
Appendix I - Required Attachments 

Supporting Documentation - North Carolina Department of Insurance 

Capacity of the Department - The North Carolina Department of Insurance has the capacity to implement the 

proposed project and to manage the grant funds as proposed in our budget. The Department of Insurance has 

been a federal grants' fund recipient numerous times in the past, and has shown an ability to manage the grant 

fu{lds in accordance with each awards' requirements and with the proper diligence necessary as a steward of 
~ 

public funding. With the approval by the General Assembly ofour request for additional staff positions, the 

Department now has the proper capacity to carry out our planned expanded role in health insurance premium 

review as outlined in the proposal. 

Delineation of the Roles and Responsibilities of Project Staff ­

Life & Health Division 


Insurance Regulatory Analyst I 


This position is responsible for approving or disapproving both standard and complex life and health 

insurance fonn filings and premium rate justifications (Le. whole life products, individual health 

insurance and premium rate adjustments plus specialty health insurance coverages). While fewer 

complexes in relation to those decisions made by Analyst II's and above, the approval/disapproval 

" 	 process requires years of experience, training and education. Because of the impact of technical 

decisions made in the approval process of fonns and rates, the Policy and Rate Analyst I will approve 

or disapprove many filings. The employee determines the correctness and appropriateness of the filing 

using the same general statutes, Department Rules and procedures used by the higher level Analysts 

and the same kind ofquasi-actuarial statistical analysis is conducted. 

Percent ofTime Spent on Health Insurance Rate Review Activities: 50% 



Minimum Training and Experience - Graduation from a four-year college or university with 

preferably a degree in business or economics or a related program including at least one course in 

statistics or college level mathematics and three years experience in policy and rate examination or 

underwriting, claims adjusting or financial/marketing analysis work; or an equivalent combination of 

training and experience. 

Insurance Regulatory Analyst II 

This employee is responsible for approving or disapproving the more complex life and health 

insurance filings ofquasi-actuarial approval of rate justification (Le. interest sensitive whole life, 

r:> 	 variable life, variable annuities, credit insurance, long term care, managed care, Medicare 

supplements, assumption reinsurance, etc.). Approval/disapproval at this level would include filings 

for multiple employer trusts, out of state associations, HMO's, PPO's, etc. 

The appropriate application ofstate insurance laws and rules requires this position to coordinate 

general insurance requirements and specific statutory mandates in order to determine product 

compliance. Because of the number and scope ofcomplexities added to this division, Analyst II's are 

assigned specific areas in which they become experts for the Department of Insurance and the State in 

general. 

Percent ofTime Spent on Health Insurance Rate Review Activities: 50% 

Minimum Training and Experience - Graduation from a four-year colIege or university with a degree 

in business or economics or a related program including at least one course in statistics of college 

level mathematics and four years experience in policy and rate examinations, underwriting, claims 

adjusting work, or financial/marketing analysis; or an equivalent combination of training and 

experience. 



~ Insurance Regulatory Analyst III 

The Supervisor is responsible for supervision of the Policy and Rate Analysts I and II positions and 

directs activities of Administrative Assistants. This includes planning and structuring of the forms and 

rate approval process; organizing work distribution for all Analysts I and II positions on a rotating 

monthly basis; motivating employees to produce high quantities and quality ofwork and controlling 

their results through quality control measures. Overall training ofall analysts and direction on special 

projects as required by legislative action is an integral part of this position. 

The Supervisor approves/disapproves the most complex group and non group form and rate filings for 

domestic insurers, medical service organizations (BCBS), Health Maintenance Organizations (HMO), 

Preferred Provider Organizations (PPO), Fraternal Orders, Small Group Health insurance products, 

Long Term Care (LTC), variable life products, interest sensitive life products, equity indexed annuity 

r:-. 	 products and Medicare Supplements (MedSup) requiring expertise in the application and 

interpretation of State insurance laws and regulations, including the impact offederal regulatory 

programs; i.e. Medicare supplements standardized by the Omnibus Budget Reconciliation Act of 1990 

(OBRA 90). 

Percent ofTime Spent on Health Insurance Rate Review Activities: 25% 

Minimum Training and Experience - Graduation from a four-year college or university with a degree 

in business or economics or a related program including at least one course in statistics or college 

level mathematics and five years experience in policy and rate examination, underwriting, claims 

adjusting work, or financial/marketing analysis; or an equivalent combination of training and 

experience. 



Office Assistant IV 

This position initially processes form or rate filings and company responses. This position will 

initially process all SERFF (System for Electronic Rate & Form Filings) filings directed to this 

Department. This position also assigns category codes to all new filings and enters the information 

into the Operations Tracking and Information System (OTIS) OTIS is a Database Management 

System (DBMS), an integrated collection ofdata, processes, and functions stored on a direct access 

storage device. 

This position is responsible for individual health insurance rate adjustment approval or disapproval. 

This requires knowledge of insurance premium rates, Division specialty codes, statutes, and rules and 

regulations regarding rate increases. 

Percent ofTime Spent on Health Insurance Rate Review Activities: 75% 

" 	 MINIMUM TRAINING AND EXPERIENCE 

Graduation from high school and demonstrated possession of knowledge, skills and abilities gained 

through at least two years of office assistant/secretarial experience; or an equivalent combination of 

training and experience. 

Actuarial Services Division 


Actuary (2) 


Responsible for assessing actuarial compliance of all domestic life insurers with the Standard 

Valuation Law (SVL). 

• 	 Actuarial review and or supervision ofactuarial review ofactuarial opinions and 

memorandums. 

• Communicating results and recommendations to the Financial Evaluation Division. 



• Keeping abreast of proposed NAIC Model Rules and Regulations pertaining to the SVL. 

Responsible for the actuarial review of all individual accident & health rate revisions. 

• 	 Supervise the actuarial review of a sample of all individual accident & health rates. 

• Each month, reviews a sample of recommendations and results to the Life & Health Division. 

Responsible for providing actuarial assistance to other division in regard to life and health actuarial 

science. 

• 	 Actuarial review, on an as need basis, of new life insurance policy provisions. 

• Actuarial review, on an as need basis, of new life insurance products. 

Responsible for assessing actuarial compliance of all Health Maintenance Organizations with Article 

67. 

• 	 Actuarial review and or supervision of actuarial review of all HMO licensing applications. 

• 	 Supervision ofactuarial review ofall HMO rates to assure rates are adequate, not excessive 

and not unfairly discriminatory. 

• 	 Actuarial review on a periodic basis ofall HMO claim reserves as set forth in NCAC 

16.0700. 

• 	 Communicating and or reviewing results and recommendations to the Life & Health and 

Managed Care Divisions in regard to this item. 

Responsible for assessing actuarial compliance of all small employer group insurers with the Small 

Employer Group Act. 

• 	 Actuarial review of annual and periodic small employer group actuarial certification. 

• 	 Actuarial review ofstatutory demographic rating factors. 

• 	 Actuarial review of other rating factors for compliance with NCGS 58-50-\30. 

• 	 Actuarial review of rating methodologies 

• 	 Communicating results and recommendations to the Life & Health Division. 

• 	 Keeping abreast of proposed NAIC Model Rules and Regulations pertaining to Small 

Employer Group Insurance. 



Percent of Time Spent on Health Insurance Rate Review Activities: Actuary I 100%, Actuary 2­

50% 

MINIMUM TRAINING AND EXPERIENCE: 

Four-year degree in mathematics, business, or closely related field and completion ofone of the 

professional actuary society exams; or an equivalent combination of training and experience. 

Market Regulation Division 

Insurance Regulatory Analyst I 

Review all company marketing materials which include but not limited to: 

• Management Agreements 

• Agents Appointment and Terminations 

• Sales and Advertising materials 

• Sampling of all issued/declined policies/applications by line of business 

• Sampling ofall paid/denied claims by line of business 

• Consumer Complaints 

Percent of Time Spent on Health Insurance Rate Review Activities: 65% 

Minimum Training and Experience - Graduation from a four-year college or university with 

preferably a degree in business or economics or a related program including at least one course in 

statistics or college level mathematics and three years experience in policy and rate examination or 

underwriting, claims adjusting or financial/marketing analysis work; or an equivalent combination of 

training and experience. 



Insurance Regulatory Analyst II 

,r, 	 The Analyst II may assist in meetings with company officials such as the pre-examination meeting 

which includes the EIC and the Analyst I and II. The EIC provides company officials with details of 

the examination process which includes, but not limited to the administration of the Market Conduct 

Examination including generating claims and underwriting populations including sampling techniques 

used by the Department. The areas of review are discussed in detail with the Analyst II giving 

specific examples of the items reviewed in the claims and underwriting on rating sections of the 

examination. The wrap-up meeting is conducted by the EIC. The general areas ofconcern are 

covered regarding the necessary administration of the report process. The Analyst II will be required 

to discuss specific areas, such as claims and underwriting, to articulate areas of concern. The EIC 

completes the wrap-up meeting answering any additional questions company personnel may have. 

The Analyst II acts as Supervising Examiner in the absence of the Examiner-In-Charge. 

Review all company marketing materials which include but are not limited to: 

• Consumer Complaints 

• Management Agreements 

• Agents Appointment and Terminations 

• Sales and Advertising materials 

• Sampling of all issued/declined policies/applications by line of business 

• Sampling ofall paid/denied claims by line of business 

• Prepare a written report of the examination findings 

Percent ofTime Spent on Health Insurance Rate Review Activities: 45% 

Minimum Training and Experience - Graduation from a four-year college or university with a degree 

in business or economics or a related program including at least one course in statistics ofcollege 



level mathematics and four years experience in policy and rate examinations, underwriting, claims 

adjusting work, or financial/marketing analysis; or an equivalent combination of training and 

experience. 

Insurance Regulatory Analyst III 

The primary purpose of the position is to regulate P&C and L&H insurers that offer commercial and 

private passenger automobile coverage, homeowner coverage, commercial coverage, worker's 

compensation coverage, life coverage, and accident and health coverage, etc. through the review of 

Policyholder Treatment, Marketing, Underwriting and Rating, and Claims records. The Examiner-In­

Charge (ElC) will conduct and coordinate examination efforts with company officials and monitor 

examination work flow. Present all examination findings to company officials. Give company 

officials direction and prepare a written report of the examination findings. This position will prepare 

and conduct the pre-examination conference, and examination wrap-up conference. This position will 

also assist with the training of Analyst I & II personnel. 

The EIC will conduct and coordinate the examination process. This includes but is not limited to 

meetings with company officials to discuss examination preparation at the pre-examination meeting, 

discussing examination findings at the wrap-up meeting, and act as lead contact person representing 

the Department Meetings with company officials such as the pre-examination meeting include the 

EIC and the Analyst I and II. The EIC provides company officials with details of the examination 

process which includes, but not limited to the administration of the Market Conduct Examination 

including generating claims and underwriting populations including sampling techniques used by the 

Department. The areas of review are discussed in detail with the Analyst II giving specific examples 

of the items reviewed in the claims and underwriting on rating sections of the examination. The wrap­

up meeting is conducted by the EIC. The general areas ofconcern are covered regarding the 

necessary administration of the report process. The Analyst II will be required to discuss specific 

areas, such as claims and underwriting, to articulate areas ofconcern. The EIC completes the wrap-up 



meeting answering any additional questions company personnel may have. Act as the Supervising 

Examiner over the Analyst I & II. Provide training for the Analyst I and II. 

Review all work performed by Analyst I & II and may actually include the review of specific areas 

regarding all aspects of company operations which includes but not limited to: 

• Consumer Complaints 

• Management Agreements 

• Agent Appointments and Terminations 

• Sales and Advertising materials 

• Sampling ofall issued/declined policies/applications by line of business 

• Sampling of all paid/denied claims by line of business 

• Prepare a written report of the examination findings 

Percent of Time Spent on Health Insurance Rate Review Activities: 35% 

Minimum Training and Experience - Graduation from a four-year college or university with a degree 

in business or economics or a related program including at least one course in statistics or college 

level mathematics and five years experience in policy and rate examination, underwriting, claims 

adjusting work, or financial/marketing analysis; or an equivalent combination of training and 

experience. 

Financial Evaluation Division 

Insurance Company Examiner Manager 

Assumes a supervisory role in multiple, concurrent examinations of regulated entities. A Supervising 

Examiner is responsible for coordinating, supervising, conducting and participating in activities for 

examinations assigned by the ChiefExaminer. This work is established by Statutes, Department 



€ policies and procedures, AICPA Statements of Auditing Standards, the NAIC Financial Condition 

Examiners Handbook, and other similar professional guidelines. 

Planning activities include directing or coordinating pre-examination meetings; compiling and 

evaluating information; reviewing and approving the EIC's assessment of risk, internal controls and 

reliance to be places on work performed by external auditors; reviewing and approving planning 

documents, including the Planning Memorandum, examination budget/staff assignments, and 

materiality levels; and reviewing and approving the EIC's planned examination approach. 

During fieldwork, the Supervising Examiner is expected to: manage and direct the examination and 

analysis of the financial records relative to the business operations ofassigned entities; make 

conclusions on the analysis and testing of financial data and; review completed staff work related to 

Oi issues identified during planning, in high risk areas, and where exceptions were noted; and evaluate 

the appropriateness of actions/recommendations proposed by supporting staff; 

The Supervising Examiner is responsible for ensuring that examinations are conducted in a cost 

efficient and expedient manner, within the examination budget, and for keeping the Chief Examiner 

informed ofexamination issues. 

This position is expected to take a leadership role in the supervising and training ofstaff. Extensive 

interaction and consultation with management, consultants, and external parties is required. 

During the wrap-up phase, the Supervising Examiner prepares or reviews the draft Report on 

Examination before forwarding to the Chief Examiner and other areas within the Department. Other 

duties during this phase include directing or participating in post-examination meetings with other 

sections within the Department to discuss examination findings and following up with the regulated 

entity unti I final acceptance/issuance of the Report. 



Percent ofTime Spent on Health Insurance Rate Review Activities: 100% 

MINIMUM TRAINING AND EXPERIENCE,;, 

Bachelor's degree from an accredited college or university, with the appropriate courses in accounting 

as defined in 21 NCAC SA.0309 and other courses required to quality as a candidate for the uniform 

certified public accountant examination, based on the examination requirements in effect at the time of 

graduation and four years ofexperience in auditing insurance company operations or closely related 

accounting or auditing work; or two years as a senior accountant with a CPA firm; or two years of 

experience as a corporate controller, manager of internal audit or similar role preceded by experience 

as a staff accountant for a CPA firm; or one year as an audit manager for a CPA firm; or equivalent 

combination of training and experience. All degrees must be received from appropriately accredited 

institutions. 

Consumer Services Division 

Insurance Complaint Analyst Supervisor 

The primary purpose of this position is to supervise a team of Life and Health Complaint Analysts and 

Communication Specialists, in order to ensure that North Carolina consumers receive timely, accurate 

and thorough assistance with their insurance-related complaints and inquiries. Calls and complaints 

received can involve a wide range of insurance Jines, including health, life, annuities, and disability. 

Position is responsible for general oversight ofSection, including the implementation/maintenance of 

office policies and work procedures, performance instruction/coaching for supervisees, and 

monitoring performance for adherence with Division/Section policies and procedures. This position 

also serves as first back-up for Division's Deputy, when Deputy is not present. 



c 

Position receives, screens, assigns, and tracks new complaints received by the Section. Position 

regularly reviews samples of Analysts' work, to ensure that correspondence with companies and 

consumers reflect an accurate understanding ofapplicable statutes/regulations, and that such 

correspondence displays appropriate clarity, grammar, spelling, etc. Position continuously monitors 

Analyst workloads to ensure equitable and appropriate distribution ofcomplaints. Position also 

supervises Senior Analyst who (in tum) supervises Section's telephone-based Communication 

Specialists. As such, position is accountable for the accuracy and appropriateness ofSection's call 

handling, and for ensuring adequate phone coverage (using Analysts for backup coverage as needed). 

Position assists Deputy with conceptualization and implementation of market analysis activities, based 

on information gathered via complaint and call activity. Position maintains and encourages 

continuous communication withibetween Section staff, and relays significant market trends and 

company-specific issues to Deputy as appropriate. 

Percent ofTime Spent on Health Insurance Rate Review Activities: 50% 

Minimum Training and Experience Requirements - Graduation from a four-year college or university 

and three years ofexperience in insurance underwriting, claims, or policyholder service; or three years 

ofexperience as an Insurance Complaint Analyst; or graduation from high school and seven years of 

experience in insurance underwriting claims, or policyholder service; or an equivalent combination of 

training and experience. 

Administration 

Attorney III 

This position will have primary responsibility for coordinating legal issues related to health care 

reform issues for the Department ofInsurance. In that role the employee will work with Department 

legislative staffwho coordinate with the NC legislature concerning statute changes; the NC Office of 



Administrative Hearings for administrative rule changes; the National Association ofInsurance 

Commissioners and development of Model Laws; and managers and employees within the NC 

Department of Insurance to answer questions and suggest procedures and processes; and the insurance 

and health care communities to answer questions. This position will work with all aspects of health 

care reform, including but not limited to the Exchange; insurance premiums; insurance rate litigation 

the ombudsmen program; financial oversight; actuarial activities; consumer questions; revisions to 

approved health insurance policies offered to NC citizens; investigations of insurance fraud and other 

prohibited activities; market regulation review; and all other aspects of implementing and 

administering health care reform. 

Percent ofTime Spent on Health Insurance Rate Review Activities: 100% 

Minimum Training and Experience Requirements - Graduation from a recognized school oflawand 

three years of progressively responsible professional legal experience; or an equivalent combination of 

training and experience. 

Necessary Special Qualification - License to practice law in the State of North Carolina. 
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Work Plan and Time Line - North Carolina Department of Insurance 

Action Item 
Target Date for 

Completion 

Recruit for new positions 3£0/410 Quarter 2010 

Contract with third-party actuarial service to analyze DOl's rate review process and 
recommend improvements 

3rd or 4th Quarter 201 0 

Draft proposed legislative language to adopt prior approval authority over association, 
small and large employer group rate filings 

Early 4In Quarter 20 I 0 

Draft proposed legislative language and/or regulatory language to adopt any NAIC 

models relating to rate filing requirements and/or draft language to strengthen current 
data requirements to be in synch with data reporting requirements associated with 
PPACA and grant 

Early 4111 Quarter 20 I0 

Draft proposed legislative changes related to enhancing consumer protections Early 4th Quarter 2010 

SERFF Enhancement (tentative) 

(; 

.:' 

4m Quarter 2010 or 3 
months after uniform 

template released 

Report from actuarial service on DOl rate review process due Year end 2010 

• Draft proposed statutory or regulatory changes based upon report on our process from 
an actuarial service 

1st Quarter 2011 

I Other NAIC-Iead IT Enhancements (i-Site, databases, etc.) No date available given 
the involvement of the 
NAIC to move forward 

with these changes 

Effective Dates ofNew Legislation/Regulations increasing rate review authority, data 

requirements, etc. 

Summer/FaIl201! 

Collection of Data related to rate review activities and processes to show impact of 

enhancements 

Ongoing 

Contract with other outside entities as needed to promote the enhancement agenda, 

including use of outside actuaries to assist in some specific rate reviews, etc. 

Ongoing 

1 



ATTACHMENT C 

APPLICATION COVER SHEET AND CHECK-OFF LIST 

Page 1 of2 

Indentuying Information: 


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


DUNS#: 061816133 Grant Award: """$l.......m=il""'li=on"--__ 


North Carolina Department of Insurance 

Ernest NickersonPrimary Contact Person, 

Telephone Number:_9_1_9_-_8_0_7_-_6_8_7_0 __.Fax number: 919-807-6858 

Email a<1dn~ss ernest.nickerson@ncdoi.gov 
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APPLICATION COVER SHEET AND CHECK-OFF LIST 

Page 2 of2 

REQUIRED CONTENTS 

~	A complete proposal consists of the following material organized in the sequence below: Please ensure 
that the project narrative is page-numbered. The sequence is: 

I"I 
I"I 

Cover Sheet 

Forms/Mandatory Documents (Grants.gov). 

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

I"I 
the proposal: 

SF-424: Application for Federal Assistance 

SF-424A: Budget Information 

I"I 
I"I 

SF-424B: Assurances-Non-Construction Programs 

SF-LLL: Disclosure of Lobbying Activities 

Additional Assurance Certifications 

Required Letter of support and Memorandum ofAgreement 

Applicant's Application Cover Letter 

I"I 
I"I 
I"I 

Project Abstract 

Project Narrative 

Work plan and Time Line 

Proposed Budget (Narrative/Justifications) 

I"I 
Required Appendices 

Resume/Job Description for Project Director and Assistant Director 

26 
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Budget Narrative - North Carolina Department of Insurance 

The passage ofFederal Healthcare Refonn legislation focuses on the utilization of the health insurance market to effect 

national health care refonn. This Refonn creates a new and significant demand for health insurance products and will 

mo.t certainly impact the North Carolina Department of Insurance. The Refonn will immediately increase insurance 

fonns filings as companies are required to change existing policies to confonn to Federal law. This increase in filings 

must be reviewed and approved by 001 employees and will be followed closely by marketing efforts. The Refonn will 

also require additional audit work to ensure compliance with the Federal and State Laws. Consumer complaints and 

investigation work will also increase. These requirements wiII create a tremendous initial and on-going demand on the 

Department of Insurance and will require staff resources not currently available. 

The Refonn will require new staff positions (13) with 11 being supported by the federal grant and administrative costs 

for a total of$1,000,000 being requested; and (2) positions being supported by state appropriations ($341,775). In 

addition to the direct costs the HealthCare Refonn efforts will be supported by existing personnel provided by the 

North Carolina Department of Insurance. 

r:11 

The complexities of the Refonn will require staff to have more education, training and experience to properly interpret 

and judge the subsequent changes in products that the industry must submit for approval and for the staff to audit the 

newly created sectors of the health care business. The State's and the National's highest priority concern is with 

regulating the health insurance industry. The State must be able to meet the required changes in products and 

administration in order to appropriately serve the citizens ofNorth Carolina. 

1 



Appendix I - Required Attachments 


Certification of Maintenance of Effort - North Carolina Department of Insurance 


...	A§ ofthe date of submission of this grant request, the NC General Assembly is still in the session and the 

State's Budget has not been adopted. Consequently the Department of Insurance has not received a Certified 

Budget for FY20 II. Overall the current proposal is for the Department to have its State appropriation reduced 

by 3.8 percent due to fiscal constraints the state is experiencing. However, none of the budget cuts will affect 

the health insurance rate review functions being performs by the current staff. In addition, the General 

Assembly has given approval for 13 new positions for the Department's efforts to expand oversight and the 

implementation ofhealth care reform in North Carolina, thus demonstrating "maintenance ofeffort" and the 

desire to promote and improve health care in NC. 

No existing state expenditures will be supplanted with grant funds. 



·8 	North Carolina 

_ DEPARTMENT OF INSURANCE Wayne Goodwin I Commissioner of Insurance 

TECHNICAL SERVICES GROUP 

• 

July 7,2010 	 Submitted Electronically 

To: 	 Jacqueline Roche 

The Office of Consumer Information and Insurance Oversight 

Department of Health and Human Services 


Re: 	 Grants to States for Health Insurance Premium Review-Cycle 1- CFDA # 93.511 

Applicant: North Carolina Department of Insurance 


Dear Ms. Roche: 

Attached you will find an application from the North Carolina Department of Insurance for grant 
funding available under the Grants to States for Health Insurance Premium Review-Cycle I. 

I am the Project Director for the grant project as well as the Senior Deputy Commissioner of the 
Department's Technical Services Group. The Life & Health Division, which is the division primarily 
responsible for premium rate review, is part of the Technical Services Group. Should you need to 
contact me, my contact information is as follows: 

Ernest L. Nickerson, FLMI, ACS, AIRC, ARM, RHU 
.. Senior Deputy Commissioner 

Technical Services Group 

North Carolina Department of Insurance 

11 South Boylan Ave. 

Raleigh, NC 27603 

919-807-6871 

ernest.nickerson@ncdoi.gov 


The North Carolina Department of Insurance has existing authority to oversee and coordinate the 
activities proposed in the application or has provided a plausible plan for obtaining such authority. 
The North Carolina Department of Insurance is capable of, and has convened, a suitable working 
group of all relevant Divisions to assist in this project. 

Commissioner Wayne Goodwin and the Department of Insurance are very excited about the 
opportunities that lie ahead with healthcare reform in North Carolina. 

Sincerely, 

~+/. //iJw-
Ernest L. Nickerson, FLMI, ACS, AIRC, ARM, RHU 

Senior Deputy Commissioner 


",Technical Services Group 


Healthcare Review • Ufe & Health • Market Regulation • Property & Casualty • SHIfP 


11 South Boylan Avenue I Raleigh, NC 27603 I tel: 919.807.6871 fax: 919.807.6901 I www.ncdoi.com 

An Equal Opportunity/Affirmative Action Employer 


http:www.ncdoi.com
mailto:ernest.nickerson@ncdoi.gov
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STATE OF NORTH CAROLINA 

OFFICE OF THE GOVERNOR 


20301 MAlL SElt't1CE CENTER • RALEIGH, NC 27699·0301 


BEVERLY EAVES PERDl.iE 

GOVERNOR 

July 2, 2010 

The Honorable Kathleen Sebelius 
Secretary 

cU. S. Department of Health and Human Services 
... 200 Independence A venue, SW 

Washington, DC 20201 

Dear Madam Secretary: 

Enclosed please find the application from Insurance Commissioner Wayne Goodwin in response 
to the Department of Health and Human Services' Grant Invitation for FY 2010 CFDA: 93.511 
for Health Insurance Premium, Review-Cycle I, dated June 7,2010. 

I support the state's application for this grant. Please contact me if I can be of further service, 

Sincerely, 

~Q......o. "--
Bev Perdue 

LocATION: 116 WEST JOllOES STREET • RALEIGH, NC • TELEPHONE: (919) 733·5811 

WWW.GOVERNOR.STATE.!..IC.US 


WWW.GOVERNOR.STATE.!..IC
http:PERDl.iE


NC DEPARTMENT OF INSURANCE 
ACTUARIAL SERVICES DIVISION 

:\ 
., " ., t\ 

Chief Actuary, Ins 

60013583 

Office Assistant IV 

60013592 

H 

H 

H 

Property and Casualty 

Actuary 

60013586 

Property & Casualty 

Actuary 

60013588 

Property & Casualty 

Actuary 

60013589 
I. 

Property and Casualty 
L.......j 
 Actuary 

60013587 

Life, Accident & Health 

Actuary 

60013584 

Life, Accident & Health 

Actuary 

60013590 

Life, Accident & Health 

Actuary 

60013591 

June 2010 
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Supr, Prop. & Casualty Section. 

Ins. Complaint Analyst Supr. 
3911-0000-0011-{l23 

60013507 

NC Department of Insurance 
Consumer Services Division 

~i 

Director, Cons um er Services Div. 

3911-0000-0011-007 


60013502 


Ins. Com plaint Analys t Supr. 

Unlicensed Plan Investigations 

3911-0000-0011-022 
60013506 

Ins. Complaint Analyst 

Technical SupportAnalyst 

3911-0000-0011.{)55 

60013523 

Ins. Regulatory Analys t III 

3911-0000-0011-101 
60013531 

Office A<isistant IV 

3911-0000-0011.{)3Q 
60013511 

Supr, Life & Health Section 

Ins. Complaint Analyst Supr. 
3911-0000-0011.{)15 

60013504 

Ins. Complaint Analyst 

3911-0000-0011-{l13 

60013503 

Ins. Complaint Analyst 
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Project Abstract - North Carolina Department of Insurance 

Through an expansion of our prior approval authority to encompass all types of health insurance plans no matter the 

type of insurer, or the market or product involved, the North Carolina Department of Insurance intends to enhance our 

health insurance rate review process in this state for the Department, for insurers and most importantly for consumers. 

In addition to extending prior approval authority, the Department will seek legislative action to standardize the type of 

da~required to be submitted by insurers with rate filings, require data be submitted consistent with information that 

will be required to be submitted to DHHS under PPACA and/or the grant award agreements, monitor and possibly 

participate in initiatives at the NAIC to enhance nationwide data collection and filing submission systems to facilitate 

the submission and collection of data related to our rate review process. We intend to increase consumer protections by 

seeking legislative action to require simplified summary information be required to be submitted with rate filings and to 

require that certain minimum information be considered public information and not allowed to be identified as "trade 

secret" in order that the information may be shared with the public. In order to design the best rate review process we 

can, the Department will request a report from a third party actuarial service which will analyze and make 

recommendations to our current process. That review will include recommendations on how to use public input to 

enhance our current activities. Given that most of our enhancements involve an increase in the Department's 

authority, or enhancements to current process, the majority of the proposed $1,000,000 budget is proposed for an 

expansion of rate review personnel and the related expenses ($826,548). The remaining money is proposed to be used 

to contract with outside actuarial firms or other entities to review our processes and/or perform special reviews ofrate 

filings, and on stafftrave/education. Through all of these initiatives the Department's goal is to make a system of 

health insurance rate review that provides strong regulatory controls that lead to a premium that is appropriate for the 

product provided and that is a fair, equitable system for both insurers and consumers. 
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§ 58-50-130. Required health care plan provisions. 
(a) Health benefit plans covering small employers are subject to the following 

provIsIOns: 
(1) to 	 (4) Repealed by Session Laws 1997-259, s. 5, effective July 14, 1997. 
(4a) 	 A carrier may continue to enforce reasonable employer participation and 

contribution requirements on small employers applying for coverage; 
however, participation and contribution requirements may vary among small 
employers only by the size of the small employer group and shall not differ 
because of the health benefit plan involved. In applying minimum 
participation requirements to a small employer, a small employer carrier 
shall not consider employees or dependents who have qualifying existing 
coverage in determining whether an applicable participation level is met. 
"Qualifying existing coverage" means benefits or coverage provided under: 
(i) Medicare, Medicaid, and other government funded programs; or (ii) an 
employer-based health insurance or health benefit arrangement, including a 
self-insured plan, that provides benefits similar to or in excess of benefits 
provided under the basic health care plan. 

(4b) 	 Late enrollees may only be excluded from coverage for the greater of 18 
months or an 18-month preexisting-condition exclusion; however, if both a 
period of exclusion from coverage and a preexisting-condition exclusion are 
applicable to a late enrollee, the combined period shall not exceed 18 
months. If a period of exclusion from coverage is applied, a late enrollee 
shall be enrolled at the end of that period in the health benefit plan held at 
the time by the small employer. 

(5) 	 Notwithstanding any other provision of this Chapter, no small employer 
carrier, insurer, subsidiary of an insurer, or controlled individual of an 
insurance holding company shall act as an administrator or claims paying 
agent, as opposed to an insurer, on behalf of small groups which, if they 
purchased insurance, would be subject to this section. No small employer 
carrier, insurer, subsidiary of an insurer, or controlled individual of an 
insurance holding company shall provide stop loss, catastrophic, or 
reinsurance coverage to small employers that does not comply with the 
underwriting, rating, and other applicable standards in this Act. 

(6) 	 If a small employer carrier offers coverage to a small employer, the small 
employer carrier shall offer coverage to all eligible employees of a small 
employer and their dependents. A small employer carrier shall not offer 
coverage to only certain individuals in a small employer group except in the 
case oflate enrollees as provided in G.S. 58-50-130(a)(4). 

(7), 	 (8) Repealed by Session Laws 1997-259, s. 5. 
(9) 	 The health benefit plan must meet the applicable requirements of Article 68 

of this Chapter. 
(b) For all small employer health benefit plans that are subject to this section, the 

premium rates are subject to all ofthe following provisions: 
(1) 	 Small employer carriers shall use an adjusted-community rating 

methodology in which the premium for each small employer can vary only 
on the basis of the eligible employee's or dependent's age as determined 
under subdivision (6) of this subsection, the gender of the eligible employee 
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or dependent, number of family members covered, or geographic area as 
determined under subdivision (7) of this subsection, or industry as 
determined under subdivision (9) of this subsection. Premium rates charged 
during a rating period to small employers with similar case characteristics 
for same coverage shall not vary from the adjusted community rate by more 
than twenty-five percent (25%) for any reason, including differences in 
administrative costs and claims experience. 

(2) 	 Rating factors related to age, gender, number of family members covered, 
geographic location, or industry may be developed by each carrier to reflect 
the carrier's experience. The factors used by carriers are subject to the 
Commissioner's review. 

(3) 	 A small employer carrier shall not modify the premium rate charged to a 
small employer or a small employer group member, including changes in 
rates related to the increasing age of a group member, for 12 months from 
the initial issue date or renewal date, unless the group is composite rated and 
composition of the group changed by twenty percent (20%) or more or 
benefits are changed. The percentage increase in the premium rate charged 
to a small employer for a new rating period shall not exceed the sum of all of 
the following: 
a. 	 The percentage change in the adjusted community rate as measured 

from the first day of the prior rating period to the first day of the new 
rating period. 

b. 	 Any adjustment, not to exceed fifteen percent (15%) annually, due to 
claim experience, health status, or duration of coverage of the 
employees or dependents of the small employer. 

c. 	 Any adjustment because of change in coverage or change in case 
characteristics of the small employer group. 

(4), (5) Repealed by Session Laws 1995, c. 238, s. 1. 
(6) 	 Unless the small employer carrier uses composite rating, the small employer 

carrier shall use the following age brackets: 
a. 	 Younger than 15 years; 
b. 	 15 to 19 years; 
c. 	 20 to 24 years; 
d. 	 25 to 29 years; 
e. 	 30 to 34 years; 
f. 	 35 to 39 years; 
g. 	 40 to 44 years; 
h. 	 45 to 49 years; 
1. 	 50 to 54 years; 
j. 	 55 to 59 years; 
k. 	 60 to 64 years; 
I. 65 years. 
Carriers may combine, but shall not split, complete age brackets for the 
purposes of determining rates under this subsection. Small employer carriers 
shall be permitted to develop separate rates for individuals aged 65 years and 
older for coverage for which Medicare is the primary payor and coverage for 
which Medicare is not the primary payor. 
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(7) 	 A carrier shall define geographic area to mean medical care system. Medical 
care system factors shall reflect the relative differences in expected costs, 
shall produce rates that are not excessive, inadequate, or unfairly 
discriminatory in the medical care system areas, and shall be revenue neutral 
to the small employer carrier. 

(8) 	 The Department may adopt rules to administer this subsection and to assure 
that rating practices used by small employer carriers are consistent with the 
purposes of this subsection. Those rules shall include consideration of 
differences based on all of the following: 
a. 	 Health benefit plans that use different provider network arrangements 

may be considered separate plans for the purposes of determining the 
rating in subdivision (1) of this subsection, provided that the different 
arrangements are expected to result in substantial differences in 
claims costs. 

b. 	 Except as provided for in sub-subdivision a. of this subdivision, 
differences in rates charged for different health benefit plans shall be 
reasonable and reflect objective differences in plan design, but shall 
not permit differences in premium rates because of the case 

c 	 characteristics of groups assumed to select particular health benefit 
plans. 

c. 	 Small employer carriers shall apply allowable rating factors 
consistently with respect to all small employers. 

(9) 	 In any case where the small employer carrier uses industry as a case 
characteristic in establishing premium rates, the rate factor associated with 
any industry classification divided by the lowest rate factor associated with 
any other industry classification shall not exceed 1.2. 

(c) 	 Repealed by Session Laws 1993, c. 529, s. 3.7. 
(d) In connection with the offering for sale of any health benefit plan to a small 

employer, each small employer carrier shall make a reasonable disclosure, as part of its 
solicitation and sales materials, of the following and shall provide this information to the small 
employer upon request: 

(1) 	 Repealed by Session Laws 1993, c. 529, s. 3.7. 
(2) 	 Provisions concerning the small employer carrier's right to change premium 

rates and the factors other than claims experience that affect changes in 
premium rates. 

(3) 	 Provisions relating to renewability of policies and contracts. 
(4) 	 Provisions affecting any preexisting conditions provision. 
(5) The benefits available and premiums charged under all health benefit plans 

c for which the small employer is eligible. 
(e) Each small employer carrier shan maintain at its principal place of business a 

complete and detailed description of its rating practices and renewal underwriting practices, 
including information and documentation that demonstrate that its rating methods and practices 
are based upon commonly accepted actuarial assumptions and are in accordance with sound 
actuarial principles. 

(t) Each small employer carrier shall file with the Commissioner annually on or before 
March 15 an actuarial certification certifying that it is in compliance with this Act and that its 
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rating methods are actuarially sound. The small employer carrier shall retain a copy of the 
certification at its principal place of business. 

(g) A small employer carrier shall make the information and documentation described 
in subsection (e) of this section available to the Commissioner upon request. Except in cases of 
violations of this Act, the information is proprietary and trade secret information and is not 
subject to disclosure by the Commissioner to persons outside of the Department except as 

" 	
c 
agreed to by the small employer carrier or as ordered by a court of competent jurisdiction. 
Nothing in this section affects the Commissioner's authority to approve rates before their use 
under G.S. 58-65-60(e) or G.S. 58-67-50(c). 

(h) The provisions of subdivisions (a)(I), (3), and (5) and subsections (b) through (g) of 
this section apply to health benefit plans delivered, issued for delivery, renewed, or continued 
in this State or covering persons residing in this State on or after January I, 1992. The 
provisions of subdivisions (a)(2) and (4) of this section apply to health benefit plans delivered, 
issued for delivery, renewed, or continued in this State or covering persons residing in this 
State on or after the date the plan becomes operational, as designated by the Commissioner. For 
purposes of this subsection, the date a health benefit plan is continued is the anniversary date of 
the issuance of the health benefit plan. (1991, c. 630, s. I; 1993, c. 408, s. 6; c. 529, ss. 3.2, 3.7; 
1993 (Reg. Sess., 1994), c. 569, ss. 7, 8; c. 678, ss. 24, 25; 1995, c. 238, s. I; c. 507, s. 
23A. I (b); 1995 (Reg. Sess., 1996), c. 669, s. I; 1997-259, ss. 5,6; 1998-211, ss. 9.1, 10; 
1999-132, s. 4.1; 2001-334, ss. 3, 12.3; 2006-154, s. 7.) 
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§ 58-51-80. Group accident and health insurance defined. 
(a) Any policy or contract of insurance against death or injury resulting from accident 

or from accidental means which covers more than one person except blanket accident policies 
as defined in G.S. 58-51-75, shall be deemed a group accident insurance policy. Any policy or 
contract which insures against disablement, disease or sickness of the insured (excluding 
disablement which results from accident or from accidental means) and which covers more 
tQan one person, except blanket health insurance policies as defined in G.S. 58-51-75, shall be 
deemed a group health insurance policy or contract. Any policy or contract of insurance which 
combines the coverage of group accident insurance and of group health insurance shall be 
deemed a group accident and health insurance policy. No policy or contract of group accident, 
group health or group accident and health insurance, and no certificates thereunder, shall be 
delivered or issued for delivery in this State unless it conforms to the requirements of 

~ subsection (b). 
r:ll 

(b) No policy or contract of group accident, group health or group accident and health 
insurance shall be delivered or issued for delivery in this State unless the group of persons 
thereby insured conforms to the requirements of the following subdivisions: 

(I) 	 Under a policy issued to an employer, principal, or to the trustee of a fund 
established by an employer or two or more employers in the same industry 
or kind of business, or by a principal or two or more principals in the same 
industry or kind of business, which employer, principal, or trustee shall be 
deemed the policyholder, covering, except as hereinafter provided, only 
employees, or agents, of any class or classes thereof determined by 
conditions pertaining to employment, or agency, for amounts of insurance 
based upon some plan which will preclude individual selection. The 
premium may be paid by the employer, by the employer and the employees 
jointly, or by the employee; and where the relationship of principal and 
agent exists, the premium may be paid by the principal, by the principal and 
agents, jointly, or by the agents. If the premium is paid by the employer and 
the employees jointly, or by the principal and agents jointly, or by the 
employees, or by the agents, the group shall be structured on an actuarially 
sound basis. 

(la) 	 Under a policy issued to an association or to a trust or to the trustee or 
trustees of a fund established, created, or maintained for the benefit of 
members of one or more associations. The association or associations shall 
have at the outset a minimum of 500 persons and shall have been organized 
and maintained in good faith for purposes other than that of obtaining 
insurance; shall have been in active existence for at least five years; and 
shall have a constitution and bylaws that provide that (i) the association or 
associations hold regular meetings not less than annually to further purposes 
of the members; (ii) except for credit unions, the association or associations 
collect dues or solicit contributions from members; and (iii) the members, 
other than associate members, have voting privileges and representation on 
the governing board and committees. The policy is subject to the following 
requirements : 
a. 	 The policy may insure members of the association or associations, 

employees of the association or associations, or employees of 
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members, or one or more of the preceding or all of any class or 
classes for the benefit of persons other than the employee's employer. 

b. 	 The premium for the policy shall be paid from funds contributed by 
the association or associations, or by employer members, or by both, 
or from funds contributed by the covered persons or from both the 
covered persons and the association, associations, or employer 
members. The premium rates for each association policy shall be 
developed, and applied to the certificates thereunder, on an 
actuarially sound basis. 

c. 	 Repealed by Session Laws 1997-259, s. 8. 
(1 b) Under a policy issued to a: creditor as defined in G.S. 58-57-5 who shall be 

deemed the policyholder, to insure debtors as defined in G.S. 58-57-5 of the 
creditor to provide indemnity for payments becoming due on a specific loan 
or other credit transaction as defined in G.S. 58-51-100, with or without 
insurance against death by accident, subject to the following requirements: 
a. 	 The debtors eligible for insurance under the policy shall be all of the 

debtors of the creditor whose indebtedness is repayable in 
installments, or all of any class or classes thereof determined by 
conditions pertaining to the indebtedness or to the purchase giving 
rise to the indebtedness. The policy may provide that the term 
"debtors" shall include the debtors of one or more subsidiary 
corporations, and the debtors of one or more affiliated corporations, 
proprietors or partnerships if the business of the policyholder and of 
such affiliated corporations, proprietors or partnerships is under 
common control through stock ownership, contract or otherwise. 

b. 	 The premium for the policy shall be paid from the creditor's funds, 
from charges collected from the insured debtors, or from both. A 
policy on which part or all of the premium is to be derived from the 
collection from the insured debtors or identifiable charges not 
required of uninsured debtors shall not include, in the class or classes 
of debtors eligible for insurance, debtors under obligations 
outstanding at its date of issue without evidence of individual 
insurability unless the group is structured on an actuarially sound 
basis. A policy on which no part of the premium is to be derived 
from the collection of such identifiable charges must insure all 
eligible debtors, or all except any as to whom evidence of individual 
insurability is not satisfactory to the insurer. 

c. 	 The policy may be issued only if the group of eligible debtors is then 
receiving new entrants at the rate of at least 100 persons yearly, or 
may reasonably be expected to receive at least 100 new entrants 
during the first policy year, and only if the policy reserves to the 
insurer the right to require evidence of individual insurability if less 
than seventy-five percent (75%) of the new entrants become insured. 

d. 	 Premiums for this coverage shall be actuarially equivalent to the rates 
authorized under Article 57 of Chapter 58 of the General Statutes for 
credit accident and health insurance. 

(2), 	 (3) Repealed by Session Laws 1997-259, s. 8. 
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(c) The term "employees" as used in this section shall be deemed to include, for the 
purposes of insurance hereunder, employees of a single employer, the officers, managers, and 
employees of the employer and of subsidiary or affiliated corporations of a corporation 
employer, and the individual proprietors, partners, and employees of individuals and firms of 

G which the business is controlled by the insured employer through stock ownership, contract or 
otherwise. With the exception of disability income insurance, employees shall be added to the 
group coverage no later than 90 days after their first day of employment. Employment shall be 
considered continuous and not be considered broken except for unexcused absences from work 
for reasons other than illness or injury. The term "employee" is defined as a nonseasonal person 
who works on a full-time basis, with a normal work week of 30 or more hours and who is 
otherwise eligible for coverage, but does not include a person who works on a part-time, 
temporary, or substitute basis. The term Itemployer" as used herein may be deemed to include 
the State of North Carolina, any county, municipality or corporation, or the proper officers, as 
such, of any unincorporated municipality or any department or subdivision of the State, county, 
such corporation, or municipality determined by conditions pertaining to the employment. 
When determining employee eligibility for a large employer, as defined in a.s. 58-68-25(10), 
an individual proprietor, owner, or operator shall be defined as an Itemployee" for the purpose 
of obtaining coverage under the employee group health plan and shall not be held to a 
minimum workweek requirement as imposed on other eligible employees. 

(d) The term "agents" as used in this section shall be deemed to include, for the 
purposes of insurance hereunder, agents of a single principal who are under contract to devote 
all, or substantially all, of their time in rendering personal services for such principal, for a 
commission or other fixed or ascertainable compensation. 

(e) The benefits payable under any policy or contract of group accident, group health 
~ and group accident and health insurance shall be payable to the employees, or agents, or to 
some beneficiary or beneficiaries designated by the employee or agent, other than the employer 
or principal, but if there is no designated beneficiary as to all or any part of the insurance at the 
death of the employee or agent, then the amount of insurance payable for which there is no 
designated beneficiary shall be payable to the estate of the employee or agent, except that the 
insurer may in such case, at its option, pay such insurance to anyone or more of the following 
surviving relatives of the employee or agent: wife, husband, mother, father, child, or children, 
brothers or sisters; and except that payment of benefits for expenses incurred on account of 
hospitalization or medical or surgical aid, as provided in subsection (f), may be made by the 
insurer to the hospital or other person or persons furnishing such aid. Payment so made shall 
discharge the insurer's obligation with respect to the amount of insurance so paid. 

(f) Any policy or contract of group accident, group health or group accident and healtlt 
insurance may include provisions for the payment by the insurer of benefits to the employee or 
agent of the insured group, on account of hospitalization or medical or surgical aid for himself, 
his spouse, his child or children, or other persons chiefly dependent upon him for support and 
maintenance. 

(g) Any policy or contract of group accident, group health or group accident and health 
insurance may provide for readjustment of the rate of premium based on the experience 
thereunder at the end of the first year, or at any time during any subsequent year based upon at 
least 12 months of experience: Provided that any such readjustment after the first year shall not 

~ be made any more frequently than once every six months. Any rate adjustment must be 
preceded by a 45-day notice to the contract holder before the effective date of any rate increase 
or any policy benefit revision. A notice of nonrenewal shall be given to the contract holder 45 

a 
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days prior to termination. Any refund under any plan for readjustment of the rate of premium 
based on the experience under group policies and any dividend paid under the policies may be 
used to reduce the employer's or principal's contribution to group insurance for the employees 
of the employer, or the agents of the principal, and the excess over the contribution by the 
employer, or principal, shall be applied by the employer, or principal, for the sole benefit of the 
employees or agents. 

(h) Nothing contained in this section applies to any contract issued by any corporation 
defined in Article 65 of this Chapter. (1945, c. 385; 1947, c. 721; 1951, c. 282; 1953, c. 1095, 
ss. 6, 7; 1987, c. 752, s. 19; 1989, c. 485, s. 41; c. 775, ss. 1,2; 1991, c. 644, s. 11; c. 720, s. 88; 
1991 (Reg. Sess., 1992), c. 837, s. 4; 1993, c. 408, ss. 3, 3.1; c. 409, s. 14; 1995, c. 507, ss. 

~23A.l(c), 23A.l(d); 1997-259, ss. 8, 9; 2000-132, s. 1; 2003-221, s. 12; 2005-223, ss. I (a), 
,,, 2(c).) 
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§ 58-51-85. Group or blanket accident and health insurance; approval of forms and filing 
of rates. 

No policy of group or blanket accident, health or accident and health insurance shall be 
delivered or issued for delivery in this State unless the form of the policy contracts including the 
master policy contract, the individual certificates thereunder, the applications for the contract, 
and a schedule of the premium rates pertaining to such form or forms, have been filed with and 
the forms approved by the Commissioner. (1945, c. 385; 1991, c. 720, s. 34.) 
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§ 58-51-95. Approval by Commissioner of forms, classification and rates; hearing; 
exceptions. 

(a) No policy of insurance against loss or expense from the sickness, or from the bodily 
injury or death by accident of the insured shall be issued or delivered to any person in this State 
nor shall any application, rider or endorsement be used in connection therewith until a copy of 
the form thereof and of the classification of risks and the premium rates, or, in the case of 
cooperatives or assessment companies the estimated cost pertaining thereto, have been filed 
with the Commissioner. 

(b) No such policy shall be issued, nor shall any application, rider or endorsement be 
used in connection therewith, until the expiration of 90 days after it has been so filed unless the 
Commissioner shall sooner give his written approval thereto. 

(c) The Commissioner may within 90 days after the filing of any such form, disapprove 
such form 

(I) 	 If the benefits provided therein are unreasonable in relation to the premium 
charged, or 

(2) 	 If it contains a provision or provisions which are unjust, unfair, inequitable, 
misleading, deceptive or encourage misrepresentation of such policy. 

(d) If the Commissioner shall notify the insurer which has filed any such form that it 
does not comply with the provisions of this section or sections, it shall be unlawful thereafter 
for such insurer to issue such form or use it in connection with any policy. In such notice the 
Commissioner shall specify the reasons for his disapproval and state that a hearing will be 
granted within 20 days after request in writing by the insurer. 

,,(; 	 (e) The Commissioner may at any time, after a hearing of which not less than 20 days' 
written notice shall have been given to the insurer, withdraw his approval of any such form on 
any of the grounds stated in this section. It shall be unlawful for the insurer to issue such form 
or use it in connection with any po!icy after the effective date of such withdrawal of approval. 
The notice of any hearing called under this paragraph shall specify the matters to be considered 
at such hearing and any decision affirming disapproval or directing withdrawal of approval 
under this section shall be in writing and shall specify the reasons therefor: Provided, that the 
provisions of this section shall not apply to workers' compensation insurance, accidental death 
or disability benefits issued supplementary to life insurance or annuity contracts, medical 
expense benefits under liability policies or to group accident and health insurance. 

(1) An insurer may revise rates chargeable on policies subject to this section, other than 
noncancellable policies, with the approval of the Commissioner if the Commissioner finds that 
the revised rates are not excessive, not inadequate, and not unfairly discriminatory; and exhibit 
a reasonable relationship to the benefits provided by the policies. The approved rates shall be 
guaranteed by the insurer, as to the policyholders affected by the rates, for a period of not less 
than 12 months; or as an alternative to the insurer giving the guarantee, the approved rates may 
be applicable to all policyholders at one time if the insurer chooses to apply for that relief with 
respect to those policies no more frequently than once in any 12-month period. The rates shall 
be applicable to all policies of the same type; provided that no rate revision may become 
effective for any policy unless the insurer has given the policyholder written notice of the rate 

(; revision 45 days before the effective date of the revision. The policyholder must then pay the 
I':' revised rate in order to continue the policy in force. The Commissioner may adopt reasonable 

rules, after notice and hearing, to require the submission of supporting data and such 
information as the Commissioner considers necessary to determine whether the rate revisions 
meet these standards. In adopting the rules under this subsection, the Commissioner may 
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require identification of the types of rating methodologies used by filers and may also address 
issue age or attained age rating, or both; policy reserves used in rating; and other recognized 
actuarial principles of the NAIC, the American Academy of Actuaries, and the Society of 
Actuaries. 

(g) For policies subject to this section, an individual health insurer shall not increase an 
individual's renewal premium for continued health insurance coverage under the terms of the 
individual's health insurance policy based on any health status-related factors in relation to the 
individual or a dependent of the individual, including: 

'" ~ (1) Healt~ status. 
(2) 	 Medical condition (including physical and mental illnesses). 
(3) 	 Claims experience. 
(4) 	 Duration from issue. 
(5) 	 Receipt of health care. 
(6) 	 Medical history. 
(7) 	 Genetic information. 

(h) Every policy that is subject to this section and that provides individual accident and 
health insurance benefits to a resident of this State shall return to policyholders benefits that are 
reasonable in relation to the premium charged. The Commissioner may adopt rules or utilize 
existing rules to establish minimum standards for loss ratios of policies on the basis of incurred 
claims experience and earned premiums in accordance with accepted actuarial principles and 
practices to assure that the benefits are reasonable in relation to the premium charged. Every 
insurer providing policies in this State subject to this section shall not less than annually file for 
approval its rates, rating schedules, and supporting documentation to demonstrate compliance 
with the applicable loss ratio standards of this State as adopted by the Commissioner. All 
filings of rates and rating schedules shall comply with the standards adopted by the 
Commissioner. The filing shall include a certification by an individual who is either a Fellow or 
an Associate of the Society of Actuaries or a Member of the American Academy of Actuaries 
that the rates are not excessive, not inadequate, and not unfairly discriminatory; and that the 

"rates exhibit a reasonable relationship to the benefits provided by the policy. Nothing in this 
(5) 	

subsection shall require an insurer to provide certification with respect to a previous rate 
period, or to require an insurer to reduce properly filed and approved rates before the end of a 
rate period. This subsection does not apply to any long-term care policy issued in this State on 
or after February 1, 2003, and noncancellable accident and health insurance. 

(i) For any long-term care policy issued in this State on or after February 1, 2003, an 
insurer shall on or before March 15 of each year: 

(1) 	 Provide to the Commissioner an actuarial certification 1 isting all of its 
long-term care policy forms available for sale in this State as of December 
31 of the prior year, stating that the current premium rate schedule for each 
form is sufficient to cover anticipated costs under moderately adverse 
experience and stating that the premium rate schedule is reasonably expected 
to be sustainable over the life of the form with no future premium increases 
antic ipated. 

(2) 	 For any policy form for which the statement in subdivision (1) of this 
subsection cannot be made or is qualified, submit a plan of corrective action 
to the Commissioner for approval. 

(j) For purposes of this section, accident and health insurance means insurance against 
death or injury resulting from accident or from accidental means and insurance against 
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disablement, disease, or sickness of the insured. This includes Medicare supplemental 
insurance, long-term care, nursing home, or home health care insurance, or any combination 
thereof, specified disease or illness insurance, hospital indemnity or other fixed indemnity 
insurance, short-term limited duration health insurance, dental insurance, vision insurance, and 
medical, hospital, or surgical expense insurance or any combination thereof. Notwithstanding 
any other provision to the contrary, subsection (h) of this section does not apply to disability 
income insurance. (1951, c. 784; 1979, c. 755, s. 15; 1989, c. 485, s. 56; 1991, c. 636, s. 3; c. 
720, s. 4; 2001-334, s. 17.3; 2005-223, s. 1 (b); 2005-412, ss. l(a), l(b).) 

" 
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58-65-40. Supervision of Commissioner of Insurance; form of contract with subscribers; 
schedule of rates. 

No hospital service corporation shall enter into any contract with subscribers unless and until 
it shall have filed with the Commissioner of Insurance a specimen copy of the contract or 
certificate and of all applications, riders, and endorsements for use in connection with the 
issuance or renewal thereof to be formally approved by him as conforming to the section of this 
Article entitled "Subscribers' contracts," and conforms to all rules and regulations promulgated 
by the Commissioner of Insurance under the provisions of this Article and Article 66 of this 
Chapter. The Commissioner of Insurance shall, within a reasonable time after the filing of any 
such form, notify the corporation filing the same either of his approval or of his disapproval of 
such form. 

No corporation subject to the provisions of this Article and Article 66 of this Chapter shall 
enter into any contract with a subscriber after the enactment hereof unless and until it shall have 
filed with the Commissioner ofInsurance a full schedule of rates to be paid by the subscribers to 
such contracts and shall have obtained the Commissioner's approval thereof. The Commissioner 
may refuse approval if he finds that such rates are excessive, inadequate, or unfairly 
discriminatory; or do not exhibit a reasonable relationship to the benefits provided by such 
contracts. At all times such rates and form of subscribers' contracts shall be subject to 
modification and approval of the Commissioner ofinsurance under rules and regulations adopted 
by the Commissioner, in conformity to this Article and Article 66 of this Chapter. (1941, c. 338, 

(Y 
s. '4; ] 989, c. 485, s. 57.) 
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§ 58-65-45. Public hearings on revIsion of existing schedule or establishment of new 
schedule; publication of notice. 

Whenever any hospital service corporation licensed under this Article and Article 66 of this 
Chapter makes a rate filing or any proposal to revise an existing rate schedule or contract form, 
the effect of which is to increase or decrease the charge for its contracts, or to set up a new rate 
schedule, and such rate schedule is subject to the approval of the Commissioner, such hospital 
service corporation shall file its proposed rate change or contract form and supporting data with 

<yth~ commissioner, who shall review the filing in accordance with the standards in a.s. 58-65-40. 
Such rate revision or new rate schedule with respect to individual subscriber contracts shall be 
guaranteed by the insurer, as to the contract and certificate holders thereby affected, for a period 
of not less than 12 months; or with respect to individual subscriber contracts as an alternative to 
giving such guarantee, such rate revision or new rate schedule may be made applicable to all 
individual contracts at one time if the corporation chooses to apply for such relief with respect to 
such contracts no more frequently than once in any 12-monthperiod. Such rate revision or new 
rate schedule shall be applicable to all contracts of the same type; provided that no rate revision 
or new rate schedule may become effective for any contract holder unless the corporation has 
given written notice of the rate revision or new rate schedule not less than 30 days prior to the 
effective date of such revision or new rate schedule. The contract holder thereafter must pay the 
revised rate or new rate schedule in order to continue the contract in force. The Commissioner 
may promulgate reasonable rules, after notice and hearing, to require the submission of 
supporting data and such information as is deemed necessary to determine whether such rate 
revisions meet these standards. At any time within 60 days after the date of any filing ,under this 
section or a.s. 58-65-40, the Commissioner may give written notice to the corporation of a fixed 
time and place for a hearing on the filing, which time shall be no less than 20 days after notice is 
given. In the event no notice of hearing is issued within 60 days from the date of any filing, the 
filing shall be deemed to be approved, subject to modification by the Commissioner as 
authorized by a.s. 58-65-40. In the event the Commissioner gives notice of a hearing, the 
corporation making the filing shall, not less than 10 days before the time of the hearing, cause to 

coe published in a daily newspaper or newspapers published in North Carolina, and in accordance 
with the rules and regulations of the Commissioner of Insurance, a notice, in the form and 
content approved by the Commissioner, setting forth the nature and effect of such proposal and 
the time and place of the public hearing to be held. If the Commissioner does not issue an order 
within 45 days after the day on which the hearing began, the filing shall be deemed to be 
approved, subject to modification by the Commissioner as authorized by a.s. 58-65-40. (1953, 
c. 1118; 1985, c. 666, s. 60; 1989, c. 485, s. 58.) 
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§ 58-65-60. Subscribers' contracts; required and prohibited provisions. 
(a) Every contract made by a corporation subject to the provisions of this Article and 

Article 66 of this Chapter shall be for a period not to exceed 12 months, and no contract shall 
be made providing for the inception of benefits at a date later than one year from the date of the 
contract. Any such contract may provide that it shall be automatically renewed for a similar 
period unless there shall have been one month's prior written notice of termination by either the 
subscriber or the corporation. 

(b) Contracts may be issued that entitle one or more persons to benefits under those 
contracts. Persons entitled to benefits under those contracts, other than the certificate holder, 
may only be the certificate holder's spouse, lawful or legally adopted child of the certificate 
holder or the certificate holder's spouse, or any other person who resides in the same household 
with the certificate holder and is dependent upon the certificate holder. 

(c) 	 Every contract entered into by any such corporation with any subscriber thereof 
'" 	 "shall be in writing and a certificate stating the terms and conditions thereof shall be furnished to 

the subscriber to be kept by him. No such certificate form, other than to group subscribers of 
groups of 1 0 or more certificate holders or those issued pursuant to a master group contract 
covering to or more certificate holders shall be made, issued or delivered in this State unless it 
contains the following provisions, provided, however, groups between five and 1 0 certificate 
holders complying with and maintaining eligibility status under regulations approved by the 
Commissioner of Insurance for group enrollment may be cancelled if such participation falls 
below the minimum participation of five certificate holders; or if the group takes other group 
hospital, medical or surgical coverage: 

(1) 	 A statement of the amount payable to the corporation by the subscriber and 
the times at which and manner in which such amount is to be paid; this 
provision may be inserted in the application rather than in the certificate. 
Application need not be attached to certificate. 

(2) 	 A statement of the nature of the benefits to be furnished and the period 
during which they will be furnished. 

(3) 	 A statement of the terms and conditions, if any, upon which the contract may 
be cancelled or otherwise terminated at the option of either party. The 
statement shall be in the following language: 
a. 	 "Renewabilitytl: Any contract subject to the provisions of this 

subdivision is renewable at the option of the subscriber unless 
sufficient notice in writing of nonrenewal is mailed to the subscriber 
by the corporation addressed to the last address recorded with the 
corporation. 

b. 	 "Sufficient notice" shall be as follows: 
1. 	 During the first year of any such contract, or during the first 

year following any lapse and reinstatement, or reenrollment, a 
period of 30 days. 

2. 	 During the second and subsequent years of continuous 
coverage, a number of full calendar months most nearly 
equivalent to one fourth the number of months of continuous 
coverage from the first anniversary of the date of issue or 
reinstatement or reenrollment, whichever date is more recent, 
to the date of mailing of such notice. 
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3. 	 No period of required notice shall exceed two years, and no 
renewal hereunder shall renew any such contract for any 
period beyond the required period of notice except by written 
agreement of the subscriber and corporation. 

The contract may be modified, terminated or cancelled by the 
corporation at any time at its option, upon: 
a. 	 Nonpayment by the subscriber of fees or dues as required. 
b. 	 Failure or refusal by the subscriber to comply with rate or benefit 

changes approved by the Commissioner under O.S. 58-65-45. 
c. 	 Failure or refusal by the subscriber after 30 days' written notice to 

subscriber to transfer into hospital, medical, or dental service plan 
serving the area to which the subscriber has changed residence and is 
eligible for or to which corporation is required to transfer by 
interplan agreement of transfer. 

(4) 	 A statement that the contract includes the endorsement thereon and attached 
papers, if any, and together with the applications contains the entire contract. 

(5) 	 A statement that if the subscriber defaults in making any payment, under the 
contract, the subsequent acceptance of a payment by the corporation at its 
home office shall reinstate the contract, but with respect to sickness and " 
injury, only to cover such sickness as may be first manifested more than 10 
days after the date of such acceptance. 

(d) 	 In every such contract made, issued or delivered in this State: 
(l) 	 All printed portions shall be plainly printed; 
(2) 	 The exceptions from the contract shall appear with the same prominence as 

the benefits to which they apply; and 
(3) 	 If the contract contains any provision purporting to make any portion of the 

articles, constitution or bylaws of the corporation a part of the contract, such 
portion shall be set forth in full. 

(e) A service corporation may issue a master group contract with the approval of the 
Commissioner if the contract and the individual certificates issued to members of the group 
comply in substance to the other provisions of this Article and Article 66 of this Chapter. The 
contract may provide for the adjustment of the rate of the premium or benefits conferred as 
provided in the contract, and in accordance with an adjustment schedule filed with and 
approved by the Commissioner. If the contract is issued, altered or modified, the subscribers' 
contracts issued under that contract are altered or modified accordingly, all laws and clauses in 
subscribers' contracts to the contrary notwithstanding. Nothing in this Article and Article 66 of 
this Chapter shall be construed to prohibit or prevent the same. Forms of such contract shall at 
all times be furnished upon request of subscribers thereto. 

" (e I) Employees shall be added to the master group coverage no later than 90 days after 
their first day of employment. Employment shall be considered continuous and not be 
considered broken except for unexcused absences from work for reasons other than illness or 
injury. The term "employee" is defined as a nonseasonal person who works on a full-time basis, 
with a normal work week of 30 or more hours and who is otherwise eligible for coverage, but 
does not include a person who works on a part-time, temporary, or substitute basis. 

(e2) Whenever an employer master group contract replaces another group contract, 
whether this contract was issued by a corporation under Articles I through 67 of this Chapter, 
the liability of the succeeding corporation for insuring persons covered under the previous 
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group contract is (i) each person is eligible for coverage in accordance with the succeeding 
corporation's plan of benefits with respect to classes eligible and activity at work and 
nonconfinement rules must be covered by the succeeding corporation's plan of benefits; and (ii) 

eeach person not covered under the succeeding corporation's plan of benefits in accordance with 
(i) above must nevertheless be covered by the succeeding corporation if that person was validly 
covered, including benefit extension, under the prior plan on the date of discontinuance and if 
the person is a member of the class of persons eligible for coverage under the succeeding 
corporation's plan. 

(e3) When determining employee eligibility for a large employer, as defined in G.S. 
58-68-25( I 0), an individual proprietor, owner, or operator shall be defined as an "employee" 
for the purpose of obtaining coverage under the employee group health plan and shall not be 
held to a minimum workweek requirement as imposed on other eligible employees. 

(f) Any hospitalization contract renewed in the name of the subscriber during the grace 
period shall be construed to be a continuation of the contract first issued. (1941, c. 338, s. 7; 
1947, c. 820, ss. 3,4; 1955, c. 679, ss. 1-3; 1957, c. 1085, s. 1; 1961, c. 1149; 1989, c. 775, s. 4; 
1991, c. 720, ss. 38, 88; 1991 (Reg. Sess., 1992), c. 837, s. 4; 1993, c. 408, s. 4; c. 409, s. 24; 
1995, c. 507, s. 23A.l(e); 1997-259, s. 17; 2001-417, s. 12; 2005-223, s. 2(a).) 
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§ 58-67-50. Evidence of coverage and premiums for health care services. 
(a) 	 (l) Every enrollee residing in this State is entitled to evidence of coverage under 

a health care plan. If the enrollee obtains coverage under a health care plan 
through an insurance policy or a contract issued by a hospital or medical 
service corporation, whether by option or otherwise, the insurer or the 
hospital or medical service corporation shall issue the evidence of coverage. 
Otherwise, the health maintenance organization shall issue the evidence of 
coverage. 

(2) 	 No evidence of coverage, or amendment thereto, shall be issued or delivered 
to any person in this State until a copy of the fonn of the evidence of 
coverage, or amendment thereto, has been filed with and approved by the 
Commissioner. 

(3) 	 An evidence of coverage shall contain: 
a. 	 No provisions or statements which are unjust, unfair, inequitable, 

misleading, deceptive, which encourage misrepresentation, or which 
are untrue, misleading or deceptive as defined in G.S. 58-67-65(a); 
and 

b. 	 A clear and complete statement, if a contract, or a reasonably 
complete summary, if a certificate of: 
I. 	 The health care services and insurance or other benefits, if 

any, to which the enrollee is entitled under the health care 
plan; 

2. 	 Any limitations on the services, benefits, or kind of benefits, 
to be provided, including any deductible or copayment 
feature; 

3. 	 Where and in what manner information is available as to how 
services may be obtained; 

4. 	 The total amount of payment for health care services and the 
indemnity or service benefits, if any, which the enrollee is 
obligated to pay with respect to individual contracts, or an 
indication whether the plan is contributory or noncontributory 
with respect to group certificates; 

5. 	 A clear and understandable description of the health 
maintenance organization's method of resolving enrollee 
complaints; 

6. 	 A description of the reasons, if any, for which an enrollee's 
enrollment may be terminated for cause, which reasons may 
include behavior that seriously impairs the health 
maintenance organization's ability to provide services or an 
inability to establish and maintain a satisfactory 
physician-patient relationship after reasonable efforts to do so 
have been made. 

Any subsequent change may be evidenced in a separate document 
issued to the enrollee. 

(4) 	 A copy of the form of the evidence of coverage to be used in this State, and 
any amendment thereto, shall be subject to the filing and approval 
requirements of subsection (b) unless it is subject to the jurisdiction of the 
Commissioner under the laws governing health insurance or hospital or 
medical service corporations in which event the filing and approval 
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provisions of such laws shall apply. To the extent, however, that such 
provisions do not apply the requirements m subsection (c) shall be 
applicable. 

(b) (I) Premium approval. - No schedule of premiums for coverage for health care 
services, or any amendment to the schedule, shall be used in conjunction 
with any health care plan until a copy of the schedule or amendment has 
been filed with and approved by the Commissioner. 

(2) Individual coverage. Premiums shall be established in accordance with 
actuarial principles for various categories of enrollees. Premiums applicable 
to an enrollee shall not be individually determined based on the status of the 
enrollee's health. Premiums shall not be excessive, inadequate or unfairly 
discriminatory; and shall exhibit a reasonable relationship to the benefits 
provided by the evidence of coverage. The premiums or any premium 
revisions for nongroup enrollee coverage shall be guaranteed, as to every 
enrollee covered under the same category of enrollee coverage, for a period 
of not less than 12 months. As an alternative to giving this guarantee for 
nongroup enrollee coverage, the premium or premium revisions may be 
made applicable to all similar categories of enrollee coverage at one time if 
the health maintenance organization chooses to apply for the premium 
revision with respect to the categories of coverages no more frequently than 
once in any 12-month period. The premium revision shall be applicable to 
all categories of non group enrollee coverage of the same type; provided that 
no premium revision may become effective for any category of enrollee 
coverage unless the HMO has given written notice of the premium revision 
to the enrollee 45 days before the effective date of the revision. The enrollee 
must then pay the revised premium in order to continue the contract in force. 
The Commissioner may adopt reasonable rules, after notice and hearing, to 
require the submittal of supporting data and such information as the 
Commissioner considers necessary to determine whether the rate revisions 
meet the standards in this subdivision. In adopting the rules under this 
subsection, the Commissioner may require identification of the types of 
rating methodologies used by filers and may also address standards for data 
in HMO rate filings for initial filings, filings by recently licensed HMOs, 
and rate revision filings; data requirements for service area expansion 
requests; policy reserves used in rating; incurred loss ratio standards; and 
other recognized actuarial principles of the NAlC, the American Academy 
of Actuaries, and the Society of Actuaries. 

(3) Group coverage. - Employer group premiums shall be established in 
accordance with actuarial principles for various categories of enrollees, 
provided that premiums applicable to an enrollee shall not be individually 
determined based on the status of the enrollee's health. Premiums shall not 
be excessive, inadequate, or unfairly discriminatory, and shall exhibit a 
reasonable relationship to the benefits provided by the evidence of coverage. 
The premiums or any revisions to the premiums for employer group 
coverage shall be guaranteed for a period of not less than 12 months. No 
premium revision shall become effective for any category of group coverage 
unless the HMO has given written notice of the premium revision to the 
master group contract holder upon receipt of the group's finalized benefits or 
45 days before the effective date of the revision, whichever is earlier. The 

G.S. 58-67-50 Page 2 



master group contract holder thereafter must pay the revised premium in 
order to continue the contract in force. The Commissioner may adopt 
reasonable rules, after notice and hearing, to require the submittal of 
supporting data and such information as the Commissioner considers 
necessary to determine whether the rate revisions meet the standards in this 
subdivision. 

(c) The Commissioner shall, within a reasonable period, approve any form if the 
requirements of subsection (a) of this section are met and any schedule of premiums if the 
requirements of subsection (b) of this section are met. It shall be unlawful to issue the form or 
to use the schedule of premiums until approved. If the Commissioner disapproves the filing, the 
Commissioner shall notify the filer. In the notice, the Commissioner shall specify the reasons 
for disapproval. A hearing will be granted within 30 days after a request in writing by the 
person filing. If the Commissioner does not approve or disapprove any form or schedule of 
premiums within 90 days after the filing for forms and within 45 days after the filing for 
premiums, they shall be deemed to be approved. 

(d) The Commissioner may require the submission of whatever relevant information he 
deems necessary in determining whether to approve or disapprove a filing made pursuant to 
this section. 

(e) Every health maintenance organization shall provide at least minimum cost and 
utilization information for group contracts of 100 or more subscribers on an annual basis when 
requested by the group. Such information shall be compiled in accordance with the Data 
Collection Form developed by the Standardized HMO Date Form Task Force as endorsed by 
the Washington Business Group on Health and the Group Health Association of America on 
November 19, 1986, and any subsequent amendments. (1977, c. 580, s. 1 ~ 1979, c. 876, s. 1; 

~ 1987, c. 631, s. 9; 1989, c. 485, s. 59; 1991, c. 195, s. 1; c. 644, s. 13; c. 720, s. 36; 1995, c. 
r:> 

193, s. 59; 1997-474, s. 3; 1997-519, s. 1.3; 2001-334, ss. 8.1, 17.4; 2001-487, ss. 106(a), 
106(b); 2008-124, s. 5.3; 2009-173, s. 1.) 
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11 NCAC 12.0321 RATE FILING: HMO 
(a) All schedules ofpremiums for enrollee coverage for health care services, or amendment thereto, shall be filed in duplicate 
in accordance with 11 NCAC 12 .0307(b)(5), indicating whether the schedule is original or amended. 
(b) All filings shall be accompanied by: 

(1) A certification by the chiefexecutive officer ofthe corporation that the premiums applicable to an enrollee 
are not individually determined based on the status of his health; 

(2) A certification by an actuarial expert that such premiums are established in accordance with actuarial 
principles for various categories ofenrollees and are not excessive, inadequate, or unfairly discriminatory; 

(3) Actuarial data supporting the schedule of premiums; 
(4) Such other data deemed necessary by the commissioner to determine whether to approve or disapprove the 

t; filing; 
<Y(c) Actuarial data and rates required by this Rule shall be filed in triplicate. 

History Note: 	 Authority G,S. 58-67-50; 58-67-]50; 
Eff January 22, ]980; 
Amended Eff February ], /992. 



11 NCAC 12.0329 SUBMISSION REQUIREMENTS: FORM AND RATE FILINGS 

Any insurer, as defined by G.S. 58-1-5(3), that files with the Commissioner for review or approval product forms of life, 

annuity, accident and health, multiple employer welfare arrangements or managed care provider contract forms and 

supporting documents, or premium rates, shall comply with the following: 


(l) Include a cover letter, or the NAIC Adopted Uniform Transmittal Document in lieu thereof, that: 
(a) Includes the name and address of the submitting company. 
(b) States the company issuing the form. 
(c) Includes the toll-free telephone number and valid electronic e-mail address of the filer. 
(d) Provides a unique identifying form number ofeach form submitted and its descriptive title. 
(e) Indicates whether the form is new or a form revision. 
(f) Identifies, for any revised forms, the form being replaced by its form number, assigned 

tracking number, and approval date. 
(2) Submitted either via: 

(a) Paper. 
(b) Electronic E-Mail compressed in Adobe Acrobat. 
(c) The National Association of Insurance Commissioners system for electronic rate and form 

filings (SERFF). 
(3) Using the following forms and formats: 

(a) Variable text or benefit ranges shall be in brackets. 
(b) Ifapplications, riders, endorsements or certificates are filed separately, the filer shaH indicate 

policy forms with which they are used. 
(c) Rates by age and mode of payment, including a signed actuarial memorandum, shall be 

attached to each form requiring a premium. 
(d) Forms shall include a unique form number located in the lower left-hand corner of the first 

page. 
(e) Filing shall be comprised ofone clean copy of the entire submission. 
(f) Electronic submissions shall be formatted in Portable Document Format Adobe Acrobat. 
(g) Red-line side by side comparisons shall be provided with initial submissions that are revising 

previously-approved forms. An officer of the company shall provide a statement certifying 
that no changes, other than those red-lined, were made to the form(s). 

(h) Red-line side by side comparisons shall be provided with each resubmission offorms revised 
during the review process as requested by the Commissioner. 

(4) Rates: 
(a) Individual or non-group accident and health products subject to Chapter 58 of the General 

Statutes shall demonstrate and describe the development ofthe requested premium. All 30 of 
the State's "Additional Data Requirements" as required in 11 NCAC 16 .0205 shall be 
addressed. 

(b) Credit involuntary unemployment insurance, credit life, credit accident and health, and credit 
property products subject to Article 57 of Chapter 58 of the General Statutes shall 
demonstrate and describe the development of the requested premium. All applicable data 

c elements as required in 11 NCAC 16.0400 or 16 .0500 shall be addressed; 
(c) Health maintenance organizations subject to Article 67 ofChapter 58 ofthe General Statutes 

shall demonstrate and describe the development ofthe requested premium. All data elements 
as required in 11 NCAC 16.0400 and 16.0600 shall be addressed; 

(d) Service Corporations subject to Article 65 of Chapter 58 of the General Statutes shall 
demonstrate and describe the development of the requested premium adjustment in 
accordance with sound actuarial principles and standards. 

(5) No form or rate shall be deemed approved by statute unless the filer provides the Commissioner with 
written notice. 

(6) Submissions that have been disapproved and are not brought into compliance within 60 days of initial 
receipt shall be closed. File closure shall not prevent revised subsequent submissions but such will be 
treated as a new filing. 

(7) The Commissioner may reject and disapprove incomplete submissions. 



<1;History Note: 	 Authority G.S 58-2-40; 58-51-1; 58-51-95; 58-54-20; 58-54-35; 58-55-30; 58-55-31; 58-57-30, 
58-58-1; 58-65-1; 58-65-40; 58-67-50; 58-67-150; 
EJf. July I, 2006, 

" 




SECTION .0200 - INDIVIDUAL ACCIDENT AND HEALTH INSURANCE 

11 NCAC 16.0201 MINIMUM LOSS RATIO STANDARDS 
(a) For individual accident and health insurance policies and riders delivered in this State, the standard minimum 
guideline loss ratio for conditionally renewable, guaranteed renewable, and noncancelable medical expense, loss of 
income, and other type coverages (but not including long-term care insurance policies issued in this State on or after 
February I, 2003) shall be as promulgated by the National Association ofInsurance Commissioners for such coverages 
as 'Of the issue date of such policies and riders. 

t:Il(b) 	 Ifa company fails to satisfy NAIC minimum future or lifetime loss ratio standards for a particular type ofcoverage, 
then to comply with the loss ratio standards in Paragraph (a) ofthis Rule, the company shall: 

(1) 

(2) 
(3) 
(4) 

Combine the experience of such policy form(s) with other forms with similar type of coverage for 
which the pooling of experience is actuarially justified; 
Provide premium credits or refunds; 
Decrease premium rates for one or more subsequent rating periods; or 
Implement an actuarially justified alternative proposal. 

History Note: Authority G.s. 58-2-40; 58-3-275; 58-51-95; 58-63-15(7)b; 
Eff March I, 1992; 
Amended Eff July I, 2006. 

c 



11 NCAC 16.0205 DATA REQUIREMENTS FOR RATE REVISION SUBMISSION 
(a) With respect to any individual accident and health insurance policy governed by Articles 1 through 64 ofChapter 58 
for which an adjustment ofpremium rate is allowed by law, the insurer shall submit an actuarial memorandum describing 
and demonstrating the development ofany requested premium rate revision. The actuarial memorandum shall contain a 
subsection identified as "Additional Data Requirements." The initial rate revision filing shall be submitted to and 
stamped received by the Department's Life and Health Division. An insurer shall submit all data required by this Rule 
within 45 days after the date that the initial rate revision filing is stamped received. Subsequent data submissions on 
incomplete initial rate revision filings shall be made directly to the Department's Actuarial Services Division within the 
45 day period. The following data is required in the "Additional Data Requirements" subsection: 

(l) Identification ofthe submitted data as North Carolina or countrywide and consistent use of this data 
identification throughout this Section. 

(2) Identification of all previously approved policy forms included in the rate revision submission, by 
North Carolina policy form number. 

(3) The month, year, and percentage amount of all previous rate revisions. 
(4) The month and year that the rate revision is scheduled to be implemented (hereinafter referred to as the 

"implementation date"). 
(5) The type of renewability provision contained in each policy form; e.g., guaranteed renewable. 
(6) The type ofcoverage provided by each policy form; e.g., medical expense. 
(7) Identification ofthe type ofrating methodology; e.g., issue age, attained age, community rate or other. 
(8) The National Association ofInsurance Commissioners minimum guideline loss ratio and, ifdifferent, 

the insurer's minimum guideline loss ratio. 
(9) The average annual premium for North Carolina and countrywide before and after the implementation 

of the rate revision. 
(10) The number ofNorth Carolina and countrywide policyholders affected by the rate revision. 
(11 ) The requested rate revision percentage attributable to experience. 
(12) The requested rate revision percentage attributable to changes in benefits promulgated by Medicare, if 

applicable, and the calculation used to develop this percentage. 
( 13) Identification and actuarial justification of all groupings of policy forms. 
(14) The historical calendar year earned premium subdivided by duration and expressed on an actual and a 

current premium rate basis for the period oftime from the earliest date that experience is recorded to 
the most recent date experience is recorded. 

(15) The "expected" incurred loss ratios by duration based upon original pricing assumptions for all policy 
durations considered in the original pricing. 

(16) The "expected" lapse rates by duration based upon original pricing assumptions for all policy durations 
considered in the original pricing, including assumptions for voluntary lapse rates and mortality rates. 

(17) The "actual" lapse rates for duration one through the duration coinciding with the calendar year for 
which the most recent experience is recorded. 

c (18) The historical calendar year incurred claims, for other than Medicare supplement insurance, covering 
the period oftime from the earliest date that experience is recorded to the most recent date experience 
is recorded. 

(19) The historical calendar year incurred claims, for Medicare supplement insurance, expressed on an 
actual and a current benefit level basis covering the period oftime from the earliest date experience is 
recorded to the most recent date experience is recorded. 

(20) A count of the number of incurred claims for each calendar year of data provided; which means the 
total number ofclaims reported during the calendar year (whether paid or in the process ofpayment), 
plus the number of incurred but not reported claims at the end ofthe calendar year, minus the number 
of incurred but not reported claims at the beginning of the calendar year. For disability income 
insurance, only the initial claim payment for each period ofdisablement shall be counted. For each 
type of medical expense benefit, only the initial claim payment per cause shall be counted; for 
example, payments for continuation of a claim, such as refills on a prescription drug. are to be 
excluded from the incurred claim count. 

(21) An estimation of the amount of policy year exposure contributed by all policyholders within each 
calendar year of data provided. 

(22) A statement declaring whether this is an open block of business or a closed block of business. 



(23) 	 An estimation ofthe annual earned premium on new issues stated at the current premium rate basis for 
the period oftime from the date that the most recent experience is last recorded to a date not exceeding 
the fifth year following the implementation date. 

(24) 	 The number of months that the rate will be guaranteed to an individual policyholder. 
(25) 	 The rate revision implementation method, such as the next premium due date following a given date, 

the next policy anniversary date, or otherwise; if otherwise, an explanation must be included. 
(26) 	 A statement declaring the month and year of the earliest anticipated date of the next rate revision. 
(27) 	 An explanation and actuarial justification of the apportionment ofthe aggregate rate revision within 

each policy form or between policy forms that have been grouped; and a demonstration that the 
apportionment of the aggregate rate revision yields the same premium income as if the rate revision 
had been applied uniformly. 

(28) 	 An explanation and actuarial justification, if applicable, for changing any factor that affects the 
premium. 

(29) 	 An explanation ofthe effect that the rate revision will have on the incurred loss ratio on those policies 
in force for three years or more as exhibited in the Medicare Supplement Experience Exhibit of the 
Annual Statement. 

(30) 	 The name, address, and telephone number of an insurance company representative who will be 
available to answer questions relating to the rate revision. 

(b) For the following individual accident and health policies, except Medicare supplement and long-term care, data is not 
required to be subdivided by policy year duration; and the data in Subparagraphs (a)( IS}, (a)( 16), and (a)(17)ofthis Rule 
may be omitted: 

(I) 	 short term non-renewable; e.g., airline trip, student, or accident; 
(2) 	 annual renewable term that are repriced every year; and 
(3) 	 any closed block of business for which all in force policies have exceeded the seventh year duration. 

History Note: Authority G.S 58-2-40(1); 58-51-95; 58-63-15(7)b; 
Eff. June I, 1992; 
Amended Eff. August I, 2005; February I, 1994; October I, 1993; January I, 1993. 



c 

11 NCAC 16.0602 HMO GENERAL FILING REQUIREMENTS 
(a) All schedules of premiums for enrollee coverage for health care services and amendments to schedules of 
premiums that are filed with the Department shall be submitted to and stamped received by the Life and Health 
Division and indicate whether the filing is an original or amended filing. All data requirements prescribed by this 
Se't:tion must be submitted within 30 days after the date that the filing is stamped received, or the filing will be deemed 

'"to be disapproved. Subsequent data submissions for rate filings deemed to be in non-compliance with this Section shall 
be made directly to the Department's Actuarial Services Division within the 30 day period. 
(b) All filings shall be accompanied by: 

(I) 	 A certification by a qualified actuary that the premiums applicable to an enrollee are not individually 
determined based on the status of his health and that such premiums are established in accordance 
with actuarial principles for various categories of enrollees and are not excessive, inadequate, or 
unfairly discrim inatory. 

(2) 	 Actuarial data supporting the schedule ofpremiums as prescribed by II NCAC 16.0603, II NCAC 
16.0604, II NCAC 16.0605, 11 NCAC 16.0206 and 11 NCAC 16.0207. 

(c) All data and schedules that are required to be filed by this Section shall be filed in duplicate. 
(d) As used in Paragraph (b) ofthis Rule, "qualified actuary" means an individual who is an Associate or Fellow ofthe 
Society of Actuaries or a Member of the American Academy of Actuaries and has at least three years of substantive 
experience in the HMO or another managed health care field. 

History Note: 	 Authority G.S 58-67-50(b); 58-67-150; 

FJ! April I, 1995; 

Amended Eff. February I, 1996. 




11 NCAC 16.0603 HMO RATE FILING DATA REQUIREMENTS 
All HMO rate filings shall include the following data: 

(I) Identification and a brief description of the HMO model type; 
(2) Identification of the enrollee issue basis, whether individual or group; 
(3) Identification and a brief description of the type of rating methodology, such as community rating, 

community rating by class, adjusted community rating, credibility rating, or other; 
(4) Identification and listing of all rate classification factors, such as age, gender, geographic area, 

industry, group size, or effective date; 
(5) A brief, summary description and numerical demonstration ofthe development ofthe capitated rate, 

including a listing of sources used; 
(6) A brief, summary description and numerical demonstration ofthe development ofany portion ofthe 

premium rate developed for fee-for-service claims, including a listing of sources used; 
(7) A brief, summary description of the claim reserving methodology and the incorporation of claim 

reserves into the premium rate; 
(8) A brief, summary description ofthe procedure and assumptions used to convert the total per member 

per month cost to the proposed premium rates; including assumptions for the distribution of 
community rated contracts by contract type, the ratios by tier to the single rate, and the average 
number of members in each contract type; 

(9) The projected monthly incurred loss ratios for the period oftime equal to the number ofmonths for 
which the rates will be in effect, plus the number of months the rates will be guaranteed; 

(10) The percentage of the per member per month premium for administrative expenses and for surplus. 

History Note: Authority C.S. 58-67-50(b); 58-67-150; 
Eff. April 1, /995. 



11 NCAC 16.0604 INITIAL HMO RATE FILING OAT A REQUIREMENTS AND STANDARDS 
(a) All initial HMO rate filings shall include, in addition to the data required by II NCAC 16 .0603, the following 
data: 

(I) 	 A comparison of the rates to other HMO rates with the same effective date in North Carolina for 
similar benefit plans. 

(2) 	 A completed diskette, provided by the Actuarial Services Division of the Department, containing a 
three-year financial projection that details total membership, revenues and expenses, and that includes 
a statement of cash flow, a balance sheet, and a statement of working capital and net worth. 

(b) All initial HMO rate filings shall use in the rate development a total retention loading of: 
(\) 	 no greater than 25.0% of the total premium rate for full-service HMO products issued on a group 

basis; 
(2) 	 no greater than 35.0% ofthe total premium rate for single-service HMO products issued on a group 

basis; 
(3) 	 no greater than 35.0% of the total premium rate for full-service HMO products issued on an 

individual basis; 
(4) 	 no greater than 45.0% of the total premium rate for single-service HMO products issued on an 

individual basis. 
(c) Ifan HMO uses a total retention loading which is less than the maximum limit cited in Paragraph (b) ofthis Rule 
minus 15.0%, then the following supporting documentation shall be included in the filing: 

t'Y (1) a listing ofeach ofthe specific components which make up the total retention loading expressed as a 
percentage of premium; 

(2) a brief description of the methodology employed to obtain each of the components which make up 
the total retention loading; 

(3) a brief explanation as to why any of the components which make up the total retention loading have 
changed and a statement ofopinion from an officer of the HMO that these changes are permanent in 
nature; 

(4) a brief, summary description ofthe impact ofany special fee negotiations or contract arrangements 
which affect the premium rates; identification of specific hospitals or physician groups is not 
required; 

(5) a comparison ofthe rates to other HMO rates with similar benefit plans. 
(d) All HMO's must project a positive net income after taxes in each of the last 12 months of the three year financial 
projection. 

History Note: 	 Authority G.s. 58-67-JO(d)(1); 58-67-50(b); 58-67-150; 
Eff April 1. 1995. 



11 NCAC 16.0605 HMO EXPANSION REQUEST DATA REQUIREMENTS 
AM HMO expansion requests shall include, in addition to the data required by 11 NCAC .0603, the following data: 

n (1) a comparison of the actual financial results, including total membership, revenues, and expenses, to 
the projected financial results for at least the most recent 12-month period; 

(2) 	 a completed diskette, provided by the Actuarial Services Division of the Department, containing a 
three-year financial projection that details total membership, revenues, and expenses, and that 
includes a statement ofcash flow, a balance sheet, and a statement of working capital and net worth 
for both the existing service area and the proposed area of expansion. 

History Note: 	 Authority G.s. 58-67-10(d)(J); 58-67-50(b); 58-67-150; 

Eff. April 1, 1995. 




t t NCAC 16.0606 HMO RATE REVISION FILING DATA REQUIREMENTS 

All HMO rate revision filings shall include, in addition to the data required by II NCAC 16.0603, the following data: 


( I) 	 a brief, summary description of the scope and reason for any rate revision, including the methodology 
employed to determine the revised rates; 

(2) 	 the number of months the rates will be in effect and the number of months the rates will be guaranteed; 
(3) 	 the dates and average percentage amounts of: 

(a) 	 all prior rate revisions in North Carolina during the preceding three years, and 
(b) the current rate revision request; 

and quarterly rate increases shall be shown in comparison to both the immediately preceding quarter and the corresponding 
qufuter of the previous 12-month period; 

.:'I (4) the North Carolina average annual per member per month premium revenue before and after the rate 
revision; 

(5) a brief, summary explanation ofany deviations in actual versus expected utilization rates or medical costs 
that may be used to justifY a premium rate revision; 

(6) identification and a brief, summary description ofthe derivation ofany trend factor used to project medical 
expenses; 

(7) a comparison of the actual financial results, including total membership, revenues, and expenses, to the 
projected financial results for at least the most recent 12-month period; 

(8) a completed diskette, provided by the Actuarial Services Division of the Department, that contains a 
financial projection for the period oftime equal to the number ofmonths the rates will be in effect plus the 
number ofmonths the rates will be guaranteed, that details total membership, revenues, and expenses, and 
that includes a statement ofcash flow, a balance sheet, and a statement ofworking capital and net worth. 

History Note: Authority G.s. 58-67-50(b); 58-67-150; 
Eff Aprill, 1995. 
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11 NCAC 16 .0607 HMO INCURRED LOSS RATIO STANDARDS 
(a) The following apply to all HMO rate revision filings: 

(1) 	 The application ofa requested rate increase or decrease shall result in an average incurred loss ratio 
projected for North Carolina over the period required in 11 NCAC 16.0606(8) ofthis Section which 
is not less than: 
(A) 75.0% for full-service HMO products issued on a group basis; 
(8)· 65.0% for single-service HMO products issued on a group basis; 
(C) 	 65.0% for full-service HMO products issued on an individual basis; 
(D) 	 55.0% for single-service HMO products issued on an individual basis; 

(2) 	 If the average incurred loss ratio projected for North Carolina over the period required in 11 NCAC 
16 .0606(8) ofthis Section, is greater than the minimum limit cited in Subparagraph (a)(I) of this 
Rule plus 15.0%, then the following supporting documentation shall be included in the filing: 
(A) a listing of each of the specific components which make up the total retention loading 

expressed as a percentage of premium; 
c (8) a brief description of the methodology employed to obtain each of the components which 

make up the total retention loading; 
(C) a brief explanation as to why any of the components which make up the total retention 

loading have changed and a statement of opinion from an officer of the HMO that these 
changes are permanent in nature; 

(D) a brief, summary description of the impact of any special fee negotiations or contract 
arrangements which affect the premium rates; identification of specific hospitals or 
physician groups is not required; 

(E) a comparison of the rates to other HMO rates with similar benefit plans. 
(b) The following apply to all initial HMO rate filings and HMO expansion requests: 

(1) 	 The average incurred loss ratio projected for North Carolina over the last 12 months ofthe three year 
financial projection period shall be no less than: 
(A) 	 75.0% for full-service HMO products issued on a group basis; 
(8) 	 65.0% for single-service HMO products issued on a group basis; 
(C) 	 65.0% for full-service HMO products issued on an individual basis; 
(D) 	 55.0% for single-service HMO products issued on an individual basis; 

(2) 	 If the average incurred loss ratio projected for North Carolina over the last 12 months of the three 
year financial projection is greater than the minimum limit cited in Subparagraph (b)( 1 ) ofthis Rule 
plus 15.0%, then the following supporting documentation shall be included in the filing: 
(A) 	 a listing of each of the specific components which make up the total retention loading 

expressed as a percentage of premium; 
(8) 	 a brief description of the methodology employed to obtain each of the components which 

make up the total retention loading; 
(C) 	 a brief explanation as to why any of the components which make up the total retention 

loading have changed and a statement of opinion from an officer of the HMO that these 
changes are permanent in nature; 

(D) 	 a brief, summary description of the impact of any special fee negotiations or contract 
arrangements which affect the premium rates; identification of specific hospitals or 
physician groups is not required; 

(E) 	 a comparison of the rates to other HMO rates with similar benefit plans. 

History Note: 	 Authority G.S 58-67-50(b); 58-67-150; 
Eff April 1, 1995. 



"SECTION .0800 - SMALL EMPLOYER GROUP HEALTH INSURANCE ACTUARIAL CERTIFICATION 

11 NCAC 16.0801 	 SMALL EMPLOYER GROUP HEALTH INSURANCE ACTUARIAL 
CERTIFICATION 

(a) To fulfill the requirements of G.S. 58-50-130(f), each small employer group carrier, as defined in G.S. 58-50­
110(23), shall use the following language in its actuarial certification: 

(I) The opening paragraph shall indicate the actuary's relationship to the carrier and the actuary's 
qualifications to provide the certification. 
(A) For a carrier actuary, the opening paragraph shall read as follows: 

"I, (name and title of actuary), am an (officer, employee) of (name of carrier) and am a 
member ofthe American Academy of Actuaries. I am familiar with G.S. 58-50-130." 

(8) For a consulting actuary, the opening paragraph shall read as follows: 
"I, (name and title of conSUlting actuary), am associated with (name ofactuarial consulting 
firm) and am a member ofthe American Academy ofActuaries. I have been involved in the 
preparation of the small employer group health insurance premium rates for the (name of 
carrier) and am familiar with G.S. 58-50-130." 

(2) A scope paragraph shall be included, which shall include the following language: 
"I have examined the actuarial assumptions and methodology used by (name ofcarrier) in determining 
small employer group health benefit plan premium rates and the procedures used by (name ofcarrier) 
in implementing the small employer group health benefit plan rating provisions ofG.S. 58-50-130. 

(3) If the actuary has examined the underlying records, the scope paragraph shall include the following 
language: 
"I have examined the underlying records and summaries of data used by (name of carrier) in 

c determining small employer group health benefit plan premium rates and procedures used by (name of 
carrier) in implementing the small employer group health benefit plan rating provisions ofG.S. 58-50­
130." 

(4) Ifthe actuary has not examined the underlying records, but has relied upon listings and summaries of 
data prepared by an officer ofthe company, the scope paragraph shall include the following language: 
"I have not examined the underlying records used by (name ofcarrier) in determining small employer 
group health benefit plan premium rates and procedures used by (name ofcarrier) in implementing the 
small employer group health benefit plan rating provisions of G.S. 58-50-130. 1 have relied upon 
listings and summaries of data prepared by (name and title of company officer) as certified in the 
attached statement." 

(5) The certification paragraph shall read as follows: 
"I certiiY that for the period from January I, (year) to December 31, (year) the rating method(s) of 
(name ofcarrier) are actuarially sound and that: 
(A) The rating factors used by (name of carrier) in its adjusted community rating (ACR) 

methodology are being applied consistently, not being applied individually in the final 
premium rate charged to an employee, and being applied uniformly to the premium rate 
charged to all eligible employee enrollees in a small employer group. 

(8) Periodic adjustment factors that give recognition to medical claim or medical inflation trends 
are based on (name ofcarrier)'s entire small employer group health benefit plan business, the 
same in a given month for a new and a renewing small employer group with the exception of 
Part (J) of this Subparagraph, and the same for 12 consecutive months for a given small 
employer group. 

(C) All small employer groups within a given medical care system have the same medical care 
system factor. 

(D) The medical care system factors produce rates that are not excessive, not inadequate and are 
not unfairly discriminatory in the medical care system areas and are revenue neutral to the 
small employer group carrier for its small group business in North Carolina. 

(E) The medical care system factors reflect only the relative differences in expected costs. 
(F) Rate differences because of differences in health benefit plan design only reflect benefit 

differences. 
(G) Participation and contribution requirements do not vary by policy form. 



c 

(H) 	 Stop loss, catastrophic, or reinsurance coverage provided to small employers complies with 
the underwriting, rating, and other applicable standards in G.S. 58-50-100 through G.S. 58­
50-156. 

(I) 	 The percentage increase in the premium rate charged to a small employer for a new rating 
period does not exceed the sum of the following: the percentage change in the ACR as 
measured from the first day ofthe previous rating period to the first day of the new rating 
period, any adjustment, not to exceed 15 percent annually, because of claim experience, 
health status, or duration ofcoverage ofthe employees or dependents ofthe small employer, 
and any adjustment because of change in coverage or change in case characteristics of the 
small employer group. 

(1) 	 Any adjustment because ofduration ofcoverage on Iy reflects a difference between first year 
and renewal coverage. 

(K) 	 (Name of carrier) uses an ACR methodology as prescribed in G.S.58-50-130(b)( I) and that 
the premium rates charged during a rating period to small employer groups with similar case 
characteristics for the same coverage do not deviate from the adjusted community rate by 
more than 25 percent for any reason, including differences in administrative costs and claims 
experience. 

(L) 	 Differences in administrative costs, defined as all non-medical care costs, within a policy 
form are reflected within the 25 percent deviation from the ACR. 

(M) 	 (Name ofcarrier) only uses the following demographic factors, as prescribed by G.S. 58-50­
130(b)(2): age, gender, family size, medical care system, and industry. 

(N) 	 All smaH employer group health benefit plans are guaranteed issue as prescribed by G.S. 58­
68-40. 

(0) 	 The industry rate factor associated with any industry classification divided by the lowest 
industry rate factor associated with any other industry classification shall not exceed 1.2. 

(P) 	 All small employer group health benefit plan premium rates are guaranteed for 12 months as 
prescribed in G.S. 58-50-130(b)(3). 

(Q) 	 All small employer group health benefit plan premium rate increases include a common 
premium rate increase shared by all small employer group business. 

(R) The premium rates exhibit a reasonable relationship to the benefits provided by the policies 
n and are not excessive, are not inadequate, and are not unfairly discriminatory." 

(b) The certifYing actuary shaH include a description and a sample numerical demonstration ofhow the small employer 
group health benefit plan premium rates were tested for compliance. 
(c) Ifthe certifYing actuary has not examined the underlying records or summaries, the person or persons who performed 
the examination ofthe underlying records or summaries shall provide the following certification, which shall be signed, 
dated, and attached to the actuarial certification: 

"I, (name and title of certifYing officer), am (title) of (name of insurer). I hereby affirm that the listings and 
summaries of data for (name of carrier) prepared for and submitted to (name of certifying actuary) were 
prepared under my direction and, to the best of my knowledge and belief, are accurate and complete." 

(d) If the certifYing actuary submits a qualified certification, the following information must be attached to the small 
employer group actuarial certification: 

(I) 	 A description of the incident or incidents that resulted in the certifYing actuary submitting a qualified 
certification. 

(2) 	 A submission ofa remedial plan to bring the incidents described in Paragraph (d)(I) of this Rule into 
compliance with G.S. 58-50-130(b). 

History Note: 	 Authority G.S 58-2-40; 58-50- J30; 

EjJ. December J. 2007. 


c 



Summary of Rate and Premium Regulation in North Carolina 
Ne Department of Insurance· Life & Health Division 

~.\ 

" 

Pertaining to Rates 
::I 

Pertaining to Premiums at 
Initial Issue and RenewalProduct Tvpe I Rates Upon Initial Product';\pproval Change to Rate Formulas Methods or Factors 

Individual Major Medical Market " .. 
Individual 

For L&H insurer indemnit!l !;!Ians. including PPO, but 
eXQlyging BQBS (L~H Inllyr!ilr !llans): 
GS 58-51-95(a) & (c) 

• Prior approval of rates. 

• Policy form must contain benefits that are 
reasonable in relation to premium charged. 

For HMO I1lans: 
GS 58-67-50(b) 

• Prior approval of rates. 

• Rates must be adequate, not excessive, not 
unfairly discriminatory, and bear a reasonable 
relationship to the benefits. 

For Hosl1itaVMedical Service (BCBSll1lans: 
GS 58-65-40 & 45 

• Same as above for HMO plans. 

• 001 may hold a public hearing on rates for a 
new product. 

For L&H insurer indemnit!l!llans. including PPO, but 
excluding BCBS (L&H Insurer !llans): 
GS 58-51-95(1), (g), & (h) 

Prior approval of rates. 

Rates must be adequate, not excessive, not 
unfairly discriminatory, and bear a reasonable 
relationship to the benefits. 

· Renewal premium increases may not be 
individually determined based on a person's health 
status. 

• Every policy shall return to policyholders benefits 
that are reasonable in relation to the premium 
charged. Insurers must submit annual rate filings 
demonstrating compliance with this requirement. 

For HMO I1lans: 
GS 58-67-50(b) 

· Same as for initial rates for HMO individual plans. 

For Hos!;!itallMedical Service (BCBS} plans: 

For L&H inllUrjitr ingjitmnit!l!llans. including PPQ, 
but excluding BQBS (L&H Insurer I1lans}: 
GS 58-51-95(1) 

• Premiums must be good for at least 12 
months. 

• Minimum of 45 days' notice of change 
must be given to policyholders. 

For HMQ plans: 
GS 58-67-50(b) 

• Premiums may not be individually 
determined based on a person's health 
status. 

• Premiums must be good for at least 12 
months. 

• Minimum of 45 days' notice of change 
must be given to policyholders. 

For HosgitallMedical Service (BCBS} glans: 
GS 58-65-40 & 45 

• Same as above for HMO plans. 

• 001 may hold a public hearing on any change in 
rating formula or factors. 

• Every policy shall return to policyholders benefits 
that are reasonable in relation to the premium 
charged. Insurers must submit annual rate filing 
demonstrating compliance with this requirement. 

GS 58-65-40 & 45 

• Same as above for HMO plans, except 
minimum of 30 days' notice of change must 
be given to policyholders. 

Association • Subject to regulation for large group, I.e .. prior • Subject to regulation for large group, appropriate to • Subject to regulation for large group, I.e., 

(membership approval of rates. type of carrier, i.e., no regulation over rate changes limits on frequency of adjustments and 

comprised of unless HMO or BCBS plan. required advance notice of premium change 

individuals) applicable to carrier type. 
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Summary of Rate and Premium Regulation in North Carolina 

NC Department of Insurance - Life & Health Division 


~ 

" 

I Pertaining to Rates Pertaining to Premiums at 
Initial Issue and RenewalProduct Type I Rates UDon Initial Product ADDroval Chanae to Rate Formulas lliiethods or Factors 

Employer Group Major Medica Market " 
Small Group For L&H Insurer plans: 
(1-50 employees) GS 58-50-130(b) 

• Rating formula is defined in law. Each carrier 
must develop a community rate based upon their 
entire block of small groups covered under the 
specific benefit plan. That rate may then be 
adjusted by factors to account for case 
characteristics - age, gender, geographic location, 
family composition and industry, to arrive at an 
adjusted community rate (ACR) for each group. 
The carrier is permitted an additional adjustment 
of up to +/- 25% from the ACR to reflect the 
group's experience or administrative expenses (up 
to +/-15% for renewals). 

• Review authority for rating factors. 

• Rating factors must be consistently applied to all 
small employer groups. 

• Rating method must be based upon commonly 
accepted actuarial assumptions/sound actuarial 
principles. 

• Rate filings must be accompanied by actuarial 
certification that rating methods are actuarially 
sound and rates comply with rating law. 

For HMO & BCBS plans: 
GS 58-50-130(b)& 58-S7-50(b)/58-65-40, 45 & SO 

• Prior approval of rates and/or rating factors, 
which, in addition to complying with the above, 
must be adequate, not excessive, not unfairly 
discriminatory, and bear a reasonable relationship 
to benefits. 
• 001 may hold hearing on BCSS rates 

For L&H Insurer plans: 
GS 58-50-130(b) 

• Annually all insurers submit their rating factors and 
provide a retrospective certification of compliance 
with the small group rating law and actuarial 
soundness of rating methods. 

For HMO & BCBS plans: 
GS 58-50-130(b) & 58-S7-50(b)/ 58-S5-40, 45 & SO 

• Same as above for Insurer plans, except rates 
and/or changes to rate factors are subject to prior 
approval. HMOs must receive approval of rates 
annually, even if no change. 

• Otherwise, same as for initial HMO & BCBS rates. 

For L&H Insurer plans: 
GS 58-50-130(b) 

• Premium-setting methodology is defined in 
law. Starting with a community rate, carriers 
may apply factors for case characteristics to 
arrive at an ACR for each employer group. 
Additional adjustment of up to +/- 25% from 
ACR reflecting the individual experience of 
the group or administrative expenses for the 
group is permitted (up to +/-15% for 
renewals). 

• Initial premiums must be good for at least 
12 months unless the group's composition 
changes by > 20"". 
• Renewal premiums must be good for at 
least 12 months unless the group's 
composition changes by > 20%. 
• Minimum 45 days' notice of change must 
be given to policyholders. 

• Premium change at renewal cannot exceed 
the sum of the percentage change in the 
carrier's new ACR (i.e., experience of all 
small groups) and 15% to reflect claims 
experience, health status or duration of 
coverage for the specific group. 

For HMO & BCSS plan~: 
GS 5B-50-130(b) & 5B-S7-50(b)/5B-6B-40, 45 & SO 

• Same as above for Insurer plans, except 
that. for BCBS, minimum of 30 days' notice 
to policyholders when a premium will change. 
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Summary of Rate and Premium Regulation in North Carolina 

NC Department of Insurance - Life & Health Division 


Pertaining to Rates Pertaining to Premiums at 

Produi:!t Tvoe I Rates Uoon Initial Product Aooroval 
 Initial Issue and Ren""'al 

Employer IBroup Malor Medical Market (cotlnued) 
Chanae to Rate Formulas Methods or Factors .." 

For L&H Insurer plans: For L&H Insurer plans: 
(51+ employees) 
Large Group For L&H Insurer plans: 

GS 58-51-80 & 85 None. GS 58-51-80 & 85 
Prior approval of rates. • Initial group policyholder premiums must 

be good for at least 12 months. 
• Group must be rated on an actuarially sound • Premiums for a group policyholder may be 
basis. adjusted every 6 months after the initial 12­

month period, based upon 12 months of 
experience. 

For HMO & BeBS plans:For HMO & BeBS plans: For HMO & BeBS plans: 
GS 58-67-50(b}, 58-65-40, 45 & 60 GS 58-67-50(b), 58-65-40, 45 & 60 GS 58-67-50(b), 58-65-40,45 & 60 

• Prior approval of rates and/or rating factors ­ • Prior approval of rates and/or rating factors - which • Renewal premium rates must be good for 
which must be adequate, not excessive, not must be adequate, not excessive, not unfairly at least 12 months. 
unfairly discriminatory, and bear a reasonable discriminatory, and bear a reasonable relationship to 

relationship to the benefits. 
 the benefits. HMOs must receive approval of rates 

annually, even if no change. 

• 001 may hold hearing on BeBS rates. • 001 may hold hearing on BeBS rates. • Minimum notice of 45 days (30 days for 
BeBS) to the policyholder when a premium 
rate will change. 

Association • Subject to requirements for large or small • Subject to requirements for large or small groups, • Subject to requirements for large or small 
(membership groups, depending on size of member employers, depending on size of member employers, and groups, depending on size of member 
comprised of and appropriate to the type of carrier (i.e., appropriate to the type of carrier (i.e., insurance employers, and appropriate to the type of 
employers) insurance company, HMO or hospital/medical company, HMO or hospital/medical service carrier (i.e., insurance company, HMO or 

service corporation.) corporation.) hospital/medical service corporation.) 
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North Carolina Department Of Insurance 

Actuarial Services Division 


~ 0­

Individuii!l AI<"i(.jint Is Hialth and Medicare Su(!(!lement .." 
Average Annual Rate Revision Percentages -1993 Thru 2010(To-Date) 

TOTAL MEDICARE SUPPLEMENT 
Includes BCBSNC 

Eff. Average Average Average Average 
Year Requested Approved Requested Approved 

1993 12.6% 12.1"1. -0.5% 7.1% 6.6% 
1994 6.7% 6.3% -0.3% 2.4% 2.3% 
1995 13.9% 13.2% -0.7% 13.1% 12.2% 
1996 12.0% 11.7% -0.3% 10.4% 10.1% 
1997 16.4% 14.5% -1.9% 14.4% 13.9% 
1998 15.4% 14.3% -1.1% 13.7% 12.4% 
1999 15.2% 14.3% -0.9% 14.2% 12.8% 
2000 15.1% 14.5% -0.6% 11.0% 10.4% 

02001 16.5% 15.2% -1.3% 10.3% 
2002 16.6% 14.0% -2.6% 10.9% 9.5% 
2003 15.0% 13.2% -1.9% 9.1% 8.4% 
2004 10.3% 8.5% -1.7% 8.1% 7.1% 
2005 9.7% 8.6% -1.1% 8.2% 7.2% 
2006 10.6% 9.7% -0.9% 7.5% 7.2% 
2007 5.5% 4.8% -0.7% 5.2% 4.6% 
2008 13.6% 12.0% -1.6% 8.3% 7.7% 
2009 9.3°' 8.5"10 -0.8% 8.4% 8.0% 
2010 11.0% 9.4% -1.6% 8.0% 7.3% 

10.9 " 

Avg 12.6% 11.4% -1.1% 9.6% 8.8% 

-0.5% 
-0.1% 
-0.9% 
-0.3% 
-0.6% 
-1.3% 
-1.4"10 
-0.6% 
-0.6% 
-1.3% 
-0.8% 
-1.0% 
-1.0% 
-0.3% 
-0.6% 
-0.5% 
-0.4% 
-0.7% 

-0.7% 

OTHER Accident & Health 
Includes BCBSNC 
Average 

Requested 

21.1% 
14.3% 
16.5% 
15.2% 
22.6% 
21.1% 
17.6% 
22.9% 
24.8% 
26.7% 
23.2% 
12.7% 
11.1% 
13.3% 
5.6% 

16.2% 
9.8% 

12.6% 

17.1% 

Average 

Approved 


20.6% 
13.6% 
16.4% 
15.1% 
16.4% 
20.8% 
17.6% 
22.3% 
22.5% 
21.8% 
19.8% 
10.1% 
10.0% 
11.8% 
4.9% 

14.1% 
8.7% 

10.5% 

16.4% 

-0.5"10 
-0.7% 
-0.1% 
-0.2% 
-6.1% 
-0.3% 
0.0% 

-0.6% 
-2.3% 
-4.9% 
-3.4% 
-2.6% 
-1.1% 
-1.4% 
-0.7% 
-2.1% 
-1.1% 
-2.0% 

-1.7% 

, 
.. 

BCBSNC Blue Advantage 

Average Average 
Requested Approved 

New Product New Product 

0.0% 0.0% 0.0% 
14.0% 14.0% 0.0% 
14.9% 14.9% 0.0% 
16.8% 16.8% 0.0% 
10.6% 5.9% -4.7% 
15.8% 8.1% -7.7% 
18.6% 14.0% -4.6% 

06.8% 3.9% -2.9 " 
7.4% 6.5% .0.9% 

11.3% 9.9% -1.5% 
4.6% 4.0% .0.6% 

21.3°10 18.4% -2.9% 
9.6% 8.5% -1.1% 

14.8% 12.2% -2.6% 

11.9% 9.8% -2.1% 



North Carolina Department Of Insurance 

Individual Accident & Health and Medicare Supplement 
Rate Revision Filings - Savings For 1986 - 2010(To-Date) 

Eff 

Year 


1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 

£1996 
,ry 1997 

1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 

Calendar Year 
Savings 

$2,269,059 
$3,090,665 
$2,550,243 
$4,878,188 
$1,801,161 
$2,185,269 
$4,116,732 
$2,300,656 
$1,601,172 
$3,465,626 
$1,184,905 
$4,512,250 
$6,998,604 
$7,027,065 
$5,293,660 

$12,186,495 
$25,134,579 
$20,176,826 
$22,142,865 
$15,111,315 
$14,822,976 
$11,486,327 
$31,180,778 
$16,429,889 
$31,605,090 

Cumulative 
Savings 

$2,269,059 
$5,359,724 
$7,909,967 

$12,788,155 
$14,589,316 
$16,774,585 
$20,891,317 
$23,191 ,973 
$24,793,145 
$28,258,771 
$29,443,676 
$33,955,926 
$40,954,530 
$47,981,595 
$53,275,255 
$65,461,750 
$90,596,329 

$110,773,155 
$132,916,020 
$148,027,335 
$162,850,311 
$174,336,638 
$205,517,416 
$221,947,305 
$253,552,395 

Annual 
Savings 

~ 	 $35 

" ~ :i 	$30 

$25 

$20 

~Annual 

$15 


$10 


$5 

$0 ~---------------------------------------
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Project Narrative - North Carolina Department of Insurance 

!d!gent Rate Review Process 

• General Health Insurance Rate Regulation 

Licensing Requirements - The North Carolina Department of Insurance (the Department) licenses all insurers 

who carry on the business of insurance within North Carolina and authorizes the specific types of insurance in 

which the insurer may engage. An insurer licensed in North Carolina and authorized to write health insurance 

coverage in North Carolina may include traditional insurers who have accident and health insurance authority, a 

Medical Service Corporation or a Health Maintenance Organization (HMO). In addition to the general authority 

afforded through the license, the insurer must submit to the Department for prior approval all insurance policy 

forms and rates for any health insurance plan the insurer intends to market in North Carolina. This prior approval 

requirement applies across all types ofhealth insurance plans (Le. preferred provider, indemnity, point of service, 

HMO, etc.) and across all health insurance markets (individual/non-employer group, small and large employer 

group). In reviewing the policy forms and rates associated with a health insurance plan, the Department's Life and 

" 
°Health Division applies all applicable statutory and regulatory requirements to the product and the rates. When 

necessary, the Life and Health Division collaborates with the Actuarial Services Division for the actuarial review 

of rate justification, but it is the Life and Health Division that is ultimately responsible for approval or disapproval 

actions involving rate filings. 

Rating Rules - Requirements for rating and the use of case characteristics vary according to the type of insurer 

involved and the market in which the health plan is used. Likewise, the Department's rate review process also 

varies accordingly. 

Individual Health - Insurers are required to submit rate filings at least annually, and these filings require the 

Department's approval prior to implementation. Individual health insurance premiums must be guaranteed for a 

period of not less than 12 months to the policyholder and require a 45-day prior notification period before 

implementing a rate increase on an individual. These filings must satisfy applicable incurred loss ratio standards. 

FQf individual health insurance there is no required rating methodology although most carriers use attained age 

rating. Monthly or quarterly trend factors which build in automatic rate increases by calendar date are not allowed. 

Medical underwriting and an assignment of a rating tier at issue is currently allowed, however, an individual's 

renewal premium cannot be increased due to any health status related factor including duration from issue. 

1 



Small Employer Group (Small Group) - The Department has authority to review the rating factors used in the 

small employer group (employers with I-50 eligible employees) health insurance market. Insurers must submit this 

information to the Department at the point that they submit a small group market entry filing, when they submit 

new policy forms for use with new plans, and whenever they change the demographic factors. Small group health 

insurance rates must be calculated using an adjusted community rating methodology with ±25% rating bands for 

urftlerwriting and administrative expense differences. The rating factors used by small group insurers are subject to c. 

review and, in some cases, prior approval. Insurers are limited to five demographic factors age, gender, number 

of family members covered, geographic location and industry. Small group rates are guaranteed for 12 months 

unless the group's composition changes by more than 20% or there are changes made to the benefits. Annual small 

group rate increases are limited to the increase in the adjusted community rate plus the increase due to change in 

benefits or case characteristics (rating factors) plus an adjustment not to exceed 15% for group specific claims 

experience, health status or duration of coverage. 

Large Employer Group (Large Group) -Insurers are statutorily required to submit an actuarial demonstration 

detailing the development ofthe premium rates for any health insurance product when the product is first 

submitted to the Department for approval. Health insurance premiums for traditional "life and health insurance 

companies" must be rated on an actuarially sound basis as certified by an actuary. Amendments to the rates 

charged by those insurers are not required to be submitted to the Department. However, many insurers do as a 

c:tmatter of business submit these revisions to the Department on a "file and use" basis. For Medical Service 

Corporations and HMOs, the Department reviews and approves the rating factors and/or the rates the insurer is 

proposing for use with health plans, both initially and any revisions thereto. Revisions to the factors that Medical 

Service Corporations use must be approved by the Department. HMO insurers must submit an annual rate filing to 

the Department for approval. For HMO and Medical Service Corporation group health insurance, there is 

considerable flexibility with rating methodologies as long as they are developed on an actuarially sound basis. 

Generally speaking, changes in a group's premium rate must be preceded by no less than a 30-day notice to the 

policyholder, although in some cases the notice period is longer. 

HMO Specific Information - Insurers are required to submit rate filings at least annually and require the 

Department's approval prior to implementation. HMO premiums must be guaranteed for a period of not less than 
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12 months and require a 45-day notification period prior to implementing a rate increase. These filings must satisfy 


applicable incurred loss ratio standards. 


Attachment I contains copies ofour laws and regulations pertaining to health premium review for all three markets. 


Also included is a chart entitled "Summary of Rate and Premium Regulation in North Carolina" which outlines the 


information described above. 


• Health Insurance Rate Review and Filing Requirements 

Description of Data Included in Rate Filings 

Individual Health - For an individual health insurance rate revision submission, the filer must submit an Actuarial 

Memorandum which describes and demonstrates the development ofany requested premium rate revision. Title II 
t$ 

North Carolina Administrative Code (NCAC) 16.0205 specifies the "Additional Data Requirements." (See 

Attachment I.) The regulation includes a requirement for general information such as policy form identification and 

justification ofgroupings, number of North Carolina policies and average annual premium before and after the 

proposed revision, as well as historical experience data including earned premium and incurred claims from 

inception. The incurred loss ratio is defined as incurred claims divided by earned premiums and calculated based 

upon current National Association of Insurance Commissioners (NAIC) SSAPs (Statutory Statements of 

Accounting Practices). Durational data is typically required in order to recognize the effects of medical 

underwriting. Experience is typically provided on an annual basis, however, monthly data is provided when 

credible by the larger insurers. North Carolina specific experience is accepted if credible, otherwise country-wide 

data is required. Actuarial justification for any proposed apportionment of the rate revision is also required. 

Small and Large Employer Group - Generally, no specific data requirements are dictated by statute or rule for 

" .:;Small group and large group rate revisions. 

HMO Specific Information HMO rate filings must include the data requirements specified by Title II NCAC 

16.0602, 16.0603, 16.0604, 16.0605, and 16.0606. (See Attachment I.) The HMO rate revision filing includes 

group rating methodology, base rates and all rating factors such that group specific rates may be reproduced, as 

well as three-year monthly financial projections which are used to demonstrate projected incurred loss ratios and 

risk based capital requirements. 
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R.te Review Process 
6' 

Life and Health Division Process - All rate filings, whether revising the rate on a previously approved health 

insurance plan or submitted with a plan initially submitted for approval, are filed with the Life and Health Division. 

Those filings are received via the mail, via electronic mail and via the NAIC's System for Rate and Form Filings 

(SERFF). Filings received by mail or electronic mail are formatted, scanned, and/or uploaded to SERFF by the 

Division's Administrative Assistant. All received filings are then reviewed by a supervisor in the Division who 

makes an assignment of the filing to an analyst or to the Division's Filing Coordinator. The analyst/coordinator 

performs an initial review to assure that the filing contains the required information needed to proceed. For filings 

which are subject to the Department's prior review or approval, the rates are referred to an Actuary in the Actuarial 

Services Division. If the filing is not subject to prior review/approval or if the filing is deficient in any way, the 

analyst/coordinator takes the appropriate action and communicates the action to the insurer. If the filing is referred 

to Actuarial Services Division, the analyst/coordinator awaits a recommendation from Actuarial Services before 
c 

oproceeding with an action on the filing. 

Actuarial Services Division Process 

Individual Health For an individual health insurance rate revision submission, the additional data requirements 

are used to generate an independent analysis of the proposed rate revision by the reviewing staffactuary. Historical 

experience is actuarially adjusted and used to project future results. Linear regression is performed on actual versus 

expected incurred claim ratios and/or on incurred loss ratios adjusted to a current rate level basis. Past experience is 

accumulated with interest while future experience is discounted with interest for the lifetime loss ratio calculation. 

The justified rate increase indication is determined as the amount required to reduce the projected future loss ratio 

down to the allowable incurred loss ratio subject to the constraint ofalso satisfying the lifetime incurred loss ratio 

requirement. 

Small Employer Group For small group insurance, all insurers are required to submit annually by March a 

retrospective actuarial certification stating that they rated all of their small employer groups in the previous 
c 

a 
calendar year in accordance with the statutory requirements. These certifications are reviewed by the staff actuary 

and any deficiencies identified result in the insurer being instructed to take all necessary actions to resolve the 

deficiencies. Additionally, if an insurer revises any of the rating factors to be used with their small group business, 

the insurer must submit the changes to the Department along with an actuarial certification ofcompliance with the 
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applicable rating requirements. A staffactuary is involved in the review of small group rates when an insurer enters 

the small group market, when factors are revised and the insurer involved is either an HMO or a Medical Service 

Corporation, and whenever the Life and Health Division staff analyst believes additional input from an actuary is 

warranted . 

.. 
"'Large Employer Group - The rating factors, and any changes thereto, used by Medical Service Corporations 

must be filed with the Department for our prior approval. A staffactuary reviews those submissions although 

extensive flexibility is provided the insurer in developing those factors for use in this large group market. For large 

group insurers who are neither a Medical Service Corporation nor an HMO, North Carolina law does not require 

that changes to large group rates be submitted to the Department, although many insurers do submit the rates for 

our information. This means that involvement of the Actuarial Services Division in the review oflarge employer 

group rates is limited. lnfonnation relating to HMOs plans is provided in the next section. 

HMO Specific Information - For HMO rate revision filings, all rating methodologies and rating factors are 

reviewed for reasonableness. The company's justification for their proposed aggregate percentage rate increase is 

examined based upon past experience, medical trend levels and other anticipated changes. An actual versus 

projected analysis is perfonned for the most recent 12 months of historical experience. This provides an indication 

for how well the HMO has forecasted net income components such as membership, medical and administrative 
" 

'" expenses. The assumptions used in the HMO's submitted three-year monthly financial projections are reviewed for 

reasonableness and the projections may be adjusted based upon the actual versus projected ratios. The financial 

projections include net income, cash flow and balance sheet as well as a risk based capital forecast. The adjusted 

projections are reviewed for compliance with incurred loss ratio and risk based capital requirements. 

Staffing & Resources - Currently no private sector consultants are used for review of health rate filings. Two staff 

actuaries are involved with the review of health insurance rate filings. Actuary I, an FSA, MAAA reviews all 

individual accident and health and Medicare supplement rate filings, all HMO large group filings and health 

insurance contract reserves. Actuary 2, an ASA, MAAA, FCA reviews alI small group rate filings and 

certifications, BCBSNC Group Rating Fonnula filings, Multiple Employer Welfare Arrangements (MEW As), and 

health insurance claim reserves. The Life and Health Division staffcurrently involved in the rate review process 

includes a Supervising Analyst, a Senior Policy and Rate Analyst, a Policy and Rate Analyst, a Life and Health 

Filing Coordinator, and an Administrative Assistant. Other Departmental resources related to rate review include 
'" 
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the involvement of the staffs in the Consumer Services and Market Regulation Divisions who are involved in the 

retrospective review based upon consumer complaints and market conduct examinations. In addition to the staff 

resource, the Department devotes IT resources including a computer network, internet access, personal computers, 

software to perform analysis and to communicate internally and externally, software to track and house data related 

to the rate review, archival and backup computer systems, and IT technical support. There are also resources for 

educational opportunities for staff and other miscellaneous items such as purchase ofother equipment, statute 

books and travel. 

Ceiteria for Legal Authority and Rate Evaluation 
c::t 

Individual Health Statutory authority for rate review/approval is provided by North Carolina General Statute 

(NCGS) 58-51-95 for individual health insurance, NCGS 58-67-50 for HMOs, and NCGS 58-65-40 and NCGS 58­

65-45 for Medical Service Corporations. These filings are reviewed in order to ensure that the application ofa 

requested revision produces rates that are not excessive, not inadequate and not unfairly discriminatory. 

Additionally, the NAIC Model "Guidelines for Filing of Rates for Individual Health Insurance Forms" (July 2000) 

provides general guidelines and the methodology used to determine that benefits are reasonable in relation to 

premiums. This includes meeting or exceeding minimum projected future and lifetime incurred loss ratio standards. 

A rate may be deemed excessive if the loss ratio standards are not satisfied. A rate may be deemed inadequate if 

the total premium is insufficient to cover the claims and administrative expenses. A rate is not unfairly 

discriminatory if it reflects equitable differences in expected risk. 

Small and Large Employer Group - Small group health plans are subject to NCGS 58-50-\30 for all types of 

t 
oinsurers while statutory authority for large group rates is provided by NCGS 58-5\-80 and 85 for large group 

health insurance, NCGS 58-67-50 for HMOs, and NCGS 58-65-40, 45 and 60 for Medical Service Corporations. 

For HMOs and Medical Service Corporations, proposed changes in rates are required to produce rates which are 

not excessive, not inadequate and not unfairly discriminatory. 

HMO Spedfic Information - HMO rate filings which extend the approved twelve month effective period are 

evaluated such that the projected incurred loss ratio is within the required range as specified by Title 11 NCAC 

16.0607 and projected risk based capital satisfies NCGS 58-12-2 through 58-12-70. In addition, the reviewing 

actuary will follow guidance provided by Actuarial Standard of Practice No.8, "Regulatory Filings for Health Plan 

Entities." 
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Grounds for Rate Approval, Modification and Rejection 

If any component ofa filing is not in compliance with North Carolina law or the filing contains unjustified rating 

factors it will be disapproved. All data requirements must be satisfied or a filing may be closed. Ifthe independent 

analysis ofthe Department's staff actuary produces an indication that is less than the rate increase proposed by the 

company, the actuary will negotiate with the company and recommend a reduced rate increase amount for 

approval. 

Individual Health For individual health insurance, the primary factors that are considered in the analysis include 

but are not limited to the following: the effective date of the increase; the level of benefits provided; the type of 

rating methodology; the average annual premium before and after the proposed revision; the historical incurred 

loss ratio experience (on a calendar year and durational basis); the accuracy, consistency and credibility of the 

experience data; the past rate revision history (earned premiums are adjusted to a current premium rate level basis 

" 
r:tin order to determine the underlying trend and account for the magnitude of all previous rate revisions); the 

projected medical trend levels determined by NCDOr analysis; the company's anticipated or projected medical 

trend level and how this was determined; the NAIC minimum guideline loss ratio or company allowable loss ratio 

ifgreater; the actual and expected total terminations (lapse plus mortality); whether or not the block is open or 

closed; actuarial justification for any proposed apportionments of the rate revision; and the financial condition of 

the company where appropriate. 

HMO Specific Information For HMO rate revisions, the primary factors that are considered in the analysis 

include but are not limited to the following: the effective date of the increase; the level of benefits provided; the 

type of rating methodology; the average annual premium before and after the proposed revision; the actual versus 

projected ratios for membership, premium revenue, medical and administrative expenses; the anticipated impact of 

provider contract changes; projected medical trend levels including the cost and utilization components; all 

fiqancial projection assumptions; the projected incurred loss ratios; risk based capital modeling and the projected 

risk based capital ratios; actuarial justification for changes to rating factors; and the financial condition of the 

company where appropriate. 

Prospective or Retrospective ApprovaVModificationlRejection Individual health insurance, Medical Service 

Corporation group rate factor amendments and HMO group health insurance rates require prior approval and may 

be modified or rejected on a prospective basis. For small group health insurance carriers, a retrospective 
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certification is required. The Market Regulation Division reviews rates on an ongoing retrospective basis. 

Typically, Market Regulation Division requests any overcharges be reimbursed (or credited if the group is still 

active) directly to the impacted employer group or individual insureds. If any penalties result from market conduct 

"Violations, penalties assessed from the exam are shared among the county school systems in those counties in 

which the violations occurred. 

Factors that Trigger Retrospective Review - For individual health insurance, Medical Service Corporation 

group rate factor amendments and HMO group health insurance, there is not currently a formal retrospective 

review of rates. Otherwise, the main triggers for retrospective reviews by the Market Regulation Division are 

market conduct examination mandates of domestic insurers, notifications from other Department divisions of 

potential issues, self-reports from insurers and overall market analysis reviews which may include information 

received from other states through the NAIC. I f an insurer's use of an incorrect rate filing results in overcharges of 

premium rates, the insurer is instructed to implement immediate corrective action/remediation. The corrective 

action could include premium refunds or credits .. An insurer normally implements additional internal control 

measures to ensure that only rate filings approved for the corresponding quarters are used. Retrospective reviews 

are handled on a case-by-case basis. 
" (:l 

Evidence of ModiticationlNegotiation - For all individual accident and health and Medicare supplement rate 

revision filings, the Department tracks average rate increase percentages requested versus approved by effective 

year. In addition, savings to North Carolina consumers are calculated as the difference in the percentage requested 

and percentage approved multiplied by the average annual premium per policy multiplied by the in force policy 

count. This data is provided in Attachment II. 

• Current Level of Resources and Capacity for Rate Review (IT and System Capacity) 

The Department uses the SERFF system to track and house all form, rate, and other related filings submitted to the 

Life and Health Division. SERFF makes the assignment of multiple reviewers possible. SERFF permits the joint 

review of the filing across multiple divisions and multiple reviewers. Communication between the Department and 

the insurer's filer is made within SERFF; this facilitates the process to bring filings into compliance, including 

changes to the submission to accommodate requests for more information or statutory deficiencies. It also serves as 

a fecord of the process on each filing submitted. Lastly, SERFF provides a certain amount of reporting and 
a 

aggregation ofdata that assist the Department in evaluating our processes and in responding to inquiries for 
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information. For individual health insurance, the independent analysis is performed using Excel based 

spreadsheets with Visual Basic macros. For the HMO rate revision filing, the financial projections are required in 

Excel format such that the net income statement, cash flow and balance sheet are linked. In addition, the NAIC 1­

Site database may be accessed for information. Data for summary reporting is recorded manually by the staff 

actuary and accumulated in Excel spreadsheets. 

• Current Level of Resources and Capacity for Rate Review (Budget and Staffing) 


Overall Total Budget and Revenue for the Insurance Department & Current Resources Allocated to Rate 


rl'Review -	 The FY20 10 operating budget for the Department of Insurance included State appropriations of 

$30,379,484 and external receipts of $7,434,468 for a total budget of$37,813,952. The budget included 

expenditure of$2.1 million for work directly related to the insurance rate review functions and duties. 

Description of Insurance Department Staff Responsible for Rate Review - See the information provided in 

Appendix I as it relates to current staff involved in rate review processes including the State's minimum education 

and/or professional experience for each position classification identified. 

Historical Filing Volume - The Department received 551 health insurance related rate-only filings in calendar 

year 2009. Ofthose filings, 274 were filings related to types of insurance identified as being subject to the 

provisions of the PPACA. The majority of the PPACA subject filings were identified as related to group major 

medical insurance. The Department estimates that our review of rate-only filings is completed on average within 

40 days of receipt, including interim data requests and clarifications with the insurance company. Note that these 

numbers do not reflect reviews of rates that accompany insurance policy forms submitted for the Department's 
~ 

approval. 

• Consumer Protections 

Public Disclosure - Chapter 132 ofthe North Carolina General Statutes provides broad access to public 

documents. Health Insurance Rate filings in which no assertions ofconfidentiality are made by the insurance 

company are readily available online on the Department's website at the following link: 

http://infoportal.ncdoi.netifilelookup.jsp?divtype=3. However, it should be noted that North Carolina's public 

records law includes the following exception: 

N.C General Statute § 132-1.2. Confidential information 

Nothing in this Chapter shall be construed to require or authorize a public agency or its subdivision to 

disclose any information that: 

Meets all ofthe following conditions: 
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Constitutes a "trade secret" as defined in G.s. 66-152(3}. 

Is the property ofa private "person" as defined in G.s. 66-152(2}. 

Is disclosed or furnished to the public agency in connection with the owner's performance ofa public 

contract or in connection with a bid, application, proposal, industrial development project, or in 

compliance with laws, regulations, rules, or ordinances ofthe United States, the State, or political 

subdivisions ofthe State. 

Is designated or indicated as "confidential" or as a "trade secret" at the time ofits initial disclosure to the 

public agency. 


Insurance companies often assert that a rate filing or portions ofa rate filing are confidential trade secrets within 

the meaning ofNCGS 132-1.2. When a company makes trade secret status assertions in their filings, the 

Department generally accepts such status assertions. If subsequently a public records request is received at the 

Department for the records, the Department's process is to provide the company a notice of the public records 

request advising that the Department will release the records in 10 days unless the insurance company exercises 

" ntheir opportunity to legally establish trade secret status of the records through court action. Likewise, subject to 

other exceptions, information is readily available on the Department's website or upon request. 

Consumer Transparency & Involvement - No requirement currently exists under North Carolina law to require 

insurers to produce summaries of their rate changes for the public. Likewise, no requirement currently exists under 

North Carolina law to require insurers to give consumers prior notice of pending rate revision filings. The North 

Carolina Commissioner of Insurance generally has the discretion and statutory authority to hold public hearings on 

rate filings, and the insurer making the rate filing can request a hearing in certain circumstances. The North 

Carolina Administrative Procedures Act would apply to the hearings. There is no statutory requirement for public 

comment; however, the Commissioner has the discretion to solicit public comments. 

Inquiries and Complaints - The Department's Consumer Services Division receives consumer inquiries and 

complaints. The total number of inquiries and complaints received for calendar years 2008 and 2009 are found in 

the chart below. For purposes of this report, the reason code "premiums and rating" is defined to involve an 
c 

o 
insurer's premium, rating structure, or manual rules (ratings), alleging that the insurer improperly classified the 

applicant's risk level and therefore charged an excessive premium. The "rate classification" reason code is defined 

to involve the rate classification applied to the insured, based on risk level/class. 
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Note: The numbers above only reference WRITTEN communication receivedfrom consumers. 
The Consumer Services Division does not log individual phone calis, and therefore this data does 

e 
....not reflect call volume relating to health insurance premiums and rates. 

• Examination Oversight 

Market Regulation took action against one insurance company in 2008 and 2009 directly related to health 

insurance rates. The company's premium rate calculations were not consistent with the rate filing approved by the 

Department, a deemed apparent violation of the provisions of NCGS 58-67-50. The results revealed premium rate 

overcharges to the employer group, and the company was instructed to remediate the overcharges by issuing 

refunds to affected employer groups for each year a premium rate overcharge was discovered. As a result of the 

Department's findings, a total of$145,778 was refunded and/or credited to the employer groups. Additionally, the 

Company made a collection reversal of $277 for one employer group. There were 26 affected policyholders 

identified. The Department did not hold formal hearings in 2008 and 2009 directly related to health insurance rates. 

Proposed Rate Review Enhancements 

The Department will use grant awards to develop and/or make improvements to our existing rate review practices 

"'as well as developing and implementing new processes associated with new authority that we intend to seek from 

the North Carolina General Assembly. Specifically, the Department intends to enhance our rate review processes in 

the following manners: 

Expanding the scope of current review and approval activities - The Department will seek through legislative 

action in the N.C. General Assembly's 20ll session to extend the Commissioner's prior approval authority to 

include the small and large group market and association group plans sold to individuals for implementation as 

soon as is practical. With an increase in the volume of rate filings that will require our review, we expect to request 

a change to the time frames the statute gives the Department to act upon a filing before it is deemed approved. Our 

proposal will also include requiring that association group plans be subject to the same statutory review/approval 

standards as are applicable to true individual health insurance plans. These initiatives will increase the 

Department's review/approval authority to all types of health insurance insurers, plans and markets. It also will 

re~ult in an increase in the volume of rate filings that are to be reviewed by the Department, and therefore will 

require the addition ofnew staff across several divisions since we are currently staffed to capacity with our existing 

level of authority. Proposed staffing requirements are discussed below. The Department expects that by increasing 
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our authority to review all types of health insurance rate filings, we will be able to monitor and regulate the health 

insurance markets more effectively and be more responsive to insurance consumers seeking information relating to 

their insurance and premiums. Further, we will be able to better respond to public officials and agencies as well as 

the news media, among others. Other than costs associated with new staffing which will be detailed below, the 

Department does not expect this enhancement to have specific costs associated with it. 

°Improving rate filing requirements - The Department intends to propose adoption ofNAIC model laws or 

regulations relating to rate review that are associated with PPACA through 2011 legislation. This will keep North 

Carolina in compliance with uniformity standards which are intended to make the regulatory process less 

burdensome for insurers. The Department, either through adoption ofthe models or by our own proposed 

legislation or regulations, will strengthen the current data requirements associated with rate review in order to 

enhance our rate review activities by making specific aspects more rigorous. Additionally, the data reporting 

requirements found in the grant agreement will be added to our existing state data requirements so we can collect 

and report the information to the Secretary. Other ideas which are being considered include strengthening the 

initial rate filing requirements including more rate review upfront when an insurance plan is proposed new for 

approval; the use ofadditional loss ratio tests; and the review ofadministrative expenses, investment income, 

pricing margins, surplus levels and other mctors. Enhanced requirements will result in more in depth review of rate 

revision filings with the potential for more filings to be disapproved or negotiated. Other than costs associated with 

additional staffing to assist in the new reviews and actuarial consultant reports (both detailed below), the 

Department does not expect this enhancement to have specific costs associated with it. 

Enhancing rate review process - Staffing - The Department's workload will increase in response to PPACA's 

expanding many ofour current operations to new products or markets and increasing our activities related to rate 

review. Further, implementing PPACA's medical loss ratio and rate review will require the addition ofa qualified 

staff actuary as well as other staff and will also require the use of outside actuarial consultants. To meet the new 

work requirements, the Department proposed to the North Carolina General Assembly the addition of 13 new 

positions to be assigned healthcare reform duties. Eight of those positions are expected to be directly related to new 

and enhanced rate review activities. The new positions were approved by the General Assembly in the 2010 

session. The Department will begin the hiring process immediately upon grant award notification. New staffing 

will allow the Department to increase the degree and detail of rate reviews. Further, additional staff could allow the 
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Department to streamline the rate review process and respond in a timelier manner. The Department expects 

$826,548 to be budgeted for salary and fringe benefits associated with this new staff. In addition to the hiring of 

new staff, the Department will solicit an independent actuarial firm to audit and review our current rate review 

process and make recommendations for enhancing the process including any recommended law changes. To the 

extent feasible, the Department will take that report under advisement and consider implementation of the 

recommendations made within it. Should that report recommend special market or type of product actuarial 

reviews, the Department may contract with outside actuaries to perform those activities. Contracts with outside 

actuarial firms or other entities are budgeted to be $150,000. The Department expects the requests for bids 

"associated with the first actuarial review to be issued in the third quarter of2010 with a report due by the end of 

20 lOin order to permit the submission oflegislation should it be warranted. Travel costs will amount to $23,452 

Enhancing rate review process-IT capacity - Given the NAIC's Speed to Market initiatives and the role SERFF 

plays in the rate and form filing and review process, it has been considered logical and cost effective to utilize 

SERFF in meeting many IT requirements as outlined in the grant. Based on the provisions of the grant and at the 

request of states, the NAIC has estimated the cost of leveraging SERFF. To that end, the NAIC has provided a 

description of deliverables, timeline and estimated cost. Because the information provided by the NAIC is based on 

limited knowledge of the HHS reporting requirements and will be refined once the uniform template and 

definitions for data reporting are provided, a cost estimate is not included here. The Department supports 

uniformity and intends to monitor this effort. It may contribute funds identified for use with contracts with outside 

entities to participate in this initiative. In addition to enhancements to SERFF, consideration may be given to 

coptributing to the NAIC for enhancements to the NAIC I-Site database, development ofother internal IT 

databases which could be accessed by Actuarial Services and the Life and Health Divisions, and the purchase of 

software to assist with rate review such as Towers Watson Medical Manual and Software. 

Enhancing consumer protection standards - Because of issues with insurers identifYing much of their rate 

submissions as proprietary, as permitted under N.C. law, the Department would propose increasing transparency to 

consumers by setting minimum standards of information submitted with a rate filing as a public record. 

Expectations are that at a minimum, the information which must be reported to the Secretary as outlined in the 

grant agreement would be mandated as public information. In addition, we will seek authority to require a 

standardized consumer-friendly summary ofthe rate filing be produced by insurers and submitted to the 
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"'Department along with all rate revision requests. That information will be available for the public to access through 

the Department's public web portal, and will be available upon request to the insurer. As part of the contract to 

review our rate review process, the Department may also seek input on how to enhance public participation in the 

rate review process. Some ideas which could be considered would be the use of public hearings to facilitate 

consumer input on proposed rate revisions, public comment periods, and involvement of consumer advisory 

boards. Other ideas that could be considered would require insurers to post minimal information on their websites 

relating to how rates are developed and increased and develop criteria which would automatically trigger a hearing 

for the public in relation to a rate filing. We expect to enhance our consumer complaint data collection to better 

identify complaints associated with rates and to better identify possible insurers for market regulation follow up. 

The Department does not expect these enhancements to require specific costs other than those associated with 

increased staffing. 

Plan fpr Reporting to the Secretary on Rate Increase Patterns 

The Department will comply with the reporting requirements outlined in statute and the grant agreement. The 

Department will adopt any standards of data submission that may be found within any models adopted by the NAIC 

relating to rate review. Additionally, the Department will engage in efforts on a national basis through the NAIC to 

standardize data submission, collection and reporting through the NAIC using SERFF or a similar application. If 

national efforts are not attained, or until such time as they are, the Department will seek authority to require the 

submission ofdata from insurers with all rate review filings. We will require the data be submitted in a standard format 

which can easily be analyzed and transferred to software for aggregation, analysis and submission to the Secretary. 

Many ofthe items identified in the Funding Opportunity Announcement are already required to some degree by our 

statutes and regulations. These statutes and/or rules will be updated to reflect the additional data required in order that 

N.C. may meet the reporting requirements. 


Optional Data Center Funding - The Department will NOT be dedicating funds for the Data Center during this grant 


cycJ.e. " 
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21. "By signing ttlil appUcfilon. I eartify (1) 10 tIM atMllmenta cont.lneclin tIM I_ 01 certifIcatIona- and (2) that the s..menta 
......In .,. 1nII. c:ompltlte and .ccuratl to the ~ 01 my knowledge. I ••0 provlde the requ"-d _ura-." and IVr. to 
comptr with any resulting terms If lace. an _rd. I am _ that any fa.... ~, or frIIudulotnt ...menta Of claims may 
subject me to crimll'llli. civil. or adminlllnltive pal'lllltiH. (U.S. Coo., TItie 218, iKtion 1001) 

lSl"IAGREE 

.. The lilt of certificallons and assurances, or an mternet Site where you may obtain thiS hat. ia contained ,n the announcement or agency 
Sj)IIiICIIic InstrudlonS 

Authorized R.pl'Mlmtativ.; 

Prefix • First Name I ILouis Il!-lr 

Middle Name I 
• Lasl Name IBel0 

Sull'lx I 
" Title Ith.:.",f Deput.y comissl.oner 

• TeIe~ Number !9lS-733-0433 ! 
Fax Number ! 

I 

I 
• Emad 110U~S .belo@ncdol.gov 

• S!gnalure of Authorlzed Representatjva, L-, ~ I • Dale Slgn(!d ~ I 

I 

?/ I 

http:Propo.ed


OMS Number. 4040-0003 

Expiration Date: 7I30I2011 


Key Contacts Form 
• Applicant Orpnlzatlon .....: 

Nor~h carol~na Department of Insurance 

Enter the indMdual'a role on the project (e.g .. project rn.anager. fiIcaI contact). 

•contact 1 Project Role: Iproject: M""'''9'' 1 
Preb: 1M! 	 I 

• FlrstiName IErnest I 
~ ~==========================~----------~ 
M~~ I 

'lasl Name, Nlckerson I 
~========'-I---------------------------------~ 

Suffix: 

TItle iSenlor Deputy Comrnl"'Honer J 
, Af'IIliAtinn 

L-----r==============-==-==::!...--I........---,

'Street1' 1120: M"Hl Servic., center 	 ' 

SIreet2: ;:::1=============::::;-_________1 

• City: 	 IRaleigh 

County 

NC: North Carolina• Stale: 

PrlWince: 

• Country: 	 USA: UNITED STATES 

• lIP I Postal COde: 12769" 
~===================I--­• Telephone Number: 1919-807-6870 

~==================~ Fax: 1919-S(l7-6S58 

• Email: lernest .nlckerson@ncdoi .gov 

c 



c 

OMS Number: 4040-0010 

ExpIralIon Dale: 0813112011
ProjectlPerformance Site Locatlon(a) 

o I lim IUbmitting In applleation as an individual. and not on behalf of a company. state. 

iooIl or lribal gowrnment. IC8deml8. Of other type of organiUtion. 


Organization Name: Nor:;h Carolina Department of Insurance 

DUNS Number: 

'Street1: 11';:'01 Mall Service Center 

SIJee\2. 

• City. IRa:eigh County; IWake 

• State: INC: North Carolina 

ProWJal: I 
~============~--------~ 'Country:IUSA: UNITED STAn:S 

• ZIP I Postal Code: 127693-1201 • ProjecII Performance Site Congressional Oiatrie!: 

o I am II.IbmittirIg an Ipplication as an individual. and not on behalf of a company, state. Projec1lPerfonnIInc:e Site Location 
local Of tribal gowtrnment, academia. Of other type of organization 

Organization Name:! 
~======~----------

DUNS NlMllber: I 
• Slteet1: 

Street2: 

• City: I County: I 
• State· 

ProYince: I 
'eountryrIU=S=A=:==UN=·I=T=E=D==S=.T=A=T=E=S============~----------------------' 

• ZIP I Postal Code: I • Project! Performance Site Congressional Distrie!: I 



ATTACHMENTS FORM 
" 

«iMtructloM: On IhiI fOrnI, you will attacI1 the venou. fIIeIlhat maIIe up your grant application. Plea.. COI'IIIJIt wIIh the approptlate 

Agency GuideIinea fOr men lnronnation about ead't needed tile. PIaaae rernemtler that any fIIeI you attadl must be in the document formal 
and named as $p(ICIIIed in the GuicIeIineI. 

1) Please a!tach Attachment 1 1I/''j,••~J I:~~JI'-~;I 
2) Please a!tach Attachment 2 :=:============~ 	 1i!ii~1 L'\IleW~>'1 
3} Please a!tach Attachment 3 ,.rlf,. I',IIII!~II Vlew.~J 
4) Please attach Attachment 4 .','P"illff.l. ·· ...11 I v.I'~{4 
5) Please attach Attachment 5 -iC" ru':'i' II ;--~ rIVlew~ot '·1 
6) Please a!tach AlIadlment 6 ._,,!ii·,I.i...·.,..,Iv.<~,t' 
7) Please attach Attachment 7 	 .••.:mJj,!!f'II_~it /fl;_.l!~. 
8) Please allach Attachment 8 .'!!!,.,! 	1,.,..1\...... )1\iieW~n1>1 
9) Please attadl Attachment 9 ~M!d!iI'! 	 I·Otiet'A~ II VieW~n1il 

I··~~II 'VieW~···J 



OMS Number: ()98()..()204 
Expiralion Date· 12131f2009 

Objective Work Plan 

Project 

II' 

• Year: (; • Funding Agency Goal: 

0 
• Objective: 

• R8IUIts or Benefits Expeded: 

I 
• Acttvlttn • Position Rupomtlble • TIme Pertod 

Begin 

" 

! 

! 

If 

I 

I 
* nfN Period * Non-8alary 

End Personnel 
Hou", 

I II 

] 

I 

I I 

II I 

c 



0 

OMS Number: 0980-0204 

Date: 121311.2009 

Objective Work Plan 

• Actlvltlell • POilItion Rnponsl" . nn. Piltiod • TIme Piltiod .Non......., 
Begin End ~nnet 

Houra 

II I 

~ 

! II II I 

! II I 

I I 

• CriterIa for Evaluatino RMUItI or Benefits 

c 



OMS Number: 098CH)204 
E ratiOn Date: 1213112009 


Objective Work Plan 

You may attach up to 17 additional 0bjectiIIe 11'10!11 Plan forms hefti, To extract fill and attach eadl additional form, follow these ,tepa 

• 8eled the "select to Extract the Objecllve 'Nor!< Plan Attachment" button below 

• save the file uaing a descriptive name to help you remember the content of the supplemental form that you are creating. When aSSigning a name to the 
file, J)lease remember to give it the extantiOn ',p<I1" (for example, "Objedive_1pdf"), If you do not name yout file with the .,p<I1" extension you WIll be 
unable to open it later, using Adobe Reader, 

- Use the 'Open Form" toot on Adobe Reaclef to open the new form you )USl saved 

· Enter your additional Objective Information in this supplemental form, similar to the Objective Work Plan form that you see in the main bOdy of your 
application 

, 'MIen you have completed entering informabon 10 the supplemental form, save and dose it 

• Return to thiS page and attach the saved supplemental form you just filled in, to one of the bloCKs provided on this "attachments· form 

Important Attach additional ObjecfNe 11'10!11 Plan forms, using ItIe blocks below, Please remember that the files you attach mU$t be ObjectIve Work Plan 
PDF forms that were j)feViOUSIy extracted uaing the proceu outlined above, Attaching any other type of file may result in the inability to submit your 
applicallon t9 Grants,gov. Note: II i$ important to atIach completed forms only. Attach ONLY PDF (.pdf) forms where All required fields are IIIIed out 
Incomplftte or miutng CIata will cause yout appliCation to be ntjec:ted, 

1) Please attach Attachment 1 


2) Please attach Attachment 2 


3) Please attach Attachment 3 


4) Pleae attach Attachment 4 


5) Please attach AtIaCI1ment 5 


6) Pleae attach Attachment 6 


7) Please attach Attachment 7 


8) Please attach Attachment 8 


9) Please attach Attachment 9 


10) Please attach Attachment 10 


11) Please attach Attachment 11 


12) Please attach Attachment 12 


13) Please attach Attachment 13 


14) Please attach Attachment 14 


15) Please attach Attachment 15 


16) Please attach Attadlment16 


11) PIelJQe attach Attachment 17 


'" 



OMB Number: 4()4O.Q()r()3 
Expiration Date: 00l30I2011 

Project Abstract" 

The Projed Absltael must not exceed one page and must contain a summary of \tle proposed aelivlty suitable for disseminaliOn to the 
public. It should be a self-contained desa1ptiOn ofltle project and should contain a statement of objectives and methods to be employed. 
It should be informative to other persona working In Ihe same or IltIated fields and insofar as posaible understandable to a technically 
literate lay reader. Thill Abatract must not inctude any proprietarylconfidentlallnfomlatlon . 

• Please dick Itle add attac:nment buUOn to complete this entry. 

c 



Project Narrative File(I) 

• "ndlltDly Proj«;t Narrattve Flit FIItname: 1...__________________-" 

1."ern",I" ••',., 1!_••fllml...jilIYWrfMes",~rtlel 

To add more Project Narrative File attachmema. please U$81he attadlment buttons below. 

c 



Budget Narrative File(s) 

• Mandatory Budget Narrative FIIetwne: 1...________________.... 

I.Wr.!'••"",,,.,,] IIi!"'Wt!+t~ IVIew~~pet ~f8IIve I 

To add more Budget Narrallve alladlmentll. please UN the attachment button. below, 

c 

c 



,\ OMB ApprovallQ), 4()4(}.00('J6BUDGET INFORMATION· Noii-Construction Programs 
Expiration Date Q713012010

" SECTION A • BUDGET SUMMARY 

Grant progmn Catalog of Fed..... E.cIrNIbtd Unobligated Funds Function or DomHtic: Aulstance 
Ac.thrIty Number F........ Non-Fed..... Federaf 

(a, (b) Ie) (d, (a, 
..~ 

1. T<OChnieal ller1_. 

I J$ I l $ I 
, s L 1,000,000:00] 

2. l .~ I I I L__.., ........• 

",-----, .. ____ ----.J 

3. r I I I I J ! 

L I I I I I I 
"'-' 

4. 
.--l 

! 
c=,~ ...~----

I. Totala 'L. Si $ -­ .~1,' 000, 000 .00 

. ~...., 
_. 

NMrt or RevlMd Budget 

~ 

(II 

S [=--~1.775~ 

I I 

! ! 

I I 

SL.. m,715:~ 

TotIII 
fI) 

$ I 1.'''1.115.0°1 

L I 

I I 

I I 

$[, 
.~M • 

1,3<11,775, 001 

Standard Form 420tA (Rev. 7· 97) 

Pre5Clibed by OMB (Circular A .102) Page 1 



se,cnON B • BUDGET CATEGORIES ~ " .. 

Standard Form 424A (Rev. 7- 97) 

Pl'eSQ'lbed by OMS (Circular A ·102) Page 1A 

I. Object CI ••• C.tego..... 

/-------

•• Personnel 

b. Fringe BenefIts 

c. Travel 

d. Equipment 

•• Supplles 

f. Contractu.1 
1-----

g. Construction 

h.Other 

I. Total Direct Ch.,.,.. '.um of ......h) 

J. Indirect Ch.,.,.. 

k. TOTALS (sum of "and 6j) 
_____w __, ________•• 

7. Program Income -"]Is IISL I 
~ ......--

--._,---,........._<------ ..- .-~-------~ 

" GRANT PROGRAM FUNCTION OR ACTIVITY ~ ToUd 
1) (2) (3) 

~ 1 l
:r.ehlUQ&1 lIeriveooe 

I , 
I 

(4)II' 

I 

'----- I 0..........-_ 

$ fU,707.00, $L 
- ---------' 

$ L__~ ___ 
161,8<11.00 L 

L 23.452.001 r 
- --' I 

.-~---' 
L __ c==c-= __ 150,OOO.O~ r -~ 

. ------J 

1 

I 1,000,000_ 00] 

[-=--- -----= [-=-
L_~__ L__ I" 

$L l,OOO,OOO~$ $ L-
---

8 -----~ --=IIs 

Authorized for Loc.1 Reproduction 

r--------
(5) 

, 

L 
$L $[ 64',701 _001 ~ 

----, 

L I l'l.'U·~1 
--~ 

I 23,452.0011 

----.----, 
I [ I 

C I 

-_._-----' ! 150,000.001 

r I 

L I 
r 'e l'OOO,OOO.~ 

r !Sr I 

.----' 
sl- si _ 1,000.000 _001 



--

i 

SECTION C • NON-FEDERAL RESOURCES 
I) ~, 

(I~ Grant Program" -
IlarvU... 

8. ! 

.. : 
i 

10. 

-, ,­
~ -

i 

11. i 

, 

12. TOTAL (Ium of Iln.1 a·11) 

(b~ Appllunt (d~ Other Sources (.)TOTALS(c, State '" 

$ I ,775.001 1$ III I $ L_ 341,' 5:.0~j 

!­L_ ..J .,---.J L I I l 

1 L I I I t 1 

[ J I J I It." 
lU.775.001 341,775.001I l I s l $ I Isl 

SECTION D • FORECASTED CASH NEEDS ,.t Qua_Total for 11d V.... IrdQua....lnd QuaI'ter 4tllQua.... 

$[- ~---250, 000.001- 250 :ooo::§250,000.00!S[- 1.000,000.00' 2$O,0~0.~13. Federal $1sl .1 
.001 8$,64.1.15 85,46,. 751 ",4U.7514. Non-F.....I 15,«n.151sl '. I I ! I 

$1 1,341,775.001 llS."3.75 115,tU.75j335,4413.7:]16. TOTAlelum of line I 13 Ind 14) $[ 115:.4U:2:lSL_ $1sl .. 

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

(I) Grant Program FUTURE FUNDING PERIODS (YEARS) 
(d) Third(c,SecondCb}Flrat te}fourlh 

16. 'f..;h""ca1 hrv• .,.. 1.170.043,00\sl 1. 000.000.001 Is~ 1,170.04),00\ 1,170,o_u.001.sl. ·r~ 
17. I I I IL 

'---,I [------­18. I ! I I 

19. L I I I I J 

.000,000,0°1 isL L,110,ou.ool 1.170,ou.001sro l'17~,O4~20. TOTAL (Ium of lInea 16 .11) .1 
. 

S I 
SECTION F • OTHER BUDGET INFORMATION 

-
21. Direct Chlrgea: .Alary I>4lnafit,•• ~.....~_~~_. t ..a".lllat I 122• Indltect Chlrgea: " I 

,- .. ' .. , 

23. Remarks: I 1 
Authorized for I..oc.tl Reproduction Standard Form 424A (Rev. 1· 97) 

Preaaibed by OMS (Cirwlar A ·102) Pege 2 

http:llS."3.75
http:8$,64.1.15
http:S[-1.000,000.00
http:250,000.00


OMS Approval No,: 4040-0007 
Expiration Date: 07I30I2010 

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, searching exiating data sources. gathering and maintaining the data needed, and completing and reviewing the colJedion 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, Paperwori( 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 PROV1DED BY THE SPONSORING AGENCY. 

NOTE: CertaIn of these assurances may not be applicable to your project or program. If you have questions, please contad 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 
of project cost) to ensure proper planOing. management 
and completion of the project described in this 
application 

6' 

2 

I) 

Will give the awarding agency. the Comptroller General 
of the Unitecl States and, if appropriate, the State, 
through any authorized representatiVe. access to and 
the right to examine all records, books, papenl, or 
documents I1!lated 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 
conftid of interest. or personal gain. 

4, Will initiate and complete the wori( within the applicable 
time frame after receipt of approval of the awarding 
agency 

5, Will comply with the Intergovemmental Personnel Act of 
1970 (42 U.SC. §§4726-4763) relating to prescribed 
standards for merit systems for programs funded under 
one of the 19 statutes or regulatJons specified in 
Appendix A of OPM's Standards for a Merit System of 
Personnel Administration (5 CFR 900, Subpart F) 

n 

6. 

I) 

Will comply with aU Federal statutes relating to 
nondiscnrmnation, These include but are not limited to 
(a) Title VI of the Civil Rights Ad of 1964 (P.L 88-352) 
which prohibits dlS(;llmlnatJon on the baslt~ of race. color 
or national ongin; (b) Title IX of the Education 
Amendments of 1972, as amended (20 U.S C.§§1681­
1683, and 1685-1686), which prohibits discrimination on 
the basis of sex. (c) Sedlon 504 of the Rehabilitation 

Ad of 1973, as amended (29 U.S.C, §794), which 
prohibits discrimination on the basis of handicaps; (d) 
the Age DiscriminatIon Ad of 1975, as amended (42 U 
S.C. §§6101-(107). 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 Pl1!vention. Tl1!atment and Rehabilitation 
Act of 1970 (P.L 91-(16). as amended, relatIng to 
nondiscrimination on the basis of alcohol abuse or 
alcoholism; (g) §§523 and 527 of the Public Health 
Service Act of 1912 (42 U.S.C. §§290 dd-3 and 290 
ee- 3), a8 amended, relating to confidentiality of alcohol 
and drug abuse patient records; (h) Title VIII of the Civil 
Rights Act of 1968 (42 U.S.C. §§3601 at seq.), as 
amended, relating to nondiscrimination In the sale, 
rental or finandng of housing; (i) any other 
nondiscrimination provisions in the SpecifIC statute(s) 
under which application for Federal aSSIstance is being 
made; and. (j) the requil1!ments of any other 
nondiscrimination statute(s) which may apply to the 
application. 

7. 	 Will comply, or haa already complied. with the 
requil1!ments of Titles II and III of the Uniform 
Relocation Assistance and Real Property Acquisition 
PolicieS Ad 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 appltcable. WIth proVisions oHhe 
Hatch Ad (5 US,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 Form "248 tR.... 1-'71 
Prnc:rlbed by 0118 Clrcula, A.-102Authorized for LORI Reproduction 



9. 	 Will comply, as ape:>liceble, with the provisions of the Davis-
Bacon Act (40 U.s.C. §§278. to 276a-7), the Copeland Act 
(40 U.S.C. §278c and 18 U.S.C. 5874), and the Contract 
work Hours and Safety Standards Ad (40 U.S.C. §§327­
333), regarding labor I5tandards for federslly-assisted 

(; construction SUbagreements. 
t:< 

10. 	 Will comply. jf applicable, with ftood insurance purchase 
requirements of Section 102(a) of the Flood Disaater 
Protection Act of 1973 (P. L 93-234) whktl requiret 
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) nobfication of violating 
faalities pursuant to EO 11738; (el 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 at seq.); (f) conformity of 
Federal actions to State (Clean Air) Implementation Plans 
under Section 176(e) of the Clean Air Act of 1955. as 
amended (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 apedee under the 
Endangered Species Act of 1973. as amended (P.L 93­
205). 

c 
Co> 

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

13. 	 Will assist the awarding agency In 8ssunng comphance 
with Section 106 of the National Historic Preservation 
Act of 1966. as amended (16 U.S.C. §470). EO 11593 
(identification and protection of historic properties). and 
the Archaeological and Historic Preservation Act of 
1974 (16 U.S.C. §§469a-1 et 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 Anima! IJIIelfare Act of 
1966 (P.L 89-544. as amended. 7 US.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. §§4801 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 finanoal and 
compliance audita 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 aU other 
Federal laws. executive orders, regulations. and policieS 
goveming this program. 

• SI~TURE OF A~~ORI~C5~IFYING OFFICIAL • TITLE 

I~~ 
// 

"§Ut:JU."lotre5"'UrW'n"fs, gov I IChief Deput.y C0I1U5sioner I 
·~PLlCANT ORGANIZATION 

~orth CarolJ.oa Depdrtment ot Insura.nce 

• DATE SUBMITTE~ 
I

I Icomplet.ect on!i~Xtd~lJ!/rl."-t5. gov I 

c 



DISCLOSURE OF LOBBYING ACTIVITIES 

eomp.... ttl.. fom'I to dIedoH IobbfInI KtIvItIM pUtauMt 10 31 U.S.C.131Z 

1. • ~TY~~edenll Action: 

, b~ 

c oocpenIII" ~ 

aloer1 

O·loer1pr.... 

Of"*' .,..,..".,. 

2. • Status of Fedenll Action: 

O·~' 
!SJb"'-oo Cp<*_ 

4. Name and Add,.... of Reporting Entity: 

ISJPrrnoo DSWA­

3. • Report Type: 

[S] • nIIiII filing 

Ob~~ 

~lk._;_~._q_'____~==========~__~__~I~=~;=.="o="=n=c~.,ro-';-n_.______________________~1 ~ LI:_t_~,_·__~ 
CQngre...,..... Oo.mct. ~ _ I 
'CIWy 

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

6. * Fedenll Department/Agency: 

9, Award Amount. if known: 

b.,)ndlvidual Perfonnlng Servlc .. (!flCIu<tng __d diII\nnIlrom No lOa) 

""*' I \' I'ftf4 Name UJddIt Name 

~ ~====~--------~ 

IUJddItName 
SUIIIlr ...:,====>----' 



APPENDIX C - SUMMARY OF PRODUCTS AND ASSOCIATED GOVERNING LAWS 

:l
As of 10/1/2009 Indemnity Ind, Medical Underwriting ~ Health insuring Corp, • 
Insurance .. Department Underwriting At Renewal " Department " Type Action (YIN) (YIN) Action 

Individual 

Individual 

Short Term 

Prior Approval Required 30 Day Deemer 

Prior Approval Required 30 Day Deemer 

Y 

Y 

N 
(ORC 3923,15) 

Y 

Prior Approval Required 60 Day Deemer 

NlA 

Non-Employer Based 

Association Group Trust 
(individual Market) ERISA 

Prior Approval Required 30 Day Deemer Y Y N/A 

Conversion to Individual Coverage 
(Basic and Standard) 

Non-FEI :Any Individual 
Contract Available 

Basic & Standard: FEI 

Prior Approval Required 30 Day Deemer 
(Must have Small or Large Group) 

Prior Approval Required 30 Day Deemer 
(Must have Smatl or Large Group) 

Y 

Y 

N 

N 

Prior Approval Required 60 Day Deemer 
(Must have Small or Large Group) 

Prior Approval Required 60 Day Deemer 
(Must have Small or Large Group) 

Open Enrollment 
(Basic and Standard) 

Pre-HIPPA: non-FEI 

HIPPA: FEI 

Prior Approval Required 30 Day Deemer 
(Must have Individual or Non-Employer Business) 
I Prior Approval Required 30 Day Deemer I 

(Must have Individual or Non-Employer BUSiness) 

Y 

y 

N 

N 

Prior Approval Required 60 Day Deemer 
(no new business on state held OE) 

Prior Approval Required 60 Day Deemer 
(Must have Individual or Non-Employer Business) 

Group 

Employer Based 

Fully Insured Group: 
Small Employer (Group Policy) 
(2-50 as defined in ORC 3924,0IN) 

Large Employer (51 and greater) 

Self Insured HBP: Health Benefit Plan 

MEWA 

File and Use (Rates Maintained On File) 
Small Group Cert Required 

File and Use (Rates Maintained On File) 

No Rate Review Regulation 
Cert Required 

Y 

Y 

N/A 

+1- 15% limit 

Y 

N/A 

ite and Use (Accept or Rejeel- 30 Day Process Deemer 
SmaU Group Cert Required 

ile and Use (Accept or Reject- 30 Day Process Deemer 

NlA 

Supplemental HIC NlA Y N Prior Approval Required 60 Day Deemer 

Long Term Care (Individual) 

Group 

Prior Approval Required 30 Day Deemer 
File and Use (Rates Maintained On File) 

Y 
Y 

N 
N 

NIA 

Medicare Supplemental 
(Group & Individual) Prior Approval Required 30 Day Deemer 

Y 
N- open enrollmen 

N 

tdmin must be aelual. And rale and doc must be on file 'j 

Medicaid NlA NIA N/A ramin must be actual. And rate and doc must be on file'j 


