DISTRICT OF COLUMBIA COURT OF APPEALS

D.C. Appleseed Center for Law & Justice, Inc. v. District of

Columbia Department of Insurance, Securities, & Banking

54 A.3d 1188 (D.C. 2012) - Decided September 13, 2012

SUMMARY

The District of Columbia Court of Appeals reviewed a Department of Insurance, Securities, and

Banking determination that Group Hospitalization and Medical Services, Inc.'s 2008 surplus was not

excessive under the Medical Insurance Empowerment Amendment Act. The court held that D.C.

Appleseed had standing, agreed that the Commissioner had misinterpreted the statutory standard and

failed to provide adequate reasons, and remanded for further proceedings. The court affirmed deferral
of review of GHMSI's 2009 and 2010 surpluses until July 31, 2012.
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Petition for review of a decision and order of the District of Columbia
Department of Insurance, Securities, and Banking determining that
Group Hospitalization and Medical Services, Inc.'s 2008 surplus was

not excessive and deferring review of its 2009 and 2010 surpluses.

The court reviewed the agency's order under the District of Columbia
Administrative Procedure Act and would affirm unless the ruling was
arbitrary, capricious, an abuse of discretion, or otherwise not in
accordance with law. Factual findings had to be supported by
substantial evidence, and the agency's conclusions had to rationally
flow from those findings. The court reviewed the statutory
interpretation de novo because the agency had not expressly identified
or explained the interpretive question.
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QUESTIONS PRESENTED
1. Whether Appleseed had standing to petition for review of the DISB Commissioner's order.

2. Whether the MIEAA required the Commissioner to consider GHMSI's community health reinvestment
obligation when determining whether its surplus was unreasonably large or excessive.

3. Whether the Commissioner's order adequately explained the factual and actuarial basis for selecting an

850 percent RBC-ACL ratio as the appropriate maximum surplus level.

4. Whether the Commissioner abused his discretion by deferring review of GHMSI's 2009 and 2010
surpluses until July 31, 2012.

HOLDINGS

1. Appleseed had standing to seek judicial review because it demonstrated injury in fact, a sufficient
probability of redress, and an interest within the zone protected by the MIEAA. It had standing both as a

GHMSI subscriber and as an organization.

2. The Commissioner must determine in tandem, rather than in separate sequential steps, whether GHMSI's
surplus is unreasonably large and whether it is inconsistent with GHMSI's obligation to engage in
community health reinvestment to the maximum feasible extent consistent with financial soundness and

efficiency.

3. The Commissioner's determination that GHMSI's 2008 surplus was not unreasonably large or excessive
could not be affirmed because the order did not adequately explain the selection of the 850 percent
RBC-ACL ratio and did not apply the correct statutory criteria.

4. The Commissioner did not abuse his discretion by deferring review of GHMSI's 2009 and 2010
surpluses until July 31, 2012.

KEY QUOTATIONS

“A harmonious interpretation of the statute’s language, viewed in its entirety, requires that a surplus
determination hearing under § 31-3506(e)(2) keep both objectives in mind.” (1214-15)

“We hold that, as a matter of law, the two determinations required by § 31-3506(e)(2) — whether GHMSI'’s
surplus is “unreasonably large” and whether the surplus is “inconsistent” with GHMSI’s community health
reinvestment obligations under § 31-3505.01 — must be made in tandem, not seriatim, to give full effect to the
statute.” (1215)



“It will not do for a court to be compelled to guess at the theory underlying the agency’s action; nor can a

court be expected to chisel that which must be precise from what the agency has left vague and indecisive.”
(1216-17)

FACTUAL BACKGROUND

GHMSI, a nonprofit health and medical services corporation serving subscribers in the District of Columbia,
Maryland, and northern Virginia, had a 2008 surplus of approximately $687 million and an RBC-ACL ratio of
845 percent. Following enactment of the Medical Insurance Empowerment Amendment Act, DISB held a public
hearing and received competing actuarial analyses concerning the surplus needed for GHMSI's financial
soundness. The Commissioner concluded that an 850 percent RBC-ACL ratio was necessary and that GHMSTI's
845 percent ratio was neither unreasonably large nor excessive, without separately considering the statutory
obligation to reinvest in community health to the maximum feasible extent consistent with financial soundness

and efficiency.

PROCEDURAL HISTORY

The DISB Commissioner conducted a public hearing concerning GHMSI's 2008 surplus and issued a final
decision on October 29, 2010, concluding that the surplus was not excessive and ordering a later review of future
surpluses by July 31, 2012. Appleseed petitioned the District of Columbia Court of Appeals for review. The
court held that Appleseed had standing, reversed the determination concerning the 2008 surplus, affirmed the

deferral of review of the 2009 and 2010 surpluses, and remanded for further proceedings.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The Department must interpret the MIEAA consistently with the court's framework, considering community
health reinvestment to the maximum feasible extent consistent with financial soundness and efficiency. It must
then redetermine whether GHMSI's surplus was unreasonably large or excessive and provide a more complete
explanation of the reasoning supporting its determination.
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