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§153.320

been completed, in the manner and
timeframe specified by HHS.

(i) The summary must include the re-
sults of a programmatic and financial
audit for each benefit year of the
State-operated risk adjustment pro-
gram conducted by an independent
qualified auditing entity in accordance
with generally accepted auditing
standards (GAAS).

(ii) The summary must identify any
material weakness or significant defi-
ciency identified in the audit and ad-
dress how the State intends to correct
any such material weakness or signifi-
cant deficiency.

(e) Timeframes. A State, or HHS on
behalf of the State, must implement
risk adjustment for the 2014 benefit
year and every benefit year thereafter.
For each benefit year, a State, or HHS
on behalf of the State, must notify
issuers of risk adjustment payments
due or charges owed annually by June
30 of the year following the benefit
year.

[77 FR 17247, Mar. 23, 2012, as amended at 78
FR 15527, Mar. 11, 2013; 78 FR 65093, Oct. 30,
2013]

§153.320 Federally certified risk ad-
justment methodology.

(a) General requirement. Any risk ad-
justment methodology used by a State,
or HHS on behalf of the State, must be
a Federally certified risk adjustment
methodology. A risk adjustment meth-
odology may become Federally cer-
tified by one of the following processes:

(1) The risk adjustment methodology
is developed by HHS and published in
the applicable annual HHS notice of
benefit and payment parameters; or

(2) An alternate risk adjustment
methodology is submitted by a State in
accordance with §153.330, reviewed and
certified by HHS, and published in the
applicable annual HHS notice of ben-
efit and payment parameters.

(b) Publication of methodology in no-
tices. The publication of a risk adjust-
ment methodology by HHS in an an-
nual HHS notice of benefit and pay-
ment parameters or by a State in an
annual State notice of benefit and pay-
ment parameters described in subpart
B of this part must include:

(1) A complete description of the risk
adjustment model, including—

45 CFR Subtitle A (10-1-14 Edition)

(i) Factors to be employed in the
model, including but not limited to de-
mographic factors, diagnostic factors,
and utilization factors, if any;

(ii) The qualifying criteria for estab-
lishing that an individual is eligible for
a specific factor;

(iii) Weights assigned to each factor;
and

(iv) The schedule for the calculation
of individual risk scores.

(2) A complete description of the cal-
culation of plan average actuarial risk.

(3) A complete description of the cal-
culation of payments and charges.

(4) A complete description of the risk
adjustment data collection approach.

(5) The schedule for the risk adjust-
ment program.

(c) Use of methodology for States that
do not operate a risk adjustment program.
HHS will specify in the annual HHS no-
tice of benefit and payment parameters
for the applicable year the Federally
certified risk adjustment methodology
that will apply in States that do not
operate a risk adjustment program.

[77 FR 17247, Mar. 23, 2012, as amended at 78
FR 15528, Mar. 11, 2013]

§153.330 State alternate risk adjust-
ment methodology.

(a) State request for alternate method-
ology certification. (1) A State request to
HHS for the certification of an alter-
nate risk adjustment methodology
must include:

(i) The
§1563.320(b);

(ii) The calibration methodology and
frequency of calibration; and

(iii) The statistical performance
metrics specified by HHS.

(2) The request must include the ex-
tent to which the methodology:

(i) Accurately explains the variation
in health care costs of a given popu-
lation;

(ii) Links risk factors to daily clin-
ical practice and is clinically meaning-
ful to providers;

(iii) Encourages favorable behavior
among providers and health plans and
discourages unfavorable behavior;

(iv) Uses data that is complete, high
in quality, and available in a timely
fashion;

(v) Is easy for stakeholders to under-
stand and implement;

elements specified in
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