Section 1332 of the Patient Protection and Affordable Care Act (ACA) State
Innovation Waivers — Reinsurance Waiver Annual Report

Reporting Instructions: Please capture data for annual 1332 waiver grant reporting in this template, which
has been developed based on your specific terms and conditions (STCs), and in accordance with 45 CFR
155.1324(b)-(c). For any items that are marked “if applicable,” please refer to the requirements in your STCs to
determine whether you need to fill in those data fields. Draft annual reports are due within 90 days of the end
of each calendar year that your waiver is in effect.

STATE: ‘ Minnesota

A. GRANTEE INFORMATION

1. Reporting Period End Date 2. Report Due Date 3. Report Submitted On (Date)

Dec 31, 2023 Aug 15, 2024 July 12, 2024

4. Federal Agency and Organization Element to Which Report is Submitted

Consumer Information & Insurance Oversight

5. Federal Grant Number Assigned 6a. UEI Number 6b. EIN
by Federal Agency

1 SIWIW180002-01-00 804885929 476007162

7. Recipient Organization Name

Minnesota Department of Commerce

Address Line 1

85 7th Place East, Suite 280

Address Line 2

Address Line 3

City State ZIP Code
Saint Paul MN 55101
ZIP Extension 8. Grant Period Start Date 9. Grant Period End Date

2198 Jan 1, 2018 Jan 1, 2028

10. Other Attachments (attach other documents as needed or as instructed by the awarding federal agency)

The Minnesota Department of Commerce has attached the following:

-1 - The 2023 third quarter report from Wakely for the MPSP

- 2 - The Draft Final 2023 Wakely report for the MPSP

- 3 - 2023 Experienced APTC Premium and Enrollment Data

-4 - Agenda from MCHA Board Meeting, December 15, 2023

- 5- Agenda from MCHA Actuarial Committee Meeting, February 7, 2024

- 6 - Agenda from MCHA Actuarial Committee Meeting, December 8, 2023
- 7 - Agenda from MCHA Fin: Committee Meeting, February 2, 2024

- 8 - Agenda from MCHA Finance Committee Meeting, December 13, 2023
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Reinsurance Waiver Annual Report

B. REPORT CERTIFICATION

11. Certification: | certify to the best of my knowledge and belief that this report is correct and complete for
performance of activities for the purposes set forth in the award documents.

11a. Typed or printed name and title of Authorized Certifying Official

Fred Andersen, Chief Life Actuary

11b. Signature of Authorized Certifying Official

Fred dneraen

11c. Telephone (area code, number, and extension)

651-539-1753

11d. Email address

frederick.andersen@state.mn.us

11e. Date report submitted (month/day/year)

July 12, 2024

C. PROGRESS OF SECTION 1332 WAIVER - General

12. Provide an update on progress made in implementing and/or operating the state's approved 1332 waiver
program.
The following is a progress report on 2023 implementation and operations of Minnesota's reinsurance program, the Minnesota Premium Security Plan (MPSP).

The Minnesota Comprehensive Health Association (MCHA), the administrator of the MPSP, working with their claims processing vendor, Wakely, received the third and

fourth quarter carrier data from the participating health plan companies and compiled reports of the data (attached). As expected, the frequency of high-cost claims has
increased in each quarter.

On February 5, 2024 Commerce received a draft final report from MCHA/Wakely on total 2023 reinsurance payment amounts. The draft final report includes an
estimate for the reinsurance total amount for 2023 that is based on claims incurred and paid through December 2023.

An MCHA board meeting was held on December 15, 2023, and Commerce staff were in attendance. During this meeting the MCHA board presented and approved the
2023 administrative budget. The budget presented reflected previous discussions with the Commerce department. A copy of the meeting agenda is attached.

MCHA Finance Committee Meetings were held on December 13, 2013 and February 2, 2024, and MCHA actuarial committee meetings were held on December 8,
2023 and February 7, 2024. Commerce staff were in attendance at each meeting. The draft version of the 2023 Annual Results Report was presented in detail by
Wakely, and reflected information that had been requested by the Department in previous reports; the board adopted the report. The meeting agendas are attached.

13. Describe any implementation and/or operational challenges to meet the 1332 statutory guardrails and
plans for and results of associated corrective actions. If challenges were described in a prior annual
report, only report on changes and/or updates, as appropriate.

It is confirmed that there is no impact of the waiver on the scope of benefits or the essential health
benefit (EHB) benchmark. EHB coverage remains unaffected. The waiver retained the existing
scope of benefits, including requiring the provision for 10 EHB, matching the state’s benchmark
plan’s covered service list and minimum visit limits. The non-increased federal deficit impact was
determined when CMS announced the 2023 federal funding amount in May 2023. Rates were
approximately 20% lower than they would have been in the absence of the reinsurance program.
Therefore, affordability has been positively impacted and enroliment is almost definitely higher than
it would have been absent the program.
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D. PROGRESS OF SECTION 1332 WAIVER - State-Specific

14. Metrics to assist evaluation of the waiver's compliance with statutory requirements in Section 1332(b)(1). Please
report data for the full plan year unless otherwise specified; if information for the full plan year is not available, please
provide the most complete responses possible and specify the timeframe covered.

Value

Comments (if applicable)

Projected and actual individual market enrollment
(total annual member months) on the Exchange in
the state for the plan year.

Projected: 139,000
lives

Actual: 110,725 lives

Source of projected: Table App-23 of
1332 waiver extension actuarial analysis;

Actual: 1,328,698 total member months
on the exchange in 2023

Projected and actual individual market enrollment
(total annual member months) off the Exchange in
the state for the plan year.

Projected: 36,000
lives

Actual: 52,164 lives

Source of projected: Table App-23 of
1332 waiver extension actuarial analysis;

Actual: 625,970 total member months off
the exchange in 2023

Projected and actual individual market total annual
collected premiums on the Exchange for the plan
year.

Projected and actual individual market average
premium rate on the Exchange (i.e., total individual
market premiums divided by total member months of
all enrollees) for the plan year.

Actual Total:
$639,846,738

Actual Average:
$481.56 PMPM

Projected for on and off the Exchange
combined total annual premiums was
$1,002,880,624 in comparison to the
Actual of $917,244,623

Projected average premium rate on and
off the exchange was $477.56 in
comparison to the Actual of $469.26

Source of projected: Table App-17 of
1332 waiver extension actuarial analysis;

Projected and actual individual market total annual
collected premiums off the Exchange for the plan
year.

Projected and actual individual market average
premium rate off the Exchange (i.e., total individual
market premiums divided by total member months of
all enrollees) for the plan year.

Total:
$277,397,885

Average:
$443.15 PMPM

Projected for on and off the Exchange
combined total annual premiums was
$1,002,880,624 in comparison to the
Actual of $917,244,623

Projected average premium rate on and
off the exchange was $477.56 in
comparison to the Actual of $469.26

Source of projected: Table App-17 of
1332 waiver extension actuarial analysis;

Actual Second-Lowest Cost Silver Plan (SLCSP)
premium for Exchange plans under the waiver for a
representative consumer (e.g., a 21-year-old non-
smoker) in each rating area for the plan year.

Rating Area 1: $345.18
Rating Area 2: $299.34
Rating Area 3: $314.64
Rating Area 4: $277.84
Rating Area 5: $279.20
Rating Area 6: $268.71
Rating Area 7: $255.99
Rating Area 8: $231.47
Rating Area 9: $274.61

Final Rates approved for plan year
2023, for a representative individual
age 21.

Minnesota has a unique age curve.

Estimate of the SLCSP premium for Exchange plans as
it would have been without the waiver for a
representative consumer (e.g., a 21-year-old non-
smoker) in each rating area for the plan year.

Rating Area 1: $411.82
Rating Area 2: $377.42
Rating Area 3: $386.43
Rating Area 4: $350.22
Rating Area 5: $351.93
Rating Area 6: $338.72
Rating Area 7: $319.71
Rating Area 8: $288.86
Rating Area 9: $352.74

Final Without Reinsurance Rates
for plan year 2023, for a
representative individual age 21.

Minnesota has a unique age curve
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Rating Area 1: $34,707,511.43
Rating Area 2: $21,486,681.56

H - . Rating Area 3: $20,833,416.36
g. For states with State-based Exchanges: actual amount Iyt

of Advanced Premium Tax Credit (APTC) paid to |RatingAreas:$13052361.03
. . Rating Area 6: $14,342,540.21
issuers, by rating area for the plan year. Rating Area 7: $32,655,073.79
Rating Area 8: $112,199,881.50
Rating Area 9: $4,263,204.12

h. For states with State-based Exchanges: actual 64,287 771,448 is the sum
number of APTC recipients for the plan year. This
should be reported as number summed over all 12
months and divided by 12 to provide an annualized
measure.
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15. Please confirm whether there was any impact of the waiver on the scope of benefits or Essential Health Benefit
(EHB) benchmark.

It is confirmed that there is no impact of the waiver on the scope of benefits or the EHB benchmark. EHB
coverage remains unaffected. The waiver retained the existing scope of benefits, including requiring the
provision for 10 EHB, matching the state’s benchmark plan’s covered service list and minimum visit limits.

16. Describe any technical changes to the state’s waiver plan during the plan year, including but not limited to:
changes to the funding level the program will be operating at for the next plan year; changes to the approved
payment parameters for reinsurance program reimbursement (if there were no changes, please still describe
the final parameters); changes to eligibility criteria for enrollees’ claims to be reimbursed under the reinsurance
program.

The estimated federal funding for 2024 is $133.1 Million. It is anticipated that the combined federal and state funding will
be sufficient to cover the cost of the reinsurance program for 2024, even under a severely adverse claim cost scenario.

There was a change in the coinsurance payment parameter from 80% in 2021 to 60% in 2022 and back to 80% in 2023
for the reinsurance program reimbursement. The attachment point continues to be $50,000, and the cap continues to be
$250,000. There were no changes to eligibility criteria for enrollees' claims to be reimbursed under the program.

17. Describe any changes in state law or regulation that might impact the waiver and the date(s) these changes
occurred or are expected to occur.

The original legislation for the Minnesota Premium Security Plan implemented the reinsurance program for plan years
2018-2019. In 2019, legislation was passed to extend the reinsurance program through plan year 2021. In 2021,
legislation was passed to extend the reinsurance program through plan year 2022. This legislation prescribed a lower
coinsurance payment parameter than in the 2018 to 2021 programs (from 80% to 60%). In 2022, legislation was
adopted to extend the reinsurance program through 2025 with an 80% coinsurance percentage. In the 2024 legislative
session, deliberations are underway regarding the future of the reinsurance program beyond plan year 2025.

18. Report on spending for the plan year. If information for the full plan year is not available, please provide the most
complete responses possible and specify the timeframe covered.

Value Comments (if applicable)
a. Amount of federal pass-through funding spent on Pass-through funding for plan
individual claim payments to issuers from the $91,110,030 year 2022, paid in 2023

reinsurance program for the plan year.

b. Amount of federal pass-through funding spent on
operation of the reinsurance program (e.g., $0
administrative costs, EDGE server fees, etc.) for the
plan year.

c. Amount of any unspent balance of federal pass-
through funding for the plan year. $0

$55,788,199 claim payments for plan
$56.344.378 year 2022, paid in 2023; $556,179
' ' Administrative costs to MCHA;

d. Amount of state funding contributed to fully fund
the program for the plan year.
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19. If applicable, provide a claims breakout at an aggregate level for the top five conditions or cost drivers of the
five conditions, including settings of care in the individual market.

Commerce will provide a response to the best of its ability to this question, based on information provided to the state in the fourth quarter Wakely Report on the MPSP. However, please note that Minnesota’s specific terms and conditions does not specify that
information on the top 5 conditions or cost drivers should be provided in this reporting, and Commerce is not the program administrator and does not have total control over the data that is received.

The 2023 Q4 Wakely report states the following: "As a general rule of thumb, approximately 20% of the Individual Commercial population is assigned to an HCC (Hierarchical Condition Category). In other words, 80% of the general individual population does not
have an HCC. In comparison, only 11% of the reinsurance population does not have an HCC."

The report provided a pie chart that indicates that 10% of the reinsured population have 0 HCCs, 27% have 1 HCC, 22% have 2 HCCs, 15% have 3 HCCs, and 26% have 4 or more HCCs. The 4th Quarter Wakely report is included as an attachment to this report.

20. If applicable, report on any strategies or incentives for providers, enrollees, and plan issuers to continue
managing health care cost, claims, and utilization for individuals eligible for reinsurance.

All of the entities involved in the reinsurance discussion recognize the need to reduce the growth of health care costs. Several items were included as a part of the 2023 Commerce Policy and Financial Omnibus bill (Chapter 57) which pertain to reducing the growth
of health care costs, including a new definition of "preventive items and services," prohibition of ive pre iption drug price , the creation of a prescription drug affordability board, and the inclusion of standardized plans for the individual market. More
details can be found at the following link: https://assets.senate. 023/0/Chapter%2057%20Summary.pdf

Additionally, there were several proposals included in the Health and Human Services Omnibus bill (Chapter 70) that address health care cost growth. These include expanding authority to collect and analyze prescription drug price data; establishing a health
subcabinet to coordinate work related to health care delivery and payment; funding to establish to reduce ; and funding to analyze the benefits and costs of a universal health care system. A copy of the bill can be found here:
https://www.revisor.mn.gov/laws/2023/0/Session+Law/Chapter/70/

21. If applicable, report any reconciliation of reinsurance payments that the state wishes to make for any
duplicative reimbursement through the state reinsurance program for the same high-cost claims reimbursed
through the Department of Health and Human Services (HHS)-operated high-cost risk adjustment program.

Value Comments (if applicable)

a. Reinsurance payment (before reconciliation) for high-
cost claims to issuers who also receive payment
through the HHS risk adjustment program under the
high-cost risk pool.

Not Applicable

b. Risk adjustment amount paid by HHS for those claims. Not Applicable

c. Reinsurance reconciliation (or true-up) amount applied. | Not Applicable

E. POST-AWARD FORUM

22. Was the date, time, and location of the Post-Award Forum advertised 30 days in advance?

Yes
No

23. State website address where Post-Award Forum was advertised and where the Annual Report is posted. In
addition, please ensure prior years’ Annual Reports are posted on the state’s website.

https://mn.gov/commerce/insurance/industry/reinsurance.jsp
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24. Date Post-Award Forum took place:
June 22, 2023

25. Summary of Post-Award Forum, held in accordance with §155.1320(c), including all public comments received,
number of participants in the forum, and actions taken in response to concerns or comments.

The 2023 Post-Award Forum took place on June 22, 2023 at 3:00 pm at the Golden Rule Building in St. Paul, Minnesota, with the option to attend virtually via Microsoft Teams.

Department staff presented on the progress of the Minnesota Premium Security Plan (MPSP). Time was allocated to address any questions but none were submitted.

On July 13, 2022, the waiver extension through 2027 was approved by the Department of Health & Human Services and the Department of Treasury.

26. Other Attachments (attach other documents as needed pertaining to Post-Award Forum)

F. STATE INTERNAL IMPLEMENTATION REVIEW - ATTESTATION

27. Attestation: The state attests that periodic implementation reviews related to the implementation of the
waiver have been conducted in accordance with 31 CFR 33.120(b) and 45 CFR 155.1320(b).
® Nes

[o}

28. Describe the state's implementation review process.

State staff attends frequent calls and meetings with MCHA regarding the MPSP, providing technical advice and aspects of oversight. Commerce staff also reviews reports to ensure the content is robust and contains needed information for
stakeholders mentioned in state statute, including legislators. Commerce has encouraged MCHA and the plans to collect additional data so more detailed analysis of reinsurance-eligible claims can occur. Policymakers in Minnesota have expressed
interest in learning more about the conditions individuals with reinsurance-eligible claims have and how reinsurance-eligible claims data could be leveraged to incentivize health care cost containment strategies going forward.

Minnesota recently received a state technical assistance award to participate in the Commonwealth Fund State Affordability Technical Assistance Program to help us redesign our reinsurance program. The list of reimbursable reinsurance claims
includes many conditions such as diabetes and COPD that may care or treatment plans that increase the value of their insurance. We are exploring if we can connect reimbursable reinsurance claims with incentivizing insurers to invest in certain
value-based practices. We will communicate about Minnesota's experience in this area as applicable and as it develops.

Commerce staff will work with MCHA on verifying final reinsurance payment amounts prior to payments being made to eligible health carriers.
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	12 Provide an update on progress made in implementing andor operating the states approved 1332 waiver program: The following is a progress report on 2023 implementation and operations of Minnesota's reinsurance program, the Minnesota Premium Security Plan (MPSP). 

The Minnesota Comprehensive Health Association (MCHA), the administrator of the MPSP, working with their claims processing vendor, Wakely, received the third and fourth quarter carrier data from the participating health plan companies and compiled reports of the data (attached).  As expected, the frequency of high-cost claims has increased in each quarter. 

On February 5, 2024 Commerce received a draft final report from MCHA/Wakely on total 2023 reinsurance payment amounts. The draft final report includes an estimate for the reinsurance total amount for 2023 that is based on claims incurred and paid through December 2023. 

An MCHA board meeting was held on December 15, 2023, and Commerce staff were in attendance.  During this meeting the MCHA board presented and approved the 2023 administrative budget.  The budget presented reflected previous discussions with the Commerce department.  A copy of the meeting agenda is attached.

MCHA Finance Committee Meetings were held on December 13, 2013 and February 2, 2024, and MCHA actuarial committee meetings were held on December 8, 2023 and February 7, 2024.  Commerce staff were in attendance at each meeting.  The draft version of the 2023 Annual Results Report was presented in detail by Wakely, and reflected information that had been requested by the Department in previous reports; the board adopted the report.  The meeting agendas are attached.
	13 Describe any implementation andor operational challenges to meet the 1332 statutory guardrails and plans for and results of associated corrective actions If challenges were described in a prior annual report only report on changes andor updates as appropriate: It is confirmed that there is no impact of the waiver on the scope of benefits or the essential health benefit (EHB) benchmark.  EHB coverage remains unaffected.  The waiver retained the existing scope of benefits, including requiring the provision for 10 EHB, matching the state’s benchmark plan’s covered service list and minimum visit limits.  The non-increased federal deficit impact was determined when CMS announced the 2023 federal funding amount in May 2023.  Rates were approximately 20% lower than they would have been in the absence of the reinsurance program.  Therefore, affordability has been positively impacted and enrollment is almost definitely higher than it would have been absent the program.
	15 Please confirm whether there was any impact of the waiver on the scope of benefits or Essential Health Benefit EHB benchmark: It is confirmed that there is no impact of the waiver on the scope of benefits or the EHB benchmark. EHB coverage remains unaffected. The waiver retained the existing scope of benefits, including requiring the provision for 10 EHB, matching the state’s benchmark plan’s covered service list and minimum visit limits.
	16 Describe any technical changes to the states waiver plan during the plan year including but not limited to changes to the funding level the program will be operating at for the next plan year changes to the approved payment parameters for reinsurance program reimbursement if there were no changes please still describe the final parameters changes to eligibility criteria for enrollees claims to be reimbursed under the reinsurance program: The estimated federal funding for 2024 is $133.1 Million. It is anticipated that the combined federal and state funding will be sufficient to cover the cost of the reinsurance program for 2024, even under a severely adverse claim cost scenario.

There was a change in the coinsurance payment parameter from 80% in 2021 to 60% in 2022 and back to 80% in 2023 for the reinsurance program reimbursement. The attachment point continues to be $50,000, and the cap continues to be $250,000. There were no changes to eligibility criteria for enrollees' claims to be reimbursed under the program.
	17 Describe any changes in state law or regulation that might impact the waiver and the dates these changes occurred or are expected to occur: The original legislation for the Minnesota Premium Security Plan implemented the reinsurance program for plan years 2018-2019.  In 2019, legislation was passed to extend the reinsurance program through plan year 2021.  In 2021, legislation was passed to extend the reinsurance program through plan year 2022.  This legislation prescribed a lower coinsurance payment parameter than in the 2018 to 2021 programs (from 80% to 60%).  In 2022, legislation was adopted to extend the reinsurance program through 2025 with an 80% coinsurance percentage. In the 2024 legislative session, deliberations are underway regarding the future of the reinsurance program beyond plan year 2025.
	19 If applicable provide a claims breakout at an aggregate level for the top five conditions or cost drivers of the five conditions including settings of care in the individual market: Commerce will provide a response to the best of its ability to this question, based on information provided to the state in the fourth quarter Wakely Report on the MPSP. However, please note that Minnesota’s specific terms and conditions does not specify that information on the top 5 conditions or cost drivers should be provided in this reporting, and Commerce is not the program administrator and does not have total control over the data that is received. 

The 2023 Q4 Wakely report states the following: "As a general rule of thumb, approximately 20% of the Individual Commercial population is assigned to an HCC (Hierarchical Condition Category). In other words, 80% of the general individual population does not have an HCC. In comparison, only 11% of the reinsurance population does not have an HCC." 

The report provided a pie chart that indicates that 10% of the reinsured population have 0 HCCs, 27% have 1 HCC, 22% have 2 HCCs, 15% have 3 HCCs, and 26% have 4 or more HCCs. The 4th Quarter Wakely report is included as an attachment to this report.

	20 If applicable report on any strategies or incentives for providers enrollees and plan issuers to continue managing health care cost claims and utilization for individuals eligible for reinsurance: All of the entities involved in the reinsurance discussion recognize the need to reduce the growth of health care costs.  Several items were included as a part of the 2023 Commerce Policy and Financial Omnibus bill (Chapter 57) which pertain to reducing the growth of health care costs, including a new definition of "preventive items and services," prohibition of excessive prescription drug price increases, the creation of a prescription drug affordability board, and the inclusion of standardized plans for the individual market. More details can be found at the following link: https://assets.senate.mn/summ/chapter/2023/0/Chapter%2057%20Summary.pdf 

Additionally, there were several proposals included in the Health and Human Services Omnibus bill (Chapter 70) that address health care cost growth. These include expanding authority to collect and analyze prescription drug price data; establishing a health subcabinet to coordinate work related to health care delivery and payment; funding to establish strategies to reduce administrative spending; and funding to analyze the benefits and costs of a universal health care system. A copy of the bill can be found here: https://www.revisor.mn.gov/laws/2023/0/Session+Law/Chapter/70/ 
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	14b-Comments: Source of projected: Table App-23 of 1332 waiver extension actuarial analysis;

Actual: 625,970 total member months off the exchange in 2023
	14c-Comments: Projected for on and off the Exchange combined total annual premiums was $1,002,880,624 in comparison to the Actual of $917,244,623

Projected average premium rate on and off the exchange was $477.56 in comparison to the Actual of $469.26

Source of projected: Table App-17 of 1332 waiver extension actuarial analysis;
	14d-Comments: Projected for on and off the Exchange combined total annual premiums was $1,002,880,624 in comparison to the Actual of $917,244,623

Projected average premium rate on and off the exchange was $477.56 in comparison to the Actual of $469.26

Source of projected: Table App-17 of 1332 waiver extension actuarial analysis;
	14e-Comments: Final Rates approved for plan year 2023, for a representative individual age 21.

Minnesota has a unique age curve.
	14f-Comments: Final Without Reinsurance Rates for plan year 2023, for a representative individual age 21.

Minnesota has a unique age curve
	14g-Comments: 
	14h-Comments: 771,448 is the sum
	18a-Comments: Pass-through funding for plan year 2022, paid in 2023
	18b-Comments: 
	18c-Comments: 
	18d-Comments: $55,788,199 claim payments for plan year 2022, paid in 2023; $556,179 Administrative costs to MCHA;
	18a-Value: 
$ 91,110,030
	18b-Value: 
$ 0
	18c-Value: 
$ 0
	18d-Value: 
$ 56,344,378
	21a-Value: 

Not Applicable
	21b-Value: 
Not Applicable
	21c-Value: 
Not Applicable
	21a-Comments: 
	21b-Comments: 
	21c-Comments: 
	22 Was the Post Award Froum advertised 30 days in advance: Yes
	25 Summary of PostAward Forum held in accordance with 1551320c: The 2023 Post-Award Forum took place on June 22, 2023 at 3:00 pm at the Golden Rule Building in St. Paul, Minnesota, with the option to attend virtually via Microsoft Teams.

Department staff presented on the progress of the Minnesota Premium Security Plan (MPSP). Time was allocated to address any questions but none were submitted.

On July 13, 2022, the waiver extension through 2027 was approved by the Department of Health & Human Services and the Department of Treasury.
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