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Washington State Government 
 Washington State 2012 Legislative Session  

The legislative session adjourned as scheduled on March 8, 2012, and the Governor signed 
the bills that affected WSHIP and did not use her partial veto power on any of the relevant 
sections.  There was a one-month special session called by the Governor that began the 
following week, but again no legislation that directly affects WSHIP was passed.  

 Washington State Governor’s Office  
The Health Care Authority submitted its Level Two Establishment Grant application for 
Exchange development on March 30, 2012.  It included dollar amounts developed by 
WSHIP staff for 1) funding of the three WSHIP studies included in HB 2319 Part VIII 
Section 17 that are due to the legislature in December 2012, and 2) costs of Board 
governance through December 31, 2014 of the non-profit risk-leveling entities provided for 
in Part VII (4) and Part VIII Section 18.  

 Washington State Office of the Insurance Commissioner  
The first meeting of the Commissioner’s Reinsurance, Risk Corridors, and Risk Adjustment 
Workgroup took place on March 20, 2012. (This was an invitation-only meeting and WSHIP 
was not invited.) At that meeting a Data Subgroup was formed, and it met on April 4 and 
April 20, 2012.  The group is working on a voluntary data submission for Milliman to use 
for preliminary risk adjustment and reinsurance research.  When I learned of this, I offered 
to share information about data collection for WSHIP’s statewide all payer individual 
product database collected for use in the certification of the Standard Health Questionnaire, 
and this was done on April 23, 2012.    
A program administration subgroup met on April 12, 2012.  They are considering whether 
Washington should administer one or both of the risk adjuster and reinsurance programs in 
Washington or allow the federal government to do both (a difference between the proposed 
and final regulations is that they allow for a state-operated exchange to opt for federal 
administration of reinsurance).  The main Workgroup met a second time on April 23, 2012. 
As called for in HB2319, the group reviewed the “invisible high risk pool” proposed by 
Premera. 
 

United States Congress 
 FY 2012 grant funding 

NASCHIP has been informed that the announcement of this year’s grant funding is expected 
to be sent out any day now.  The total funding level nationally will be approximately $42 
million, and it will be allocated among the states as in past years.  The funding is expected to 
be made available some time in June 2012, which is earlier than it was in 2011. 

 FY 2013 grant funding 
Final decisions will likely not be made until mid-November to late December.  At this time 
all indications are that the level will be similar to 2012.  If there is a reduction, it will happen 
during final negotiations. 
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Patient Protection and Affordable Care Act (PPACA) Implementation 
 Status of Standards Related to Reinsurance, Risk Corridors and Risk Adjustment 

Final regulations were issued by HHS on March 16, 2012.  A Wakely Consulting analysis of 
how the final rules differ from those originally proposed is available from Robert Wood 
Johnson at http://www.rwjf.org/files/research/74166.5785.analysisofHSS.2012.april.pdf   

 Changes to federally administered state Pre-existing Condition Insurance Programs  
On March 13, 2012 CCIIO informed NASCHIP pools that administer a PCIP in their state 
of two changes in the federally administered PCIPs effective May 1, 2012  
 HHS will no longer be paying agents a $100 referral fee for helping consumers 

successfully complete a PCIP application. 
 HHS will no longer accept a physician’s letter as evidence of pre-existing conditions. 

Individuals applying to PCIP in the federally administered states will be required to show 
proof of uninsurability (e.g. a declination letter from a commercial carrier). 

These changes DO NOT impact the PCIP programs in states where the state is administering 
the program under a contract with HHS. 

 

Conferences, Meetings and Speaking Engagements 
 Washington Exchange Board Meetings   

Sharon Becker and I attended the first official meeting of the Board on March 15, 2012 from 
9am-3pm at the Radisson Hotel in SeaTac, and I attended the second meeting on April 16, 
2012.  Barbara Flye of the OIC and Michael Arnis of the HCA gave a presentation on the 
activities of the OIC Work Group.  It is attached. 

 
WSHIP Organizational Items 
 Board Recruitment for Governor Appointed Positions  

There are two Governor appointed positions coming up for election for terms beginning 
June 1, 2012.  They are Position 4 representing Consumers and Position 6 representing 
Large Employers.  The statute requires three nominees from statewide organizations 
representing consumers and large employers respectively from which the Governor may 
choose.  Evergreen Health Insurance Plan has nominated three candidates for the consumer 
position. I have reviewed the applications, spoken with each candidate and provided input as 
requested by the Governor’s office.  The Association of Washington Business submitted a 
letter of nomination for three candidates for the large employer position.  I have reviewed 
their applications, talked with all of them and today submitted the requested feedback to the 
Governor.  



OIC Work Group 
Reinsurance, Risk Corridors, 

Risk Adjustment

April 9, 2012 

Exchange Board Meeting
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1. What are the RRRs and why are they 
important to the Exchange?

2. What decisions does WA need to make?
3. What roles & responsibilities do the OIC 

& the Exchange board have?
4. How will the work be organized?
5. What are the important steps to take to 

answer the questions?
6. Q & A
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Why RRR Programs are needed in 2014?

Reinsurance : Offsets some of the expected 
costs of enrolling a large uninsured population 
with pent-up demand.

Risk Corridors:  Responds to the uncertainty of 
rating new qualified health plans in a new market

Lessens the risk of participating in the Exchange.

Risk adjustment:  Protects against adverse selection in 
a market open to all consumers.

Helps stabilize premiums.

Encourages competition on price, quality, and service.
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Program: High Risk Pool
(WSHIP)

Reinsurance Risk Corridors Risk 
Adjustment

Administered
by:

Independent
Board

Nonprofit
entity or state 
agency

Federal HHS Nonprofit
entity, state 
agency, or 
federal HHS

Administrative
costs funded 
by:

Assessments 
on fully-
insured plans

State Federal HHS State

When: Current 2014-2016 2014-2016 2014-ongoing

Applies to: Current 
individual
market

Individual
market inside 
and outside of 
Exchange

Individual and 
small group 
market inside 
Exchange

Individual and 
small group 
market inside 
and outside 
Exchange

Program costs 
funded by:

Premiums, and 
assessments
on all fully-
insured plans

All fully-
insured and 
self-funded 
plans

All Exchange 
qualified 
health plans

All individual 
and small 
group plans

What are the RRRs and State High Risk Pool?
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Reinsurance Program
1. What reinsurance model will be used?
2. Who will administer the reinsurance program?
3. What parameters will be used in the program?
4. How will the data collection & storage of information be 

done?

Risk Adjustment (RA) Program
1. What RA model will be used? 
2. Who will administer the RA program?
3. How will the RA program be funded?
4. How will the data collection & storage be handled?
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What reinsurance & RA models will be used?

 E2SHB 2319 gives the Commissioner, in consultation with the 
Exchange Board, authority to adopt rules establishing the 
reinsurance and risk adjustment programs.

Who will administer the reinsurance & risk adjustment programs?

 E2SHB 2319 gives the Commissioner the authority to contract 
with one or more nonprofit entities to administer the reinsurance 
& risk adjustment programs.

 E2SHB 2319 authorizes the WSHIP Board to contract with the OIC 
to administer risk management functions. 

The RRRs: Roles & Responsibilities
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What is required in regards to the reinsurance program?

At a minimum, the rule must identify:
a) A mechanism to collect reinsurance contribution funds;
b) A reinsurance payment formula; and
c) A mechanism to disburse reinsurance payments.

The rule making process must include in deliberations, the analysis of an 
invisible high risk pool:

 Is it allowable under ACA?
 Does it provide sufficiently comprehensive coverage for current 

Non-Medicare WSHIP enrollees?
 How could it be designed to ensure that carriers ceding risk 

provide effective care management to high risk or high cost 
enrollees?

The RRRs: Roles & Responsibilities
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What does the legislation require in regards to the 
reinsurance & RA programs?

 The rule may identify and may require submission of the 
data needed to support operation of the reinsurance and 
RA programs.

 The rule must identify the sources of the data, and other 
requirements related to their collection, validation, 
correction, interpretation, transmission or exchange and 
retention of data for the reinsurance and RA programs.

The RRRs: Roles & Responsibilities
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1. What reinsurance model will be used?
2. Who will administer the reinsurance program?
3. How will the data collection & storage of information 

be done?
4. What parameters will be used in the program? 
 Threshold
 Co-insurance rate
 Cap on benefit

5. What is an “invisible high risk pool?”

Reinsurance program: key decisions
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1. What RA model will be used? 
 Federal methodology
 State alternative methodology
 Federal methodology with state weights

2. Who will administer the RA program?
 Federal or state level

3. How will the RA program be funded?
4. How will the data collection & storage be 

handled?

Risk Adjustment (RA) program: key decisions
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Jan-
Feb

March April May June July Aug Sept Oct Nov Dec

We are 
here

2012

Exchange  
Certified by HHS 

HHS response due 
to state  RA model 

Legislative action 
taken as needed

Open enrollment 
begins

Jan-
Feb

March April May June July Aug Sept Oct Nov Dec

Federal models 
released

2013

Notice due for 
reinsurance 
contribution 
collection

Publish Reinsurance benefit & 
payment parameters

Data Collection & Initial Analysis

RRR Work 
Group Mtg

Exchange 
Bd Mtg

WA submits RA 
plan to HHS

Exchange 
coverage begins

January 1, 2014



12

1. OIC RRR Work Group convened

 Comprised of carriers, relevant OIC divisions, Exchange

 Meets every 4-6 weeks through 2012

 Smaller technical work teams: Data collection & Administration of 

the programs

2. Engage in WA rulemaking process—includes public comment, 

considerations

3. Draft & submit proposed program elements to HHS

4. Select administrator for one and/or both programs

5. Approval from HHS

6. WA implementation

How will the work be organized?
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For both reinsurance & risk adjustment

1. Data call issued to carriers

2. Milliman runs the data for consistency, accuracy

3. Milliman works with carriers to “scrub” the data

4. OIC RRR Work Group determines a direction

5. Contract with administrator(s) for the program

6. Milliman runs simulation one—pre-HHS reg.

7. Milliman runs simulation two—post HHS reg.
8. Final decisions made

What are the steps we need to take?
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Barbara Flye, Senior Health Policy Advisor

Office of the Insurance Commissioner

BarbF@oic.wa.gov

360-725-7043

Michael Arnis, Senior Policy Analyst

Health Care Authority, Exchange Project

Michael.Arnis@hca.wa.gov

360-725-0863
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