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2003 HOUSE STANDING COMMITTEE MINUTES

BILI/RESOLUTION NO. HCR 3066

O Conference Committee

House Human Services Committee

Hearing Date February 26, 2003

Tape Number Side A Side B Meter #
2 X 29.6 - 38.9
/. A
Comunittee Clerk Signature Majzﬁ\,% A7 o
Minutes: } U

‘q Rep. Sandvig appeared as prime sponsor with written testimony.
| Dave Zentner, Director of Medical Services for the Dept. of Human Services appeared aeutral on

the bill with written testimony.

Rep. Sandvig: When Medicaid covers the premiums, do the people already have the insurance

and then Medicaid just picks it up.

Answer: Yes, we just make sure that if its cost effective that they don’t drop the insurance, that

we pay the premium, If it shows that its not cost effective, then we will not pick it up.

Rep. Sandvig: This wouldn’t help somebody that wouldn’t have insurance in the first place.

Answer: That's cotrect, this is for people who lready have coverage.

No Opposition.

Rep. Price: Some of the these states that are referenced here ay having are definitely backing off

on some of their coverage's.
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House Human Services Committee
Bill/Resolution Number HCR 3066
Hearing Date February 26, 2003

In fact we’ve had one state report that they are so short of money overall, particularly in the
Medicaid that they are cutting their school year by 20 days,

Rep. Sandvig: Ithought this would put some pressure on the Department to check into some of
these because I don’t think they do everything they could do as far « s gnring for waivers and
things like that,

Rep. Pollert: I'm tired of people wanting to come after my income and moves a DO NOT PASS,
second by Rep. Portur.

Rep. Sandvig: The idea was to partner with private insurance to get people covered, there is no
program out there for those who don't have insurance.

Rep. Devlin noted we just studied this and there is no budget there for this,

Rep. Price: A lot of the States went into this in the just last 2 or 3 yrs and some of them are
backing out of it. They are just not being able to fund some of these things.

Rep. Potter: I would be interested in something down the line when finances are better.

Vote: 10-3-0 Rep. Porter to carry the bill.
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Date: February , 2003
Roll Call Vote #: {

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. HCR 30§6
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REPORT OF STANDING COMMITTEE (410) Module No: HR-35-3556
February 27, 2003 10:19 a.m. Carrler: Porter

Insert LC: . Title: .

N REPORT OF STANDING COMMITTEE
HCR 3066: Human Services Committee (Rep. Price, Chalrman) recommends DO NOT
) PASS (10 YEAS, 3 NAYS, 0 ABSENT AND NOT VOTING). HCR 3066 was placed on
the Eleventh order on the calendar.
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Ropresentative Sally Sandvig
District 21, Fargo
Study Resolution

Madam Chalrman Price and members of the
Human Services Committee:

For the record | am Representative Sally Sandvig
from District 21 In Fargo and I'm here as the
sponscr of this study resolution.

The purpose of this resolution is to look at the
possibility of the Insurance and Medicaid
Departments partnering with private insurance *
agencies and agents to encourage people to buy
private health Insurance. The state would set the
standards, review the products and rates, monlt;qr
the program, and educate the public. The
insurance companles would collect the premiums
pnd pay the claims. This would allow people to %9

.‘private Insurance before medicald. Employers o

- could sponsor and pay health insurance for
employees that would not have insurance coverage
otherwise, and get incentive payments from the
state for providing this coverage. They could pay f
50% and Medicald would pay the rest with a federal
prémium match. The private sector would be -
subsidized. We could expand or enhance coverage
from savings In other programs. We could also use
an employer sponsored insurance rebate program
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for providing a Family Health Insurance Assistance
Program, or allow tax deductions for partnership
policy. The money could come from unspent title
21 dolars, if avallable.

Another approach would be to reimburse the
premiums for people who purchase cost effective
insurance coverage. This could be done by using
vouchers or subsidies, or allow people to buy into
PERS.

States using some of these plans are Mississippl

where businesses buy into a program to help

employers cover more uninsured employees;

Texas, Pennsylvania, and Missourl give small
B employers incentive payments for providing .
| insurance up to 50% of the cost; Massachusets (
| where the Insurance provider must meet certain %

standards; lowa's Health Insurance Premium

Payments or HIPP, for employer coverage that

reimburses premiums for those not eligible for

coverage and in which the private sector is

subsldized; Oregon's stato funded Famlly Health

Assistance Plan, a subsidized program employer

plan; also New Jersey and Wisconsin's Badger pian.

These plans provide subsidies for people who

cannot afford health care, subsidize worker

contributions, offer subsidies to smail employers

and to Individuals and small firms to encourage

purchasing of coverage, or provide subsidies or

vouchers to use toward employer sponsored (
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)A coverage, or to directly buy insurance.

Idaho offers a state tax deduction for those who
buy Individual health care coverage,or on all
expenditures for health insurance. New York
indirectly subsidizes premiums by paying Healthy
New York insurers 90% of claims between
$30,000.00 and 100,000 dolars per member.

States pick up part of the cost of employer
provided health insurance for workers who couldn't
otherwise afford it. Some give tax credits If a
person pays a large share of the premlum and If
funds are avallable up front to buy insurance.

Please give this resolution a due pass
recommendation so we can study this issue.

Thank You.
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TESTIMONY BEFORE THE HOUSE HUMAN SERVICES COMMITTEE
( REGARDING HOUSE CONCURRENT RESOLUTION 3066
FEBRUARY 26, 2003

Chairman Price, members of the committee, | am David Zentner, Director of Medical s
Services for the Department of Human Services. | appear before you today to
provide information regarding this resolution. The Department’s position is neutral.

: When it is cost effective, the federal Medicaid program allows states to pay a po&lon
or the entire monthly private health insurance premium for individuals eligible for
Medicaid. The Department has been operating a premium assistance program in the
Medicald program since 1994. While the Department operates a premium assistance
program for the Medicaid program, it does not operate one in the SCHIP program.

In order to receive federal approval to operate an employer buy-in program under
SCHIP, states must demonstrate that the premium assistance will be directed to
employer plans that meet SCHIP requirements, including benefit standards, enroliee
cost-sharing limits, and minimum employer premium contribution levels. In addition,
states must show that buying the private insurance pian Is cost-effective in
comparison to the cost of covering the enrollee directly through the state SCHIP

T et i Al ATy T N~ ATt s vt 5 e
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7

program.

The Nor(h Dakota Legislative Council staff did prepare Information regarding
' | premium assistance programs and actions taken by other states In October 2001,
| and presented It to the Budget Committee on Health Care (see Attachment A),

|
{

| would be happy to respond to any questions you may have.
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, 39121 Prepared by the North Dakota Legislative Council
staff for the Budget Committee on Health Care
Gctober 2001
(’ PREMIUM ASSISTANCE PROGRAMS -

ACTIONS TAKEN BY OTHER STATES
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HOUSE BILL NO. 1441
Section 3 of 2001 House Bill No. 1441 directs the

Legislative Council to conduct a study of the coordina-
tion of the Healthy Steps and Medicaid programs,

Inciuding the feasibllity and desirabilty of seeking a

federal waiver to allow the Healthy Steps program to
provide family health insurance coverage through
employer-sponsored insurance policies,

ADULT COVERAGE THROUGH
THE STATE CHILDREN'S HEALTH

INSURANCE PROGRAM

The state children's health Insurance program
(CHIP) allows states to design and receive federal
funding for programs to provide heaith Insurance
coverage for low-income children under age 19 who are
not eligible for Medicaid. States have broad flexibility In
the design of their CHIP. However, states are generally
prohibited from using CHIP funds to cover adults,
except for adult coverage provided through a demon-
stration program implemented pursuant to a Section
1116 demonstration waiver.

FAMILY COVERAGE WAIVERS -
SECTION 2108

States may request a family coverage waiver from
the Centers for Medicald and Medicare Services,
formerly the MHeaith Care Financing Administration,
pursuant to Section 2106(c)(3) of Title XXI of the Social
Security Act. Section 2105 provides that federal funds
may be paid to a state for the purchase of family
coverage under an employer-sponsored group health
plan if the purchase of the family coverage is no
more than the cost of enrolling only the children
in the CHIP plan. The North Dakota Department of
Human Services has indicated that even though a
Section 2106 family coverage waiver allows CHIP funds
to be used for adult coverage, in order to Implement a
demonstration project to provide such coverage, a
Section 1115 demonstration walver must be obtalned.

DEMONSTRATION WAIVERS -

SECTION 1118
Section 1116 of Title XI of the Soclal Security Act
was enacted by Congress in 1962 to alow the Depart-
ment of Health and Human Services to wsive certain
requirements and authorize demonstration projects for
Medicaid, More recently, Section 1118 has been used

to authonize walvers for CHIP. Section 1116 waivers
are used by states to develop research and demonstra-

tion projects that provide innovative methods to promote
the objectives of a program. The walvers allow states
to receive federal matching funds for projects that would
not otherwise qualify for federal participation or would
qualify at a lower federal matching rate. As of

September 26, 2001, five states (Minnesota, New

Jersey, New Mexico, Rhode island, and Wisconsin)

have received approval for Section 1116 CHIP demon-
stration projects; seven states (Calfomia, Indlana,

Maryland, Minnesota, New Mexice, Chio, and Qregon)

have Section 1116 CHIP demonstration proposals
pending approval by the Centers for Medicaid and Medi-
care Services.

Guidelines issued by the Centers for Medicald and
Medicare Services in a July 2000 letter to state nealth
officals provide that in order to analify for a
Section 1115 demonstration project, a st  must:

s Operate its CHIP program for at least one year.

+ Submit all required enroliment reports and
.evaluations.

¢+ Offer its program statewide,

* Have open enroliment with no waiting lists.

* Fravide coverage for children up to age 19 with
family incomes up 1o at least 200 percent of the
federal poverty level,

* Cover lower Income (ndividuals in the group
targeted by the waiver before covering the higher
Income individuals in the group. A state may
not cover any population group at a higher
fedaral poverty level than the level for targeted
low-income children,

« Demonstrate that its application and redetermi-
nation process for CHIP and Medicald promotes
enroliment and retention of eligible children.

The July 2000 letier also provides that for demon-
stration projects that seek to cover populations other
than targetad low-income children, the state must show
that it has adopted at least three of the following five
policies and procedures in its CHIP and Medicaid
programs:

+ Use a joint, mall-in application and a common

application procedure for CHIP and Medicaid
(e.9., the same verficaton and Interview

requirements).

+ Eliminate  asset eligibliity
determination,

+ Provide continuous 12-month eligibility.
Offer presumptive eligibility for children,

tests for
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* Have simpliied coverage renewal procedures
_ that allow the establishment of continuing eligi-
bility via mall and, If the state operates a sepa-
‘ rate CHIP program, piovide for seamiess
transitions between Medicaid and CH!IP when a
child’s eligibility status changes.
A Section 1115 demonstration walver project must
contain specific objectives and must include a testing
cofitponent to determine if the objectives are met, If a
state meets the above criteria and receives approval for
a Section 1115 demonstration waiver, coverage can be
axtended to new population groups, such as parents of
eligible children or pregnant women. Several states
have used Section 1115 demonstration walivers to
provide adult and family coverage through a premium
assistance program for employer sponsored insurance.
Information regarding the plans implemented In four of
those states is provided below.

Massachusetts

MassHealth, the Massachusetts combined Medi-

cald 1116 demonstration and CHIP program, was
Impilemented in 1998 and provides health care coverage

either directly or by providing assistance in the

purchase of private coverage, such as employer-

sponscred health insurance. The goal of the project is

to increase health insurance coverage while curbing the

growth of disproportionate share hospitai and uncom-

. pensated care pool expenses.

' The MassHealth plan includes various programs to

k : provide coverage options based on the characteristics
and income of the recipient, including the MassHealth

: family assistance program which provides benefits to
‘ children and adults. Eligible children are those with
: gross family income betwsen 150 and 200 percent of
: the federal poverty level. Eligible children receive
premium assistance toward qualifying employer-
; sponsored health insurance, when available. If the
i family does not have access to qualifying employer-
' sponsored health Insurance, children receive services
through the MassHealth managed care plan. Adults

who work for participating employers and have tamily

incomes at or below 200 percent of the federal poverty

level qualify for premium assistancs payments through

the MassHealth family assistance program, The state

also provides an insurance partnership payment to the

participating employer to assist in the cost of providing

health Insurance to low-income employees. The
employer-sponsored Insurance must meet a basic

benefit level, and the employer must pay at least §0

parcant of the cost of the premium,

October 2001

New Jersey

New Jersey received approval in January 2001 for an
1116 walver demonstration project. New Jersey’s CHIP
demonstration project, called NJ FamilyCare, covers
uninsured parents and pregnant women with gross
ncome under 200 percent of the faderal poverty level.
As part of the demonstration project, premlum assls-
tance is provided for parents with incomes between 134
and 200 percent of the federal poverty level, if employer-
sponsored insurance is avallable and cost-effective
(i.e., the cost of family coverage is less than the cost of
adding the children to CHIP). The NJ FamilyCare
premium assistance program has the following require-
ments and features:

* The employer must contibute at least
60 percent of the premium cost,

* The cost to the state must be no more than the
cost of enrolling the children in the CHIP plan.

» There is a required six-month waiting period,
during which time the children may not have
had employer-sponsored coverage.

* If the employer-sponsored coverage does not
meet benchmark coverage standards, the state
provides wraparound coverage on a fee-for-
service basis,

¢+ Payments for the premium are made directly to
the employee.

The objectives of the 1116 demonstration project are

to demonstrate that:

* Providing family coverage will facilliate the
enroliment of uninsured children, will improve
the health status of covered children and their
families, and will complement welfare reform
activities.

+ Providing coverage to pregnant women with
family incomes up to 200 percent of the federal
poverty level will protect the health status of the
fetus.

Rhode Islard

Rhode [stand received approval in January 2001 for
an 1115 demonstration walver project. The demonstra-
tion project Includes establishment of the Rite Share
program, which subsidizes the costs of enrolling
Medicald-eligible families, pregnant women, and chil-
dren under the age of 19 in employer-sponsored health
insurance, Enroliment began on a pllot basis In
February 2001, and full implementation began In April
2001,

The goals of the Rite Share premium assistance
program are to:

+ [mprove the heaith status of Rhode Islanders by

improving access to and the quality of health

care,
» Reduce the rate of uninsurance in Rhode sland

by maximizing access to affordable health
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insurance through the use of both private and
public funds.

*» Serve as a pilt project for developing a
combined Medicald and CHIP premium assis-
tance program.

Rite Share participants receive heaith care services
through the provisions of their employer-sponsored
health plans. Benefits must be substantially similar to
those provided by Rite Care, the state’'s Medicaid
managed care demonstration project. The state pays
the employee’s share of the insurance premium directly
to the employer. The state also pays the deductibles,
copayments, and other cost-sharing obligations for
Medicaid-covered services. Services not provided
through the employer-sponsored Insurance are covered
under Medicaid on a fee-for-service basis, The state's
Rite Care and Rite Share plans cover the following
groups:

* Uninsured pregnant women under 250 parcent

of the federal poverty level.

* Chiidren up to age 19 below 250 percent of the
federal poverty level.

* Uninsured parents of enrolled children under
age 19 with incomes up to 185 percent of the
federal poverty level.

Wisconsin

Wisconsin received approval In January 2001 for an
1116 demonstration waiver project. The Wisconsin
combined CHIP and Medicald demonstration project,
known as Badger Care, provides coverage for parents
and children with family incomes up to 185 percent of
the federal poverty level. Parents can qualify for subsk
dies to enroll in employer-sponsored insurance, even if
the cost-effectiveness test is not met. The state wil
recsive the CHIP enhanced federal matching rate for
the costs of enriling both the parents and the children
if the cost-effectiveness test is met. If the cost-
effectiveness test is not met, the state will receivo the
regular Medicald matching rate and the family will be
covered through the state's Medicaid buy in program.
Once a family is enrolied, eligibikty is retained until the
family income reaches 200 percent of the federal
poverty level,

Families enrolled in employer-sponsored insurance
receive Medicaid wraparound coverage for services not
Included in the employer's plan. Families with income
above 160 percent of the federal poverty level pay a
premium equal to 3 percent of family income. The
employer must pay at [east 60 percent of the premium

October 2001

amount. Applicants who have had access to empioyer-
sponsored insurance during the past 18 months and
work for an employer that pays 80 percent or more of
the premium are not eligible to participate.

HEALTH INSURANCE FLEXIBILITY

AND ACCOUNTABILITY INITIATIVE

fn August 2001, the Centers for Medicaid and Medi-
care Services released guidelines relating to the Health
Insurance Flexbiilty and Accountability (HIFA)
(nitiative. This initiative encourages state Section 1116
walver demonstration projects to increase the number
of individuals with health insurance. The Initiative
encourages statewide projects that coordinate private
and public health insurance covarage and target Medi-
cald and CHIF resources to populations below 200
percent of the federal poverty level. The goals of the
HIFA initiative are listad by the Centers for Medicald
and Medicare Services as foliows:

* To encourage innovation in the use uf Medicald
and CHIP funds to increase hec'th insurance
coverage for iow-income Individuals,

* To give states the programmatic flexibility
required to increase private health insurance
coverage options.

* To simplify the 1115 waiver application process
by providing clear guidance and data templates.

* To Increase accountability in the state and
federal partnership by ensuring that Medicaid
and CHIP funds are effectively being used to
increase health insurance coverage, including
private health insurance coverage options.

* To give priority review to state proposals that
meet the general guidelines of the HIFA
Initiative,

The Centers for Medicaid and Medicare Services
has provided a template for state proposals; proposals
submitted based on the template model are to receive
priority review. The initiative allows expansion of a
state's Medicaid or CHIP. Medicaid proposals must be
budget-newral, meaning they cannui increasse federal
costs, Children's health insurance program proposals
must be allocation-neutral, meaning they can increase
a state's use of current CHIP allocations but cainot
result in the receipt of additional redistributed amounts.
Initial walvers will be granted for a five-year period, with
three-yaar extensions available. The HIFA Inltiative
offers states the increased programmatic flexibility of a
Section 1115 waiver through a simplified application
and approval process.
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