
 

 
Novembe
 
Health In
 
Re:  Wa
 
 
The Wak
market a
methodo
from bot
risk score
is needed
and also 
participat
broad sup
   
Like we 
that allow
identifiab
reports t
demograp
informati
informati
We will 
individua
   
Wakely 
additiona
we will r
that utiliz
2014 in o
   
Pricing i
discounti
 
 
 

                 
1 Sample re
Project to b
sample rep

er 4, 2013 

nsurance Issu

kely 2014 R

kely Nationa
average usin
logy earlier 
th large natio
e calculation
d at a suffici
to aid in ac
ted in the 20
pport, includ

did for the s
ws issuers to
ble records w
that show v
phic and co
ion1.  Wake
ion provided

also use p
al issuer info

is proposin
al feedback 
report relativ
ze HHS risk
order to mak

is dependent
ing pricing c

                       
eports from the
be similar.  Ple

ports. 

uer Represen

Risk Adjustm

al Simulation
ng historic 
this year. W

onal and loc
ns (including
ient level of
ctuarial prici
012/2013 sim
ding strong i

simulation pr
o report only
will be repo
valuable de
ondition cat
ely has and
d to Wakely
participation
ormation is n

g up to six
from partici
vities as calc
k score fore

ke consistent

t on how m
compared to 

 

                   
e Simulation pr
ease contact Ro

ntative 

ment Repor

n Project pro
data and a

Wakely ran t
cal issuers.  
g market ave
f detail to he
ing for 2015
mulations to 
nterest in ad

roject, Wake
y summary 
orted back.  
etail includi
egory, meta

d will contin
y by the issu
n requireme
not discovera

x simulation
pants. For e
culated from
ecasting mod
t risk score c

many market
the initial si

roject are avail
oss Winkelman

 

rting 

ovided estim
available in
the simulatio
We believe 

erages) to iss
elp issuers re
5 and 2016. 

gauge inter
dding new st

ely will prov
level inform
Wakely wi

ing prevalen
al tier detail
nue to care
uers using se
nts that en
able.    

ns in 2014, 
each interim 
m the HHS m
dels develop
comparisons 

s and states
imulation pr

lable.  Wakely 
n  (RossW@W

mates of issu
nformation a
on in 26 sta
 that HHS w
suers during
ecord estima
We have re

rest for 2014
ates and mar

vide program
mation back 
ill deliver m
nce by HH
l, data diag

efully protec
ecure upload

nsure the re

subject to 
risk adjustm

model withou
ped by Wak
and estimat

s an issuer p
roject given e

y anticipates rep
Wakely.com or 7

uer risk scor
about the H
ates, with br
will not be p
g 2014 – and
ates for paya
eached out to
4 reporting a
rkets.   

mming code 
to Wakely –

market level 
HS Risk Ad
gnostics and
ct the confi
ds and cyph

esults are re

workgroup 
ment report 
ut adjustmen

kely. These a
e year-end r

participates 
expected eco

ports for the 20
720 226-9801)

res relative t
HHS model
road particip
providing in
d this inform
ables/receiva
o the issuers

and have rec

in SQL and
– no individ
summaries, 

djustment m
d other impo
identiality o
her identifica
eliable, and

discussions
with partial 
nt, but also 
are importan
relativities.   

in.  We pla
onomies of s

014 Reporting 
) for a copy of 

 

to the 
l and 
pation 
nterim 
mation 
ables, 
s that 
eived 

d SAS 
dually 

with 
model 
ortant 
of the 
ation.  

d that 

s and 
data, 
those 
nt for 
 

an on 
scale. 

the 



November 4, 2013 
Wakely 2014 Risk Adjustment Reporting 
Page 2 

Insurance companies participating in this project will receive the following benefits: 
 
1. Estimates of issuer specific risk scores by state and market for purposes of pricing products 

in 2015 and 2016, and setting payables / receivables during 2014. 

2. Data diagnostics to assess potential data issues prior to final CMS calculations, so they can 
be corrected. 

3. Detailed reports that show the key drivers behind risk scores.   

4. Insight into key ACA risk adjustment provisions including but not limited to the exclusion of 
policies prior to their first renewal in 2014, ICD10 issues, interaction of rating variables, and 
the exclusion of diagnostic procedure diagnoses.    

 
Our goal is to get feedback and to hopefully hear back that your organization is interested in 
participating.  Because this is a voluntary effort which depends on broad participation, early 
commitment is very important.   
 
 
BACKGROUND & TECHNICAL APPROACH 
 
Wakely has issued several papers related to the risk adjustment and reinsurance provisions of the 
Affordable Care Act (ACA)2.  We believe it is critical for issuers to estimate market average risk 
scores in early 2014 to price individual and small group products for 2015, and to estimate issuer 
level risk scores relative to the market for financial reporting throughout 2014, and especially at 
the end of 2014 for 2016 pricing and year end valuation.   
 
We are using a distributed approach to risk adjustment reporting, just like we did for the 
Simulation project, where each issuer will run the Federal Risk Adjustment model code provided 
by Wakely and will send the summary, non-PHI results to Wakely.   
 
Wakely will compile the results at a state and market level and provide those results compared to 
issuer results to each issuer that participates in a particular state / market.   
 
Wakely will review the results for each issuer for reasonability and only include issuer results in 
the state / market total if reasonable.  We will contact issuers that submit unexpected results and 
work with them to identify and resolve any issues. 
 
  

                                                           
2 Analysis of HHS Proposed Rules on Reinsurance, Risk Corridors and Risk Adjustment – State Health Reform 
Assistance Network; Link: http://www.rwjf.org/files/research/20110812wakelystatenetwork.pdf 



November 4, 2013 
Wakely 2014 Risk Adjustment Reporting 
Page 3 

FEE STRUCTURE 
 
Fees for the 2014 Reporting Project will be discounted relative to the fees for the simulation 
project.  For issuers that participated in the simulation project, the fees will be equal to the per 
report, per market fee, discounted based on economies of scale that are yet to be determined.  
However, Wakely expects to discount fees at least 25%.   
 
 
WEB PLATFORM AND OTHER TECHNOLOGY 
 
Wakely has a secure web platform for downloading the software, and uploading and 
downloading results, including updated state level summaries.  We will send automatic emails 
when updated state level results are available.  There will be no additional charge for updates.  
All uploaded files will be encrypted.   
 
 
LEGAL CONSIDERATIONS 
 
Wakely requires a consulting services agreement (CSA) that contains confidentiality and 
indemnification provisions.  For issuers that signed a CSA for the simulation project, we have a 
draft addendum to that agreement for the 2014 Reporting Project that you can share with your 
legal department.       
 
 
TIMING 
 
The schedule below proposes five reporting runs (2013, Initial Filing, 2nd Qtr, 3rd Qtr and Year 
end) in all states with a supplemental run with data through March 30th in states that would 
allow updates through May 31, 2014 but not through June 30, 2014.  The Test Run is only for 
purposes of testing the process, code, and input files.  Market averages would not be shared and 
it would not be counted as a run for determining Wakely’s fees.   
 

Wakely 2014 Risk Adjustment Reporting 
Proposed Reporting Runs and Timing 

Description Service Dates Paid Through 
Output Sent to 

Wakely 
Final Output From 

Wakely 
2013 1/1/2013 - 12/31/2013 12/31/2013 1/31/2014 2/28/2014 

Test Run 1/1/2014 - 1/31/2014 1/31/2014 2/28/2014 3/31/2014 
Initial Filing 1/1/2014 - 2/28/2014 2/28/2014 3/31/2014 4/30/2014 

Supp. Pricing run 1/1/2014 - 3/31/2014 3/31/2014 4/30/2014 5/31/2014 
2nd Qtr 2014 1/1/2014 - 4/30/2014 4/30/2014 5/31/2014 6/30/2014 
3rd Qtr 2014 1/1/2014 - 7/31/2014 7/31/2014 8/31/2014 9/30/2014 

Year End 2014 1/1/2014 - 10/31/2014 10/31/2014 11/30/2014 12/31/2014 
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WHY WAKELY 
 
Wakely is uniquely qualified to complete this project because we have nationally recognized 
experts, have proven our capabilities through the Simulation Project, have experience in 
designing government program risk adjustment methodologies, and have extensive experience 
working for issuers on risk adjustment methodologies.  Therefore, we have a unique combination 
of expertise, credibility, and experience from federal, state and issuer perspectives.  This 
experience and expertise is not the combination of hundreds of consultants from a huge national 
firm, but from a relatively small, focused actuarial and information technology team at Wakely 
(approximately 10 individuals) who will be dedicated to this project for the remainder of 2013 
and throughout 2014.       
 
CONCLUSION 
 
Thank you for taking the time to read this project overview.  We are very excited about this 
project.  Please contact me at RossW@Wakely.com or (720) 226-9801 if you are interested in 
learning more about this important project. 
 
Sincerely, 
 

 
 
Ross Winkelman, FSA, MAAA 
Senior Consulting Actuary 
(720)-226-9801 


