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December 16, 2010 ' _ e

Honorable Joseph G. Murphy 9
Commissioner of Insurance '

~ Commonwealth of Massachusetts o
Division of Insurance Q
1000 Washington Street

Boston, Massachusetts 02118 Q
Honorable Commissioner: 00

L/
Pursuant to your instructions an sordance with Massachusetts General Laws, Chapter 152,
. Section 52¢, an examination made of} '
THE WO MPENSATION RATING AND INSPECTION BUREAU OF

MASSACHUSETTS

& : Boston, Massachusetts

home office located at:

Q : 101 Arch Street

Boston, Massachusetts 021 10

The following report thereon is respectfully submitted.



I The Workers” Compensation Rating and Inspection Bureau of Massachusetts

SCOPE OF EXAMINATION

3 The Workers’ Compensation Rating and Inspection Bureau of Massachusetts (hereinafter
— referred to as “WCRIB” or the “Bureau”) was examined as of December 31, 2009 by the
: Massachusetts Division of Insurance. The examination was conducted by the Massachusetts
N Division of Insurance (“Division”) and covers the period from January 1, 2009 through

1 December 31, 2009 including any material transactions and/or events occurring subsequent to
=N the examination date and noted during the course of this examination. \*

A -tailored audit approach was developed to perform the examination of the Bureau usi
guidance and standards of the NAIC Market Regulation Handbook (“Handbook™) Cha
Conducting the Advisory Organization Examination, the market conduct examination s ds

of the Division, the Commonwealth of Massachusetts’ (“Commonwealth”) in ce laws,
regulations and bulletins. The following describes the procedures performed a dings for

the workplan steps thereon.
The basic business areas that were reviewed under this examination wet, e
I.  Advisory Organizations Operations/Management/Governance
i II.  Statistical Plans Q
] IfI. Data Collection and Handling
; IV. Correspondence with Insurers and States g
V. Reports, Report Systems and Other Data@gequ
VI. Ratemaking Functions ‘

VII. Classification and Appeal Handlhoﬁ

| VIIL Form Development o
§ .
; IX. Inspection Services ’\

| 0 HISTORY
General s&
in Massachusetts in 1915 and is a private non-profit unincorporated

ansurers that is licensed by the Massachusetts Division of Insurance as a rating
or workers' compensation insurance in Massachusetts. As a licensed rating
or 101, the Bureau collects policy, claims and financial data from all carriers licensed to
{workers compensation insurance in Massachusetts. The Bureau files rates, classifications
rating plans on behalf of its member insurers. The Bureau acts as the workers' compensation
tatlstlcal agent and Assigned Risk Pool Administrator for the Division, and coverage
verification entity for the Department of Industrial Accidents. The organization also issues

experience modifications and classification rulings for the employers in Massachusetts.

The Bureau administers the Massachusetts Assigned Risk Pool (“Pool”), which is comprised of
all insurers writing workers’ compensation insurance in Massachusetts, The Pool is
administered by the Bureau in accordance with the Plan of Operation as approved by the



— The Workers’ Compensation Rating and Inspection Bureau of Massachusetts

3 Commissioner with accounting, actuarial and financial services provided by the National Council
on Compensation Insurance, Inc. (“NCCI”). The Pool commenced operation on January 1, 1991,
and is responsible for reinsuring all risks assigned to it under Massachusetts law.

Management

The operations of the Bureau are governed by its Constitution. Every insurer authorized by the
Commonwealth of Massachusetts to issue policies affording workers’ compensation insurance
7 and employers’ liability, may become a member of the Bureau. Any insurer so authorized, but\
not a member, may subscribe to the services of the Bureau subject to rules and regulations t
made by the Governing Committee, approved by the Commissioner as reasonable,
December 31, 2009 there were 353 members of the WCRIB. '

All Committees of the Bureau shall consist of members of the Bureau, unle overning
Committee of the Bureau otherwise directs. The Governing Committee sha posed of not
more than twelve (12) members. At each annual meeting, the members o ureau shall elect
: nine (9) members of the Bureau to serve on such committee until ext annual meeting,
, provided, however, that no more than one member from a co oup shall serve on the

Governing Committee at any one time. The term company enever used herein refers

to companies controlling, controlled by, or under commo ith other companies, The

- newly elected members of the Governing Com appomt three (3) non-member
representatives to serve on the Governing Committee t11 the next annual meeting. The three
(3) nonmember representatives shall consist labor representative, one employer

representative, and one agent/producer repres

The Govemmg Committee shall hav of the administration of the Bureau, shall have
supervision and direction over l mmittees, shall have power to appoint or remove all
officers of the Bureau, may ap ch supplementary commitfees as it deems necessary, and
may provide for the stampi rification of all policies, subject to the Bureau’s jurisdiction,

issued by its members an & ribers.

Governing Commi

The Gove rnlttee shall make and adopt a statistical plan and shall make and adopt rates,
class 1 Prating plans and rules relating thereto, and shall have authority to order filings

ther 2 made by the President, or such other person as the Governing Committee may
intYon behalf of the Bureau and its members and subscribers. The members of the

4]
R &emlng Committee on December 31, 2009 were as follows:

AIM Mutual Insurance Co. Magna Carta Companies

* Associated Industries of Massachusetts * Massachusetts AFL / CIO
Chartis Insurance Group * Mass. Association of Insurance Agents
Atlantic Charter Insurance Co. Meadowbrook Insurance Group
Hartford Accident & Indemnity Co. Travelers
Liberty Mutual Insurance Company Zurich American Insurance Companies

* Denotes non member representative



The Workers’ Compensation Rating and Inspection Bureau of Massachusetts

Committees

In addition to the Governing Committee, the Bureau’s Constitution specifies the members of the
Governing Committee shall appoint the members of a Residual Market Committee which is to be
composed of not more than ten members. The Residual Market Committee is appointed at each
annual meeting and such commitiee serves until the next annual meeting. The Residual Market
Committee, unless the Governing Committee otherwise directs, shall monitor and administer The
Massachusetts Workers’ Compensation Assigned Risk Pool.

Governing Committee, The Safety Inspection Committee shall advise the other com

the Bureau on matters within their respective jurisdiction, with respect to the measure of
physical hazards and their effect on classifications, rules, rates and rating plans, hall have
such other powers and duties as may be prescribed elsewhere in the Constityg conferred
upon it by the Governing Committee. ' ‘@

The Safety Inspection Committee is composed of six members which shall be appointed Ii «9\

The Actuarial Committee is to be composed of not more than twelve gbers and is appointed
by the Governing Committee. The Actuarial Committee fo a statistical plan- and
necessary amendments thereto for recommendation to the G Committee, advises and
make recommendations to the other Committees of th n actuarial and statistical
matters, and has such other powers and duties as may, ed elsewhere in the Constitution
or conferred upon it by the Governing Committee\

EXAMIN STANDARDS

The following sections discuss tl&gional areas of the Bureau that were examined by the
Division. The standards were d in accordance with the guidance and standards of the

NAIC Market Regulation ok, Chapter 25 - Conducting the Advisory Organization
Examination . '

Section I — Advis nizations Operations/Management/Governance

Stand‘Q‘he advisory organlzatlon has implemented written policies and procedures to

ticompetitive practices in the insurance marketplace, as re]ated to the advisory
zation’s services and communications to insurers.

WCRIB staff that was published in 2007 and rewritten in 2010. An Anti-Trust Statement is
read at the start of all WCRIB committee meetings. In addition the Bureaw/Producer
Advisory group utilizes their own Antitrust Statement.

o‘ Controls Assessment — The Bureau has a written Anti-Trust Guideline policy for all

Standard 2 - The advisory organization prepares, submits filings as necessary, adheres to
applicable state filing and/or approval requirements and written procedures prior to
distribution of prospective loss costs, policy forms, endorsements, factors, classifications or
rating rule manuals,

3



The Workers” Compensation Rating and Inspection Bureau of Massachusetts

Controls Assessment — The Bureau submits all filings to the Division using the NAIC’s
System for Electronic Rate and Form Filing (“SERFF”) effective January 1, 2009 in
accordance with the Division’s Bulletin 2008 — 19, “Guidelines for the Submission of Fees
Associated with Form, Rate and Rule Materials Filed with the Massachusetts Division of

Insurance,”

Standard 3 - Experience rating factors are developed in a correct and timely manner. \*

of their website. During 2009 95% of experience ratings were sent out prior to th

Controls Assessment — The Bureau posts the experience rating factors on the membe
effective date. é

Standard 4 - The advisory organization performs thorough and meaningfideg gtions and
research when required for individual insured rating classification. E

Controls Assessment — The Bureau is able to obtain a signi amount of reliable

information directly from the insurers and policyholders, ¢ is much information
available about many employers on the Internet; as a rqgliN\gle WCRIB rarely needs to
conduct on-site inspections. When the WCRIB issue ification ruling, the inspection
reports submitted by the insurer, descriptions 1Py the employer, and information
collected from the Internet are utilized W%C ucting the classification review. The

WCRIB maintains a Classification Unit hree individuals who review all workers’
compensation assigned risk applications jved on a daily basis and regularly respond to
classification related corresponden n it is determined that an on-site classification
inspection is necessary in a pab instance, the Classification Unit will perform an

/

inspection.
Standard 5 - The adv@&ganization develops sound, understandable and appropriate

risk classiﬁcatio%
Controls As* t — The Bureau has prepared and maintains the Massachusetts Master
Alphalyet@0 Massification Index (“MACI”), which complements the Massachusetts

Work: pensation and Employers Liability Insurance Manual. The MACI has been
as a reference guide for the application of the appropriate workers compensation
ications to businesses in Massachusetts.

insurance laws and insurance-related case law in order to be responsive to necessary
changes in prospective loss costs, policy forms, endorsements, factors, classifications or

B o‘ Standard 6 - The advisory organization conducts ongoing research and review of state

manuals, as applicable.

Controls Assessment — Qutside WCRIB regulatory counsel monitor state workers’
compensation legislative and regulatory activity to notify the WCRIB of legislative
proposals, regulations and other government activities for the Bureau to evaluate, take
action on, or otherwise be aware of. Additionally, the Bureau’s general counsel regularly
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The Workers” Compensation Rating and Inspection Bureau of Massachusetis

monitors statutes and case law in order to be responsive to necessary changes in rates,
policy forms, endorsements, factor calculations, and classifications or manuals.

Standard 7 - The advisory organization uses objective and established procedures when
administering residual market or pool assessments.

Controls Assessment — WCRIB administers the Massachusetts Workers’ Compensation
Assigned Risk Pool in accordance with the Pool’s Plan of Operation.

Standard 8 - The advisory organization uses objective and established procedures w|°\

administering assigned risks.

Controls Assessment - The Bureau administers the Massachusetts Workers’ ensation
Assigned Risk Pool in accordance with the Plan of Operation. In additi reau has
documented procedures for calculating the assignment quotas for sery d voluntary
direct assignment carriers, procedures for new applications, proceduré existing policies

and procedures for online applications. o
proposed legis

Standard 9 - When performing analysis and impact stbﬁg

advisory organization presents thorough and objectivw

lation, the
ation.

Controls Assessment — Each legislative sesgion, W& Bureau receives copies and summaries
of all filed workers’ compensation leMglation from the Massachusetts Workers’
Compensation Advisory Council which n distributed to the Governing Committee,
reviewed by WCRIB staff, and then d with the Governing Committee to determine
what action, if any, needs to by the Bureau. Outside counsel represents the
Bureau at rate hearings, and® counsel or in-house counsel represents the Bureau at
other regulatory proceedi% re necessary. The Bureau’s General Counsel attends the
Massachusetts Worke@ pensation Advisory Council meetings and participates in
various subcow pointed by the Council to ‘address certain legislative and

regulatory mattegh’

Standggd ¢ advisory organization has an up-to-date, valid internal or external audit
progrk

Assessment — The Bureau is audited annually by an independent certified public
ac®ounting firm. In addition the Massachusetts Workers’ Compensation Assigned Risk
Pool has its own independent audit performed on an annual basis. The Residual Market
staff receives daily Assigned Risk Application Status Timeliness Reports that alert them of
any workers’ compensation coverage applications that have been open for more than two
days. Periodically, signature audits are conducted on a number of Online Assigned Risk
Applications. During these audits, applications are reviewed to ensure that the proper
employer and signatures are being obtained and maintained. WCRIB staff carefully
reviews the Massachusetts ARAP Surcharges that NCCT calculates and publishes on its
Interstate Rating worksheets. The Bureau has developed a series of reports issued through

3
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administrative services,
- information services. Act@i

The Workers’ Compensation Rating and Inspection Bureau of Massachusetts
the operating system of the unit statistical database, Spectrum, to ensure that processes are
flowing timely and accurately.

Standard 11 - The advisory organization has appropriate controls, safeguards and
procedures for protecting the integrity of computer information.

_ Controls Assessment — The Burecau has a comprehensive IT Security Policies and

Procedures manual to cover IT security risks within WCRIB’s operations. The Bureau has
obtained a PLYNT Secure Application Certificate that certifies the Bureau’s web

a wide range of threats.

3

application has adequate measures to guard against remote adversaries and protects ifaio

Standard 12 - The statistical agent has a valid disaster recovery plan. e

Controls Assessment — The Bureau has a Business Continuity Plan to their disaster
recovery preparedness. The Business Continuity Plan plans for th e restoration and
application of all critical applications within the 72 hours. Th ¢au conducted three
critical tests of the Business Continuity Plan in 2009 with a esting results,

entity that contractually assumes a business fu acting on behalf of the advisory

Standard 13 - The advisory organization is adequ niforing the activities of any
Q 5
organization.

inistrator, the WCRIB has contracted with
usetts Workers’ Compensation Assigned Risk
Pool since the Pool was created japl%l. Among the services provided are accounting and
@sewices, collection services, and residual market

taff of the WCRIB participate in the quarterly meetings of
ompensation Assigned Risk Pool Reserving Committee,
I to determine the policy year reserves required for the
Massachusetts Compensation Assigned Risk Pool. The residual market staff of
the WCRIB & s several reports and financial statements from NCCI on a quarterly

basis.‘i la\' ular statements and reports are reviewed in accordance with the Bureau’s
-doc

Controls Assessment — In its role as P
NCCI to perform services for the

the Massachusetts W
which are held

rocedures.

wd 14 - Records are adequate, accessible, consistent and orderly and comply with
s

e record retention requirements,

Controls Assessment — The Bureau issued an updated “Record Retention and Destruction
Policy” to all employees in September 2009. The policy applies to all hard copy records
and electronic documents generated in the course of WCRIB’s operations.

Standard 15 - The advisory organization is appropriately licensed.
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Controls Assessment — The Bureau operates only in Massachusetts and their license was
renewed in accordance with MGL 152 section 52C, with the current license in effect for the
three year period of November 2007 to November 2010.

Standard 16 - The advisory organization has developed and implemented written policies,
E standards and procedures for the management of insurance information.

B compliance with Massachusetts General Law, Chapter 1751. It is WCRIB’s position tha

Controls Assessment — 1t is the understanding of the Bureau that this standard concerns \*
Chapter 1751 is not applicable to its operations because Chapter 1751 relates to life, f

and disability insurance, and not to workers’ compensation insurance.

Section II — Statistical Plans 9

Standard 1 - The statistical agent has filed its statistical plans in acconge with applicable
statutes, rules and regulations,

Controls Assessment — The Bureau only operates in Ma, Qtts and the Massachusetts
: Workers’ Compensation Statistical Plan (“Statistical CWwas originally issued in 1929,
With an amendment in 2005, the Statistica includes three types of data
| reconciliations that the Bureau is now requjred erform annually, Each reconciliation

calls for carrier group data to be compare an approved set of tolerances. Reports are
provided to the Division for those carriey outside of acceptable tolerances,

_ Standard 2 - The statistical plan rewed and updated in accordance with applicable
1 . statutes, rules and regulation '

!\
Controls Assessment &tatiétical Plan is updated in accordance with WCRIB’s

procedures. The al Plan filing is submitted to the Division for approval and
members are of the approval via Circular Letter. The updated copy of the
S

Statistical Pla‘ sted to the Bureau’s website.

Stand he statistical agent verifies that companies submit data in accordance with

!hv riate statistical plan.

_ trols Assessment — The Statistical Plan has provisions for three types of data
B ‘ reconciliations the Bureau is required to perform annually. Each reconciliation calls for

o carrier group data to be compared to an approved set of tolerances. Reports will be
f provided to the Division for those carriers falling outside of tolerance. Any carrier group
with at least a one percent (1%) market share in any of the three calendar years
immediately preceding the latest calendar year, will be required to engage an independent
auditing firm to perform an on-site Agree Upon Procedures Engagement.



The Workers® Compensation Rating and [nspection Bureau of Massachusetts

Section III - Data Collection and Handling

Standard 1 - The statistical agent’s series of edits are sufficient to catch material errors in
data submitted by a company.

Controls Assessment — The WCRIB publishes unit statistical data edits, which include auto
reject edits, accepted with errors edits, policy related edits, and warning error edits. These
arc examples of some of the edits performed on the unit statistical data submitted, \*

Standard 2 - All data that is collected pursuant to the statistical plan is run throu @
editing process.

Controls Assessment — All Unit Statistical Data, must be transmitted electrogs@ally via the
American Cooperative Council on Compensation Technology’s (ACCC ensation
Data Exchange (CDX). ACCCT’s CDX product is a secure internet tion with the
goal of providing the ability to exchange data electronically and is %rily used for the
purpose of sending, receiving and managing electronic transacti e data transmitted
through CDX uses the WCIO standards such as WCPOLS AT, which are found
in the WCIO Workers’ Compensation Data Speciﬁcati‘ ual. WCIO, or Workers’
Compensation Insurance Organizations, is a voluntar, iation of statutorily authorized
or licensed rating, advisory or data service org at collect workers compensation
insurance information in one or more states, Th&@lectronic files transmitted through CDX
using the WCIO standards can be created byggneans of the Bureau Entry and Edit Package
(BEEP) or through a catrier system pro | data, during each step of the transmission
process, is subjected to an extensive g

Standard 3 - Determine that@ases are updated as needed with all accepted company
data.

data the data is n a single database for the compilation of unit statistical data. All
financial ag statistical data is submitted electronically through the Massachusetts

Controls Assess%%n the Bureau accepts and processes a carrier’s unit statistical

Finan eporting ‘Application (MAFDRA). All data is subjected to an extensive
edltm% s prior to submission and acceptance into the financial database. When

i@ data is submitted by a carrier, it is automatically entered into the financial

Standard 4 - Determine that statistical data is reconciled to the State Page Exhibit of
Q o Premiums and Losses, Statutory Page 14, of the NAIC annual statement on an annual basis.

Controls Assessment — The Statistical Plan’s call #4 —Reconciliation Report, compares the
net earned premium and incurred losses reported on the policy year and accident year calls
to the Exhibit of Premium and Losses reported on the statutory Annual Statement page 14.

Standard 5 - Determine that all calculations associated with the database have been
accurately applied.



The Workers” Compensation Rating and Inspection Bureau of Massachusetts

Controls Assessment — The Bureau performs several premium and loss calculations using
the statistical data reported by the carriers and uses those calculated values to edit the
reported data. If there are any edit failures the carriers are notified. The carriers would
notify the Bureau if any of the calculations underlying the edits were incorrect. The
reported statistical data is also utilized to calculate several factors, which WCRIB issues to
its member insurance companies,  WCRIB performs calculations during the issuance of
experience rating modification factors, All Risk Adjustment Program (ARAP) surcharges,
merit rating factors, and Massachusetts Construction Classification Premium Adjustment
Program (MCCPAP) Factors.

Standard 6 - Where applicable, determine that the statistical agent employs ustha
completeness tests as outlined in the NAIC Statistical Handbook of Data@n‘lable to

Insurance Regulators.

Controls Assessment — The completeness tests contained in the NA?’{andbook do not
apply to workers’ compensation insurance however, WCRIB dertake substantial

data quality checking activities and employs the use of severg ompleteness tests,

Insurance carriers are required to submit & cop policy which provides
Massachusetts workers’ compensation insuran to the Bureau. The policies are
written and reported in accordance with the chusetts Workers’ Compensation and
Employers® Liability Insurance. Manual. % receipt of a coverage record creates an
expectation for a unit statistical report. the annual calls described in the Statistical
Plan, has a defined due date. For ¢ 1er for which a policy or unit statistical report
has been received for a give and for all carriers licensed to write workers’
compensation insurance by ion, the Financial Services Department verifies receipt
of-an NAIC Annual State aggregate financial statistical data.

the WCRIB pur, he NAIC Annual Statement data through A.M. Best and compares
that NAIC d the data reported directly to the Bureau. Carriers who have reported
financ«lb AIC but not to the WCRIB are identified through this procedure.

As an addltlonats& ure the completeness of the aggregate ﬁnancml statistical data,

Sect@Correspondence with Insurers and States

<o

Standard 1 - The statistical agent keeps track of companies that fall to meet deadlines.

Controls Assessment — WCRIB keeps track of all Unit Statistical Data Wthh is due
between 18 to 20 months past the end of the month in which the corresponding policy
became effective. WCRIB tracks delinquent and subject to fine unit reports, correction
reports and data that is missing or rejected. All Financial Aggregate Statistical Data is
required to be submitted in accordance with the call dates as specified in the Statistical Plan
located on the Bureau’s website. A request to submit overdue calls will be emailed to
delinquent carriers five business days after the call due date.

10
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I The Workers® Compensation Rating and Inspection Bureau of Massachusetts

Standard 2 - The statistical agent has established procedures for notifying companies (and
regulators, as requested or required) of material errors and for correcting those errors.

Controls Assessment — Member companies submit their Unit Statistical Data to the Bureau
B through Manage USR, a web-based application created by WCRIB. The Manage USR
B provides its member companies with the ability to view and correct Unit Statistical Data.
ERN In addition, WCRIB emails listings of a company’s failed edits out to that company.

- ‘Member companies submit their financial aggregate statistical data through the\
Massachusetts Financial Data Reporting Application (MAFDRA) designed by W
After submitting data into MAFDRA the user runs the data through apphcable
MAFDRA provides the user with a Failed Edit Listing.

Standard 3 - The statlstlcal agent maintains a follow-up procedure wit ies that
have reporting errors or questions. : _
ical data edit failures

Controls Assessment — Subsequent to unit or financial aggregate
\[TCd, and if the insurance

or delinquencies being identified, the insurance company i
company has failed to correct the errors within an acce riod of time, the WCRIB
levies fines against the insurance company as a mean ing up with the company in

accordance with the Statistical Plan’s Data Qualj ve Program.

Standard 4 - Review any additional data X{ity programs maintained by the statistical
agent pertaining to data collected pursu statistical plan.

Controls Assessment — The WC ally performs examinations and reconciliations as
set forth in the Statistical Plan. Findings reports related
ination or a triennial examination that are submitted after

mandated by the Commiss

to either an on-site targeteg

the due date will accr As an added measure of data quality assurance, each year
the Bureau provide ivision with a listing of all timeliness and data quality fines and
all disciplinary &ed during the course of the year. :
Stand. &h each standard premium and loss report to the states, the statistical agent
provi:g ing of companies whose data is included in the compilations and a historical
w ng insurers whose data for the state was excluded, as set forth in Section 2.4 of

C Statistical Handbook of Data Available to Insurance Regulators.
o‘ Conirols Assessment — The Bureau is not specifically required by statute to provide

standard premium and loss reports however, WCRIB does provide the Division with access
to the financial aggregate statistical data on an annual basis. The WCRIB provides the
Division with all carrier groups’ reported data on a monthly basis from June 30 through
November 30.

Section V - Reports, Report Systems and Other Data Requests

Standard 1 - All calculations used to develop the database have been performed accurately.

11



The Workers’ Compensation Rating and Inspection Bureau of Massachusetts

Controls Assessment. — The database the Bureau utilizes to make reports to the
Commissioner is called Schedule Z, which is a snapshot of the Unit Statistical Database
1 and is the primary dataset used in the rate filing for classification ratemaking and trending.
5 A Schedule Z Summary Report is generated from the Schedule Z database that displays
payroll, premium, loss, and claim count data by injury kind for a specific classification or
by industry group for all policies either including or excluding large deductible experience.
The Bureau calculates the manual and standard premium totals for each policy from the \*

individual classification and exposure records reported on the policy’s unit statistical
reports. In addition, for editing purposes, the Bureau calculates the total incurred loss to

and claim count for each policy from the individual claim records on the polical
statistical reports. No calculations are performed on the financial aggregate datal h
month, from June 30 through November 30, the WCRIB sends data to the Divj directly
from the financial aggregate statistical database (MAFDRA) for each of tﬁpeciﬁed

in the Statistical Plan. : \
Standard 2 - The statistical agent has accurately extracted the app ie information from
the statistical database. ‘

: Controls Assessment — To ensure that the Bureau ha&el extracted the appropriate
information from the Unit Statistical Databas ng the Schedule Z dataset, the
following comparisons are made:

» Several samples of data extracted fro
the original data in the unit statistica
» Exposure, premium and loss
from the unit statistical d
reasonableness testing, ¥,
« As mandated in the&&tical Plan, premium and loss data by carrier group and
policy year, as e@ from the unit statistical database, are compared to the
aggregate finangd reported on policy year calls.

e unit statistical database are compared to
se.

classification and policy year, as extracted
are compared to prior extracts as a means of

Standard 3 - &a ta extracted from the statistical database has been accurately reviewed
with n(o 1 data obtained directly from a company in preparing a response to a data
reques

w Assessment — The unit statistical data and financial aggregate statistical data
coMected in accordance with the Statistical Plan are the only data obtained directly from the

‘ insurance companies, The WCRIB reviews and reconciles the unit statistical data and the
Qo financial aggregate statistical data as described in the standards within Sections III and TV

of this report.
Standard 4 - Data collected, in addition to the data collected under the statistical plan, was

adequately reviewed for quality and compiled according to applicable statutes, rules and
regulations.

12



The Workers’ Compensation Rating and Inspection Bureau of Massachusetts

Controls Assessment — The unit statistical data and financial aggregate statistical data
collected in accordance with the Statistical Plan are the only data obtained directly from the
insurance companies, The WCRIB reviews for quality and compiles the unit statistical
data and the financial aggregate statistical data as described in the standards within
Sections III and IV of this report. '

Section VI - Ratemaking Functions

‘Standard 1 - The advisory organization submits filings and/or submissions to the state witE:'i «0\ !

established time frame.

Controls Assessment — One of the major functions of the Bureau is the prep
procurement of the Workers' Compensation rates for Massachuseits insurers.
the rate filing process is governed by MGIL Ch, 152 Section 53A, which
any insurance company authorized to transact business if it is a membe

rating organization, authorize such rating organization to file with Commissioner on its

behalf, its classification of risks and premiums relating ther subsequent proposed
classifications of premiums. Such classifications of risks andglr ms shall be filed at least
every two years and on any additional date that the Commy ay designate, Within sixty
days after any filing the Commissioner shall co aring . to determine whether the

classifications and rates are not excessive, inadeguate NG unfairly discriminatory for the risks to
which they respectively apply and that they fall Wthin a range of reasonableness. The Bureau
did not make any rate filings in 2009, but filin made timely in 2008 and 2010.

Section VII - Classification an
Standard 1 - The advisoryﬁ
classification appeal in c

manuals and procedu&

Controls A eé— Massachusetts General Law, Chapter 152, section 52D provides for
appeals o& s aggrieved by the application of the WCRIB’s rating system. The
Mass c% otice to Policyholders’ Endorsement, is mandatorily attached to all voluntary
and% risk policies on which Massachusetis is listed in item 3A of the policy’s
Ipform#lon Page. The Policyholders’ Endorsement contains a provision instructing the
icyholder to submit a written request for a review of the method by which the policyholders’
assification, rates, premiums or audit results were determined. If the Bureau fails to grant or
rejects a policyholders’ request within thirty days after it is made or if the policyhelder is not
satisfied with the results of the Bureau’s review, the policyholder may appeal to the
Commissioner of Insurance. The Bureau has an Appeals Subcommittee, consisting of six carrier
representatives, one employer representative, and one producer representative. There were no
requests for appeals in 2009, therefore the Appeals Subcommittee did not meet.

ation takes adequate steps to finalize and dispose of the
¢ with applicable statutes, rules and regulations, and written

13
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Section VIII - Form Development

Standard 1 - The advisory organization has processes in place to identify and provide subscribers
B with necessary changes (by virtue of changes in state laws or case law) to adv1sory forms, rules
or loss costs.

Controls Assessment — The NCCI notifies the WCRIB of all form filings made at a national
level. If the national forms are applicable in Massachusetts or if the outside WCRIB regulatory

3 counsel or inside WCRIB’s counsel determines that a change in state law or case law has\

; necessitated change to advisory forms, rules or rates, then a filing is prepared and circuyla

internally. After the internal review, the filing is made with the Commissioner.

] Commissioner approves the filing, the final version of the Circular Letter, Special Bu or
Notice to Pool Carriers is then posted to the WCRIB’s website. To notify all WC embers
and Subscribers of the website posting of a new Circular Letter, Special Bullyig otice to

Pool Carriers, an email is sent to all parties on the WCRIB’s email distribysi t. The email

distribution lists for each type of notice are maintained by WCRIB adminiéve staff. Circular

| Letters and Special Bulletins are sent to the same distribution list, 18 comprised of all

E - WCRIB members and subscribers, all Pool members, the State ureau of the Division,
the Department of Industrial Accidents, the members of the g ng Committee, and upon

their request insurance agencies and other states’ rating or, ons, Notices to Pool Carriers

! are sent to all Servicing Carriers and Voluntary Di nment Carriers as well as to the
State Rating Bureau of the Division. -

Standard 2 - The advisory organization ha assurance processes in place to review
submissions of forms, rates, loss costs or bmissions prior to filing or submitting to the
applicable state.

Controls Assessment — All sectu& he Bureau’s rate filings are reviewed by multiple actuarial
stalf, including at least one actuary (either an Associate or Fellow). The Bureau also
engages a consulting fir orm a technical review of the spreadsheets underlying the rate
filing, Specific to the&lon of the profit provision in the rate filing, the WCRIB engages an
economist to revie odel and the resulting estimated profit provision.

Qules are often developed through the WCRIB’s subcommittees, consisting of
anies, producer and employer representatives, and WCRIB staff. Additionally,
staff frequently meets with representatives from the State Rating Bureau of the
@isio®while in the development stages of forms, rules and programs fo incorporate the SRB’s
estions early in the process. Prior to filing any form, manual rule, or other submission for

proval with the Commissioner, the proposed filing is circulated internally for comment to all
1 vice presidents and managers of the Bureau. After the filing is made through SERFF, the State
] Rating Bureau of the DIVISIOI’] also has the opportunity to extensively review and comment on all
' filings.
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Q &:swn of Insurance

The Workers® Compensation Rating and Inspection Bureau of Massachusetts

Section IX - Inspection Services

Standard 1 - The advisory organization conducts inspection services in accordance with
applicable statutes, rules and regulations, and written procedures.

Controls Assessment — There are no specific statutes, rules or regulations, issued by either the
Division or the Department of Industrial Accidents, that concern the manner in which the

WCRIB conducts its inspection services.. MGL, Chapter 152, section 65J, is applicable only to
inspections conducted by assigned risk insurers. When the inspectors of the Bureau’ s\

Classification Unit conduct on-site classification inspections, they are responsible for adherj
standards in accordance with the Massachusetts Workers’ Compensation and Eré

Liability Insurance Manual.
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