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Talking Points — HIRSP, 11-30-05

Background : : - :
e Current law pmwdes major medical heaith insurance coverage for persons who
are .covered under Medicare beeause of pre~ex1stmg COﬂdlthIlS
have been refused coverage :
or peopie who have been covered for the prevzous 18 months and then lost
coverage at place of employment -
e Funded by covered persons insurer assessments, and prevzder payment discounts

Creation of H[RSP autherlty
¢ Quasi-governmental body w/ a board of directors made up of 13 members plus
_the Insurance Commissioner, who isa- non-votmg member
. -Members of the board represent the insurance industry,’ hea}th care prev;ders
' __pehcy holders, the pubhc anci smali busmesses that purehase pmvate health..
:insurance _ :
e Retains detaﬂed hst of servmes that are currently in the statutes

Treated like a state agency
e Subject to open records and open meeting laws

e Subject to state ethics/lobbying regulations
o Employees may not engage in poh‘ﬁeai activities on Authority time.
¢ Competitive bid and proposal process when contracting for professional services
. Cede of Ethlcs for pubhc efﬂczals and empioyees covers the Autherlty
B -"D1ffers ﬁ'om state agency A S

» Approves its own budget wfo gomg through the bzenmum budget process

e Employees are not in the state’s personnel management system, may not
partlclpate in state retirement pian or health insurance coverage

. Not sub3 ect to statutory ruie’-makmg procedures » : '

Changes
» Powers for management of the program are transferred from DHFS to HIRSP
Authority

e HIRSP Authority must enter into an identical contract w/ same plan administrator
that was used by DHFS until termination date of original DHFS contract. May

then use a competitive bid process if move to a different plan administrator-- NO

fu nding for continuation of DHFS program in the 05-07 budget
e Allows HIRSP Board to make cost-saving, market focused changes in
administration, care management, benefit design and other program areas.
o Will be 3b1e to control costs while meeting policy holders needs
¢ ReEquiTes-insurrs.a g providers to contﬁbute equali  toward the-eestof the







WISCONSIN LEGISLATIVE COUNCIL
AMENDMENT MEMO

Senate Substii:ute Amendment
1, as Amended by Senate

2005 Senate Bill 451 Amendments 1 and 2 to Senate
Subsmute Amendment 1
Memo péﬁ.lisked:i.:ﬁécg';iiﬁéf '5',:2:'065'-' S Contact JoyceL Kiel, Senior StaffAttorney (266—3137}

2005 Senate Bill 451 makes numerous changes to the Heaith Insurance 'Risk-Sharing Plan
(HIRSP). It also creates the HIRSP Authority which would be responsible for the administration of
HIRSP beginning July 1, 2006. (A full description of Senate Substitute Amendment 1 is provided in the
November 30, 2005 memo from the Laglslatlve Fiscal Bureau to the Joint Committee on Finance (JCF)
which is available at: htip://www legis.state. wius/lib/2005-07Bills/113005 ABS44SB451 ndf )

Senate Substitute Amendment 1 to Senate Bill 451 would make the following changes to the |

bill:

. Create an exempﬂon from property tax: for. property. owned by the HIRSP. Authorlty as: Iongg.-_ S

"as thc use o:f the property is primarily related to the purposes of the. HIRSP Authority. -
e Create an exemption from income tax for income of the HIRSP Authority.

¢ Createan exemptmn from sales and use tax for the HIRSP Authority.

'S Provade that for persons who have coverage under HIRSP.on January 1, 2006, the suhstztute .. o

amendment’s  provisions that limit coverage to those benefits not paid by Medicare Part D (drug
coverage) apply May 15, 2006.. (May 13, 2006 is the last date by which most individuals may enroll in
or apply for Medicare Part D without penalty.) Also, the substitute amendment provides that for
persons who de not have coverage under HIRSP on January 1, 2006, applicants attempting to enroll in
HIRSP on the basis of Medicare eligibility after that date must be enrolled in Medicare Part D to be
eligible for HIRSP.

Senate Amendment 1 to Senate Substitute Amendment 1 would require that at least one of the
members of the 13-member board of directors of the HIRSP Authority be a person who is a professional
consumer advocate who is familiar with HIRSP.

Senate Amendment 2 to Senate Substitute Amendment 1 amends the substitute amendment’s
provisions relating to the Legislative Audit Bureau (LAB). Specifically, under Senate Amendment 2,
the LAB would:

Onc East Main Street, Suite 401 + P.Q. Box 2536 + Madison, W1 53701-2536
{6G8) 266-1304 » Fax: {608) 266-3830 » Email: Jeg.councili@legis.state wiug
http://www legis state.wi us/ic
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e Audit the records of the HIRSP Auth(}rity every five years (as the LAB does with other
authorities). (The substitute amendment - exempted the HIRSP Authority from the five-year audit
requirement but would have permitted’ the LAB to audit the records of the HIRSP :Authority when the
State Auditor deemed it advisable or when directed to do s0.) As a “public body corporate and politic” |
created by the Legislature under proposed s. 149.41. (1) (intro.), the HIRSP Authority is a “department”
under s. 13.94 (4) () 1. » Stats., and thus, subject to auditing by the LAB.

o Annually conduct a ﬁnanmal audit of the HIRSP Authority and charge the HIRSP Authorlty'
for this audit. (The substitute amendment provided for this audit but did not require the LAB to charge
for it.)

» Require the HIRSP Authority to annually file with the LAB a report on receivables (as is
requn'ed of other authormes) (Th€ substifute amendment exempted the HIRSP Authority from this
provmon ) : : _

'.'.LegzslatzveHlsmm : ; SR 5 . : . o R
Senate Subst;tute Amendment 1 to the bﬁl Was mtroduced by Senator Kapanke ‘The Senate :

Commlttee on Agmculture and Insurance recommended adoptxon of Senate Substitute Amendment 1 on -

a vote of Ayes, 7; Noes 0. The committee recommended passage of Senate Bill 451, as amended ona
vote of Ayes, 5; Noes 2.

The bill was referred to JCF which introduced Senate Amendments | and 2 to Senate Substitute
Amendment 1 and recommended adoption of Senate Amendments 1 and 2 on a vote of Ayes, 15; Noes,
0. JCF then recommended adoption of Senate Substitute Amendment 1, as amended, on a vote of Ayes,
13; Noes 2. JCF recommended passage of Senate Bill 451, as amended, on a vote of Ayes, 13; Noes, 2.

JLK thurv






December 5, 2005

TO: Members of the Wisconsin Legislature
FROM: Wisconsin Association of Health Plans
RE: HIRSP Reform — AB 844 / SB 451

The Health Insurance Risk Sharing Plan (HIRSP) is a safety-net program serving an important role
for all Wisconsin residents. In its current form, however, itis a growing source of health care cost-
shifting in Wisconsin. Since 2000:

*  Annual HIRSP program costs more than quadrupled to $207 million.
* Average individual policyholder payments doubled. | |
" Annual HIRSP assessments and provider discounts skyrocketed to $78 million—a cost-shift that

makes health care coverage more expensive.
The growth in HIRSP costs is unsustainable. To ease the financial burden of the program, which
receives no state general purpose revenue, we urge vou to support AB 844 from Rep. Ann
Nischke and SB 451 from Sen. Dan Kapanke, These companion bills are based on the proposal
included in the Legislature’s 2005-2007 State Budget, but address the concerns raised by Governor
Doyle in his veto message.

Since its creation in 1980, the HIRSP benefit design has changed very little. As a result, HIRSP has

failed to keep pace with cost-saving innovations in health care coverage, which are introduced every.

“year.. Without proven cost-containment strategies in place, HIRSP costs grow faster than the cost of

+ other programs. ‘To stem this growth, new, more flexible governance is needed to make HIRSP

more responsive to change.

The HIRSP reform proposal:

* Transforms HIRSP into a quasi- overnmental authority governed by a Board of Directors
composed of HIRSP policyholders, health care providers, insurers and small business. The
authority would feature adequate government oversight mechanisms, such as open records and
meetings.

* Empowers the HIRSP Board to make cost-savin market-focused changes in administration,
care management, benefit designs and other program areas. The Board would more effectively
respond to changes in health care and take advantage of opportunities to control costs while
meeting policyholder needs.

* Produces more equitable HIRSP cost-sharing through a tax credit first claimable after December

31, 2007, for insurers that pay taxes and HIRSP assessments,

We urge you to make HIRSP more responsive to market changes and opportunities for cost
savings. Please join the growing list of bi-partisan supporters of HIRSP reform and support
AB 844 and SB 451.

Al AT

10 East Doty Street * Suite 503 * Madison, W1 53703
608-255-8599 * Fax 608-255-8627 + www.wihealthplans.org
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" Perlich, John H.

From: Gilbert, Melissa

Sent: Tuesday, December 06, 2005 5:32 PM
. To: Perlich, John-H.
- Ce: OBrien, John
. Subject: RE: HIRSP press

Importance: High

We need to make sure both sides pass the same version; otherwise, | will need to alter the release. It looks to me like the
Assembly rejected the amendment to the sub. Please verify. Thanks. Considering how late today's session is dragging on -
. it might be better to send this out tonight, but we would need to do so ASAP.

From: Perlich, John H.
Sent: Tuesday, December 06, 2005 5:28 PM
. To: Gilbert, Melissa

- Subject: RE: HIRSP press -

|

‘John H. Perlich
Office of Senator Dan Kapanke
32nd District
608-266-5490

. 800-385-3385

© john.perlich@legis.state.wius

From: Gitbert, Melissa

Sent: Tuesday, December 06, 2005 3:30 PM
To: Otirien, Johny Perlich, John H.
Subject: HIRSP press

Importance:; High

" Here's the release on HIRSP passage. | dated it tomorrow so that we don’t have to compete with coverage of gas tax
©* indexing, the marriage amendment, etc. Please let me know if Dan wants changes. Thariks.

<< File: Kapanke HIRSPreform.Dec?.2005.doc >>



Dan Kapanke

Wisconsin State Senator - 32nd District

FOR IMMEDIATE RELEASE For more information, contact:
Dec. 7, 2005 Sen. Dan Kapanke — 608-266-5450
or 608-782-3975

Legislators Fix Health Insurance Program for High-Risk Residents
Plan Needs Governor’s Signature by Month’s End to Preserve Benefits

Madison...Wisconsin residents who are unable to obtain private health insurance due to severe medical
conditions could continue to receive coverage through a state program under legislation approved
Tuesday by state 1awmakers : :

The state Senate $ msu:rance chair, Sen. Dan Kapanke, R-La Crosse, called passage of the measure
welcome news for participants, The Health Insurance Risk-Sharing Plan currently faces termination on
Jan. 1 due to Gov. James Doyle’s partial veto of the state budget, which included several reforms to the
existing program.

“At a time when health care access and affordability rank among the state’s most pressing concerns,
retention of this safety net for high-risk individuals remains vitally important,” Kapanke said. “Allowing
coverage to lapse would result in life-or-death crises for many individuals and/or higher health care costs
for the rest of the population due to the cost shthng health care facilities would need to engage in order to
be able to afford to provade care n :

He also lauded several changes to the program, including the transfer of oversight to a new, independent
authority. The HIRSP Authority would be authorized to establish deductibles, co-payments, limitations
and other aspects of benefit design. While the quasi-governmental entity would be allowed to respond to
market conditions more quickly than under current law, the Office of the Commissioner of the Insurance
could disapprove of any actions that would result in significant differences between the plans offered and
typical comprehensive policies in the private market.

“Sometimes efficiency requires government to get out of the way, and that certainly is true with the
HIRSP program,” Kapanke said. “The current administrative structure simply lacks the flexibility needed
to implement innovative policies that would address changing needs or reduce expenses.”

He noted the cost of premiums for beneficiaries has doubled since 2000, while assessments on insurance
companies have quadrupled. The 25-year-old program relies on policyholder premiums, insurance
company assessments and provider discounts as revenue sources under state law.

Since both houses voted on the HIRSP reform legislation Tuesday, the bill now goes to Doyle, who
recently expressed support for the bill.

According to the Legislative Audit Bureau, 18,725 individuals were enrolled in HIRSP as of March 31.
-30-

Capitol Address: P.OC. Box 7882, Madison, W1 53707-7682 « Phone: (BD8) 266-5490 * Fax: (608) 267-5173
TOLL-FREE: 1-800-385-3385 » E-Mail: senkapanke®legis atate wi.us
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Perlich, John H.

From: Kiel, Joyce

Sent:  Tuesday, December 06, 2005 9:30 AM

To: Kahler, Pam

Ce: Peer, Adam; Perlich, John H.; Swest, Richard

Subject: URGENT DRAFTING REQUEST—HIRSP--AB844; SB451

Hl Pam--

Following a meeting with Adam and others this morning, the language that was agreed upon is as follows (instead
of the language in the email to you and me below).

"The authority and the commissioner may not assess types of insurance that were not being assessed as of :
December 1, 2005 or types of insurers:that were not being assessed as of December 1, 2005." (They wanted the -

repetition to make it clear that all the phrases applied to both.)

You may have a variation on this~¥such as "Neither the authority nor the commissioner may assess any ty;ﬁe'bf |
insurance that was not being assessed as of December 1, 2005 or any type of insurer that was not being
assessed as of December 1, 2005."

We thought this language should be added to s. 149.13, Stats.

For the Assembly--they need a new substitute amendment that will be [.RBs03080/2--requester Rep. Nischke,
For the Senate--they need a new substitute amendment that will be LRB /2 (sorry, | don't have the number)--
requester Sen. Kapanke.

As both are up on the fior today, they need these ASAP.
Thanks,

Joyce L. Kiel, Senior Staff Attorney
Wisconsin Legislative Council Staff
Suite 401, One East Main Street
Madison, Wl 53703

608-266-3137

608-266-3830 (fax)

Joyce Kiel@legis.state.wi.us

From: Peer, Adam

Sent: Tuesday, December 06, 2005 7:52 AM
To: Kiel, Joyce; Kahler, Pam

Subject: One Last Change

12/06/2005




. Joyce and Pam I have one iasi change o the subl need both of your help with this mormng It woutd repiace o
_ LRBa’iBSTﬁ The language that has been suggested to me is as fciiows _ L

“The authonty and the comm;sszoner may not change nor expand the assessment base nor R
E 3types ofi msurance or msurers who were assessed as of January ’1 2805 G g

, Leadershap wants to be sure we freeze the types of msarance or sﬂsurers at current pracitce (as opposed to I
current law)...Obviously, | some one were fo an insurance company today offering an insurance product that- was
a type we: woald want to see them assessed Ft is: not mtended to freeze the list of actua! flrms assessed '

Lets plea_se be in coatac_;t-thfs momi'ng to be SUre Zhi's' gets ih and _reﬂééts our Enteﬂ_t.

- Thanks,

' % ) ADAM PEER, Clerk, Assemb}y Cemmmee on Insu:rance

3S€h e Contact » Constituent Services » Lemslanon

Wﬁ&;&?ﬁwﬁé‘k& cowry Insurance Commattae . Insurance Advisory Coungil

12/06/2005







Wisconsin Senate R.o'll Call

AYES-21

NAYS-12

NOT VOTING -8

Wisconsin Senate Roll Call

BROWN
DARLING
DECKER
ELLIS
FITZGERALD
GROTHMAN
HARSDORF

BRESKE

. CARPENTER

COGGS'
COWLES

2005-2006 SESSION

SB 451
REJECTION
SA2 - SSA2

KANAVAS
KAPANKE
KEDZIE
LASEE
LASSA
LAZICH
LEIBHAM

ERPENBACH
HANSEN
JAUCH -
MILLER

http://insession/insessiondocs/votes/sv(276.htm

Page 1 of 1

OLSEN
PLALE
REYNOLDS
ROESSLER
SCHULTZ
STEPP
ZIEN

RISSER
ROBSON
TAYLOR
WIRCH

SEQUENCE NO. 276

Tuesday, December 06, 2005

1:38 PM

12/06/2005






 CORRESPONDENCE/Memovandum_—— oo oo o State of Wisconsin

Department of Administration

Date: December 7, 2005
To:  Sean D.ilwe g
From: David Schmiedicke

Subject: Health Insurance Risk Sharing Plan (HIRSP)

Under the biennial budget, HIRSP would have been transferred from DHFS to & non-
profit, private organization which would operate HIRSP. The transfer of responsibility
 to the new organization would have occurred January 1, 2006. Because the bill did

~ not include enough protections for policyholders, the Governor vetoed all the provisions

o related to HIRSP and asked that the program be restructured to provide the -

- organization some flexibility to respond to market conditions while at the same time,
prc_)viding'pre_tectioxi_s'fo_r policyholders. While the veto maintained current law, the
budget bill deleted all of the funding and position authority for HIRSP as of January 1,

2006. The Governor could not restore that funding or positions through his veto.

Assembly Bill 844 creates a quasi-state authority to run HIRSP, effective July 1, 2006.
The bilt also restores $78 million for HIRSP benefits for the period January 1 through

June 30, 2006, so DHFS can continue to administer HIRSP forr the second half of this
fiscal year. The transfer of administration for HIRSP would be effective July 1, 2006.

- If the expenditure authority-for-HIRSP-benefits-is not restored, almost-19,000 people

. who are nnable to obtain coverage in the individual market because of their poor, -

" health conditions would lose their health insurance coverage under HIRSP. Without
HIRSP, which is Wisconsin's high-risk pool, federal law requires insurers to guarantee
coverage to people who had creditable health insurance coverage. This coverage is
more limited than what HIRSP offers, there are no limits on premiums that can be
charged and there are 1o subsidies for low-income people as there currently are under
HIRSP. Finally, there is no guaranteed coverage for certain groups like AIDS/HIV

patients.

In addition, DHFS would have no staiff to run the program and no legal authority to

reimburse health care providers for services provided to HIRSP participants.






Senator Fitzgerald
Representative Kaufert
Representative Jensen

GENERAL FUND TAXES

Omnibus Motion
{LFB Papers #315 through #321]

Motxcm

Move to adopt the following provxsmns relatmg to general fund taxes

1. Withholding from Nonresident Members of Pass-Through Entities. Adopt Alternative
2 of LFB Paper #315, which would approve the Governor's proposal to require income taxes to be
withheld from nonresident members of pass-through entities with a modification to exempt publicly
traded partnerships (PTPs) treated as partnerships from the withholding requirements if the entity
agreed to file an annual information return reporting the name, address, taxpayer identification
number, and other information requested by the Department of Revenue (DOR) for each unitholder
with an income in the state from the PTP in excess of $500.

2. Ina’zwdual Income Tax. Deducrwn for Colfege Tuztzan Adopt Altemanve 2 of LFB
Papcr #316 ‘which would modify the Govérnor's proposal to increase the income tax deduction for
higher education tuition payments by: (a) eliminating the reference to a maximum deduction of
$5,100; and (b) specifying that the increased deduction would first apply to tax years beginning on
}anuaryl 2005.

3 Earned Income Tax Credit (EITC). Adopt the modification in LFB Paper #317, which
would provide $5,300,000 GPR in 2005-06 and $6,700,000 GPR in 2006-07 to cover the costs of
the EITC under current law. These amounts reflect a revised estimate of the cost of the credit.

4 Internal Revenue Code (IRC) Update. Adopt Alternative 2 of LFB Paper #318, which
would adopt the Governor's recommendation to update state tax references to the IRC with a
modification to include Public Law 108-375 in order to conform to the federal exclusion from gross
income for members of the military for travel benefits donated by them.

5. Livestock Farm Investment Credit. Adopt Alternative 3 of LFB Paper #319, which
would delete the Governor's recommendation to convert the current dairy farm investment credit to
a livestock farm investment credit, and instead include the provisions of ASA 1 to AB 145, which
would create a separate livestock tax credit. Specify that the new credit would be available for tax
years that begin after December 31, 2005, and before January 1, 2012.

Motion #1400 Page 1



@ Credit for HIRSP Assessments. Create a nonrefundable credit under the insurance
premiuifis tax, the corporate income and franchise tax, and the tax on investment income paid by
domestic (Wisconsin-based) life insurance companies equal to a percentage of the armount of
assessments paid by the insurer during the taxable year under the health insurance risk-sharing plan
(HIRSP). Require DOR, in consultation with the Office of the Commissioner of Insurance, to
determine the credit percentage for each year so that the annual cost of the credit is as close as
practicable to $2 million in the 2006-07 fiscal year and $5 million in each fiscal year thereafter.
Provide that unused credits could be carried forward for fifteen years to offset future tax liabilities.
Specify that the credit would first apply to tax years beginning on January 1, 2006.

Note:

The following table shows the estimated fiscal effects of this motion in the 2005-07
biennium, compared to AB 100. As shown, the motion is estimated to increase GPR expenditures
by $8.0 million in 2005-06 and $9.4 million in 2006-07 and to decrease general fund tax revenues
by $0.9 million in 2005-06 and $11.4 million in 2006-07. The net impact on the general fund
would be a decrease of $8.9 million in 2005-06 and $20.8 million in 2006-07. As the provisions of
the motion are phased-in, the total impact on the general fund (in 2006-07 dollars) would increase
to $54.0 million in 2007-08, $80.3 million in 2008-09, $105.5 million in 2009-10, $125.5 million in
2010-11, and $137.9 million in 2011-12 and thereafter.

It should also be noted that the provisions of the motion regarding the sales factor of the
apportionment formula would eliminate provisions of AB 100 that would likely result in a net
increase in tax revenues, and retain provisions that would likely result in a net tax reduction. This
would likely result in a substantial decrease in tax revenues beginning in 2005-06, compared to AB

Motion #1400 Page 5



100. However, the precise amount of the revenue loss cannot be determined.

3

Lol - IR, NP N FE RN g

Estimated Fiscal Effects of Omnibus General Fund Tax Motion

Provisi

Pass-Through Member Withholding
Deduction for College Tuition
Earned Income Tax Credit

IRC Update

Livestock Farm Investment Credit
Development Zones Tax Credit

. Apportionment Sales Factor*

* Income Tax Reciprocity .
‘Veterans' Property Tax Credit

Car Line Company Tax
Sales Tax on Affiliates' Transactions
Health Savings Account
Deduction for Health Insurance Premiums
Sales Tax on Temporary Help Agencies
Exclusion for Social Security Benefits
Retailer's Discount
Exemption for Clay Pigeons
Credit for Military Income

' HIRSP Assessment Credit

Toiai o

Changeio AB 100

200506

$0

0
5,300,000
0

0

0
Unknown
-0
2,760,000
400,000
-135,000
Minimal
-3,500,000
0

0

0
2,300,000
0

0

$8,000,000
-935,000

2006:07

$0

0
6,700,600
0

-185,400

0
Unknown
S0
2,700,000
400,000
-135,000
Minimal
-4.000,600
~2,000,000
0
-8,600,000
5,000,000
¢

-500,000
2,000,000
$9.400,000
-11,420,400

GPR

GPR-REV

 GPR-REV

GPR

GPR-REV
GPR-REV
GPR-REV
GPR-REV
GPR-REV

GPR-REV
GPR-REV

GPR-REV
GPR-REV

GPR
GPR-REV

*The motion's medifications regarding the sales factor of the apportionment formula would result in a revenue loss
compared to the provisions of AB 100. The fiscal effect would Iikely be substantial, but a precise amount is not known,

[Change to Bill: $17,400,000 GPR and -$12,355,400 GPR-REV]

Motion #1400
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e _nef’ is far exceed{the ut:inzatmn ai' the typical HIRSP Ll
. ifpatxent,_Fer the peraod 111!04 through 3!31/95 thc avera_ge lezzgth of mpatxent i_;';_ e




Health Iﬁéurance'msk Shaﬁng Pi'an (H;Rsr) Insurer Tax Credit‘Tandng Points

_The HIRSP refarm biil creates a SS miliwn annual tax credlt for i msurers who pay
HIRSP assessments and taxes, beginning in tax year 2006 and first claimable after
”December 31,2007, “There is no fiscal impact this biennium. The bﬁl includes the -
standard tax credit carry -forward of fifteen (15) years. The insurer tax credit is the
most eost—effectwe_wa- for the state to address the me mtles in HIRSP fundin

= Ineqmtabie costwsharmg hurts the commercially msured market 27 5% of
Wisconsin’s health care’ market bears 100% of the current $38.9 million
HIRSP assessment on insurers, The growing number of self-funded or self-
insured companies in ‘Wisconsin pay nothmg toward the nost ef HIRSP and wﬂl
 pay nothing under the HIRSP reform proposal P .
Wiseonsin s small group insurers pay the majenty nf the HIRSP insurer :
..assessment even ‘though group. insurers are not allowed to reject mdmduals
"and send them to HIRSP. The HIRSP i msurer assessment placesa -
chsprapartlonate burden on health i insurance premzums for smail busmesses who
can not afford to self-fund their health careneeds. .
= At least ten (10) other states with high risk pools like Wxsconsm’s HIRSP use
an insurer tax eredit ranging from 20% to 100% to help offset the cost-shift
that results because a shmnking commerclaliy insured market is responsxble
for a growing HIRSP assessment. Wisconsin’s preposed 12.85% credit
would be the smailest insurer tax credit. '
Sornc havc argued that any sta’te contnbuuon toward H[RSP should be a. G}?R
commitment that reduces the overall cost cf the | program

* Itwould take a GPR commltment of $25 million to reduce by $5 million the

cost—shift to the small group market that bears 100% of the HIRSP insurer

~ assessment. The first $15 million or 60% would be used to reduce HIRSP
poixsyhelder premiums, the next $5 million or 20% would reduce the amount of
the provider discounts and the remaining $5 million or 20% would reduce the
cost-shift to the small group market.

» HIRSP polxcyhoiders are able to deduct from their income taxes the cost of
their HIRSP prem:um Self-employed HIRSP participants can already deduct
100% of their premium. Beginning in January 2006, employed persons will be
able to deduct 100% if their employer does not contribute toward their medical
care insurance. Those with no employer, and no self employment income, will
be able to claim a deduction that will be phased-in over a three-year period
beginning in tax year 2007 and reaching 100% in 2009.




Health Insurance Risk-Sharing Plan (HIRSP) Reform Update

Sammary:

Over the last several months individual discussions have taken place with the Doyle

Administration, HIRSP advocates and key legislators to develop a bipartisan HIRSP

~ reform proposal that eases the financial burden of HIRSP on all HIRSP stakeholders and
makes HIRSP more comparable to health insurance products in today’s individual

insurance market. The HIRSP reform proposal, that was passed by the Legislature in the

State Budget but vetoed by the Governor, is being modified to respond to concemns of

Dovle administration officials and HIRSP program advocates while retaining the majority

of core principles in the Legislature’s HIRSP proposal.

Key Modifications:

1. Transform the organizational structure of HIRSP to a quasi-governmental
“authority” with.a board of directors empowered to make cost-saving benefit,
administrative and other market-focused program changes. The budget
proposal created a private, non-profit entity to govern HIRSP.

2. Create statutorily imposed government oversight mechanisms such as open
records, open meetings, a competitive bid process for administrative contracts
and a State Audit Bureau audit. The private non-profit entity created in the
budget was not subject to standard government accountability measures.

. 3. Provide that the Goveriior appoints the 13 member HIRSP Board and its
" chairperson and the Senate confirms the Board and require that at least two
of the five public members be HIRSP policyholders. The Commissioner of
Insurance would serve as a non-voting member. The budget proposal allowed
the Commissioner of Insurance to appoint the 13 HIRSP Board members and

the Senate to confirm them. -~ ~+ o

4. List the basic covered services in the state statutes consistent with federal
Health Iﬂ'surance'-l’orta_bi_lity and Accountability Act (HIPAA)
requirements for “eligible individuals” and Wisconsin mandated benefits
but allow the new, more independent HIRSP Board to establish benefit levels,
deductibles, copayments and coinsurance requirements, exclusions, and
limitations that are generally reflective and commensurate with comprehensive

) health insurance coverage offered in the private individual market in the state.

The budget proposal delegated all benefit and plan design decisions to the

private, non-profit board.
5. Require insurers and providers to contribute equally toward the cost of the

premium and deductible subsidy program for individuals with incomes
below $25,000, after any federal funds for high risk pools are first used to
reduce the cost of the subsidy program. The budget proposal required all
HIRSP costs including the subsidy program to be funded 60% by policyholders,
20% by insurers and 20% by provider payment rate adjustments. '




6.

Create additional conditions under which the Commissioner of Insurance
could reject a form filing for HIRSP to include that “the level of cost-sharing
is not actuarially equivalent to comprehensive individual health insurance
policies offered in the private sector market in this state and would create
financial hardship for eligible populations™. The budget proposal allowed the
Commissioner to reject a form filing if the benefit design is not com arable to a
typical individual health insurance policy offered in the private sector market in
thisstate, -~ = . IR P R '
Create a $5 million HIRSP tax credit for insurers who pay HIRSP
assessments and taxes beginning in tax year 2006 and first claimable in

fiscal year 2008, Allow for a 15-year carry-forward,  The budgetincluded 3
© . $2 million tax credit in 2006 and a $5 million tax credit in 2007 and thereafler.
o ek

Require the new authority to seck to create a federally qualified separate.

~pool for the Federal Health Coverage Tax Credit (HCTC) population with

no subsidization from insurers or providers. ' The new pool would allow the
HCTC population to be eligible for a 65 percent federal refundable tax credit.
The budget proposal did not include a pool for the HCTC population.




_December 5 2()05

TG L Members of the Wlsconsm Legisiature .

L FROM Wlscensm Assocaatmn of Health ?lans
RE: B HIRSP Refmn AB 844 / SB 451

'I‘he Heaith Insurancc stk Shanng Plan (HIRSP) isa safety—net program servmg an unportant mle R
for all Wisconsin residents. In its cmrent form, hawever, itisa grawmg source of heaith care cost-» Lo

shxfung in Wlscansm Smcc 2000
. _Annual HIRSP program costs more. than quadrupled to $207 rmlilun
. '_*__Avcrage mdmdual policyhoider payments doubied '

| " Annual HﬁlSPﬁSsessments and pmvxder dxscounts skyrecketed to $78 mllhon-—-—a cost—shiﬁ that.-_' o
'._:.: __makes heaith caxc coverage morﬁ expenswe s o _

The growth in HIRSP costs 1s unsustamabie ’Z‘o ease the ﬁnanclal buzden uf the program which o
receives no state ‘general purpose Tevenue, we.urge you 1o supy ort AB 844 from Rep. Amn
Nischke and SB 451 from Sen. Dan Kapanke. These companion bills are based on the proposal
included in the Legls}ature s 2005»2007 State Budget but address the f:oncerns ralscd by Governor
Doyls in hzs veto message

Smce 1ts creatlon in 1980 the HIRSP beneﬁt demgn has changed very httie As a result, HIRSP has "
y fmled to keep pace. wzth cost-savmg innovations in health care coverage, which are introduced every

L year, Without proven cost-containment strategxcs in place, HIRSP costs grow faster than the cost of :

“other pmgrams To stem thls growth; new, more ﬂex;bie govemance is needed to make HIRSP
more responswe to change

The HIRS? refon'n proposal

_’_ Transforms HIRSP into 2 'u'as.i«' governmental authen' y geverned bya Board of Dzrectors .

:composcd of HIRSP policyholders, health care providers, insurers and small business. The
authority would feature adequate government oversight mechanisms, ‘'such as open records and
meetings.

» Empowersthe H Board to make cost-saving, market-focused changes in administration,
care management, benefit designs and other program areas. The Board would more effectively
respond to changes in health care and take advantage of opportunities to control costs while
meeting pohcyholdcr needs.

= Produces more equitable L@ P cost-sharing through a tax credit first claimable after December
31, 2007, for insurers that pay taxes and HIRSP assessments.

We urge you to make HIRSP more responsive to market changes and opportunities for cost

savings. Please join the growing list of bi-partisan supporters of HIRSP reform and support
AB 844 and SB 451.
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