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1332 Waivers

• Sec. 1332 of the Affordable Care Act permits a state to apply for a State Innovation 
Waiver (aka “1332 Waiver”) from the U.S. Dept of Health & Human Services (HHS) 
and the Department of Treasury, to pursue innovative strategies to provide access to 
high quality, affordable health insurance while retaining basic protections under the 
ACA.

• Must satisfy the following “guardrails”:

• Approved for 5-year periods with options for renewal.

• Feds released new guidance in October 2018

Note: Graphic borrowed from the NGA

Renamed “State Relief and Empowerment Waivers”



What is Reinsurance?

• “An insurance for insurers.”

• A mechanism insurers use to lower their exposure to very high, 
unpredictable expenses.

• Kicks in to cover some of the cost – that the insurance company 
would otherwise have to pay – once the total claim reaches a certain 
amount, or when enrollees have certain high-cost medical conditions.

• The ACA included a temporary national reinsurance program for the 
individual market, but only lasted through 2016.
• Financed through fees on individual and employer plans



What is Reinsurance?
There are a number of program design options.  The following two options 
have been chosen by the states so far:

Claims-based reinsurance

• Covers insurers for a portion of all high-cost claims within a specified dollar 
amount.
• For instance a reinsurance plan might cover 80% (coinsurance) of an individuals 

annual costs between $50,000 (attachment point) and $250,000 (cap).
• Most states that are doing state-based reinsurance programs have used this model

Conditions-based reinsurance

• Covers 100% of the claims for individuals with an identified high-cost 
medical condition.



STATE-BASED Reinsurance
How it works conceptually:

• The reinsurance program mitigates premium increases by a certain 
amount.

• As a result the federal premium subsidies are also reduced.

• Through the 1332 waiver, the state gets to keep these “pass through” 
savings to help fund the reinsurance program.

• To date, no state has been allowed to fund a state-based reinsurance 
program through federal pass-through dollars alone.
• State have also been expected to contribute additional state dollars.



Why many states have considered this:

• States were/are looking to stabilize their individual markets

• Many states were/are seeing large double-digit increases

• Carriers were/are threatening to leave markets that already had 
limited numbers of carriers in the individual market.

STATE-BASED Reinsurance
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VERMONT CONSIDERATIONS 
& DECISION POINTS

• How many people would this impact?

• What impact would it have on premiums?

• How much federal pass through dollars would we expect?

• How much state dollars will be contributed?  

• How would the state pay for it?

• What type of reinsurance program: claims-based or condition-based? 

• Application issues:
• Timing
• Needed resources and actuarial services


