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In the Spotlight: North Carolina and Rate Review 
 

Under North Carolina law, health insurance companies must submit both individual and small group rates to the 

Department of Insurance.  Rate increases for individuals must be approved by the Commissioner of Insurance and 

small and large group rates are reviewed.   

North Carolina is one of the 27 states that grant its insurance commissioner this type of regulatory authority.  Current 

state law holds premiums to a standard of adequate, not excessive, not unfairly discriminatory, and bearing a 

reasonable relationship to benefits covered.  All individual rates are subject to prior approval by the Department of 

Insurance.  The Department of Insurance reviews all rates for the small group market; HMOs and BCBSNC are subject 

to prior approval.  

Health Care Reform and Rate Review  

As a part of the Affordable Care Act of 2010 (ACA), the U.S. Department of Health and Human Services (HHS) is 

directed to work with states in order to establish an annual review of “unreasonable rate increases,” monitor premium 

increases, and to award grants to states to carry out their rate review process.  The criteria established by ACA for 

“unreasonable” is “excessive or unjustified” and how this definition is fleshed out will determine much of the rate review 

process.  The standard rate review form being developed as a part of this program will only be used for rates that are 

deemed “unreasonable.”   

Per the HHS grant invitation to apply, on June 7, 2010, the first cycle of the HHS grants’ applications was released for 

$51 million of the $250 million total is allocated for these grants (to be distributed over a 5 year period).  Each state, 

including North Carolina, with a successful application received a $1 million grant in this first cycle to enhance their 

current rate review process (create a process in those states that do not have one).  All subsequent grants released 

(from fiscal year 2011 on) are intended to strengthen the rate review process and establish medical reimbursement data 

centers.  

NAIC’s role in rate review 

As a part of the new federal review authority, the ACA requires that the National Association of Insurance 

Commissioners (NAIC) assist the Secretary of HHS with her responsibilities on rate review, specifically to recommend a 

standard rate review form and assist in development of a definition for what constitutes an “unreasonable” premium 

increase.  PPACA makes clear that states be the primary insurance regulators, a point frequently referred to by the 

NAIC.  On November 9, the NAIC Health Insurance and Managed Care (B) Committee approved the “unreasonable” 

Rate Filing Disclosure Form, which will now go to the NAIC’s Executive Committee/Plenary for final consideration.  The 

form as approved by the Committee requires detailed information and justification for small group and individual 

premiums, claims, quality costs, taxes and administrative costs, including executive compensation and agent 

commissions, but does not include large groups and allows some information to remain confidential. 

What to expect long-term  

Future premium increases will likely be a measure of success of health care reform.  Meanwhile, we believe a number 

of the significant insurance reforms contained in the ACA are likely to add to, rather than suppress, the rate of premium 

increases in the years after these provisions have gone into effect.  There is much debate on how “unreasonable” will 

be defined, who will define it, and how it will work in states that already have a rate approval process.  The creation of a 

federal rate review process will potentially lead to additional states giving their insurance commissioners regulatory 

authority than have this authority today.   
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BCBSNC Views   

Blue Cross and Blue Shield of North Carolina is committed to lowering the cost of health care and supports a better 

understanding of how rates are calculated and why consumer health care costs are increasing. BCBSNC agrees that 

premium increases should have to be justified and has always supported our rate review process in North Carolina.  

BCBSNC believes that strong, actuarially-based regulation of premiums is critical, not only to avoid unreasonable rate 

increases, but to ensure that neither political considerations nor concern over public perceptions lead to rates that are 

inadequate and jeopardize the financial solvency of an insurer, which leads to disruptions for insurers and less choice 

for consumers.  Without properly addressing rapidly rising medical costs, high rate increases are hard to avoid.  Strong 

rate regulation is important, but does not cure premium impacts or medical costs.  BCBSNC hopes that the federal 

review will have very clear guidelines regarding the process and not be overly burdensome for carriers and implement 

the process in a way that will make the most sense for consumers.  States have been the regulators for over 100 years 

and have experience and expertise that should be drawn upon.  PPACA directs only “unreasonable” rate increases be 

filed with the HHS Secretary and BCBSNC believes that HHS should grant states the authority to define what 

constitutes “unreasonable.”  This will enable states to consider their local market and environment to ensure rates are 

actuarially sound and do not threaten health plan solvency so that future medical claims may be paid.  Filing premium 

rates with both HHS and state government will not add to consumer protection so long as the state’s review process 

and regulatory authority are sound.  It will be important to use the federal grant dollars to enhance the ability of the 

States to review rates consistent with local market conditions and review processes.   

 

For More Information 

 Health Reform “Request for Comments” on Section 2794 of the Public Health Service Act, a section of PPACA: 

http://www.healthreform.gov/newsroom/section2794.html  

HealthCare.gov Detailed State by State information: http://www.healthcare.gov/news/factsheets/rateschart.html#n  

NAIC Working Committee on Rate Review: http://www.naic.org/committees_ex_speed_to_market_tf.htm 

HHS Grant Solicitation: http://www.hhs.gov/ociio/initiative/final_premium_review_grant_solicitation.pdf  

 

 

This information has been prepared by Blue Cross and Blue Shield of North Carolina to assist our customers in understanding Health Care Reform. This publication is 

for information purposes only. It is not legal or tax advice. Please consult with your attorney or tax advisor for further advice. As regulations and other interpretive 

guidance are published, this information may change. We will continue to work with our customers going forward to provide updates and further assistance.  U#7259r 
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