






































 
OFFICE OF THE GOVERNOR  

SPRINGFIELD, ILLINOIS 62706 
Pat Quinn   
GOVERNOR 

July 7, 2010 
Kathleen Sebelius, Secretary 
U.S. Department of Health and Human Services 
200 Independence Avenue, S.W.   
Washington, D.C. 20201 
 
 RE: Grants to States for Health Insurance Premium Review Cycle I, CFDA: 93.511.  
 
 
Dear Secretary Sebelius: 
 

Thank you for the opportunity to apply for $1 million to enhance the State of Illinois’ authority to review 
premium rate increases proposed by health insurers operating in our State. 
 

I strongly support the Illinois proposal entitled the “Premium Review Project.”  While many states currently 
have rate review authority, including states as diverse as Maine, Tennessee, North Dakota, Indiana and California, 
Illinois' Department of Insurance does not have the explicit authority to approve or deny rate increases imposed by health 
insurers.  Review of health insurer premiums is an opportunity for our State to add efficiency to a marketplace that does 
not provide efficient value in exchange for hard-earned premium dollars.  
 

With an entirely for-profit health insurance marketplace, Illinois' families and businesses of every size are 
experiencing rate increases of such a punitive magnitude that many are unable to afford meaningful coverage.  Small 
business premiums in Illinois are being raised more than 50 percent, and high deductible plan premiums are being raised 
more than 30 percent for employers whose employees never actually reach the high deductible threshold. 
 

I strongly support the objective of our proposal with the intention of improving the value of health insurance 
purchased in Illinois.  Our Department of Insurance will maximize the value of the federal grant dollars.  The grant funds 
will be used only to supplement, not supplant, Illinois' existing investment in the rate review process, and we will 
maintain this existing investment through the balance of the grant cycle. 
 

If you have any further questions, please do not hesitate to contact Michael McRaith, Director of the Illinois 
Department of Insurance at 312-814-9200.   

        
       Sincerely, 

 
Pat Quinn 
Governor 

cc: Michael Gelder 
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PREMIUM REVIEW PROJECT ABSTRACT 
 
  One of the primary goals of health care reform, and the vision incorporated into the Affordable 
Care Act, is to make comprehensive health insurance coverage affordable and accessible to all 
Americans.   The new program launched in Section 2794 of the Public Health Service Act, entitled 
“Ensuring That Consumers Get Value For Their Dollar,” provides new opportunities and invaluable 
resources for states like Illinois to do just that.  For this reason, the Illinois Department of Insurance 
(“the Department”) intends to pursue this grant to fund expanded reporting and review of health insurer 
premium increases.  The people of Illinois, including policymakers, will be educated and informed about 
Illinois’ currently dysfunctional marketplace. 
 

Under the existing framework for health insurance regulation in Illinois, health insurers that offer 
major medical policies face few statutory reporting requirements and no mandate to deliver affordable 
options for health coverage.  As a result, the health insurance marketplace fails consumers, often pricing 
Illinois’ businesses and families out of health insurance.  The goals of the Premium Review Project are 
to expand the scope of the current premium review process in the State and significantly enhance 
consumer protections, including effective engagement and education of the public and policymakers on 
the issue of health insurance premium rates.  The Department plans to expend the $1,000,000 requested 
as part of the Cycle I grants to accomplish these goals through: 1) establishment of the infrastructure 
necessary for premium rate review; and 2) establishment of new processes to collect, publish, and 
analyze premium information to educate consumers and State policymakers. 

 
More specifically, the Department will increase actuarial staffing and invest in the necessary 

technological infrastructure to prepare for increased premium rate reporting, analysis, and stakeholder 
engagement.  The current process for collecting rate increase information does not permit the 
Department’s actuaries to analyze and effectively draw conclusions from the information submitted by 
insurers.  Some insurers submit, process, and file information through a strictly paper system.  The rate 
submission process must be updated to facilitate the Department’s analysis and understanding of current 
trends in the State’s health insurance marketplace and health care economy. 

 
Using the information gained from improved reporting and analysis of premium rate 

information, the Department will implement a permanent process to engage and educate consumers and 
policymakers on health insurer premium rate increases.  The Department will conduct public hearings, 
develop interactive tools on the Department’s website allowing consumers to search current health 
insurance premium rate information and provide feedback on insurance products, and publish reports on 
rate increases, health care costs, health care utilization and the impact of benefit design on utilization.  
Additionally, the Department will develop resources for consumers regarding premium rate information 
to assure such information is in a format that is of value to family and business consumers.  

 
Rate review activities enable the Department to better support a competitive, functioning health 

insurance marketplace.  
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a) Current health insurance rate review capacity and process 

General Health Insurance Information 

All insurance companies and all agents/brokers selling insurance products in Illinois are required by 

State law (215 ILCS 5/1 et seq.) to be licensed and regulated by the Department of Insurance (the 

“Department”).  Insurance companies in Illinois sell a variety of major medical health insurance products, 

including health maintenance organization (HMO) plans, preferred provider organization (PPO) plans, and 

indemnity plans.1  These products are available in all markets (individual, small group, and large group).  

Illinois has an entirely for-profit health insurance industry. 

  Illinois law does not require that premium rates for individual or group health insurance policies be 

“actuarially justified.”  With respect to major medical plans sold in the individual and large group markets (i.e., 

the market for health insurance sold to employers with more than 50 employees), Illinois law does not restrict 

the premiums that may be charged by an insurer or HMO.   

Plans sold in the small group market are subject to the Small Employer Health Insurance Rating Act 

(See Appendix A, “SEHIRA”, 215 ILCS 93 et seq.).  SEHIRA limits the amount by which premiums charged to 

small employers can vary due to an employer’s health status or claims experience:        

• The premium charged to an individual small employer cannot vary from the “index rate” (i.e., the 

arithmetic mean of the lowest and highest premium rate that is charged or that could be charged to 

employers with the same or similar “case characteristics” within a class of business) by more than 25 

percent; and 

• The index rate for a class of business cannot vary by more than +/- 20 percent from the index rate for 

any other class of business.  

                                                            
1 For purposes of this application, the terms “health insurance” and “health insurance products” refer to the definitions established 
under the Patient Protection and Affordable Care Act (P.L. 111‐148, the “Affordable Care Act”). 
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SEHIRA does not limit premium variation due to “case characteristics” such as gender, age, and geography.  

SEHIRA nominally limits premium increases, as the premium increase for an individual small employer cannot 

exceed the sum of the following factors: 

1. The percentage change in the new business premium rate;   

2. A maximum increase of 15 percent due to changes in health status, claims experience, or 

duration of coverage; and 

3. Any adjustment due to change in case characteristics from the previous year, or to a change in 

coverage. 

Small employer carriers are required to annually submit (on or before May 15) an actuarial certification 

to the Director of Insurance that certifies the carrier is in compliance with SEHIRA, and that the rating methods 

are actuarially sound. 

Rate Review and Filing Requirements 

Individual Market (non-HMO): Insurance companies in Illinois must file premium rates and 

“classification of risks” with the Director of Insurance before issuing any individual policy of accident and 

health insurance (See Appendix B; 215 ILCS 5/355).  Rates are filed with the Department electronically through 

the System for Electronic Rate Form Filing (SERFF). 

Group Market (non-HMO): Non-HMO group plans do not file rates with the Department. 

HMO: HMOs must file a schedule of base rates and supporting actuarial documentation for all 

individual and group plans (See Appendix C; 50 Ill. Admin. Code 5421.60).  Rates for HMO plans are not filed 

through SERFF. 

Illinois does not have a standardized filing format for rate filings.  The filings generally provide only 

basic data on the base rates for each policy form covered (i.e., the dollar amount of the base rate(s) and perhaps 

the percentage change from the previous base rate, if applicable).   
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Rate filings may be accompanied by an actuarial memorandum, which may include information such as: 

• The major cost components, experience, assumptions, and procedures used to develop the submitted 

rates; 

• A brief description of the benefits provided by the policies;  

• A brief explanation of the new rates and the reason for the rate changes; 

• Data on recent experience under the policies (including loss ratios); 

• A history of rate changes under the policies going back a certain number of years;  

• An anticipated loss ratio; and  

• An actuarial certification attesting that the filing complies with the applicable laws of Illinois and the 

benefits are reasonable in relation to the premiums charged. 

Illinois law does not vest the Department with the authority to approve, modify, or deny any proposed 

rate increase for major medical health insurance policies.  As a result, the Department does not currently 

“review” any rate filings.  A filing received by the Department is assigned to an analyst to ensure the filing is 

complete and properly coded and identified within SERFF.    The filing is then forwarded to a supervising 

analyst for final disposition.  Rate filings for HMO plans are kept on file in paper form.   

Resources and Staff.  One full-time analyst is required to assist with filings. 

 Information Technology (IT) and Systems Capacity 

The absence of any rate review authority means the Department currently devotes few resources to 

reviewing health insurance rates.  As described above, rates for non-HMO plans are filed electronically through 

the SERFF system.  One IT professional within the Department is required to resolve technical difficulties with 

SERFF.  No additional technology is used to file, analyze or publish information related to health insurance rate 

filings.   

As part of the grant application, the Department is requesting not only upgrades to existing technology 

through SERFF but also funds for planning and implementation to expand electronic filing to HMO carriers and 
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to manage an increased volume of filings.  The Department also seeks new technology to analyze this data for 

trends and report such findings regularly to stakeholders in a meaningful and consumer-friendly format.   

The Department faces a challenge in achieving this goal because the rate information received through 

SERFF is not easily accessed or analyzed.  Currently, data must be extracted manually from SERFF (because 

data is provided only in PDF format), and entered into another program (e.g., Microsoft Excel) for further 

analysis and reporting to stakeholders.  For example, the most recent report issued by the Department of 

Insurance in April 2010, the Individual Major Medical Health Policy Rate Filing Report (see Appendix D), was 

developed manually over several weeks by 1 of the Department’s lead actuaries.  Technology exists that could 

have produced a report such as this in a far more efficient manner.  The Department neither has access to such 

technology nor the resources to procure the necessary upgrades at this time.  The ability to efficiently receive, 

analyze, and move data contained within rate filings is crucial to the Department’s goal of enhancing and 

adding public value to the rate review process in Illinois. 

Budget and Staffing Capacity 

Annual budget and revenue.  The Department’s budget for the current fiscal year totals $40,137,400.  

Projected annual revenue collected in FY10 is $359,200,677 (this amount includes the taxes collected and 

transferred to the General Revenue Fund).  

Resources Allocated for Rate Review.  Current budget for resources allocated for rate review (which is 

limited by law to rate filing review) is $80,481.  This includes salary and benefits for an Insurance Analyst II of 

$75,381 and equipment $5,100. (See Appendix E for more detailed information).  

Education and Professional Background of Staff Responsible For Rate Review.  The education and 

professional requirements of any individual conducting rate filing and review include the following: 

• Requires knowledge, skill and mental development equivalent to completion of four years of high 

school. 
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• Requires a working knowledge of the Illinois Insurance Code and related rules and regulations, or of 

general insurance company methods and procedures, particularly as those methods and procedures relate 

to life, accident and health policy evaluation. 

• Requires a working knowledge of accounting principles and auditing methods. 

• Requires a working knowledge of office methods and procedures. 

• Requires the ability to analyze facts, data, and information with criteria, and draw reasonable 

conclusions. 

• Requires ability to accurately interpret the Illinois Insurance Code and Department rules and regulations 

and executive bulletins. 

• Requires ability to properly analyze financial statements and/or evaluate contractual provisions of 

insurance policies. 

The Department receives approximately 60 rate filings per year for major medical health insurance policies.  

Department analysts do not spend more than 1 hour on any given filing because rates are not subject to 

regulatory approval.   

Consumer Protections 

The Department discloses rate filings through an Individual Major Medical Health Policy Rate Filing 

Report (the “Report”) made available on the Department’s website at www.insurance.illinois.gov.    

The Report consists of a table summarizing all rate filings received by the Department since 2005 for 

major medical policies offered on the individual market.  For each filing, the Report lists the company name, 

filing date, percent change in the filed base rate, name or number of the policies to which the filing applies, and 

whether such policies are accepting new enrollees.  The Report is accompanied by a Rate Filing Guide written 

in plain language so that a consumer can understand the information contained within the Report and how it 

relates to the consumer’s premium. 

http://www.insurance.illinois.gov/
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In addition, the public has access to rate filings and other information received and maintained by the 

Department through the Illinois Freedom of Information Act (FOIA).  FOIA requires public bodies like the 

Department to make available certain public records to any individual upon written request.  See 5 ILCS 140/1 

et seq.  Section 7 of FOIA exempts certain categories of information from this disclosure requirement, 

including: i) information containing trade secrets or commercial or financial information that is furnished under 

a claim of confidentiality and that would cause competitive harm to the person or business if disclosed; and ii) 

information prepared by or for the use of a public body regulator regarding the examination, operating, or 

condition reports of a regulated entity such as an insurance company.  5 ILCS 140/7.  The Department 

maintains a FOIA section on its website containing general information and a form allowing individuals to 

submit a FOIA request to the Department. 

Summaries of rate changes are not currently offered in plain language for consumers.  Illinois law does 

not require insurers or HMOs to notify policyholders prior to a proposed rate change.  With respect to 

individual health insurance policies only, policyholders must receive written notice of the specific dollar 

amount of each premium payment 15 – 45 days before the due date (See Appendix F, 215 ILCS 5/357.2).   

Currently, formal processes do not exist for public hearings on major medical rate filings because of the 

lack of rate review authority.  Legislation drafted by the Department during the last legislative session 

authorizing the Department to modify or reject unreasonable or excessive rate increases also established a 

formal process for public hearings (See Appendix G).    

The Department received a total of 186 complaints regarding rate increases between the years 2008 and 

2010 (See Appendix H). Eight-seven of these complaints concerned group health plans, while 99 complaints 

concerned individual health policies.  

Group health plan complaints generally consisted of drastic unexpected rate increases irrespective of 

claims made on the policies, with the insurance company citing vague reasons as to the cause.  Due to explosive 

rate increases and volatility, employers have increased the percentage of the premium charged to employees.  
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The individual health policy complaints generally consisted of several large rate changes within a short period 

of time (less than a year).  Some noted increases of 80 – 100% per year.  Unfortunately, the lack of information 

required to be reported regarding base rate information, ambiguous actuarial justification, or the percentage of 

individuals that pay more or less than the insurer’s base rate renders the Department uninformed regarding the 

reasons for the increasing cost of coverage for many individuals and families. 

Examination and Oversight 

Over the last 2 years, the Department has not taken any formal action related to premium rates due to the 

absence of authority to approve or deny health insurance rate changes.  The Department has not conducted 

formal hearings regarding health insurance premium increases. 
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b) Proposed rate review enhancements for health insurance 

  In order to improve the performance, transparency, and accountability of the private health insurance 

marketplace, the Department will collect and publicly disclose health insurance rates and rate increases and seek 

statutory authority to approve or deny premium increases.  Health insurance consumers – families and small 

businesses in particular – will benefit from an additional regulatory tool such as rate regulation for insurers and 

HMOs.  In seeking such additional authority from the Illinois General Assembly, the Department will benefit 

from an active and informed public.  For this reason, the Department will enhance its rate collection and 

disclosure processes.   The Department will engage all stakeholders in a collaborative effort to address the rising 

cost of health insurance coverage in Illinois, including the underlying health care costs and utilization trends.   

Goals of the Grant Application. 

Under the leadership of Governor Pat Quinn, Illinois is working towards a more functional, transparent 

private health insurance marketplace.    The Department will collect additional data, obtain the resources and 

staff to analyze such data, and enhance the ability to provide that data in a meaningful and consumer-friendly 

format to effectively engage key stakeholders and decision-makers.   

 For this reason, the immediate goals of the Department in applying for the Health Insurance Premium 

Review Cycle I grants (“Cycle I grants”) are to:  

1) Expand the current scope of private health insurance premium review activities (as permitted under 

existing law);  

2) Enhance consumer protections and marketplace efficiency; and  

3) Enhance statewide understanding of the Illinois health care economy, including where and how 

premiums pay for health care.   

In order to accomplish these goals, the Department estimates $1,000,000 will be necessary to deliver value to 

families, businesses and policymakers.  Funds will be used to implement the Illinois Premium Review Project 

and establish the Department infrastructure to expand rate review activities.  Staffing will be increased to 
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accommodate new demands and technological upgrades will streamline and expand our existing electronic 

submission and analysis systems (See Appendix I and attached budget narrative).  Grant funding will not be 

used to replace existing State funding dedicated to rate review and reporting.  The Department will not reduce 

its current investment in these activities. 

The Department intends to use these new resources to improve existing rate filing requirements by 

collecting additional information about rates from insurers in the individual, small, and large group markets.  

Also, the Department will expand the scope of current review activities by compiling and publishing proposed 

rate increases in order to engage and educate the public and policymakers about the cost of health insurance, the 

cost of health care, utilization of health care, and the impact of benefit design.  Finally, the Department intends 

to significantly invest in expanding consumer protection standards through a more open and transparent process 

for review.  This includes conducting public hearings and developing new interactive tools for consumers to 

navigate health insurance premium information and provide feedback. 

 In applying for this grant, the long-term goal of the Department is to use these new tools and 

investments to be a more effective regulator of the private health insurance market.  With more information and 

increased public awareness and involvement, the Department will continue to protect the solvency of the 

insurance industry while improving the performance, transparency, and accountability of the health insurance 

marketplace.  With the approaching and necessary improvements of the Affordable Care Act, rate oversight is 

especially critical to ensure that less responsible insurers do not abuse customers and patients with unjustified 

rate increases.  This grant will support the inevitable transformation of Illinois’ marketplace into one that works 

not only for insurers but also for families and businesses. 

Enhancing the Rate Review Process – Staffing 

 Due to Illinois’ limited statutory premium rate reporting requirements, the Department does not have 

existing capacity to process or review large amounts of additional rate-related information.  Therefore, the 

Department requests that $217,555 (plus additional costs) be dedicated to immediately hire 2 additional systems 
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analysts and 1 additional clerk (See Appendix J and K).  New actuarial staff will enable the Department to 

process a significantly higher volume of major medical rate filings, manage contracted actuaries, and focus on 

preparing and submitting information to the Secretary of HHS pursuant to Section 2794 of the Affordable Care 

Act.  As noted above, only 1 staff member currently supports Illinois’ limited rate collection processes.   

The Department also requests that $369,290 (plus benefits/additional costs) be dedicated to hire 4 

additional actuaries: 1 health care actuary and 3 actuarial assistants.  The actuary and her assistants will manage 

increased reporting from individual, small group and large group carriers, including the information regarding 

health insurance rate trends in premium rating areas required to be reported to the Secretary of HHS pursuant to 

Section 2794 of the Affordable Care Act.  The Department requests an additional $138,700 to supplement 

permanent staff and assist with collecting, analyzing, and reporting rate information.  Actuarial duties will 

include examination of data, calculation of trends, determination of problems in company reporting, and 

collaborating with other staff members to communicate this information to key stakeholders.  Collaboration 

may include developing relationships with similarly situated individuals in other states, and involvement with 

other regulators through the activities of the National Association of Insurance Commissioners (NAIC).  As 

implementation of the Affordable Care Act continues, the information being compiled and analyzed by these 

new staff members will support efforts to better identify and understand the inevitable changes in the Illinois 

private health insurance marketplace. 

Enhancing the Rate Review Process – IT Capacity 

The Department requests that $198,000 be dedicated to contract with a Level II IT consultant to improve 

the Department’s information technology (IT) infrastructure for private health insurance premium rate 

reporting.  This individual will design and build rate review software and convert information into a new web-

based system for more efficient and effective consumer use.  Specifically, this individual will be responsible for 

assisting in the planning, development, implementation, updating, and the training of staff on an improved 

electronic system for: 
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• Accepting major medical rate information from all private health insurers, including the expanded 

information required by the Secretary of HHS and the Director of Insurance (this includes developing 

new technology to leverage SERFF data, as well as staff training on new technology, and support for 

updated SERFF technology); 

• Permitting actuaries to analyze the rate information submitted for advanced trends in rates related to 

benefit design, administrative costs, enrollment, claims, and other factors that affect premiums; 

• Compiling rate information in reports using both narrative and visual graph formats; 

• Translating the report information automatically into a format that is consumer-friendly, in coordination 

with experts in the field of health care communication;  

• Allowing consumers to search rate information and compare information from different payers; and 

• Integrating functions from existing IT frameworks to allow consumers to electronically provide 

feedback on private insurance premiums and reports. 

The Department plans to continue to leverage SERFF and accompanying state application programming 

interface services, and will work with the NAIC to incorporate any improvements necessary to meet the new 

HHS reporting requirements.  In order to do so, the Department requests $18,808 to contribute to the process of 

facilitating and using such updates (See Appendix L).  This funding is expected to help the Department: 

• Meet the data collection and reporting requirements in Section A.1(c)(1) and A. 1(c)(2) of the grant 

application, as well as necessary staff training; 

• Permit insurers to submit the Rate Filing Disclosure and Justification for rates; 

• Make non-confidential rate filing information public; and 

• Make the uniform template for data reporting available, along with basic trending (assuming HHS will 

accept reports directly from SERFF). 
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The Department does not expect that the SERFF updates alone will provide the flexibility necessary to 

analyze rate data for more advanced trending, electronically report this data in a manner that is both 

comprehensive and consumer-friendly, and permit the data to be viewed by consumers in a searchable format.  

For that reason, new software applications (either purchased or developed in-house) will be necessary.   

Improve Rate Filing Requirements 

 The Department intends to expend the resources included in this grant application, as well as the new 

federal reporting requirements pursuant to Section 1003 of the Affordable Care Act, to add sufficient rigor to 

existing reporting requirements.  This involves expanding rate reporting requirements to include the group 

market and requiring all insurers to actuarially justify any rate increase.  The Department also intends to have 

HMO plans report rate and actuarial justification information electronically through either SERFF or an 

alternative system, as defined by the Department.  The ability of the Department to implement the previously 

described IT system upgrades will benefit Illinois consumers. 

Enhance Consumer Protection Standards 

 The Department is committed to employing new investments afforded by the grant to vastly improve 

consumer protections through increased transparency of premium rates and the rate review process, as well as 

increased consumer engagement.  In order to do so, the Department is proposing the following new initiatives. 

The Department requests $5,000 to conduct public hearings on rate increase proposals.  The hearings 

will highlight the many different factors that influence health insurance rates.  The hearings will elicit testimony 

regarding premium rate increases and the impact on individuals, families, and small businesses.  The 

Department will publicize these events through news media, and all information related to the hearings will be 

posted prominently on the Department’s website. 

The Department will dedicate a portion of previously described IT funding to develop interactive tools 

for consumers to search coverage available in Illinois and premium rate information related to that coverage.  At 

a minimum, consumers will have access to:  
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• Information on the history of an insurer and rate increases charged by the insurer (to the extent the State 

has this information); 

• A function allowing individuals to compare such rates and trends; and 

• A means to submit to the Department a standardized survey about experienced rate increases, 

accompanying benefit reductions, satisfaction with an insurer’s rating practices, and any additional 

information the Director deems necessary. 

The Department requests $5,000 to publicize the existence of its rate review web site, the contents of the 

site, and the opportunities for consumers who visit the site.  The Department will engage and educate the public 

and policymakers regarding health insurance premium increases, health care costs, health care utilization and 

benefit design. 

In addition, the Department requests $11,945 to translate web-based databases, documents, reports and 

charts to Spanish, Polish and Korean. The Department will also translate documents, reports and charts into 

other languages identified in the last census (See Appendix N). 
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Premium Rate Review Project Work Plan 
 

I. The goals of the Premium Rate Review Project are to: 
 

1. Expand the scope of current review processes and improve rate filing requirements. 
 

a) To improve the infrastructure for health insurance rate filing, review, analysis and publication, 
the Department of Insurance (the “Department”) plans to hire additional staff, update existing 
technology for collecting and analyzing rate information, and impose reporting requirements on 
insurers.   
 

b) In addition, the Department plans to engage and educate the public and policymakers.  Outreach 
will be premised upon the information assembled from the rate review reporting (as well as the 
additional consumer-provided information described below), the analysis of that data, and further 
reports on consumer impact.  
 

2. Enhance consumer protection standards. 
 

a) To increase transparency and enhance both consumer and policymaker engagement, the 
Department will conduct public hearings on proposed unreasonable rate increases, and the effect 
of these increases on Illinois families and businesses. All information related to the hearings will 
be posted prominently on the Department’s website.   

 
b) The Department also plans to engage individuals from across the state to inform the Department 

on the true impact of current health insurance premium rates, to understand the statewide health 
care economy, utilization trends and benefit designs. 
 

c) The Department will develop interactive tools for consumers, accessible on the Department 
website, which are dedicated to improving transparency and understanding of premium rate 
information through the use of consumer-friendly interfaces.  This technology will enable 
individuals and businesses to search a database that will include:  

 
• Information on the history of an insurer and previous rate increases (to the extent the 

State has this information); 
• Functionality to permit individuals to compare rates and trends; and 
• A means for a consumer to submit to the Department a standardized survey about 

experienced rate increases, accompanying benefit reductions, satisfaction with an 
insurer’s rating practices, and any additional information the Director deems 
necessary. 
 

II. The Department will know how many consumers it reaches by: 
 
a) The number of attendees of the public hearings; 

 
b) The number of “hits” to the website;  
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c) The number of consumer surveys returned; and 
 

d) The number of policyholders impacted by a proposed rate change. 
 

III. Preliminary actions have taken place for the Premium Rate Review Project.   
 
The Department has publicly and privately engaged the insurance industry and emphasized the need 
for rate review in Illinois.  The Department prepared and published a report of rate increases in the 
individual market dating from 2005.  The Department drafted legislation for the Illinois General 
Assembly to adopt that would authorize the Department to approve or deny a rate increase. The 
Department has initiated the formal hiring process to employ necessary personnel. 

 
IV. The Premium Rate Review Project will be conducted by the Department’s actuaries and 

insurance analysts.   
 
Improvement of the rate review process requires the Department to hire 4 additional actuaries (1 
health actuary and 3 actuarial assistants) to help manage increased rate reporting and analysis of 
rates. The Department will hire 2 additional analysts and 1 additional clerk to help process the higher 
volume of rate filings.  Credentials for those employees will include the following: 
 

• The Health Actuary performs highly responsible professional actuarial work by providing 
counsel and advice and conducting technical research in the insurance field of life, accident 
and health; conducts technical actuarial determinations of insurance firms doing business in 
the State; develops and prepares reports and recommends appropriate actions to the chief 
actuary or to the department director and administrators; may supervise lower level actuaries. 
 

• The Health Actuary requires knowledge and skill equivalent to completion of four years of 
college, with courses in higher mathematics, such as calculus, probability and statistics. 
Requires four years professional experience in actuarial work in the life, accident and health 
field. Preferably requires the equivalent to the certificate received for the completion of 
necessary examinations to qualify as an Associate or Fellow of the Society of Actuaries 
(A.S.A. or F.S.A.) or Casualty Actuarial Society (A.C.A.S. or F.C.A.S.). Preferably requires 
the type and kind of experience and training necessary for membership in the American 
Academy of Actuaries. 

 
• Actuarial Assistants Under general direction, performs actuarial analysis of statistical 

insurance data; researches information on various topics to prepare reports for life and/or 
casualty actuary; analyzes and develops reports on reserve analysis, market surveys and 
closed claims; reviews documents supporting the licensure of insurance companies, performs 
profitability studies. 

 

• Actuarial Assistants require knowledge and skills equivalent to four years college with a 
major in actuarial science – or – four years college with coursework in mathematics, 
numerical analysis, calculus, probability and statistics, preferably supplemented by the 



Illinois Department of Insurance 
Grant Application for the Health Insurance Premium Review Grant Cycle I Grant (CFDA: 39.511) 
 
 

3 
 

equivalent to the certificate received for completion of Part I and any one of Parts 2, 3, or 4 
of the examinations administered by the Society of Actuaries. 

 
• Insurance Analyst II performs professional duties in specialized areas of insurance: 

reviewing, analyzing or auditing documents to determine compliance with regulatory and 
procedural standards; or reviewing or analyzing policy forms, rating plans, filing, license 
applications, charters and bylaws; or investigating complaints, claims and disputes. 

 
• Insurance Analyst II requires knowledge and skill equivalent to completion of four years of 

high school. Requires one year of professional experience as would have been gained as an 
Insurance Analyst I. Requires either a working knowledge of either the Illinois Insurance 
Code, departmental rules, regulations, executive bulletins and general insurance company 
methods and procedures, particularly as related to life, accident and health or property and 
liability types of financial regulations; as related to policy evaluation, license and complaint 
resolution; or requires a working knowledge of the State Employees Group Insurance Act in 
matters pertaining to benefits, claims, privileges of participants and responsibilities of carrier. 

 
V. The Premium Rate Review Project will take place  

 
 August 9, 2010 – September 30, 2011. 
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PREMIUM REVIEW PROJECT TIMELINE 
 
Should the Premium Review Project proposal be accepted by the Department of Health and 
Human Services (HHS), the Illinois Department of Insurance (“the Department”) will proceed 
with the following timeline for implementation of stated grant activities to enhance the current 
rate review process.   
 
First Quarter (August 9, 2010 through December 2010).  This quarter will primarily be 
composed of going through the formal hiring process, staff training, and planning necessary to 
effectively execute each of the activities planned in the grant application. 
 

• August 2010.  The Department will initiate the formal process of hiring new staff 
dedicated to the Rate Review Enhancement Project.  Illinois has a structured interview 
and selection process that includes bargaining contracts, executive orders and court 
mandates.  These procedures may take 12-16 weeks. 
 

• August 2010.  The Department will begin the process of preparing for and contracting 
with a Level II IT consultant and additional actuarial services.  The Department will 
submit a Request for Proposal (RFP) following the statutorily required procurement 
process, which requires approval from the State Chief Procurement Officer.  This is 
estimated to take approximately 12 weeks. 
 

• August 2010.  The Department will develop the administrative plan for the public 
hearings on proposed rate increases (with the goal of one each quarter in a different 
region of the state).  Planning will consist of location, logistics, potential witnesses, 
public notification, and administrative processes.   
 

• August 2010.  The Department will work with industry, consumer, and community-based 
organizations to identify partners for the engagement and education of the public and 
policymakers. 

 
• August/September 2010.  The Department anticipates the National Association of 

Insurance Commissioners (NAIC) will begin work immediately to modify the current 
System for Electronic Rate and Form Filing (SERFF) to address data collection and 
reporting requirements in Section A.1(c)(2) and A.1(c)(2) of the grant application.  Until 
the Department is able to hire the Level II IT consultant, the Project Director will be 
working closely with NAIC over the subsequent 3 months of development to improve 
this technology.  
 

• July/August 2010.  The Department will establish a reporting protocol for major medical 
insurance products.   

 
• September 2010.  The Department will provide written notification to insurers of the 

Department’s rate increase reporting protocol. 
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• October 2010.  Department senior staff will work in concert with the new Level II IT 
consultant to begin crafting a plan to transition the Department’s existing IT 
infrastructure to meet the needs of improved rate review activities and consumer 
engagement tools. 
 

• October 2010 – 2012.  The Department expects to host public hearings on proposed rate 
increases. 

 
• November 2010.  Appropriate Department staff will commence training on updates to 

SERFF reporting systems and related API web services, while new technical staff 
continues to represent the needs of the Department as it relates to additional updates to 
SERFF and related API services with NAIC. 
 

• December 2010. Using the enhanced SERFF technology and the IT design plan from the 
consultant, the Department would hire the second IT consultant, or extend the current IT 
contract, to build the enhanced IT infrastructure to report findings to consumers.   
 

• December 2010.  The Department will convene a public forum to address increases in 
health insurance premiums. 

 
Second Quarter (January 2011 - March 2011).  This quarter will be dedicated to public 
hearings on rate increases, developing/testing/training staff on the new technological 
infrastructure necessary, and educating insurers about the IT reporting process.   
 

• January 2011.  The Department will continue to engage and educate the public and 
policymakers regarding the dysfunction of the Illinois market and the need for extensive 
rate review authority.  The Department professionals will continue to evaluate and 
analyze data received in the rate review process 
 

• January/February 2011.  IT staff will train relevant staff on new rate filling technology.  
IT staff would work with senior rate filing staff to draft the appropriate notice and 
directions on the new rate filing system for insurers.  New information would be made 
public, and posted prominently on the Department’s website. 
 

• November 2010/December 2010/January 2011.  As soon as practicable, insurers in every 
market (individual, small group, large group, HMO) would begin reporting rate 
information electronically through SERFF and the IT infrastructure developed for this 
purpose.  
 

• February 2011.  The Department will continue to hold public hearings regarding 
proposed rate increases.  The Department will compile and publish analyses regarding 
rate increases, health care costs, health care utilization and benefit design.  
 

• March 2011.  IT staff would launch a beta version consumer interface for the rate review 
web site and associated tools with simulated information for feedback and refinement. 
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Third Quarter (April 2011 – June 2011).  This quarter will be dedicated to evaluating 
implementation of and actual information reported due to the new reporting requirements, more 
in-depth review of rates, reporting on rates, and communication with key stakeholders during the 
second half of the state’s legislative session. 
 

• April/May 2011.  Reports generated from the rate review process will be made publicly 
available.   
 

• May/June 2011. The Department will commence a public campaign to inform individuals 
and businesses about the information and trends apparent in the rate filing data.  This may 
include only preliminary information, rate trends, and relevant information related to the 
Medical Loss Ratio data submitted to the state, NAIC, and HHS.   

 
Fourth Quarter (July 2011 – September 30, 2011) 
 

• July/August 2011.  Any new legislation granting the Department rate review authority 
will be incorporated into appropriate regulation, and the Department will evaluate and 
begin planning for the necessary IT system updates and additional staffing needs related 
to any potential new authority. 
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Premium Review Project Budget Narrative 
 
Overall Budget 
 

The Illinois Department of Insurance (DOI) budget for the current fiscal year 
totals $40,137,400.  Projected annual revenue collected in FY10 is $359,200,677 
(this amount includes the taxes collected and transferred to the General Revenue 
Fund).   

 
Current rate review budget for Illinois’ FY 2011 

 
The current budget for premium rate review is $80,481.  The total includes 1 full-
time Insurance Analyst II plus employee benefits which is a cost of $75, 381.  
Additional employee costs total $5,100.   This position does not require travel.  
(Please see attached spreadsheet for more detail). 

 
Estimated Budget for Premium Review Cycle I 

 
To enhance the current rate review process and to improve consumer protection 
standards, the Department estimates a total cost of $1,000,000.  An itemization of 
the costs is below. 

 
Personnel 

 
The submitted proposal requires 7 additional staff which includes 1 actuary, 3 
actuarial assistants, 2 insurance analysts and 1 support staff.  Total estimated cost 
for salaries is $351,948.  Attached at the end of this narrative is an itemization of 
Personnel and Fringe Benefit costs 

 
Benefits 

 
The cost of benefits for additional staff is $234,899.  Additional information is 
available on budget spreadsheet. 

 
Travel  

 
Not applicable for new staff. 

 
Equipment  

 
Additional average office costs for each employee is $5,100.  For 7 new 
employees the total is $35,700.  Attached at the end of this narrative is an 
itemization of employee costs. 
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Contractual Services 
 
IT Services 
Illinois intends to develop a new analytic data system to report rate increases to 
consumers.  Improvement to the current IT infrastructure requires funding for a 
Level II IT consultant to design and build rate review software and convert to 
web-based system for consumer use. 
 
IT development would consist of 2 6-month contracts for web development.  Each 
contract will require the expertise of a Level II IT consultant.  The average rate of 
a Level II IT consultant is currently $99 per hour.  Each 6-month contract consists 
of 1,000 hours of work, for a total of $198,000. 
 
Actuarial Services 
Illinois will contract with an actuarial firm to collect, analyze and report rate 
information.  The estimated cost of actuarial services is $138,700.   

 
“Other” Category Spending 

 
IT Upgrades 

 
The Department will upgrade the current SERFF system at a cost of $18,808.  The 
cost estimate covers the expenses associated with modifying SERFF to address 
data collection and reporting requirements, such as: 
 
• State options to indicate premium review grant participation; 
• Company profile changes to incorporate company type; 
• State-maintained indicator for rate filing requests meeting the HHS threshold 

for ‘unreasonable’; 
• Addition of field to indicate product types; 
• Company-maintained product information including product name, HHS id, 

and product status that will allow the companies to track products and apply 
them to filings; 

• A new set of fields added to the Rate/Rule schedule items to provide HIPR 
data on a policy form basis; 

• Changes to the State API to accommodate retrieval of the data elements added 
above and to allow for updates of appropriate data elements via the State API. 

 
Public Hearings 

 
The Department will conduct public hearings regarding premium rates and 
increases.  The goal is to hear the “real” impact of rate increases on individuals, 
families and small businesses.  The Department estimates the cost of the public 
hearings to be $5,000.  This estimate is based on evaluation of unspecified 
expenses for print materials, newspaper notices, staff travel, rental of conference 
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space and miscellaneous expenses (i.e., projectors, screens).  The Department 
intends to use public meeting space such as public libraries or universities, which 
may have nominal rental fees.  

 
Engagement and Education Effort 

 
The Department will engage and educate the public and policymakers regarding 
health insurance premiums, health care costs, utilization and benefit design.  The 
Department estimates the cost of this effort will be $5,000.  The estimate includes 
travel reimbursement agency staff, printing and postage. 

 
Translation Services 
 
In an effort to provide appropriate services to all Illinois consumers, the 
Department will translate web-based databases, documents, reports and charts to 
Spanish, Polish and Korean.  In addition, the Department will translate 
documents, reports and charts into other languages identified in the last census.  A 
detailed description of language services is attached.  The Department estimates 
the cost of these services to be $11,945. 
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Guide to the Illinois Department of Insurance  
Individual Major Medical Health Policy Rate Filing Report 

 
The Department provides this Report to inform Illinois health insurance consumers seeking to learn 
more about rate increases to individual major medical health policies.  The Department does not receive 
small or large group health insurance rates or rate changes.  The Department continues to improve the 
clarity and completeness of the information presented in this Report and encourages you to check back 
frequently for updates.  
 
Illinois law allows for underwriting and rating of individual major medical health insurance policies 
based on health status as well as several other factors.  Illinois law does not limit the amount an 
insurance company can charge based on health status. 
 
The following columns of information are presented in the Department’s Report:   
 

• Percent Rate Change.  This column reflects the change in the plan’s base rate from that plan’s 
most recently filed base rate.  The base rate for a plan may be increased by an insurance 
company based on several reasons, including the claims submitted by every individual enrolled 
in your plan.  A base rate is a starting point for a premium that applies before other factors are 
taken into account.  Some factors, such as your health status, may only affect your premium at 
the time your policy is issued.  Other factors, such as geographic location, may affect your 
premium both when your policy is issued and when it is renewed.    Some of the factors that may 
affect the actual premium you will pay include: 

o Health status.  Health status is perhaps the most important factor in determining the 
amount of premium you pay.  Illinois law allows insurance companies to increase your 
premium based on your past or present medical conditions.    

o Geographical location.  Your premium will vary depending on where you live in 
Illinois.  For example, consumers living in urban areas like Chicago are typically charged 
more than consumers living in rural areas.    

o Policy duration.  Your premium may be increased based on the amount of time you are 
enrolled in a plan.  This factor is typically used by a company to account for the 
assumption that a policyholder is more likely to file a claim the longer he or she has had 
the policy.   

o Gender.  Your premium will be affected by your gender, with women paying 
significantly more than men for the same policy, even without maternity benefits.   

o Age.  Your premium will also be affected by your age, with premiums typically rising as 
you age.  

 
• Open/Closed.  This column indicates whether the plan listed is accepting (open) or not accepting 

(closed) new enrollees.  Insurance companies routinely create new insurance plans and close new 
enrollment in existing plans.  Pursuant to Illinois law, individuals can be denied major medical 
health insurance for any reason other than “race, color, religion or national origin.”  In addition, 
Illinois law requires that individual policies are guaranteed renewable.  As a result, individuals 
with health care needs who are enrolled in a plan that is closed to new enrollees will remain in 
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Governor 
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that plan, sometimes for many years.  The insurance company will continue to adjust the plan’s 
base and other rates as long as individuals are enrolled in the plan.  

 
NOTE:  HMOs do not regularly report whether a plan is open or closed.  The Department is in 
the process of determining whether the listed HMO plans are open or closed and will update the 
Report accordingly.   

 
 

• Company Name.  The names reflected in the Report are the registered business names of the 
insurance companies offering a plan.  HMO plans are distinguished from insurance plans by an 
“HMO” following the insurance company’s name.  The insurance company name in the Report 
may not necessarily be the name you see on your policy form or health insurance card.  For 
example, Health Care Service Corporation does business in Illinois as Blue Cross Blue Shield of 
Illinois.  If you do not see the name of your insurance company in the Report you should contact 
your insurance company or the Department to determine the appropriate registered business 
name.  In the process of compiling this public information, the Department observed that several 
insurers offering major medical insurance do not appear to have filed rates or rate changes.  The 
Department is investigating.   

 
• Filing Date.  This column lists the date on which the insurance company rate filing was received 

by or placed on file with the Department.   
 
• Policy Name/Number.  This column lists the policy name or number assigned to a plan by the 

insurance company.  This number can be used to track rate changes to your particular plan.  The 
policy name/number should be on your policy but may not be the name by which you know your 
plan.  Please contact your insurance company or the Department for more information on how to 
find your policy name/number. 

 
More Information 
 
The Department’s mission is to protect consumers by providing assistance and information, by 
efficiently regulating the insurance industry’s market behavior and financial solvency, and by fostering a 
competitive insurance marketplace. The Department assists consumers with all insurance complaints, 
including health, auto, life, and homeowner. Consumers in need of information or assistance should visit 
the Department’s Web site at insurance.illinois.gov or call our toll-free hotline at (866) 445-5364. 

http://insurance.illinois.gov/
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