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WiSCONSIN LEGISLATIVE COUNCIL STAFF MEMORANDUM

One East Main Street, Suite 401; P.O. Box 2536: Madison, W1 33701-2536
Telephone (608) 266—1304
Fax (608) 266-3830

DATE: October 19, 1995

TO: REPRESENTATIVE SHERYL ALBERS, CHAIRPERSON, ASSEMBLY
COMMITTEE ON INSURANCE, SECURITIES AND CORPORATE
POLICY

FROM: Gordon A. Anderson, Senior Staff Attormey

SUBJECT: Legislative Audit Bureau Report 93-10, Relating to the Health Insurance Risk
Sharing Plan

This memorandum provides a brief description of the suggestions and recommendation
made in Legislative Audit Bureau (LAB) Report 93-10, An Evaluation of the Health Insurance
Risk Sharing Plan (HIRSP). This memorandum describes both the single recommendation made
by the LAB and the items suggested for consideration by the Board of Governors or the Legisla-

ture. Each recommendation or suggestion is described under the appropriate subject heading
taken from the Report.

1. Limits on bili

The LAB Report notes that Wisconsin places limits on eligibility and benefits, including
age limits, waiting periods and maximum benefit levels. And although those limitations were
found by the LAB to be comparable to those in other states, the Report notes that consumer and
patient representatives expressed concern that these provisions limit access 10 health care or
cause financial hardship for individuals. The Report stated that the Legislature may want 1o
consider expanding HIRSP or easing its eligibility requirements to meet these needs, “although
such steps are likely to further increase HIRSP costs.”

2. Waiting Periods

The Report notes that the financial hardships that may result from a waiting period for
newborns is a concern. The Report notes that the Board of Governors requires that a medical
condition existing when a baby is born must be treated as a pre-existing condition subject to the
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six-month restriction when the parents apply for HIRSP coverage of the child. The LAB also
noted that 1991 Wisconsin Act 23 requires every health insurance policy to provide coverage of
a newly born child of the insured from the moment of birth regardless of whether the policy
covers other dependents and that the Board intends to seek an exemption from this provision
because HIRSP does not provide family coverage.

B. CONTROQLLING PLAN COSTS

1. Additional Insurer Assessments

The Board noted that there is a $1,750 assessment created by the Legislature to discour-
age insurers from discontinuing or substantially reducing coverage for high-risk individuals who
are, as a result, forced into HIRSP. The Report notes that since the date of enactment, August
1991, no assessments had been levied and it appeared that there would be few, if any, in the
future. The Report suggests that:

a. The Board could identify insurers who should face additional assessments when their
underwriting practices result in individuals becoming eligible for HIRSP, by amending the
HIRSP application to request additional information on the status of the applicant’s previous
health insurance coverage.

b. When applicants are likely to need costly medical care, insurers may be more willing
to pay $1,750 than to assume large risks, consequently, to create an effective deterrent, the
Legislature may need to establish a significantly higher assessment level.

2. Reduced Paymenis to Providers

The LAB Report notes that 1991 Wisconsin Act 269 reduced payments to providers of
care to HIRSP participants by 10% and that providers felt that this is unfair. It noted that at least
10 other states’ risk sharing plans have provider representation on their governing boards. The
Report states that if the Legislature believes health care provider participation could help identi-
fy other ways to reduce HIRSP’s medical costs, it could amend the statutes to provide for health
care provider representation on the Board of Governors.

3. Hospital Preadmission Review

The Report notes that the Office of the Commissioner of Insurance (OCI) has contracted
with a private firm to review medical necessity of hospital admissions for HIRSP policyholders.
However, the effect has been limited according to the Report. The Report recommends several
steps to take to increase savings from a hospital preadmission review process:

a. The Board could establish incentives to encourage policyholder compliance with a
preadmission review requirement. If there is concern about financial hardship, the provision
could be structured to reduce the penalty for policyholders who receive premium subsidies or to
waive the penalty if a policyholder demonstrates to the Board that the penalty would result in
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“undue hardship.” As an alternative, the Board could establish lower penalty levels for first
instances of noncompliance and higher levels for cases of repeated noncompliance.

b. The Board may also want to consider extending the preadmission review process
requirement to other areas of potentially high cost medical procedures, for example, for home
health care, durable medical care and hospice use.

c. At a minimum, the Board of Governors needs to improve reporting by the utilization
review firm, so that it can better assess and identify ways to improve the effectiveness of the
hospital review process.

d. The Board needs to require increased coordination and exchange of claims informa-
tion between the plan administrator and the utilization review board and, therefore, the LAB
recommended that the Board establish reporting requirements that assist in assessing and
improving the effectiveness of the preadmission review process. [This is the only “recommen-
dation” made by the LAB.]

4. Managed Care Plans

The Report notes that the Board was considering various incentives to encourage policy-
holders to select managed care plans and was considering lower deductibles or copayments
because the Board does not believe the statutes allow it to differentiate policy premium rates
based on participation in a health maintenance organization (HMO) or preferred provider orga-
nization (PPO). The Report recommends, as an alternative, that the Legislature may need to
consider mandating the use of managed care plans if a sufficient number of policyholders do not
voluntarily choose those options.

. F IDE A

1 rdabili oncerns

The Report notes that the Legislature could consider various options to address concerns
about future affordability and equity of premiums, including returning the premiums to a mar-
ket-driven formula and expanding the subsidy program. However, unless other changes are
made, these steps are likely to shift the costs back to the insurers, “which have experienced
significant increases in their assessments and are likely to strongly resist efforts to further
increase their assessments.”

, n’s Future Direction

The Report notes rising medical costs, increasing demands on the policyholders and
insurance industry to fund HIRSP costs and the concerns that HIRSP is not available to those in
need of its coverage require the Legislature to analyze HIRSP’s future direction and level of
support the state should provide to HIRSP. The Report suggests that:




a. If the Legislature chooses to place a priority on availability and affordability to those
already being served by the plan and consider expanding it to those currently excluded coverage,

it may need to consider increasing the amount of general purpose revenue (GPR) for HIRSP or
providing other sources of revenue.

b. Conversely, if the rising costs continue to be a major concern, it may be necessary
for the Legislature to place additional restrictions on HIRSP, control costs such as through
penalties 10 encourage compliance with the HIRSP preadmission review process, and consider
eliminating the current fee-for-service plan and offering only managed care plan options with
significant penalties for policyholders who do not use HIRSP’s selected providers.

Further, the Legislature may want to consider steps that other states have taken to limit
the size of their plans, such as limiting the number of individuals enrolled in HIRSP based on
available funding, limiting the amount of available benefits in a year and increasing the policy-
holders’ deductible and copayment levels, which have remained unchanged since HIRSP was
created, “although higher deductible and copayment levels will also reduce the plan’s affordabil-
ity for some individuals.”

If you have any questions or if [ can be of any further assistance, please let me know.
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THE WISCONSIN HEALTH INSURANCE RISK-SHARING PLAN
1981-1993

BACKGROUND

The Health Insurance Risk-Sharing Plan (HIRSP) was enacted by the Wisconsin Legislature as part of
the Laws of 1979, and is set forth at Subchapter Il of ch. 619, Wis. Stat. HIRSP is governed by an eight-
member Board of Governors (Board), made up of four representatives of insurers, three public members,
and the Commissioner of Insurance. The Commissioner serves as the chair. A list of current Board
members is attached as Appendix 1. The Board's duties and responsibilities include: (1) selecting an
administrator for the plan, (2) setting and collecting assessments of insurers to cover the plan deficits,

(3) establishing a payment rate for covered plan expenses, (4) publicizing the plan, (5) establishing
procedures under which applicants and policyholders may have grievances reviewed by an impartial
body, and (6) reporting to the legislature on the operation of the plan.

Efforts to initiate this legislation came largely from the Center for Public Representation, a Madison-
based public interest law firm, with the assistance of many advocacy groups such as the Wisconsin
Epilepsy Foundation, the Mental Health Association in Wisconsin, and the Curative Workshop of
Milwaukee. In the late 1970s, the Center for Public Representation had engaged in numerous studies
with regard to the availability of health insurance to medically high-risk individuals in Wisconsin. They
concluded that many individuals were uninsurable and this number was increasing steadily. Due to the
private market’s failure to provide insurance to higher risk individuals, the center recommended that a
mechanism be created to ensure health care coverage for the uninsurable.

Shortly thereafter, a Legislative Council study committee began to explore the concept of a state-run
health insurance pool for medically high-risk individuals who were unable to obtain health insurance in
the private market due to their physical or mental health condition. The committee researched various
models for structuring and financing such a pool. They focused on the states of Connecticut and
Minnesota, which were at that time the only two states that had any type of pooling mechanism in effect.
Minnesota ultimately served as the model for the Legislative Council's proposal.

At the same time that the Legislative Council was preparing this bill, a number of legislators also took
interest in this issue. Several competing bills were introduced in late 1979 and early 1980. As a result of
compromises among the sponsors, the current law evolved and was enacted, and the first HIRSP
policies became available in July 1981. '

At the start of the program the number of Wisconsin residents under age 65 who were unable to
purchase adequate health insurance due to their heaith condition and therefore would be eligible for
HIRSP was difficult to project; enroliment of approximately 3,000 to 5,000 individuals was not considered
to be an unrealistic estimate by those involved in the process. It was obvious that a number of factors
would have an impact on these estimates: the benefit levels, the design of HIRSP, including the cap on
lifetime payouts, the length of time for the waiting period for preexisting conditions, the eligibility criteria,
the financing of HIRSP, and the cost-sharing. In addition, it would be necessary to mount an extensive
education and outreach program for providers, advocacy groups, insurance agents, and others to ensure
that potential applicants were made aware of HIRSP. ,

Two major medical policies are currently available to eligible persons under HIRSP: Plan 1 and Plan 2.
Plan 1 is for individuals who need a standard, comprehensive major medical policy and are not eligible
for Medicare. Plan 2 is for individuals under age 85 who are eligible for Medicare by virtue of suffering
from a long-term or permanent physical or mental disability.



Figures 1 and 2 show the enroliment growth in HIRSP from 1981 to 1993. As the figures show, growth
was steady but slow in the early years of the program. Enroliment grew dramatically from 1987 to 1992
due to several factors such as increased awareness of HIRSP, the growth in the size of the medically
uninsurable population, and efforts to increase HIRSP affordability. The slight decrease in enrollment
from 1992 to 1993 is attributed to new legislation that restricts medical underwriting in the small group

insurance market.
FIGURE 1

POLICIES IN FORCE BY YEAR

Plan 1 Plan 2
1987 2,143 333
1988 3,350 410
1989 5,526 551 6,077
1990 8,529 758 9,287
1991 10,994 1,015 12,009
1992 11,388 1,319 12,707
1993 10,497 1,548 12,045
FIGURE 2

TOTAL POLICIES IN FORCE BY YEAR
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Since HIRSP's creation, there has been a continuing debate about whether HIRSP is an insurance plan
or a social program. Some people believe it should be made available to all medically uninsurable, while
others feel only individuals able to pay the premiums should be eligible. The divergence of opinion
obviously has an effect on decision-making with regard to financing mechanisms, eligibility criteria,
benefits, and coverage levels and has ultimately had an impact on the number of individuals who may be

insured.




ELIGIBILITY

When HIRSP was created, one of the critical questions was-how to determine who was eligible to
participate. Since the goal was to provide health insurance for those individuals who were medically
high-risk and had been rejected in the private market, advocacy groups believed that it should not be
overly burdensome for potential policyholders to get into HIRSP. Insurers wanted assurance that no one
who could be served in the private market would be lost by the industry.

There were lengthy discussions on this issue, resulting in the following eligibility criteria:

«  Notices of rejection or cancellation from two or more private health insurers.

. Notice of a reduction or limitation in health insurance coverage, which substantially reduces
coverage when compared to coverage available to persons considered to be standard risk.

+  Notice of an increase in premium of 50% or more for a current policy, unless such increases apply to
substantially all the insurer's health policies.

« A notice of premium rate increase for heaith insurance applied for but not yet in effect. This notice
must be from one or more insurers, and must exceed by at least 50% the premium charged to a
person considered to be standard risk.

A Wisconsin resident under age 65 was determined to be eligible to apply to HIRSP if any one of the
above criteria were met.

In 1986, following a survey of HIRSP policyholders and a discussion by the HIRSP Board, a report was
prepared which recommended several modifications in HIRSP. This included reducing the number of
rejections from two to one needed to qualify for HIRSP. This modification was enacted into law in 1987.

In 1991, another major change concerning eligibility requirements went into effect, prohibiting HIRSP
coverage for any person who is eligible for health care benefits provided by an employer either on a self-
funded or insured basis. In the budget bill passed in April 1992, a provision was made whereby
individuals eligible for HIRSP could be offered the option of enrolling in alternative plans that use
managed care and provide benefits that are similar to the benefits provided under HIRSP. A person who
enrolls in such an alternative plan will be ineligible for HIRSP for 12 months after enrolling in the plan.
As of this date, due to pending actions on both the state and federal level concemning health care reform,
the HIRSP Board has not yet developed an alternative plan for HIRSP policyholders.

In an effort to contain costs, HIRSP was granted the authority to establish managed-care provisions in
HIRSP. In 1988, the Office of the Commissioner of Insurance contracted with PROMED, a firm that
conducts utilization review of hospital use within health insurance plans. PROMED's goal was to reduce
medical care costs by monitoring unnecessary admissions and longer than necessary hospital stays,
while encouraging the use of outpatient services. Three years later, in 1991, the contract was rebid. The
current cost-containment contractor is Meridian Resource Corporation, a subsidiary of Blue Cross & Blue
Shield United of Wisconsin. Meridian Resource provides preadmission review of hospital admissions,
concurrent review of hospital stays, and large case management.




BENEFIT LEVELS

From the beginning there was substantial lobbying from various interest groups, particularly health care
providers, with regard to benefits that would be covered under HIRSP. For example, chiropractic
coverage is included in HIRSP, despite the fact that some advocates felt that those most likely to rely on
HIRSP might have greater need for other benefits such as long-term care or maintenance therapy. It
was accepted, however, that the individuals who would participate in HIRSP would require a high level of
health care services, and that adjustments to benefit coverage might need to be made in the future when
more precise information about the HIRSP population became available.

HIRSP offers two plans. Plan 1 has a $1,000 deductible and an 80/20 copayment on the next $5,000 of
benefits. Plan 2, a medical disability supplement policy for those who are under age 65 and on Medicare
due to a long-term or permanent physical or mental disability, has a deductible equal to the Medicare
Part A deductible, and a maximum out-of-pocket expense of $500. After the deductible and out-of-
pocket are met, the plan pays 100% of covered services, including prescription drugs.

Waiting Period for Preexisting Conditions

For any policyholder in Plans 1 or 2, the statutes provide that any condition which has been diagnosed or
treated in the six months preceding the date of acceptance into HIRSP will not be covered for the first
six months of HIRSP coverage. Originally, this waiting period for coverage of preexisting conditions was
30 days but this was modified in 1983 to reduce deficits and to slow down the increases in premium
rates.

Lifetime Benefit Limitation

The lifetime maximum benefit which any Plan 1 or Plan 2 policyholder may receive for all medical
conditions began at $250,000. In 1987, it was enacted into law to increase the lifetime limit of benefit
coverage to $500,000.




Covered and Excluded Expenses

The current benefits available to HIRSP policyholders include coverage of the usual and customary
charges for the following services:

Covered Services and Supplies

.

Hospital services

Basic medical-surgical services including
both in-hospital and out-of-hospital medical
and surgical services, diagnostic services,
anesthesia services, and consultation
services

In-hospital treatment for 30 days per
calendar year for alcoholism and drug
abuse and 60 days for mental and nervous
disorders

Outpatient services for alcoholism, drug
abuse, and mental and nervous disorders
(to a maximum of $2,500 per year)
Prescription drugs

40 home health care visits per year

(365 visits for persons on Medicare when
combined with Medicare benefits)
Radium and other radioactive materials
Oxygen

Anesthetics

Prosthesis other than dental

Durable medical equipment and supplies
other than eyeglasses and hearing aids
Diagnostic X-rays and laboratory tests
Oral surgery for partial or completely
unerupted, impacted teeth

Oral surgery with respect to tissues of the
mouth when not performed in connection
with the extraction or repair of teeth
Physical therapy

Ambulance service

30 days of skilled nursing care following a
hospitalization (120 days for persons on
Medicare)

Processing charges for blood

Services and supplies for treatment of
diabetes, including outpatient education
program

Processing charges for blood

Use of disposable medical services
Chiropractic services

Routine mammography for women age 45
and older

Papanicolau tests, pelvic exams, or
associated laboratory fees when the test or
examination is performed by a licensed
physician or a licensed nurse practitioner
Diabetes treatment and outpatient self-
management education program

gqpnlles and Services NOT Covered

Experimental treatment

Cosmetic treatment

Custodial care

Private room if not medically necessary
Eyeglasses and hearing aids

Dental care

Routine physical exams

lliness or injury due to acts of war
Replacement fees for the first three pints of
blood

Charges in excess of usual and customary
charges

Charges for care which is not medically
necessary

Expenses incurred before effective date of
coverage

Expenses incurred after insurance ends
Expenses for which benefits are payable
under a worker's compensation or other
similar law

Expenses for which benefits are payable
under other insurance policies or
govermnment programs, such as Medicare or
the U.S. Veteran's Administration

Services or supplies not within the scope of
the authorized practice of the instifution
providing the services or supplies

Personal services or supplies provided by a
hospital or nursing home or any other '
nonmedical or nonprescribed service or
supply

Expense incurred for procedures or services
that are of questionable medical value,
experimental, or investigative (except drugs
for the treatment of HIV infection)




FINANCING HIRSP

When HIRSP was created, there was an explicit expectation by the legislature that premiums paid by
policyholders would eventually cover the costs of claims and expenses. It was specified that after a
three-year period of subsidy, provided through assessments on all health insurers and all self-insured
health plans doing business in Wisconsin, HIRSP would become self-sufficient.

The legislature recognized at the time that the issue of assessments on self-insurers was a potential
problem. However, the case law on the issue was not clear-cut, and a determination was made to
include self-insurers in the assessment formula. As a result of subsequent litigation (General Split
decision 523 F. Supp 427) and Supreme Court decisions which held that the states may not deem an
employe welfare benefit plan to be insurance for any type of state regulation, including assessments, the
legislature eliminated self-insurers from the assessment base for HIRSP. The entire burden of financing
HIRSP was therefore placed on HIRSP policyholders and the insurance industry.

In 1984, the HIRSP Board determined that this was an inequitable method of funding deficits. The Board
requested that the legislature use general purpose revenue (GPR) as a funding base to offset any losses,
and that the insurer assessment be phased out over four years. The statutory changes needed to
accomplish this failed to be adopted by the Joint Finance Committee as part of the 1985-1987 budget
bill, and the assessment subsidy from insurers continues.

The original legislation also set a "cap" on policyholder premium rates for the first three years, yielding a
rate of no more than 130% of the amount paid for standard health care coverage in the Wisconsin
private market. In the 1983-1985 budget bill the premium "cap" was increased to 150%. It was
estimated that premium increases of 370% would be necessary for HIRSP to become self-sufficient. On
January 1, 1987, rates were reduced by 10%, based on an actuarial study which showed that rates in
effect at the time exceeded the statutorily required 150% of the standard rate.

In the fall of 1988, the Actuarial Committee of the HIRSP Board recommended a rate increase because
they found existing rates to be considerably below 150% of the standard rate. This rate increase was
initially denied by the legislature. Finally, on June 1, 1990, new rates went into effect. Costs to
policyholders increased on average by 10%. In July 1991 rates further increased by 28% and the
legislature changed the method by which HIRSP rates are calculated. Instead of being fixed at 150% of
standard rates, rates are now set to recover 60% of program operating and administrative costs. In July
1992 a three-zone rating schedule went into effect. The rating zones are based on age, gender, and
varying health care costs between rural and urban areas. Policyholders living in urban areas are
assigned higher premiums because of the generally higher cost of health care in an urban setting.
Subsidies are available for lower income policyholders. These are discussed later in this report.

The same legislation that made the above-described changes also included a mandate that HIRSP
reduce all eligible payments to health care providers by 10%. This law, s. 619.15 (3) (e), Wis. Stat.,
requires the HIRSP administrator to determine all amounts payable to providers and then reduce these
by 10%. Providers are prohibited by law to bill HIRSP policyholders for that 10% balance of charges.
The purpose of this law is to limit increases in HIRSP claim costs.

In summary, there are four sources of funding for HIRSP: (1) premiums paid by policyholders; (2) state
GPR which fund, in part, the premium and deductible subsidy program for low-income policyholders;
(3) assessments of health insurance companies doing business in Wisconsin; and (4) discounts from
providers who, since May 1, 1992, receive only 90% of usual and customary charges for their services
under HIRSP.




The new rates for Plan 1, effective July 1, 1994, are shown in the following tables:

MAJOR MEDICAL. PLAN
Males
AGE GROUP ZONE 1 ZONE 2 ZONE 3
0-24 $1,404 $1,260 $1,128
25-29 1,416 1,272 1,140
30-34 1,620 1,464 1,296
35-39 1,668 1,500 1,332
40-44 2,064 1,860 1,656
45-49 2,556 3,304 2,040
50-54 3,192 2,868 2,556
55-59 3,048 3,552 3,156
60-64 4,632 4,164 3,708
MAJOR MEDICAL PLAN
Females
AGE GROUP ZONE 1 ZONE 2 ZONE 3
0-18 $1,404 $1,260 $1,128
19-24 1,920 1,728 1,536
25-29 1,932 1,704 1,548
30-34 2,160 1,944 1,728
35-39 2,184 1,968 1,752
40-44 2,484 2,232 1,992
45-49 2,844 2,556 2,280
50-54 3,228 2,904 2,580
55-59 3,660 3,330 2,928
60-64 4,068 3,660 3,252

Zone 1; Milwaukee area
Zone 2;: Southeast Wisconsin
Zone 3: Rest of state




Average premium rate changes over the years are reflected in Figure 3.

FIGURE 3

Average Premium Increases
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Since the inception of HIRSP in 1981, participating insurers have been assessed the following amounts
to make up the difference between premiums collected and benefits paid. Figure 4 below shows insurer
assessments since the program began. As this figure indicates, assessments have grown in the last
two years because HIRSP enroliment has increased and health care costs continue to increase steadily.
Although HIRSP enrollement has declined over the past year, claim payments have continued to
increase. In 1993 a total of 266 companies were assessed, based on the amount of health insurance
business they do in Wisconsin.

FIGURE 4

HIRSP ASSESSMENTS ON PARTICIPATING INSURERS
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The magnitude of recent assessments has resulted in considerably more pressure by insurers to change
the funding for the program.




SUBSIDIES

Over the years it became increasingly clear to the HIRSP Board that a number of individuals who were
medically eligible for HIRSP were unable to afford the premiums and therefore remained uninsured. In
addition, surveys of policyholders in 1982 and 1984 indicated that more than 50% had household
incomes below $12,000, and that these individuals were undergoing severe personal financial hardship
to pay premiums. In 1993, nearly one-half of surveyed respondents said they ended their HIRSP
coverage because they could not afford the premium rates. :

The Board requested that the legislature provide GPR funds to extend relief to low-income policyholders,
enabling them to continue their health insurance coverage. Consistent with the legislature's intent to
make affordable health insurance available to low-income Wisconsin residents, a fund was set up
effective July 1, 1985, to help low-income policyholders pay their HIRSP premiums. Eligibility for
premium reduction was initially based on an income level below $16,500, as defined by the Wisconsin
Homestead Credit Form H. A sliding scale of percentage of premium reductions ranged from 6% to
30%. The first year the premium subsidy was in effect, 603 individuals applied and were found to be
eligible, using $124,816 of the available funds for the first year of the program. On December 31, 1991,
2,688 individuals, about one-fourth of HIRSP policyholders, were enrolled in the subsidy program, for a
total of $667,230. The premium subsidy program was expanded to include subsidizing of the $1,000
deductible paid by these policyholders. It is reduced by $0 to $500 depending on income. An allocation
of $937,500 in fiscal-year 1991 provided for deductible and premium reductions as follows:

Policyholder Annual Deductible Reduction Per Proposed Percent Premium
Household Income Policyholder Reduction
$ 0 to $5,999 $500 ‘ 33-1/3%
6,000 to 8,999 400 33-1/3
9,000 to 11,999 300 29
12,000 to 14,999 200 23
15,000 to 17,999 100 17
18,000 to 19,999 0 0

The above susbsidy schedule was in effect for policyholders until July 1992. At that time, a new subsidy
schedule went into effect, when policyholders with an income level below $20,000, became eligible for a
premium reduction. This increased enroliment in the subsidy program to 3,780 individuals, an 8%
increase, in December of 1992. The following shows the impact of increasing the household income
ceiling from $16,500 to $20,000. Even though the change was in effect only for the second half of the
1991-1992 fiscal year, the impact is readily apparent.

HIRSP Premium and Deductible Subsidy Program Payments
State General Purpose Revenue

Fiscal Year Premium Subisdy Deductible Subsidy Total

$ 152,200 $ 0 $ 152,200
208,900 208,800
225,500 37,100 262,600
343,800 80,400 424,200
609,700 128,700 738,400
895,200 203,800 1,089,000

1,569,500 240,100 1,808,600




The current subsidy levels can be broken down as follows:

Standard rate applies only to those premium rates charged to policyholders receiving the subsidy for
premium and deductible. These rates are a reflection of industry standard rates for a policy similar to
HIRSP in coverage.

Each year, the HIRSP Actuarial Committee surveys the top 25 health insurers in Wisconsin, regarding
the premium they charge for policies similar to HIRSP. From the responses, the actuaries on the
committee determine what the average industry standard is. This is the base amount used in calculating
rates and is the amount that policyholders at the lowest income level (30 to $10,000) pay for premiums.

CLAIMS DATA

Since July 1981 when the first HIRSP policies were accepted by Mutual of Omaha, through December
1991, 6,311 different individuals submitted claims. 74% of the individuals submitting claims incurred
less than $10,000 in covered benefit costs; 23% have had claims paid of $10,000 to $100,000 each; 1%
had claims between $100,000 and $200,000; 0.02% had claims totalling between $200,000 and
$300,000; 0.06% incurred between $300,000 and $400,000 in claims; and one individual had claims
between $450,000 and $455,000. The cumulative total of claim dollars paid out between 1981 and 1991
was $69,281,936.

Figures 5, 6, and 7 show the top 10 Diagnostically Related Groups (DRGs) by incurred charges and total
admissions, and the top 10 hospitals in overall payments, for July 1, 1993, to December 31, 1993,
respectively. Due to the change in administrators in 1993, claim data is only available from July 1, 1993,
to December 31, 1993.
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FIGURE 5

HIRSP COMBINED
TOP 10 DRGs BY PATIENT
07/01/93-12/31/93

DRG

i Psychoses

~ Other Cardiovascular Procedure

© Major Joint Surgery/Reconstruction

© Coronary Bypass W/O catheter

- Coronary Bypass WrCatheter

Cardiac Valve Surgery W/Catheter

© Chemotherapy

© Cardiac Valve Surgery W/O Catheter
Major Bowel Surgery wcc

Major Cardiovascular Procedure w/cc

= Subtotal

Other DRGs

ALOS = Average Length of Stay

FIGURE 6

HIRSP COMBINED

TOP 10 DRGs BY FREQUENCY
07/01/93-12/31/93

DRG ALOS
Psychoses 13.95
Major Joint Surgery/Reconstruction 6.91
Other Cardiovascular Procedure 4.63
Chemotherapy 6.46
Substance Abuse 7.66
Stomach/Intestine infection w/cc 3.55
Circulatory Disorder W/Cardiac Catheter 273
Angina Pectoris 2.50
Circulatory Disorder w/Cardiac Catheter 5.67
Chest Pain 2.05
Subtotal 7.18
Other DRGs 7.23
Total 7.22

ALOS = Average Length of Stay

11




| FIGURE 7

} SUMMARY OF MOST FREQUENTLY UTILIZED INPATIENT FACILITIES
07/01/93-12/31/93

Lo TOTAL . L TOTAL:

T © o TOTAL .. TOTAL. - AVG.PAID -
7 PAYMENTS L - ADMITS

J St. Josephs Hoipital, Marshfield

, $ 539,650 83 426 $1,266.78
‘l St. Lukes Med. Ctr., Milwaukee 912,546 82 736 1,239.87
@ University Hospital, Madison 826,354 81 1,065 775.92
St. Vincents Hospital, Green Bay 485,925 63 298 1,630.62
Froedtert Mem. Hosp. Milwaukee . 531,026 42 516 1,029.12
Columbia Hospital, Milwaukee 334,945 36 325 1,030.60
Meriter Hospital Inc., Madison 238,577 34 253 942.99
Waukesha Memorial Hospital 268,337 32 225 1,192.61
St. Elizabeth Hospital, Fond du Lac 150,206 31 172 873.29
5 Theda Clark Reg. Ctr., Neenah 196,352 29 177 1,109.33
| Subtotal 4,483,918 513 4193 1,069.38
‘ Other Facilities ‘ 6,543,899 988 6,639 985.68
Total $11,027,817 1,501 10,832 $1,018.08

POLICYHOLDER SURVEYS

The HIRSP Board has surveyed HIRSP policyholders several times to obtain their perceptions about the
operation of HIRSP and to gather demographic data about the current policyholder population. In March
of 1993, survey questionnaires were mailed to all policyholders; 4,418 replies were received.

Analysis of data of this policyholder survey sample were similar to earlier surveys and showed the
following:

« HIRSP has a relatively older population, with 51.9% of the policyholders over the age of 56.
- A majority (57.2%) of the policyholders are female.
- Most (62.6%) individuals are married.
- 14.5% of the sample have two or more persons in immediate family enrolled in HIRSP.
« 34.4% of the policyholders are from Madison and the Milwaukee area.
- Only 52.4% of the policyholders are employed.
- Approximately one-half of the respondents (51.5%) have been enrolled in HIRSP for more than
two years.
- 85.7% of the sample are not currently seeking other insurance.
«  51.2% of the sample say their total covered expenses in one year have been less than their
deductible.
- Many respondents have ongoing expenses that are not covered by HIRSP:
44.3% have dental costs not covered.
30.3% have medication that is not covered.
36.7% have optical costs that are not covered.
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Survey results from the spring of 1991 survey also detail levels of satisfaction with HIRSP and yield
information about the design and operation of HIRSP as perceived by policyholders:

« A high percentage (78.7%) found out about HIRSP through their insurance agent and 70.6% of those
individuals feel that the agent provided a clear explanation of HIRSP.

Almost all (90.2%) felt that the policy and outline of coverage are clearly written.

Most respondents (83.2%) reported satisfaction with claims service.

86.6% expressed satisfaction with benefit coverage levels.

66.5% expressed satisfaction with the premium cost.

The majority (58.6%) felt that the deductible cost is too high.

Satisfaction with the waiting period for a preexisting condition was at a positive level, with 83.6% of
the respondents reporting satisfaction.

« @& ¢ & s

Previous survey results have shown that the majority of policyholders who left HIRSP did so because
they could no longer afford to pay the premiums and/or the cost of deductibles. A small number found
employment with a group large enough to be eligible for group health insurance at standard rates. Small
numbers also reached age 65 and became ineligible, died, moved out of state, or went on medical
assistance.

A significant number of respondents expressed some degree of confusion about and/or frustration with
HIRSP underwriting and claims payment practices. Survey responses given by many of the respondents
demonstrates that many HIRSP policyholders do not appear to understand their health insurance policy.
They do not know who makes decisions about HIRSP, why their premiums increase, who is eligible for
the premium and deductible subsidy program, and what is and is not covered by HIRSP.

To address the concerns and issues raised by the survey respondents, the HIRSP board decided to
strengthen policyholder awareness. As a result, the board created the Consumer Affairs Committee, on
which sit three board members, three policyholders, and a representative from the HIRSP administrator.
This committee serves as the “eyes and ears” for the board on issues and changes affecting
policyholders.

In addition to the committee, the board also authorized creation of two publications to aid policyholders’
understanding of the plan. A handbook entitled Understanding Your Policy is included in every new
policy packet. The handbook is not intended to replace the policy, but to hi-light some of the key
elements of the policy, such as deductibles and co-insurance, using less insurance lingo to make it more
understandable. The other publication is a policyholder newsletter called For Your Benefit. This
quarterly newsletter includes articles on issues such as plan changes, frequently asked questions, and
general information that would be useful to HIRSP policyholders. Both publications have generated
positive responses from policyholders.

RISK POOLS IN OTHER STATES: A COMPARISON

As of December 1993, 27 states in addition to Wisconsin had health insurance pools in effect. They are:
Alaska, California, Colorado, Connecticut, Florida, Georgia, lllinois, Indiana, lowa, Kansas, Louisiana,
Maine, Minnesota, Mississippi, Missouri, Montana, Nebraska, New Mexico, North Dakota, Oregon,
South Carolina, South Dakota, Tennessee, Texas, Utah, Washington, and Wyoming. The plans vary in
design and intent, so direct comparisons are not totally conclusive.

The following is a summary of the most critical elements of a risk-pool design as reflected in the
information available about the 28 existing plans: '
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Financing

In theory, premiums are to cover the majority of claims paid by the pool. In practice, however, premiums
are generally insufficient. States have consequently had to develop a combination of public and private

options to recoup the losses associated with the operation of a state pool.

These options are:

STATE

Indiana, lowa, Kansas,
Mississippi, Missouri,
Montana, Nebraska, North
Dakota, Oregon, Washington,
Wyoming, South Carolina,
South Dakota, Texas

Alaska, Connecticut, Florida,
Minnesota, Wisconsin

California

Colorado

Tennessee

lllinios, Georgia, Maine, Utah

Louisiana

New Mexico

PUBLIC PRIVATE

Premiums are paid by
policyholders and all deficits
are assessed to participating
insurers, with credit applied
against a premium tax paid
annually to the state.

Same as above except for no
credit against state taxes.

Plan losses are funded by the
Major Risk Medical Insurance
Fund in the State Treasury,
comprised of cigarette and
tobacco surtax revenues.

Losses are covered by a state
income tax surcharge.

The state appropriates

$5 million toward the
operation of the plan. Insurers
are assessed the rest, with no
premium tax offset allowed.

Any deficit incurred is
recouped by an appropriation

"~ made by the state.

Fund the pool through a tax
on gross patient service
revenues of all hospitals in the
state.

Assesses all insurers for the
loss of the pool and no credit
on future taxes will be allowed
until any one member’s
assessment reaches
$75,000/year. At that time,

/ the member receives a 30%
tax credit for the amount paid
over $75,000.
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Of the 28 plans in effect at this time, only Wisconsin, Minnesota, Florida, Alaska, and Connecticut
assess all losses to participating insurers without credit against income or premium taxes.as an available .
option.

Benefits

Most of the other state high-risk plans provide benefit packages similar to Wisconsin's HIRSP. However
some states do not cover services that Wisconsin does, such as speech therapy, prescription drugs,
pregnancy, treatment for chemical dependency, treatment for mental or nervous illness, or organ and
bone marrow transplants. In addition, some other states cover routine physical exams, blood, and
transportation for treatment related to kidney dialysis, which HIRSP does not cover.

In some plans, the costs incurred as a result of these benefit packages have a maximum ijetimé beneﬁi '
for the insured individual. This benefit varies among states, ranging from a $250,000 benefit maximum

to no benefit maximum. The most common benefit maximum is $500,000, and is offered by 15 of the 28
states.

One other element which varies considerably across the 27 states is the amount of the ded,uctiblé“(cost ,
which must be paid out-of-pocket before full coverage begins), with a range from no deductible to B
$10,000.

Eligibility

All states with risk pools require that the individual must be a resident of the state, with variances
depending solely on state definitions of residency.

Of the other plans in effect, Florida, Kansas, and Montana require rejection by two insurers and
Mississippi by three. Others require rejection by either one insurer or offer a waiver of the rejection
requirement if the primary health condition likely to cause the rejection appears on a list of health
conditions which would cause insurers to automatically reject the individual. In addition, some states will
cover an individual if they are presently insured with a higher premium or insured with a rider or rated
policy. Finally, some states offer a reciprocity agreement which means that if an individual has been
enrolled under a similar state plan, has met the waiting period for preexisting conditions, and has not
used up the maximum lifetime benefit, he or she is eligible to apply in another state after meeting the
residency requirement.

Four of the risk pools require a 12-month waiting period for coverage of preexisting conditions. Twenty-
one have a 6-month waiting period, similar to Wisconsin's. In three states the waiting period is 90 days.
In an effort to provide flexibility on this issue, one state, Indiana, has a provision whereby the preexisting
condition waiting period may be waived if the individual pays a 15% premium surcharge over the life of
the contract. Appendix 2 outlines the key components of each state plan.

SUMMARY

HIRSP has shown increased success in extending health insurance to a targeted group of individuals
with unfavorable health histories or conditions which prevent them from obtaining coverage in the private
market. Enrollment continued to increase steadily until May 1993, when it peaked at 12,800
policyholders. At the end of its first year, on December 31, 1981, 309 individuals were enrolled in
HIRSP. As of December 31, 1993, the HIRSP enroliment was at 12,045 individuals.

Some of the success can be attributed to a number of modifications recommended by the HIRSP Board
and approved by the legislature. These modifications include: reducing from two to one the insurance
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rejections required for eligibility, raising the individual maximum lifetime benefit from $250,000 to
$500,000, setting aside of GPR funds to subsidize premium payments and deductible amounts for
policyholders with annual household incomes below $20,000, and the establishment of managed-care
provisions in the HIRSP policies. The increase can also be attributed to strict underwriting practices by
health insurance individually and as an overall industry. Increased claims for medical costs have
resulted in rising health insurance premiums.

Two laws recently enacted in Wisconsin have resulted in fewer people being referred to HIRSP. The
first, enacted in August 1991, sets limits on the rates insurers can charge to small businesses. The law
also prohibits those who are eligible for an employer's plan from enrolling in HIRSP. In the past, many
employers referred employes to HIRSP because their medical conditions caused the group's rates to
increase dramatically. The second, recently adopted by the legislature, established a basic benefits plan
which insurers will be required to offer to small businesses. It also prohibits insurers from medically
underwriting those who apply for the basic benefit plan.

The HIRSP Board, the Office of the Commissioner of Insurance, and the Wisconsin Legislature continue

to explore additional cost-containment options for HIRSP. The data continues to show that HIRSP
remains a viable alternative for health insurance for Wisconsin citizens.
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Josephine W. Musser, Chair
Commissioner, OCI

P. O. Box 7873

Madison, WI 53707-7873
(608) 266-0102

FAX (608) 266-9935

Mr. Bill Felsing (Insurer Rep.)
Primecare Health Plan Inc.

1233 N. Mayfair Rd. Suite 301
Wauwatosa, WI 53226

(414) 259-4817

FAX (414) 471-8626

Three-year term ending 12/31/96

Ms. Mary Beth Leib (Insurer Rep.)
Aid Association For Lutherans
4321 N. Ballard Rd.

Appleton, WI 54919-0001

(414) 730-3753

FAX (414) 730-3711

Three-year term ending 12/31/96

Ms. Annette Stebbins (Public Rep.)
331 Woodland Cir.

Madison, WI 53704

(608) 249-3757

Three-year term ending 12/31/94

Ms. Dianne Greenley (Public Rep.)
Wisconsin Coalition for Advocacy
16 N. Carroll St., Suite 400
Madison, WI 53703°

(608) 267-0214

FAX (608) 257-6733

Three-year term ending 12/31/95

Mr. Claire Johnson (Insurer Rep.)
Group Health Coop of Eau Claire
P.O. Box 3217

Eau Claire, Wl 54702-3217
(715) 836-8552

FAX (715) 836-7683

Three-year term ending 12/31/95

APPENDIX 1

HIRSP BOARD MEMBERS

Mr. Robert Wood (Insurer Rep.)
Wisconsin Physicians Service

P. 0. Box 8190

Madison, WI 53708

(608) 221-4711 - 221-5088 direct
FAX (608) 223-3609

Three-year term ending 12/31/95

Mr. Dan Johnson (Public Rep.)

Office for Persons with Physical
Disabilities Room 472

Department of Health and Social
Services

1 W. Wilson St., Room 472

Madison, WI 53702

(608) 267-9582

FAX (608) 267-2147

Three-year term ending 12/31/94

OCI STAFF

Kari Jo Zika

Office of the Commissioner of
Insurance

P.O. Box 7873

Madison, WI 53707-7873

(608) 267-2305

FAX (608) 266-9935

ADMINISTRATOR

Chris Bowen

Blue Cross & Blue Shield United
P.O. Box 2025

Milwaukee, WI 53201-2025
(414) 226-5556

FAX (414) 226-6236

17




feuopelado J8X jou weiboud = (y)

18

000'€/000'2/00S 000052 SUYJuoiN 9 SUYJUOWN 9 SOA %002-05 902 1661 BuituoAm
000'} 000°'00S SYluoy 9 SYIUON 9 SaA %09 Sp0°Cl 1861 UISUOGDSIAA
006'1/000°4/00S  000°00S SYuoN g SYJUON 9 SOA %085 | A 1584 8861 uoBuiysep
000'1/00S 000'00S SYjuoN 9 SUIUON 9 ON %051 189 1661 yein
006/06¢2 000'00S SYIUOW 9 SyjuoiN 9 ON %002-05 1 0 (v) SBX8 ]
000°} 000°00S SUUoW 9 SYJUOW 9 SOA %051 gey'e 1861 89ssauUua |
005°L/00S 000'00S SyiuoN 9 ON %05} 0 $661 ejo¥eq ‘s
00§ 000'052 SYJUOW 9 SYIUoON 9 ON %00¢-002 A% A" 0661 BUljoIBD 'S
00S 000'000'}  SUIUOW 9 SYIUON 9 ON %061 160'Y 0661 uobaip
000°1/005 000005 skeqQ 06 sked 081 S9A %S¢l 8€G'} 2861 BIO)Eeq ‘N
0002/000'4/00S  000'0S. SUJUOW 9 SYWoW 9 ON %051 ¥62'1 8861 02IXaN MaN
000°2-05¢ 000005 SYUON 9 SUuoN 9 ON %S¢t} z8z'c 9861 ByseiqeN
000} 000°'05¢ SIBBA G SYUo 21 ON %00¥-051 68¢ 1861 BUBJUON
000'1/00S 000'000°L  SUWUOW 9 SYuoN 214 ON %002-051 186 2661 unossinN
00S'1/00S 000052 SUIUOWN 9 SUYUoW 9 ON %S.LL-0G) Go¢ 266l 1ddississIN
000°'1/00S 000'000'}  sAeQ 06 SYJUo 9 SOA %SCl 962'GE 9.61 BJOSSUUIN
00S 000005 skeQ 06 sheq 06 ON %051 10g 8861 auleiy
000'2/000'1 000°00S SYJuon 9 SYJUoN 9 ON %002-05} gze 2661 BUBISINOT
000°6/000'} 000'00S SYIUOWN 9 skeq 06 ON BUON eve €661 SBSUBH
000°'2-00§ 000052 SYIUON 9 SYJUoN 9 S8A %051 £G4 1861 BMO]
006°1/000°1/00S  WWI ON skeQ 08l sheq 08} ON %05} yZ6'y Z861 BUBIPU]
005'2-00S 000°'00S SYuo 9 SYWUoON 9 SOA %S¢} £69'v 6861 sloutijl
005'1/00S 000'00S SUJUON 9 SYJUON 8 ON %05 1-621 0 (v) eiflioon
000'01-000°} 000'00S SUJUON 9 SUJUoN ¢} SOA %062-002 9lv'e €861 epuo|4
000'Z/000'1/00S 000000}  SUUON 9 SYUon 214 ON %05 -2} 0191 961 ndLeuuod
000'2/05./00¢ 000'00S SYWOW ZL ® 9 SUWWON 9 ON %S.LL-0G} 9v0'C 1661 0peIojod
00s/0 000005 SYJuoN 9 skeq 06 ON %S2l G8.L'9l 1661 BiuIOjI|BD
00S'1/000°1/005¢ 000'000°1$  SUIUOW € SUJUOW 9 SAA %002 111 £661 BYSejy
sajqianpag Jjeuag pouad pouad uswa|ddng desn juswjjoiuy  Jeuonesado ajels
awaj] uoljipuod Buntepy aledlpay wniwald £661 Jea)

S700d FONVHNSNI MSIY-HOIH FLVLS

¢ XION3ddV




m
o
7
©
L2
—
<
7
Z
p—
on
Z
©,
Q
L
=




1979 Chapter 313

1983 Act 27

1983 Act 215

1985 Act 29

1987 Act 27

1987 Act 239

1991 Act 39

1991 Act 269

HIRSP: History of Legislative Changes
1979 — 1991

HIRSP created

Program self-sufficiency requirement deleted

Increased the premium cap from 130% to 150% of standard-risk premium

Increase waiting period for treatment of preexisting conditions form 30 days to
six months

Premium subsidy system created for those with household incomes of less than
$16,500

Maximum lifetime benefit increased from $250,000 to $500,00

Premium subsidies increased.

The new range is from 17% to 33.3% for those with household incomes
of less than $16,500

Deductible subsidy system created for those with household incomes of less
than $16,500

Subsidies range from $100 to $500
Number of required insurance carrier rejections reduced from two to one

Authorization to develop cost-containment provisions

Those receiving or eligible for medical assistance can reenter HIRSP without
waiting twelve months

Premium subsidy formula changed

For household incomes of less than $20,000, premiums range between
100% and 124.5% of standard risk

Premiums for those earning $20,000 or more are now set to cover 60% of plan
costs

A $1,750 assessment to be levied against an insurer whose actions cause a
policyholder to become eligible for HIRSP

No person eligible for employer health insurance is eligible for HIRSP

Payments to healith care providers for allowable charges reduced by 10%

Authorization to offer alternative managed care plans




HIRSP: SNAPSHOT

POLICYHOLDERS

Total Number Enrolled: 10,163
Male: 44%
Female: 56%
Average Age: 51.7 years
Enroliment Distribution, by zone
Zone 1. 827 or8%
Zone 2: 2,251 or25%
Zone 3: 6,8150r67%
Enroliment Distribution, by plan
Plan1: 84.8%
Plan 2: 15.2%

FINANCING

Average Cost per Member per Month $414
Outpatient Costs per Member per Month  $51.80
Subsidized Policyholders 35.8%

OTHER

Hospital Admissions: 250 per 1,000 policyholders

COST CONTAINMENT, FY 95
- Hospital Bill Audit $48,911
Drug Card $285,366 (10 months)

Cost Containment Contract $775,000
10 Percent Reduction $4.2 million




HIRSP

DRAFT QUESTIONS

A. HIRSP Legislative History

1. Briefly summarize HIRSP legislative history with regard to ongmal purpose and with
particular attention to:

a. Original premium rate schedule funding provisions.
b. Ornginal deficit assessment provisions.

2. Briefly summarize HIRSP legislative history with regard to program changes:

a. ERISA preemption of assessments on ERISA-qualified self-funded health benefit
plans.

b. Repeal of sunset on insurance assessments, 1984,

c. Addition of subsidy program funded by state GPR, 1985.

d. Establishment of current rate setting methodology, 1992.

e. Restrictions on eligibility requirements if employment-based insurance is offered,
1992.

f.  Caps on State GPR subsidy obligations, 1992.

g. Provisions for managed care contracting, 1993.

B. Legislative Audit Bureau Evaluation of HIRSP

1. Briefly summarize the Legislative Audit Bureau evaluation of HIRSP prepared in March
1993:

a. What findings or recommendations have been attended to?
b. What findings or recommendations continue to require attention?

C. HIRSP Demographics
1. Briefly describe the demographics of the HIRSP population.

2. The HIRSP population has been steadily declining since June 1993. Program costs gt Q ’ 5 4o e
continue to increase dramatically. J_L

A4
a. What are the reasons for the decline of the HIRSP population? /
b. What are the reasons for the increases in program costs?




D. HIRSP Rate Setting Methodology

l.

The rate setting methodology established by the Legislature in 1991 appears to have
produced rate schedules that worked well in Fiscal Year (FY) 1993 and FY 1994 to fund

60% of plan operating and administrative costs, but not well in FY 1995, and not well in
the current fiscal year?

3

vl

Y

compliance with the 60% funding requirement in statutes?
b. Why has there been no correction made in the FY 1996 rate schedule to bring it into
compliance with the 60% funding requirement in statutes?

a. Why was there no correction made in the FY 1995 rate schedule to bring it into . pr’

E. Options for HIRSP Board or OCI Actions, and for Changes to the HIRSP Statutes

1.

Briefly discuss the 5% supplemental rate increase approved by the HIRSP Board on
September 15, 1995, and OCI’s plans to implement the rate increase by emergency rule,
effective January 1, 1996.

Briefly discuss present planning to ensure that the new rate schedule to be approved by the
HIRSP Board in December 1995 for FY 1997 will fund 60% of plan operating and
administrative costs.

Briefly discuss proposed reconfiguration of the HIRSP assessment base.

Briefly discuss the HIRSP Board’s plans to transition the HIRSP population to a managed
care environment.

Briefly discuss any interim measures that may be available to the HIRSP Board to reduce
program costs with regard to provider reimbursement methodology.

F. Timelines for Corrective and Legislative Action

l.

2.

Briefly discuss anticipated time frames for corrective actions needed to bring rate schedule
funding into improved compliance with statutes.

Briefly discuss anticipated time frames for proposed legislative actions.
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HIRSP: Other State Comparisons

Twenty-three states in addition to Wisconsin have health insurance risk pools. They are: Alaska,
California, Colorado, Connecticut, Florida, Georgia, lllinois, Indiana, lowa, Kansas, Louisiana, Minnesota,
Mississippi, Missouri, Montana, Nebraska, New Mexico, North Dakota, Oregon, South Carolina, Utah,
Washington, and Wyoming. Arkansas and Oklahoma have plans to establish risk pools in 1996. The plans

vary in design and intent, so direct comparisons are not totally conclusive.

Financi

In theory, premiums are to cover the majority of claims paid by the pool. In practice, however, premiums
are generally insufficient. States have consequently had to develop a combination of public and private
options to recoup the losses associated with the operation of a state pool. Of the plans in effect, only
Wisconsin, Minnesota, Florida, Alaska and Connecticut assess all losses to participating insurers without

credit against income or premium taxes as an available option.

Most of the other state pool plans provide benefit packages similar to Wisconsin's HIRSP. However some
states do not cover services that Wisconsin does, such as speech therapy, prescription drugs, pregnancy,
treatment for chemical dependency, treatment for mentat or nervous iliness, or organ and bone marrow
transplants. In addition, some other states cover routine physical exams, blood, and transportation for

treatment related to kidney dialysis, which HIRSP does not cover.




In some plans, the costs incurred as a result of these benefit packages have a maximum lifetime benefit
for the insured individual. This benefit varies among states, ranging from a $250,000 benefit maximum to
no benefit maximum. The most common benefit maximum is $500,000, and is offered by 10 of the 24

states.

One other element which varies considerably across the 24 states is the amount of the deductible (cost
which must be paid out-of-pocket before full coverage begins), with a range from no deductible to

$10,000.

Eliaibil

All states with risk pools require that the individual must be a resident of the state, with variances

depending solely on state definitions of residency.

Of the other plans in effect, Florida, Kansas, and Montana require rejection by two insurers and
Mississippi by three. Others require rejection by either one insurer or offer a waiver of the rejection
requirement if the primary health condition likely to cause the rejection appears on a list of heaith
conditions which would cause insurers to automatically reject the individual. In addition, some:states will
cover an individual if they are presently insured with a higher premium or insured with a rider or rated
policy. Finally, some states offer a reciprocity agreement which means that if an individual has been

. enrolled under a similar state plan, has met the waiting period for preexisting conditions, and has not used
up maximum lifetime benefit, he or she is eligible to apply in another state after meeting the residency

requirement.

Five of the risk pools require a 12-month waiting period for coverage of preexisting conditions. Fourteen
have a 6-month waiting period, similar to Wisconsin's. In two states the waiting period is 90 days. In an

effort to provide flexibility on this issue, one state, Indiana, has a provision whereby the preexisting




condition waiting period may be waived if the individual pays a 15 percent premium surcharge over the life

of the contract.
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