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Indentifying Information: 


Grant Opportunity: BHS Health Insurance Rate Review Grants-Cycle I 


DUNS #:__034094027__-,..-______ Grant Award: 1.S1"-m=il=!io=n"--___ 

AppJicant_ Commonwealth ofMassachusetts Division of Insurance __________ 

Primary Contact Person, Name:__.-:Margaret Parker__-------- ­

Telephone Number: 617-521-7313 Fax number: 617-521-7758' ---- ----------- ----

Email address:_.__margaret.parker@state.ma.us._________....--______ 

25 


mailto:margaret.parker@state.ma.us
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. REQUIRED CONTENTS 


A cOmplete proposal consists ofthe folJowing materiaJ organized in the sequence below: Please ensure 
that the project narrative is page-numbered. The sequence is: 

rI Cover Sheet 


, Forms/Mandatory Documents (Grants.gov) . 

. . 

n The following forms must be completed with an originaJ signature and enclosed as part of 

the proposal: 

j SF-424: Application for Federal Assistance 


SF-424A: Budget Information 
~ SF-424B: Assurances-Non-Construction Programs 


, rI SF-LLL: Disclosure ofLobbying Activities 


Additional Assurance Certifications 


Required Letter of support and Memorandum ofAgreement 


rI Applicant's Application Cover Letter 


rI Project Abstract 


rI Project Narrative 


r;/ Work plan and Time Line 

... 

rI Proposed Budget (Narrative/Justifications) 


Cl Required Appendices 


Cl Resume/Job Description for Project Director and Assistant Director 


26 


http:Grants.gov


Massachusetts DivIsion of Insurance 
DUNS No. 034094027 

FORMS/MANDATORY 


DOCUMENTS 


" 




.. ....-.... . 
~. GRANTS_GOV'" Grant Application Package 

OPPortu.!lItv"lule: "Grants to States for Health Insurance Premium Review-C 
Offering Agency: fc of Consumer Information • Insurance Oversight 
CFDA Number: 93.51l 

CFDA Description: Affordable Care Act (ACA) Grants to States for Health I 
Opportunity Number: RFA-FO-10-999 
compeauon 10: ADOBE-FORMS-B 
Opportunity Open Date: 06 2010 
Opportunity Close Date; 

07 2010 
Agency Contact: Gladys Melendez-Bohler 

Grant Specialist 
B-mail, Gladys.Melendez-Bohler@fda.hhs.gov 
Phone: 301-927-7169 

Thle opportunltv Is only open to organlzlltlona, .ppllc.n1II who .... submitting g ... nt applicatIOns on behalf of a company, alate, local or 
tribal govemment, academla,.or otIlar type of organization. 

* Application FIling Name: I MA Dhrision of Insurance Application 

M.wFonn 10 Mandato Docuille"" for SubmiSSion 
Complete Budget Narrative Attachment Form 

Project Narrative Attachment Form 
Budget Information for Non-Construction Program 

Mow Form to Attachments 

D8I8IO 
 rances for Non-Construction Programs (SF-42 

__"B>i'it"l ~~. 

" 


Optional Documenta Mow Form to ' .=oL::;:,n::;a:.:I.::D;,:0;,;;:c;:,UmeR=:,:;ta:;:..:fo;:;r:...;S;:;ub=m:,:;Ie;:,8;:;Io=n_______-, 
Basic Work Plan 
project Abstract Summary 
Other Attachments Form 

Su'omis8lon Lilt r 

MoW Fonn 10 
. OeI&te 

Enter a nMllt for the application In thtt AppliCation Filing Name fteld. 

- Thl, application can be compIellld in 118 IBIUruIy 0111109; t1owever, you will nead to login to the Granl5.ijOV website during the submission pRX:eSS, 
- You c:an _e your applicallon III any lime by clicking the '5.IIve' buIIon III the top of yoIII' ac:reen. 
• The 'Save & Submit" button will not be functional un1ll all nequlred data fields in tna application are completed and you clicked on tna "ChecIt Package for ErroIlI" button and 
confirmed al data required data fields are c:ompIllled, 

Open and colllpleklall of the documenta lilted In the -Mllldltoty Documenta8 boll. Complete the SF .....U form first. 

• It 'a reeommendad Ihat the SF-424 form be the tlrst form completed for the application package. Data entered on !he SF-424 will populate data rltlds in oilier mandlllOl'{ and 
optional fOl'IM ancllhe liller cannot enter data in these lIalds. 

- The fol'll1ll" In the "Mandatory OOQKllentll" bol< and "OptIonal Documents" may be pradellned forma. such aa SF-424, forms where a document need8 to be attached, 
BUch .. the Projed Namtllve or a comblnllliOn of boIh. "Mandatory Doeumenl5" are requlled for this application. "Optional Oocumam' can be used 10 pl'cMde additional 
support lor Ihlll appllcallon or may be requlled for .peclllc type, of grant activity. Referenee the application package Ill8IrucUons for more Information regarding "OptiONII 
Documlltlli". 

- To OP8l1 and complete a form, \limplv click on the form', name 10 select the item and than cUck on the => button. TtllI will move the ctocument Ie the appropriate "Oocuments 
for Submiealon' bOX and the form Wli be automatic:ally added to your application pack.age. To view the form, SC/'oU down the IICRHIn or select the form name and click on the 
"open Form" button 10 begin completing the nequtllld date llelds. To remove a form/document from the 'Documents for Submission" box. elide the document 011111.10 select it. 
and thetfcUck the <= button. Thl. wi. return the form/document to Ihe "MandatOI'{ Documents" or ·Optional Documents' box, 

~ , 

- All documents listed In the "Mandatory Documents" box must be moved to the 'Mtlndalory Documents for S ubmlsaion' box. Whlln you open a required form, the fields which 
mull be completed lie highlighted In yellow Wlh a /'Bd border. Optlonaillek:ls and completed field, are displayed In while, If you enter Invalid or Incomplete Information in a 
fIaId, you will receive an em:lr mllMil\le. e Click the "'Save & 8ubmlt" button 10 .ubmlt your appllclltfon 10 Granta.gov. 

• Once you heve properly compIated all required dOCuments and attacIled any required or optional dOCllmentaUon, a_the completed appilc:atlon by clicking on the "Seve" 

button. 

- Click 011 the "Check Pacllege for Errore' button to "nllllre thai you have c:omplllled all reqLired date rltlds, Correct .nyerror. or if none are fOllnd. Mve the application 

pa:kage. 

• The "Save & Subm~' button wII become ectlve: click on the 'Save & Submit" button to bagln Ihe application submllillion procees. 
• You will be taken to the applicant lagln page to enier your Gtanta.gov UlI8mame and password, FoIlgw all on_aen inelruclions for Bubmlselon. 

http:Gtanta.gov
http:Granta.gov
http:011111.10
http:academla,.or
mailto:Gladys.Melendez-Bohler@fda.hhs.gov


OMS Number: 4040"()OO4 

Expiration Date: 0313112012 

Application for Federal Assistance SF-424 

• 1. Type of Submission: 

o Preappllcation 

jg] Application 

o ChangedlCorrected AppUcatlon 
' .. 

• 2. Type of Application: 'If ReviSIon, I181ect appropriate letter(a): 

~New [ I 
o Continuation • Other (Specify): 

o Revision I I 
• 3. Date ReeeMICI: .4. Applicant Identifter. 
ICompieted by Granta.goy...,on ...bmlNlon. I 1034094021 I 
Sa. Federal entity IdenUfler: 5b. Federal Award Idenlilier. 

1046002284 I II 
State Use Only: 

S. Date Received by State: I I 17. Slate Appncation Identifier. I I 
8. APPLICANT INFORMATION: 

*a.LegaIName: Icommonwealth of Massachusetts Division of Insurance I 

• b. EmplOyerfTaxpayer Identification Number (EINfTlN): 

1046002284 I 
• c. Organizational DUNS: 

10340940210000 I 
d.Addrass: 

• Street1: 

Stree12: 

• City: 

County/Parish: 

• Stele: • 
<l 

Province: 

• Country: 

• ZIp / Postal Code: 

1
1000 Washington Street 

ISuite 810 

[aoston 

1 

I 
I 
I 
1°:2118-6204 

I 
MA; Massachusetts 

I 
USA: tlNITIID STATES 

I 

I 

I 
I 

I 

I 

•• Organizational Unit: 

Department Name: Division Name: 

IHOUSing and Economic Developme §ivision of InsuranceI 
 I 
f. Name and contact Infonnatlon of person to be contacted on matters Involving tills application: . 

Prellx: 

Middle Name: 

'laatNsme: 

Suffix: 

~iSS 
IClaire 

!parker 

I 

I 

I 

' First Name: lMargaret 

I 
I 

I 

Title: IAide to the commissioner I 
OrganlzaUonal Affiliation: 

I 1 

• Telephone Number: I Fax Number:1617-521-7313 1617-521-7758 

• ElI1IIn: Imargaret.parker8state. rna. uS 

1 

I 



Application for Federal Ass/stance SF-424 

·8. Type of Applicant 1: Select AppRcant Type: 

~, State Government 

Type of Applicant 2: Select Applicant Type: 

I 
Type of Appllcanl3: Select Applicant Type: 

I 
• Other (specify): 

1 I 

I 

I 

I 

*10. NIm. of Fedel'lll Agency: 

10fe .of Consumer Information & Insurance Oversight I 
11. Catalog of Fedel'lll Domestic Anilltanee Number: 

193 . 511 I 
CFDATrtle: 

IrffOrdable Care Act (ACAJ Grants to States for Health Insuranoe premium Review 

*12. Fundirig Opportunity Number: 

IRFA-FD-1O-999 

• TltIe: 
1 

"Grants to States for Health Insurance Premium Review-Cycle I" 
Insurance Oversight (OCIIO) 

Office of Consumer Information and' 

13. Competition 11ktJ!tlflcatlon Number: 

jAooBE - FORMS-B 

TItle: 
I 

cI i
S:) 

14. Areas Affected by Project (Cities. Counties. States. etc.): 

I NI.lllfm~nr'l:~;,:::~<I 1_'"I~'J 
* 15. DesCripUv8 TItre of Appllcenfs Project: 

Enhanoements to the Massachusetts Health Insurance Rate Review Practice: promoting Transparency 
and protecting MaesachusettsConsumers 

Attach supporting docullltilnls as specified irJ agency Instructions.

i-_i\r."n~) If"~ll.'ji¥~ni!~ 



Application for Federal As.lstance SF-424 

16. Congl'8lllo08I Dlatrlcts Of: 

• a. Applicant !MA-008 b. Program/Project !MA-allI I 
Attach an additional Hat of Program/Project Congressional Dlslricta If needed. 

I I \~{jil!i_t~J f,iti\v. IFTr~tiatii·rti~;Jr::::;;:~ 'f I ~"" ~"~' -". A . • _!""... d... ,. ••..• ".(;0, 

17. Proposed Project: 

• a. Start Dale: • b. End Dale:1°8/09/2010 I \09/30/ 2011 I 
18. Eatlmeted Funding (S); 

'a. Federal [ 1,000,000.001 


, b. Applicant ! 0.001 


"c. State 0.001I 
"d. local I 0.001 

• e. Other 0.00/I 
• f. Program Income C 0.001 

'g. TOTAL" ! 1.OOO.ooo.~ 


"". .

*19.'s Application Subject to Review By State Under executive Order 12372 Procna? 

o a. This application was made available to the State under the executive Order 12372 Process for review on I I· o b. Program Is subject to E.O. 12372 but has not been selected by the State for review. 


!&I c. Program Is not covered by E.O. 12372. 


* 20. Ie the Applicant Delinquent On Any Federal Debt? (If ''Yn,''provlde explanation In attachment.) 

DVes !&I No 


If "Yes", provide explanation and attach . 


I I IlIiIt'.f~;;' Il~ll1ir':_ li{I1.~,:,..ti 'iiP urn - . ~. ',' '.",- n' )l(. lEI 

21. "By algnlng this application. I certify (1) to the atatements contained In the list of certificatIons" and (2) that the statements 

herein are true, complete and accurate to the best of my knowledge. I 11a0 provide the required asaurances" and agree to 

comply with any l'8IIulting lennI If I accapt an award. I am a_that any falae. flctltlouB. or fraudulent atatements or claims may 

aubJect me to crlmlnsl. civil, oredmlnlatratlve penalties. (U.S. Code, Title 218. Section 1001) 


!&I*'IAGREE 

.. The list of cer\lficatioos and assurances, or an Internet slle where you may obtain this list, is contained in Ihe announcement or agency 

.specific inSlruCllona. 


Authorized Representative: 


Prefix: \Mrs. • RrlIt Name: IMary
J I 
Middle Name: I I 
• LaitName., IQuay i 

9 

ISuffix: 
1 

• Tille: ~eputy Commissioner of Admini5tration I 
-Telephone Number. 1617-521-7362 I FlIX Number: 1617-521-7717 I 
• Erneil; Imary. carroll.state. rna. us I 
• SIgnature of Author1z:ed Representative: ICMlpletetl by Grants.gov upon UiI1lRlon. ' Date SIgned: IComplelect by atllnlS.goy upon umlPlon.I I 

http:Grants.gov


OMB Number: 4040-0003 

expiration Date: 713012011 


• Applicant OrganlzatlOl1 Name: 
Key Contacts Form 

Icommonwealth of Massachusetts Division of Insurance 

Enter 1"e Individual', role on the project (e.g., project manager, fiscal contact). 

• C6ntIIct1' Project Role: Iproject Manager 

Prefix: ~. I 
·ArstName: IKevin 

Middle Name:lpstrlck I 
• Laal Name: IBeagan 

SuffIx: L­ I 
TIUe: IDeputy Commissioner 

0!llanlzational Aftlllatlon: 

~ealth Care Access Bureau 

• Street1: 11000 Washington Street 

Street2: ISuite 810 

• City: IBoston 

County: 

I I• Slale: MA: Massachusetts 

Province: 
1 1 

• Country: I USA: UNITED STATBS I 
• Zip I Postal Code: IQ2118-6200 I 
• Telephone Number: 1617-521-7323 I 

Fax: e 1617-521-775& IIt> 

• email: IkeVin. beagan.state. rna. us 

;.,....~ ..',,' ;':"!:."":T 

I 

I 

I 

I 

I 

I 

I 
I 

I 

I 
," '."' ",:.' '~,~~\ 



OMS Number: 404()'oo10 
Expiration Date: 0813112011

Project/Performance Site Locatlon(s) 

o I am submitting an application as an Individual, and nat on behalf of a company, state,ProJectlPerformance SIIe Prln'lary Location local or tribal govemment, academia, or alhertype of organization, 

O~an~donNmne: Commonwealth of Massachusetts Division of Insurance 

DUNS Number: [0340940270000 I 
• Street1: 11000 Washington Street 

Province: I 

Street2: ISUite 810 

• City: IBoston 'I County: I ] 
• State: §A: Massachusetts 

.ew~~:~lu=sA==:=UN~I=T=En==s=T=~=T=E=s~====~===-----------------, 

• ZIP I Postal Code: 102118- 6200 ,I •ProJect! Performance Site Congressional District: IMA-all 

o I am submlttlng an application as an individual, and not on behalf of a company, state,Project/Performance Site Loeallon 1 
local or bibal government, academia, or other type oforganization. 

OrganiZation Name: I 
~======~--------------------------~ 

DUNS Number: 

~--~========~--------------~-------,
• Street1: I 

~================================~ 
Street2: I 

~====================~--~======~--------~ 
• City: I County: I 

~===========================-~-=======~--------~ 
• Stale: 

ProVince: I -I 
~================~---------------,

• Coun~: §SA: UNITED STATES 
• ZIP f Postal Code: I • Projecll Performance Site Congressional District: I 

OIJ 

Additional Location,s) \ L-_________--'111fIf'4,#i'M IfiI.]%§.I~¥~~~Rfi1k&MII 



" 

OMB Number: 0980-0204 


Expiration Dale: 1213112009 


Objective Work Plan 

Project: 

Enhancements to the Massachusetts Health Insurance Rate Review Practice: Promoting Transparency and Protecting 
Massachusetts Consumers 

• Year: *. Funding Agency Goal: 

! 1 IDepartment of Health and Human Services Grants to States for Health Insurance Premium Review - Cycle 1 

• ObJective: 

The objective. of the Massachusetts Division of Insurance's grant proposal is to'help make private health insurance 
more accessible and affordable and increase the transparency of the health insurance system by providing new 
oversight of .health insurance companies. 

* Results or Benefits Expected: 

The Division of Insurance's proposed measures are expected to allow for the thorough examination of 
oompanies'"rate filings, by so doing, consumers henefit from less extreme rate increases and greater 
access YD information from carriers. 

• ActlYltl .. .. Position Reaponalble • Time Pirriod • Time Period • NonoS.lary 
Begin End Personnel 

H~ul1l 

We will be investigatIng administrative expense lCevin Beagan 09/09/2010 
and contribution to surplus in Massachusetts and 

109/01/2011 I 694 

nationally to understand trends and how these 
have contrihuted to rate need. 

We will be increasing our review of underlying Kevin Beagan I08/0~/2010 11109/01/2011 I 694 

claims trends to understand utilization and unit 
cost pressures that have increased the need for 
rate increases. 

We are expanding the array of materials that we Kevin Beagan: Chet 11 09/01/2010 109 / 01 12011 I' 1, 6001 
collect from filing companies and plan to use Lewandowski 
outside actuaries to identify individual company 
rata factors and qevelop tools to question the 
assumptions oompanies are using to' develop rates. 

G .... 
We are working with our IT department to enhanoe Kevin Beagan; Nicholas obodo 11°8/09/2010 09/01/2011 II 160 

1 
and standardize methods used to oolleot rate 
review information. 



I!. BUDGET INFORMA liON ",Non..construcUon Programs OMB Aparoval No. 404(1.0006 
expiraTion Date 0713012010 

" SEcnON A - BUOOET SUMMARY 

Grant Program 
Catalog of Federal EstimabHI Unobligated Funds New or Revised BudgetFunction or DomestIc Assistance 


Ac:.tlvlty 
 Num~ ~----F-~---nd-------r----No--~~ed--.-R~I----~-----=Fed~e-~~I-----'r---~N7on-'~~ed~e-~71----'-----~T~~~-'-----1 
la, (b) (e) (d) (e) (f) Ca) 

1. I::: :,,~~ for 11193~- -~ \$ [ 0.001\$ C--- - ~I$ I 1,000,000.0011$ 1_ 0.0011$ I l'OOO.OOO.OO~ 
l'l:aIIium lleV:t... ­
<:yea 1 

r----]2. r-- - -- -II LL-----_---IIc ~'----_----' I L_---' 

1- - - --~I '---_---'3. 
L--_----' I I - I C J [-_----I 

r=- - --:]4. [ - II C'---_-------' r- II 

6. Totals SL 11$ l 1\$ C-i~oo;ooo:ooIIS [ ~-- -IISI _ 1.000.000.001 

Standard Fonn 424A (Rev. 7- 97) 
Prescribed by OMB (Circular A -102) Page 1 

http:l'OOO.OOO.OO


e. 
.. 

SECTION C - NON-FEDERAL RESOURCES. 

(al Grant Program ~ (b) Applicant (c) state I (d) OHler Sources (e)TOTALS 

8. 
.. 

$ 1 I ~$ 1 11$ I • 1\$ [___----I 

9. L~~ II 1 \\ I \1 I 11\'--_ 

II : : I : II : II :...J IIii I I III11·1 . 
12. TOTAL (sum of linea 8-11) $ Is I $1 lis I J 

SECT10N D • FORECASTED CASH NEEDS 
Totalfor 1st Year 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 

13. Federal $1 I $ I I $\ \$1 1,\ I 
14. Non·Federal $\ I 1 I II .1 l I 
16. TOTAL (sum of lines 13 and 14) $1 1$ 1 \$1 I$1 I$1 I 

SECTION E • BUDGET ESnMATES OF FEDERAL FUNDS NEEDED FOR BALANCE OF THE PROJECT 

(a) Grant Program 
(b)Flrst (c) Seconc,t _(e) Fourth 

16.1 liS I IIS\ IIS\ 1\$1.-.1___.........l 

17.\ _ -II I III II L_----' 

18. I· II I II I II '-----__---'I '----__----' 

19. I II I III ~I '--__-----'I '-----_____---' 

20. TOTAL {sum of lines 16 -19) $ $\ $[ 
SECTION F • OTHER BUDGET INFORMATION 

21. Direct Charges: I 122• Indirect Charges: C I 
a~~~1 

Authorized for Local Reproduction Standard Fonn 424A (Rev. 7- 97) 

Prescribed by OMS (Circular A -102) Page 2 



" 

OMB Approval No.: 4(41).0007 
Expiration Date: 07/3012010 

ASSURANCES - NON-CONSTRUCTION PROGRAMS 

Public reporting burden for this collection of information is estimated to average 15 minutes per response, including time for reviewing . 
instructions, searohing existing data soun:es, gathering and maintaining the data needed, and completing and reviewing the collection of. 
information. Send comments regarding the burden estimate or any other aspect of this collection of information, including suggestions for 
redUCing this burden, to the Office of Management and Budget, PapelWOrk Reduction Project (0348-0040), Washington, DC 20503. 

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET. SEND 
IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY. 

NOTE: Certain of these assurances may not be applicable to your project or program. If you have questions, please contact the 
awarding agency. Further, certain Federal awarding agencies may require applicants to certify to additional assurances. 
If such is the case, you will be notified. 

As the duly authorized representative of the applicant, I certify that the applicant: 

1. 	 Has the legal authority to apply for Federal assistance 
and the institutional. managerial and financial capability 
(including funds sufficient to pay the non-Federal share 

o 	 of project cost) to ensure proper planning. management 
(3 and completion ofthe project described in this 

application. 

2. 	 Will give the awarding agenCy, the Comptroller General 
of the United States and, if appropriate, the State, 
through any authorized representative, access to and 
the right to examine ·811 records, books, papers. or 
documents related to the award; and will establish a 
proper accounting system In accordance with generally 
accepted accounting standards or agency directives. 

3. 	 Will establish safeguards to prohibit employees from 
using their positions for a purpose that constitutes or 
presents the appearance of personal or organizational 
conflict of interest. or personal gain. 

4. 	 Will initiate and complete the wort<, within the applicable 
time frame after receipt of approval of the awarding 
agency. 

5. 	 Will comply with the Intergovernmental Personnel Act of 
1970 (42 U.S.C. §§4728-4763) relating to prescribed 
standards for merit systems for programs funded under 
one of the 19 statutes or regulations specified in 
Appendix A of OPM's Standards for a Merit System of 
Personnel Administration (5 C.F.R. 900. Subpart F). 

Will comply with all Federal statutes relating to 
nondiscrimination. These include but are not limited to: 
(a) Title Vlofthe Civil Rights Act of 1964 (P.L 88-352) 
which prohibits discrimination on the basis of race, color 
or national origin; (b) Title IX ofthe Education 
Amendments of 1972, as amended (20 U.S.C.§§16B1­
1683, and 1685-1686), which prohibits discrimination on 
the basis of sex; (c) Section 504 of the Rehabilitation 

PnlYIoua Edltloll U..ble 

Act of 1973, as amended (29 U.S.C. §794), which 
prohibits discrimination on the basis of handicaps; (d) 
the Age Discrimination Act of 1975. as amended (42 U. 
S.C. §§6101-6107). which prohibits discrimination on 
the basis of age; (e) the Drug Abuse Office and 
Treatment Act of 1972 (P.L. 92-255). as amended, 
relating to nondiscrimination on the basis of drug 
abuse; (f) the Comprehensive Alcohol Abuse and 
Alcoholism Prevention, Treatment and Rehabilitation 
Act of 1970 (P.L. 91-616), as amended. relating to 
nondiscrimination on the basis of alcohol abuse or 
alcoholism; (g) §§523 and 527· of the Public Heaith 
Service Act of 1912 (42 U.S.C. §§290 dd-3 and 290 
ee- 3), as amended, relating to confidentiality of alcohol 
and drug abuse patient records; (h) Title VIII of the Civil 
Rights Act of 196B (42 U.S.C. §§3601 et seq.), as 
amended, relating to nondiscrimination in the sale, 
rental or financing of housing; (I) any other 
nondiscrimination prOVisions in the specific statute(s) 
Linder which application for Federal assistance is being 
made; and, (j) the requirements of any other 
nondiscrimination statute(s) which may apply to the 
application. 

7. 	 Will comply. or has already complied. with the 
requirements of Titles II and III of the Uniform 
Relocation Assistance and Real Property Acquisition 
Policies Act of 1970 (P.L. 91-646) which provide for 
fair and equitable treatment of persons displaced or 
whose property is acquired as a result of Federal or 
federally-assisted programs. These requirements 
apply to all interests in real property acquired for 
project purposes regardless of Federal participation in 
purchases. 

8. 	 Will comply, as applicable. with provisions ofthe 
Hatch Act (5 U.S.C. §§1501-1508 and 7324-7328) 
which limit the political activities of employees whose 
principal employment activities are funded in whole 
or in part with Federal funds. 

Standard Fonn 424B IRev. 7·97) 
Prescrtbed by OMB Cirelilar A·102 Authortzed for Local Reproduction 



..-9. Will comply, as applicable, with the provisions of the Davis-
Bacon Act (40 U.S.C. §§276a to 276..7), the Copeland Act 
(40 U.S.C. §275c and 18 U.S.C. §874), and the Contract 
Work Hours and Safety Standards Act (40 U.S.C. §§327­
333), regarding labor standards for federally-assisted 
construction subagreements. 

10. 	 Will comply, if applicable, with flood insurance purchase 
requirements of Section 102(a) of the Flood Disaster 
Protection Act of 1973 (P.L. 93-234) which requires 
recipients in a special flood hazard area to participate in the 
program and to purchase flood insurance if the total cost of 
insurable construction and acquisition is $10.000 or more. 

11. 	 Will comply with environmental standards which may be 
prescribed pursuant to the following: (a) institution of 
environmental quality control measures under the National 
Environmental Policy Act of 1969 (P.L. 91-190) and 
Executive Order (EO) 11514; (b) notification of violating 
facilities pursuant toED 11736; (c) protection of wetlands 
pursuant to EO 11990; (d) evaluation of flood hazards in 
floodplains in accordance with EO 11988; (e) assurance of 
project conSistency with the approved State management 
program developed under the Coastal Zone Management 
Act of 1972 (16 U.S.C. §§1451 et seq.); (f) conformity of 
Federal actions to State (Clean Air) Implementation Plans 
under section 176(c) of the Clean Air Act of 1955. as 

... 	 ~mended (42 U.S.C. §§7401 et seq.); (g) protection of 

underground sources of drinking water under the Safe 

Drinking Water Act of 1974, as amended (P.L 93-523); 

and. (h) protection of endangered species under tf)e 

Endangered Species Act of 1973, as amended (P.L 93­
205). 


Insurance. 
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12. 	 Will comply with the Wild and Scenic Rivers Act of 
1968 (16 U.S.C. §§1271 et seq.) related to protecting 
components or potential components of the national 
wild and scenic rivers system. 

13. 	 Will assist the awarding agency in assuring compliance 
with Section 106 of the National Historic Preservation 
Act of 1966, as amended (16 U.S.C. §470), EO 11593 
(identificetion and protection of historic properties), and 
the Archaeological and Historic Preservation Act of 
1974 (16 U.S.C. §§469a-1 at seq.). 

14. 	 Will comply with P.L. 93-348 regarding the protection of 
human subjects involved in research, development, and 
related activities supported by this award of assistance. 

15. 	 Will comply with the Laboratory Animal Welfare Act of 
1966 (P.L. 89-544, as amended, 7 U.S.C. §§2131 et 
seq.) pertaining to the care, handling, and treatment of 
warm blooded animals held for research, teaching, or 
other activities supported by this award of assistance. 

16. 	 Will comply with the Lead·Based Paint Poisoning 
Prevention Act (42 U.S.C. §§4601 et seq.) which 
prohibits the .use of lead·based paint in construction or 
rehabilitation of residence structures. 

17. 	 Will cause to be performed the required financial and 
compliance audits in accordance with the Single Audit 
Act Amendments of 1996 and OMB Circular No. A-133, 
"Audits of States, Local Govemments, and Non-Profit 
Organizations." 

18. 	 Will comply with all applicable requirements of all other 
Federal laws, executive orders, regulations, and policies 
goveming this program. 

"TInE 

!oeputy Commissioner of Administration 

• DATE SUBMITTED 

Icompleted Oro;jmiQ/J:r. )1Irtl2.90v. 

Standan:t Form 424B (Rey. 7-971 BIlek 



DISCLOSURE OF LOBBYING ACTIVITIES 
Approved by OMB 

Complete thla form to dilcloae lobbying activities purauant to 31 U.S.C.1352 0348-0046 

1... Type of Federal Action: 
Da.contracl 

b.grant 

c. <ooperatille 3QfNm"nl 
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2. * Status of Federal Action: o a. bldloll'er/opplcaOon 

[8] b. Inltial award 
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[8] 1.lnI~.1 ftllng

Db maIAII1a1c11enge 

4." Name and Address of Reporting Entity: 

[8]Prine DSubAwan:lM 

'NIm8 
ICon'Ilcmwealth of .....chuaett.e bivlaJ.on of In.:uance 

Cong ...... ional Dllllrict. Itk_: IHII.· 00 S 

5. If Reporting Entity In No.4 Is Subawardee. Enter Name and Address of Prime: 

6. * Federal Department/Agency: 
IOCIIO.BBS 

8. Federal Action Number, known: 9. Award Amount, if known: 
$1 1,000,000.001 

10. a. Name and Address of Lobbying Registrant 

PteIIx 1 1-FI,..,Na .... In/a 	 IM/~Name I 
".!. .....- I I ....... ....:======::::;-------'
~~'~-.=~=a====================~~ --I'S/INt 1 .-	 S/r&tIf2 r-I~====::::..------------, 

Zip 1 

b.lndlvldual Perfonnlng Services (InCludir1gadllreulfdlllerenlfromNo.IOa) 

PrwII>r I I'Fi,.., NIl",.. I",.. IMIddle Name. I I 
'!.all Nama Inla I Suflix I~====:::;-___-J 

'~1 ~======================~1~~~21'-~======~-----------~ 
S1eht 

11. 	 Intormallon requelllld through "'II 101111 Is authorIZed by t1I!alll U.S.C. section 1362. This dlacloaure of lobbying adlvllles II a matarlall1lf)l'llantatlon ottad upon whi<:h 
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$10.000 and nIH m n '100.000 for aaoh , 
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DeVAL L. PATRICK 
GOVERNOR 

OFFICE OF THE GOVERNOR 

COMMONWEALTH OF MASSACHUSETTS 
STATE HOUSE • BOSTON, MA 02133 

(617) 725-4000 

TIMOTHY P. MURRAY 
LIEUTENANT GOVERNOR 

July 7,2010 

Honorable Kathleen Sebelius, Secretary 
U.S. Department of Health and Human Services 

200 Independence Avenue, S.W. 


o Washington, D.C. 20201-0004 

Dear Secretary Sebelius: 

Please be informed that the Commonwealth of Massachusetts 
endorses the submission of the Division of Insurance's proposal for 
the Patient Protection and Affordable Care Act (PPACA) Grant to 
States for Health Insurance Premium Review - Cycle 1 in the amount 
of $1,000,000.00. These funds would significantly enhance the 
process by which the Division reviews health insurance rates. 

These proposed enhancements are to be implemented under 
the direction of the Division of Insurance and will allow for greater 
transparency and a more thorough analysis of health insurance rate 
filings. In addition, I provide my assurance that any grant funds 
received will be used only to enhance the current rate review efforts 
of the Division and will not be used as a substitute for existing funding 
for such efforts. 

In October of 2009, I charged my Secretaries of Housing and 
Economic Development, Health and Human Services, and 
Administration and Finance with exploring and evaluating all 
reasonable options to address the rising costs of health coverage 
impacting Massachusetts' small businesses. These agencies 
continue to work diligently on this directive in an effort to bring both 

http:1,000,000.00


Secretary Sebelius 

July 7,2010 

Page Two 


immediate and long-term relief to Massachusetts' residents. The 
~ • Division's proposal to enhance its existing health insurance rate 

review measures is perfectly aligned with this mission. 

As health care costs and health premiums are continuing to rise 
at alarming rates, the actions described in this proposal are 
necessary and overdue. 

cc: Joseph G. Murphy, Commissioner of Insurance 

" 

" 
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COMMONWEALTH OF MASSACHUSEITS 

Oftiee of Consumer Affairs and Business Regulation 


DIVISION OF INSURANCE 

1000 Washington Street, Suite 810' Boston, MA 02118-6200 


(617) 521·7794' FAX (617) 521·7758 

http://www.mass.gov/doi 


DEVAL L. PATRICK GREGORY B1ALECKJ 
GOYERNOR SECRETARY Of HOUSING AND 

ECONOMIC DEVELOPMENT 

TIMOTHY P. MURRAY BARBARA ANTHONY 
LmlTl'l!NANTOOVERNOR UNDERSECRETARY OF CONSUMER AFFAlRS 

AND BUSINESS REGULATION 

JOSEPH G. MURPHY 
COMMISSIONER Of INSURANCE 

July 7, 2010 

Mr. Jay Angoff 
Director 
Office of Consumer InfOlmation and Insurance Oversight, HHS 
Ropm 738 G, HHH Building 
.zoo Independence Avenue, SW 
Washington, DC 20201 

Re: 	 Grants to States for Health Insurance Premium Review - Cycle I 
CFDA: 93.511 

Dear Mr. AngofI: 

The Commonwealth of Massachusetts Division ofInsurance ("Division"), is respectfully 
submitting our application for a grant itl the amount of $1 ,000,000 for the "Grants to States for 
Health Insurance Premium Review Cycle I" made available by the Patient Protection and 
Affordable Care Act of 2010 ("PPACA"). Massachusetts has been at the forefront of the effort 
to ensure that all residents have adequate health coverage and, as a result, is well aware ofthe 
challenges in controlling health costs in that environment: The Division has already initiated 
efforts to begin review of insurance carriers' premiums and rate iricreases and is committed to 
continuing and enhancing those efforts. This grant will allow the Division to develop additional 
guidelines and mechanisms to assist with premium review, increase capacity for handling 
reviews, develop mechanisms to improve transparency and broaden the scope ofthe types of 
rates reviewed. 

As"Deputy Commissioner of the Division ofInsurance and Director of the Health Care Access 
'" Bureau, I will be the Project Director of the grant project. My contact infonnation is: 

Kevin Beagan Phone 617-521-7323 
Deputy Commissioner Fax 617-521-7750 
Division of Insurance e-mail addressKevin.beagan@state.ma.us 
1000 Washington Street; Suite 810 
Boston, MA 02118 

mailto:addressKevin.beagan@state.ma.us
http://www.mass.gov/doi


Mr. Jay Angoff 
July 5, 2010 
.Page 2 

""THe Division has the existing authority to oversee and coordinate the proposed activities and is 
capable of convening a suitable workgroup ofall relevant members. In addition, I provide my 
assurance that any grant funds received will only be used to enhance the current rate review 
efforts of the Division, and will not be used as a substitute for existing funding for such efforts. 

Thank you for your consideration of this application. If you have any questions about this 
application or the activities proposed, please feel free to contact me. You may also contact 
Margaret C. Parker at 617w521;.7313 or margaret.parker@state.ma.us. 

mailto:margaret.parker@state.ma.us
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The Commonwealth of Massachusetts Division of Insurance ("Division") submits this proposal 
that is intended to enhance the current rate review process in several ways. The proposed 

. enhancements include development of additional tools for reviewing and determining the 
reasonableness of rate proposals, expansion of the array of materials collected from filing 
companies, expansion of the scope and types of rates reviewed, development of additional 
technical tools to assist In review, and development of new consumer oriented website 
materials to provide additional transparency into the review process and the rates offered. 

The Division has to date only been able to complete a cursory analysis of daim cost trends, 

administrative expenses .and contribution of surplus needs of those companies filing small 

group health insurance rates. The Division intends to commission various studies to evaluate 

Massachusetts market conditions and structures that affect the cost drivers leading to rate 


. increases; examine utilization, technology and unit cost trends In the market; and look at ways 

to i"mpact the increase in health costs. 

Based on recent analysis, it is apparent that the Division must expand the array of materials 
collected from filing companies in. order to more fully. explore the detailed actuarial basis for 
requested rate increases. Working with contracted consultants, the Division intends to 
examine materials that focus on individual company rate factors and to develop tools to 
question the assumptions that companies use in developing rates. In addition, the Division 
intends to develop new tools that would require filers to provide separate claims trends and 
administrative costs in order to track spending in these areas; devote additional research to 
evaluating filers' positions on contributions to surplus and investment income; and develop 
internal models to assist the actuaries in evaluating utilization forecasts. 

The Division has currently completed rate reviews for only.certain types of small group and 
individual plans and only utilizing limited review elements. The Division intends to continue the 
types of reviews already undertaken on an ongoing basis, increase the scope of material 
analyzed as part of the revIews, and add additional types of plans to the review process, 
including review of large group rates. 

The Division intends to develop new tools that will require companies to separately report 
claims trends and administrative costs so that spending can be tracked in such areas and to 
~v"elop models to assist the actuaries in evaluating utilization forecasts and to develop 
enhanced and standardized methods to collect rate review information so that it can be 
aggregated and effectively reviewed by actuarial staff. 

Finally, the Division intends to standardize the data received in the rate review process, to 
enhance the consumer information that is made available on the Division's website associated 
with the rates of all the products that are available in the market, and provide more ready 
access to information on the rate review process. 
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Enhancements to the Massachusetts Health Insurance Rate Review Practice: 

Promotin& Transparency and Protectin& Massachusetts Consumers 


a) Current Health Insurance Rate Review Capacity and Process 

General health insurance rate regulation infonnation 

In the Commonwealth of Massachusetts Insurance companies are licensed and regulated by the Division 
~ 	 . 
of Insurance under M.G.L. c, 175. Health maintenance organizations (HMOs) are licensed and regulated 
under M.G.L. c. 176G and regulation 211 CMR 43.00. Non-profit hospital service corporations (Blue 
Cross) and medical service corporations (Blue Shield) are organized and regulated under M.G.L. c. 176A 
and M.G.L c. 176B respectively. In addition, the individual market and the small group market are 
regulated together (the merged market) under M.G.L. c. 176J and regulation 211 CMR 66.00. Certain 
closed individual plans continue to be regulated under M.G.L. c. 176M and regulation 211 CMR 41.00. 

Merged Market (individual and small group markets combined) 

Individual plans and small group plans are combined and regulated together under M.G.L c. 176J and 
211 CMR 66.00. Premiums are adjusted community rated and must be established according to the 
following: 
• 	 The group base premium rates may not exceed two times the group base premium rate that could 

be charged by a carrier to the eligible small group or eligible indiVidual with the lowest group base 
premium rate fOr that rate basis type within that class of business in that group's or individual's 
geographic area. 

• 	 The carrier must develop a base premium rate for each rate baSis type and may develop and use 
one or more of the following rate adjustment factors, provided that together the adjustments fall 
within a range between 0.66 and 1.32. Factors include age, industry rate, participation-rate, 
wellness program rate, and tobacco use rate. 

• "The carrier may apply additional factors that would apply outside the 0.66 to 1.32 equivalent rate 
'" 	 band. Factors include benefit level, area rate, rate basis type [single, two adults, one adult and 

child(ren), family], group size, and intermediary discount. 
• 	 The carrier may not charge a premium rate based on the eligible individual's or eligible small 

business' health status, duration of coverage, or actual or expected claims experience. 
• 	 The carrier must annually file with the Division an actuarial opinion that the carrier's rating 

methodologies and rates comply with the requirements of M.G.L c. 176J and 211 CMR 66.00. 

Effective in 2010, HMOs and Blue Cross Blue Shield must submit proposed small group base rates for all 
small group products at least 90 days prior to the proposed effective date(s} according to 211 CMR 

·43.00. 

Large Group Market 

Effective in 2010, HMOs and Blue Cross Blue Shield must submit proposed large group base rates for all 
products at least 90 days prior to the proposed effective date{s) according to 211 CMR 43.00. 

" 
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Closed Individual Plans 

Individual guaranteed issue plans issued prior to the merging of the individual and small group market 
continue to be regulated under M.G.L. c. 176M and 211 CMR 41.00. These plans may establish 
premiums considering the following: 

• The carrier may establish an area rate adjustment for each different geographic region that must 
range from .80 to 1.20. 

• The carrier may establish an age rate adjustment which may range from 0.67 to 1.33. 

"" In reviewing the submitted rates, the Division computes an average adjusted composite rate for each 
type of closed guaranteed issue health plan and calculates the standard deviation for the submitted 
adjusted compOSite rates. A rate filing will be subject to further review if it is determined that the 
adjusted composite rate filed by the carrier exceeds the average adjusted composite rate for that type 
of guaranteed issue health plan or closed guaranteed issue health plan by more than two standard 
deviations and the proposed composite rate also exceeds 110% of the carrier's current composite rate 
for the. plan. The carrier may adjust the rate proposal based on the review. 

Information Technology (IT) and systems ciij>acinr 

The Division currently participates in the System for Electronic Rate and form Filing (SERFF). All filers are 
required to transmit all rate filings via SERFF. 

No other use is made of IT systems at this time in the review of rate filings and no further use had been 
contemplated prior to the development of this grant proposal. 

Consumer Protections 

Rate filings are public record and available for public viewing upon completion of the internal review. 
The Massachusetts Public Records Law, M.G.l. c.66, sections lOla) and (b) and c.4, section 7(26)(a-s), 
Bravides that all records made or received by an agency are public, unless they fall within one of the 
specifically enumerated exemption to the public records law. M.G.L c.4, section 7(26)(d), commonly 
known as the deliberative process exemption, provides an exemption from disclosure for materials that 
if disclosed prematurely would taint the deliberative process, and applies to matters within an ongoing 
deliberative process. The Division of Insurance invokes this exemption for all rate filing during the 
internal review period. At such time as the review has been completed, -all materials relative to the 
review of the rate filing become public record. Access to public documents at the Division of Insurance 
is available by appointment during business hours each day. 

o Are summaries ofrate changes offered in plain language for consumers? 

The Division does not at this time provide any summaries of rate changes. 
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o 	 How much advanced notice is given to consumers prior to proposed rate changes? Are 
consumers provided with official comment periods to review and comment on proposed 
rate changes? 

The Division does not at this time provide an official comment period on rate review and rate changes. 

Existing Rate Hearing Processes 

Under Massachusetts law, the Division has the authority to disapprove the insured health plan rates 
offered in Massachusetts by Blue Cross and Blue Shield of Massachusetts, Inc. (M.G.L c. 176B, § 4) and 
licensed Health Maintenance Organizations (M.G.L c. 176G, § 16) if the rates are unfairly discriminatory, 
excessive, inadequate or unreasonable to the benefits provided. 

On the regulatory front, in February 2010, Governor Patrick directed the Division to issue an emergency 
regulation, 211 C.M.R. 43.00, requiring carriers to file their proposed small group rates at least 30 days 
in advance starting with the with April 1, 2010 effective dates. Prior to this change, carriers fUed their 
proposed rates on their effective date. This exercise required the carriers to file little more than an 

c 	 . 
Excel spreadsheet with the Division. There was no opportunity for the Division to review these 
'\Droposed rates before they became effective. Carriers are· now required to file substantial 
documentation to support their proposed rates. 

Under this new regulatory structure, in early March, the carriers filed their proposed base rate changes. 
These ranged from 6% at the low end to a high of 34%. Again, these are base rates. When you factor in 
the statutorily allowed rating factors (geography, group size, age, etc., these rates can be considerably 
higher). After reviewing the Information 001 actuaries received from the carriers for the rate filings with 
April 1 effective dates, it was determined that in the vast majority of cases, the carriers failed to meet 
the statutory threshold that rates not be excessive or unreasonable in relation to the benefits provided. 

Under this regulatory scheme, the carriers have the option to appeal those disapprovals through an 
adjudicatory hearing process before independent hearing officers at the Division. The Attorney 
General's Office also has the option intervene in those hearings. Additionally, the carriers may resubmit 
modified rate filings at any time for consideration by Division technical staff. 

As the carriers file rates quarterly, on June 1, DOl received proposed rates for the July 1 quarter. 
Division technical staff is currently reviewing those rates and determining if any of those rates should be 
disapproved. 

Consumer Inquiries and Complaints 

o 
Rle Consumer Services Section (CSS) of the Massachusetts Division of Insurance handles all manner of 
consumer inquiries and complaints through a phone hotline and through a formal complaint process. 
During 2008 and 2009 combined, approximately 52,000 calls came in to the CSS phone hotline. Nearly 
15,000 of these calls involved some sort of question or inquiry regarding a health insurance product or 
health insurer. Another 2,600 calls are actual complaints about health insurance. Among those 2,600 
complaint calls, the most common reasons were: Denial of Claimj Coordination of Benefits; Delays; 
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Coverage; and, Further Consumer Education. Complaints regarding the rates or premiums for group or 
individual coverage were infrequent during this two year period . 

..DUring the same time, C55 handled nearly 3,300 formal written complaints against insurance companies 
and producers. Approximately 750 of those formal complaints concerned health insurance.. The vast 
majority of these health insurance complaints involved some sort of claims issue such as a denials, 
delays or coordination of benefits. Another common complaint among individual products is marketing 
issues such as misrepresen~ation. Complaints involving rates amounted to less than 1% of all health 
complaints and consisted of billing issues rather than complaints about underlying rates. 

For the Division of Insurance, most complaints regarding health insurance rates in the individual or small 
group market come in as individual letters to the Commissioner or complaints to legislators that are 
forwarded to the Division. During 2008 and 2009, the Division handled approximately 100 such inquiries. 
These communications universally involve either individuals or owners of very small businesses who 
have endured a series of large rate increases for their individual or small group health insurance policy . 

. They all relate stories of repeated rate increases each of which is much higher than the rate of inflation. 
These consumers frequently decide to scale back coverage as an initial strategy for dealing with the rate 
hikes, but they then face similar increases on the scaled back coverage the following year. By the time 
they contact their legislator or the DiviSion, they have reached the outer limit of their ability to absorb 
increases for minimum creditable coverage. 

The relatively small number of these direct complaints on health insurance rates is due in part to the 
pathways of communication used by the Division of Insurance. Our consumer hotline and formal 
complaint process are designed to assist consumers with a solvable problem or provide a referral to an 
oiJppropriate agency. The inability to afford basic health insurance is not a problem the CS5 can 
effectively "solve." Most consumers faced with unaffordable insurance premiums understand that the 
Division does not simply set a price for each consumer. That being said, the Division needs the stories, 
ideas and feedback from consumers in the individual and small group markets - the people who directly 
pay for the cost of their health coverage. We presently do not have a sufficient social media presence 
that can elicit meaningful data from this segment of the health Insurance market. The addition of an 
employee dedicated to marketing activities on health insurance issues and information could raise the· 
Divisions profile among the consumers who can offer the most information to us about their insurance 
experience. 

Resources and Capacity for Reviewing Health Insurance Rates - Budget and Staffing 

The Division of Insurance has a budget of $12.761 million for FY2010. It is estimated that the Division 
will be responsible for revenue of approximately $32.550 million for this period. 

The Health Care At:cess Bureau within the Division of Insurance is responsible to monitor access to and 
the affordability of insured health coverage in Massachusetts. The Health Care Access Bureau has a 
budget of $1.1 million for FY2010, It is estimated that the Division will only be able to expend 
approximately $700,000 of this budget during the fiscal year, The budget is fully funded by assessment 
on the insured health industry within Massachusetts. There is no specific breakdown of resources 
segregating the review of the individual/small group markets from all other health insurance markets. 

" 
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Qualifications for Rate Review Staff 

The Health Care Access Bureau is statutorily composed of a deputy commissioner, an actuary, a 
researcher and a finance expert 

The Deputy Commissioner is a 15 year DOl supervisor of health coverage with Masters in Public Health 
and Public Policy 

The Actuary is a Fellow of the Society ofActuaries with over 25 years of experience in the life and health 
fields. 

The Researcher has 5 years of experience in the insurance industry with a Masters degree in Business 
Administration. 	 . 

The Finance Expert is a CPA with over 25 years of experience in the review of health carriers' financial 
systems. 

Due to hiring freezes, the DOl has not been able to hire additional staff and relies on external actuarial 
firms with Fellows of the Society of Actuaries from large and small consulting firms knowledgeable 
about the Massachusetts market participating in the reviews, 

• 	 Ifavailable, provide the total number o/health insurance rateftlings that are received/or the 
individual and/or group markets (annually and/or monthly), and the average amount o/time that is 
required to complete the review process. 

During the April 2010 process, health carriers submitted filing materials that pertain to 274 small group 
base rates, It Is antiCipated that the Division will get at least this number of filings each quarter or filings 
for over 1000 base rates per year. Based on the initial reviews, and not building in the cost of rate 
hearings, the average review could take 5 hours per base rate. 

b) Proposed rate review enhan~ments for health insurance 

txpanding the scope of current review and approval activities 

Under Massachusetts law, the Division of Insurance has the authority to disapprove the insured health 
plan rates offered in Massachusetts by Blue Cross and 81ue Shield of Massachusetts, Inc. (M.G.L c. 176B, 
§ 4) and licensed Health Maintenance Organizations (M.G.L c. 176G, § 16) ifthe rates are unfairly 
discriminatory, excessive, Inadequate or unreasonable to the benefits provided. Following the 
promulgation of emergency regulatory changes to 211 CMR 43.00 and the issuance of Bulletin 2010-05 
in February 2010, the Division implemented procedures to collect rate filing information for small group 
plans beginning March 1, 2010 for rates effective April 1, 2010. Regulations have been slightly 
modified since that time to extend the review period to 90 days for rates intended to be effective on 
and after October 1, 2010. Our Division is continuing to seek legislative changes that would extend the 
Division's review authority to all types of insured health plans and to change the standards that would 
apply to the rate review process. 
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During March 2010, the Division shifted internal resources to review the Aprill, 2010 small group filings 
and disapproved 235 out of 274 small group base rates. Following this disapproval, members of Division 
staff have been actively Involved in administrative rate hearings to review the disapproval decisions. 
These hearings are expected to not be complete until later this summer. While these hearings are going 
on, the Division's staff and consulting actuaries are actively reviewing submitted rate filings intended to 
be effective July I, 2010. These reviews and hearings have only been in place for three months, but they 
have already created substantial shifts in the use of Division resources away from the regulation of other 
items. The cost of such reviews are expected to increase by fourfold over the next fiscal year as this is 
applied to a full year's worth of rate filings and to an expanded array of products, including lar.ge group 
rates and those offered by insurance companies. 

it is estimated that this will require approximately $150,000 of additional legal support to work on the 
new regulatory tools and participate in the hearings that are associated with any disapprovals. 

In addition to the company-by-company rate reviews, the Division's Health Care Access Bureau has 
commissioned actuarial studies of Massachusetts market conditions and structures to evaluate the cost 
drivers that are leading to the' insured health plan rate increases. Recognizing that Massachusetts' 
tarriers' medical loss ratios are in the 85-90% range, the Division is aware that much of the rate increase 
pressure is due to increased use of services and the use of more expensive services. The Division has 
devoted a large share of its health care budget to study drivers so that it may contribute to the debate 
about ways to best impact the increase in health costs. 

It is estimated that this will require approximately $250,000 of additional support to examine utilization, 
technology and unit cost trends in the overall market to evaluate their impact on the cost of coverage in 
the market. 

Improving Rate Filing Requirements 

In its initial March 2010 review, the Division was only able to do a quick analysis of the claim cost trends, 
administrative expenses and contribution of surplus needs of those companies filing small group health 
insurance rates. Based on our first review, we are aware that we if) the Health Care Access Bureau need 
to expand the array of materials that we collect from filing companies that explore the detailed actuarial 
basis for the requested rate increases. Working with external actuaries, we intend to examine the 
materials that will zero In on indiVidual company rate factors and develop the tools to question the 
assumptions that companies are using to develop rates. We do intend to develop new tools that will 
require companies to separate claims trends and administrative costs into standardized buckets so that 
we can track spending in certain areas and we do intend to devote additional research to evaluate 
cOl1lpany positions on contributions to surplus and investment income. We also expect to develop 
"'ternal models that will assist actuaries to evaluate utilization forecasts. 

It is estimated that this will require approximately $100,000 of contracted actuarial support to conduct 
the analysis and develop the new tools for us to collect and review the rate filings in a more in-depth 
manner. 

Enhancing Rate Review Process - Staffing 
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• 
tifn its initial March 2010 review, the Division was on1y able to do a quick analysis of 274 small group rate 
increase filings intended to be effective April 1, 2010. In order to conduct this one review, the Division 
hired 2 external actuarial firms to assist in the review of the rates at a cost of over $50,000. It is 
anticipated that the cost of conducting the review of rates intended to be effective July 1, 2010 will also 
cost this amount. 

It is estimated that this will require approximately $400,000 of additional contracted actuarial support . 
to conduct the reviews necessary for the next fiscal year, especially if we expand the scope of each 
review and look at more than small group rate filings. 

Enhancing Rate Reyiew Process-IT Capacity 

In its initial March 2010 reView, the Division was only able to do a quick analysis of the claim cost trends, 
administrative expenses and contribution of surplus needs of those companies filing small group health 
insurance rates. Based on our first review, we are aware that we in the Health Care Access Bureau need 
to expand the array of materials that we collect from filing companies that explore the detailed actuarial 
basis for the requested rate increases. Working with external actuaries, we intend to examine the 
materials that will zero In on individual company rate factors and develop the tools to question the 
assumptions that companies are using to develop rates. We do intend to develop new tools that will 
require companies to separate claims trends and administrative costs into standardized buckets so that 
we can track spending in certain areas and we do Intend to devote additional research to evaluate .. 
GOmpany positions on contributions to surplus and investment income. We also expect to develop 
internal models that will assist actuaries to evaluate utilization forecasts. 

It is estimated that this will require approximately $50,000 in consultant work to pay for enhanced and 
standardized methods to collect rate review information so that it can be aggregated and effectively 
reviewed by actuarial staff. This will improve the reliability of information collected from filing 
companies and standardize the materials that are reviewed by the internal and external actuaries 
reviewing submitted rate filings. 

Enhancing Consumer Protection Standards 

It is estimated that this will require approximately $50,000 in consultant work to improve the 
transparency of information on the Division's website associated with the rates of all the products that 
are available in the market. 

c) Reporting to the Secretary on Rate Increase Patterns 

During the April 2010 process, health carriers submitted filing materials electronically that would allow 
us to report on the majority of the identified data elements. We are aware that we in the Health Care 
Access Bureau,need to expand the materials and data that we collect from the companies as part of the 
rate filings. In addition, we will need to expand our reporting capabilities so that we can develop an 
(Wtomated process to provide the noted data to the Secretary. Working with the Division's IT staff, we 
intend to improve our IT systems to allow us to capture and report on the noted data elements, and also 
to allow for more robust internal analysis of the rate filings received from the companies. We will also 
need to work with our IT staff to create a process to collect and report on the aggregate data for rate 
filings In each market segment in an efficient manner. It is estimated that this will require 
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approximately $50,000 ofadditionallT support and system development to provide data on the health, 
insurance rate trends. 
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Proposed TimeliDe for Implementation of Enhancements to Premium Review Process 
for Massachusetts Division of Insurance 
July 7,2010 

Develop research Determine types and scope of research K.Beagan Timeline may be affected by I 09/09/10 
projects designed to projects C. Lewandowski availability ofexisting 
provide additional information and/or need to 
information to enhance Procure consultants to complete the field surveys to collect data. I 09/23110 
rate review process research 
(e.g., national, 
regional and local IWo~kwith consultants to refme the I 09/23 - 1 0/3Ul O. 
medical trends, projects 
national, regional and 
local medical costs by I Review progress with consultants I 12114110 
provider type, 
administrative cost . ! Review draft reports I 3/3Ull 
trends, etc.) 

Receive final re rts· 4/30/11 
Utilizing information Identify additional information to obtain K. Beagan 5/31/11 
from research, develop from health carriers C. Lewandowski 
enhanced review I 6/30/11 
criteria Draft guidelines for submission of new 

information and enhanced review criteria 

1 
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Increase number 
rate filings reviewed. 

Increase legal 
work on rate hearings 
and other legal 
activities related to 
rate reviews. 

Increase number ofcontracted actuaries to 
assist in completion ofrate reviews. 

Increase number of contracted actuaries to I K. Beagan 
assist in completion of rate reviews. 

8/1/10 to 06/30/11 

2 
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Software to assist in IReview available software 
rate review 

Evaluate which software would be most 
useful in rate review 

Purchase any appropriate software 

Install and test software 
DOl website to Develop plan to purchase or develop 
include information on website information 
rate review· 
proposals/reviews. Follow-up on development ofwebsite 

information 

Install 

Develop user friendly summaries of rate 
reviews to post on DOl website 

Examine existing databases and where 
quality/cost I maintained 
information 

Determine ways to improve existing 
databases or develop new ones. 

Determine method to displaylshare 
information in database. 

N.Obodo 110/09110 
C. Lewandowski 

1 11109/10 

I 11/23/10 

12115110 
N.Obodo Costs ofeither developing or 10/31110 
C. Lewndowski purchasing such web access 

to information could be very 
costly I 12/01110 

112/15110 

K. Beagan 

IOJ/3l111 

11/01110 

112/31/10 

16/30/10 

3 
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BUDGET SUMMARY I 

'--­
Calego[ll Federal ReQuest Total 

MGMT & LEGAL PERSONNEL $139,952.97 i $139,952.97 
FRINGE ON PERSONNEL $44,547.03 $44,547.03 
CONTRACT CONSULTANTS $347,050.00 $347,050.00 
CONTRACT ACTUARIES $400,000.00 $400,000.00 
EQUIPMENT & iT COSTS $50,000.00 $50,000.00 
~-

TOTAL DIRECT COSTS $981,550.00 $981,550.00 
INDIRECT COSTS* $18,450.00 $18,450.00 

, 

TOTAL PROJECT COSTS $1,000,000.00 $1,000,000.00 
*Jerry Stephenson will calculate indirect cost rate for FY2011 by 9/01/2010 

PERSONNEl - Federal Request
1---' 

Position ~ Annual Salarv/Rate Level of Effort Cost 

Proj Dir Kevin Beagan $105,237.34 10% $10,523.73 
, 

Ass Proj Dir and Actuary Chet Lewandowski 
, $105,000.00 60% $63,000.00L-' -­

I 
legal Support 1 TBD $80,021.00 35% $28,007.35---,,--, - -~ 

ILegal Support 2 TBD $73,901.001 30% $22,170.30j 
~, 

'TBDLegal Support 3 $65,006.35 I 25% $16,251.59 
Total $139,952.97 

FRINGE BENEFITS - Federal Rate 3!.83% of salary $44,547.03 
_ .... _-­ _ .... ­
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CONTRACT CONSULTANTS (Projects to Improve Rate Reviev1Process) I 

Group Name 
.. 

Contract Rate •
Hours Cost 

Study 1 n/a- ­ $250.00 400 $100,000.00 
Study 2 n/a $250.00 400 $100,000.00-
Study 3 n/a $250.00 302 $75,500.00 
Study 4 n/a $250.00 . 286.2 $71,550.00- ­

Total 1388.2 $347,050.00 
, -

~ONTRACT ACTUARIES (To conduct aqditional rate reviews) 
, 

Group Name Contract Rate Hours Cost 
Actuary 1 n/a $250.00 400 $100,000.00 

Actuary 2 n/a $250.00 400 $100,000.00 

Actuary 3 n/a $250.00 400 $100,000.00
i-

n/a $250.00 $100,000.00Actuary 4 400 
Total 1600 $400,000.00 

. 

EQUIPMENT Jygg Cost 

Hardware HP Server $25,000.00
f--­

$15,000.00Software Laserfiche Software 

IOther $10,000.00 

! Total $50,000.00 

I--­
INDIRECT COST RATE - Federal Rate 10.00% of salary $18,450.00 _ .... ­
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" KEVIN PATRICK BEAGAN 

GOVERNMENT AND INSURANCE EXPERIENCE 
Massachusetts Division of Insurance -Boston, MA 1994-20 lO 
Deputy Conunisioner, Health Care Access Bureau and Director of State Rating Bureau 

Directs staff in the review of of all health, life and property/casualty products offered by commercial 
insurers in Massachusetts, including the State Rating Bureau filings that are part of statutory rate 
setting processes for automobile, workers' compensation, Medicare Supplement hearings. 

Advises the Commissioner of Insurance and the Legislative Joint Committee on Insurance regarding 
the impact of certain bills or products on the P&C coverage market in Massachusetts 

Coordinates state development of consumer materials on P&C, life and health products. 
Director of Bureau of Managed Care . 

Rewrote all the Massachusetts regulations affecting insured health benefit plans. 
Coordinated implementation ofmanaged care overhaul legislation affecting carriers' coverage, 
provider networks, managed care systems and fmancial reporting .. 

Director of Health Unit, State Rating Bureau 
Supervised regUlation of all health insurance products offered by HMO, Blue Cross/Blue Shield, 
and commercial insurers in Massachusetts. Coordinated review of insured managed care, small 
group, nongroup, Medicare supplement, long-term care insurance, disability income and dental 
plans according to the Commonwealth's statutes and regulations for health insurance 

Coordinated project to review health insurance statistical reports; issued guidelines to 
insurance carriers to standardize reported data and facilitate the collection of information. 

Recipient of2001 and 2008 Manuel Carvalho Awardx for Excellence in Public Service. 
" 
Massachusetts State Budget Bureau- Boston, MA 1991-1994 
Fiscal Policy Supervisor and Budget Analyst 

Supervised staff evaluating agency spending/revenue budgets and facility consolidation plans, 
Negotiated modifications to agency submissions, analyzed budgetary impact of agency and 
legislative initiatives, and developed spending recommendations for Budget Director's approval . 

Kaiser Foundation Health Plan 
Senior Medical Economics Analyst- Washington, DC and Hartford, CT 1988-1991 

Developed all membership and utilization forecasts for Northeast Region's budgets 

OTHER PROFESSIONAL EXPERIENCE 
Johnson & Higgins, Pension Plan Actuarial Assistant- NY, NY & San Francisco, CA 1984-1986 
Kwasha Lipton Consulting, 401(K) Account Manager- Fort Lee, NJ 1983-1984 

EDUCATION 
U of California, Berkeley. Master of Public Policy (MPP), Master of Public Health (MPH) 1985-1988 
Brown U, Providence, RI; Bachelor of Arts in Economics and International Relations 1978-1982 

EDUCATION 
Attleboro Youth Soccer, Recreation and Assstant Director -for over 800 children 

Boy Scout Troop 25, Attleboro, Advancement Coorindator 

" 

2003-2008 
2007-2010 
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EXPERIENCE: 

Chester T. Lewandowski 
326 Dartmouth Street 

Bostqn, Ma. 02116 
(617)-247-1176 

Massachusetts Division of Insurance 
~ "February, 2008 -.Present 

I am the health actuary with the Division of Insurance (DOl). In that 
role, I review health insurance rate filings to verify that the rates are 
neither excessive nor inadequate. Additionally I update various 
articles that assist consumers in making insurance choices. I also 
have done several special reports on topics, such as, long-term care 
insurance and rate increases on small group rate increases. 

New England Life Insurance Company, Boston, Ma. 
January, 1983- August, 2005 

Through 1996, New England Life was a mutual insurance company. 
In 1996, New England Life merged with Metropolitan Life Insurance 
Company with Metlife being the surviving legal entity. A stock life 
subsidiary of Metlife, called New England Life, was created in 1997. 
Metlife became a stock company in April,· 2001. 

<'!I I served as Vice President & Actuary for a $10 billion dollar insurance 
company. I was the company's appointed actuary for 12 years. 
Additionally, I served as the appointed actuary for other Metlife 
insurance subsidiaries. . I also was the valuation actuary for two 
offshore insurers used to provide surplus relief on AXXX products. 

I managed a staff of 30 people in three locations: Boston, 
Bridgewater (NJ) and Tampa. My key responsibility was the 
completion of the Individual Business reserves for all of the Metlife 
legal entities. 

" 



" 

I generated expense savings by closing down redundant reserve 
centers in Chicago, Los Angeles and Saint Louis. The calculation of 
reserves was centralized on PolySystems to create a more efficient 
Valuation :Unit. I created meaningful analytical reports to explain 
reserve variances from one reporting to the next. 

Key Achievements: 

» Improved valuation systems and work procedures to report all 
Metlife Individual Business reserves on a monthly basis by the 
fifth business day. 

» Created significant expense reductions through the elimination · 
of Actuarial Valuation staffs in acquired companies, such as, 
General American and Security First. · 

> Completed asset adequacy analyses for New England Life and 
various other Metlife legal entities. 

)- Coordinated the implementation of GAAP accounting at New· 
England Life. 

)- Supplied that actuarial valuation data required as part of the 
Metlife demutualization project. 

» Implemented reserves required by new products, e.g., 
Universal Life with secondary guarantees, and new statutory or 
GAAP regulations, such as, SOP 03-01. 

» Partnered with Accounting Department to create an analytical 
database of reserve variance explanations. 

» Served as Metlife representative on Group of North American 
Insurance Executives committee. This committee was working 
with the IASB to formulate international GAAP accounting 
standards. 

United Insurance, Chicago, IL. 
March 1972- December 1982 

(lP "This was my initial actuarial position. I successively passed the 
actuarial exams while serving as a manager of Product Development 

~ and as manager of Financial Reporting. 

Key Achievements 



" 
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» Assisted the implementation of the GAAP ~udit Guide for Stock · 
Life Insurers. · 

» Priced life and health insurance products. 
» Administered and valued reinsurance agreements. 
» Valued proposed acquisitions. 
» Coordinated the completion of the actuarial liabilities for 

monthly statutory and GAAP financial statements. 
» Provided reserve variance analyses for senior management. 

PROFESSIONAL DESIGNATIONS: 
• . Fellow Society of Actuaries, 1977 
• Member American Academy of Actuaries, 1978 


