
STATE OF VERMONT 
GREEN MOUNTAIN CARE BOARD 

 
 

In re:  Blue Cross and Blue Shield of Vermont ) GMCB-009-22rr 
 2023 Association Health Plan   ) 
 Rating Program Filing   ) SERFF No.: BCVT-133316538 
       ) 

 
 

DECISION AND ORDER 
 

Introduction 
 
Health insurers must submit major medical rate filings to the Green Mountain Care Board 

(GMCB or Board), which must approve, modify, or disapprove each filing within 90 calendar 
days. 8 V.S.A. §§ 4062(a), 4515a, 4587, 5104. On review, the Board must determine whether a 
proposed rate is affordable, promotes quality care, promotes access to health care, protects insurer 
solvency, and is not unjust, unfair, inequitable, misleading, or contrary to Vermont law. 8 V.S.A. 
§ 4062(a)(3). 

 
This decision pertains to the association health plan rate filing of Blue Cross and Blue 

Shield of Vermont (BCBSVT), a non-profit hospital and medical service corporation. The 
approved rates will be used by BCBSVT to determine the premiums of association health plan 
groups beginning January 1, 2023. 

 
Procedural History 

 
On July 7, 2022, BCBSVT (also referred to hereinafter referred to as “the carrier”) 

submitted its 2023 association health plan (AHP) rate filing to the Board via the System for 
Electronic Rate and Form Filing (SERFF).1  

 
On July 15, 2022, the Office of the Health Care Advocate (HCA), a special project within 

Vermont Legal Aid that represents the interests of Vermont health insurance consumers, entered 
an appearance as a party to the filing. On September 6, 2022, the Department of Financial 
Regulation (DFR) filed its analysis and opinion regarding the filing’s impact on the carrier’s 
solvency (DFR Solvency Opinion). Also on September 6, 2022, Lewis & Ellis (L&E), the Board’s 
contract actuary, submitted an actuarial memorandum evaluating the filing (L&E Memo). Each of 
these documents was subsequently posted on the Board’s rate review website.2 

 
The Board solicited public comments on the filings through September 20, 2022. One 

member of the public provided comment. The parties waived a hearing, and the carrier filed a 
 

1 BCBSVT initially filed its AHP filing on March 3, 2022, and withdrew it on April 22, 2022, to allow a later filing 
to more closely reflect the FY 2023 hospital budget decisions. See Letter of Gregory J. Boulbol to Michael Barber 
(April 22, 2022), Docket No. GMCB-002-22rr; SERFF No. BCVT - 133174900. 
2 The SERFF filings, as well as all documents referenced in this Decision and Order, can be found in the rate review 
section of the Board’s website at https://ratereview.vermont.gov/BCVT-133316538.   

https://ratereview.vermont.gov/BCVT-133316538
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memorandum of law on September 21, 2022 (Carrier Memorandum in Lieu of Hearing). See 
GMCB Rule 2.000, § 2.309(a)(1), (c).  

 
Findings of Fact 

 
1. BCBSVT is a non-profit hospital and medical service corporation that provides coverage 

to individuals, small and large group employers, and Medicare enrollees in Vermont. L&E Memo, 
1.  

 
2. This filing updates the formula, manual rate, and accompanying factors that will be used 

for pricing of AHP products. This filing includes support for key assumptions, such as trend, 
benefit relativities, administrative costs, and large claim factors. It is applicable to Pathway 1 AHPs 
with coverage years beginning in 2023. BCBSVT currently has one AHP. This filing is projected 
to affect 1,434 members enrolled in that AHP. L&E Memo, 1; BCBSVT Actuarial Memorandum 
(BCBSVT Memo), 2. 

 
3. As initially filed, the average fully insured AHP will likely experience a premium change 

of approximately + 9.4%, or roughly $63.54 per member per month (PMPM). The proposed 
premium change is comprised of a change to projected claims with a premium impact of + 8.6%; 
a change to projected pharmacy rebates with a premium impact of – 0.1%; a change to pediatric 
vision and dental claims with a premium impact of -0.1%; a change in administrative charges with 
a premium impact of + 0.7%; a change to reserves with a premium impact of + 0.1%; a change to 
mandates and assessments with a premium impact of + 0.1%; and a change to several additional 
items whose combined premium impact is + 0.1%. L&E Memo, 1 – 2; BCBSVT Memo, 3.  

 
4. BCBSVT calculated the expected average premium change for a hypothetical AHP that is 

renewing with zero experience credibility, exactly average demographics and industry, and no 
underwriting judgment or management discretion applied to the proposed or in-force rates. The 
actual rate change experienced by any specific AHP will be based on its own circumstances, 
including its claim data, and may differ from the average premium change presented in the filing. 
See BCBSVT Memo, 3.  

 
5. Currently, there is only one AHP and it is large enough that it does not use the manual rate; 

its premiums are based on the actual claims it experiences during 2022. As such, the proposed + 
9.4% rate change is mostly applicable to any new AHPs quoted during the next year. L&E Memo, 
2. 

 
6. As summarized below, the rates in this filing differ from the approved Q3 Large Group 

rates only in their use of updated information regarding hospital budgets and other unit cost 
changes, and in the slightly different set of experience used in the calculation of the manual rate. 
L&E Memo, 4. See In re: Blue Cross and Blue Shield of Vermont Third Quarter 2022 Large Group 
Rating Program Filing, GMCB-001-22rr and In re: The Vermont Health Plan Third Quarter 2022 
Large Group Rating Program Filing, GMCB-002-22rr, Statement of Decision and Order (May 
18, 2022) (hereafter “2022 BCBSVT/TVHP LG Q3 Order”).  
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7. Medical trend is composed of unit cost trends and utilization and intensity trends. For all 
products combined, the carrier is requesting a total allowed medical trend of 9.0% per year, broken 
down into 9.9% for hospital claims, 6.9% for professional claims, and 9.3% for outpatient drugs. 
L&E Memo, 3; BCBSVT Memo, 9. 

 
8. BCBSVT originally projected the unit cost trend for medical costs to be 7.6% based on an 

analysis of the hospital budget increases implemented in recent years, as well as other providers 
in the BCBSVT service area. Unit cost increases for providers outside the BCBSVT service area 
were derived from the BlueCross BlueShield Association’s proprietary Blue Trend Survey. When 
applying the hospital budget assumption ordered in the 2023 Individual and Small Group Rate 
Filing,3 which was a 17% reduction to the hospitals’ requested increase, the unit cost trend was 
9.3%.  L&E Memo, 3; BCBSVT Response to Inquiry 1, Exh. 2A4, Exh. 2A4-Aug 17 (August 18, 
2022). 

 
9. The carrier’s original projection for medical unit cost was calculated before the Board’s 

final FY 2023 hospital budget decisions were known. L&E recommends that the actual unit cost 
increases approved in the hospital budget process be incorporated into the rate calculation. L&E 
Memo, 3.  

 
10. BCBSVT included an assumption in its medical unit cost projection that the hospital budget 

increases for FY 2024 will be equal to the average of approved increases for FY 2022 and FY 
2023. L&E does not believe that approach is reasonable because the FY 2023 budget increases are 
the highest ever observed. L&E recommends that the assumed future hospital budget increases be 
based on FY 2022 and not FY 2023. L&E Memo, 3. 

 
11. On September 13, 2022, the Board asked BCBSVT to recalculate the proposed manual rate 

as recommended by L&E. BCBSVT responded on September 16, 2022, with a response indicating 
that the final hospital budgets would result in a manual rate that is 1.6% higher than initially filed, 
resulting in a medical unit cost trend of 9.1%. BCBSVT, Response to Board Questions, 1 
(September 15, 2022). 

 
12. The carrier set utilization and intensity trends equal to those approved by the Board in the 

2022 BCBSVT/TVHP LG Q3 Order because the experience of the AHP block is not of sufficient 
size and stability to perform independent trend analysis. L&E believes this approach is appropriate. 
L&E Memo, 3. 

 
13. BCBSVT used retail pharmacy trend factors from the 2022 BCBSVT/TVHP LG Q3 Order. 

This amounts to an allowed cost trend of 9.9% per year. L&E believes this approach is appropriate. 
BCBSVT Memo, 9; L&E Memo, 3. 

 
14. BCBSVT calculated a total allowed trend of 9.2%, with an allowed medical trend of 9.0% 

and an allowed pharmacy trend of 9.9%. BCBSVT Memo, 9. L&E Memo, 3 – 4. 
 

 
3 In re: Blue Cross and Blue Shield of Vermont 2023 Individual Market Rate Filing, GMCB-003-22rr and In re: 
Blue Cross and Blue Shield of Vermont 2023 Small Group Market Rate Filing, GMCB-004-22rr, Statement of 
Decision and Order (August 4, 2022), 20. 
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15. To account for the leveraging effect of deductibles and copays, BCBSVT used its benefit 
relativity models to convert the allowed trends into paid trends. L&E concluded the carrier’s 
approach to adjusting allowed trends to paid trends was reasonable and appropriate. The carrier 
calculated a 10.5% total paid trend, comprised of a 10.5% paid medical trend and a 10.7% paid 
pharmacy trend. L&E Memo, 3 – 4. 

 
16. The proposed administrative charge in this filing is $54.94 PMPM, as was approved for 

the 2022 BCBSVT/TVHP LG Q3 Order. L&E determined this to be a reasonable approach and 
did not recommend any changes. L&E Memo, 4. 

 
17. The proposed CTR is 1.5% of premium, which is consistent with the 2022 BCBSVT/TVHP 

LG Q3 Order. L&E found the inclusion of a 1.5% premium CTR assumption reasonable. L&E 
Memo, 4. 

 
18. Pursuant to 8 V.S.A. § 4062(a)(2)(B), DFR provided the Board with its assessment of the 

impact of the proposed filings on the carrier’s solvency. DFR noted that BCBSVT’s surplus and 
Risk Based Capital (RBC) ratio, two important indicia of solvency, have improved compared to 
the prior year-end. BCBSVT’s RBC ratio was within its targeted range as of December 31, 2021. 
DFR cautions that any downward adjustments to the rate that are not actuarially supported would 
likely erode BCBSVT’s surplus and RBC ratio, but DFR states that it does not expect the proposed 
rate to have a significant impact on its overall solvency assessment of BCBSVT. DFR Solvency 
Opinion, 1. 

 
19. In its Memorandum in Lieu of Hearing, the carrier argues that the filing will produce rates 

that are affordable, promote quality care, promote access to health care, protect insurer solvency, 
are not unjust, unfair, inequitable, misleading, or contrary to law, and are not excessive, 
inadequate, or unfairly discriminatory in accordance with GMCB Rule 2.000, § 2.401. The carrier 
further requests that the Board approve the filing after modifying it in accordance with L&E’s 
recommendation to use unit cost trends that reflect approved hospital budgets. Carrier 
Memorandum in Lieu of Hearing, 4 – 5.    

 
Standard of Review 

 
The Board reviews rate filings to determine whether a proposed rate is “affordable, 

promotes quality care, promotes access to health care, protects insurer solvency, and is not unjust, 
unfair, inequitable, misleading, or contrary to the laws of this State” and is not “excessive, 
inadequate, or unfairly discriminatory.” 8 V.S.A. § 4062(a)(3); GMCB Rule (Rule) 2.000, § 
2.301(b). Although the latter terms - excessive, inadequate, or unfairly discriminatory - are defined 
actuarial standards, other standards by which the Board reviews rate filings are “general and open-
ended,” the result of “the fluidity inherent in concepts of quality care, access, and affordability.” 
In re MVP Health Insurance Co., 203 Vt. 274, 284 (2016). The Board additionally takes into 
consideration changes in health care delivery, changes in payment methods and amounts, and other 
issues in its discretion. 18 V.S.A. § 9375(b)(6); Rule 2.000, § 2.401. 

 
In arriving at its decision, the Board must consider DFR’s analysis and opinion regarding 

the impact the proposed rate will have on the insurer’s solvency and reserves. 8 V.S.A. § 
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4062(a)(2)(B), (3). The Board must also consider any public comments received on a rate filing. 
8 V.S.A. § 4062(c)(2)(B); Rule 2.000, § 2.201. The insurer bears the burden of justifying its 
requested rate. Rule 2.000, § 2.104(c). 

 
Conclusions of Law 

 
In reviewing a rate filing, we must consider whether the proposed rate is affordable, 

promotes quality care, promotes access to health care, protects insurer solvency, is not unjust, 
unfair, inequitable, misleading, or contrary to the laws of Vermont, and is not excessive, 
inadequate, or unfairly discriminatory. As we have recognized in prior decisions, these factors are 
interrelated and often in tension with one another. See, e.g., In re MVP Health Plan, Inc. 2022 
Individual and Small Group Market Rate Filings, GMCB-007-21rr & GMCB-008-21rr, Decision 
and Order (Aug. 5, 2021), 16. Neither our statute nor our rule specifies how much weight we 
should give to any one factor, and we seek to find the most appropriate balance we can amongst 
them based on the facts and circumstances before us. 

 
As our contract actuaries observed, the carrier’s submitted rates in this filing differ from 

the rates approved in the 2022 BCBSVT/TVHP LG Q3 Order only in their use of updated 
information regarding hospital budgets and other unit cost changes, and in the slightly different set 
of experience used in the calculation of the manual rate. Findings of Fact (Findings), ¶ 6. 

 
The Board recently reached decisions in the hospital budget process which directly affect 

proposed medical unit cost trend. See GMCB Board Meeting Minutes, August 31, 2022; 
September 2, 2022; September 12, 2022; L&E recommends that the proposed manual rate be 
recalculated using the actual unit cost increases approved in the hospital budget process. L&E also 
recommends that the assumed hospital budget increases for FY 2024 be based on the FY 2022 
increases, and not an average of FY 2022 and the FY 2023 increases, as the latter are historically 
high. Findings, ¶¶ 9 – 10. The carrier recalculated the proposed manual rate as recommended by 
L&E, which reflected an overall rate impact of + 11.1%. Findings, ¶ 11. The carrier requests that 
the Board approve the filing after modifying in accordance with L&E’s recommendation. 
Findings, ¶ 19. We agree that reflecting approved FY 2023 hospital budget submissions in this 
docket is appropriate. We also accept L&E’s recommendation that FY 2024 hospital budget 
increases be assumed to mirror FY 2022 levels. 

 
 

ORDER 
 
For the reasons discussed above, we modify and then approve BCBSVT’s 2023 AHP rate 

filing. Specifically, we order BCBSVT incorporate L&E’s recommendations to calculate its 
manual rate using approved hospital budget decisions for FY 2023 and to assume FY 2024 
increases will be the same as FY 2022 increases.  We anticipate that the modification will result 
in an average premium change of + 11.1%.   
 

SO ORDERED. 
 

Dated:  September 30, 2022 at Montpelier, Vermont 
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s/  Jessica Holmes, Interim Chair ) 

GREEN MOUNTAIN 
CARE BOARD OF 

VERMONT 

  ) 
s/  Robin Lunge ) 
  ) 
s/  Tom Pelham ) 
  ) 
s/  Thom Walsh ) 

 
Filed: September 30, 2022 
Attest: s/  Jean Stetter  
 Green Mountain Care Board 

Administrative Services Director 
 

NOTICE TO READERS: This document is subject to revision of technical errors. Readers are 
requested to notify the Board (by email, telephone, or in writing) of any apparent errors, so that 
any necessary corrections may be made. (Email address: Christina McLaughlin@vermont.gov). 
Appeal of this decision to the Supreme Court of Vermont must be filed with the Board within thirty 
days. Appeal will not stay the effect of this order, absent further order by this Board or appropriate 
action by the Supreme Court of Vermont. Motions for reconsideration, if any, must be filed with 
the Board within ten days of the date of this decision and order. 

mailto:Janeen.Morrison@vermont.gov
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