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PRELIMINARY DRAFT - NOT READY FOR INTRODUCTION

1 AN ACT to amend 149.12 (3) (a), 149.14 (1) (a), 149.14 (2) (a) and 149.14 (2) (c)

2 1.; and to create 149.12 (3) (br) and 149.14 (2) (d) of the statutes; relating to:
3 providing a health savings account option under the Health Insurance
4 Risk-Sharing Plan.

Analysis by the Legislative Reference Bureau

Under current law, the Health Insurance Risk-Sharing Plan (HIRSP)
Authority administers HIRSP, which provides health insurance coverage for persons
who are covered under Medicare because they are disabled, persons who have tested
positive for human immunodeficiency virus (HIV), persons who have been refused
coverage, or coverage at an affordable price, in the private health insurance market
because of their mental or physical health condition, and persons (called “eligible
individuals” in the statutes) who do not currently have health insurance coverage,
but who were covered under certain types of health insurance coverage (creditable
coverage) for at least 18 months in the past. HIRSP is funded by premiums paid by
covered persons, insurer assessments, and provider payment discounts.

HIRSP provides coverage in individual policies and, because HIRSP does not
pay for services that are covered under Medicare, offers different coverage for
persons who are eligible for Medicare from the coverage offered for persons who are
not eligible for Medicare. Under current law, HIRSP is required to offer at least two
different coverage options for persons who are not eligible for Medicare.

This bill requires HIRSP to offer to eligible persons who are not eligible for
Medicare an additional option of coverage under a high deductible health plan, as



© 0 g Oy Ut R W N

e e T ™ S
o T 7 T\ T = S

2007 - 2008 Legislature -2 - LRB-2398/P1
‘ PJK:jld:pg

that term is defined under federal law, in conjunction with a health savings account.
Under federal law, a high deductible health plan providing individual coverage is one
that has an annual deductible of not less than $1,000 and under which the total
amount of the annual deductible and other out-of-pocket expenses, excluding the
premium, does not exceed $5,000. A health savings account allows an individual to
make tax-deductible contributions to the account of up to $2,250 (or higher if the
individual is 55 years of age or older) or the amount of the deductible under the high
deductible health plan, whichever is less, and withdraw the money from the account
tax-free to pay for routine and preventive medical care.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 149.12 (3) (a) of the ’statutes is amended to read:

149.12 (3) (a) Except as provided in pafs. (b) and, (bm), and (br), no person is
eligible for coverage under the plan for whom a premium, deductible, or coinsurance
amount is paid or reimbursed by a federal, state, county, or municipal government
or agency as of the first day of any term for which a premium amount is paid or
reimbursed and as of the day after the last day of any term during which a deductible
or coinsurance amount is paid or reimbursed.

SECTION 2. 149.12 (3) (br) of the statutes is created to read:

149.12 (3) (br) Persons receiving a federal tax deduction for amounts paid to
a health savings account under 26 USC 228 are not ineligible for coverage under the
plan by reason of such a tax deduction. |

SECTION 3. 149.14 (1) (a) of the statutes is amended to read:

149.14 (1) (a) The Subject to sub. (2) (d), the plan shall offer coverage for each
eligible person in an annually renewable policy. If an eligiblé person is also eligible
for Medicare coverage, the plan shall not pay or reimburse any person for expenses

paid for by Medicare. If an eligible person is eligible for a type of medical assistance
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SECTION 3

1 specified in s. 149.12 (2) (f) 2., the plan shall not pay or reimburse the person for
2 expenses paid for by Medical Assistance.
SECTION 4. 149.14 (2) (a) of the statutes is amended to read:

149.14 (2) (a) The Subject to pars. (c) and (d), the plan shall provide every

eligible person who is not eligible for Medicare with major medical expense coverage.
Major medical expense coverage offered under the plan under this section shall pay
an eligible person’s covered expenses, subject to deductible, copayment, and

coinsurance payments, up to a lifetime limit of $1,000,000 per covered individual. }/
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SECTION 5. 149.14 (2) (¢) 1. of the statutes is amended to read: N
10 149.14 (2) (¢) 1. In addition to the eeverage coverages under pars. (a) and &b) %

- |
11 M\t\}ii plan shall offer to all eligible persons who are not eligible for Medicare a

12 choice OF ééve:gge, as described in section 2744 (a) (1) (C), P.L. 19gwk”§iAny such

13 choice of coverage shallbe major medical expense cqgggy«%g‘?%
14 (e) An eligible person who-is not eligiblefor Medicare may elect once each year,
15 at the time and according to prog mil’f“’es%gstablished by the authority, among the

Afy&

16 coverages offered under this oh-and pa -pars. (a), (c), and (d). If an eligible

s ‘%Q%x . .
17 person elects new.coverage, any preexisting condition éxclusion imposed under the
18 new coverage is met to the extent that the eligible person ha§””b%¢n previously and
19 /(/:Qmﬁi}gously covered under the plan. No preexisting condition ez%%qgion may be

20/ imposed on an eligible person who elects new coverage if the person was &n eligible

21 individual when first covered under the plan and the person remained continuously I
K_ZZ covered under the plan up to the time of electing the new coverage. ... j
ff"’ 23 > SECTION 6. 149.14. (2) (d) of the statutes is created to read:
i 24 149.14 (2) (d) 1. In addition to the coverages under pars. (a) and (c), to the extent
? 25 allowable under and consistent with federal law, the plan shall offer to eligible
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SECTION 6
persons who are not eligible for Medicare a high deductible health plan, as defined
in 26 USC 223 (c) (2), in conjunction with a health savings account option.
2. Premium reductions under s. 149.165 and deductible subsidies and
prescription drug copayment subsidies under s. 149.14 (5) do not apply to the
coverage offered under this paragraph.

(END)
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1 SECTION 1. 149.14 (2) (¢) 1.7of the statutes is amended to read:
2 149.14 (2) (¢) 1. In Subject to par. (d)f/in addition to the coverage under pars-
3 par. (a)"and-(b}, the plan shall offer to all eligible persons who are not eligible for
4 Medicare a choice of coverage, as described in section 2744 (a) (1) (C), P.L. 104-191.
5 Any such choice of coverage shall be major medical expense coverage.
6 (e) An eligible person who is not eligible for Medicare may elect once each year,
7 at the time and according to procedures established by the authority, among the
8 coverages offered under th}sparag;aaphandrpar—iar_s_ (a), gcz", and (d). If an eligible
9 person elects new coverage, any preexisting condition exclusion imposed under the
10 new coverage is met to the extent that the eligible person has been previously and
11 continuously covered under the plan. No preexisting condition exclusion may be
| 12 imposed on an eligible person who elects new coverage if the person was an eligible
| 13 individual when first covered under the plan and the person remained continuously
14 covered under the plan up to the time of electing the new coverage.

History: 1979.c. 313; 1981 ¢. 39 5. 22; 1981 ¢. 83; 1981 c. 314 ss. 117, 146; 1983 a, 27; 1985:a. 29 5. 3202.(30); 1985 a. 332.5. 253; 1987 a. 27, 239; 1989 a. 332; 1991 a.
39, 269; 1995 a.463; 1997 a. 27 ss. 3026¢, 4847 10 4859; Stats. 1997 5. 149.14; 1997 a. 237; 1999 a. 9, 165; 2001 a. 16; 2003 a. 33; 2005 a. 74, ss. 93 to 122, 130, 131.

(END OF INSERT 3-22)
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In this version of the bill, I have provided that the deductible and copay subsidies and
premium reductions do not apply to persons who choose the health savings account
option. Isthis what you want? In current law, the subsidies and reductions apply only
to the coverage offered under s. 149.14 (2) (a¥and not to the “choice of coverage” offered
under s. 149.14 (2) (¢)¥ The budget bill, however, removes this difference so that the
subsidies and reductions apply to all plan options. It is your decision whether you want
the subsidies and reductions to apply if someone takes the health savings account
option. Ido not know if subsidizing part of the deductible would have any effect on the
tax deductibility of what an individual withdraws from an HSAY or if subsidizing a
deductible might be considered to redyce the deductible below the level required under
federal law for a high deductible plan."DOR might have an idea, since HSAs are created
under the IRCY

The only other questions I have relate to coverage of “eligible individuals,” who were
included in HIRSP because of HIPAA requirements. Will adding a health savings
account option make HIRSP ineligible to be the plan under which those individuals are
covered? Can those individuals choose the health savings accou\l?t option, or must they
be excluded, as are individuals who are eligible for Medicare?” OCI might have that
information.

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266-2682

E-mail: pam.kahler@legis.wisconsin.gov
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In this version of the bill, I have provided that the deductible and copay subsidies and
premium reductions do not apply to persons who choose the health savings account
option. Isthis what you want? In current law, the subsidies and reductions apply only
to the coverage offered under s. 149.14 (2) (a) and not to the “choice of coverage” offered
under s. 149.14 (2) (c). The budget bill, however, removes this difference so that the
subsidies and reductions apply to all plan options. It is your decision whether you want
the subsidies and reductions to apply if someone takes the health savings account
option. Ido not know if subsidizing part of the deductible would have any effect on the
tax deductibility of what an individual withdraws from an HSA, or if subsidizing a
deductible might be considered to reduce the deductible below the level required under
federal law for a high deductible plan. DOR might have an idea, since HSAs are created
under the IRC.

The only other questions I have relate to coverage of “eligible individuals,” who were
included in HIRSP because of HIPAA requirements. Will adding a health savings
account option make HIRSP ineligible to be the plan under which those individuals are
covered? Can those individuals choose the health savings account option, or must they
be excluded, as are individuals who are eligible for Medicare? OCI might have that
information.

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266-2682

E-mail: pam.kahler@legis.wisconsin.gov
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AN ACT to amend 149.12 (3) (a), 149.14 (1) (a), 149.14 (2) (a) and 149.14 (2) (c)
1.; and to create 149.12 (3) (br) and 149.14 (2) (d) of the statutes; relating to:

providing a health savings account option under the Health Insurance

Risk-Sharing Plan.

Analysis by the Legislative Reference Bureau

Under current law, the Health Insurance Risk-Sharing Plan (HIRSP)
Authority administers HIRSP, which provides health insurance coverage for persons
who are covered under Medicare because they are disabled, persons who have tested
positive for human immunodeficiency virus (HIV), persons who have been refused
coverage, or coverage at an affordable price, in the private health insurance market
because of their mental or physical health condition, and persons (called “eligible
individuals” in the statutes) who do not currently have health insurance coverage,
but who were covered under certain types of health insurance coverage (creditable
coverage) for at least 18 months in the past. HIRSP is funded by premiums paid by
covered persons, insurer assessments, and provider payment discounts.

HIRSP provides coverage in individual policies and, because HIRSP does not
pay for services that are covered under Medicare, offers different coverage for
persons who are eligible for Medicare from the coverage offered for persons who are
not eligible for Medicare. Under current law, HIRSP is required to offer at least two
different coverage options for persons who are not eligible for Medicare.

This bill requires HIRSP to offer to eligible persons who are not eligible for
Medicare an additional option of coverage under a high deductible health plan, as
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that term is defined under federal law, in conjunction with a health savings account.
Under federal law, a high deductible health plan providing individual coverage is one
that has an annual deductible of not less than $1,000 and under which the total
amount of the annual deductible and other out-of-pocket expenses, excluding the
premium, does not exceed $5,000. A health savings account allows an individual to
make tax-deductible contributions to the account of up to $2,250 (or higher if the.
individual is 55 years of age or older) or the amount of the deductible under the high
deductible health plan, whichever is less, and withdraw the money from the account
tax-free to pay for routine and preventive medical care.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 149.12 (3) (a) of the statutes is amended to read:

149.12 (3) (a) Except as provided in pars. (b) and, (bm), and (br), no person is
eligible for coverage under the plan for whom a premium, deductible, or coinsurance
amount is paid or reimbursed by a federal, state, county, or municipal government
or agency as of the first day of any term for which a premium amount is paid or
reimbursed and as of the day after the last day of any term during which a deductible
or coinsurance amount is paid or reimbursed.

SECTION 2. 149.12 (3) (br) of the statutes is created to read:

149.12 (3) (br) Persons receiving a federal tax deduction for amounts paid to
a health savings account under 26 USC 223 are not ineligible for coverage under the
plan by reason of such a tax deduction.

SECTION 3. 149.14 (1) (a) of the statutes is amended to read:

149.14 (1) (a) The Subject to sub. (2) (d), the plan shall offer coverage for each
eligible person in an annually renewable policy. If an éligible person is also eligible
for Medicare coverage, the plan shall not pay or reimburse any person for expenses

paid for by Medicare. If an eligible person is eligible for a type of medical assistance
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SECTION 3

specified in s. 149.12 (2) (f) 2., the plan shall not pay or reimburse the person for
expenses paid for by Medical Assistance.
SECTION 4. 149.14 (2) (a) of the statutes is amended to read:

149.14 (2) (a) The Subject to pars. (c) and (d), the plan shall provide every

eligible person who is not eligible for Medicare with major medical expense coverage.
‘Major medical expense coverage offered under the plan under this section shall pay
an eligible person’s covered expenses, subject to deductible, copayment, and
coinsurance payments, up to a lifetime limit of $1,000,000 per covered individual.

SECTION 5. 149.14 (2) (c) 1. of the statutes is amended to read:

149.14 (2) (¢) 1. In Subject to par. (d), in addition to the coverage under pars: -
par. (a) and-b), the plan shall offer to all eligible persons who are not eligible for
Medicare a choice of coverage, as described in section 2744 (a) (1) (C), P.L. 104-191.
Any such choice of coverage shall be major medical expense coverage.

(e) An eligible person who is not eligible for Medicare may elect once each year,
at the time and according to procedures established by the authority, among the

coverages offered under this-paragraph-andpar pars. (a), (¢), and (d). If an eligible

person elects new coverage, any preexisting condition exclusion imposed under the

new coverage is met to the extent that the eligible person has been previously and
continuously covered under the plan. No preexisting condition exclusion may be
imposed on an eligible person who elects new coverage if the person was an eligible
individuai when first covered under the plan and the person remained continuously
covered under the plan up to the time of electing the new coverage.

SECTION 6. 149.14 (2) (d) of the statutes is created to read:

149.14 (2) (d) 1. In addition to the coverages under pars. (a) and (c¢), to the extent

allowable under and consistent with federal law, the plan shall offer to eligible
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persons who are not eligible for Medicare a high deductible health plan, as defined
in 26 USC 223 (¢) (2), in conjunction with a health savings account option.

2. Premium reductions under s. 149.165 and deductible subsidies and
prescription drug copayment subsidies under s. 149.14 (5) do not apply to the
coverage offered under this paragraph.

(END)
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