SENATE COMMITTEE ON HEALTH, CHILDREN,
FAMILIES, AGING AND LONG TERM CARE

SENATE BILL 466

SB 466 WAS NOT PROPERLY DRAFTED.

I HAVE REQUESTED AN AMENDMENT TO REMOVE
149.132 (1) WHICH REQUIRES ANY MANUFACTURER
OF PRESCRIPTION DRUGS THAT PROVIDES DRUGS
FOR MEDICAL ASSISTANCE BENEFITS TO SELL
PRESCRIPTION DRUGS FOR THE PRESCRIBED USE
AND PURCHASE BY ELIGIBLE PERSONS UNDER HIRSP.

SENATE BILL 466 MAKES SEVERAL CHANGES TO HIRSP:

FUNDING

« UNDER THE BILL, AS A CONDITION OF COVERAGE OF THEIR
PRESCRIPTION DRUGS UNDER HIRSP, EACH DRUG
MANUFACTURER OR LABELER IS REQUIRED TO PAY AN
ASSESSMENT THAT IS BASED ON THE TOTAL CLAIMS PAID
BY HIRSP IN THE PREVIOUS CALENDAR YEAR TO
PHARMACIES AND PHARMACISTS FOR THE
MANUFACTURER'S OR LABELER'S DRUGS.

e THE ASSESSMENT AMOUNT FOR EACH CLAIM IS EQUAL TO
THE REBATE AMOUNT THAT THE MANUFACTURER OR
LABELER PAYS FOR THE DRUG UNDER MEDICAL
ASSISTANCE.

o —
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60 PERCENT OF HIRSP OPERATING COSTS WILL CONTINUE TO
BE PAID FOR WITH PREMIUMS. THE 40 PERCENT OF HIRSP'S
OPERATING COSTS THAT REMAIN AFTER PREMIUMS ARE
USED, WOULD FIRST BE PAID WITH THE DRUG
MANUFACTURER AND LABELER ASSESSMENTS.

THE COSTS THAT REMAIN WOULD BE PAID, IN EQUAL
PROPORTIONS, BY THE HEALTH INSURER ASSESSMENTS AND
THE HEALTH CARE PROVIDER PAYMENT DISCOUNTS.

THE BILL WOULD ALLOW THE PHARMACY EXAMINING
BOARD TO ASSESS A FORFEITURE OF NOT MORE THAN $1,000
PER DAY AGAINST A DRUG MANUFACTURER OR LABELER
THAT FAILS TO PAY AN ASSESSMENT FOR HIRSP.

HIRSP BOARD

e THE BILL REMOVES MOST OF THE ADMINISTRATIVE

RESPONSIBILITIES FROM DHFS AND TRANSFERS THEM TO
THE BOARD. “

FOR EXAMPLE, UNDER CURRENT LAW, DHFS MAY
ESTABLISH DIFFERENT DEDUCTIBLE AMOUNTS AND A
DIFFERENT COINSURANCE PERCENTAGE FROM WHAT IS
PROVIDED IN THE STATUTES, WHILE UNDER THE BILL THE
BOARD MAY DO SO.



¢ ANOTHER EXAMPLE, DHFS ESTABLISHES A PROGRAM

BUDGET IN CONSULTATION WITH THE BOARD AND MAY
IMPLEMENT THE BUDGET ONLY IFIT IS APPROVED BY THE
BOARD. UNDER THE BILL THE BOARD ESTABLISHES THE
PROGRAM BUDGET AND MUST CONSULT WITH DHFS IN
DERIVING THE PROVIDER PAYMENT RATE.

BOARB MEMBERSHIP

'THE BILL PROVIDES THAT THE BOARD WILL ANNUALLY
SELECT THE CHAIRPERSON. THE BILL ALSO ADDS A
REPRESENTATIVE OF PHARMACEUTICAL RESEARCH AND
MANUFACTURERS OF AMERICA TO THE BOARD.

_EXPENSES COVERED BY HIRSP

~ UNDER CURRENT LAW EXPENSES COVERED UNDER HIRSP

AND EXCLUSIONS ARE SET OUT IN THE STATUTES. THE BILL
ELIMINATES THOSE PROVISIONS AND REQUIRES THE BOARD
TO ESTABLISH BY RULE THE PLAN DESIGN, INCLUDING
COVERED EXPENSES AND EXCLUSIONS. '"5

SELECTION OF THE BOARD ADMINISTRATOR

UNDER CURRENT LAW, DHFS MAY SELECT THE PLAN
ADMINISTRATOR IN A COMPETITIVE BIDDING PROCESS. THE
BILL REQUIRES THE BOARD TO SELECT THE PLAN
ADMINISTRATOR IN A COMPETITIVE, REQUEST-FOR-
PROPOSALS PROCESS AND ALLOWS THE BOARD TO



CONTRACT WITH OTHER PERSONS TO PROVIDE
PROFESSIONAL SERVICES TO THE BOARD AND HIRSP.

PREMIUM RATES FOR HIGHER INCOME

o THE BILL ALLOWS THE BOARD TO ESTABLISH FOR COVERED
PERSONS WITH ANNUAL HOUSEHOLD INCOMES OVER
$100,000 A SEPARATE SCHEDULE OF PREMIUM RATES THAT
ARE HIGHER THAN THE RATES FOR OTHER COVERED
PERSONS. '

“ /'« THE ADDITIONAL PREMIUM COLLECTED MUST BE USEDTO | -~
e FURTHER REDUCE THE PREMIUMS PAID BY LOWER-INCOME |
COVERED PERSONS WHO RECEIVE A SUBSIDY FOR /v-f"f
PREMIUMS AND DEDUCTIBLES. pd g

e

A
"

BLIGIBILITY S S

« UNDER THE BILL, A PERSON IS ELIGIBLE IF HE OR SHE IS
REJECTED FOR COVERAGE BY 2 OR MORE INSURERS OR IF HE |
OR SHE IS REJECTED FOR COVERAGE BY AT LEAST 1 IN§URER
IN ADDITION TO HAVING COVERAGE CANCELED OR
REDUCED, OR PREMIUMS INCREASED, BY 1 OR MORE
INSURERS.

(UNDER CURRENT LAW, A PERSON IS ELIGIBLE FOR HIRSP COVERAGE
IF BE OR SHE IS REJECTED FOR COVERAGE BY 1 OR MORE INSURERS,
HAS COVERAGE CANCELED BY ONE OR MORE INSURERS, OR RECEIVES
NOTICE OF A SUBSTANTIAL REDUCTION IN COVERAGE OR A 50
PERCENT INCREASE IN PREMIUM) '




e+ UNDER CURRENT LAW, A PERSON IS NOT ELIGIBLE FOR

'COVERAGE UNDER HIRSP IF HE OR SHE IS ELIGIBLE FOR
COVERAGE PROVIDED BY AN EMPLOYER. SB 466 REQUIRES
DHFS TO VERIFY INFORMATION THAT AN APPLICANT
PROVIDES ABOUT HIS OR HER EMPLOYMENT AND
WHETHER HEALTH CARE COVERAGE IS AVAILABLE
THROUGH THAT EMPLOYMENT.

+ DHFS MUST MAINTAIN A DATA BASE WITH THE
INFORMATION AND SUBMIT A QUARTERLY REPORT
TO THE BOARD ON THE INFORMATION.

GRANT MONEY

e THE BILL REQUIRES THAT ANY FEDERAL GRANT MONEYS
RECEIVED BY THE STATE UNDER THE TRADE ADJUSTMENT
ASSISTANCE REFORM ACT OF 2002 BE USED TO PAY PLAN

© COSTS BEFORE ANY COSTS ARE PAID WITH PREMIUMS OR

INSURER AND DRUG MANUFACTURER AND LABELER
ASSESSMENTS AND PROVIDER PAYMENT DISCOUNTS.



Health Insurance Risk Sharing Plan (HIRSP) Reform Legislation

Increasing Enrollment & Costs Equals a Hidden Tax on Small Business

L

HIRSP enrollment has grown to 17,447 lives, over a 120% increase in the past four years.

The 2004 State Fiscal Year HIRSP budget is approximately $170 million, over a 250%
increase in the past four years,

The State has eliminated General Purpose Revenue (GPR) funding thus increasing the
burden on insurers, providers & policyholders. In 1998, GPR funding represented 25% of
the funding of the program.

Failure to fix HIRSP will result int an increase in this hidden HIRSP tax as costs are shifled
on to small businesses.

Components of the Legislation

1.

*

3.

4.

Governing Board

Restores HIRSP Board of Governors authority to manage the program so that more attention
is given to controlling costs and enrollment.

All_ows.;Boafd to redesign HIRSP benefits to more reasonably reflect benefit designs in the
commercial market.

Broadening Funding Base - Pharmaceutical Companies

Requires pharmaceutical companies to contribute reasonable rebates consistent with other
public health care programs.

Verification of Eligibility & Income

Requires the Department of Health & Family Services to verify that individuals in HIRSP
are not eligible for employer sponsored coverage.

Requires that two or more insurers must reject an individual to establish eligibility to ensure
that HIRSP is used as a program of last resort.

Means Testing

Allows the Board to establish a higher rate schedule for those on HIRSP with incomes
higher than $100,000 to help reduce premiums of lower-income HIRSP participants.

10 East Doty Street » Suite 503 » Madison, W1 53703
608-255-8599 » Fax 608-255-8627 * www.wihealthplans.org



WISCONSIN ASSOCIA+.ON OF HEALTH PLANS

Coverage Comparison
7/18/03
BENEFIT CATEGORY TYPICAL INDIVIDUAL HIRSP POLICY (PLANS 1A AND | B}
INSURANCE POLICY .

Inpatient hospital cost-sharing

Subject to general deductible (varies, wmn
below), then 10% - 30% coinsurance.’

Subject to general deductible ($1,000 or $2 mooy then
20% coinsurance,

Outpatient hospital cost-sharing

Subjectto general deductible (varies, see

below), then 10% - 30% coinsurance.

Subject to general deductible (31,000 or mwbmoov. then
20% coinsurance.

Emergency room cost-sharing $75 copayment Subject to general deductible ($1,000 or $2,500), then
20% coinsurance.

Ambulance cost-sharing Subject to general deductible ?mﬁam see . Subject to general deductible ($1,000 or $2,500), then
. - below), and/or 20% coinsurance. ) 20% coinsurance.

Office visit cost-sharing

mw_u.ﬁnnw to general deductible (varies, mmn...
below), and/or 10% - 30% coinsurance.

msgmﬁ to general deductible (31,000 or $2 ,500), then
__20% coinsurance.

Prescription drug cost-sharing

“Drugs arenot covered i d_in many n»mﬁ.

=+ 1+20% coinsurance up to a maximum out-of-pocket cost of $25 per

prescription.
For plans with drug coverage, -
deductible/coinsurance or three-tier benefit |
($10 generic/$25 preferred brand/$35 other
brand) applies. .
Annual out-of-pocket maximum for drug None. None.

copayments

Mental health/substance abuse

Mandate does not apply to individual
zam,n.om. mﬁcm» do not provide Squwan?

Hwomm &mm provide coverage do not nxomnnm
the statutory annual minimums of:

.V $2,000 o:ﬁm&ﬁ:
> $3,000 transitional.
» mﬁcow.ﬁww:aﬁ.

Overall annual statutory minimum is
$7,000.

5 ...>mm=a benefits exceed statutory minimums applying to group
|- coverage:

» 30 days inpatient for substance abuse.
» 60 days inpatient for mental health.

> $3,000 for oufpatient services, with the first $500 being
- exempt from the deductible and coinsurance.

] » $3,000 for transitional treatment, exempt from deductible and

coinsurance.

-» No annual cap on overall mental health benefits.

Physical, occupational, speech therapies

Subject to general deductible (varies, see |
below), and/or 10% - 30% coinsurance:.
. Quantity/duration limits often apply.

Subject to general deductible ($1,000 or $2,500), then
20% coinsurance,

Gastrointestinal surgery for obesity

Not typically covered.

Subject to general deductible ($1,000 or $2,500), then
20% coinsurance,




WISCONSIN ASSOCIATON OF HEALTH PLANS

Coverage Comparison

7/18/03
"BENEFIT CATEGORY TYPICAL INDIVIDUAL HIRSP POLICY (PLANS 14 AND 1B)
INSURANCE POLICY
Transplants Coverage varies. Lifetime transplant

maximum of $250,000 - $500,000 typically
applies.

Subject to general deductible ($1,000 or $2,500), then
20% coinsurance.

Preventive/restorative dental

Not typically covered. Benefit can be
purchased separately in some cases.

Not covered,

Hospice care

Covered. In some cases subject to
deductible and coinsurance.

Subject to general deductible and coinsurance.

Vision

If coverage is offered, it is typically limited

to one exam/refraction per year.

Exams not covered. Limited benefit for corrective lenses.

Hearing mﬁﬁn@niaﬁ implants

Not typically covered.

Not covered.

General deductible

$250 - $10,000 per year,

$1,000 or $2,500 per year.

Coinsurance percentage

16% - 30%

20%

Ammual out-of-pocket maximum

$1,250 - $190,000,
not including drug cost-sharing.

$2,000 or $3,500 per year, not including drug coinsurance.

Lifetime benefit maximum

$1,000,000 - 2,000,000

$1,000,000

Total annual cost

Child: %550 - 31,480
Adult: $1,200 - $16,200
(Lower costs apply to younger enrollees -
with higher deductibles.) .

Child: $1,296 - $2,232
Adult: $1,296 - $10,836




Wisconsin Health Insurance Risk Sharing
Plan (HIRSP) Enrollment
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HIRSP Insurer Assessments
(in millions)
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HIRSP Program Expenditures

(in millions)
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Health Insurance Risk Sharing Plan (HIRSP)
' Composite Average Annual Premivm Rate by Plan
Plan Enrollment as of September 30, 2003

Plan 2 - Subsidy
_47%

Plan 2 - Non-Subsidy
5.3%

Plan 1A - Subsidy

18.1% Plan 1B - Non-Subsidy

40.7%
Plan 1A - Non-Subsidy
31.1%
Composite
Percent of Lowest  Percent Highest - Percent Average
Plan Plan Enroilment Amnual  Standard Annual  Standard - Annual
Enroflment  September 34, 2003 Premium Risk Premium Risk Premium
Rate Rate Rate Rate Rate
Plan 1B - Non-Subsidy 40.7% 7.020  individuals $1,296  1008% $7.800 1003% $3,085
Plan 1A - Non-Subsidy 31.1% 5,360 individusls 51,800 1400% $10,836  140.0% $4,284
Plan 1A - Subsidy 18.1% 3,115 individuals $1,284 106.0% $10,062  130.0% $3,575
Plan 2 - Non-Subsidy 53% 921 individuals 51,380  107.0% $3,280  107.0% $3,275
Plan 2 - Subsidy 4.7% 812 individuals - $984 76.5% $7.691 99.4% $2,697 -

17,228  individuals enrolled in HIRSP as of September 30, 2003
1172312063
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PREMILIMS PAID BY POLICYHOLDERS WITH ANNUAL HOUSERDLD INGOMES UNDER $25,000

WHO ARE ELIGIBLE FOR PREMIUM SUBSIDY UNDER 3. 149,165

PLAN 1A - SURSIDY RATES
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HEIRK Shoring Plan (HIRSD)

REWVISED FY 2004 PREMIUM RATE SCHEDULE - PLAN 2 - SUBSIDY RATES
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PREMIUMS PAID BY POLICYHOLDERS WITH ARNUAL HOUSEHOLD INCOMES UNDER $25 000
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e e S i/ S s Gk s SAL rihie

BLAN I - SURSIDY RATES

FY 20048 (JOLY 1, 2003 - JUNE X0, 204)

ML EERITE SUPPLENNY AN

{ Pian 2 Subaidy Base Rote}
(TE.5% of Avg. Sind. Risk Rale}

HOWEEHOLES ERHCONE » 50 - §9, 000
MALES
TONET - ZONEZ ZONE 3 i
AGE GROUP EEFECINE JULRL2003 | ERRCIVE M GL2003 | EFFECIE sut 9l o
m’“‘m s m 5 mw
pii) YT tX (R
i A $1.508 T
FG T §LeR $iET $1,944
B0 | 32009 SLEOD $9.588
w548 ; 32550 52318 $5.064
5554 R AR 33056 32,750
TR ETE 3T
B e $5utE T
FEMALES
FONE 1 ZONE 2 ZONE S
AGE GROUP EFFECERE JUL0L2063 §  EEFECENE ULBL.2003 | EFFECING JULOI 2003
To-od ¥ ORTRE ST Fi958
TS I I A Fh 31572 §i.952
- N T - A i® T3
3599 34,798 STE0 "$5.754
i $2.508 :2'%5 f oy
[ Ay ey E¥X $Ea54
5054 35,580 $3.780 j 7H:Ey
] - EIRE] & <N [ R —
3 21 23 $3588
{ 106 5% of Plan 2 Subsidy Hase)
(B1.4% of Avg. Standard Risk Raie}
HOUSEROLE IMCOME » $Aly, 000 - $1X, 908
R — 12
ZONE 1 ZONE S ZONE 3
AGE GROUP EFEECTOE JULOL.2003 | EFFRCIIVE JULDL20OS | ERFECTIVE JULOL7003
o £ S B IT0A0
[— 55 7,308 $T78 $1 B4y
i) 13EE ; TTRGEE ]
3034 | {BET) 33,353 LR
3538 1,785 LX) $1457
AGAE 31517 E ]
4535 5 TAE $2AET TET08
TTTRGEA SIEET $3.287 255
5550 - LB LT pickrg
B3+ $6.50T £ 35055
- FEMALES T
ZONE 1 ZONEZ FONE3
AGE GROUP EFFECEVE 02008 | EFFRCTIVE BULDT.200% | DFFECTAEJULOLIO03
it 5 RN FLAn
1574 S EXSE] §T.088 51918
- ] 1,057 FENILS 31,462
S I N I $i.540 ¥LE6
3538 $2.008 32909 3T
TSN B 52,403 F XS
35y T 35 [ 7E ] SL518
e a0 I EBY YO8
TR 33,957 $3518
BOT 3s1T8 i BEn 4347
{ 115.5% of Plan 2 Subsidy Base)
{ 88.3% of Avg. Standard Risk Rale}
HOUEEROLED HECOME « $548,000 - S8 990
WBLES o —
__ ZONE1 TONE 2 ZONE 3
ABE GROUP FPECPRE LI 000 | EFFECINE Stoizond ) EFNECIDE 181 W0
T-18 K 5
[ M T §1A1d Fira LENEY
i 2528 Ll $1.357 578
i ) 3BT {3
O - O i 552
S R 32079 LR
. 4548 FEIH X
TR 3,078 35878 $3388 -
55758 $5.287 ST 33,573
25 $5. 80 $5. 740 X
ZONE 1 ZONE 2 Z0NE3
ASE a%our" EFFECTE HLDI.0003 1 EFFECINE REO1.2003 | EFRECIIVE 390010083
[ X p e A
T 2 i STE0E $1478
- ; 1610 ST 1
[T I 5] .65 (L
RSy 3 Ty Y2287 PRy
g Y 55 298
5 FEAT0 A 32,730
3 LS X T
) {337 4.7y 5T
BT $LETT £ et

{ 124.5% of Pian 2 Subsidy Base)

{85.2% of Avg. Standerd Risk Rats)
HOUWSEBOLE SMNCODME « 397,000 ~ AN SN
e BN
FONE T j ZUNEF ZONER
ERFECIVE FBL01. 2008 | EFFECTVE JULOLOGOR ¢ EFEECRME JULDTODS

i . 3.2

5 $i4H $1.270
XL 51,528 5148

$E082 7,852 ESCT S |

$2.488 32,241 LI
TR T TS 3358

$a. el 355 KX

f ¥ e SE5AE

' b1l ﬁiﬁ'ﬁ 2208
FEMALES
ZEHET ZONE 2 ZONES
HHTCIVE JULOLI00Y ¢ EFFECIRE SULOUI0E | ERRCIVE ARLDL 00
31507 TR T

Y2788 2 N
TR EEEES i

AT 7455 (PR

| fERER] $EB08 TRAny i
R TS SNE: = -t AR W
SEAET % 3576
RN 3, 00
S ) X 34547
{ 130% of Plan 2 Subsidy Base)
{ 88.4% of Avg. Starvdend Risk Hate)
HODEEIEOLES SN - B2, 000 -+ B4 DD
MALES
ZONE § ZONE 7 ZONE 8
EFFECIVE OLDL200 © EFFRCIINE JULOR.JODT | ERectmi il 00
T STAe] s N 5P ~
S 5 I TR L M M 5 %+ I
3 $T408 LB

1572 31,700 Y1458

3278 33,556 YT 1l
— 9 15T o
5477 X TS
: I 37581 ; 'SE_;T!? ; AL

: ZONE 1. ZONE 2 zéwe 3
EFFECINE Jill.G3.2003 EFFECINE JULO1 2003 | SFPECTIVE JUL 07,2003
B - e i
: 258 o —

Erdih] b{

SusE 325 $e ]
TR ;3%%3 S?IG?E; .
s TRET O
e $4.855 ¥4.2008

$5.478 $5 65 5,050

Rate Table —Plan 2 - Subsidy
FHousehold Income = §0 - $5,809
{Maie 52282
Female $2,387
Househald Income = $10.000 - $13,808
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April 21, 2004

. : o
Setﬁ‘ Carol Roessler . U
18" Senate District -—.
Room 8 South T iy | .
State Capitol Al oo cut
PO Box 7882

Madison, W! 53707-7882
Dear Sen. Roassl_er:

Fox River Paper Company is one of the nation’s leading manufacturers of premium writing, text and cover
papers. Our reputation for product excellence, vaiue and innovation is driven by a commitment to meet
the evolving needs of our customers, As the Corporate Benefits Manager, | manage all group insurance,
penséon. and ether benefit programs for both salaried and hourly employees in the company.

On behalf of my company and our.employees, | strongly encourage you oppose any attempt to tax
employers who self-fund health benefits. Continued double-digit medical cost inflation already makes it
difficult for us to continue fo fund health care while trying to maintain our marketplace competitiveness,
without any newly added tax burden.

Itis h’iy undéfétanding that some state legisiators and high-ranking state officials are considering the
possnba!aty of broaden;ng the base of funding for the state’s Health Ensurance stk Shanng Pian (H!RSF‘)
Ih ; ] based.onoo : i

The formufa for the assessment on stop loss carriers results in the shift of a disproportionate share of the
cost to stop loss carriers and, ultimately, to empioyers An assessment based on covered lives would
raise the total cost of providing employees heaith beneftts by 810 10 percent This proposal is a
_sagmf;cani tax zncrease on _employers L . .

: The cosi of the HERSF’ assessment on stop Eoss camers would be passad aiong to emp!oyers who self-
fund health plans. In effect, the assessment will shift a major burden for the funding of HIRSP from those
in the business of health insurance to employers of this state who are in business for other reasons,

Unlike health insurance, stop loss does not provide coverage to individuals or pay service providers.
protects and indemnifies employers who sponsor self-funded group health plans, making it possible for
employers to manage the financial risk of offering employee benefits. Typically, stop loss is triggered
when group health plan costs exceed a specified dollar amount. The proposal reflects a basic
misunderstanding of stop loss insurance by atternpting to put it in the same category with health
insurance,

| urge you to gppose any effort {o include stop loss in the funding of HIRSP. Such a scheme wouid
negatively impact health care availability in Wisconsin.

I would weicome the opportunity to have you come to our business and learn more about the challenges
we face in providing health care benefits to our employees. Please do not hesitate to contact me at (920)
738-8822 to arrange a visit,

| look forward to hearing from you about this issue.

Amy Vissers
Corporate Benefits Manager




