide us with actuarial 

1 8 4 
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1 justification fo r that chan g e. 

2 Exhibit B, which identifies 

3 your ex pe r ie n ce , we 'd l i ke y ou t o nam e, 

4 sp e cifi cally, th e sourc e of that ex p e r ie n c e 

5 data. 

6 Exhibit G, which I believe 1S 

7 your expense exhibi t, we've asked you to 

8 separ ate out and identify lin e it em of risk, 

9 profit and risk as a p ercentage of pr emium. 

1 0 We'v e ask ed you t o identify the sp e cifi c 

11 netw ork adjustm ent and split it out and 

12 id ent ify ac t u a rial just ifi c ati on f o r that 

1 3 diff erential. 

14 We've asked, t o th e ability of 

1 5 the Appli cant on historical data, its 20 10, 

1 6 20 1 1, 20 1 2 trend, to have it be provided on 

1 7 an allowed basis. 

1 8 And g en eral qu esti ons t o b e 

1 9 answ e red about th e trend data in the 20 14 

2 0 filin g that is e ff e c ti v e 1/1 /2 01 5 , concerns 

2 1 ab out com p a ri n g i t t o th e 201 4 ex c u s e me, 

22 compa ring it to the 20 1 3 rat e fil ing, th e re 's 

2 3 an a l l ow ed versus paid. The Department would 

24 ex p ec t allow ed t o be always b e lar ger on a 

25 unit-cost basis than paid. Some of th e ce l l s 
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1 are not. We need an explanation of that. 

2 And we also believe and I 

3 believe that we got agreement from Mr. Bears 

4 that the utilization data should not be 

5 affected by the difference between paid and 

6 allowed. And there are, what I would call, 

7 significant differences in the utilization, 

8 the absolute values of the utilization from 

9 last year's filing to this year's. And 

10 you'll provide us with an explanation or 

11 justification for that. 

12 We have also asked for 

13 additional information outside of the 

14 Insurance Department 's cross-examination of 

15 the Applicant. We recrossed and are asking 

16 for additional information as it relates to 

17 the data specific to hepatitis C and the 

1 8 membership that you have in 2014. 

19 Identify the member count and 

20 the dollar value, the impact of, on an 

21 aggregate basis of the reinsurance, as i t 

22 results to the hepatitis C drug as well. 

23 I believe the next type of 

24 information we'd be looking for is the number 

25 of members that fully migrated onto fully 
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1 ACA-co mp li a nt plans l n 2 014 fr om your 

2 n on-g randfather ed business i n 2013 . 

3 Also t o identify spe cifically 

4 an y adjustment o r fa ctor of vo latility that 

5 was us ed in the t r e n d and spik e that o u t . 

6 Identify any formulary changes that were made 

7 and that directed i mp a c t on trend . 

8 And finally, in accordance 

9 with bull etin HC 8 1- 1 4 , identif y the specific 

1 0 fa ct or o f benefit buy down and the impact it 

11 has o n th e trend dev el opment . 

12 An d we would re q u est all of 

13 this info rmati on, again, b y t he e n d o f 

14 busin ess , 4 p .m, July 3 , 2 0 1 4 , which is n ext 

15 Thursday. 

16 In a c c ordance wi t h S ection 

17 38a-8 -40 of t h e regulations of the 

18 Conn e cticut stat e agen cies , if we had ask ed 

1 9 f or additi onal information f rom t h e 

2 0 I n t e r ve no r , we wou ld be askin g th em a ls o t o 

2 1 provid e that inf ormati on e l ectronica ll y by 

22 the end o f busin ess, 4 p.m., Ju ly 3 , 2 014 

23 We d o n ot have an y additi onal r e q uests. 

2 4 I d o want to mak e one comm ent . 

25 We would expect that the Ap p l i c a n t ' s response 

1 8 7 

UNITED REPORTERS , INC . 
www.un itedreporte rs. com
 

Nationwide 866-53 4-3383 Toll Free
 



188 

1 wou ld b e within the C E R F app li cation, the 

2 system, el ec t r o nic system for rat e and f o r m 

3 fi lings, that th e initia l f il i n g was 

4 submitt ed on . 

5 And on ce the Department gets 

6 that, that information wil l b e loaded onto 

7 our website and through the normal course, 

8 but also on a sp e cifi c websit e for this 

9 hearin g . 

1 0 The r e cord of this hearing 

11 wi l l be he ld open for written a n d furth er 

1 2 pub lic c o mme n t unti l th e clo s e of busin ess 

13 today. Today's hearing is adj ourned. 

14 Thank you . 

15 ( Wher eupon, th e above 

16 pro ceedings were c o nc l u d e d at 1:0 3 p.m. 

1 7 
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1 C ERT I F IC AT E 

2 I h e r e by c e r tify t hat t he fo r e go i n g 18 8 

3 p a g es a r e a c o mp l e te an d accu rat e 

4 c o mp u t e r -aided tra ns crip ti o n of my ori gina l 

5 verb a tim n o t es t ak en of th e Ins u r an c e 

6 De part ment Me etin g i n Re : L H14 - 1 55 , 

7 I ND I VI DUAL RAT E AP PLICA TION F ILE D BY ANTHEM 

8 BLU E CRO S S AND BLUE S HI E L D, DATE D MAY 3 0 , 

9 2 014 , wh ich was held b ef or e PAU L L OMB AR DO, 

1 0 He a r i n g O f f ice r , a t t he Co n nec ticu t Ins u r an c e 

11 Dep artment , 153 Market St r eet , 7th fl o or , 

12 Har t f o r d , Connec ticut , on June 27 , 2014 . 
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