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2012 Annual Rate Review Report: Rate Review Saves Estimated $1 Billion
for Consumers
I. Executive Summary

The Affordable Care Act brings an unprecedented level of scrutiny and transparency to health insurance rate
increases. Thanks to the law, for the first time ever, insurance companies in all states cannot raise rates without
accountability or transparency.  By requiring insurance companies to further document, submit for review, and
publicly justify rate increases above a certain level, consumers are able to better understand their premiums and
shop for health insurance.  While a number of the broader insurance reforms included in the Affordable Care Act
are set to start in 2014, the Rate Review Program created under the law is already in effect and benefiting
consumers by increasing standards for review of premium increases and overall insurance company transparency.
 

The rate review programs complement rules in the Affordable Care Act that ensure consumers receive a good
value for their health insurance premium dollar and make the insurance marketplace more transparent.  The 80/20
rule requires insurance companies to reveal how much of premium dollars they actually spend on health care and
how much on profits and administrative costs such as salaries and marketing.  If insurers do not spend at least 80
percent of premium dollars on actual health care benefits and quality improvement measures, they must refund
consumers the difference.

Based on initial findings, the Rate Review Program and the 80/20 rule are helping to slow premium growth and

have resulted in real savings to consumers across the country.[1]

To date, Americans have saved an estimated $1 billion on their health insurance premiums thanks to rate
review.  State-based Rate Review Programs were created or strengthened by the health care law.

Additionally, 13 million Americans have benefitted from $1.1 billion in rebates made possible by the 80/20 rule.

By holding insurance companies accountable, rate review and the Affordable Care Act’s Medical Loss Ratio
policy (or 80/20 rule) have yielded an estimated $2.1 billion in savings to consumers in one year. 

Rate review assesses whether proposed increases in health insurance premiums are based on reasonable
estimates of the next year’s cost of providing services to enrollees. Reasonable estimates appropriately reflect
changes in medical costs and health care utilization instead of unjustified assumptions, like projecting excessive
increases in medical costs, which would needlessly only serve to increase prices for consumers.  Historically, how
states review rates varied significantly as did the amount of information they made available to consumers.  The
Affordable Care Act ensures that double digit rate increases in all states are thoroughly reviewed and that
consumers across the country have access to at least the same basic information about their rate increase.

Starting September 1, 2011, insurance companies seeking to increase premium rates by 10 percent or more in the
individual or small group markets are required to justify and submit for review by experts the need for the rate
increase by providing information on the factors contributing to the proposed increase.  Forty-four states have
programs to review the proposed increases; in a state that does not have such a program, HHS reviews the
proposed increases.  All explanations of the increases and the state or HHS’ decisions are made available to the
public on HealthCare.gov.

To assist states in developing rate review programs at least as rigorous as the federal standards set forth in the
new health care law, the law established the Rate Review Grants Program, a $250 million program providing
states with funds to strengthen and improve their rate review processes, monitor premium increases, and make
health insurance rates understandable for all consumers.  To date, the Rate Review Grants Program has awarded
$160 million in grants to 45 states, the District of Columbia, and several territories.  States have multiple
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opportunities to apply for a rate review grant, and HHS anticipates making additional awards in 2012 and 2013 so
states can further build their capacity to protect consumers.

Disclosing proposed increases sheds light on industry pricing practices that many experts believe have led to
unnecessarily high premium prices.  This transparency in the health insurance market helps to promote
competition, encourage insurers to work towards controlling health care costs, and discourage insurers from
charging unjustified premiums. 

This report examines several key impacts of the Rate Review Program, including: 1) lowering rate increases and
saving consumers money; 2) increasing transparency in the insurance market; and, 3) enhancing state rate review
programs. 

II. Impact on Rates: Lowering Rate Increases and Saving Consumers Money

The Goal of Rate Review
Before the Affordable Care Act, health insurance companies in many states could raise rates with little or no
scrutiny, leaving consumers in the dark.  While many state Departments of Insurance have historically reviewed
proposed rate increases to determine if they are reasonable, other states lacked the legal authority to review or
reject a proposed rate increase or lacked the resources necessary to effectively review rates.  The Affordable Care
Act, through the Rate Review Program, ensures consumers in all states enjoy at least a minimum level of
protections by ensuring that significant rate increases in all states are thoroughly analyzed and disclosed to the
public.

Starting on September 1, 2011, health insurance companies in the small group and individual markets must submit
information on all rate increases with an annual impact of 10 percent or greater for their non-grandfathered plans.
 Insurance companies cannot raise premium rates by 10 percent or more without first justifying the increase to a
Rate Review Program.  Insurers proposing increases at or above 10 percent must submit for review clear
information indicating the factors contributing to the proposed increases.  HHS or Effective Rate Review Programs
(see insert below) review insurers’ projections, data, and assumptions to assess whether premium increases are
based on sound, up-to-date information on health care costs and use of covered services.  Proposed rate
increases may be determined to be unreasonable if for example, the proposed increase is based on faulty
assumptions or unsubstantiated trends or if the rate increase charges different prices to people who pose similar
cost risks to the insurer.  Information collected through this program, including explanations of the final
determination, is made available to the public on HealthCare.gov.    

Of the determinations to date, fifty percent have resulted in consumers receiving either a lower rate increase than

requested or no increase at all.[2]  Twelve percent of submissions were withdrawn prior to determination, in part
because some insurers were not willing to have their proposed rate increase labeled as “unreasonable.”

States made decisions on 69 percent of the proposed increases and HHS reviewed the remaining 31 percent.

Many submissions reviewed by HHS were association products, primarily because states historically have not
reviewed these products and are still in the process of updating their authority to allow for review in this market. 

What is an Effective Rate Review State?

Section 2794 of the Public Health Services Act requires the Secretary of Health and Human Services (HHS) to
establish a process of the annual review of “unreasonable increases in premiums for health insurance
coverage.” 

In May 2011, HHS finalized regulations that established a program that would allow HHS to work in partnership
with states to ensure that, beginning in September 2011, all proposed rate increases of 10 percent or more in
the individual and small group market were thoroughly reviewed.  Based on comments from issuers, consumers,
and other key stakeholders, HHS determined that an initial 10 percent threshold would provide consumers with
more information while still minimizing any potential burden associated with this new requirement. After 2011,
state-specific thresholds could be set to better reflect trends particular to a single state.

Additionally, these regulations establish what is typically referred to as an “Effective Rate Review Program.” The
program establishes several key standards states must meet in order to review proposed rate increases.  If a
state lacks the resources or authority to meet these standards and conduct the needed reviews, HHS conducts
the rate review while continuing to make resources available to states to strengthen their rate review process. 

In order to be an Effective Rate Review State, states must:

Receive sufficient data and documentation concerning rate increases to conduct an examination of the
reasonableness of the proposed increases.

Consider 12 actuarial standards as part of each rate review.
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Make a determination of the reasonableness of the rate increase under a standard set forth in State statute
or regulation.

Post either rate filings under review or preliminary justifications on their websites or post a link to the
preliminary justifications that appear on HealthCare.gov.

Note on the Legend: States and HHS review rates for individual, small group, individual association, 
and small group association products.  In some cases, states may be partially effective if they lack 
the authority to review rates for association products in either or both the individual or small group 
market. 

See a text version of this map.

The Savings: Lowering Rate Increases and Saving Consumers Money
Consumers are benefiting from changes made through the Rate Review Program.

Savings from Rate Review of Increases above 10 Percent Threshold
To date, based on those filings at or above the 10 percent threshold, approximately 64 percent of determinations
have been found to be unreasonable or have been modified or withdrawn (see Figure 1). 

Figure 1: Rate Determination for Proposed Increase at 10 Percent or Above by Decision Type and Impact
Source: Effective Rate Review Data

Based on data submitted through the Rate Review Program, average rate increase requests were higher than the

http://www.cms.gov/law/resources/reports/rate_review_maps.html
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average increases that were actually implemented, meaning that on average consumers either saw a lower rate
increase than originally requested or no increase at all.

The implemented rate increases were reduced on average by 2.8 percentage points.[3]

These modifications in double-digit rates result in lower premiums for nearly 800,000 consumers.  For the
individual market, based only on rate increase requests of 10 percent or more, 547,000 consumers received lower
rate increases than insurers originally requested, amounting to approximately $104 million in consumer premium
savings (see Figure 2).  For the small group market, based only on rate increase requests of 10 percent or more,
242,000 consumers received lower rate increases than requested by insurers, amounting to approximately $44

million in consumer premium savings (see Figure 2). [4]

Figure 2: Total Savings in the Individual and Small Group Markets from Modified, Rejected or Withdrawn

Rate Increase Requests of 10% or above, by State[5]

 
Individual Market Small Group Market Total

State

Number of
Affected
Enrollees

Estimated
Savings

Number of
Affected
Enrollees

Estimated
Savings

Number of
Affected
Enrollees

Estimated
Savings

Alabama -- -- * * * *
Alaska * * * * * *
Arizona 2,204 $396,000 * * 2,204 $396,000

Arkansas 266 $23,000 -- -- 266 $23,000
California 166,652 $34,295,000 377 $255,000 167,029 $34,550,000
Colorado 30,466 $11,304,000 -- -- 30,466 $11,304,000

Connecticut -- -- 32,223 $2,369,000 32,223 $2,369,000
Delaware -- -- 27 $6,000 27 $6,000
District of
Columbia

-- -- -- -- -- --

Florida 55 $7,000 * * 55 $22,000
Georgia -- -- * * * *
Hawaii -- -- -- -- -- --
Idaho * * * * * *

Illinois * * * * * *
Indiana 3,304 $1,569,000 2,633 $460,000 5,937 $2,028,000

Iowa -- -- 6,929 $1,125,000 6,929 $1,125,000
Kansas -- -- * * * *

Kentucky * * -- -- * *
Louisiana * * * * * *

Maine 1,105 $399,000 * * 1,105 $399,000
Maryland -- -- -- -- -- --

Massachusetts -- -- -- -- -- --
Michigan 20,503 $3,741,000 72,533 $11,770,000 93,036 $15,511,000

Minnesota -- -- -- -- -- --
Mississippi -- -- 207 $0 207 $0

Missouri * * 120 $4,000 120 $4,000
Montana * * * * * *
Nebraska 1,302 $0 1,909 $0 3,211 $0
Nevada 4,372 $0 -- -- 4,372 $0

New Hampshire -- -- -- -- -- --
New Jersey -- -- * * * *
New Mexico -- -- -- -- -- --

New York -- -- 87,037 $20,242,000 87,037 $20,242,000
North Carolina -- -- 2,174 $69,000 2,174 $69,000
North Dakota -- -- 1,416 $484,000 1,416 $484,000

Ohio * * * * * *
Oklahoma -- -- * * * *

Oregon 15,554 $1,352,000 -- -- 15,554 $1,352,000
Pennsylvania -- -- * * * *
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Puerto Rico -- -- 5,300 $2,623,000 5,300 $2,623,000
Rhode Island -- -- -- -- -- --

South Carolina 6,942 $1,461,000 1,421 $339,000 8,363 $1,800,000
South Dakota * * 499 $232,000 499 $232,000

Tennessee -- -- -- -- -- --
Texas -- -- 2 $2,000 2 $2,000
Utah -- -- * * * *

Vermont 600 $362,000 -- -- 600 $362,000
Virginia -- -- * * * *

Washington 293,053 $49,035,000 21,360 $85,000 314,413 $49,121,000
West Virginia -- -- 221 $201,000 221 $201,000

Wisconsin 286 $104,000 5,886 $4,078,000 6,172 $4,182,000
Wyoming * * * * * *
Overall 546,664 $104,050,000 242,274 $44,342,000 788,938 $148,407,000

 

Total Savings from Rate Review Programs

As part of the Rate Review Grants program, HHS collects data from states on all rate increases, even those below
10 percent.  Based on this information, the estimated national average rate increase implemented in the individual
market in 2011 is approximately 1.4 percent lower than the increase originally requested by insurance

companies.[6]  Based on 2011 individual market premium data, this difference would equate to nearly $425 million
in savings to consumers.

In the small group market, the estimated rate increases implemented are approximately 0.8 percent lower than the

rate originally requested by insurance companies.[7]  Based on 2011 small group market premium data, this
difference would equate to over $600 million in savings to consumers.  Taken together, premiums in the individual
and small group market were lowered by an estimated $1 billion compared to the amount initially requested due to
rate review.

III. Transparency: Increasing Publicly-Available Information and Shedding Light on Rate
Increases

The Effective Rate Review Program also increases transparency in the insurance market. This requirement
provides consumers with unprecedented access to information from insurance companies explaining why increases
in rates are necessary, as well as to the reasoning behind rate review determinations made by the states and
HHS.  

Forty-two states have used the Rate Review Grants Program funds to make the rate review process more
transparent for consumers.  Examples include:

Arizona:  The Arizona Department of Insurance (ADOI) created a Health Filing Access Interface called the
“Rate Detective,” a program developed by the NAIC providing access to open and closed filings online.  During
the third fiscal quarter of 2012, the ADOI held three community information meetings on rate review grant
activities and two oral proceedings on the Individual Threshold Rate Review Rule.  The ADOI Rules analyst
received over 1,000 comments on the Individual Threshold Rate Review Rule.

Arkansas:  As of January 4, 2012, the Arkansas Insurance Department launched a Facebook page and
Twitter feed. Using these popular forums provides additional means for consumers to access information and
learn about premium rate review. 

Connecticut:  On April 5, 2012, the Connecticut Insurance Department formally requested that insurance
companies notify their individual and small group policyholders each time they submit a rate increase request
to the Department and notify them of the option to access the submission and submit comments.

Kansas:  The Kansas Insurance Department conducted public forums in three Kansas counties, providing
information regarding the Department’s rate review process and the components of premium rate increases.

Montana:  The Montana Commissioner of Securities and Insurance contracted with two consumer non-profits
to develop materials to educate consumers and small businesses about rate review and Medical Loss Ratio
requirements and how they could benefit from these programs.  These efforts included door-to-door outreach,
targeted mass mailings and e-mails; in-person, audio and webinar presentations; engaging  small business
leaders to educate the public and small businesses by documenting and sharing personal stories, providing
spokesperson training, holding public events, and placing stories in the news, op-ed pieces, and letters to the
editor.
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Nevada:  The Commissioner of the Nevada Division of Insurance and the Grant Project Director conducted an
annual informational tour of three rural communities in June 2012.  On the tour, they performed outreach
activities to these rural areas and it was so well received that the Division is planning to conduct more
outreach activities in the future, which include scheduling town hall meetings with interested groups and
individuals, and using Public Service Announcements to promote use of the Rate Review website.

New York:  The New York Department of Financial Services discloses rate filings to the public for comment as
part of the prior approval process. The website also contains FAQs, information concerning proposed rate
increases including plain English narrative summaries by insurers, information regarding approved rate
increases by insurers, and comments on rate increases submitted by the public.

Oregon:  The Oregon Department of Consumer and Business Services posts all correspondence between the
Department and insurer actuaries on its website daily. The Department held five public hearings in a three
month period to allow the public to participate and learn about rate review and cost drivers, three of which
were streamed live.  The Department also developed new interactive comparison tools to allow consumers to
compare issuers, and changed its rate filing requirements to aid consumers in determining the impact of a
proposed rate change on their coverage.

Rhode Island:  The Rhode Island Office of the Insurance Commissioner held meetings with the Small
Employer Taskforce to educate and engage the small business community on health care cost drivers.

Washington:  The Washington State Office of the Insurance Commissioner received numerous comments
regarding 15 different filings on its Rate Transparency website. Website traffic consisted of 6,871 page views,
including 4,814 unique page views, with a bounce rate of 55 percent.  The average visitor spent two minutes
on a page.  As of June 30, 2012, the website had 238 subscribers.

West Virginia:  The West Virginia Office of the Insurance Commissioner has a public kiosk area where
consumers can view, print, and save rate filings by burning them onto a CD.

IV. Improving the Rate Review Processes at the State Level: The Rate Review Grants Program

The Rate Review Grants Program is helping states and territories expand the scope, breadth, and quality of their
rate review processes and helping states create ways of explaining health insurance rates that empower
consumers with health insurance premium information that was previously unavailable or non-existent (see Figure
3 for participating states).

At least 21 states have used grant funds to expand the scope of their rate review programs by reviewing products,
business lines, or data that they had not previously reviewed (see Figure 4). For example, Arkansas’
Commissioner used his statutory authority to issue a bulletin expanding the Department’s authority to include prior
approval over rate increases in the small group market, expanded their definition of small group to include small
employers up to 50 employees, and permitted the collection and review of insurance company filings serving small
employers with 25 to 50 employees.  Those employers and employees now receive the protections of rate review.
 Mississippi has also relied on Rate Review Grant funds to expand consumer protections. On June 29, 2011,
Mississippi established prior approval authority in both the small and individual group markets, permitting
Mississippi to deny unjustified rate increases starting September 1, 2011.  Similarly, South Dakota also enacted a
statute that allows the state to deny proposed rate increases.

Moreover, at least forty-one states improved the quality and efficiency of their rate review programs.  For example,
the Michigan Department of Insurance has improved the depth and rigor of their rate review process.  In the past,
Michigan only analyzed the methodology used by issuers in developing their premium prices.  Now, Michigan is
preparing to also directly review rates.

Rate Review Grant funds have provided states with the resources necessary to provide rigorous, data-driven rate
review of premium changes and because of these new protections, more people are receiving protection from
unjustified rate increases.

Figure 3: Map of Rate Review State Grantees
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See a text version of this map.

Figure 4: Rate Review Enhancements by States and Territories Participating in the Rate Review Grants
Program

V. The Next Step: Future Enhancements to State Rate Review Programs

In addition to the already completed rate review enhancements, states continue to use funds to build stronger rate
review programs.

Twenty-three states have been working to expand the scope of their rate review authority and thirty-nine states
continue to work to improve the quality and efficiency of their rate review programs.  In the process of making
improvements, states used grant funds to create job positions for actuarial, legal, and consumer support staff (see
Figure 5).[8]

Figure 5: Number of States and Territories Continuing to use Rate Review Grant Funds for Rate Review
Enhancements

States are also in the process of using grant funds to increase transparency in the future.  Examples include:

Illinois: The Illinois Department of Insurance is developing a web-based “Report Card” to display premium

http://www.cms.gov/law/resources/reports/rate_review_maps.html#states
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information on its website for consumers.

Tennessee: The Tennessee Department of Insurance is collaborating with the University of Tennessee to
produce two videos.  The first is a 30-second public service announcement about where the public can find
information about health insurance rates.  It will air in six markets that cover 97 percent of residents in
Tennessee. The second is a 90-second video providing details about health insurance rates, the rate review
process, and what health insurance plans are available in Tennessee and will be posted on the Department’s
website.

Ultimately, states and territories participating in the Rate Review Grants Program have developed a range of
innovative approaches and solutions to improving rate review that are tailored to each unique local market.  As
they continue to spend Grants funds, their programs will become more effective at ensuring consumers get the
most value for their premium dollar.

Back to top

Posted on: September 11, 2012

[1] HHS receives rate review data from several sources. The Effective Rate Review Program only captures data on
proposed rate increases of 10 percent and over for all states and territories. HHS also receives rate filing
information from states participating in the Rate Review Grants Program, which includes data on all rate filings
reviewed by these participating states and territories.

[2] Based on HHS determinations of Rate Review Justification data resulting in a lower rate increase, rejected rate,
or the requested rate being withdrawn.

[3] The analysis is based on all rate increase requests that have been adjudicated.  The rate increase request
implemented is equal to the request amount for rates that were implemented without modification, is equal to the
modified request for rates that were approved with modification, and is equal to 0% for rates that were rejected. 
For rates that were withdrawn prior to adjudication and were not resubmitted at greater than 10%, the analysis
above assumes that the implemented rate increase is 9.9%.  If the analysis instead assumed an implemented rate
increase of 0% for withdrawn requests that were not resubmitted, the average reduction would increase to 3.2%. 
The analysis is weighted by the number of enrollees in each product.

[4] As described in footnote 7, these estimates assume that rate increase requests that were withdrawn before
adjudication and were not resubmitted were implemented at 9.9%.  If, instead, the analysis assumed that these
products did not increase rates at all, the savings to consumers in the individual market would increase to $122
million, and to $53 million in the small group market.

[5] No affected enrollment or estimated savings indicates the state has made no determinations on rate increase
requests of 10 percent or more. An asterisk indicates that rate increases implemented are equal to the increases
requested. All other numbers indicate approximate savings based on the impact of the modified, rejected or
withdrawn rate on the consumers enrolled in the products affected by the rate change request.

[6] This estimate uses information submitted by 41 states through the Rate Review Grants Program and is based
on the average difference between rates requested and rates approved. The analysis is not weighted by
enrollment, because the enrollment data were not consistently reported. The average difference between
requested and approved rates is multiplied by the estimated average premium collected through the Medical Loss
Ratio annual reports to determine an approximate premium savings for consumers. This estimate includes data
from the reporting states on all rate increases (even those below 10%) in both small group and individual markets
and assumes that the difference will be similar in the states that did not report data.

[7] The analysis utilized data collected from 39 states, territories and the District of Columbia that participate in the
Rate Review Grant program.

[8] Includes both states and territories.
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HHS.gov

Inspector General

USA.gov

Help with file formats & plug-ins

Receive Email Updates

 

http://www.medicare.gov/
http://mymedicare.gov/
http://www.stopmedicarefraud.gov/
http://medicaid.gov/
http://www.insurekidsnow.gov/
http://www.healthcare.gov/
http://www.hhs.gov/open/
http://www.cms.gov/apps/acronyms
http://www.cms.gov/apps/contacts
https://questions.cms.gov/
http://www.cms.gov/apps/glossary/
http://archive-it.org/collections/2744
http://www.cms.gov/About-CMS/Agency-Information/Aboutwebsite/index.html
http://www.cms.gov/About-CMS/Agency-Information/Aboutwebsite/Privacy-Policy.html
http://www.medicare.gov/about-us/plain-writing/plain-writing.html
http://www.cms.gov/center/freedom-of-information-act-center.html
http://www.cms.gov/About-CMS/Agency-Information/Aboutwebsite/NoFearAct.html
http://www.cms.gov/About-CMS/Agency-Information/Aboutwebsite/CMSNondiscriminationNotice.html
http://www.hhs.gov/
http://oig.hhs.gov/
http://www.usa.gov/
http://www.cms.gov/About-CMS/Agency-Information/Aboutwebsite/Help.html
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