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CIRCULAR LETTER NO. 1851

To All Members and Subscribers of the Bureau:

DATA QUALITY INCENTIVE PROGRAMS
___________________________________________

The Commissioner of Insurance recently approved data quality incentive
programs to encourage the accurate and timely reporting of unit statistical data and
aggregate financial data.

Attached for your review is a copy of the Decision approving the data quality
incentive programs.  It is important to note that the Decision changes the WCRB’s
proposed data quality incentive programs in three significant areas.

1. The Decision includes an order that, effective June 30, 2000, the
Massachusetts Workers Compensation Financial Data Call Package shall
become a component of the Statistical Plan.

2. The Decision states that the incentive program for the unit statistical data
shall apply to reports on policies with an effective date of January 1,
2000, or later, and to all reports required to be submitted to the WCRB on
or after September 1, 2001, regardless of policy effective date.

3. The Decision states that the data quality incentive program for unit
statistical data (program) shall apply only to insurers licensed to write
workers’ compensation insurance in Massachusetts.  The program will not
apply to Self-Insurance Groups (“SIGs”).
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Attached for your information and use are:

• Section XII, which contains the incentive program of the unit statistical data and
should be added to the Massachusetts Workers’ Compensation Statistical Plan;
and

• Massachusetts Workers’ Compensation Data Quality Incentive Program For
Aggregate Financial Data.  In accordance with the Decision, we plan to make a
filing to formally incorporate the Financial Data Call Package as a component of
the Statistical Plan.  After that filing is approved, we will distribute a revised
Statistical Plan.

If you have any questions, please contact the undersigned at ext. 567 or
Christopher Yergeau at ext. 575 with any questions or comments.

SHEILA ANNIS
Vice-President of Data Operations

SA/sf/98
Attachments

































Checklist of Changes to The Massachusetts Workers Compensation Unit Statistical Plan

Section Page(s) Reason for Update
Section XII Pages 1-9 Adds the Data Quality Incentive Program to the Statistical

Plan, Section XII.
Table of
Contents

Page viii Adds Section XII – Data Quality Incentive Program

Table of
Contents

Pages i-vii Repagination

Index Page 1 Added Appeal of Penalties Levied Under the Data Quality
Incentive Program

Index Page2 Added Expected Unit Report
Index Page 3 Added Final Report for Units Without Corresponding Policies

Added First Overdue Unit Fine Report
Added Follow-up Fine Reports

Index Page 5 Added Overdue Unit Report
Added Preliminary Error Fine Report
Added Preliminary Report for Units Without Corresponding
Policies

Index Page 6 Added Subsequent Monthly Unit Error Fine Report
Index Page 7 Added Unit Error Reports

Added Units Without Corresponding Policies Report

Data Quality Incentive Program for Aggregate Financial Data

Page(s) Reason for Update
Pages 1-8 Data Quality Incentive Program for Aggregate Financial Data
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A. Introduction

The Data Quality Incentive Program was developed in response to an order of the
Commissioner of Insurance to ensure that the unit statistical data is reported promptly and
accurately as required by this Plan.  A committee of Bureau staff and several carrier
representatives worked to modify other jurisdictions’ existing plans to suit the needs of
Massachusetts.

The reports and tools described in this section will be available in electronic format after the
implementation of the Data Quality Incentive Program.

B. Timeliness of Unit Statistical Data

The promptness of unit statistical reporting is based on the policy effective date, so the
reporting and penalty determination will also be based on the number of months past the
effective and due dates of the units.

1. Expected Unit Report

During the 14th month from the effective date of the policy, the Bureau will distribute
reports of the policies on our files to notify the carriers of the policy information, where
unit statistical reports are expected within the next 6 months. Carriers can minimize
the risk of fines by reviewing the Expected Unit Report to see that the policy number,
effective date and carrier codes are accurate as well as submitting to the Bureau any
policy, or coverage transactions that are absent from the report.

Although, there will be no obligation for carriers to respond to the Expected Unit
Report, the Expected Unit Report can be treated as a turn around document.  A turn
around document in either paper or electronic media is a report the Bureau makes
available to the carriers and where the carriers can respond on the document with
appropriate codes and information.  The response will be recorded in the Bureau’s
files.  The appropriate response and corrective action may prevent an overdue unit
report and fines.  However, coverage verification issues can only be corrected with the
appropriate coverage transactions.

The response codes are as follows:

Response Code Description Corrective Action

DEE Bureau data entry error on
policy information

Attach copy of policy or
endorsement showing correct
data

PFC Policy flat canceled Attach copy of   cancellation
notice

PNT Policy not taken Attach copy of cancellation or
non renewal notice
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Bureau will notify the carrier if the corrective action did not resolve the overdue unit
report issue.

Report Distribution Example:  A policy effective any day during January, 2000 will
appear on the Expected Unit Report distributed in March, 2001.

2. Overdue Unit Report

During the 21st month from the policy effective date the Bureau will distribute the
Overdue Unit Report.  Carriers must respond to the Overdue Unit Report within 30
calendar days or be subject to fines.  It is possible for policies to have missed the
Overdue Unit Report distributed in the 21st month and to therefore appear on an
Overdue Unit Report within any given month more than 21 months after the policy
effective date.  For example if the policy is received during the 25th month after the
policy effective date the policy would appear on a later Overdue Unit Report.  Also if
corrections remove a unit report from our files the policy might appear on a later
Overdue Unit Report.

The Overdue Unit Report can also be treated as a turn around document.  The
appropriate response and corrective action may resolve the overdue unit report
situation and prevent fines.  However, coverage verification issues can only be
corrected with the appropriate coverage transactions.

The response codes are as follows:

Response Code Description Corrective Action

UPS Unit report previously sent Attach copy of unit report
DEE Bureau data entry error on

policy information
Attach copy of policy or
endorsement showing correct
data

PFC Policy flat canceled Attach copy of cancellation
notice

PNT Policy not taken Attach copy of cancellation or
non renewal notice

OTH Another situation not
accounted for above

Attach brief explanation of
the circumstances

Bureau will notify the carrier if the corrective action will not resolve the overdue unit
report issue.

It is possible for items to appear for the first time on the Overdue Unit Report without
appearing on the Expected Unit Report.  Policies received after the 14th month will be
on the Overdue Unit Report but not the Expected Unit Report.  If between the 18th and
21st months either the unit report was removed (offset) or the unit report’s link data
was changed, the policy may appear for the first time on the Overdue Unit Report.  The
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unit report link data is policy id number, policy effective date, carrier code, and
exposure state.

Report Distribution Example:  A policy effective any day during January, 2000 without
corresponding statistical data will appear on the Overdue Unit Report distributed in
October, 2001.

3. First Overdue Unit Fine Report

Thirty (30) calendar days after the distribution of the Overdue Unit Report, a First
Overdue Unit Fine Report will be distributed and unit reports still overdue will be
subject to a fine based on the risks rating status.  Rated risks will be fined $100, and
non-rated risks will be fined $50.  A rated risk, is a risk that has had any type of rating
at any time within the three years prior to the policy effective date of the missing unit
report.  A rating could be intrastate merit or experience rated as well as interstate
rated.

All policies on the First Overdue Unit Fine Report must have been on an Overdue Unit
Report.

The First Overdue Unit Fine Report can also be used as a turn around document to
prevent additional fines.  The appropriate response and corrective action may resolve
the overdue unit report situation and prevent fines.  However, coverage verification
issues can only be corrected with the appropriate coverage transactions.  Also note that
corrective action following distribution of the First Overdue Unit Fine Report may
prevent additional penalties but will not eliminate this first penalty charge.

Response codes are as follows:

Response Code Description Corrective Action

UPS Unit report previously sent Attach copy of unit report
DEE Bureau data entry error on

policy information
Attach copy of policy or
endorsement showing correct
data

PFC Policy flat canceled Attach copy of cancellation
notice

PNT Policy not taken Attach copy of cancellation or
non renewal notice

OTH Another situation not
accounted for above

Attach brief explanation of
the circumstances

If corrective action was taken based on a prior fine report and the carrier was not
notified of a problem with the correction, please contact the Bureau in accordance with
the appeals process outlined in Section E.
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Report Distribution Example:  A policy effective any day during January, 2000 without
corresponding statistical data will appear on the Overdue Unit Report distributed in
October, 2001, and if the unit report or corrective action is not received in 30 days the
policy will appear on the First Overdue Unit Fine Report distributed in November,
2001.

4. Follow-up Fine Reports

Policies that appear on the First Overdue Unit Fine Report that are not resolved within
30 calendar days of the distribution of the First Overdue Unit Fine Report will be fined
each month until the unit report is submitted or the issue is resolved. Rated risks will be
fined $100 per month, and non-rated risks will be fined $50 per month.  A rated risk, is
a risk that has had any type of rating at any time within the three years prior to the
policy effective date of the missing unit report.  A rating could be intrastate merit or
experience rated as well as interstate rated.

All policies on a Follow-up Fine Report must have appeared on the First Overdue Unit
Fine Report.

If a policy appears on a Follow-up Fine Report even though corrective action was
taken based on a prior fine report, and the carrier was not notified of a problem with
the correction, please contact the Bureau in accordance with the appeals process
outlined in Section E.

Payment of the additional monthly fines does not relieve the carrier of the obligation to
report the statistical data.  If data is needed for either an experience rating or for rate
making, Bureau staff will continue to pursue the data.

Report Distribution Example:  A policy effective any day during January, 2000 without
corresponding statistical data, will appear on the Overdue Unit Report distributed in
October, 2001, and the First Overdue Unit Fine Report which is distributed in
November, 2001 and continue to appear monthly on the Follow-up Fine Reports until
the unit report or corrective action is received.

C. Timeliness of Coverage Data

1. Units without Corresponding Policies Report

Reports of unit statistical data without previously submitted policy data will be
distributed to the carriers on a regular basis.  These reports will provide carriers the
opportunity to provide the missing policy and coverage information.

Fines are not implemented at this time.  Charges will be levied if the reporting of
coverage does not improve with the distribution reports described in this section.
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The Units without Corresponding Policies Report can be treated as a turn around
document.  The appropriate response and corrective action will resolve missing data in
the statistical database.  However, coverage verification issues can only be corrected
with the appropriate coverage transactions.

The response codes are as follows:

Response Code Description Corrective Action

PRS Policy previously submitted Attach copy of Policy
DEE Bureau data entry error on

unit report information
Attach copy of unit report

EXP The unit report is a segment
of an extended or 3 year
policy

Note policy #, effective date,
and policy period effective
date on the fine report

MAE Endorsement or audit adding
Massachusetts  after policy
effective date

Attach copy of endorsement
or audit along with original
policy declarations page

OTH Another situation not
accounted for above

Attach brief explanation of
the circumstances

Bureau will notify the carrier if the corrective action did not resolve the issue.

2. Preliminary Report for Units without Corresponding Policies

Items on the Units without Corresponding Policies Report that remain unresolved for
more than 60 days will appear on the Preliminary Report for Units without
Corresponding Policies.  All carriers will receive a Preliminary Report for Units
without Corresponding Policies to advise the carriers of the reporting situation.

The Preliminary Report for Units without Corresponding Policies can also be treated
as a turn around document.  The appropriate response and corrective action will
resolve the missing data in the statistical database.  However, coverage verification
issues can only be corrected with the appropriate coverage transactions.
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The response codes are as follows:

Response Code Description Corrective Action

PRS Policy previously submitted Attach copy of Policy
DEE Bureau data entry error on

unit report information
Attach copy of unit report

EXP The unit is a segment of an
extended or 3 year policy

Note policy #, effective date,
and policy period effective
date on the fine report

MAE Endorsement or audit adding
Massachusetts after policy
effective date

Attach copy of endorsement
or audit along with original
policy declarations page

OTH Another situation not
accounted for above

Attach brief explanation of
the circumstances

Bureau will notify the carrier if the corrective action did not resolve the issue.

3. Final Report for Units without Corresponding Policies

A Final Report for Units without Corresponding Policies will be issued which lists the
unit reports that remain unmatched to a corresponding policy 60 days after the
distribution of the Preliminary Report for Units without Corresponding Policies.

All unit reports on the Final Report for Units without Corresponding Policies must
have been on the Preliminary Reports for Units without Corresponding Policies.

D. Accuracy of Unit Statistical Data

1. Unit Error Reports

a. Error reports, unit report criticisms, and correction requests will be distributed
at least monthly to the reporting carriers.  The following listed errors impact
either the experience rating or the rate making process and are subject to a
fine:

i. An invalid Exposure or Loss Class Code

ii. An invalid Policy Number such as all or imbedded blanks, or special
characters within the policy number

iii. An Accident Date which is outside of the Policy Term

iv. Either an invalid Plan Type or a Plan Type which is inconsistent with
policy information
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v. A unit report term (policy effective to unit report expiration) which is
longer than 1 year and 16 days

vi. An invalid Injury Kind

vii. Indemnity incurred loss amounts on fatal or permanent total claims
that do not reflect the appropriate benefit calculation.

It should be noted that several data elements from the Individual Case
Report of the claim are needed to complete this edit. Average Weekly
Wage, Beneficiary Codes, Pension Indemnity Paid to Valuation date
and Present value Future Indemnity Payment are examples of data
required from the ICR.

Refer to Section VIII for ICR reporting definitions and instructions.
Refer to Section IX for the appropriate pension table.

b. The error report can be treated as a turn around document with response codes
written next to the applicable unit reports.  The response codes are as follows:

Response Code Description Corrective Action

CPS Correction previously
submitted

Attach copy of correction

DEE Bureau data entry error on
unit report information

Attach copy of the unit report

BED The Bureau edit is incorrect Attach a brief explanation of
why the edit is incorrect

CAT Correction attached Attach hardcopy correction
report

CED Correction will be sent
electronically

Place correction in next
electronic submission. Note
date of submission and
applicable tape or submission
numbers

OTH Another situation not
accounted for above

Attach brief explanation of
the circumstances

Bureau will notify the carrier if the corrective action did not resolve the issue.

2. Preliminary Error Fine Report

Unit report errors that remain unresolved for more than 30 days will appear on the
Preliminary Error Fine Report.  The Preliminary Error Fine Report is the last
opportunity for a carrier to correct finable errors prior to the penalty.
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The Preliminary Error Fine Report can also be treated as a turn around document
with response codes written next to the applicable unit reports.

The response codes are as follows:

Response Code Description Corrective Action

CPS Correction previously
submitted

Attach copy of correction

DEE Bureau data entry error on
unit report information

Attach copy of the unit report

BED The Bureau edit is incorrect Attach a brief explanation of
why the edit is incorrect

CAT Correction attached Attach hardcopy correction
report

CED Correction will be sent
electronically

Place correction in next
electronic submission.  Note
date of submission and
applicable tape or submission
numbers

OTH Another situation not
accounted for above

Attach brief explanation of
the circumstances

All unit reports on the Preliminary Error Fine Report must have previously appeared
on the Unit Error Reports.

Report Distribution Example: all unit reports processed into the Bureau’s files in July,
2001 appear on the suitable error reports and unit report criticism letters by August 7,
2001.  Uncorrected unit errors will appear on the Preliminary Error Fine Report
between October 7, 2001 and October 14, 2001.

3. Subsequent Monthly Unit Error -Fine Report

Unit reports with the identified errors which remain uncorrected 30 days after the
distribution of the Preliminary Error Fine Report will appear on the Subsequent
Monthly Unit Error Fine Report until the error is corrected.  These uncorrected unit
report errors will be subject to a monthly fine of $50 for non-rated risks and $100 for
rated risks.  A rated risk, is a risk that has had any type of rating at any time within the
three years prior to the policy effective date of the missing unit report.  A rating could
be intrastate merit or experience rated as well as interstate rated.

All unit reports on the fine list must have been on the Preliminary Error Fine Report.

The Unit Error Fine Report can be used as a turn around document to correct errors,
but corrective action following distribution of each Subsequent Monthly Unit Error
Fine Report will not prevent the penalty charge.
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If a unit report appears on Subsequent Monthly Unit Error Fine Report even though
corrective action was taken and the carrier was not notified of a problem with the
correction, please contact the Bureau in accordance with the appeals process outlined
in Section E.

Payment of an error fine does not relieve the carrier of the obligation to correct the
statistical data.  If data is needed for either an experience rating or for rate making,
Bureau staff will continue to pursue the necessary correction.

Report Distribution Example: all unit reports processed into the Bureau’s files in July,
2001 appear on the suitable error reports and unit report criticism letters by August 7,
2001.  Uncorrected unit report errors appear on the Preliminary Error Fine Report
between October 7, 2001 and October 14, 2001.  Errors that remain uncorrected 30
calendar days after distribution of the Unit Error Fine Report and are subject to
additional penalties and will appear on Subsequent Monthly Unit Error Fine Reports
until the error is corrected.

E. Appeal of Penalties Levied under the Data Quality Incentive Program

If an item appears on a fine report, which in the opinion of the carrier should not be subject to
a fine, the carrier should contact the Data Quality Services Department to the attention of the
unit appeal process.

Copies of all pertinent written communication and a brief explanation of the circumstances
should be provided in a written request to waive the fine.

Examples of situations where fines may be waived are as follows:

1. The carrier corrected the situation prior to distribution of the fine report.

2. The Bureau has made an error in assigning the fine to the carrier.

3. The carrier was not provided proper notification that a penalty situation was pending.

4. The carrier cannot provide or correct statistical data due to circumstances beyond their
control such as fire or natural disaster.

If the carrier is not satisfied with the results of the appeal to the Bureau, then the carrier can
make a written request to put the appeal before the Bureau’s Governing Committee Appeals
Subcommittee.  Bureau staff will schedule a review at the next meeting of Appeals
Subcommittee.
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A. Introduction

Over the past several years there has been a significant decrease in the promptness and
accuracy of the data reported under the annual call for experience.  The result is that the
availability of the compiled data is delayed or the final data contains errors or omissions,
which must be acknowledged and explained in the rate filing.

The Data Quality Incentive Program is a means to encourage the prompt and accurate
reporting of the year end data.  The fines levied under the program will also direct a portion of
the data correction costs to the carriers with reporting difficulties.

The Data Quality Incentive Program will be reviewed and may be revised in the future as
circumstances warrant.  Edits will be added and revised as areas of improvement are identified.
The penalty amounts will be adjusted as reporting options are improved and as incentives are
needed.

The Massachusetts Workers Compensation Financial Data Call Package (Annual Call)
contains the data call forms, definitions of the data elements, and reporting instructions
referred to in this program.

B. Calendar Year Bureau Standard Earned Premium

The Calendar Year Bureau Standard Earned Premium used in the program cap and
disciplinary fine is based on the prior calendar year data calls.  For example the program caps
and disciplinary fines levied on the data valued 12/2000 is based on the Bureau Standard
Earned Premium reported on the data calls valued 12/1999.  The Calendar Year Bureau
Standard Earned Premium is the sum of the Calendar Year Total (line Z) Bureau Standard
Premium( first data column) from the Policy Year, Large Deductible by Policy Year and “F”
Class calls.  The sum of these amounts is also recorded on page 2 line 4 of the Massachusetts
Reconciliation report.  Refer to the Policy Year Call (call #3) the “F” Class Call (call #14), and
the Reconciliation Report (call #15) in the Annual Call.

C. Program Penalty Cap

The penalty on each data call is limited to the lesser of $5000 or .001 (.1%) of the reporting
carrier or group’s Bureau Standard Earned Premium.  The total fine for all calls is limited to
the smaller of $ 40,000 or .005 (.5%) of the Calendar Year Bureau Standard Earned Premium.
The penalty cap applies to the sum of the timeliness and accuracy fines but does not apply to
the disciplinary fine.

D. Timeliness of Aggregate Financial Data

1. The Policy Year Call, the Accident Year Call, the Expense Call, the Direct Written
Premium for Voluntary Direct Assigned Risk Experience, the Large Deductible
Written Experience, the Assigned Risk United States Longshore and Harbor Workers
Act Data, and the Assigned Risk Large Claim Call are identified as the most important
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of the annual data calls.  These essential calls are subject to a fine of $100 per day
when more than 10 business days overdue.  Refer to the Policy Year Call (call #3),
Accident Year Call (call #10), Calendar Expense Data (call #16), Direct Written
Premium for Voluntary Assigned Risk Experience (call #1), Large Deductible Written
Experience (call #6), Assigned Risk United States Longshore and Harbor Workers Act
(call #9), and Assigned Risk Large Claim Call (call #8).

2. The remaining 13 data calls in this call package are subject to a fine of $25 per day
when more than 10 business days overdue.

3. Carriers will be notified of overdue submissions when the data is five, ten, and twenty
business days overdue and again when the data is thirty business days overdue.

E. Accuracy of the Aggregate Financial Data

1. Each occurrence of the following basic errors on each data call is subject to a $100
fine.  Refer to the Annual Call, Section V for data element definitions.

a. Negative Totals

Negative amounts reported in policy year premium values, policy or accident
year paid loss values, or policy or accident year case reserves. The edit applies
to each of the fields on the policy and accident year calls that require aggregate
totals.  For example, since years prior to 1989 are optional on the residual
market calls, policy year and accident year 1985 on the residual market data
calls would not be subject to the “Negative Total” edit.

Calendar year values are not subject to this edit.

Premium credits, bulk reserves, and incurred but not reported are not subject
to this edit.

b. Losses without Corresponding Premium

Paid loss or case reserves reported in any accident or policy year without a
corresponding policy year premium.

Example a:  Policy Year 1995 Indemnity Paid loss of $5,233 reported with
Policy Year 1995 Standard Premium at Company Level reported as $0 is an
error.

Example b:  Accident Year 1995 Indemnity Paid loss of $2,344 reported with
both Policy Years 1994 and 1995 Standard Premium at Company Level
reported as $0 is an error.
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c. Incurred Loss Total Does Not Balance

An accident or policy year Total Incurred Loss that is not equal to the sum of
the loss components.  Total Incurred Losses not equal to Indemnity Paid +
Indemnity Case + Indemnity Bulk + Indemnity Incurred But Not Reported +
Medical Paid + Medical Case + Medical Bulk + Medical Incurred But Not
Reported is an error.

d. Column Total Does Not Balance

For any column that requires full aggregate reporting Line X total (aggregate
to 12/31 of the year for which the call is being prepared) is not equal to the sum
of Lines A through W.

e. Indemnity Loss Amount and Claim Count Conflict

Zero Indemnity Claim Count with non-zero indemnity paid or case reserves is
an error.  Also zero indemnity paid, and zero indemnity case with non-zero
Indemnity Claim Count is an error.

Example a:  1997 Policy Year Indemnity Claim Count of 0 reported with either
a non-zero 1997 Policy Year Indemnity Paid or a non-zero 1997 Policy Year
Indemnity Case is an error.

Example b:  1995 Accident Year Indemnity Claim Count of 156 reported with
zeros in both 1995 Accident Year Indemnity Paid and Indemnity Case is an
error.

2. The data calls are edited to ensure consistency between the calls, reasonableness in the
change between valuations and consistency of related data contained in the calls.
These edits are generally termed “actuarial edits”. Edit failures do not necessarily
indicate incorrect data.  If values fall outside of the expected parameters, further
investigation is needed to verify the accuracy of the data, and to provide an explanation
of why the data falls outside of the norm.

Since the Policy Year Data and Accident Year Data are extremely important to the
Data Quality Incentive Program, failure to respond to the Bureau’s notification of an
actuarial edit failure within 20 business days will result in a daily fine of $100 until an
adequate response is submitted.

An adequate response is a correction to the data that eliminates the actuarial edit
failure or a written explanation of the situation.  The explanation must describe the
circumstances that caused the anomaly and satisfy the Bureau’s actuarial staff of the
accuracy of the reported data.  Explanations that simply identify the source of the error
will not prevent the fine.  Verification of the accuracy of the reported data without
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sufficient written detail to allow for the Bureau’s evaluation will not prevent the fine.
Refer to the Annual Call, Section V for data element definitions.

The actuarial edits pertinent to the Data Quality Incentive Program are as follows:

a. Compare Standard & Net Premium

i. Standard Premium at Bureau & Company levels should not equal the
Net Premium.

ii. The ratio of the Standard Premium at Company Level to Net Premium
should fall between 2.00 and .500.

iii. The ratio of the Standard Premium at Bureau Level to Net Premium
should fall between 2.00 and .500.

b. Development of Premium – Policy Year Call

The ratio of the premium on the Current Policy Year Call for a specific policy
year to the premium on the Prior Policy Year Call for the same policy year
should fall within the listed ranges, if the change exceeds $200,000.  This edit
applies to Standard Earned Premium at Company Level, Standard Earned
Premium at Bureau Level and Net Earned Premium.

Report Level on Current
Calendar Year  Data
Call**

Lowest Usual
Change Factor

Highest Usual
Change Factor

5th & Prior Reports .93 1.07
3rd & 4th .80 1.25
2nd .75 1.33
1st 1.00 4.00
** On 1999 Calendar Year Calls 98 effective is 1st report, 97 is 2nd, 96 is 3rd, 95 is
4th and 94 - 78 is 5th & prior.

c. Development of Paid Plus Case - Policy Year Call

The ratio of the Paid + Case losses on the Current Policy Year Call for a
specific policy year to the Paid + Case losses on the Prior Policy Year Call to
the same policy year should fall within the listed ranges, if the change exceeds
$ 200,000.  This edit applies to Paid +Case Indemnity, Medical, Gross
Indemnity, Gross Medical, Net Indemnity, and Net Medical.
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Report Level on Current
Calendar Year  Data
Call**

Lowest Usual
Change Factor

Highest Usual
Change Factor

6th & Prior Reports .80 1.25
3rd 4th &  5th    .80 1.40
2nd .75 1.70
1st 1.00 5.00
** On 1999 calendar Year Calls 98 effective is 1st report, 97 is 2nd, 96 is 3rd, 95 is
4th, 94 is 5th and 93 - 78 is 6th & prior.

d. Claim Count Development – Policy Year Call

The ratio of the Incurred Indemnity Claim Counts on the Current Policy Year
Call for a specific policy year to the Incurred Indemnity Claim Counts on the
Prior Policy Year Call to the same policy year should fall within the listed
ranges, if the compared claim counts exceeds 20.

Report Level on Current
Calendar Year  Data
Call**

Lowest Usual
Change Factor

Highest Usual
Change Factor

6th & Prior Reports .99 1.01
4th & 5th .98 1.05
3rd .94 1.20
2nd .90 1.30
** On 1999 calendar Year Calls 98 effective is 1st report, 97 is 2nd, 96 is 3rd, 95 is
4th, 94 is 5th and 93-80 (claim counts are not required for 78 &79) is 6th & prior.

e. Decrease in Paid Loss Totals - Policy Year Call

Total (sum of all policy years) Indemnity Paid Losses, Total Medical Paid
Losses, and Total Indemnity + Medical Paid can not decrease more than
$200,000.

f. Loss Development  - Accident Year Call

The ratio of the Paid + Case losses on the Current Accident Year Call for a
specific accident year to the Paid + Case losses on the Prior Accident Year Call
to the same accident year should fall within the listed ranges, if the change
exceeds $200,000.  This edit applies to Indemnity, Medical, Gross Indemnity,
Gross Medical, Net Indemnity and Net Medical Paid + Case losses.
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Report Level on Current
Calendar Year  Data
Call**

Lowest Usual
Change Factor

Highest Usual
Change Factor

5th & Prior Reports .75 1.33
3rd & 4th .75 1.40
2nd .80 1.50
1st .90 2.30
** On 1999 calendar Year Calls 98 accident is 1st report, 97 is 2nd, 96 is 3rd, 95 is
4th and 94-78 is 5th & prior.

g. Claim Count Development – Accident Year Call

The ratio of the Incurred Indemnity Claim Counts on the Current Accident
Year Call for a specific accident year to the Incurred Indemnity Claim Counts
on the Prior Accident Year Call to the same accident year should fall within the
listed ranges, if the claim count exceeds 20.

Report Level on Current
Calendar Year  Data
Call**

Lowest Usual
Change Factor

Highest Usual
Change Factor

5th & Prior Reports .99 1.02
4th .98 1.05
3rd .94 1.20
2nd .88 1.40
1st .88 2.50
** On 1999 calendar Year Calls 98 effective is 1st report, 97 is 2nd, 96 is 3rd, 95 is
4th, 94 is 5th and 94 -80 (claim counts are not required for 78 &79) is 6th & prior.

h. Decrease in Paid Loss Totals – Accident Year Call

Total (sum of all policy years) Indemnity Paid Losses, Total Medical Paid
Losses, and Total Indemnity + Medical Paid can not decrease more than
$200,000.

i. Check consistency between the Policy & Accident Year Losses.

i. Current Accident year losses should be greater than Current Year
Policy Year losses.  For Calendar year 1999 this edit would compare
the ½ year 99 policy and accident year losses.  Accident year 99 losses
CAN include claims from a 99 and 98 policy effective year while 99
policy year losses only include losses from 99 effective policies.  This
edit applies to all loss subtotals.  I.e. Paid, Case, Bulk, and Incurred
But Not Reported for both medical and indemnity.
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ii. The Accident Year losses should be less than or equal to the
corresponding policy year + the prior policy year.  For example, 97
(Accident Year) Paid Indemnity should be less than or equal to 96 + 97
(Policy Years) Paid Indemnity.  This edit applies to all loss subtotals.
I.e. Paid, Case, Bulk, and Incurred But Not Reported for both medical
and indemnity.

iii. Prior to 78 (line A) policy year losses should be greater than Prior to 78
accident year losses.  Prior to 78 policy losses includes claims with
policies with 77 effective dates and 78 accident dates, but prior to 78
accident year losses do not include the 77 effective with 78 accidents.

F. Disciplinary Fine

If, in any filing the Workers Compensation Rating and Inspection Bureau of Massachusetts
makes with the Division of Insurance, it becomes necessary for the Bureau’s actuarial staff to
adjust, correct, or make allowances for inaccuracies in the data supplied by a carrier or group,
the reporting carrier or group shall be subject to a disciplinary fine.  The disciplinary fine can
also be levied when a reporting carrier or group fails to work with Bureau staff to provide
reasonable clarification or correction. Written warning must be provided a reasonable time
prior to levying any disciplinary fine upon such entity.  For each filing affected by such a
deficiency, the disciplinary fine shall be the greater of $5000 or .05% of the reporting carrier
or group’s Bureau Standard Earned Premium for every rate filing or potential rate filing
impacted by the error.  This fine is in addition to any of the other fines accrued under the Data
Quality Incentive Program, and not subject to the penalty cap.

In addition to any authority the Commissioner of Insurance already has, the Commissioner
may, at his or her discretion, require the Workers Compensation Rating and Inspection
Bureau of Massachusetts to impose a fine upon a reporting carrier or group in the amount set
forth in paragraph (1), above if, after written notice and a hearing, the Commissioner finds
that any reporting entity’s aggregate financial data is unreliable, incomplete, untimely or
otherwise defective and that such defect has materially impacted a filing submitted to the
Commissioner.  The Commissioner may not, however, impose such a fine if the Workers
Compensation Rating and Inspection Bureau of Massachusetts has already imposed any fine
for such defect under this data quality incentive program before the Commissioner issues a
notice of hearing for this disciplinary fine.  The Workers Compensation Rating and Inspection
Bureau of Massachusetts shall provide a list of the fines imposed under this data quality
incentive program when the Workers Compensation Rating and Inspection Bureau of
Massachusetts submits each calendar years aggregate financial data to the director of the State
Rating Bureau.

G. Implementation

The Calendar Year 2000 (data valued as of 12/31/2000 and 6/30/2001) and reported in March
through September 2001 will be subject to charges accrued in accordance with the Data
Quality Incentive Program.
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The provisions of the program will be applied to the Calendar Year 1999 data, for illustrative
purposes only, to provide each carrier with an estimate of the impact of this program.

H. Appeal of Penalties Levied under the Data Quality Incentive Program

If an item appears on a fine list, which in the opinion of the carrier should not be subject to a
fine, the carrier should contact the Data Quality Services Department to the attention of the
incentive appeals process.  Copies of all pertinent written communication and a brief
explanation of the circumstances should be provided in a written request to waive the fine.

Examples of situations where fines may be waived are as follows:

1. The error was not in the carrier’s submission.

2. The Bureau made an error in assigning the fine to the carrier.

3. The Bureau received the call before the data was subject to a fine.

4. The carrier was not provided proper notification that a penalty situation was pending.

5. The carrier cannot provide or correct data due to circumstances beyond their control
such as fire or natural disaster.

If the carrier is not satisfied with the results of the appeal to the Bureau, then the carrier can
make a written request to put the appeal before the Bureau’s Governing Committee Appeals
Subcommittee.  Bureau staff will schedule a review at the next meeting of Appeals
Subcommittee.


