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Objection Letter 
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Respond By Date 06/12/2015

     Dear Andrew Adams,

     Introduction:

     Objection 1
          - Actuarial Memorandum and Certifications (Supporting Document)

          - Unified Rate Review Template (Supporting Document)

          Comments: Please see attached file which contains INS's request for additional information.

     Conclusion:

     Sincerely,

     Art Lucker
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I N S  C O N S U L T A N T S ,  I N C .                     
 
Insurance Regulatory Consultants 
 
 
 
 
 
 
TO:  Andrew Adams, FSA, MAAA  

Assistant Actuary 
  Aetna Life Insurance Company 
 
FROM: Mark Golab, FSA, MAAA 
  INS Consultants, Inc. 
 
DATE:  May 22, 2015 
 
SUBJECT: Aetna Health Insurance Company 
               SERFF Tracking Number: AETN-130046890 
               Small Group POS and HMO Rates for Calendar Year 2016 
 
 
INS has been engaged by the Pennsylvania Insurance Department to review the material filed in 
support of the subject rate filing. Based on our continuing review, we have identified certain aspects of 
the filing which require clarification and/or additional information; these items are discussed below. 
Upon receipt of the requested information, we will continue our review of the subject filing. 
 
A. Rate Increase 
 
1. The filing indicates the weighted average increase across plans based on current ACA-compliant 
membership, inclusive of the impact of benefit and cost sharing changes is 6.1%. Please show how this 
average breaks down by the following: 

• Impact of medical claim trend; 
• Revisions to assumptions about population morbidity and the projected population distribution; 
• Changes to the reinsurance program; 
• Changes in cost sharing to ensure that plans comply with Actuarial Value requirements; 
• Changes in pricing models used to determine the impact of cost sharing design; 
• Changes in provider networks and contracts. 

 
B. Experience Premiums and Claims 
 
1. Please provide the Company’s 2014 Supplemental Health Care Exhibit for the Small Group market. 
 
2. Regarding the incurred but not reported claim estimate, please provide the completion factors that 
were used to develop this estimate.  Also, identify the book of business that served as the experience 

 

 419 S. 2nd Street 
 New Market, Suite 206 
 Philadelphia, PA 19147 
 Phone: (215) 625-9877 
 Fax: (215) 627-7104 



 
 

basis for this application. If the commercial book of business including individual, small group and 
large group fully insured business was used, please provide empirical support, if available, that 
justifies the appropriateness of using the commercial pool lag experience to compute incurred claim 
estimates for the small group market. 
 
3. With regard to allowed claims during the experience period of $380,113,900, please identify, if any, 
the estimate of allowed claims incurred but not reported which is included in this figure. Also, please 
show the development of this estimate.  
 
4. Please identify the specific seasonal factors, if any, that were used as a part of the methodology to 
develop incurred claim estimates. If such factors were used, please provide an example showing how 
these factors were used. 
 
5. The actuarial memorandum indicates that claim experience in Worksheet 1, Section 1 of the Unified 
Rate Review Template (URRT) reflects dates of service from January 1, 2014 through December 31, 
2014 and paid through January 31, 2015. Please advise how dates of service are assigned under the 
various benefit categories. Please confirm that incurred claims of $312,672,322 were determined as 
allowed claims less member cost sharing and cost sharing paid by HHS of low-income members. 
 
C. Benefit Categories 
 
1. Please confirm that the benefit categorization described in the actuarial memorandum is materially 
consistent with the category definitions provided in the CMS Unified Rate Review Template 
instructions.   
    
D. Credibility Manual Rate 
 
1. The actuarial memorandum indicates that the source data for the manual rate was the experience 
incurred from January 1, 2014 to December 31, 2014 and paid through January 31, 2014 for both 
Aetna and Coventry in the Pennsylvania Small Group HMO/PPO market. Using this data, please show 
the development of the “utilization per 1000” and “average cost/service” figures, as shown in URRT 
worksheet1, section II, by benefit category. The requested development should follow the 
methodology of the URRT. Please provide an explanatory narrative for any adjustments from the 
experience period to the projection period.(see below)   
 
D.1. Benefit Categories Underlying Credibility Manual Rate  
 
1. Please confirm that the benefit categorization used to develop the credibility manual rate is 
materially consistent with the category definitions provided in the CMS Unified Rate Review 
Template instructions.   
   
D.2. Projection Factors of Credibility Manual Rate  
 
a. Please explain how you developed your estimated adjustment to cover changes in the morbidity of 
the population insured underlying the credibility manual rate. Please show the calculation of the 
adjustment factor(s).  Also, in your explanation, please quantify the estimated impact of transitional 
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policies as well as the impact of group 51-100 Full Time Equivalent entering the small group market in 
2016. Please identify your modeling assumptions in this regard. 
 
b. Please identify the total “other” projection adjustment factors, underlying the credibility manual rate, 
by benefit category. Please provide a description of how such adjustments were quantified. 
 
c. Please provide the calculations which produced the average cost factors included as a part of 
annualized trend, underlying the credibility manual rate, by benefit category. 
 
d. Please provide the calculations which produced the utilization factors included as a part of 
annualized trend, underlying the credibility manual rate, by benefit category. 
 
E. Paid to Allowed Ratio 
 
1. The paid to allowed ratio for the experience period was 82.3%. Notwithstanding the role of the 
credibility manual rate, please comment on the reasons for the movement of this ratio from the 
experience period (82.3%) to the projection period (71.3%). 
 
F. Non-Benefit Expenses and Profit and Risk 
 
1. Regarding the general administrative expenses of 7.8% of premium. Please provide quantitative 
support for all such expenses. Please describe the methodology used for developing the estimate of 
these expenses expected during the projection period. Please discuss how the percentage load varies by 
plan. Please describe the source data that was used as a basis for the projections. 
 
2. Please discuss the extent to which the target contribution to surplus has changed from the prior 
submission of similar forms. 
 
G. Projected Loss Ratio 
 
1. Please show the development of the anticipated MLR of 88.9%.  
 
H. Single Risk Pool 
 
1. Please discuss how the experience of transitional product/plans, if any, has affected the base period 
experience. Further, please discuss how expected transitional plan experience and the expected 
experience of group 51-100 Full Time Equivalent entering the small group market in 2016 are 
reflected in the projection. 
 
I. Index Rate 
 
1. Please identify and quantify the underlying reason for the difference between the projected allowed 
experience claims pmpm ($491.11) and the first quarter 2016 index rate for projection period 
($490.24).  
 
2. In developing the average index rate of $510.82, please identify the assumptions underlying the 
assumed membership distribution effective in each quarter.  
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J.  Market Adjusted Index Rate 
 
1. Exhibit E-1 to the actuarial memorandum shows the development of the Market Adjusted Index 
Rate of $514.19. Please show the calculations of “net reinsurance adjustment” of 1.006 reflected in this 
development. 
 
K. Plan Adjustment Index Rates 
 
1.  Exhibit E-2 to the actuarial memorandum shows the development of the Plan Adjustment Index 
Rates. An “AV, Cost Sharing & Tobacco” factor is used in that development. Please show how the 
“AV, Cost Sharing & Tobacco” adjustment of .856 for the “PA Gold QPOS 1000 90/50” was 
calculated.  
 
L. Calibration Factor  
 
1. Regarding the calculation of the calibration factor in Exhibit E-2, that calculation includes a trend 
factor. The instructions relating to the calculation of the calibration factor permits only the inclusion of 
an age factor and a geography factor. Please adjust your calculation of the calibration factor 
accordingly.   
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