




























Minnesota’s 

health plans 

are nonprofit 

agencies, 

but they are 

allowed to 

keep their 

surplus 

revenues 

from state 

programs.  
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In recent 

years, 

health 

plans have 

not 

reported 

aggregate 

losses from 

public 

programs.  
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However, 

health plans 

have 

consistently 

reported 

losses for the 

General 

Assistance 

Medical Care 

program.  
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Minnesota 

law no 

longer 

caps 

health 

plans’ 

maximum 

net worth.  
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The state’s 

use of 

managed 

care will 

not by 

itself 

ensure 

cost 

contain-

ment.  
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 DHS should 

collect more 

information 

on health 

plans’ 

subcontracts 

and provider 

payment 

rates. 
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The 

Department 

of Health 

relies largely 

on the 

Department 

of Commerce 

to assess 

health plans’ 

financial 

activities.  
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The Department 

of Commerce 

reviews the 

“reasonableness” 

of health plan 

expenditures only 

at a broad, 

aggregate level.  
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DHS does not 

collect 

detailed 

information on 

health plans’ 

administrative 

costs for 

public 

programs.  
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O.L.A. – February, 2008 

It is not entirely clear what 

constitutes an “actuarially 

sound” rate. There are no 

“actuarial standards of 

practice” that govern 

certification of rates for 

Medicaid programs.  
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DHS Electronic Newsletter 

With the filling of the PSD director position, which includes the 

MCPP division , former director Karen Peed will transition into a 

new role with HCA as a managed care consultant , reporting to 

the deputy assistant commissioner Jim Golden 

Mark Hudson, formerly the chief 

accounting officer at Blue Cross Blue 

Shield of Minnesota , began work Aug. 31 

as director of the new Purchasing and 

Service Delivery (PSD) division. 



Questions to DHS about 

competitive bidding and 

managed care  

Q:      Who is the actuary for the state and who is the 

actuary for the health plans? Does the consulting actuary 

for the state have any consulting contracts with the plans? 

 

A: DHS has a contract with Milliman for actuarial 

services related to Minnesota Health Care Programs. 

The current contract prohibits the actuary from 

entering into consulting contracts with health plans 

that deliver PMAP services.  Past administrations have 

permitted actuaries that contract with the state to enter 

into consulting contracts with health plans that have 

PMAP contracts.   

  

We do not know which staff the health plans would 

identify as contacts for actuarial work.  We recommend 

that you contact the health plans regarding this. 

 

Answers provided by Scott Leitz  (DHS) and David 

Greeman DHS) 

 









































HISTORY OF THE 

BLACK BOX 

While the growth of HMOs may help 
Medicare contain its costs, it has an 
important side effect: the loss of utilization 
data. No data are collected on the specific 
health care services received by beneficiaries 
enrolled in risk-contract HMOs. As more and 
more beneficiaries enroll in these programs, 
the detailed structure of health care for 
Medicare beneficiaries will increasingly 
become a “black box.” It is ironic that just as 
Medicare is beginning to better track patient 
outcomes 
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WHAT DO WE WANT? 

• Independent Third Party Audits-  Audits 

must be performed by someone who 

does not work for health plans or 

providers and isn’t paid by them. 

 

• Encounter Data (Claims) and Payment 

Data- Linked so that it can be seen what 

money goes to provide care.   

 

• A Prohibition On The States Actuary 

Serving As A Consultant To The States 

Health Plan Vendors (The State Of 

Minnesota and the Plans can’t use the 

same actuaries) 

 




