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i n s u r a n c e  p l a n s  t o  i n c l u d e  c e r t a i n  t y p e s  o f  s e r v i c e s  o r  t o  i n s u r e

them a d e q u a t e l y ;  (3)  t h e  i n a d e q u a c y  o f  some i n s u r a n c e  p l a n s  i n

c o v e r i n g  h i g h  e x p e n s e s  (an  e s t i m a t e d  37 m i l l i o n  A m er icans  h a v e

p l a n s  t h a t  do n o t  a d e q u a t e l y  c o v e r  h i g h  e x p e n s e s  o r  l o n g  h o s p i t a l

s t a y s ) ; and  (4)  t h e  i n e f f e c t i v e n e s s  o f  t a x  s u b s i d i e s  i n  a s s i s t i n g
£/

low - incom e  f a m i l i e s .

The l a c k  o f  a d e q u a t e  b a s i c  i n s u r a n c e  c o v e r a g e  f o r  a l m o s t  o n e -  

t h i r d  o f  t h e  f a m i l i e s  whose incom es a r e  be lo w  t h e  n a t i o n a l  m ed ian  

and t h e  f a i l u r e  o f  b o t h  p u b l i c  and  p r i v a t e  h e a l t h  i n s u r a n c e  p r o ­

grams t o  c o v e r  c e r t a i n  t y p e s  o f  s e r v i c e s  h a v e  r e s u l t e d  i n  two k i n d s  

o f  c a t a s t r o p h i c  o u t - o f - p o c k e t  e x p e n s e s :  t h e  c o s t  o f  l o n g - t e r m  c a r e

f o r  t h e  ag ed ;  and  a v a r a g e  o r  n o rm a l  e x p e n s e s  t h a t  consume an u n -
7 /

r e a s o n a b l e  p r o p o r t i o n  o f  a lo w - inco m e  f a m i l y ' s  r e s o u r c e s .  A l th o u g h

103 m i l l i o n  p e r s o n s  h a v e  m a j o r  m e d i c a l  i n s u r a n c e ,  and  p rog ram s  su c h

as  M e d ic a re  and M e d i c a id  c o v e r  p a r t  o f  t h e  c o s t s  i n c u r r e d  by t h e

e l d e r l y  and  t h e  m e d i c a l l y  i n d i g e n t ,  b o t h  g ro u p s  s t i l l  e x p e r i e n c e

h i g h  o u t - o f - p o c k e t  e x p e n s e s  f o r  n o n - h o s p i t a l  s e r v i c e s ,  a s  w e l l  as

f o r  t h o s e  a s p e c t s  o f  t h e i r  h o s p i t a l i z a t i o n  n o t  c o v e r e d  by p r i v a t e
§./

i n s u r a n c e  o r  p u b l i c  m e d i c a l  c a r e  p r o g r a m s .

These  a r e  some o f  t h e  i s s u e s ,  a lo n g  w i t h  t h e  f a i l u r e  o f  t h e  

f e d e r a l  g ov e rn m en t  t o  e n a c t  t h u s  f a r  a n a t i o n a l  h e a l t h  i n s u r a n c e  

p l a n ,  which  h a v e  p r o m p te d  s t a t e s  t o  e n a c t  t h e i r  own i n s u r a n c e  

p l a n s .  T h i s  p a p e r  w i l l  now exam ine  t h e  e x p e r i e n c e s  o f  t h e  f i v e  

s t a t e s  t h a t  hav e  e n a c t e d  s u c h  p r o g r a m s .
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CHARACTERISTICS OF STATE HEALTH PIANS

I n  d e c i d i n g  to a d o p t  a s t a t e  h e a l t h  i n s u r a n c e  p l a n  f o r  its 

r e s i d e n t s ,  a s t a t e  g o v e r n m e n t  m u s t  c o n s i d e r  m a n y  q u e s t i o n s .  F i r s t ,  

h o w  does it i n i t i a l l y  d e t e r m i n e  the n e e d  f o r  a s t a t e  h e a l t h  

i n s u r a n c e  p r o g r a m ?  W h a t  k i n d s  o f  c r i t e r i a  s h o u l d  b e  u s e d  to 

d e c i d e  w h e t h e r  a p l a n  .h o u l d  be l i m i t e d  to c a t a s t r o p h i c  i l l n e s s  

c o s t s  or  b e  morf c o m p r e h e n s i v e  in  s c o p e ?  H o w  d o e s  it d e c i d e  w h e t h e r  

a p l a n  s h o u l d  b e  m a n d a t o r y  o r  v o l u n t a r y  for its c i t i z e n s ?  A n d  

i f  t h e  p l a n  is v o l u n t a r y ,  h o w  do e s  t h e  s t a t e  p r o c e e d  in m a r k e t i n g  

it to the p u b l i c ?

A n o t h e r  q u e s t i o n  t h a t  a r i s e s  deals w i t h  the r e l a t i o n s h i p  o f  

t h e  s t a t e  p l a n  to p r i v a t e  i n s u r a n c e  c a r r i e r s  s u c h  as B l u e  C r o s s ,

B l u e  S h i e l d ,  a n d  c o m m e r c i a l  i n s u r e r s ,  as w e l l  as to H M O s  a n d  M e d i c a i d  

a n d  M e d i c a r e  b e n e f i c i a r i e s .  In a d d i t i o n ,  w h a t  e f f e c t  w i l l  

a n y  p o t e n t i a l  n a t i o n a l  h e a l t h  i n s u r a n c e  p r o g r a m  h a v e  u p o n  t h e  s t a t e  

p l a n ?  W h a t  if the s t a t e  p l a n  is b r o a c e r  in s c o p e  t h a n  t h e  i n i t i a l  

n a t i o n a l  h e a l t h  i n s u r a n c e  p r o g r a m ?  W i l l  the s t a t e  p l a n  j u s t  s u p p l e­

m e n t  t h o s e  b e n e f i t s  n o t  c o v e r e d  b y  uhe n a t i o n a l  h e a l t h  i n s u r a n c e  

p l a n ?  W h a t  if the s t a t e  p l a n  is n a r r o w e r  t h a n  a n y  i n i t i a l  n a t i o n a l  

h e a l t h  i n s u r a n c e  p r o g r a m ?  W i l l  the s t a t e  d i s s o l v e  its o w n  p l a n  in 

f a v o r  o f  the n a t i o n a l  h e a l t h  i n s u r a n c e  p r o g r a m ?  A n d  w h a t  k i n d  o f  

l e g i s l a t i v e  o b s t a c l e s  m u s t  b e  o v e r c o m e  to g e t  s u c h  a p l a n  e n a c t e d  

in the f i r s t  i n s t a n c e ?

T h u s  far, it w o u l d  a p p e a r  t h a t  at l e a s t  f i v e  s t a t e s  h a v e  

a n s w e r e d  s o m e  o f  t h e s e  q u e s t i o n s  tc t h e i r  o w n  s a t i s f a c t i o n .  T h e y
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P lan  N a tio n a l Assn. C ouncil o f
o f I iu ra n c e  In suran ce
C om m issioners Legis lato rs

___________________________________________________ (C O IL )__________

Coverage C om preh ens ive  C om preh ens ive

A v a ila b ility A ll em ployers  
an d  p riva te  
h e a lth  insurers  
m u st o ffe r  s ta te  
p la n  as a lte r ­
na tive ; firm s  
m ust insure those  
w ho c a n 't ge t 
or a ren 't e lig ib le  
fo r  p riva te  
insurance.

A ll insurers  
req u ired  to  
o ffe r s ta te  
p lan  as  ..n 
o p tio n , th rough  
sta te  in suran ce  
pool if necessary.

D e d u c tib le O p tio n  1: $200 
per person.
O p tio n  2: C ho ice  
o f  $200, $400, 
or $750 per person.

$200 per  
person.

F u n d in g P rem iu m s P rem iu m s

C o-paym enf O p tio n  1: 20%  
co paym ent.
O p tio n  2: N o  
co-paym ent. Both  
op tio ns prov ide  
th a t w hen po licy - 
ho lder's  ou t-o f- 
po cxet expenses  
eq ua l 10% of 
gross ad ju s ted  
incom e, insurance  
w ill pay a ll a d d i­
tio n a l h e a lth  
expenses.

20%  of costs  
over d e d u c tib le , 
up to  m ax­
im um  of $1,000 
ou t-o f-p ocket 
expenses per  
person.

S tru c tu re In su ran ce  co n ­
d u c te d  by p r i­
va te  sector, 
u n d e r g u id e lin e s  
o f "s ta te  h e a lth  
ca re  co m m iss ion "  
w ith  broad  
rep rese n ta tio n . 
C om m ission  
requ ired  to  . 
review  h o sp ita l 
costs; in suran ce  
co m m iss io n er  
has op tio n  o f 
e n a c tin g  rev iew  
ru les  fo r phy­
s ic ia n  costs.

C overage fo r  
u n in s u rab le s  
h a n d led  by 
s ta te  associ­
a tio n  of p riva te  
insurers  to  
pool re insurance  
costs. Som e  
m ech an ism  
es tab lish ed  to  
rev iew  ho sp ita l 
costs; peer  
review , as  
c u rre n tly  
exists, req u ired  
fo r physicians.

C o n n ec ticu t

S am e as C O IL  
p lan , w ith  
one su bstan­
tiv e  d iffe re n c e : 
In s tead  o f 
f la t  $200 
d e d u c tib le , 
in d iv id u a ls  
given  choice  
o f th ree:
$250, $500, 
and $750.

Hawaii M a in e Rhode Island M in n eso ta

C om prehens ive C ata s tro p h ic E ssen tia lly
c a tas tro p h ic

C o m p reh en s ive /
c a tas tro p h ic

A ll em ployers  
m u st m ake  
h e a lth  in sur­
an ce  av a ila b le  
to  m ee t 
b asic  m in i­
m um  coverage  
standards.

A ll s ta te  
res id ents  
covered.

A ll s ta te  res id ents  
covered; ex ten t 
of coverage  
based on w h eth er  
in d iv id u a l has 
p riva te  insurance  
policy.

S ta te  assoc iatio n  
of p riv a te  
insurers  m u st 
m ake coverage  
a v a ila b le  to  
anyone re jec ted  
by tw o  p riva te  
firm s; s ta te - 
fu n d e d  c a t­
a s tro p h ic  p lan  
also. A ll 
em ployers  w ith  
m ore th a n  10 
em plo yes m ust 
m ake coverage  
a v a ilab le .

A cco rd ing  to 
p riva te  p o li­
cies.

W hen in d iv id ­
u a l’s o u t-o f- 
p ocket h e a lth  
expenses  
exceed 20%  of 
gross a d ju s t­
ed  incom e, 
s ta te  pays re s t

From $500 to 
$5,000, d e p en d ­
ing on 
w h eth er or 
not in d iv id u a l 
has p riva te  
insurance.

T h re e  " le v e ls "  of 
d e d u c tib le s  to  be 
phased in  g rad ­
ually.

P re m iu m s S ta te  c ig are t 
tax; no p rem iu m

S ta te
revenues

C om preh ens ive  
coverage paid  
by prem ium s; 
c a tas tro p h ic  
by s ta te

A ccord ing  to 
p riv a te  p o li­
c ies.

N one N one P riv a te  ca rrie rs  
w ill d e te rm in e , 
w ith  approval 
o f s ta te .

N ot rea lly  
s ta te  h e a lth  
in suran ce, but 
a set of legal 
req u ire m e n ts  
to  expand th e  
p riv a te  in sur­
an ce  m ark e t to  
a ll em ployed  
persons.

R un by s ta te  
governm ent.

R un by state  
governm ent.

P riv a te  insurers  
m u st han d le  
co m p reh en s ive  
p lan ; s ta te  w ill 
h a n d le  c a t­
as tro p h ic  um ­
b re lla  coverage.

S o u r c e :  " S t a t e  H e a l t h  I n s u r a n c e  P l a n s :  T i p t o e i n g  i r  
Rack D o o r , "  A m erican  M e d ic a l  News. November 8 .  1976 
d . 8 . ” ---------------------------------------------------------------------



i n c l u d e  M aine ,  Rhode I s l a n d  and  M i n n e s o t a  w h ic h  have  e n a c t e d  

c a t a s t r o p h i c  h e a l t h  i n s u r a n c e  p r o g r a m s ,  and  H aw aii  and  C o n n e c t i c u t  

w h ic h  h a v e  e n a c t e d  p l a n s  t h a t  a r e  more c o m p r e h e n s iv e  t h a n  t h e  

c a t a s t r o p h i c  i l l n e s s  a p p r o a c h .

RHODE ISLAND

The s t a t e  o f  Rhode I s l a n d  d e c i d e d  i n  A p r i l  1974 t h a t  a 

c a t a s t r o p h i c  h e a l t h  i n s u r a n c e  p l a n  was n e e d e d  f o r  t h e  a v e r a g e  

w o rk in g  p e r s o n  whose income was a b o u t  $ 1 0 ,0 0 0  p e r  y e a r .  Under 

t h e  p r o g r a m , e f f e c t i v e  J a n u a r y ,  1975,  Rhode I s l a n d  payu t h e  c o s t s  

o f  e l i g i b l e  h e a l t h  s e r v i c e s  a f t e r  a  p e r s o n  h a s  i n c u r r e d  a s p e c i f i e d  

amount o f  m e d i c a l  e x p e n s e s .  The p ro g ra m  e n c o u r a g e s  t h e  p u r c h a s e  

o f  p r i v a t e  h e a l t h  i n s u r a n c e  i n c l u d i n g  t h a t  o f  m a j o r  m e d i c a l  w h e t h e r  

i t  be  f rom  Blue  C ross  and B lue  S h i e l d ,  c o m m e rc ia l  i n s u r e r s  o r  

t h r o u g h  H e a l t h  M a in te n a n c e  O r g a n i z a t i o n s .  T h i s  e n c o u ra g e m e n t  i s  

f o s t e r e d  by v a r y i n g  t h e  amount o f  t h e  d e d u c t i b l e  t h a t  t h e  i n d i v i d u a l  

m us t  m ee t  p r i o r  t o  t h e  s t a t e  p l a n  becom ing  e f f e c t i v e .  The amount 

o f  th e  d e d u c t i b l e  i s  t i e d  t o  t h e  k i n d  o f  p r i v a t e  h e a l t h  i n s u r a n c e

t h a t  an i n d i v i d u a l  p u r c h a s e s .  T h u s ,  t h e  d e d u c t i b l e  w ou ld  be  s m a l l e s t  

f o r  an i n d i v i d u a l  o r  f a m i l y  w i t h  q u a l i f i e d  h e a l t h  i n s u r a n c e  c o v e r a g e  

t h a t  a l s o  i n c l u d e s  m a jo r  m e d i c a l ,  l a r g e r  f o r  t h e  i n d i v i d u a l  o r  

f a m i l y  w h ic h  h a s  q u a l i f i e d  h e a l t h  i n s u r a n c e  c o v e r a g e  w i t h o u t  m a jo r  

m e d i c a l  and  l a r g e s t  f o r  an i n d i v i d u a l  who does  n o t  h a v e  q u a l i f i e d  

h e a l t h  i n s u r a n c e  c o v e r a g e  a t  a l l .  The same i n c e n t i v e s  a p p ly  co 

M e d ic a re  b e n e f i c i a r i e s  who p u r c h a s e  p r i v a t e  h e a l t h  i n s u r a n c e  as 

s u p p l e m e n t a r y  c o v e r a g e  t o  M e d i c a r e  b e n e f i t s .  The p ro g ram  r e q u i r e s
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a l l  i n s u r a n c e  c a r r i e r s  t o  o f f e r  a  q u a l i f i e d  p o l i c y  t h a t  m ee ts  

minimum s t a n d a r d s  and  minimum b e n e f i t s  as s p e c i f i e d  by t h e  s t a t e .

The r a t e s  f o r  su c h  i n s u r a n c e  m us t  be  a p p r o v e d  by t h e  s t a t i e  as w e l l .  

The p ro g ra m  p r o v i d e s  f o r  t h e  e s t a b l i s h m e n t  o f  a r e i n s u r a n c e  p o o l  

and  a l l  c a r r i e r s  w r i t i n g  q u a l i f i e d  h e a l t h  i n s u r a n c e  p o l i c i e s  may 

p a r t i c i p a t e  i n  t h e  p o o l .  T h e r e  i s  a l s o  m a n d a to ry  p a r t i c i p a t i o n  i n  

t h e  p o o l  i f  t h e  i n s u r a n c e  c o m m is s io n e r  deems such  p a r t i c i p a t i o n
V

t o  b e  n e c e s s a r y .

MAINE

I n  d i s t i n c t  c o n t r a s t  t o  Rhode I s l a n d ,  t h e  s t a t e  o f  Maine i n

1974 m e r e ly  e s t a b l i s h e d  a c a t a s t r o p h i c  m e d i c a l  e x p e n se  fu n d  t h a t

was p a r t i a l l y  f i n a n c e d  t h r o u g h  a c i g a r e t t e  t a x  t o  a i d  a l l  p e r s o n s

who w ere  e x p e r i e n c i n g  c a t a s t r o p h i c  m e d i c a l  e x p e n s e s  and  who w ere

n o t  o t h e r w i s e  e l i g i b l e  f o r  a i d  t h r o u g h  f e d e r a l  p r o g r a m s .  The p l a n

h a s  a v e r y  h i g h  d e d u c t i b l e  t h a t  m ust  be  met p r i o r  t o  i t s  a s s i s t i n g

t h o s e  i n  n e e d  and o p p o s i t i o n  t o  t h e  s t a t e  p rog ram  has  b e e n  s m a l l

on t h e  t h e o r y  t h a t  t h e  e l i g i b i l i t y  s t a n d a r d s  a r e  v e r y  h i g h  and

t h a t  o n ly  t h o s e  t r u l y  i n  t r o u b l e  w i l l  be  a i d e d .  The p ro g ram  c o v e r s

m a j o r  b c l e s s  t h a n  o n e - y e a r  l o n g  d i s a b i l i t i e s  and p r e v e n t s  t h e

t o t a l  w ipe  o u t  o f  f a m i l i e s  w i t h  s m a l l  a s s e t s .  The p l a n  t e r m i n a t e s

when any s i m i l a r  p ro g ram  on t h e  f e d e r a l  g o v e r n m e n ta l  l e v e l  becomes 
10/

e f f e c t i v e .

CONNECTICUT

C o n n e c t i c u t ,  on t h e  o t h e r  h a n d ,  h a s  e n a c t e d  a more c o m p r e h e n s iv e  

h e a l t h  i n s u r a n c e  p ro g ram  th a n  e i t h e r  Maine o r  Rhode I s l a n d  and  t h e  

p l a n  became e f f e c t i v e  on A p r i l  1, 1976. The p l a n  r e q u i r e s  p r i v a t e
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i n s u r e r s  t o  o f f e r  C o n n e c t i c u t  r e s i d e n t s  a w id e  r a n g e  o f  b e n e f i t s ,  

i n c l u d i n g  p r o t e c t i o n  f o r  c a t a s t r o p h i c  i l l n e s s  w i t h  a  l i f e t i m e  

maximum o f  $1 m i l l i o n  p e r  i n d i v i d u a l .  A c h o i c e  o f  t h r e e  d e d u c t i b l e s - -  

$200,  $500,  and  $ 7 5 0 - - i s  a v a i l a b l e  t o  i n d i v i d u a l s  and  g r o u p s .  A 

H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  i n s u r a n c e  p o o l  f o r  h i g n  r i s k  i n s u r e d s  

i s  i n c l u d e d .  The p l a n  g u a r a n t e e s  t h a t  no one i n  t h e  s t a t e  h a s  t o  

pay  more t h a n  $ 1 ,0 0 0  p e r  y e a r  i n  o u t - o f - p o c k e t  m e d i c a l  e x p e n s e s
11/

as  a c o v e r e d  i n d i v i d u a l  o r  $ 2 ,0 0 0  p e r  y e a r  as  a c o v e r e d  f a m i l y .

HAWAII

L ik e  C o n n e c t i c u t ,  t h e  s t a t e  o f  Hawaii  a l s o  e n a c t e d  a com pre­

h e n s i v e  h e a l t h  i n s u r a n c e  p l a n  b u t  b a c k  i n  1974. U n l ik e  C o n n e c t i c u t ,  

t h e  H aw aii  p l a n  o n l y  p e r t a i n s  t o  t h o s e  who a r e  employed i n  t h e  s t a t e  

r a t h e r  t h a n  t o  a l l  o f  t h e  s t a t e  r e s i d e n t s .  The law r e q u i r e s  t h a t  

com pan ies  o f f e r  w o r k e r s  a c c e p t a b l e  p r e p a i d  h e a l t h  c a r e  p l a n s  s i m i l a r  

t o  K a i s e r  o r  B lue  S h i e l d  p r o g r a m s .  Em ployers  must  pay a t  l e a s t  50 

p e r c e n t  o f  t h e  c o s t s ;  employee  c o n t r i b u t i o n s  a r e  l i m i t e d  t o  a p e r ­

c e n t a g e  o f  t h e i r  w ag es .  The H aw a i i  D e p a r tm e n t  o f  Labor  and I n d u s t r i a l  

R e l a t i o n s  a d m i n i s t e r s  t h e  p ro g ram .  A s e v e n  man a d v i s o r y  c o u n c i l - -  

a p p o i n t e d  by t h e  D i r e c t o r  o f  t h e  D e p a r t m e n t - - a s s i s t s  i n  d e t e r m i n i n g  

w h e t h e r  a p r e p a i d  h e a l t h  c a r e  p l a n  q u a l i f i e s .  The c o u n c i l  members 

r e p r e s e n t  t.he m e d i c a l  and  p u b l i c  h e a l t h  p r o f e s s i o n s ,  consumer 

i n t e r e s t s  find t h e  p r e p a i d  h e a l t h  c a r e  f i e l d .  The law s p e c i f i e s  

t h a t  t h e  new p rog ram  w i l l  t e r m i n a t e  upon t h e  p a s s a g e  o f  a f e d e r a l  

v o l u n t a r y  h e a l t h  i n s u r a n c e  p ro g ra m  t h a t  p r o v i d e s  f o r  h e a l t h  c a r e

on a b a s i s  t h a t  i s  a t  l e a s t  a s  f a v o r a b l e  as t h a t  p r o v i d e d  by t h e  
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s t a t e  p ro g ra m .
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The l a t e s t  s t a t e  h e a l t h  i n s u r a n c e  p l a n  t o  h a v e  become o p e r a ­

t i o n a l  i s  t h a t  o f  M i n n e s o t a ,  e f f e c t i v e  J a n u a r y  1, 1977. E m ployers  

i n  t h i s  s t a t e  m us t  i n c l u d e  q u a l i f i e d  c a t a s t r o p h i c  p r o t e c t i o n  i n  t h e  

h e a l t h  i n s u r a n c e  p ro g ram s  w h ic h  t h e i r  co m pan ie s  o f f e r .  F o l l o w i n g  

a $150 d e d u c t i b l e ,  t h e  q u a l i f i e d  b a s i c  p l a n  pays  80 p e r c e n t  o f  t h e  

f i r s t  $ 3 ,0 0 0  p e r  y e a r  and 100 p e r c e n t  t h e r e a f t e r ,  t o  a l i f e t i m e  

maximum o f  $ 2 5 0 ,0 0 0 .  S t a r t i n g  March 1,  1977 t h e  s t a t e  w e l f a r e  

d e p a r t m e n t  w i l l  pay  90 p e r c e n t  o f  y e a r l y  m e d i c a l  c o s t s  f o r  any 

p e r s o n  whose i n c u r r e d  e x p e n s e s  e x c e e d  40 p e r c e n t  o f  h o u s e h o l d  income 

up t o  $ 1 5 , 0 0 0 ,  p l u s  50 p e r c e n t  o f  t h a t  b e tw e e n  $ 1 5 ,0 0 0  and  $ 2 5 , 0 0 0 ,

p l u s  60 p e r c e n t  o f  t h a t  o v e r  $ 2 5 ,0 0 0  o r  $ 2 , 5 0 0 ,  w h i c h e v e r  i s  
13 /

g r e a t e r .

BENEFIT COVERAGE AND ELIGIBILITY

In c o n s i d e r i n g  t h e  s c o p e  o f  b e n e f i t  c o v e r a g e  and  p rog ram  

e l i g i b i l i t y ,  a s t a t e  m us t  exam ine  v a r i o u s  a l t e r n a t i v e s  and  o p t i o n s  

i n  te rm s  o f  t h e  f i n a n c i n g  a v a i l a b l e  and  t h e  c a p a b i l i t y  o f  a d ­

m i n i s t e r i n g  t h e  p ro g ram  as  w e l l  as t h e  g o a l s  Lt s e e k s  t o  a t t a i n  

t h r o u g h  t h e  p r o g r a m ' s  e s t a b l i s h m e n t .  F o r  e x am p le ,  one i m p o r t a n t  

q u e s t i o n  r e l a t e s  t o  t h e  s c o p e  o f  b e n e f i t  c o v e r a g e .  S h o u ld  su c h  

c o v e r a g e  be  l i m i t e d  t o  s p e c i f i c  age  g r o u p s ,  be  u n i v e r a l  f o r  a l l  

s t a t e  r e s i d e n t s ,  o r  be  d e l i m i t e d  by income r a n g e  o r  p e r s o n a l  a s s e t  

v a l u a t i o n ?  S h o u ld  t h e  b e n e f i t  c o v e r a g e  i n c l u d e  c a t e g o r i c a l  w e l f a r e  

g r o u p s ,  t h e  t inemployed,  u n i n s u r a b l e s , e m p lo y e r  g r o u p s ,  M e d i c a id  and 

M e d ic a re  r e c i p i e n t s  o r  b e n e f i c i a r i e s  o f  o t h e r  f e d e r a l  h e a l t h

MINNESOTA
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p ro g ram s  su c h  a s  m i l i t a r y  p e r s o n n e l  and  t h e i r  d e p e n d e n t s .  What 

a b o u t  b e n e f i t  c o v e r a g e  f o r  s t a t e  r e s i d e n t s  who work o u t s i d e  t h e  

s t a t e  a n d  o u t - o f - s t a t e  r e s i d e n t s  who work w i t h i n  t h e  s t a t e ?  A f t e r  

e l i g i b i l i t y  d e t e r m i n a t i o n ,  t h e  s t a t e  m u s t  d e c i d e  i f  i t  w i s h e s  t o  

l i m i t  i t s  p ro g ram  t o  t h o s e  b e n e f i t s  t h a t  em brace  t h e  c o s t  o f  

c a t a s t r o p h i c  i l l n e s s  o r  e s t a b l i s h  a p ro g ra m  t h a t  i s  much b r o a d e r  

i n  s c o p e  t h a n  t h a t  k i n d  o f  i n s u r a n c e ,  as a l r e a d y  n o t e d .  I n  t h e  

l a t t e r  c a s e ,  how does t h e  s t a t e  d e t e r m i n e  t h e  k i n d ,  p r i o r i t y  and 

e x t e n t  o f  b e n e f i t  c o v e r a g e ?

In  a n s w e r i n g  some o f  t h e s e  q u e s t i o n s  s e v e r a l  s t a t e s  a d o p t e d  

t h e  f o l l o w i n g  r e g u l a t i o n s .  The s t a t e  o f  Rhode I s l a n d ' s  c a t a s t r o p h i c  

h e a l t h  i n s u r a n c e  p l a n  c o v e r s  p e r s o n s  who h a v e  r e s i d e d  i n  t h e  s t a t e  

f o r  a t  l e a s t  t h r e e  m onths  b u t  e x c l u d e s  anyone  who moved t o  t h e  

s t a t e  p r i m a r i l y  t o  o b t a i n  b e n e f i t s .  In  a d d i t i o n ,  s t a t e  b e n e f i t s  t o  

o t h e r w i s e  e l i g i b l e  p e r s o n s  a r e  p a y a b l e ,  g e n e r a l l y ,  o n ly  i f  s e r v i c e s  

a r e  n o t  a v a i l a b l e  u n d e r  o t h e r  p r o g r a m s .  A p p l i c a n t s  f o r  b e n e f i t s  a r e  

s c r e e n e d  t o  d e t e r m i n e  p o s s i b l e  e l i g i b i l i t y  f o r  o t h e r  b e n e f i t s .  The 

law s p e c i f i c a l l y  g i v e s  p r e c e d e n c e  t o  b e n e f i t s  p r o v i d e d  u n d e r  f e d e r a l  

p ro g ram s  su c h  as t h o s e  f o r  m i l i t a r y  p e r s o n n e l  and  f o r  t h e  a g e d ,  

p o o r  and  i n d i g e n t .  The s t a t e  M e d i c a id  p ro g ram  a l s o  t a k e s  p r e c e d e n c e .  

The law does  n o t  s p e c i f y  t h e  t y p e s  o f  s e r v i c e s  t h a t  a r e  r e i m b u r s a b l e  

u n d e r  t h e  c a t a s t r o p h i c  p ro g ram  b u t  does n o t e  t h a t  some s e r v i c e s  w i l l  

be  e x c l u d e d  o r  c o v e r e d  o n ly  u n d e r  g i v e n  c o n d i t i o n s  o r  t o  a l i m i t e d  

e x t e n t .  The r e s t r i c t i o n s  c o v e r  su c h  s e r v i c e s  a nd  i t e m s  as  p r e s c r i p ­

t i o n  d r u g s ,  c h i r o p r a c t i c  c a r e ,  p s y c h o l o g i c a l  t h e r a p y  and s o c i a l
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c o u n s e l i n g  o n l y  i f  t h e y  a r e  p r e s c r i b e d  as  b e i n g  m e d i c a l l y  n e c e s s a r y ;

a nd  c o v e r  o n l y  up t o  50 p e r c e n t  o f  t h e  c o s t s  f o r  o u t p a t i e n t  p s y c h i a t r y

c a r e ;  c o v e r s  d e n t a l  c a r e  and o p t o m e t r y  o n l y  i f  t h e y  a r e  r e q u i r e d

b e c a u s e  o f  an i n j u r y  o r  s e r i o u s  i l l n e s s ;  c o v e r s  e y e g l a s s e s ,  h e a r i n g

a i d s  a n d  r e l a t e d  a i d s  o n l y  i f  t h e y  a r e  m e d i c a l l y  n e c e s s a r y  f o r

r e h a b i l i t a t i o n ;  c o v e r s  c o s m e t i c  s u r g e r y  o n l y  i f  i t  i s  n e e d e d  t o

r e p a i r  an i n j u r y ;  a n d  e x c l u d e s  c u s t o d i a l  and  d o m i c i l i a r y  c a r e  and
14 /

n o n - p r e s c r i p t i o n  d r u g s .

I n  v iew o f  t h e  r e c e n t  a d v e n t  o f  s t a t e  h e a l t h  i n s u r a n c e  p l a n s , 

Rhode I s l a n d  i s  one o f  t h e  v e r y  few s t a t e s  t o  o b t a i n  any u t i l i z a t i o n  

e x p e r i e n c e .  D u r in g  1976,  t h e  s t a t e  p a i d  $ 8 5 8 ,5 6 5  i n  b e n e f i t s  t o  150 

f a m i l i e s .  E m o t io n a l  d i s o r d e r s  l e d  t h e  l i s t  o f  d i s a b i l i t i e s .

C l a i m a n t s  a l s o  r e c e i v e d  s t a t e  a i d  f o r  c e r e b r o v a s c u l a r  d i s o r d e r s ,  

c a n c e r s  and  c a r d i a c  and  k i d n e y  c o n d i t i o n s .  The s t a t e  h e a l t h  d e p a r t ­

ment  n o t e s  t h a t  65 o f  t h e  f a m i l i e s  (43 p e r c e n t )  a i d e d  by t h e  s t a t e  

p l a n  w ere  M e d ic a r e  r e c i p i e n t s .  The d e p a r t m e n t  a l s o  s t a t e d  t h a t  57 

f a m i l i e s  who r e c e i v e d  3 t a t e  a i d  i n  1976 h a d  B lue  C r o s s ,  14 h ad  

c o m m erc ia l  i n s u r a n c e  and 14 h a d  no i n s u r a n c e .  Under  t h e  Rhode 

I s l a n d  p l a n ,  a  f a m i l y  q u a l i f i e s  a s  a u n i t  and  t h e  c a t a s t r o p h i c  d e f i n i ­

t i o n  i s  d e t e r m i n e d  by f i n a n c i a l  l o s s  r a t h e r  t h a n  by t y p e  o f  i l l n e s s .  

Once a f a m i l y  ha3 q u a l i f i e d  f o r  t h e  s t a t e  p l a n  more  t h a n  one p e r s o n  

can  g e t  s t a t e  a s s i s t a n c e  b e n e f i t s .  B e n e f i t s  a r e  o n l y  a v a i l a b l e  

a f t e r  t h e  c l a i m a n t  h a s  e x h a u s t e d  a l l  h e a l t h  i n s u r a n c e  c o v e r a g e  

and met c e r t a i n  l e v e l s  o f  o u t - o f - p o c k e t  e x p e n d i t u r e s .  A f t e r  q u a l i f y ­

i n g ,  a  c l a i m a n t  can m a i n t a i n  e l i g i b i l i t y  by  i n c u r r i n g  o u t - o f - p o c k e t
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m e d i c a l  e x p e n s e s  t h a t  e q u a l  o r  e x c e e d  25 p e r c e n t  o f  t h e  f i r s t  y e a r  

d e d u c t i b l e .  I n  1976 t h e  p l a n  p a i d  b e n e f i t s  t o  139 i n d i v i d u a l s .

The a v e r a g e  e x p e n d i t u r e  was $ 4 ,5 4 4 ,  a b o u t  16 p e r c e n t  above t h e  

1975 e x p e n d i t u r e  when 114 p e r s o n s  r e c e i v e d  b e n e f i t s .

I n  o r d e r  t o  q u a l i f y  f o r  t h e  Rhode I s l a n d  C a t a s t r o p h i c  H e a l t h  

I n s u r a n c e  P l a n ,  a  p e r s o n  who h a s  p r i v a t e  h e a l t h  c o v e r a g e  w h ic h  h a s  

b e e n  c e r t i f i e d  a s  a q u a l i f i e d  p ro g ra m  m us t  h a v e  a c c u m u l a t e d  o u t - o f -  

p o c k e t  e x p e n s e s  t o t a l i n g  e i t h e r  $500 o r  10 p e r c e n t  o f  t h e i r  a l l o w a b l e  

in co m e ,  w h i c h e v e r  i s  g r e a t e r .  M e d ic a r e  b e n e f i c i a r i e s  w i t h  a q u a l i ­

f i e d  p l a n  m ust  m ee t  a f l a t  $500 d e d u c t i b l e .  P e r s o n s  w i t h  l e s s  

c o v e r a g e  t h a n  p r o v i d e d  by a q u a l i f i e d  p ro g ram  w i l l  h a v e  t o  make a 

l a r g e r  o u t - o f - p o c k e t  e x p e n d i t u r e  i n  o r d e r  to  r e c e i v e  s t a t e  f i n a n c i a l  

c o v e r a g e .  F o r  e x a m p le ,  a  p e r s o n  w i t h  no h e a l t h  i n s u r a n c e  m ust  sp e n d  

e i t h e r  $ 5 ,0 0 0  o r  50 p e r c e n t  o f  h i s  a l l o w a b l e  incom e ,  w h i c h e v e r  i s  

g r e a t e r ,  b e f o r e  becom ing  e l i g i b l e .  Any b e n e f i t  t h a t  i s  c o v e r e d  

u n d e r  a q u a l i f i e d  p ro g ra m ,  as d e f i n e d  i n  t h e  CHIP A c t ,  w o u ld  be 

c o v e r e d  u n d e r  th e  s t a t e  f i n a n c i a l  c o v e r a g e  i n  f u l l .  T h u s ,  i t  

w o u ld  a p p e a r ,  a s  i n  t h e  c a s e  o f  Rhode I s l a n d ,  t h a t  t h o s e  who m ig h t  

n o t  be  a b l e  t o  a f f o r d  t h e  p u r c h a s e  o f  h e a l t h  i n s u r a n c e  m ust  m ee t  

t h e  h i g h e s t  form o f  d e d u c t i b l e  i n  o r d e r  t o  q u a l i f y  f o r  t h e  s t a t e ' s  

h e a l t h  i n s u r a n c e  p ro g ram  and i n  t h i s  s e n s e  d e d u c t i b l e s  a r e  r e g r e s s i v e  

s i n c e  i n d i v i d u a l s  who may n e e d  t o  be  p r o t e c t e d  t h e  most  a g a i n s t  

h e a l t h  c a r e  c o s t s  t h r o u g h  i n s u r a n c e  must  a l s o  b e a r  t h e  g r e a t e s t  

p e r s o n a l  c o s t  b u r d e n  b e f o r e  t h e  s t a t e ' s  p l a n  becomes e f f e c t i v e  

f o r  them.
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On t h e  o t h e r  h a n d ,  a  p e r s o n  i n  Maine m us t  i n c u r  m e d i c a l  b i l l s  

i n  e x c e s s  o f  t h e  f o l l o w i n g  d e d u c t i b l e s  i n  o r d e r  t o  q u a l i f y  f o r  

b e n e f i t s  t h r o u g h  t h e  s t a t e ' s  c a t a s t r o p h i c  i l l n e s s  p ro g ram :

(1) $ 1 , 0 0 0

(2)  20 p e r c e n t  o f  a n n u a l  5ncome b e f o r e  t a x e s

(3)  10 p e r c e n t  o f  n e t  w o r t h  o v e r  $ 2 0 ,0 0 0  i f  t h e  
e x c e s s  o v e r  $ 2 0 ,0 0 0  i s  i n  t h e  form  o f  c a s h a b l e  
a s s e t s

The i n d i v i d u a l  i s  r e s p o n s i b l e  f o r  b i l l s  up t o  t h e  p r e v i o u s  amount .

C o s t s  i i :  e x c e s s  o f  t h i s  amount a r e  p a y a b l e  by t h e  Maine D e p a r tm en t  

o f  Human S e r v i c e s .  E l i g i b i l i t y  f o r  t h e  C a t a s t r o p h i c  I l l n e s s  p r o ­

gram i s  f o r  a p e r i o d  o f  a y e a r  and  c an  b e  r e t r o a c t i v e  f o r  up t o  

12 m o n th s .  O u t - o f - s t a t e  p r o v i d e r s  o f  m e d i c a l  c a r e  w i t h i n  15 m i l e s  

o f  t h e  Maine/New H am psh ire  b o r d e r  a n d  w i t h i n  f i v e  m i l e s  o f  t h e  

M a ine /C an ada  b o r d e r  a r e  r o u t i n e l y  r e i m b u r s e d .  T h i s  h e l p s  p e o p l e  

l i v i n g  i n  t h e s e  a r e a s  t o  m a i n t a i n  t h e i r  u s u a l  p a t t e r n  o f  h e a l t h  

c a r e  s e r v i c e s .  P e r s o n s  v i s i t i n g  Maine o r  t e m p o r a r i l y  from o u t - o f - s t a t e  

a r e  c o v e r e d  f o r  em ergency  s e r v i c e s .  A l l  o t h e r  o u t - o f - s t a t e  m e d i c a l  

s e r v i c e s  r e q u i r e  p r i o r  a u t h o r i z a t i o n .  The C a t a s t r o p h i c  I l l n e s s  

p ro g ram  w i l l  pay f o r  t h e  f o l l o w i n g  s e r v i c e s  when m e d i c a l l y  n e c e s s a r y .  

These  i n c l u d e  am bu lan ce  s e r v i c e s ,  d u r a b l e  m e d i c a l  e q u ip m e n t ,  i n h a l a ­

t i o n  s e r v i c e s ,  i n p a t i e n t  h o s p i t a l  s e r v i c e s ,  l a b o r a t o r y  and x - r a y  

s e r v i c e s ,  o u t p a t i e n t  h o s p i t a l  s e r v i c e s ,  o p h t h a l m o l o g i s t  s e r v i c e s ,

p h y s i c a l  t h e r a p y ,  p h y s i c i a n  s e r v i c e s ,  p r e s c r i p t i o n  d r u g s ,  and
1 6 /

s k i l l e d  " u r s i n g  s e r v i c e s .
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I n  H aw aii  t h e  s t a t e  m a n d a te d  h e a l t h  i n s u r a n c e  p l a n  i s  c o m p u lso ry  

and  w o r k e r s  c a n n o t  w a iv e  t h e  p r o t e c t i o n  p r o v i d e d  by t h e  law .  A 

w o r k e r  i s  c o v e r e d  as soon  a s  h e  h a s  h a d  f o u r  o r  more  c o n s e c u t i v e  

weeks o f  employm ent .  I f  an employee  i s  n o t  a b l e  t o  work  b e c a u s e  

he i s  s i c k ,  p r o t e c t i o n  c o n t i n u e s  f o r  t h r e e  m onths  f o l l o w i n g  t h e  

month i n  w h ic h  he  became i l l .  A l l  e m p lo y e r s  w i t h  one o r  more 

r e g u l a r  em ployees  a r e  c o v e r e d  by t h e  law e x c e p t  t h e  f o l l o w i n g :  

g o ve rn m en t  e m p lo y e e s ,  a g r i c u l t u r a l  s e a s o n a l  e m p lo y e e s ,  em ployees  

who work l e s s  t h a n  20 h o u r s  a  week o r  whose m o n th ly  wages a r e  l e s s  

t h a n  8 6 .6 7  t im e s  t h e  p r e v a i l i n g  s t a t e  minimum h o u r l y  w age ,  em ployees  

c o v e r e d  by a f e d e r a l  p ro g ram  o r  r e c e i v i n g  p u b l i c  a s s i s t a n c e ,  i n d i ­

v i d u a l s  who depend on p r a y e r  o r  s p i r i t u a l  means f o r  h e a l i n g ,  i n d i ­

v i d u a l s  i n  f a m i ly  em ploym ent ,  and  i n s u r a n c e  and  r e a l  e s t a t e  s a le s m e n  

o r  b r o k e r s  p a i d  s o l e l y  on c o m m iss io n .

I f  an i n d i v i d u a l  works c o n c u r r e n t l y  f o r  more t h a n  one e m p lo y e r ,  

t h e  one who p ay s  t h e  m os t  wages w i l l  be t h e  p r i n c i p a l  e m p lo y e r  and 

w i l l  be  r e s p o n s i b l e  f o r  p r o v i d i n g  h e a l t h  c a r e  c o v e r a g e .  The e m p loy ee ,  

how ev er ,  may s e l e c t  a d i f f e r e n t  p r i n c i p a l  e m p lo y e r  i f  he works  a t  

l e a s t  35 h o u r s  w e ek ly  f o r  an e m p lo y e r  who does n o t  pay t h e  most  w ag es .  

I f  he  works  f o r  a  g o v e rnm en t  agency  and  a p r i v a t e  e m p lo y e r ,  t h e  f o rm e r  

w i l l  be  deemed t h e  p r i n c i p a l  e m p lo y e r .  I f  an e m p l o y e e ' s  d e p e n d e n t s  

a r e  t h e m s e lv e s  em ployed ,  t h e y  may choose  t o  be c o v e r e d  u n d e r  t h e  p l a n  

a t  t h e i r  own p l a c e  o f  em ploym ent .  As f a r  as  b e n e f i t s  a r e  c o n c e r n e d ,  

t h e  e m p l o y e r ' s  p r e p a i d  g roup  h e a l t h  p l a n  m ee ts  t h e  r e q u i r e m e n t s  o f  

t h e  law i f  i t  p r o v i d e s  h e a l t h  c a r e  b e n e f i t s  e q u a l  t o ,  o r  m e d i c a l l y
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r e a s o n a b l y  s u b s t i t u t a b l e  f o r ,  t h e  b e n e f i t s  o f f e r e d  by  p r e p a i d  

h e a l t h  p l a n s  o f  t h e  b a s i c  t y p e s ,  su c h  a s  t h e  K a i s e r  F o u n d a t i o n  

H e a l t h  P l a n ,  c o m m erc ia l  i n s u r e r s  o r  n o n - p r o f i t  p l a n s  su c h  as  t h e  

H a w a i i  M e d i c a l  S e r v i c e s  A s s o c i a t i o n - - p l a n s  t h a t  h a v e  t h e  l a r g e s t  

number o f  s u b s c r i b e r s  i n  t h e  s t a t e ,  a s  a l r e a d y  h a s  b e e n  n o t e d .

The D i r e c t o r  o f  t h e  D e p a r tm en t  o f  L abo r  and I n d u s t r i a l  R e l a ­

t i o n s ,  w i t h  t h e  a d v i c e  o f  an a d v i s o r y  g r o u p ,  d e t e r m i n e s  w h e t h e r  a 

p l a n  c o m p l i e s  w i t h  t h e s e  s t a n d a r d s .  E x c e p t i o n s  a r e  p e r m i t t e d  when 

t h e  p l a n  i s  deemed t o  p r o v i d e  s o ’ind h e a l t h  b e n e f i t s  a t  a premium 

com m ensura te  w i t h  t h e  b e n e f i t s  a f t e r  t a k i n g  i n t o  a c c o u n t  c o i n s u r ­

an ce  f e a t u r e s ,  d e d u c t i b l e s ,  l i m i t a t i o n s  on r e i m b u r s a b i l i t y , and 

d e p e n d e n t s '  b e n e f i t s .

The p l a n ' s  p r o t e c t i o n  must  i n c l u d e  h o s p i t a l  b e n e f i t s  o f  a t  

l e a s t  120 days c o n f i n e m e n t  i n  e a c h  c a l e n d a r  y e a r ;  o u t p a t i e n t  

h o s p i t a l  c a r e ;  s u r g i c a l  and  d i a g n o s t i c  b e n e f i t s ;  home, o f f i c e ,  

and h o s p i t a l  v i s i t s  b> a p h y s i c i a n ;  and m a t e r n i t y  b e n e f i t s  ( a p p l i ­

c a b l e  t o  em ployees  w i t h  a t  l e a s t  n i n e  m o n th s '  c o v e r a g e  b e f o r e  

d e l i v e r y ) .

Employees a r e  f r e e  t o  b a r g a i n  c o l l e c t i v e l y  f o r  d i f f e r e n t  

p r e p a i d  h e a l t h  c a r e  c o v e r a g e  o r  f o r  a d i f f e r e n t  a l l o c a t i o n  o f  t h e  

c o s t s .  Employers  a r e  i n  c o m p l ia n c e  w i t h  t h e  law i f  t h e y  p r o v i d e  

h e a l t h  c a r e  s e r v i c e s  u n d e r  a c o l l e c t i v e  b a r g a i n i n g  a g re e m e n t  

and i f  t h e  s e r v i c e s  a r e  p r o v i d e d  f o r  em ployees  n o t  c o v e r e d  by su ch
W

an a g r e e m e n t .
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As f a r  as  Che s t a t e  o f  C o n n e c t i c u t  i s  c o n c e r n e d ,  i t s  co m p re ­

h e n s i v e  h e a l t h  c a r e  p l a n  r e q u i r e s  i n s u r e r s  t o  make a v a i l a b l e  t o  

a l l  p e r s o n s  u n d e r  65 a s t a n d a r d i z e d  h e a l t h  i n s u r a n c e  p o l i c y  c o v e r ­

i n g  s p e c i f i e d  minimum b e n e f i t s .  I n c l u d e d  b e n e f i t s  a r e  h o s p i t a l  

s e r v i c e s ,  p h y s i c i a n  s e r v i c e s ,  p r e s c r i p t i o n  d r u g s ,  p a r t i a l  payment  

f o r  t r e a t m e n t  o f  m e n t a l  c o n d i t i o n s ,  s k i l l e d  n u r s i n g  home f a c i l i t y  

c a r e ,  home h e a l t h  a g ency  v i s i t s  su c h  as  am bu lance  s e r v i c e s ,  p h y s i c a l  

t h e r a p y ,  o x yg e n ,  a n e s t h e t i c s ,  d i a g n o s t i c  x - r a y s  and  l a b o r a t o r y  

t e s t s  and o t h e r  l e s s e r  b e n e f i t s .  T h re e  d e d u c t i b l e  l e v e l s  a r e  

a v a i l a b l e - - $ 2 0 0 , $500 and $750 as a l r e a d y  h a s  b e e n  n o t e d - - a n d  a 

20 p e r c e n t  c o -p a y m e n t  p r o v i s i o n  w i l l  be  i n  a l l  t h e  p l a n s .  However,  

a c e i l i n g  on c o s t  s h a r i n g  p e r  y e a r  i s  s e t  a t  $1 ,0 0 0  p e r  i n d i v i d u a l  

and  $ 2 ,0 0 0  p e r  f a m i l y .  However, a l t h o u g h  a p e r s o n  i s  e l i g i b l e  f o r  

t h e  v a r i o u s  b e n e f i t s  u n d e r  t h e  s t a t e  h e a l t h  p l a n ,  b e n e f i t s  f o r  p r e ­

e x i s t i n g  c o n d i t i o n s  t h a t  e x i s t  w i t h i n  s i x  m onths  o f  e f f e c t i v e  d a t e

o f  t h e  p l a n  c o v e r a g e  and  p r e g n a n c i e s  t h a t  e x i s t  on t h e  e f f e c t i v e
18 /

d a t e  o f  t h e  p l a n  a r e  n o t  c o v e r e d .

The s t a t e  o f  M i n n e s o t a  h a s  f o u r  p l a n s  a v a i l a b l e  u n d e r  i t s  

c o m p r e h e n s iv e  s t a t e  h e a l t h  i n s u r a n c e  p ro g ram  and t h r e e  o f  t h e  

p l a n s  a r e  t i e d  t o  v a r i a b l e  o u t - o f - p o c k e t  e x p e n s e s  and  t h e  f o u r t h  

p l a n  i s  c o n c e r n e d  w i t h  M e d ic a r e  b e n e f i c i a r i e s .  I n  a d d i t i o n ,  H e a l t h  

M a in te n a n c e  O r g a n i z a t i o n s  may be u s e d  i n  t h o s e  a r e a s  o f  t h e  s t a t e  

w here  an HMO h a s  a g r e e d  t o  make c o v e r a g e  a v a i l a b l e  and  h a s  been  

s e l e c t e d  as a  w r i t i n g  c a r r i e r .  A p l a n  i s  c e r t i f i e d  a s  a number  one 

p l a n  i f  i t  m ee ts  t h e  r e q u i r e m e n t s  e s t a b l i s h e d  by t h e  laws o f  t h e
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s t a t e  a n d  p r o v i d e s  f o r  p aym en t  o f  80 p e r c e n t  o f  t h e  c o v e r e d  e x ­

p e n s e  i n  e x c e s s  o f  a d e d u c t i b l e  w h ich  does n o t  e x c e e d  $ 1 ,0 0 0  p e r  

p e r s o n .  A h e a l t h  c o v e r a g e  p l a n  s h a l l  be  c e r t i f i e d  as a num ber  two 

p l a n  i f  i t  m e e ts  t h e  r e q u i r e m e n t s  o f  t h e  s t a t e  o f  M i n n e s o t a  and  

p r o v i d e s  p ay m en t  o f  80 p e r c e n t  o f  t h e  c o v e r e d  e x p e n s e s  i n  e x c e s s  

o f  a d e d u c t i b l e  w h ic h  does n o t  e x c e e d  $500 p e r  p e r s o n .  Arty p l a n  

w h ic h  p r o v i d e s  b e n e f i t s  t o  p e r s o n s  age  65 y e a r s  o r  more may b e  

c e r t i f i e d  a s  q u a l i f i e d  M e d i c a r e  s u p p l e m e n t  p l a n  i f  t h e  p l a n  i s  

d e s i g n e d  t o  s u p p le m e n t  M e d i c a r e  a n d  p r o v i d e s  c o v e r a g e  o f  50 p e r c e n t  

o f  t h e  d e d u c t i b l e  and  c o -p a y m e n t  r e q u i r e d  u n d e r  M e d ic a r e  and  50 

p e r c e n t  o f  t h e  c h a r g e s  f o r  s e r v i c e s  c o v e r e d  u n d e r  t h e  s t a t e  p l a n  

w h ic h  a r e  n o t  c o v e r e d  by  M e d i c a r e .  The c o v e r a g e  s h a l l  i n c l u d e  a 

l i m i t a t i o n  o f  $ 1 ,0 0 0  p e r  p e r s o n  on t o t a l  a n n u a l  o u t - o f - p o c k e t  e x ­

p e n s e s  f o r  t h e  c o v e r e d  s e r v i c e s .  The c o v e r a g e  may be  s u b j e c t  t o  

a maximum l i f e t i m e  b e n e f i t  o f  n o t  l e s s  t h a n  $ 1 0 0 ,0 0 0 .  A number  

t h r e e  p l a n  i s  c e r t i f i e d  as  s u c h  when t h e  minimum b e n e f i t s  a r e  e q u a l  

a t  l e a s t  t o  80 p e r c e n t  o f  t h e  c o s t  o f  c o v e r e d  s e r v i c e s  i n  e x c e s s  

o f  an a n n u a l  d e d u c t i b l e  w h ic h  does  n o t  e x c e e d  $150 p e r  p e r s o n .

The c o v e r a g e  s h a l l  i n c l u d e  a l i m i t a t i o n  o f  $ 3 ,0 0 0  p e r  p e r s o n  on 

t o t a l  a n n u a l  o u t - o f - p o c k e t  e x p e n s e s  f o r  s e r v i c e s  c o v e r e d  u n d e r  

t h i s  p l a n .  The c o v e r a g e  may be  s u b j e c t  t o  a maximum l i f e t i m e  

b e n e f i t  o f  n o t  l e s s  t h a n  $ 2 5 0 ,0 0 0 .  C ov e red  e x p e n s e s  a s  i n  t h e  c a s e  

o f  number  one  and two p l a n s  s h a l l  be  t h e  u s u a l  and  c u s to m a r y  c h a r g e s  

f o r  t h e  f o l l o w i n g  s e r v i c e s  a n d  a r t i c l e s  when p r e s c r i b e d  by a p h y s i ­

c i a n .  These  i n c l u d e  s u c h  b e n e f i t s  as h o s p i t a l  s e r v i c e s ,  p r e s c r i p t i o n
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d r u g s ,  l i m i t e d  n u r s i n g  homes s e r v i c e s ,  home h e a l t h  a g ency  s e r v i c e s  

o f  180 v i s i t s  p e r  y e a r ,  o x y g e n ,  a n e s t h e t i c s ,  p r o t h e s e s ,  r e n t a l  o r  

p u r c h a s e  o f  d u r a b l e  m e d i c a l  e q u ip m e n t ,  d i a g n o s t i c  x - r a y s  and 

l a b o r a t o r y  t e s t s ,  p h y s i c a l  t h e r a p y  s e r v i c e s ,  o r a l  s u r g e r y ,  p h y s i ­

c i a n  s e r v i c e s ,  o t h e r  t h a n  o u t p a t i e n t  m e n t a l  o r  d e n t a l ,  f o r  d i a g n o s i s  

and t r e a t m e n t  o f  i n j u r i e s  o r  i l l n e s s e s ,  and  b e g i n n i n g  i n  1980,  

s u b j e c t  t o  a p p r o p r i a t e  d e d u c t i b l e s ,  c o i n s u r a n c e  and  maximum l i f e ­

t im e l i m i t a t i o n  p r o v i s i o n s ,  s e r v i c e s  f o r  w e l l - b a b y  c a r e ,  p h y s i c i a n

s e r v i c e s  f o r  r o u t i n e  c h ec k s  and  a n n u a l  p h y s i c a l s ,  and  m u l t i p h a s i c
1 9 /

s c r e e n i n g  and o t h e r  d i a g n o s t i c  t e s t i n g .

ADMINISTRATION AND FINANCING OF STATE HEALTH INSURANCE PLANS

In  c o n s i d e r i n g  t h e  a d m i n i s t r a t i o n  and f i n a n c i n g  o f  any s t a t e  

h e a l t h  i n s u r a n c e  p l a n ,  s t a t e  g o v e rn m e n t  m us t  c o n s i d e r  many q u e s t i o n s .  

F i r s t ,  does t h e  g o v e rn m e n t  h a v e  t h e  a b i l i t y  and  c a p a c i t y  i n  t e rm s  

o f  f i n a n c e s  and  manpower t o  o p e r a t e  su ch  a p ro g ra m ,  a s  a l r e a d y  n o t e d ?  

What k i n d  o f  c o s t  an d  q u a l i t y  c o n t r o l s  s h o u l d  be  i n c o r p o r a t e d  i n t o  

t h e  p ro g ram  t o  make i t  e c o n o m i c a l l y  f e a s i b l e  and m a n a g e a b le ?  What 

k i n d  o f  a u d i t  and  a c c o u n t a b i l i t y  p r o c e d u r e s  s h o u l d  be  i n c l u d e d  i n  

t h e  p ro g ram  so  as  t o  a v o i d  t h e  k i n d  o f  f r a u d  and  a b u se  p ro b le m s  

t h a t  p r e s e n t l y  p l a g u e  M e d i c a i d  and  M e d ic a re ?  S h o u ld  t h e  f i n a n c i n g  

o f  b e n e f i t  c o v e r a g e  be  p h a s e d  i n  by l e g i s l a t i v e  s c h e d u l e  o r  by t h e  

e x e c u t i v e  b r a n c h ' s  a d m i n i s t r a t i v e  d e c i s i o n ,  i f  t h e  p ro g ram  i s  i n i t i a l l y  

l i m i t e d  i n  i t s  b e n e f i t  s c o p e ?  What a r e  t h e  a d v a n t a g e s  and  d i s a d v a n t a g e s  

o f  e a c h  o f  t h e  l a t t e r  c h o i c e s ?  What k i n d  o f  r e im b u r s e m e n t  m ethods  

a r e  m ost  e q u i t a b l e  u n d e r  t h e  p ro g ram  and  how i s  t h e  m ethod  e q u i t a b l y
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d e t e r m i n e d  f o r  t h e  p r o v i d e r s  o f  h e a l t h  c a r e  s e r v i c e s  who a r e  

p a r t i c i p a t i n g  i n  t h e  p rog ram ?  These  a r e  some o f  t h e  i m p o r t a n t  

q u e s t i o n s  t h a t  a r i s e  when c o n s i d e r i n g  t h e  e s t a b l i s h m e n t , ,  a d m i n x s t r a -  

t i o n  and  f i n a n c i n g  o f  a s t a t e  h e a l t h  i n s u r a n c e  p ro g ra m .

I n  a n s w e r in g  some o f  t h e s e  q u e s t i o n s ,  t h e  s t a t e  o f  M aine ,  as

a l r e a d y  n o t e d ,  e s t a b l i s h e d  a c a t a s t r o p h i c  m e d i c a l  e x p e n s e  p l a n

t h a t  was p a r t i a l l y  fu n d e d  t h r o u g h  a  one m i l l  c i g a r e t t e  t a x  i n c r e a s e .

An a n n u a l  minimum amount o f  $ 8 0 0 ,00 0  p e r  y e a r  was a p p r o p r i a t e d  f o r

t h e  p ro g ram  by t h e  s t a t e  g o v e rn m e n t .  A l l  p a r t i c i p a t i n g  p r o v i d e r s

o f  m e d i c a l  s e r v i c e  and  s u p p l i e s  a g r e e  t o  a c c e p t  t h e  paym ent  r e c e i v e d

from t h e  Maine C a t a s t r o p h i c  I l l n e s s  P rogram  as  f u l l  r e im b u r s e m e n t

f o r  s e r v i c e s  r e n d e r e d  a c c o r d i n g  t o  s t a t e  p r o g r a m  r e q u i r e m e n t s .  No

a d d i t i o n a l  c h a r g e  i s  t o  be demanded from t h e  p r o g r a m ' s  b e n e f i c i a r i e s
20/

f o r  a s e r v i c e  o r  s u p p l y  c o v e r e d  by t h e  p ro g ram .

As f a r  as  t h e  s t a t e  o f  Rhode I s l a n d  i s  c o n c e r n e d ,  c a t a s t r o p h i c  

i l l n e s s  paym ents  a r e  made o u t  o f  g e n e r a l  r e v e n u e s .  The Rhode I s l a n d  

D e p a r tm e n t  o f  H e a l t h  A d m i n i s t r a t i o n  a d m i n i s t e r s  t h e  p ro g ram  w i t h  

p r i v a t e  h e a l t h  i n s u r e r s  s e r v i n g  as f i s c a l  i n t e r m e d i a r i e s  f o r  t h e  p a y ­

ment o f  b e n e f i t s .  However,  d e s p i t e  t h e  ust o f  g e n e r a l  r e v e n u e s  t o  

f u n d  t h e  p r o g r a m ,  i t  i s  s t i l l  up t o  e m p l o y e r s / e m p lo y e e s  t o  pay  f o r  

most  o f  t h e  i n s u r a n c e  c o v e r a g e .  The S t a t e  D e p a r tm e n t  o f  B u s i n e s s  

R e u g l a t i o n  e s t a b l i s h e s  t h e  minimum s t a n d a r d s - - a p p l i c a b l e  t o  a l l  h e a l t h  

i n s u r a n c e  c o n t r a c t s  i n  t h e  s t a t e - - t h a t  a r e  d e s i g n e d  to  s t a n d a r d i z e  

a nd  s i m p l i f y  b e n e f i t s ;  e l i m i n a t e  m i s l e a d i n g  o r  c o n f u s i n g  p r o v i s i o n s  

and l i m i t e d  c o v e r a g e s  o f  l i t t l e  v a l u e ;  e l i m i n a t e  d e c e p t i v e  s e l l i n g
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p r a c t i c e s ;  add  c o v e r a g e s  i n  t h e  p u b l i c  i n t e r e s t ;  p ro m o te  e f f i c i e n t  

management o f  h e a l t h  s e r v i c e ;  and  make q u a l i f i e d  p l a n s  a v a i l a b l e  

t o  a l l  p e r s o n s  r e g a r d l e s s  o f  a g e ,  s e x ,  o c c u p a t i o n a l  s t a t u s  o r  

m e d i c a l  c o n d i t i o n .  A f t e r  t h e  s t a n d a r d s  a r e  i s s u e d ,  e a c h  c a r r i e r  

f i l e s  a sam ple  c o n t r a c t  w i t h  t h e  D e p a r tm e n t .  The c o n t r a c t  i s  

a v a i l a b l e  t o  t h e  Rhode I s l a n d  Consumer C o u n c i l .  I f  t h e  C o u n c i l  

r e q u e s t s  a h e a r i n g ,  i t  w i l l  be  h e l d  t o  r e v i e w  t h e  c o n t r a c t  p r o v i ­

s i o n s .  The D e p a r tm e n t  may a p p r o v e ,  d i s a p p r o v e  o r  m o d i fy  a c o n t r a c t  

a n d ,  as n e c e s s a r y ,  a l l  o t h e r  c a r r i e r  c o n t r a c t s  w i l l  b e  m o d i f i e d  t o  

conform  w i t h  t h e  d e c i s i o n .  I n s u r e r s  m ust  o f f e r  t h e  same p l a n  t o  

a l l  p e r s o n s .  A l s o ,  th e y  m us t  o f f e r  t h e  same c o v e r a g e  t o  a l l  e m p lo y e r s  

r e g a r d l e s s  o f  t h e  c h a r a c t e r i s t i c s  and t h e  number o f  t h e i r  e m p lo y e e s .

The c a r r i e r s  a r e  r e q u i r e d  t o  p ro m o te  e f f i c i e n t  management and  r e i m b u r s e  

o n ly  t h o s e  w h ich  a r e  c e r t i f i e d  by t h e  D e p a r tm e n t  o f  H e a l t h .  I n s u r e r s  

o p e r a t i n g  f o r  p r o f i t  and  s e l f - i n s u r e d  o r g a n i z a t i o n s  may e n t e r  i n t o  

a r r a n g e m e n t s  t o  form a r e i n s u r a n c e ;  p o o l .  The p o o l  w i l l  s p r e a d  t h e  

l o s s e s  among t h e  i n s u r e r s  i n  p r o p o r t i o n  t o  t h e  number o f  p e r s o n s  

c o v e r e d  u n d e r  q u a l i f i e d  p o l i c i e s .  These  a g re e m e n ts  m ust  be  a p p ro v e d  

by t h e  S t a t e  D e p a r tm e n t  o f  B u s i n e s s  R e g u l a t i o n  and  t h e  D e p a r tm e n t  w h ic h ,  

a f t e r  a h e a r i n g ,  may r e q u i r e  a l l  i n s u r e r s  t o  p a r t i c i p a t e  i n  t h e  p o o l .

In  a d d i t i o n ,  c a r r i e r s  m us t  s u b m i t  t o  t h e  S t a t e  D e p a r tm e n t  o f  B u s i n e s s  

R e g u l a t i o n  t h e i r  p r o p o s e d  r a t e s  o r  r a t i n g  f o r m u la s  f o r  h e a l t h  i n s u r ­

a n c e .  The D ep a r tm en t  w i l l  p r o v i d e  h e a r i n g s  f o r  t h e  p u b l i c  and f o r  

r e p r e s e n t a t i v e s  o f  t h e  c a r r i e r  and  t h e  Rhode I s l a n d  Consumer C o u n c i l .

At t h e  h e a r i n g s  t h e  c a r r i e r s  w i l l  be r e q u i r e d  t o  p r o v e  t h a t  t h e
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p r o p o s e d  r a t e s  a r e  a p p r o p r i a t e  f o r  t h e  c o v e r a g e  p r o v i d e d ,  c o n s i s t e n t  

w i t h  t h e  p r o p e r  c o n d u c t  o f  t h e  c a r r i e r ' s  b u s i n e s s  and  i n  t h e  p u b l i c  

i n t e r e s t .  The D e p a r tm e n t  i s  a u t h o r i z e d  t o  a p p r o v e ,  d i s a p p r o v e ,  o r  

m o d ify  p r o p o s e d  r a t e s .  P r o v i d e r s  o f  h e a l t h  s e r v i c e s  m u s t  b e  c e r t i ­

f i e d  by t h e  D e p a r tm e n t  o f  H e a l t h  as a c o n d i t i o n  o f  p a r t i c i p a t i o n  i n  

t h e  p ro g ra m .  They m us t  m ee t  e x i s t i n g  laws and  r e g u l a t i o n s  and  a g r e e  

t o  p r o v i d e  s e r v i c e s  w i t h o u t  r e g a r d  t o  r a c e ,  r e l i g i o n ,  s e x ,  age  o r  

o c c u p a t i o n a l  s t a t u s .  S e r v i c e  p r o v i d e r s  m us t  a l s o  o f f e r  s e r v i c e s  a t  

c o s t s ,  c h a r g e s  o r  r a t e s  t h a t  a r e  e q u i t a b l e ,  n o n - d i s c r i m i n a t o r y  and 

in  t h e  p u b l i c  i n t e r e s t .  The S t a t e  D e p a r tm en t  o f  B u s i n e s s  R e g u l a t i o n  

( a f t e r  a h e a r i n g )  w i l l  be  a b l e  t o  d i s a l l o w  paym ents  made by a 

c a r r i e r  t o  a n o n - c e r t i f i e d  p r o v i d e r  o r  one e n g a g i n g  i n  d i s c r i m i n a t o r y

p r a c t i c e s  a g a i n s t  i n s u r e r s .  T h i s ,  i n  summary, i s  t h e  e s s e n c e  o f  th e
21/

Rhode I s l a n d  C a t a s t r o p h i c  H e a l t h  I n s u r a n c e  P l a n .

In  c o n t r a s t  t o  Rhode I s l a n d ,  t h e  p rog ram  i n  H aw aii  o n l y  m an d a te s  

c o v e r a g e  f o r  a l m o s t  a l l  employed  p e r s o n s ,  as  a l r e a d y  n o t e d ,  w h i l e  

n o t  c o v e r i n g  d e p e n d e n t s .  W hile  d e d u c t i b l e s ,  c o i n s u r a n c e  and o t h e r  

c o s t - s a v i n g  d e v i c e s  a r e  p e r m i s s i b l e ,  t h e  law r e q u i r e s  t h o r o u g h  and 

n e a r  t o t a l  c o v e r a g e  o f  b a s i c  and  c a t a s t r o p h i c  h e a l t h  c o s t s .  The 

p ro g ram  i s  e m p lo y m e n t - b a s e d  w i t h  c o s t s  t o  be  p a i d  by  t h e  e m p lo y e r  

o r  s h a r e d  w i t h  t h e  em p lo y ee .  The employee  p o r t i o n  o f  t h e  c o s t  i s  

l i m i t e d  t o  h a l f  t h e  premium c o s t s ,  n o t  t o  e x c e e d  1 .5  p e r c e n t  o f  

h i s  w a g es .  P r o v i s i o n s  a r e  made f o r  s t a t e  s u b s i d i z a t i o n  o f  chose  

s m a l l  e m p lo y e r s  who w ou ld  b e  h e a v i l y  b u r d e n e d  by t h e  c o s t s  o f  t h i s  

p ro g ram .  The s t a t e  u s e s  fu n d s  from g e n e r a l  r e v e n u e s  and p e n a l t y
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f i n e s  t o  s u b s i d i z e  t h e  premiums o f  an e m p lo y e r  w i t h  l e s s  t h a n  e i g h t  

em ployees  i f  t h e  e m p l o y e r ’s s h a r e  e x c e e d s  1 . 5  p e r c e n t  o f  t o t a l  wages 

p a y a b l e  t o  em ployees  and  t h e  amount  o f  t h e  e x c e s s  i s  g r e a t e r  t h a n  

5 . 0  p e r c e n t  o f  t h e  e m p j o y e r ' s  income b e f o r e  t a x e s  t h a t  a r e  d i r e c t l y  

a t t r i b u t a b l e  t o  t h e  b u s i n e s s .  A f o r m u l a  i n  t h e  law d e t e r m i n e s  income 

f o r  t h i s  p u r p o s e .  A s p e c i a l  premium s u p p l e m e n t a t i o n  fu n d  i s  u se d  

t o  pay t h e  s u b s i d y  f o r  an e m p l o y e r ' s  s h a r e  o f  a  premium t h a t  e x c e e d s

t h e  l i m i t s  s p e c i f i e d  above .  E m p l o y e r ' s  p e n a l t y  f i n e s  f o r  f a i l u r e
22/

t o  comply w i t h  t h e  law a r e  d e p o s i t e d  i n  t h e  s p e c i a l  fu n d .

As a l r e a d y  n o t e d ,  C o n n e c t i c u t ' s  s t a t e  h e a l t h  i n s u r a n c e  p l a n  b e ­

came e f f e c t i v e  on A p r i l  1, 1976. The p ro g ram  h a s  i n c o r p o r a t e d  s e v e r a l  

mechanisms i n  o r d e r  t o  c o n t r o l  i t s  c o s t s .  One i s  t h r e e  s e t s  o f  

d e d u c t i b l e  o p t i o n s - - l o w ,  m id d l e  and  h i g h - - t h a t  a r e  a v a i l a b l e  f o r  

i n d i v i d u a l  c h o i c e  a n d  w h ich  a l r e a d y  h a v e  b e e n  d i s c u s s e d .  The amount 

o f  d e d u c t i b l e  t h a t  i s  c h o sen  may n o t  be  g r e a t e r  when a s e r v i c e  i s  

r e n d e r e d  on an o u t p a t i e n t  b a s i s  t h a n  when t h e  s e r v i c e  i s  o f f e r e d  on 

an i n p a t i e n t  b a s i s  The p l a n  a l s o  c o n t a i n s  a c o i n s u r a n c e  m echanism

o f  20 p e r c e n t  f o r  c h a r g e s  f o r  a l l  k i n d s  o f  h e a l t h  c a r e  i n  e x c e s s  o f

t h e  d e d u c t i b l e  c h o sen  and 50 p e r c e n t  f o r  s p e c i f i c  k i n d s  o f  h e a l t h  

s e r v i c e s  l i s t e d  i n  t h e  a c t  t h a t  c r e a t e s  t h e  p ro g ra m .  However,  t h e  

sum o f  t h e  d e d u c t i b l e  and c o -p a y m e n ts  r e q u i r e d  i n  a \y c a l e n d a r  y e a r  

u n d e r  any o p t i o n  may n o t  e x c e e d  a maximum l i m i t  o f  $ 1 ,0 0 0  p e r  c o v e r e d  

i n d i v i d u a l ,  o r  $ 2 ,0 0 0  p e r  c o v e r e d  f a r '  y . Both  t h e  d e d u c t i b l e  

t h r e s h o l d s  and th e  $ 1 ,0 0 0  and $ 2 ,0 0 0  a n n u a l  l i m i t s  may be  a d j u s t e d

on an a n n u a l  b a s i s  by t h e  S t a t e  I n s u r a n c e  C o m m iss io n e r  t o  c o r r e s p o n d
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w i t h  t h e  ch an g e  i n  t h e  m e d i c a l  component  o f  t h e  Consumer P r i c e  

In d e x .  The law  t h a t  c r e a t e s  t h e  s t a t e  h e a l t h  i n s u r a n c e  p ro g ra m  

a l s o  a u t h o r i z e s  t h e  S t a t e  Commission on H o s p i t a l s  and H e a l t h  C a r e ,  

w i t h i n  one y e a r  o f  A p r i l  1, 1976 ,  t o  a d o p t  r e g u l a t i o n s  d e s i g n e d  

t o  r e q u i r e  s t a t e  P r o f e s s i o n a l  S t a n d a r d s  Review O r g a n i z a t i o n s  e s t a b ­

l i s h e d  u n d e r  P .L .  9 2 -4 0 3  t o  e x t e n d  t h e i r  r e v i e w  o f  c e r t a i n  i n ­

p a t i e n t  s e r v i c e s  t o  s e r v i c e s  r e c e i v e d  by  a l l  p a t i e n t s .  The S t a t e  

I n s u r a n c e  C om m iss ioner  a l s o  s h a l l  a d o p t  r e g u l a t i o n s  t o  e s t a b l i s h  

minimum s t a n d a r d s  f o r  b e n e f i t s  u n d e r  e a c h  o f  t h e  f o l l o w i n g  c a t e ­

g o r i e s  o f  c o v e r a g e  i n  i n d i v i d u a l  p o l i c i e s :  b a s i c  h o s p i t a l  e x p e n se  

c o v e r a g e ,  b a s i c  m e d i c a l - s u r g i c a l  e x p e n s e  c o v e r a g e ,  h o s p i t a l  c o n f i n e ­

ment i n d e m n i ty  c o v e r a g e ,  m a j o r  m e d i c a l  e x p e n s e  c o v e r a g e ,  d i s a b i l i t y  

income p r o t e c t i o n  c o v e r a g e ,  a c c i d e n t  o n l y  c o v e r a g e  and s p e c i f i e d  

a c c i d e n t  c o v e r a g e .  S p e c i f i e d  d i s e a s e  p o l i c i e s ,  r i d e r s  and  b e n e f i t s  

s h a l l  be p r o h i b i t e d  w h e t h e r  t h e y  a r e  i s s u e d  on a g ro u p  o r  i n d i v i d u a l  

b a s i s .  The s t a t e  p ro g ram  a l s o  c r e a t e s  a H e a l t h  R e i n s u r a n c e  A s s o c i a ­

t i o n  f o r  h ig h  r i s k  i n s u r e d .  Any p l a n  t h a t  i s  n o t  i n s u r e d  by  o r  

t h r o u g h  t h e  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  o r  any o t h e r  m e d i c a l  

m a r k e t  a s s o c i a t i o n  may n o t  e x c e e d  t h e  premium w hich  w ou ld  be  a p p l i c a ­

b l e  t h r o u g h  p a r t i c i p a t i o n  i n  s u c h  a s s o c i a t i o n s .  F i n a l l y ,  e a c h  s e l f -  

i n s u r e r  whose p l a n  c o v e r s  t h r e e  o r  more em ployees  s h a l l  make an 

i n d i v i d u a l  c o m p r e h e n s iv e  h e a l t h  c a r e  p l a n  a v a i l a b l e  u n d e r  a c o n v e r ­

s i o n  p r i v i l e g e  t o  e v e r y  p e r s o n  c o v e r e d  by  t h e  p l a n  who i s  a r e s i d e n t  

o f  t h e  s t a t e ,  who i s  n o t  e l i g i b l e  f o r  M e d ic a re  and  whose c o v e r a g e  

u n d e r  t h e  s e l f - i n s u r e d  p l a n  c e a s e s  a s  a r e s u l t  o f  a l a y o f f ,  d e a t h
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low, m id d l e  and h i g h  o p t i o n  d e d u c t i b l e s  u n d e r  t h i s  s i t u a t i o n  as  
2 3 /

w e l l .

THE FUTURE

The f u t u r e  o f  t h e  s t a t e  h e a l c h  i n s u r a n c e  movement c a n n o t  be  

v iew ed  w i t h  p r e c i s e  c l a r i t y  f o r  n a t i o n a l  h e a l t h  i n s u r a n c e  i s  s t i l l  

a v i a b l e  p o s s i b i l i t y  f o r  e n a c tm e n t  i n  t h e  9 5 t h  S e s s i o n  o f  uhe  U. S, 

C o n g r e s s .  A l th o u g h  s e v e r a l  s t a t e s  h a v e  e n a c t e d  h e a l t h  i n s u r a n c e  

p rogram s  and s e v e r a l  o t h e r  j u r i s d i c t i j n s  a r e  p r e s e n t l y  c o n t e m p l a t i n g  

t h e  i n t r o d u c t i o n  o f  h e a l t h  i n s u r a n c e  b i l l s  i n  t h e i r  1977 l e g i s l a t i v e  

s e s s i o n s ,  t h e  e x p e r i e n c e  t h a t  h a s  b e e n  g a i n e d  t h u s  f a r  f rom  t h e s e  

p l a n s  i s  s t i l l  t o o  m in im a l  t o  make any d e c i s i v e  s t a t e m e n t  as  t o  

w h e t h e r  o r  n o t  t h e y  a r e  a c h i e v i n g  t h e  g o a l s  f o r  w h ic h  t h e y  h a v e  

b e e n  o r  a r e  b e i n g  e n a c t e d .  B u t ,  t h e  f a c t  t h a t  s t a t e  g o v e rn m e n t  h a s  

c h o sen  t o  c r e a t e  su c h  v e h i c l e s  t o  a s s i s t  i t s  r e s i d e n t s  i n  p a y i n g  f o r  

t h e  c o s t s  o f  m e d i c a l  c a r e  o n l y  u n d e r l i n e s  how s e r i o u s  a p r o b le m  th e  

f i n a n c i n g  o f  s u c h  c o s t s  h a s  become f o r  many o f  o u r  c i t i z e n s .  The 

e n a c tm e n t  o f  s t a t e  h e a l t h  i n s u r a n c e  p rogram s  may now be  c o n s i d e r e d  

an a p p r o p r i a t e  r o l e  and  e x t e n s i o n  o f  s t a t e  a c t i v i t y  i n  t h e  h e a l t h  

c a r e  a r e a  b u t  u n t i l  r e c e n t l y  t h e  p r o v i s i o n  o f  h e a l t h  i n s u r a n c e  p r o ­

t e c t i o n  h a s  b e en  t h e  p r o v i n c e  o f  p r i v a t e  i n d u s t r y - - n o t  t h e  r e s p o n s i ­

b i l i t y  o f  s t a t e  g o v e rn m e n t .  However, as  a l r e a d y  n o t e d ,  t h e  p ro b le m  

o f  i n d i v i d u a l  s t a t e  h e a l t h  i n s u r a n c e  p rogram s  i s  t h a t  t h e y  a r e  

i n d i v i d u a l  c r e a t i o n s  and  n o t  u n i f o r m l y  d e s i g n e d  among t h e  s t a t e s  

i n  te rm s  o f  b e n e f i t  c o v e r a g e  and o t h e r  a r e a s  o f  l e g i s l a t i v e  i n t e n t .

o r  t e r m in a t io n  o f  e m p lo y m e n t. The i n d i v i d u a l  has  h is  c h o ic e  o f
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Even th o u g h  m odel  h e a l t h  i n s u r a n c e  b i l l s  h a v e  b e e n  a d o p te d  by  t h e  

C o n g r e s s  o f  I n s u r a n c e  L e g i s l a t o r s  (COIL) and t h e  N a t i o n a l  A s s o c i a ­

t i o n  o f  I n s u r a n c e  C o m m iss io n e r s  (NAIC), i t  i s  s t i l l  t h e  d e c i s i o n  o f  

s t a t e  g o v e rn m e n t  as t o  w h e t h e r  o r  n o t  i t  w i s h e s  t o  a d o p t  a model  

b i l l  f o r  i t s  own j u r i s d i c t i o n  o r  e n a c t  a b i l l  o f  i t s  own f o r m u l a ­

t i o n .  The f o l l o w i n g  i s  one  p r o b le m  t h a t  can r e s u l t  f r .  m t h e s e  

a c t i v i t i e s .  S h o u ld  s t a t e s  e n a c t  h e a l t h  i n s u r a n c e  p ro g ram s  t h a t  

a r e  d i v e r s e  i n  c o n t e n t  a s  w e l l  as  i n  i n t e n t ,  t h e n  i t  would  b e  p o s s i  

b l e  t h a t  w i t h o u t  a  n a t i o n a l  h e a l t h  i n s u r a n c e  p ro g ram  t h i s  c o u n t r y  

c o u l d  be  f a c e d  w i t h  a n o t h e r  t y p e  o f  M e d ic a id  s i t u a t i o n  o f  h a v i n g  50 

d i v e r s e  and  s e p a r a t e  s t a t e  h e a l t h  i n s u r a n c e  p l a n s  r a t h e r  t h a n  a 

u n i f o r m  5 0 - s t a t e  p l a n  w i t h  a l l  t h e  p o s s i b l e  p ro b le m s  t h a t  hav e  

a t t e n d e d  M e d i c a i d ' s  e n a c t m e n t  and o p e r a t i o n .  I f  n o t h i n g  e l s e  h a s  

b e e n  l e a r n e d  from t h e  M e d i c a i d  e x p e r i e n c e  a f t e r  a d e ca d e  o f  o p e r a ­

t i o n ,  i t  s h o u l d  be t h a t  t h e  p a t h  and  e x p e r i e n c e s  i n c u r r e d  u n d e r  

M e d ic a id  s h o u l d  be a v o i d e d  u n d e r  d i v e r s e  s t a t e  h e a l t h  i n s u r a n c e  

p l a n s  as v e i l  so  t h a t  a l l  i n v o l v e d  i n  su c h  p r o g r a m s - - t h e  p u r c h a s e r s  

t h e  p r o v i d e r s  and  t h e  p a y e r s - - w i l l  b e  t r e a t e d  e q u i t a b l y  a t  c o s t s  

t h a t  a r e  r e a s o n a b l e  t o  a l l .
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ELIGIBILITY A N D  B E N E F I T S  U N D E F  M I N N E S O T A  

C A T A S T R O P H I C  H E A L T H  E X P E N S E  P R O T E C T I O N  A C T  O F  1975

By Larry P., Fredrickson
I. Historical Background:

The first significant Legislative interest in a state, catastrophic health 

insurance plan w a s  in 1973 w h e n  two state senators a s k e d  Legislative staff 

to start working o n  legislation for a state catastrophic health insurance program. 

Th e y  were prompted by complaints from constituents w h o  had suffered maior 

e c o n o m i c  reverses due to health care expenses.

In 1974 two bills were introduced in the State Senate. O n e  bill 

e m p h a s i z e d  catastrophic protection for middle-income people w h o  exhausted 

their insurance coverage. The other bill e m p h a s i z e d  protection for low - l n c o m e  

working people w h o  were not eligible for medical assistance (Minnesota's 

medicaid program). Several hearings were held in a Senate subcommittee, 

but no action w a s  taken. There w a s  serious concern as to w h o  vrould benefit 

under a catastrophic health insurance program and h o w  m u c h  it would cost.

Little concrete information and data w e r e  available then (or later).

A special Senate subcommittee w a s  appointed to study health care 

costs during the interim b e t w e e n  the 1974 and 1975 Legislative sessions. Its 

m e m b e r s h i p  included five senators and five public m e m b e r s  including an 

insurance c o m p a n y  executive, a registered nurse, a union official, a h o u s e­

wife and a Native American. T h e  subcommittee r e c o m m e n d e d  a n  alternative to a



state catastrophic health insurance program w h i c h  w o u l d  include establishing 

m i n i m u m  benefits (including catastrophic protection) for health insurance policies 

a n d  a mechanism, to enable uninsured people to obtain health insurance. T h e y  

r e c o m m e n d e d  that the state:

Encourage further work and study in mandating m i n i m u m  benefits 

provided under health insurance policies sold in the State, in­

cluding m i n i m u m  benefits for catastrophic coverage, and d e v e l o p­

men t  of a plan of health insurance providing catastrophic coverage 

to the handicapped, uninsurable and others not having health in­

surance available. Both of these acts should provide coverage 

for ambulatory services. M i n i m u m  benefits in group health insur­

ance  plans should cover services including but not limited to 

periodic screening, immunization and n o n - c o m m u n i c a b l e  disease 

control . . . .

At the start of the 1975 session, the Governor r e c o m m e n d e d  a $17 

million state catastrophic health insurance program patterned after the then 

newly-enacted R h o d e  Island program. A group of Minnesota Senators, Repre­

sentatives and staff m a d e  a site visit to R h o d e  Island to study their program.

During the s a m e  site visit, meetings were held in N e w  York with representatives 

of the Health Insurance Association of America. T h e  officials a n d  insurers working 

o n  the Rhode Island program were very enthusiastic about their law. The 

national insurance industry representatives supported the alternative r e c o m­

mendation of the Senate subcommittee - an approach w h i c h  w a s  later enacted 

in Connecticut. During the 1975 session, the Senate supported the r e c o m­

mendation of their subcommittee, while the H o u s e  supported the Governor's 

recommendation. There w a s  s o m e  committee action, but b e c a u s e  of the conflict 

b e t w e e n  the H o u s e  and vhe Senate, no final action w a s  taken.
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At the start of the 1976 session, a n e w  bill w a s  introduced in the H o u s e  

w h i c h  c o m b i n e d  > basic features of the H o u s e  and the Senate bills from the 

year before into o n e  o m n i b u s  bill. The n e w  bill b e c a m e  the basis for the law 

w h i c h  w a s  enacted in 1976.

II. Basic Content of law:

The 1976 law contained three articles a n d  is codified in Chapter 62E

of the M i n n e s o t a  Statutes. The first article dealt with health insurance

standards a n d  availability. M i n i m u m  standards were established for qualified 

health insurance policies. Insurers could continue to sell unqualified insurance 

but were required to offer qualified policies to all applicants for health insurance. 

Employers we r e  generally required to m a k e  health insurance available to their 

e m p loyees. A state-mandated risk pool w a s  established, using a private 

insurer as the writing carrier, to allow uninsurable or under-insurable people 

to purchase health insurance.

B e c a u s e  of a fear of inflation in health costs d u e  to increased third 

party coverage, a se c o n d  article w a s  included. It Increased the powers of the

state insurance commissioner to regulate health insurance rates a n d  established 

a hospital rate review system.

The final article established a state-funded catastrophic health e x p e n s e  

protection program (hereafter "state program") to pay health care exp e n s e s  of 

people w h o  e x c e e d e d  the specified threshold level of out-of-pocket expenses. 

There w a s  not a great deal of legislative discussion of eligibility and benefits

3



under the article. In order to enable the health insurance availability programs 

of Article I to begin to function first and potentially save the state m o n e y ,  

the third article w a s  given a delayed effective date of July 1, 1977. T h e  

state program w a s  originally to be administered by the State Insurance Department 

to avoid the appearance of it being a welfare program. At the last minute it w a s  

ch a n g e d  to have the Department of Public Welfare do the administration primarily 

b e c a u s e  of their prior experience with the medical assistance program.

III. Eligibility Standards:

A. Legislative Considerations:

Initially there we r e  attempts to devise a statutory formula w h i c h  

utilized three factors in determining eligibility: i n c o m e  level, e x p e n s e  level, 

a n d  insurance protection level. This w a s  the approach u s e d  in Rhode Island 

a n d  s e e m e d  to be working there. It w a s  decided to focus o n  people w h o  were 

not eligible for existing categorical programs. (In fact, there w a s  s o m e  

sentiment i excluding people w h o  were already eligible for categorical 

programs since they already had s o m e  protection.)

There w a s  little objection to including the I n c o m e  a n d  e x p e n s e  level 

factors in the formula. It w a s  generally agreed that e x p e n s e s  in ex c e s s  of a 

specified percentage of in c o m e  should be the major factor. T h e  state T a x  

Study C o m m i s s i o n  prepared a computer analysis of a sampling of itemized state 

tax returns. With this information, it w a s  possible to obtain a rough a p p r o x i m a­

tion of the n u m b e r  of people at various income levels w h o  h a d  medical e x p e n s e  

deductions in excess of specified dollar amounts.



The computer data did not differentiate b e t w e e n  tax deductions for 

exp e n s e s  w h i c h  w ould be covered under the state program a nd tax deductions 

for e x p e n s e s  w h ich would not be covered. This required the u s e  of " g u e s s ” 

factors to estimate the actual numbers of people w h o  w o u l d  qualify under various 

threshold factors a n d  the cost to the state of paying the qualified e x p e n s e s  of 

those people. This w a s  especially true, for example, with senior citizens 

where it w a s  a s s u m e d  that m a n y  of t h e m  with high e x p e n s e s  had b e e n  paying 

for nursing h o m e  care w h ich w a s  not expected to be fully covered under the 

state program. W i t h  the T a x  Study C o m m i s s i o n  data, the Legislature w a s  able 

to select income and e x p ense level thresholds w h i c h  m a t c h e d  their policy and 

fiscal c o n c e r n s .

T h e  question of utilizing levels of insurance coverage as a qualification 

factor quickly b e c a m e  the major focus of the debate over eligibility standards.

S o m e  legislators strongly felt that insurance coverage should be a major 

factor. (It is a significant part of the Rhode Island formula.) T h e y  we r e  concerned 

that a failure to do so would, in effect, penalize those people w h o  took the 

initiative in obtaining their o w n  health insurance a n d  reward those people w h o  

neglected or refused to obtain their o w n  insurance protection. T h e y  argued 

that people would simply "gamble" o n  remaining healthy and not b u y  Insurance 

if th-y k n e w  that the state back-up protection w o u l d  save them from total 

e c o n o m i c  devastation if they g u e s s e d  wrong.

O n  the other hand, other legislators felt that using existing insurance
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coverage as an eligibility factor w ould penalize those people w h o  could not 

obtain health insurance beca u s e  of e c o n o m i c  or health problems. T h e y  also 

argued that:

(1) The state protection program w o u l d  require a significant en o u g h  

out-of-pocket e x p e n s e  level to deter any "gambling";

(2) The day-to-day e xpenses of health care (as o p p o s e d  to 

catastrophic expenses) are high e n o u g h  to create a stronger incentive to 

b u y  insurance than a n y  incentives not to b u y  insurance;

(3) The person w h o  m a k e s  the decision not to buy the insurance m a y  

not be the o n e  to need the health services - it could be a s p o u s e  or dependent 

child w h o  b e c a m e  sick;

(4) It w o u l d  be harder to draft a tripartite formula; and

(5) Il w o uld be harder to administer a tripartite formula.

T h e  opponents of an insurance-related eligibility formula ultimately 

prevailed.

Four other factors did receive s o m e  scrutiny during the Legislative 

deliberations:

First, there w a s  a concern that nonresident people with serious health 

problems w o u l d  m o v e  into Minnesota to avail themselves of the state program. 

Various residency tests were considered and eventually rejected. The main 

arguments against t h e m  were court decisions w hich have rejected most types of 

residency tests imposed o n  beneficiaries of public assistance programs and a
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contention that the proposed benefits were not lucrative e n o u g h  to entice a n y  

significant n u m b e r  of people into the state.

Second, there w a s  discussion over whether the primary purpose of the 

program should be (i) protection from non-recurring high cost episodes of 

illness or injury, (ii) protection from high-cost chronic diseases, or (iii) both.

It w a s  decided that the emphasis should be o n  non-recurring expenses. This 

enabled the legislature to set an income and e x p e n s e  level threshold which w a s  

not particularly generous. T h e  required out-of-pocket expenditures w e r e  set 

high e n o u g h  so that most households could not afford to m a k e  t h e m  year after 

year and continue to qualify for the state program. Instead, they would 

eventually qualify for another assistance program such as medical assistance.

In light of the decision o n  the thrust of the program, it w a s  decided to not 

emulate the R hode Island approach w hich established a lower threshold for the 

sec o n d  year's eligibility. To provide more assistance to the victims of a 

single high-cost episode, it w a s  decided to provide for a flexible year of 

eligibility. T h e  potential recipient can, in effect, pick the twelve m o n t h  

period in w h i c h  to receive the benefits in a w a y  to m a ximize benefits. This 

differs from the usual approach of using a calendar year as the basis for benefits.

Third, it w a s  decided to go with a very broad definition of household 

income. All income of all m e m b e r s  of the household w a s  to be included. There 

w a s  s o m e  discussion of providing limited exceptions In s o m e  cases such as 

where a dependent child w a s  working to earn m o n e y  for college. N o n e  of the 

suggested exceptions were adopted. O n  the other hand, proposals to factor

±i
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in assets such as real property, savings, or investments were also rejected 

primarily to avoid complicating the administration of the state program.

Finally, there w a s  consideration of making special provisions for 

u n e m p l o y e d  people a n d  low income people without health insurance. A m e n d ­

ments were drafted to establish a m e c h a n i s m  for purchasing health insurance 

for these groups in the state risk pool for uninsurables. It w a s  eventually 

decided to delay a decision o n  these provisions until the state program had 

b e e n  in operation for t w o  or three y e a r s .

B. Standards in the Law:

The law has a graduated schedule for determining eligibility. As 

originally passed, it read:

62E.53. [ A P P L I C A T I O N  F O R  A S S I S T A N C E . ]  Subdivision 1.

A n y  parson w h o  believes that they are or will b e c o m e  a n  eligible 

person m a y  submit a n  application for state assistance to the 

commissioner. The application shall include a listing of e x p e n­

ses incurred prior to the date of the application and shall designate 

the date o n  w h i c h  the 12 month period for computing ex p e n s e s  began.

Subd. 2. If the commissioner determines that an applicant is 

an eligible person, he shall pay 90 percent of all qualified e x p e n s e s  

of the eligible person and his dependents in excess of:

(a) 40 percent of his household income under $15,000 , plus 

50 percent of his household income b e t w e e n  $15,000 and $25,000, 

plus 60 percent of his household income in excess of $25,000; or

(b) $2,500;

whichever is greater for the 12 m o n t h  period in w h i c h  the 
applicant b e c o m e s  an eligible person. If the c o m m issioner determines 

that the charge for a health service is excessive, he m a y  limit his
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p a y ment to the usual a n d  customary charge for that service. If the

commissioner determines that a health service provided to a n  eligible

person w a s  not medically necessary, he m a y  refuse to pay for the

service. To the extent feasible, the commissioner shall contract

with a review organization as defined in section 145.61, in mak i n g  (

a n y  determinations as to whether or not a charge is excessive. To

the extent feasible, the com m i s s i o n e r  shall contract with a review

organization as defined in section 145.61, in ma k i n g  a n y  determination

as to whether or not a service w a s  medically necessary. If the :

commissioner in accordance with this section refuses to p a y  all or a

part of the charge for a health service, the unpaid portion of the charge

shall be d e e m e d  to be an  unconscionable fee, against the public policy

of this state, and unenforceable in a n y  action brought for the re< overy

of m o n e y s  o w e d .

The bill w h i c h  originally p a s s e d  the H o u s e  did not contain a graduated

formula or the c o p a y m e n t  requirement. T h e  Senate, w h o s e  bill did not contain

the state program, suggested in conference committee that s o m e  c h a n g e s  be m a d e

to control costs and m a k e  eligibility standards high at higher i n c o m e  levels.

T h e  conferees then developed the graduated income formula and the c o p a y m e n t

feature primarily as cost a n d  utilization control features.

U n der the income and e x p e n s e  formula as adopted, the following

out-of-pocket expenses w o u l d  have to be incurred by a household to qualify:

Household Out-of-pocket Expenses Incurred E x p e n s e s  as a j

Income  Incurred_____________  Percentage of I n c o m e

5,000 $ 2,500 5 0 %

1 0 , 0 0 0 4,000 40

oooin 6 , 0 0 0 40

2 0 , 0 0 0 8,500 42.5

25,000 1 1 , 0 0 0 44

40,000 2 0 , 0 0 0 50

75,000 41,000 54.7

1 0 0 , 0 0 0 56,000 56
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B y  a n d  large, higher income households must pay a higher percentage of 

household i ncome as out-of-pocket e x p e n s e s  before qualifying. T h e  exception 

c o m e s  for households with very low incomes. It w a s  a s s u m e d  that these h o u s e­

holds w o u l d  easily qualify for other assistance programs - hopefully o n e s  w h e r e  the 

Federal G o v e r n m e n t  w o u l d  participate in the costs of the program. O n c e  it qualifies 

a household must still pay 10 percent of the costs of services provided. A 

s e c o n d  cost control m e c h a n i s m  w a s  the provision in the law allowing the 

C o m m i s s i o n e r  of Public Welfare to establish m e c h a n i s m s  to review provider 

charges and prohibiting providers from attempting to collect e x c e s s  charges 

from consumers.

IV. Benefits Schedule: I

A . L e g i s l a t i v e  C o n s i d e r a t i o n s :  /

The question of benefits under the state program w a s  not a major part 

of the deliberations in the Legislature o n c e  the bills were introduced. This 

w a s  surprising - especially since the benefits were identical to those required 

to be covered by qualified health insurance policies sold by insurers and m a d e  

available to e m p l o y e e s  by employers. This triple purpose for the schedule of 

benefits resulted in most of the little discussion that occurred focusing o n  the 

health insurance standards aspect rather than o n  the state program aspect.

(In fact, the part of the law w h i c h  created the state-funded catastrophic program 

d o e s  not list the benefits. It merely cross-references the benefits in the In­

surance Standards Act.)
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T h e  triple purpose of the benefits schedule provided s o m e  consistency 

in achieving the three purposes of the schedule. H o w e v e r ,  it also meant 

that s o m e  of the standards were different from those that would have be e n  

established if e a c h  had b e e n  d o n e  separately.

T he initial schedule of benefits w a s  drafted by a n  insurance c o m p a n y ' s  

head actuary. It w a s  then revised b y  the authors a nd Legislative staff after 

comparing it with similar laws and bills in other states, the National 

Association o f Insurance C o m m i s s i o n e r ’s M o d e l  Act, and the Conference of 

Insurance Legislators' M o d e l  Act.

Since the s a m e  benefits were being u s e d  for the state program, the 

m i n i m u m  standards for qualified health insurance and the required offering 

b y  employers, the proposed benefits schedule w a s  then reexamined in light 

of its effects o n  the health insurance industry and o n  employer-sponsored 

benefit plans.

Legislative staff obtained a c c e s s  to a n  insurance industry sponsored 

study of e m ployee benefit plans. This study found that about 70 percent of 

the existing employer plans did not provide the required medical coverage,

40 percent did not provide the required hospital coverage, 25 percent did not 

provide the diagnostic x-ray and laboratory coverage, 85 percent did not 

provide the required major medical coverage, a n d  85 percent did not provide 

the required maternity coverage. Generally, larger employers were more likely 

to be in compliance. The lelatively low level of coverages w a s  something of a



surprise to legislators a n d  a c a u s e  of s o m e  concern. H o w e v e r ,  it w a s  felt that 

a dramatic rise in hea.Uh insurance coverage would im p o s e  a serious burden o n  s o m e  

employers and could c a use serious inflation in health care costs. At this point 

there w a s  consideration of having separate benefit standards for health insurance 

a n d  for the state program. In the end, the decision w a s  m a d e  to k e e p  the 

benefits consistent a n d  lower t h e m  s o m e w h a t  to lessen the disruption in existing 

programs. The benefits schedule w a s  therefore re-written again. Also, insurers 

a n d  employers were allowed to substitute actuarially equivalent benefits for 

those set forth in the act. T h e  state program w o u l d  not m a k e  substitutions.

O n c e  it w a s  revised the s e c o n d  time and the bills w e r e  introduced, 

there were few changes.

There were five areas where conflicts did arise:

1. C o v e r a g e  of Blood a n d  Blood Derivatives:

The bill originally covered blood and blood derivatives. There w a s  

objection from s o m e  Insurers a n d  blood donor groups that this coverage under 

insurance policies w o uld diminish the public incentives for voluntary blood 

donations. B e c a u s e  of this, the provision w a s  deleted. This w a s  d o n e  despite 

the counter-argument that the deletion would, In effect, disqualify mo s t  

hemophiliacs from the state program.

?.. C o v e r a g e  of Preventive Services:

There w a s  little input into the benefits schedule by  c o n s u m e r  groups.

Efforts were m a d e  to ge; c o m m e n t s  from various c o n s u m e r  groups, but they
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generally lacked the time a n d  the expertise to participate. A c o n s u m e r  task 

force w h i c h  w a s  working with the Foundation for Health Care Evaluation (a 

joint insurer-physician peer review organization) did d o  s o m e  lobbying for 

the inclusion of more preventive services. As a result of efforts, and despite 

s o m e  mild opposition from insurers, the law w a s  a m e n d e d  so that benefits will 

be e x p a n d e d  to cover well b a b y  care, che c k - u p s ,  annual physicals a n d  

diagnostic testing beginning in 1980.

3 . N u rsing H o m e  Coverage:

T h e  authors of the bills wanted to limit nursing h o m e  coverage in the 

benefits provisions of these bills. There w a s  a concern about mandating it 

a s  a health insurance benefit and about the estimated cost of including it under 

the state program. It w a s  predicted that coverage of nursing h o m e  ex p e n s e s  

w o u l d  lead to a state takeover of most of the nursing h o m e  e x p e n s e s  not already 

paid by the state under the medical assistance program - an additional $56 to 

$64 million per year. (Minnesota's medical assistance program already pays 

about two-thirds of the costs of nursing h o m e  care in the state.) As a result, 

the bills limited nursing h o m e  coverage in the s a m e  w a y  that it is limited under 

M edicare - a m a x i m u m  of 120 days per ye^r with the 3tay c o m m e n c i n g  within 

14 da y s  after a hospital stay of at least th;ee days. There w a s  also a n  exclusion 

of domiciliary and custodial care. Objections raised by representatives of 

senior citizens organizations led to the removal of the exclusion. H o w e v e r ,  

they were unsuccessful in their efforts to increase the coverage for nursing 

h o m e  care.

13
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There w a s  a major disagreement b e t w e e n  insurers and the M i n n e s o t a  

Department of Public Welfare as to coordination of benefits b e t w e e n  insurance 

coverage and various governmental programs. It w a s  not really resolved. 

M e d i c a r e  w a s  m a d e  p- mary to insurance. M e d i c a l  assistance w a s  left as 

a n  o p e n  question subject to s o m e  unclear existing statutory language. There 

w a s  also s o m e  concern that the state might end up paying 100 percent of the cost 

of treatment for people w h o  w o uld have eventually received medical assistance 

(56 percent Federal share in Minnesota). Vice-President (then Senator)

M o n d a l e  w a s  able to obtain a n  indication from H E W  that a Federal contribution 

to the cost could still be received for people w h o  benefitted under the state 

program if they would also have eventually been eligible for medical assistance.

5. Specialized Coverages:

Minnesota, like most other states, had already m a n d a t e d  various 

other coverages under existing group health insurance plans. In fact,

Minnesota already m a n d a t e d  nine specified coverages - far m o r e  than a n y  

other state. T h e s e  coverages included:

* alcoholism treatment

* conversion privileges

* chiropractic treatment

* optometric services

* maternity benefits

* outpatient surgical treatment

* n e w b o r n  child coverage

* handicapped a nd retarded coverage

* mental illness coverage

4 . C o o rd in a tio n  o f  B e n e fits :

14



It w a s  felt that not all of these services were appropriate benefits 

for the state program. H o w e v e r ,  they were all passed earlier d u e  to well- 

organized lobbying efforts. Exclusion of any or all of th e m  might have 

resulted in major disputes as to their appropriateness. It w a s  decided 

tnat another front in the fight over p a s s a g e  of the bill should not be opened. 

N u m e r o u s  other conflicts had already arisen. The existing mandated services 

were consequently included by  cross-reference.

B. Benefits Provided:

T h e  n e w  law passed in 1976 provided the following benefits:

62E.06 [ M I N I M U M  B ENEFITS O F  Q U A L I F I E D  PLAN.] 

Subdivision I. N u m b e r  three plan. A plan of health coverage 

shall be certified. . . if it otherwise meets the requirements 

established by chapters 62A a n d  6 2 C *  . . . and meets or exceeds 

the f o l o w i n g  m i n i m u m  standards:

(a) The m i n i m u m  benefits. . . shall be the usual and 

customary charges for the following services and articles w h e n  

prescribed by a physician:

(1) Hospital services;

(2) Professional services for the diagnosis or treatment 

of injuries, illnesses, or conditions, other than outpatient mental 

or dental, w h i c h  are rendered by  a physician or at his direction;

(3) Drugs requiring a physician’s prescription;

(4) Services of a nursing h o m e  for not more than 120 days 

in a year if the services c o m m e n c e  within 14 days following c o n­

finement of at least three days in a hospital for the s a m e  condition;

(5) Service of a h o m e  health a g e n c y  up to a m a x i m u m  of 

180 visits per year;

♦This language has the effect of Incorporating existing man d a t e d  benefits by 

reference.



(6) U se o f  rad ium  o r  o th e r ra d io a c tiv e  m a te r ia ls ;

(7) O x y g e n ;

(8 ) Anesthetics;

(9) Prostheses;

(10) Rental or purchase, as appropriate, of durable medical 

equipment;

(11) Diagnostic X-rays and laboratory tests;

(12) Oral surgery for partially or completely unerupted 

impacted teeth, a tooth root without the extraction of the entire 

tooth, or the g u m s  and tissues of the m o uth w h e n  not performed 

in connection with the extraction or repair of teeth; and

(13) Services of a physical therapist.

(b) C o v e r e d  e x p e n s e s  for the services and articles specified 

in this subdivision do not include the following:

(1) A n y  charge for any care for a n y  injury or disease either

(i) arising out of an  injury in the course of e m p l o y m e n t  and subject 

to a worker's compensation or similar law, (ii) for w h i c h  benefits are 

payable without regard to fault under coverage statutorily required to 

be contained in any motor vehicle, or other liability insurance policy 

or equivalent self-insurance, or (iii) for w hich benefits are payable 

under another policy of accident and health insurance or medicare;

(2) A n y  charge for treatment for cosmetic purposes other than 

surgery for the repair of an injury or birth defect;

(3) A n y  charge for travel other than travel b y  a m b u l a n c e  to 

the nearest health care Institution qualified to treat the illness or 

injury;

(4) A n y  charge for confinement in a private room to the extent 

it is in e x c e s s  of the institution's charge for its mo s t  c o m m o n  semi- 

private room, unless a private room is prescribed as medically 

necessary by a physician;



(5) That part of a n y  charge for services or articles rendered 

or prescribed by a physician, dentist, or other health care personnel 

w hich exceeds the prevailing charge in the locality w here the service 

is provided; and

(6) A n y  charge for services or articles the provision of w h i c h  

is not within the scope of authorized practice of the institution or 

individual rendering the services or articles.

(c) Effective January 1 , 1980, the m i n i m u m  benefits. . . 

shall include, in addition to those benefits specified in clause (a), 

benefits for the following services. . .:

(1) W e l l  b a b y  care;

(2) Physicians' services for routine c h e c k - u p s  a n d  annual 

physicals w h e n  prescribed by a physician; and

(3) Multiphasic screening a n d  other diagnostic testing. . .

i t  i t  i t

V. Estimated Program Costs a n d  Beneficiaries:

Using the data obtained from the T ax Study C o m m i s s i o n ' s  computer 

study of tax returns, actuarial studies provided by an insurer, and fi jtn 

R h o d e  Island's actual experience with their program w h i c h  w a s  already in 

operation, several estimates of costi and the n u m b e r  of beneficiaries by 

in c o m e  level were m a d e .

Based o n  the T a x  Study C o m m i s s i o n  figures, the following estimates 

we r e  made:
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I Program Co s t

Calendar Years

1976 1977 1978 1979

I C o s t  of C a r e *  $11.3 $12.1 $12.9 $13.8

j Less 1 0 %  C o p a y m e n t _________________________ 1^1______________  1_3__________ 1.4

G r o s s  State Co s t  10.2 10.9 11.6 12.4

\\ Less Savings in Other Programs**___________1.7__________ 1. 8_______1. 9__________2.1

ij N e t  State C o s t * * *  $ 8.5 $ 9.1 $ 9.7 $10.3

All figures in millions of dollars

j *1975 figures inflated 1 5 %  for inflation in health care costs a n d  deflated 8 %

for inflation in income ea c h  year.

**It w a s  a s s u m e d  that there w ould be offsetting cost savings in other state 

health care p a y m e n t  programs.

! ***lt w a s  a s s u m e d  that the T a x  Study C o m m i s s i o n  figures were too high b e c a u s e

of the inclusion of non-covered benefits w h i c h  are tax deductible.

H o u s e h o l d  

Income Level

0 - $ 5 ,000

$ 5 , 0 0 0 - $ l 0 , 0 0 0

; $io,ooo-$i5,ooo
O v e r  $15 ,000

Beneficiaries by Income Level

Senior Citizens Others Total

(1,250 Households) (5C0 Households) (1,750 Households)

4 0 %  3 3 %  3 8 %

4 0 %  5 0 %  4 3 %

2 0 %  1 7 %  1 9 %

0 %  0 %  0 %
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Based on  Rhode Island's actual experience, the following estimates 

were made:

T i m e  Period Rhode Island (Actual) Minnesota (Estimated)

Co s t  Re -ipients Co s t  Recipients

First Six M o n t h s $200,000 $ 800,000 230

S e c o n d  Six M o n t h s 300,000 104 1 ,200,000 415

Third Six M o n t h s 400,000 261 1,600,000 1,045

Fourth Six M o n t h s 540,000 N . A . 2,160,000 N . A .

It w a s  concluded that the Rhode Island figures indicated that there would 

be a lower le-'el of participation in the early phases of the state program, 

probably b e c ause people w o uid not be fully a w a r e  of the program, and that 

the R h o d e  Island figures would probably be more indicative of what Minnesota's 

actual experience might be.

T h e  Legislature eventually approved a biennial budget of $17 million for 

the program. It is expected to be more m o n e y  than needed, but health e x p e n s e  

p a y ment programs have historically cost more than anticipated.

VI. 1977 A m e n d m e n t s :

Even before the law took effect, pressures to m a k e  c h a n g e s  in the 

eligibility and benefit standards started to build. Insurers, c o n s u m e r  groups 

and the state Department of Public Welfare all requested changes in the law. 

Bills and a m e n d m e n t s  were introduced w h ich would:
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1. Provide specific coverage for blood and blood derivatives under 

the state program. (This w a s  designed to bring hemophiliacs b a c k  under the 

provisions of the law.)

2. Provide specific coverage for renal dialysis and related costs 

under the state program.

3. Provide specific coverage for nursing h o m e  care under the state 

program.

4. Require coverage for a second opinion o n  surgery under both the 

health insurance mandatory coverage provisions and the state program.

5. Provide a n  earlier effective date for the coverage of the preventive 

services.

6 . M a k e  minor adjustments in the overall benefit schedule.

7. Exclude the income of certain dependents from the determination of 

ho us e ho Id inco m e .

8 . D e l a y  the effective date of the state program for another year.

Bills w h i c h  actually passed did the following:

1. Provided state p a y ment of 90 percent of the household expenses 

for nursing h o m e  care in excess of 20 percent of household income. The 

coverage w o u l d  only apply to the e x penses of people under age 65 and only after 

three years of treatment in a nursing h o m e .  (1977 Session L a w s ,  Chapter 448)

2 . Excluded the income of dependents under age 23 in determining 

household income. (1977 Session L a ws, Chapter 448)
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3. Excluded custodial a n d  domiciliary care. (1977 Session L a ws, 

Cliapter 409)

4. Included coverage of a second opinion o n  surgery effective in 

1979. (1977 Session L a w s ,  Chapter 409)

5. M a d e  health insurance and tort recovery primary to a n y  state 

payments. (1977 Session L a w s ,  Chapter 409)

6 . Provided that health c a ’-e providers be reimbursed o n  the s a m e  

schedule as provider: under medical assistance. (1977 Session L a w s ,

Chapter 40L)

V I I . S u mmary:

T he Minnesota state program is primarily designed to provide protection 

to households w h ich face major health care e x penses of a non-recurring nature. 

Since the program has only be e n  operative since July 1 , 1977, the efficacy of 

its benefits and eligibility standards are not yet k n o w n .



BENEFIT COVERAGE AND ELIGIBILITY STANDARDS 
OF STATE HEALTH INSURANCE PLANS 

RHODE ISLAND CATASTROPHIC HEALTH INSURANCE PLAN (CHIP)

P r e p a r e d  by 
B r i a n  E. K e e l e r  

C h i e f ,  D i v i s i o n  o f  H e a l t h  I n s u r a n c e  
Rhode I s l a n d  D e p a r tm e n t  o f  H e a l t h

One i s s u e  o f  g r e a t  i m p o r t a n c e  i n  t h e  d e s i g n  o f  a h e a l t h  

i n s u r a n c e  p r o g r a m - - b e  i** a p u b l i c l y  s p o n s o r e d  o r  p r i v a t e l y  s p o n s o r e d  

p l a n - - i s  t h e  d e t e r m i n a t i o n  o f  i t s  b e n e f i t  s t r u c t u r e  and  e l i g i b i l i t y  

s t a n d a r d s .  Q u e s t i o n s  r e l a t i n g  t o  e l i g i b i l i t y  q u a l i f i c a t i o n s ,  t h e  

k i n d ,  e x t e n t  and p r i o r i t y  o f  b e n e f i t  c o v e r a g e ,  p r o j e c t e d  u t i l i z a ­

t i o n  r a t e s ,  f o r  e x am p le ,  a r e  a l l  i s s u e s  o f  g r e a t  i m p o r t a n c e .  In  

t h i s  s e c t i o n  o f  t h e  s e m in a r  p ro g ra m ,  we p r e s e n t  two p a p e r s  t h a t  

d i s c u s s  b o t h  s i d e s  o f  t h e  same i s s u e .  L a r r y  F r e d r i c k s o n  o f  M in n e s o t a  

a n a l y z e s  how a s t a t e  d e t e r m i n e s  t h e  b e n e f i t  and e l i g i b i l i t y  s t a n d a r d s  

t h a t  i t  w i s h e s  t o  i n c o r p o r a t e  i n t o  i t s  p l a n  d e s i g n  w h i l e  t h i s  p a p e r  

d i s c u s s e s  t h e  a c t u a l  e x p e r i e n c e s  o f  su c h  d e t e r m i n a t i o n s  once t h e  p l a n  

h a s  become o p e r a t i o n a l  an d  h a s  i n c u r r e d  s e v e r a l  y e a r s  o f  u t i l i z a t i o n  

e x p e r i e n c e .

I .  ELIGIBILITY

E l i g i b i l i t y  s t a n d a r d s  a r e  d e l i n e a t e d  p r i m a r i l y  t h r o u g h  t h e  

g u i d e l i n e s  o f  t h e  C a t a s t r o p h i c  H e a l t h  I n s u r a n c e  P la n  (CHIP) i t s e l f .  

P rogram  e l i g i b i l i t y  i s  c o n t i n g e n t  upon e s s e n t i a l l y  two e l e m e n t s :  

r e s i d e n c y  and  a d e d u c t i b l e .  An a p p l i c a n t  would  n o r m a l l y  be 

t h e  h e a d  o f  a h o u s e h o l d  and m u s t  be a p e rm a n e n t  r e s i d e n t  o f  t h e  

s t a t e  f o r  a t  l e a s t  t h r e e  months and  must  n o t  h a v e  moved h e r e



p r i m a r i l y  t o  become e l i g i b l e  f o r  CHIP. In  a d d i t i o n ,  an  a p p l i ­

c a n t ' s  o u t - o f - p o c k e t  f a m i l y  m e d i c a l  e x p e n s e s  must  e x c e e d  a  CHIP 

d e d u c t i b l e  s p e c i f i e d  i n  t h e  law, a f t e r  a l l  p ay m en ts  a r e  made 

by h i s  o r  h e r  p r i v a t e  h e a l t h  in s u ra n c e ,  p l a n .  T h i s  d e d u c t i b l e  

w i l l  e i t h e r  b e  a  f l a t  d o l l a r  amount o r  a p e r c e n t a g e  o f  t h e  f a m i l y ' s  

in co m e ,  w h i c h e v e r  i s  g r e a t e r .  Income i s  d e f i n e d  by  R e g u l a t i o n  as  

" t h e  a d j u s t e d  g r o s s  income o f  t h e  t a x a b l e  f a m i l y  u n i t ,  m inus  d e p e n ­

d e n t s  a l l o w a n c e s ,  a s  s e t  f o r t h  by t h e  I n t e r n a l  Revenue  S e r v i c e . "  

Those  p e r s o n s  who a r e  M e d i c a r e  s u b s c r i b e r s  o n ly  hav e  t o  m ee t  a 

d o l l a r  d e d u c t i b l e  s i n c e  t h e y  a r e  g e n e r a l l y  l i v i n g  as a g ro u p  on 

f i x e d  in c o m e s .  When fou n d  e l i g i b l e ,  a l l  members o f  a h o u s e h o l d  

a r e  c o v e r e d  f o r  CHIP b e n e f i t s .

T h e r e  a r e  s i x  l e v e l s  o f  CHIP d e d u c t i b l e s .  They a r e  a p p l i e d  

t o  a p a r t i c u l a r  a p p l i c a n t  b a s e d  upon t h e  ty p e  and q u a l i t y  o f  t h e  

p e r s o n ' s  p r i v a t e  h e a l t h  i n s u r a n c e  p l a n .  As t h e  q u a l i t y  o f  a p e r s o n ' s  

c o v e r a g e  goes  u p ,  t h e  CHIP d e d u c t i b l e  goes  down. The lo w e s t  

d e d u c t i b l e  c a t e g o r y  i s  u t i l i z e d  when a p e r s o n  h as  w ha t  t h e  law 

d e f i n e s  a s  a " q u a l i f i e d  p l a n . "  T h is  w ou ld  be  a c o m b i n a t i o n  o f  

p l a n s ,  p r o v i d e d  by e i t h e r  B lu e  C ro ss  o r  a c o m m erc ia l  i n s u r e r ,  

w h ic h  i n c l u d e s  t h e  f o l l o w i n g :

•  S e m i - p r i v a t e  h o s p i t a l  c o v e r a g e  f o r  a t  l e a s t  120 days

•  A m e d i c a l / s u r g i c a l  p l a n  p r o v i d i n g  c o v e r a g e  f o r  u s u a l  
and  c u s to m a r y  p h y s i c i a n  c h a r g e s

•  A m a j o r  m e d i c a l  p ro g ram  p r o v i d i n g  a t  l e a s t  $ 1 0 ,0 00  
i n  s u p p l e m e n t a l  c o v e r a g e
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CHIP DEDUCTIBLES

H e a l t h  I n s u r a n c e  S t a t u s Amount I  o f  Income

Q u a l i f i e d  p l a n $ 500 10

S e m i - q u a l i f i e d  p l a n
(no m a j o r  m e d i c a l  c o v e r a g e )

1 ,2 5 0 25

N o n - q u a l i f i e d  p l a n *

No h e a l t h  i n s u r a n c e  p l a n 5 ,0 0 0 50

Q u a l i f i e d  M e d ic a r e  p l a n 500 N/A

N o n - q u a l i f i e d  M e d ic a r e  p l a n 1 ,0 0 0 N/A

*The d i f f e r e n c e  b e tw e e n  a q u a l i f i e d  and  a  n o n - q u a l i f i e d  p l a n  p l u s  
t h e  d e d u c t i b l e  o f  a q u a l i f i e d  p l a n .

S i n c e  CHIP h a s  b e e n  d e s i g n e d  as  a " l a s t  p a y o r "  p r o g r a m ,  a l l  

o t h e r  r e s o u r c e s  a v a i l a b l e  t o  t h e  a p p l i c a n t  m us t  b e  u t i l i z e d  f i r s t  

b e f o r e  CHIP w o u ld  c o n s i d e r  p a y m e n t .  F o r  e x am p le ,  i f  a p e r s o n  was 

i n j u r e d  i n  an a u t o m o b i l e  a c c i d e n t  and  a l s o  h a s  p r i v a t e  h e a l t h  

i n s u r a n c e ,  CHIP w o u ld  n o t  o n l y  b e  s e c o n d a r y  t o  t h e  h e a l t h  i n s u r a n c e  

p l a n  b u t  a l s o  t o  any a u t o m o b i l e  m e d i c a l  paym en ts  a v a i l a b l e  as a 

r e s u l t  o f  t h e  a c c i d e n t .  CHIP w ou ld  a l s o  be  s e c o n d a r y  t o  o t h e r  

p ro g ra m s  s u c h  as  Workmen's  C o m p e n s a t io n ,  V o c a t i o n a l  R e h a b i l i t a t i o n ,  

M e d i c a r e  a n d  M e d i c a id .

The D i v i s i o n  o f  H e a l t h  I n s u r a n c e  o f  t h e  Rhode I s l a n d  D e p a r t ­

ment  o f  H e a l t h  I s  r e s p o n s i b l e  f o r  t h e  o v e r a l l  a d m i n i s t r a i t o n  o f  

t h e  CHIP p ro g ram .  T h ese  d u t i e s  a l s o  i n c l u d e  e l i g i b i l i t y  s e r v i c e s .  

Most a p p l i c a t i o n s  a r e  h a n d l e d  by m a i l  b u t  o c c a s i o n a l l y  p e r s o n a l  

i n t e r v i e w s  a r e  r e q u e s t e d  by e i t h e r  p a r t y .  The D i v i s i o n  a l s o
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d i r e c t l y  r e f e r s  CHIP a p p l i c a n t s  t o  o t h e r  a v a i l a b l e  p r o g r a m s . O u t ­

r e a c h  s e r v i c e s  o f  CHIP a r e  c o n s i d e r e d  t o  be  an i n t e g r a l  p a r t  o f  t h e  

p ro g ra m .

The m a j o r  gaps  i n  CHIP, as  can  be  r e a d i l y  s e e n  by r e v i e w i n g  

t h e  d e d u c t i b l e  s t r u c t u r e ,  c o n c e r n s  t h o s e  p e r s o n s  who do n o t  h a v e  

any h e a l t h  i n s u r a n c e  c o v e r a g e  and  i n  p a r t i c u l a r  t h o s e  who a r e  

e a r n i n g  j u s t  above  t h e  M e d i c a id  u p p e r  income l i m i t s .  S i n c e  CHIP 

was d e v e l o p e d  t o  a s s i s t  t h e  a v e r a g e  w o rk in g  p e r s o n ,  and  o n l y  

i n c i d e n t a l l y  o t h e r  income g r o u p s ,  no r e s e a r c h  h a s  b e e n  i n i t i a t e d  

t o  a s c e r t a i n  t h e  n a t u r e  and  e x t e n t  o f  t h e  f i n a n c i a l  i m p l i c a t i o n s  

r e s u l t i n g  f rom  any e x p a n s i o n  o f  c o v e r a g e  t o  t h o s e  g ro u p s  f a l l i n g  

t h r o u g h  t h e  gaps  i n  t h e  p ro g ram  as i t  i s  p r e s e n t l y  d e s i g n e d .

I I . BENEFITS

The b e n e f i t s  p r o v i d e d  t o  t h o s e  p e r s o n s  fo u n d  e l i g i b l e  f o r  

CHIP a r e  e s s e n t i a l l y  t h e  same as d e s c r i b e d  i n  t h e  law u*-\der a 

" q u a l i f i e d  p l a n , "  p r e v i o u s l y  o u t l i n e d .  A d d i t i o n a l l y ,  t h e  D e p a r t ­

m ent  o f  H e a l t h  h a s  p r o m u l g a t e d  r u l e s  and  r e g u l a t i o n s  f o r  t h e  CHIP 

p ro g ra m  w h ich  a l s o  c a r e f u l l y  d e s c r i b e  b e n e f i t s  and  e x c l u s i o n s .

The b e n e f i t  s t r u c t u r e  o f  a q u a l i f i e d  p l a n  was e x t r a c t e d  m a i n l y  

f rom t h e  b e s t  e x i s t i n g  B lue  C ross  p l a n s  i n  t h e  s t a t e .  B lu e  C ro ss  

o f  Rhode I s l a n d  c o v e r s  a p p r o x i m a t e l y  85 p e r c e n t  o f  t h e  s t a t e ' s  

p o p u l a t i o n .  I f  t h e  D i v i s i o n  o f  H e a l t h  I n s u r a n c e  c a n n o t  r e a d i l y  

d e t e r m i n e  i f  an a p p l i c a n t ' s  p l a n  i s  q u a l i f i e d ,  t h e  p o l i c y  w i l l  be  

r e f e r r e d  t o  t h e  H e a l t h  I n s u r a n c e  S e c t i o n  o f  t h e  D e p a r tm e n t  o f  

B u s i n e s s  R e g u l a t i o n  f o r  r e v i e w  and  comment a c c o r d i n g  t o  an e x i s t i n g
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c o o p e r a t i v e  a g r e e m e n t .  The D e p a r tm e n t  o f  B u s i n e s s  R e g u l a t i o n  may 

h a v e  t h e  p o l i c y  r e v i e w e d  by  i t s  a c t u a r y ,  e s p e c i a l l y  i f  t h e  a p p l i ­

c a n t  h a s  m u l t i p l e  h e a l t h  i n s u r a n c e  p l a n s ,  w h ich  t a k e n  s i n g u l a r l y  

a r e  n o t  q u a l i f i e d ,  b u t  as  a  c o m p o s i t e  may b e  an a c t u a r i a l  e q u i v a l e n t  

t o  a q u a l i f i e d  p l a n .

C overage  i n  s e v e r a l  s p e c i a l t y  a r e a s  w ere  ad d ed  by  r e g u l a t i o n  

t o  t h o s e  b e n e f i t s  p r o v i d e d  d i r e c t l y  by t h e  law .  F o r  e x am p le ,  a 

q u a l i f i e d  p l a n  w o u ld  pay  f o r  t h e  d e d u c t i b l e s  and c o - i n s u r a n c e  f o r  

t h o s e  p e r s o n s  j n  M e d i c a r e .  However,  n e i t h e r  M e d ic a r e  n o r  a q u a l i f i e d  

p l a n  p r o v i d e s  c o v e r a g e  f o r  p r e s c r i p t i o n  d r u g s .  S i n c e  t h i s  was one 

o f  t h e  m os t  c o s t l y  i t e m s  t o  t h e  consum er  and l a r g e l y  u n r e i m b u r s e d  

by t h i r d  p a r t i e s ,  t h e  CHIP r e g u l a t i o n s  a l l o w e d  f o r  c o v e r a g e  o f  t h i s  

t y p e  o f  e x p e n s e .  On t h e  o t h e r  h a n d ,  m e n t a l  h e a l t h  b e n e f i t s  a r e  

c u r r e n t l y  u n d e r  r e v i e w  s i n c e  a f u l l  20 p e r c e n t  o f  CHIP b e n e f i t s  i n  

1975 w en :  f o r  t h e s e  s e r v i c e s .  C u r r e n t l y ,  CHIP a l l o w s  f o r  f u l l  

c o v e r a g e  and 50 p e r c e n t  r e i m b u r s e m e n t  f o r  o u t p a t i e n t  p s y c h i a t r i c  

c a r e .

CHIP pay s  f o r  100 p e r c e n t  o f  t h e  u s u a l  and  c u s to m a r y  c o s e s  

o f  t h o s e  e l i g i b l e  h e a l t h  e x p e n s e s  n o t  o t h e r w i s e  p a y a b l e  by an 

i n s u r e r ,  s t a t e  o r  f e d e r a l  a g e n c y .  CHIP was d e s i g n e d  t o  " t o p  o f f "  

any e x i s t i n g  h e a l t h  I n s u r a n c e  p l a n  a r e s i d e n t  may h a v e .  T h e r e f o r e ,  

w i t h  o n ly  one e x c e p t i o n  ( o u t p a t i e n t  p s y c h i a t r i c ) , payment  i s  a t  

t h e  r a t e  o f  100 p e r c e n t .  As m e n t i o n e d  p r e v i o u s l y ,  CHIP c o v e r s  

m ost  o f  t h e  b e n e f i t s  p r o v i d e d  u n d e r  a q u a l i f i e d  h e a l t h  i n s u r a n c e  

p l a n .  The o n l y  n o t a b l e  e x c e p t i o n ,  i n  a d d i t i o n  t o  t h e  d rug  b e n e f i t s
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f o r  M e d ic a re  p e r s o n s ,  as  com pared  w i t h  o t h e r  p l a n s  o f f e r e d  o r  

p r o v i d e d  by  i n s u r e r s  o r  a g e n c i e s ,  i s  i n  t h e  a r e a  o f  m e n t a l  h e a l t h .  

The M e d ic a id  p ro g ram  does  n o t  p r o v i d e  any p s y c h i a t r i c  b e n e f i t s .  

T h e r e f o r e ,  a l t h o u g h  a f a m i l y  may o t h e r w i s e  q u a l i f y  f o r  M e d i c a id ,  

p s y c h i a t r i c  b e n e f i t s  when r e q u i r e d  w o u ld  be  c o v e r e d  by CHIP.

Cla im  c o s t  c o n t r o l  i s  e x e r c i s e d  o v e r  v i r t u a l l y  a l l  a r e a s  o f  

b e n e f i t  c o v e r a g e s ,  i n c l u d i n g  p r e s c r i p t i o n  d ru g s  and m e d i c a l /  

s u r g i c a l  s u p p l i e s  and  e q u ip m e n t  t h r o u g h  t h e  u se  o f  u s u a l  and 

c u s to m a r y  f e e  p r o f i l e s .  H i s t o r i c a l l y ,  p s y c h i a t r i c  b e n e f i t s  hav e  

p r o v e n  t o  b e  t h e  m os t  d i f f i c u l t  t o  c o n t r o l .  S e l e c t e d  c a s e s ,  

e s p e c i a l l y  f o r  o u t - o f - s t a t e  p r i v a t e  f a c i l i t i e s ,  h a v e  b e e n  r e f e r r e d  

t o  t h e  P s y c h i a t r i c  P e e r  Review Commit tee  f o r  e x a m i n a t i o n .  Committee  

r e s u l t s  h a v e  b e en  a d i s a p p o i n t m e n t  as  a m ethod  f o r  s u b s t a n t i a l l y  

r e d u c i n g  u t i l i z a t i o n  and r e l a t e d  c o s t s .

The e x p a n s i o n  o f  CHIP c o v e r a g e  t o  t h o s e  p e r s o n s  who may f a l l  

t h r o u g h  t h e  gaps  i n  t h e  p ro g ram  w o u ld  h a v e  t o  be e x t e n d e d  f i r s t  

t o  t h o s e  who h a v e  s e m i - q u a l i f i e d  p l a n s  p r i o r  t o  making  t h e  c o v e r a g e  

a v a i l a b l e  t o  o t h e r s  who h a v e  no c o v e r a g e .  Here  a g a i n ,  t h i s  c o n c e p t  

w o u ld  be i n  k e e p i n g  w i t h  t h e  i n t e n t  o f  t h e  law w h ich  i s  s t r u c t u r e d  

t o  h e l p  th e  a v e r a g e  w o r k in g  p e r s o n .  However,  t h e  a v e r a g e  w o r k in g  

p e r s o n  i s  becom ing  i n c r e a s i n g l y  d i f f i c u l t  t o  d e f i n e .  T h e re  a r e  

many a v e r a g e  w o rk in g  p e r s o n s  who f o r  v a r i o u s  r e a s o n s  a r e  u n a b le  

t o  a f f o r d  q u a l i f i e d  h e a l t h  i n s u r a n c e  p l a n s .  These  p e r s o n s  r a t h e r  

t h a n  t h e  u n i n s u r e d  s h o u l d  p e r h a p s  be t h e  t a r g e t  g ro up  o f  any 

e l i g i b i l i t y  r e s t r u c t u r i n g .  With t h e  p r o l i f e r a t i o n  o f  s t a t e
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c a t a s t r o p h i c  h e a l t h  i n s u r a n c e  p l a n s ,  s e v e r a l  key  i s s u e s  m u s t  be  

a d d r e s s e d .  F i r s t ,  w i t h  more a nd  more s t a t e s  c o n s i d e r i n g  t h e  a d o p ­

t i o n  o f  h e a l t h  i n s u r a n c e  p l a n s ,  i s  t h i s  a c l e a r  s i g n a l  t o  W ash in g to n  

t h a t  t h e  s t a t e s  do n o t  w a n t  n a t i o n a l  h e a l t h  i n s u r a n c e  w i t h  t h e  

i n h e r e n t  l o s s  o f  l o c a l  c o n t r o l  o v e r  t h e  h e a l t h  c a r e / f i n a n c i n g  

s y s te m ?  We b e l i e v e  t h i s  t o  b e  t h e  c a s e  i n  Rhode I s l a n d  and  s u s p e c t  

t h e  same t o  be  t r u e  i n  o t h e r  s t a t e s .  S e c o n d ly ,  h a s  t h e r e  b e e n  any 

n o t i c e a b l e  m i g r a t i o n  o f  i n d i v i d u a l s  t o  s t a t e s  w h ic h  h a v e  t h e  CHIP 

c o v e r a g e ?  T h e re  i s  a lw ay s  t h e  p o t e n t i a l  f o r  t h i s  p r o b le m  w i t h  any 

p u b l i c  p ro g r a m ,  m ost  n o t i c e a b l y  i n v o l v i n g  Unemployment C o m p en sa t io n  

an d  M e d ic a id .  The Rhode I s l a n d  CHIP p r o g r a m  h a s  o n l y  a t h r e e  month 

r e s i d e n c y  r e q u i r e m e n t .  However ,  CHIP i s  p a t t e r n e d  i n  su c h  a way 

as  t o  " r e w a r d "  p e r s o n s  w i t h  b e t t e r  c o v e r a g e  by a f f o r d i n g  them a 

lo w e r  d e d u c t i b l e  as a t h r e s h o l d  t o  e l i g i b i l i t y .  A l s o ,  t h e  p ro g ram  

i s  m ean t  t o  f u n c t i o n  as a  " s u p e r "  m a j o r  m e d i c a l  p l a n  w i t h  a good 

b a s e  o f  p r i v a t e  h e a l t h  i n s u r a n c e  as  a p r e r e q u i s i t e  f o r  t o t a l  

c a t a s t r o p h i c  h e a i t h  i n s u r a n c e  p r o t e c t i o n .  With t h i s  g o a l  i n  mind 

and c o n s i d e r i n g  t h e  s t r u c t u r e  o f  t h e  p l a n ,  i t  w ould  n o t  seem t o  be 

w o r t h w h i l e  f o r  a f a m i l y  t o  move t o  Rhode I s l a n d  from a n o t h e r  s t a t e  

j u s t  t o  be a b l e  t o  a t t a i n  c o v e r a g e  u n d e r  CHIP. I f  t h i s  does  o c c u r ,  

and  we a r e  a b l e  t o  c o n f i r m  t h a t  t h i s  i s  why a f a m i l y  moved t o  t h e  

s t a t e ,  we w ou ld  be  a b l e  t o  deny c o v e r a g e  on t h e  b a s i s  o f  a  r e l e v a n t  

s e c t i o n  i n  t h e  law .  S p e c i f i c a l l y ,  i t  e x c l u d e s  p e r s o n s  f rom  CHIP 

who w ere  found  t o  h a v e  moved t o  Rhode I s l a n d  f o r  t h e  p r i m a r y  

p u r p o s e  o f  r e c e i v i n g  CHIP b e n e f i t s .  The D e p a r tm e n t  h a s  fo u n d  t h a t  

t h i s  i s  n o t  a v i a b l e  i s s u e  a t  t h i s  t im e .
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F i n a l l y ,  i t  i s  p r o b a b l y  a p p r o p r i a t e  h e r e  t o  e n d  t h e  d i s c u s s i o n  

o f  b e n e f i t s  w i t h  a few comments c o n c e r n i n g  f u t u r e  c h ang es  t o  t h e  

p ro g ra m .  O b v i o u s l y ,  t h e  p ro g ra m  i s  s t i l l  i n  i t s  d e v e l o p m e n t a l  s t a g e  

and v a s t  c o v e r a g e  ch an g e s  c a n n o t  b e  recommended a t  t h i s  t im e .  

However,  th e  D e p a r tm e n t  b e l i e v e s  t h a t  t h e  G e n e r a l  Assembly  s h o u l d  

be  t h e  p r o p e r  v e h i c l e  f o r  amend ing  t h e  l i s t  o f  c o v e r e d  s e r v i c e s  

p r o v i d e d  by t h e  CHIP p ro g ram .  The D e p a r tm e n t  o f  H e a l t h  h a s  t r i e d  

u n s u c c e s s f u l l y  i n  t h e  p a s t  t o  change  b e n e f i t s  t h r o u g h  r e g u l a t i o n .  

S i n c e  t h e  b e n e f i t s  a r e  e s s e n t i a l l y  s i m i l a r  t o  t h e  b e n e f i t s  w h ich  

a r e  d e f i n e d  by  t h e  law as  c o n s t i t u t i n g  a q u a l i f i e d  p l a n ,  p e r h a p s  

t h e  s a f e r  c o u r s e  f o r  t h e  D e p a r tm e n t  t o  t a k e  w ou ld  be  t o  s e e k  amend­

ment t o  t h e  law .  I t  s h o u l d  be  n o t e d  t h a t  t h e  G e n e r a l  Assembly  has  

b e en  h e s i t a n t  i n  t h e  p a s t  t o  a p p ro v e  any new s p e n d i n g  p ro g ram s  o r  

amend e x i s t i n g  ones  i n  su ch  a way a s  t o  s u b s t a n t i a l l y  i n c r e a s e  t h e  

c o s t  b u r d e n  t o  t h e  s t a t e .  I t  a p p e a r s  t h a t  any  p r o p o s e d  amendments 

l i b e r a l i z i n g  t h e  CHIP b e n e f i t  s t r u c t u r e  would  e n c o u n t e r  g r e a t  

o p p o s i t i o n  i n  th e  im m e d ia te  f u t u r e .

I I I .  UTILIZATION

In  c a l e n d a r  y e a r  1976,  189 p e r s o n s  a c t u a l l y  r e c e i v e d  CHIP 

b e n e f i t s  a s  compared  t o  114 i n  1975. O t h e r  s t a t i s t i c s  i n c l u d e :

1975 1976

T o t a l  a p p l i c a t i o n s  234 258

T o t a l  f a m i l y  u n i t s  162 150

O r i g i n a l  p r o j e c t i o n s  e s t i m a t e d  t h a t  a b o u t  200-300  p e r s o n s  would 

become e l i g i b l e  f o r  t h e  CHIP p ro g ra m  on an a n n u a l  b a s i s .  T h e r e f o r e ,
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t h e  p r o g r a m ' s  r e s u l t s  a p p e a r s  t o  be  somewhat lo w e r  t h a n  a n t i c i p a t e d .  

However,  o r i g i n a l  p r o j e c t i o n s  by  t h e  T ask  F o r c e  w h ic h  h e l p e d  sh a p e  

t h e  l e g i s l a t i o n  w ere  o n ly  ro u g h  e s t i m a t e s .

Of t h e  150 e l i g i b l e  f a m i l y  u n i t s  i n  1976, 57 h a d  B lu e  C r o s s ,

65 M e d i c a r e ,  14 c o m m e rc ia l  i n s u r a n c e  and 14 w ere  w i t h o u t  h e a l t h  

i n s u r a n c e .  Those  p e r s o n s  e l i g i b l e  f o r  M e d ic a re  a p p e a r  t o  b e  b e n e ­

f i t i n g  s u b s t a n t i a l l y  f rom t h e  CHIP p ro g ram  s i n c e  43 p e r c e n t  o f  t h e  

e l i g i b l e  f a m i l y  u n i t s  i n v o l v e d  t h i s  g r o u p .  A n o th e r  b reakdow n  o f  

u t i l i z a t i o n  was t o  g ro u p  t h e  p e r s o n s  a c t u a l l y  r e c e i v i n g  b e n e f i t s  

by  age  g r o u p - - 3 2  w e re  d e p e n d e n t  c h i l d r e n ,  97 a d u l t s  t ind e r  age  65 

and  60 w ere  o v e r  age 65. The D e p a r tm e n t  b e l i e v e s  t h a t  t h e  p ro g ram  

t  m a t u r e  l o n g e r  b e f o r e  d e f i n i t i v e  c o n c l u s i o n s  a r e  d e l i v e r e d .

I V . CATASTROPHIC ILLNESSES

A l th o u g h  " c a t a s t r o p h i c "  i s  d e f i n e d  i n  te rm s  o f  t h e  f i n a n c i a l  

l o s s  t o  t h e  f a m i l y  r a t h e r  t h a n  by d i a g n o s i s ,  a  d i a g n o s i s  v e r y  o f t e n  

s i g n a l s  an im pen d in g  c a t a s t r o p h i c  l o s s .  The T ask  F o r c e  w h ich  

d e v e l o p e d  th e  CHIP l e g i s l a t i o n  o r i g i n a l l y  s u g g e s t e d  a d r e a d  d i s e a s e  

t y p e  o f  p l a n  w h ich  e v e n t u a l l y  was r e p l a c e d  by t h e  p r e s e n t  p ro g ra m  

w h ic h  f o c u s e s  on t h e  f i n a n c e s  o f  a f a m i l y  as  i t  i s  a f f e c t e d  by 

t h e  p a t i e n t ' s  i l l n e s s .

C a t a s t r o p h e ,  i n  a m e d i c a l  s e n s e ,  i s  b o t h  an a b s o l u t e  and a 

r e l a t i v e  c o n c e p t .  Any s e r i o u s  h e a l t h  p ro b le m  i s  a c a t a s t r o p h e  t o  

t h e  i n d i v i d u a l  and f a m i l y  e x p e r i e n c i n g  t h e  a f f l i c t i o n .  P h y s i c a l l y  

and  p s y c h o l o g i c a l l y ,  any  s u b s t a n t i v e  i l l n e s s  i s ,  a lm o s t  by d e f i n i ­

t i o n ,  an e x t r e m e l y  s t r e s s f u l  o c c u r r e n c e .
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The f i n a n c i a l  i m p l i c a t i o n s  o f  any  p e r i o d  o f  i l l n e s s  b e yond  t h e  

m ost  m in o r  a r e  e q u a l l y  d i s t r e s s i n g  a n d  o n l y  s e r v e  t o  i n c r e a s e  t h e  

s e r i o u s n e s s  o f  o t h e r  p r o b l e m s .  The d e g r e e  o f  f i n a n c i a l  c a t a s t r o p h e  

i s  d e t e r m i n e d  by su c h  f a c t o r s  as  t h e  t o t a l  c o s t  o f  d i a g n o s i s  and  

t r e a t m e n t  (w h ich  r e l a t e  t o  t h e  d u r a t i o n  o f  t h e  i l l n e s s  a n d  t h e  

s o p h i s t i c a t i o n  o f  a v a i l a b l e  m e d i c a l  m odes ,  e t c . ) ;  t h e  a d e q u a c y  o f  

b a s i c  h e a l t h  i n s u r a n c e  c o v e r a g e  i n  f o r c e ;  t h e  a v a i l a b i l i t y  o f  

v a r i o u s  s u p p l e m e n t a l  p ro g ra m  ( b o t h  p u b l i c  and p r i v a t e ) ; i n d e p e n d e n t  

f i n a n c i a l  r e s o u r c e s  a v a i l a b l e  t o  c o v e r  m e d i c a l  e x p e n s e s  ( t a k i n g  i n t o  

a c c o u n t  o t h e r  c r i t i c a l  n e e d s ,  s u c h  as m a i n t e n a n c e  o f  t h e  f a m i l y  

u n i t ) ;  and  t h e  encum brance  o f  b a s i c  e a r n i n g  c a p a c i t y .  C l e a r l y ,  t h e  

i n t e r r e l a t i o n s h i p  o f  t h e s e  f a c t o r s  becomes m ost  s e r i o u s  when a s p e l l  

o f  i l l n e s s  becomes " c a t a s t r o p h i c . "  A l th o u g h  l i t t l e  f o r m a l  r e s e a r c h  

work h a s  b e en  done  t o  d e f i n e  " c a t a s t r o p h i c , "  i t  i s  c l e a r  t h a t  t h e  

t h r e s h o l d  can be  r e a c h e d  v e r y  r a p i d l y  as n o n r e i m b u r s a b l e  c o s t s  a r e  

i n c u r r e d .  The a c c e l e r a t i n g  s p i r a l  o f  m e d i c a l  c o s t s  and  t h e  r e l a t e d  

e x p a n s i o n  o f  t e c h n o l o g i c a l  a l t e r n a t i v e s  m e r e ly  i n t e n s i f y  t h e  p r o b l e m ,  

b o t h  f o r  t h e  p r e s e n t  and  t h e  f u t u r e .  The c o m b i n a t i o n  o f  m e d i c a l  and  

f i n a n c i a l  " c a t a s t r o p h e s "  must  h a v e  an  e x t r a o r d i n a r i l y  h e a v y  s o c i a l  

i m p a c t ,  p a r t i c u l a r l y  on t h e  dynamics  o f  a f a m i l y  s t r u c t u r e ,  and t h e  

r e s u l t i n g  e f f e c t s  o f  b o t h  t h e  f i s c a l  and  p s y c h o l o g i c a l  s t r e s s  r e p r e ­

s e n t  a  r e a l  and s i g n i f i c a n t  c o s t  t o  s o c i e t y .

M a jo r  d i s a b i l i t y  s t a t i s t i c s  f o r  1976 e x p e r i e n c e  i n d i c a t e s  a g a i n ,  

a s  i n  1975,  t h a t  e m o t i o n a l  d i s o r d e r s  l e a d  t h e  l i s t  o f  r e p o r t e d  

c o n d i t i o n s .  A l th o u g h  t h e r e  w e re  189 p e r s o n s  r e c e i v i n g  b e n e f i t s ,  i n

10



m a n y  c a s e s  m o r e  t h a n  one p e r s o n  i n  a f a m i l y  r e c e i v e d  p a y m e n t  a n d  

s u c h  p e r s o n s  o n  a n  a v e r a g e  d i d  n o t  h a v e  c a t a s t r o p h i c  t y p e  c o n d i­

tions. T h e r e f o r e ,  t h e s e  r e l a t i v e l y  m i n o r  d i a g n o s e s  h a v e  n o t  b e e n  

r e p o r t e d  here.
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N e u r o l o g i c a l .......................................... 4 C i r c u l a t o r y ..............................................

M u l t i p l e  S c l e r o s i s  4 M u s c u la r  D y s t r o p h y ............................
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V. S U M M A R Y  A N D  E V A L U A T I O N

T h e  C H I P  p r o g r a m  p r o v i d e s  f o r  m a n d a t o r y  y e a r l y  e v a l u a t i o n  a n d  

h e a l t h  s y s t e m  r e p o r t i n g  t h r o u g h  the A n n u a l  R e p o r t  on  the H e a l t h
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C o n d i t i o n  o f  t h e  S t a t e  a n d  H e a l t h  E x p e n d i t u r e s  by  t h e  D i r e c t o r  o f  

t h e  D e p a r tm e n t  o f  H e a l t h  by  e a c h  J a n u a r y  3 0 th  t o  t h e  G o v e rn o r  and 

G e n e r a l  A ssem bly .  I n  a d d i t i o n ,  t h e  D e p a r tm e n t  o f  H e a l t h ,  D i v i s i o n

o f  H e a l t h  I n s u r a n c e  im p le m e n ts  t h e  f o l l o w i n g  m o n i t o r i n g  p r o g r a m s :
/

1. Annua l  a u d i t  o f  f i s c a l  i n t e r m e d i a r i e s  and t h o s e  
s t a t e  a g e n c i e s  w i t h  whom t h e  D e p a r tm e n t  o f  H e a l t h  
h a s  c o o p e r a t i v e  a g re e m e n ts

2. P r e p a r a t i o n  o f  a CHIP b e n e f i t s  a n n u a l  r e p o r t  w i t h  
s t a t i s t i c s  and  d e m o g r a p h ic s .

3. C o n t r a c t i n g  w i t h  p r i v a t e  h e a l t h  r e s e a r c h  c o r p o r a t i o n s ,  
when r e q u i r e d ,  t o  a c q u i r e  d a t a  n e c e s s a r y  t o  e v a l u a t e  
t h e  p rog ram

The s u c c e s s  o f  CHIP depends  upon many f a c t o r s :  c h i e f l y ,  t h e  a b s o l u t e  

n e c e s s i t y  f o r  c o o p e r a t i o n  b e tw ee n  s t a t e  g o v e rn m e n t ,  i n s u r e r s ,  and 

p r o v i d e r s .  The Law was i n i t i a l l y  c o n c e i v e d  as a " w o rk in g  p e r s o n ' s  

p r o g r a m , "  s t r e s s i n g  t h e  p u r c h a s e  o f  good p r i v a t e  i n s u r a n c e  as  a  s t e p  

t o w a rd  t o t a l  c a t a s t r o p h i c  i l l n e s s  p r e v e n t i o n .  I t  was d e s i g n e d  t o  

p r o v i d e  an i n c e n t i v e  f o r  p e r s o n s  t o  p u r c h a s e  good b a s i c  h e a l t h  i n s u r ­

a n c e  c o v e r a g e  a s  an i n i t i a l  s t e p  and as  an i n t e g r a l  p a r t  o f  t o t a l  

c a t a s t r o p h i c  h e a l t h  i n s u r a n c e  p r o t e c t i o n  f o r  a l l  o f  t h e  r e s i d e n t s  

o f  Rhode I s l a n d .  The S t a t e  was t h e  f i r s t  n a t i o n a l l y  t o  im p lem en t  

t h i s  new a p p ro a c h  t o  h e a l t h  i n s u r a n c e  c o v e r a g e  and  t h e r e b y  e n s u r e  

t h a t  no c i t i z e n  wouxd b e  f o r c e d  t o  " sp e n d  down" o r  "ab a n d o n "  h i s  

f a m i l y  t o  r e c e i v e  t h e  k i n d  o f  h e l p  w h ich  w ould  r e a s o n a b l y  be g i v e n  

t o  any n e i g h b o r  o r  f r i e n d  who h a s  b e e n  s t r u c k  by t r a g e d y .  The j u r y  

i s  s t i l l  o u t  as t o  a f i n a l  v e r d i c t  i n  r e g a r d  t o  o u r  e n d e a v o r .
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ADMINISTRATIVE ORGANIZATION OF A STATE HEALTH INSURANCE PLAN 
RHODE ISLAND CATASTROPHIC HEALTH INSURANCE PLAN (CHIP)

P r e p a r e d  by  
B r i a n  E. K e e l e r  

C h i e f ,  D i v i s i o n  o f  H e a l t h  I n s u r a n c e  
Rhode I s l a n d  D e p a r t m e n t  o f  H e a l t h

As o f  J u l y ,  1977 ,  o n l y  f i v e  j u r i s d i c t i o n s  h a d  e n a c t e d  i n t o  law  

s t a t e  h e a l t h  i n s u r a n c e  p l a n s  whose  p u r p o s e  i s  t o  p r o v i d e  p r o t e c t i o n  

a g a i n s t  t h e  i n c i d e n c e  o f  i l l  h e a l t h  abov e  and  b e y o n d  w h a t e v e r  o t h e r  

h e a l t h  i n s u r a n c e  c o v e r a g e  may b e  p r o v i d e d  t o  t h e i r  r e s i d e n t s  e i t h e r  

f rom  p u b l i c  o r  p r i v a t e  s o u r c e s .  V e ry  few s t a t e s  h a v e  e s t a b l i s h e d  

t h e i r  own h e a l t h  i n s u r a n c e  d e p a r t m e n t  w i t h i n  t h e i r  g o v e r n m e n t a l  

s t r u c t u r e  t o  a d m i n i s t e r  s u c h  a  p r o g r a m  w i t h  a l l  t h e  i m p l i c a t i o n s  

t h a t  r a m i f y  f rom  s u c h  an  o r g a n i z a t i o n .  One s t a t e  w h ic h  h a s ,  a o w e v e r ,  

i s  Rhode I s l a n d .  T h i s  s t a t e  o f f e r s  a  c l e a r  p r o f i l e  o f  t h e  c h a r a c t e r  

o f  a s t a t e  a d m i n i s t e r e d  h e a l t h  i n s u r a n c e  p l a n  a n d  t h e  f o l l o w i n g  i s  

a d i s c u s s i o n  o f  t h i s  j u r i s d i c t i o n ' s  p r o g r a m .

I .  ADMINISTRATIVE ORGANIZATION AND RELATIONSHIP 

O r g a n i z a t i o n a l  S t r u c t u r e



The D i r e c t o r  o f  t h e  Rhode I s l a n d  D e p a r tm e n t  o f  H e a l t h  i s  

a s s i g n e d  t h e  o v e r a l l  r e s p o n s i b i l i t y  f o r  t h e  CHIP P ro g ra m  a c c o r d i n g  

t o  t h e  e n a b l i n g  CHIP l e g i s l a t i o n  a n d  r e p o r t s  d i r e c t l y  t o  t h e  

G o v e rn o r .  The D i r e c t o r  h a s  d e l e g a t e d  a l l  a d m i n i s t r a t i v e  d u t i e s  

t o  t h e  C h i e f  o f  t h e  D i v i s i o n  o f  H e a l t h  I n s u r a n c e .  The D i v i s i o n  

o f  H e a l t h  I n s u r a n c e  (DHI) h a s  a c c e s s  t o  v a r i o u s  D e p a r t m e n t a l  

a d v i s o r y  g ro u p s  i n  m a t t e r s  r e l a t i n g  t o  a p p e a l s , c l a i m s  and  o t h e r  

s p e c i f i c  p rog ram  a r e a s , su c h  as c e r t i f i c a t i o n  o f  H e a l t h  M a in te n a n c e  

O r g a n i z a t i o n s .

The DHI a d m i n i s t e r s  a l l  a s p e c t s  o f  t h e  CHIP P rog ram  from one 

c e n t r a l  l o c a t i o n .  T h e re  a r e  no l o c a l  H e a l t h  D e p a r tm e n t s  i n  Rhode 

I s l a n d .  D u t i e s  i n c l u d e  t h e  f o l l o w i n g :  m o n i t o r s  t h o s e  p rog ram  

components  a s s i g n e d  t o  o t h e r  a g e n c i e s  ( D e p a r tm e n t  o f  B u s i n e s s  

R e g u l a t i o n ) ;  p r o v i d e s  a s s i s t a n c e  and i n f o r m a t i o n  t o  a l l  a p p l i c a n t s  

and g e n e r a l  p u b l i c ;  d e t e r m i n e s  e l i g i b i l i t y ;  d e v e l o p s  and  im p le m e n ts  

p ro g ram  p o l i c y ,  r u l e s  and  r e g u l a t i o n s ;  d e v e l o p s ,  m o n i t o r s  and 

a u d i t s  p rog ram s  f o r  CHIP c l a i m  a d m i n i s t r a t i o n  w i t h  i n s u r e r s ;  p r o ­

v i d e s  f o r  a p p e a l  p r o c e d u r e s  and  h e a r i n g s ;  o r g a n i z e s  p ro g ram  promo­

t i o n  and  p u b l i c i t y ;  c e r t i f i e s  and  m o n i t o r s  H e a l t h  M a in te n a n c e  

O r g a n i z a t i o n s .

The D e p a r tm e n t  o f  B u s i n e s s  R e g u l a t i o n  (DBR) i s  r e s p o n s i b l e  t o  

t h e  D i r e c t o r  o f  t h e  D e p a r tm e n t  o f  H e a l t h  ( DOli) f o r  e x p e n d i t u r e s  

and p ro g ram  p e r f o r m a n c e  r e l a t i n g  t o  t h e  v a r i o u s  d u t i e s  a s s i g n e d  to  

i t  w i t h i n  t h e  CHIP l e g i s l a t i o n .  T hese  i n c l u d e  t h e  d e v e lo p m e n t  and



e n f o r c e m e n t  o f  minimum s t a n d a r d s  f o r  h e a l t h  i n s u r e r s ,  c e r t i f i c a ­

t i o n  o f  q u a l i f i e d  h e a l t h  i n s u r a n c e  p l a n s ,  r e v i e w  and  a p p r o v a l  o f  

r a t e s  a n d  management  o f  a F a c i l i t y  R e i n s u r a n c e  P o o l .  The D i r e c t o r  

o f  DBR i s  u l t i m a t e l y  r e s p o n s i b l e  t o  t h e  G o v e rn o r  d i r e c t l y  on a l l  

m a t t e r s  r e l a t i n g  t o  a c t u a l  p ro g ra m  p e r f o r m a n c e .  J o i n t  d e c i s i o n s  

a r e  made b e tw e e n  d i r e c t o r s  on p ro g ram  a r e a s  w h ich  r e q u i r e  t h e  

c o n c u r r e n c e  o f  b o t h  by law .  The DOH r e i m b u r s e s  t h e  DBR f o r  a l l  

s a l a r i e s  a n d  e x p e n s e s  r e l a t e d  t o  t h e  p e r f o r m a n c e  o f  CHIP d u t i e s .

A s p e c i a l  H e a l t h  I n s u r a n c e  S e c t i o n  h a s  b e e n  e s t a b l i s h e d  w i t h i n  t h e  

DBR t o  p e r f o r m  t h e  t a s k s  c r e a t e d  by t h e  p a s s a g e  o f  CHIP.

P r i o r  t o  CHIP, h e a l t h  i n s u r a n c e  r e g u l a t i o n  i n  t h e  s t a t e  was 

m in im a l .  The p r i m a r y  s o u r c e  f o r  c o n t a c t  b e tw e e n  D e p a r tm e n t s  i s  

f o r  r e q u e s t s  t o  DBR f o r  r e v i e w  o f  p o t e n t i a l l y  q u a l i f i e d  p l a n s .

When an  a p p l i c a n t  a p p l i e s  f o r  CHIP b e n e f i t s  t o  t h e  DOH, a r e v i e w  

o f  t h e  p e r s o n ' s  p r i v a t e  h e a l t h  i n s u r a n c e  i s  m a n d a to ry  s i n c e  

e l i g i b i l i t y  i s  c o n t i n g e n t  upon t h e  t y p e  o f  i n s u r a n c e  p l a n  a p e r s o n  

may h a v e .  The law o u t l i n e s  w ha t  i s  d e s c r i b e d  as a " q u a l i f i e d  

p l a n . "  The c l o s e r  a p e r s o n ' s  p o l i c y  comes t o  t h i s  q u a l i f i e d  p l a n ,  

t h e  lo w e r  t h e  d e d u c t i b l e  w i l l  be  f o r  them and  s u b s e q u e n t l y  e l i g i b l e  

f o r  CHIP. T h e r e f o r e ,  t h e  DOH u t i l i z e s  t h e  DBR t o  r e v i e w  s e l e c t e d  

p o l i c i e s  o f  t h e  a p p l i c a n t s  t o  d e t e r m i n e  i f  t h e y  a r e  " q u a l i f i e d . "

The DOH i s  a b l e  t o  make su ch  d e t e r m i n a t i o n s  i n  many c a s e s  i n v o l v i n g  

o n ly  one o: two b a s i c  p o l i c i e s  h e l d  by an a p p l i c a n t .  However, many 

a p p l i c a n t s  h a v e  m u l t i p l e  i n s u r a n c e  p o l i i e s  o r  c o m p l i c a t e d  p o l i c i e s  

w h ich  a r e  n o t  r e a d i l y  i d e n t i f i a b l e  as  q u a l i f i e d .  In  s e v e r a l  c a s e s ,
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t h e  DBR h a s  h a d  t o  u t i l i z e  t h e  s e r v i c e s  o f  t h e i r  c o n s u l t i n g  a c t u a r y  

s i n c e  t h e  law a l l o w s  them t o  q u a l i f y  some o f  t h e  more  i n v o l v e d  

p o l i c i e s  on t h e  b a s i . :  o f  a c t u a r i a l  e q u i v a l e n c i e s .  The law i n d i c a t e s  

t h a t  "any  p l a n  o r  c o m b i n a t i o n  o f  p l a n s  w h ic h  p r o v i d e  q u a l i f i e d  p l a n  

b e n e f i t s ,  o r  t h e i r  a c t u a r i a l  e q u i v a l e n t ,  may be  deemed t o  be  a 

q u a l i f i e d  p r o g r a m . "

F i s c a l  i n t e r m e d i a r i e s  a r e  u t i l i z e d  f o r  c l a i m  a d m i n i s t r a t i o n  

p u r p o s e s .  They a r e  a p p o i n t e d  b "  t h e  D i r e c t o r  o f  t h e  DOH and a r e  

r e s p o n s i b l e  t o  t h e  DHI on m a t t e r s  r e l a t i n g  t o  c l a i m s  p a i d ,  admin­

i s t r a t i v e  c o s t s  and  e x p e n s e s .  They a r e  a l s o  s u b j e c t  t o  a u d i t  by 

t h e  D i v i s i o n .  B lue  C ro s s  o f  Rhode I s l a n d  p a y s  CHIP c l a im s  f o r  

t h o s e  a p p l i c a n t s  who a r e  B lue  C ro ss  s u b s c r i b e r s ,  h a v e  no  h e a l t h  

i n s u r a n c e ,  a r e  members o f  an HMO o r  who a r e  on M e d id a re  ( T i t l e  

X V I I I ) . M e t r o p o l i t a n  L i f e  i s  t h e  i n t e r m e d i a r y  f o r  t h o s e  p e r s o n s  

who h a v e  c o m m e rc ia l  h e a l t h  i n s u r a n c e .  Both  i n t e r m e d i a r i e s  have  

a s s i g n e d  one p e r s o n  t o  work on CHIP c l a i m s  e x c l u s i v e l y .  In  th e  

c a s e  o f  B lu e  C r o s s ,  t h e  p e r s o n  works  on CHIP f u l l  t im e ;  w i t h  

M e t r o p o l i t a n ,  i t  i s  a p a r t - t i m e  f u n c t i o n .  The i n t e r m e d i a r i e s  b o t h  

b i l l  t h e  DOH m o n th ly  f o r  t h e  c o s t s  o f  c l a i m s  p l u s  a d m i n i s t r a t i v e  

c o s t s ,  w h ic h  i s  a p e r c e n t a g e  o f  t h e  m o n t h ' s  t o t a l  p a i d  c l a i m s .

The r a t e  i s  s u b j e c t  t o  r e v i e w  and  a d j u s t m e n t  on an a n n u a l  b a s i s .

An A d m i n i s t r a t i v e  S e r v c i e s  A greem ent  w i t h  t h e  DOH g o v e rn s  t h e  

p e r f o r m a n c e  o f  t h e  i n t e r m e d i a r i e s '  d u t i e s  u n d e r  CHIP. The o r i g i n a l  

a p p o in t m e n t  o f  che f i s c a l  i n t e r m e d i a r i e s  was d e v e l o p e d  and c o n c l u d e d  

w i t h  t h e  c o o p e r a t i v e  a s s i s t a n c e  o f  B lue  C ro ss  and  t h e  H e a l t h  I n s u r ­

a n ce  A s s o c i a t i o n  o f  A m erica .
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The CHIP law was d e s i g n e d  t o  b e  t h e  l a s t  p a y e r  and  s e c o n d a r y  

t o  any o t h e r  h e a l t h  b e n e f i t s  a v a i l a b l e  t o  an i n d i v i d u a l .  F o r  

e x am p le ,  i f  a  p e r s o n  h a s  a p r i v a t e  h e a l t h  i n s u r a n c e  p l a n ,  t h i s  p l a n  

w ou ld  a lw ay s  assume t h e  p r i m a r y  p o s i t i o n  e v e n  a f t e r  a  p e r s o n  

q u a l i f i e s  f o r  CHIP. As l o n g  as  t h e  p l a n  r e m a i n s  i n  f o r c e ,  CHIP 

w ou ld  assume t h e  b a l a n c e  o f  c o v e r e d  e x p e n s e s  n o t  p a y a b l e  by t h e  

i n s u r a n c e  p ro g ra m .  I n  a d d i t i o n ,  i f  a p e r s o n  i s  o r  may be  p o t e n t i a l l y  

e l i g i b l e  f o r  Workman's  C o m p e n s a t io n ,  M e d i c a i d  ( T i t l e  XIX),  M a t e r n a l  

and  C h i l d  H e a l t h  P ro g ra m s ,  m e d i c a l  paym en ts  on an a u t o m o b i l e  p o l i c y  

and  so on ,  CHIP w o u ld  be  s e c o n d a r y  t o  any p ay m en ts  made by t h e s e  

s o u r c e s  o r  may be t o t a l l y  o u t  o f  t h e  p i c t u r e ,  p a r t i c u l a r l y  i n  t h e  

c a s e  o f  a p e r s o n ' s  e l i g i b i l i t y  f o r  M e d i c a i d .

The DHI w i l l  a s s i s t  any a p p l i c a n t  who may b e  unaw are  o f  t h e  

a v a i l a b i l i t y  o f  su c h  o t h e r  p r o g r a m s .  C o n t a c t s  h a v e  b e e n  e s t a b l i s h e d  

w i t h  t h e s e  a g e n c i e s  and  p l a c e m e n t  i s  n o r m a l l y  made by  t e l e p h o n e  w i t h  

a w r i t t e n  c o m m u n ica t io n  f o l l o w i n g  t o  t h e  a g e n c y  a n d / o r  a p p l i c a n t .

B lue  C ro ss  and  t h e  c o m m e rc ia l  i n s u r e r s  h a v e  b e e n  a s k e d  t o  

" c a s e  f i n d "  f o r  CHIP, p a r t i c u l a r l y  when an i n s u r e d  p e r s o n  may be 

a p p r o a c h i n g  t h e i r  m a j o r  m e d i c a l  maximum. B lue  C ro ss  h a s  even  gone 

so  f a r  a s  t o  p r i n t  a c o m p u te r  p r o d u c e d  n o t e  i n  s u c h  c a s e s  on t h e  

e x p l a n a t i o n  o f  b e n e f i t s  w o r k s h e e t  w h ic h  i s  s e n t  t o  t h e  s u b s c r i b e r  

d e t a i l i n g  a p a r t i c u l a r  m a j o r  m e d i c a l  p a y m e n t .

The DHI h a s  a s p e c i a l  r e l a t i o n s h i p  w i t h  H e a l t h  M a in te n a n c e  

O r g a n i z a t i o n s  (HMOs) i n  t h e  s t a t e .  A c c o r d i n g  t o  CHIP, t h e y  a r e

I I .  RELATIONSHIP TO OTHER PROGRAMS
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c o n s i d e r e d  b o t h  a p r o v i d e r  and an i n s u r e r .  I n  t h e  c a s e  o f  t h e  

l a t t e r ,  t h e  DHI w ou ld  c o n s i d e r  a q u a l i f i e d  HMO i n  a  s i m i l a r  m anner  

t o  an i n s u r e r  i f  a  p e r s o n  r e q u e s t s  a s s i s t a n c e  f rom  CHIP a n d  i s  

e n r o l l e d  i n  an HMO. Very  few CHIP a p p l i c a n t s  a r e  i n  t h i s  c a t e g o r y  

s i n c e  HMOs n o r m a l l y  p r o v i d e  a c o m p r e h e n s iv e  r a n g e  o f  p r e p a i d  

s e r v i c e s .

CHIP a l s o  r e q u i r e s  a l l  e m p lo y e r s  o f  one  o r  more em ployees  

i n  t h e  s t a t e  t o  p r o v i d e  a " d u a l  c h o i c e "  t o  t h e i r  e m p lo yees  i f  t h e y  

c u r r e n t l y  p a r t i c i p a t e  i n  a  g rou p  i n . i u r a n c e  p r o g r a m .  The law now 

r e q u i r e s  them t o  o f f e r  t h e  c h o i c e  o f  t h e  i n s u r e d  p l a n  o r  t h e  HMO 

m em bersh ip  i f  a q u a l i f i e d  HMO e x i s t s  w h ic h  i n c l u d e s  t h e  e m p lo y e e s '  

p l a c e  o f  r e s i d e n t  i n  t h e i r  s e r v i c e  a r e a s .  The DHI i s  r e s p o n s i b l e  

f o r  d e t e r m i n i n g  w h e t h e r  o r  n o t  an a p p l i c a n t  HMO i s  q u a l i f i e d .  

C r i t e r i a  have  b e en  e s t a b l i s h e d  w i t h i n  t h e  CHIP R u le s  and R e g u l a t i o n s  

T h e re  a r e  p r e s e n t l y  t h r e e  HMOs i n  t h e  s t a t e - - a l l  a r e  q u a l i f i e d .  

R e - a p p l i c a t i o n  m ust  be  made e a c h  > e a r  t o  t h e  DHI. Review o f  a p p l i c a  

t i o n s  i s  made by t h e  DOH HMO A d v i s o r y  C o u n c i l .  Q u a l i f i c a t i o n  as  a 

p r o v i d e r  i s  d i f f e r e n t  from q u a l i f i c a t i o n  as an i n s u r e r .  The DHI 

r e g u l a t i o n s  s p e a k  t o  t h e  q u a l i t y  o f  c a r e  and  r e l a t e d  a d m i n i s t r a t i v e  

f u n c t i o n s  o f  o p e r a t i n g  an HMO and o n ly  i n c i d e n t a l l y  a d d r e s s  t h e  

i s s u e  o f  t h e  s p e c i f i c s  i n  t h e  s c o p e  o f  b e n e f i t s .

The DBR i s  r e s p o n s i b l e  f o r  e n f o r c e m e n t  o f  t h e  d u a l  c h o ic e  

o p t i o n  i t s e l f  w i t h  em ployees  i n  t h e  s t a t e  and a l l  c o m p l a i n t s  and 

i n f r a c t i o n s  a r e  r e f e r r e d  t o  them. R e g u l a t i o n s  h a v e  a l s o  b e en  i s s u e d  

by them t o  c o v e r  t h e i r  d u t i e s  u n d e r  t h i s  s e c t i o n  o f  t h e  law.
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The HMO d u a l  c h o i c e  p r o v i s i o n s  o f  CHIP a r e  l o o k e d  upon as 

m e e t i n g  one o f  t h e  l a w ’ s p r i m a r y  g o a l s - - t h a t  e a c h  p e r s o n  i n  t h e  

s t a t e  h a v e  a c c e s s  t o  a v a i l a b l e  d i a g n o s t i c ,  c u r a t i v e  and  r e h a b i l i t a ­

t i v e  h e a l t h  s e r v i c e s .  P r i o r  t o  CHIP, e m p lo y e r s  o u t w a r d l y  r e j e c t e d  

a p p ro a c h e s  f rom  HMOs t o  s o l i c i t  t h e i r  em ployees  and  as a r e s u l t ,  

t h e  e n t i r e  HMO movement i n  t h e  s t a t e  was f a c e d  w i t h  d i s s o l u t i o n .

The law h a s  p r o d u c e d  s i g n i f i c a n t  and  im m e d ia te  r e s u l t s  and a n o t h e r  

HMO i s  b e i n g  p l a n n e d  f o r  o r g a n i z a t i o n  s h o r t l y .

I I I .  COST AND QUALITY CONTROL

Due t o  t h e  p r o j e c t e d  l i m i t e d  scop e  o f  t h e  CHIP p r o g r a m ,  a r a t e  

s e t t i n g  f o r m u la  o r  s e p a r a t e  r e a s o n a b l e  f e e  s y s te m  was n o t  d e v e l o p e d .  

I t  was t h o u g h t  t h a t  t h i s  w ou ld  a d d  a n o t h e r  u n n e c e s s a r y  l a y e r  o f  

c o n t r o l  o v e r  t h e  e x i s t i n g  o v e r b u r d e n e d  s y s te m  ( e . g . .  M e d i c a r e ,  

M e d i c a id ,  B lue  C r o s s ,  Workmen's  C o m p e n s a t io n ) .  I n s t e a d ,  t h e  f i s c a l  

i n t e r m e d i a r i e s  u t i l i z e ,  a c c o r d i n g  t o  t h e  CHIP r e g u l a t i o n s ,  t h e i r  

r e s p e c t i v e  r e a s o n a b l e  f e e  p r o f i l e  sy s te m s  f o r  r e i m b u r s e m e n t  o f  

p r o v i d e r  c h a r g e s .  However,  t h e y  m ust  f o l l o w  t h e  r e g u l a t i o n s  

c o m p l e t e l y  t o  a s c e r t a i n  w h e t h e r  o r  n o t  a  p a r t i c u l a r  s e r v i c e  i s  

c o v e r e d  bv t h e  p ro g ra m .  M o re o v e r ,  t h e  i n t e r m e d i a r i e s  m ust  employ 

t h e i r  m e d i c a l  a d v i s o r s  i n  r e a c h i n g  any d e c i s i o n s  i n  j u d g m e n t  a r e a s  

su ch  as o v e r u t i l i z a t i o n ,  c u s t o d i a l  c a r e  and m e d i c a l  n e c e s s i t y .

A p p l i c a n t s  may a p p e a l  t o  t h e  D i r e c t o r  o f  t h e  DOH any a d v e r s e  

d e c i s i o n  trade by an i n t e r m e d i a r y  r e g a r d i n g  a l l  a s p e c t s  c f  c l a im  

a d m i n i s t r a t i o n .  They may a l s o  a p p e a l  any a d v e r s e  d e c i s i o n  made 

by t h e  DHI c o n c e r n i n g  e l i g i b i l i t y .  A fo rm al  a p p e a l  s y s t e m  i s
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p r o v i d e d  f o r  by t h e  s t a t e ' s  A d m i n i s t r a t i v e  P r o c e d u r e  A c t .  When 

an a p p e a l  i s  r e c e i v e d  b y  t h e  D i r e c t o r ,  i t  i s  r e f e r r e d  t o  t h e  DHI.

The DHI t h e n  s c h e d u l e s  a  m e e t i n g  o f  t h e  CHIP A p p e a l s  Review 

C om m it tee ,  composed o f  a  r e g i s t e r e d  n u r s e ,  s o c i a l  w o r k e r ,  p h y s i c i a n ,  

m e d i c a l  a d v i s o r  a nd  CHIP c o o r d i n a t o r  o f  t h e  i n t e r m e d i a r y  i n v o l v e d  

and t h e  C h i e f  o f  t h e  DHI as C ha irm an .  M e d ic a l  r e c o r d s  and  c a s e  

r e c o r d s  a r e  c a r e f u l l y  r e v i e w e d  and  t h e  Committee  h a s  t h e  pow er  t o  

o v e r t u r n  t h e  d e c i s i o n  o f  t h e  DHI e l i g i b i l i t y  s e c t i o n  a n d / o r  i n t e r ­

m e d i a r y .  I f  t h e  d e c i s i o n  s u s t a i n s  t h a t  o f  t h e  DHI o r  i n t e r m e d i a r y ,  

t h e n  th e  a p p l i c a n t  may r e q u e s t  an a d j u d i c a t i v e  h e a r i n g  w i t h i n  t h e  

DOH b e f o r e  an i m p a r t i a l  h e a r i n g  o f f i c e r .  The o f f i c e r  a l s o  h a s  t h e  

power t o  o v e r t u r n  any p r e v i o u s l y  a d v e r s e  d e c i s i o n .  I f  t h e  a p p e a l  

i s  d e n i e d  a t  t h i s  l e v e l ,  t h e  a p p l i c a n t  may f i l e  an a c t i o n  i n  t h e  

S u p e r i o r  C o u r t  Sys tem  o f  Rhode I s l a n d  and no f u r t h e r  a p p e a l  i s  

a v a i l a b l e  w i t h i n  t h e  DOH.

I n t e r m e d i a r i e s  a r e  r e q u i r e d  to  a c c u m u l a t e  s p e c i f i c  d e m o g ra p h ic  

d a t a  from c l a im s  p r o c e s s e d  w h ic h  a r e  p r o v i d e d  t o  t h e  DHI as  r e q u e s t e d  

i n  o r d e r  t o  m o n i t o r  p ro g ra m  p e r f o r m a n c e ,  recommend c h a n g e s  t o  t h e  

law and r e g u l a t i o n s  and t o  p r o v i d e  a  b a s e  f o r  p r e p a r a t i o n  o f  a n n u a l  

r e p o r t s .  A p p l i c a t i o n  d a t a  a r e  a l s o  u se d  by t h e  DHI f o r  t h e s e  

p u r p o s e s . A d d i t i o n a l l y ,  Rhode I s l a n d  H e a l t h  S e r v i c e s  R e s e a r c h ,  a 

p r i v a t e  n o n - p r o f i t  l o c a l l y  b a s e d  h e a l t h  r e s e a r c h  f i r m ,  i s  em ployed  

by t h e  DHI t o  a n a l y z e  su c h  d a t a ,  c o n d u c t  h o u s e h o l d  s u r v e y s  and t o  

p r o v i d e  i n p u t  f o r  t h e  r e q u i r e d  a n n u a l  CHIP r e p o r t .
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M e d ic a l  S o c i e t y  Review C om m it tees  a r e  u s e d  by t h e  i n t e r m e d i a r y  

on s e l e c t e d  c a s e s  i n v o l v i n g  c u s t o d i a l  c a r e ,  o v e r u t i l i z a t i o n  and 

r e a s o n a b l e  f e e s .  The DHI h a s  c o n t r a c t e d  w i t h  E q u i f a x ,  I n c . ,  a 

p r i v a t e  i n v e s t i g a t i v e  f i r m ,  t o  c o n d u c t  c h ec k s  i n t o  p o s s i b l e  d u p l i c a t e  

c o v e r a g e  n o t  r e p o r t e d  by an a p p l i c a n t ,  r e s i d e n c y  a n d  f i n a n c i a l  d a t a ,  

when none  i s  a v a i l a b l e  f rom t h e  Rhode I s l a n d  D i v i s i o n  o f  T a x a t i o n .  

S i n c e  t h e r e  i s  a p e r c e n t  o f  income r e q u i r  *ment on c e r t a i n  c a s e s  i n  

o r d e r  t o  d e t e r m i n e  t h e  CHIP d e d u c t i b l e ,  t h e  DHI h a s  e s t a b l i s h e d  a 

p ro g ra m  f o r  r e q u e s t i n g  s u c h  i n f o r m a t i o n  f rom t h e  D i v i s i o n  o f  T ax a ­

t i o n .  When a r e t u r n  h a s  n o t  b e e n  f i l e d  r e c e n t l y ,  an E q u i f a x  

r e f e r r a l  may be  n e c e s s a r y .

I V . PROGRAM COSTS

The f o l l o w i n g  f i n a n c i a l  s t a t i s t i c s  r e f l e c t  p ro g ra m  e x p e r i e n c e

d u r i n g  1976:

T o t a l  c l a i m  e x p e n d i t u r e s ................................................................  $858 ,865

A verage  m o n t h l y ....................................................................................... $ 7 1 ,572

Average  p e r  a p p l i c a n t ........................................................................  $ 4 ,5 4 4

D i f f e r e n c e  o v e r  1975 ..........................................................................+$ 351 ,206

P e r c e n t  change  o v e r  1 9 7 5 ................................................................+ 697,

T o t a l  C la im s ( M e t r o p o l i t a n ) .........................................................  $ 6 8 ,0 0 1

T o t a l  C la im s (B lue  C r o s s ) ..............................................................  $ 7 9 0 ,8 6 4

T o t a l  a d m i n i s t r a t i o n  ( M e t r o p o l i t a n ) .....................................  $ 1 3 ,8 7 4

T o t a l  a d m i n i s t r a t i o n  (B lu e  C r o s s ) ..........................................  $ 5 5 ,9 5 1

Program  c o s t s  a r e  p r o j e c t e d  a n n u a l l y  d u r i n g  t h e  b u d g e t  p r e p a r a t i o n  

t im e  p e r i o d  f o r  t h e  f o l l o w i n g  two f i s c a l  y e a r s .  P r o j e c t i o n s  have
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n o t  m a tc h e d  c o s t s  f o r  1976 b u t  a r e  e x p e c t e d  t o  do so  f o r  1977.

Program  p r o m o t i o n  e f f o r t s  a r e  now b e g i n n i n g  t o  d e m o n s t r a t e  some 

p o s i t i v e  r e s u l t s .  Slow p r o g r e s s  was made d u r i n g  t h e  f i r s t  f u l l  

y e a r  o f  o p e r a t i o n .  A c o n t a c t  p ro g ra m  h a s  b e e n  e s t a b l i s h e d  t h r o u g h ­

o u t  t h e  s t a t e  w i t h  v a r i o u s  p r o v i d e r s , s p e c i a l  i n t e r e s t  g r o u p s  and 

o t h e r  i n v o l v e d  s t a t e  a g e n c i e s .  A l s o ,  t h e  DHI h a s  made o v e r  two 

h u n d r e d  a p p e a r a n c e s  d u r i n g  t h e  l a s t  one and one h a l f  y e a r s  b e f o r e  

d i f f e r e n t  g ro u p s  and  o r g a n i z a t i o n s  i n  t h e  s t a t e  p r o m o t i n g  t h e  

CHIP p ro g ram .

A l th o u g h  t h e  t o t a l  a d m i n i s t r a t i v e  c o s t s  a p p e a r  t o  be  h i g h ,  many 

o f  t h e  CHIP r e l a t e d  d u t i e s  do n o t  p e r t a i n  t o  c l a i m s ,  as  was p r e v i o u s ­

l y  d i s c u s s e d .  The a c t u a l  a d m i n i s t r a t i v e  c o s t s  r e l a t i n g  t o  c l a i m s ,  

i n c l u d i n g  a p e r c e n t a g e  o f  t im e  f rom t h e  DOH and  DBR, i s  a p p r o x i ­

m a t e l y  10%.

O f f i c i a l s  o f  t h e  S t a t e  M e d i c a id  p ro g ram  do n o t  b e l i e v e  t h a t  

t h e  e x i s t e n c e  o f  CHIP h a s ,  t o  any m e a s u r a b l e  e x t e n t ,  i m p a c t e d  upon t h e  

a d m i n i s t r a t i v e  c o s t s  o f  t h e i r  p ro g ra m .  In  f a c t ,  due t o  t h e  n a t u r e  

o f  CHIP as a " b o t t o m l i n e "  p ro g r a m ,  t h e  DHI h a s  b e en  c a s e  f i n d i n g  

f o r  M e d i c a id .  I t  i s  v e r y  d i f f i c u l t  f o r  t h e  r e v e r s e  t o  o c c u r .  As 

p r e v i o u s l y  m e n t i o n e d ,  B lu e  C ro s s  and  co m m erc ia l  i n s u r e r s  c a s e - f i n d  

f o r  CHIP where  p r a c t i c a l  when a p e r s o n  a p p r o a c h e s  t h e  m a j o r  m e d i c a l  

maximum. Here a g a i n ,  we b e l i e v e  t h a t  t h e  c o s t s  a s s o c i a t e d  w i t h  

t h e s e  e f f o r t s  a r e  b a r e l y  m e a s u r a b l e .

Many o f  t h e  CHIP c o s t  c o n t r o l  d e v i c e s  c o u l d  be  u t i l i z e d  by 

o t h e r  s t a t e s  c o n t e m p l a t i n g  h e a l t h  i n s u r a n c e  p r o g r a m s .  F o r  e x a m p le ,
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m o s t  s t a t e s  h a v e  a v a r i e t y  o f  m e d i c a l  s o c i e t y  p e e r  r e v i e w  c o m m i t t e e s .  

A c c u m u la t io n  o f  o n l y  t h e  s p e c i f i c  d a t a  n e e d e d  t o  p e r f o r m  an  o b j e c ­

t i v e  a n a l y s i s  o f  t h e  p ro g ra m  i s  e x t r e m e l y  i m p o r t a n t  i n  o r d e r  t o  

im p le m e n t  an e f f e c t i v e  c o s t  c o n t r o l  p l a n .  I f  t h e  a d m i n i s t r a t i v e  

agency  does  n o t  h a v e  t h e  e x p e r t i s e  t o  i n i t i a t e  s u c h  a p ro g r a m ,  

o u t s i d e  p r o f e s s i o n a l  r e s o u r c e s  s h o u l d  b e  em ployed .  A u n i f o r m  

r e p o r t i n g  s y s te m  s h o u l d  b e  d e v e l o p e d  as  so on  as  p o s s i b l e  d u r i n g  

t h e  i m p l e m e n t a t i o n  p h a s e  o f  a new p ro g ra m  i n  o r d e r  t o  c a p t u r e  t h e  

r e q u i r e d  d a t a  f rom  t h e  o u t s e t .

V. NATIONAL HEALTH INSURANCE

CHIP h a s  b e e n  d e s i g n e d  t o  c o o r d i n a t e  w i t h  any f u t u r e  N a t i o n a l  

H e a l t h  I n s u r a n c e  P rogram  (NHI). In  f a c t ,  such  w o r d in g  i s  p a r t  o f  

t h e  E x c l u s i o n s  l i s t e d  i n  t h e  CHIP A c t - - " . . . m e d i c a l  s e r v i c e s  w h ich  

may be f i n a n c e d  iri  t h e  f u t u r e  on b e h a l f  o f  a l l  c i t i z e n s  by  t h e  

U n i t e d  S t a t e s . "  T h i s  w ou ld  n o t  n e c e s s a r i l y  c l o s e  down t h e  CHIP 

Program  b u t  i t  w o u ld  be  a l t e r e d  a c c o r d i n g  t o  t h e  n a t u r e  a n d  e x t e n t  

o f  t h e  NHI p l a n .  Of c o u r s e ,  a c o m p le t e  e v a l u a t i o n  o f  the- CHIP 

g o a l s  and  p r i o r i t i e s  s h o u l d  o c c u r  i m m e d ia te ly  i f  and  when NHI i s  

e n a c t e d .
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Mhat_I_s. the Catastrophic Health 
Expense Protection Program?
T h e  C a t a s t r o p h i c  H e a l t h  E x p e n s e  
P r o t e c t i o n  P r o g r a m  ( " C H E P P " )  i s  a  
s t a t e  p r o g r a m  t o  h e l p  p e o p l e  w h o  
h a v e  h a d  v e r y  h i g h  e x p e n s e s  f o r  
h e a l t h  c a r e  w n i c h  n o  i n s u r a n c e  
c o m p a n y  o r  o t h e r  p l a n  o f  h e a l t h  
c o v e r a g e  w i l l  p a j .

T h e  p r o g r a m  w i l l  p a y  9 0  p e r c e n t  
o l  t h e  r e a s o n a b l e  c o s t  o f  c o v e r e d  
s e r v i c e s  o v e r  a n d  a b o v e  a n  a n n u a l  
d e d u c t i b l e  t h a t  e a c h  e l i g i b l e  f a m ­
i l y  m u s t  b e  r e s p o n s i b l e  f o r  i t s e l i .

MhejaJ\m_L-Elj g ible?
Y o u  a n d  y o u r  f a m i l y  a r e  e l i g i b l e  
f o r  h e l p  f r o m  C H E P P  w h e n  t h e  s u m  o f  
w h a t  y o u  o w e  a n d  w h a t  y o u  h a v e  p a i d  
f o r  h e a l t n  s e r v i c e s  r e c e i v e d  a f t e r  
J u n e  3 0 ,  1 9 7 7  e q u a l s  y o u r  d e d u c t i b l e  
T h i s  i s  c a l l e d  s a t i s f y i n g  t h e  d e d u c ­
t i b l e .  T h e  c h a r g e s  u s e d  t o  s a t i s f y  
t h e  d e d u c t i b l e  m u s t  b e  f o r  s e r v i c e s  
c o v e r e d  b y  C H E P P ,  a n d  t h e y  m u s t  b e  
c h a r g e s  f o r  w h i c h  n o  o n e  e l s e  i s  o r  
h a s  b e e n  l i a b l e .  T h i s  m e a n s  t h a t  
a n y t h i n g  p a i d  o r  o w e d  b y  a n  i n s u r ­
a n c e  c o m p a n y ,  M e d i c a r e ,  W o r k e r ' s  
C o m p e n s a t i o n ,  o r  s o m e  o t h e r  t h i r d  
p a r t y  d o e s n ' t  c o u n t .

Hqw.Much Would My Deductible Be?
Y o u r  " o u t - o f - p o c k e t "  d e d u c t i b l e  I s  
f i g u r e d  f o r  y o u r  f a m i l y - - y o u  a n d  
y o u r  t a x  d e p e n d e n t s .  I t  i s  a l w a y s  
a t  l e a s t  $  2 , 5 0 0  p e r  y e a r .  O f t e n  
i t  i s  m o r e .

T o  f i g u r e  y o u r  d e d u c t i b l e ,  t a k e  4 0  
p e r c e n t  o f  y o u r  g r o s s  f a m i l y  i n c o m e  
u p  t o  $  1 5 , 0 0 0  f o r  t h e  c a l e n d a r  y e a r  
b e f o r e  t h e  y e a r  i n  w h i c h  y o u  a p p l y  
f o r  C H E P P .  T o  t h a t  f i g u r e ,  a d d  5 0  
p e r c e n t  o f  y o u r  g r o s s  T a m i i y  i n c o m e  
b e t w e e n  $  1 5 , 0 0 0  a n d  $  2 5 , 0 0 0  f o r

t h a t  y e a r .  T h e n  a d d  i n  6 0  p e r c e n t  
o f  y o u r  g r o s s  f a m i l y  i n c o m e  i n  e x ­
c e s s  o f  $  2 5 , 0 0 0  f o r  t h a t  y e a r .  T h e  
s u m  i s  y o u r  d e d u c t i b l e  u n l e s s  i t  i s  
l e s s  t h a n  $  2 , 5 0 0 .  I n  t h a t  c a s e ,  
y o u r  d e d u c t i b l e  i s  $  2 , 1 5 0 0 .

S o m e  E x am p le s :
A  f a m i l y  a p p l y i n g  f o r  CHEPP i n  19 7 7  Had 
g r o s s  f a m i l y  in com e  i n  1976 of $ 6,000.
40 p eA c e n t  o f  $ 6,000 i i  $ 2,400. T k i i  
i s  l e s s  t h a n  $ 2,500, t o  t h e  minimum d e d u c ­
t i b l e  0(5 $ 2,500 a p p l i e s .
A  f a m i l y  a p p l y i n g  f o a  CHEPP i n  197% had  
g r o s s  f a m i l y  in c om e  c n  1977 o f  $ 26,000.
40 p e r c e n t  o (5 $ 15,000 i i  $ 6,000. 50 p e r ­
c e n t  0(5 $ 10,000 [ t h a t  i i ,  $ 25,000 m in u i  
$ 15,000) i i  $ 5 , 0 0 0 .  60 p e r c e n t  0 (5 $ 1,000
i i  $ 600. So t h e  d e d u c t i b l e  i i  $ 6,000 p l u i  
$ 5.000 p l u i  $ 600, w h ic h  a d d i  u p  t o  
$ 11,600.

G r o s s  h o u s e h o l d  i n c o m e  i s  t h e  s u m  
o f  a l l  t h e  m o n e y  i n c o m e  o f  a l l  t h e  
m e m b e r s  o f  a  f a m i l y  e x c e p t  t h e  c h i l ­
d r e n  • H i r i n g  a  c a l e n d a r  y e a r .  I t  i n ­
c l u d e s  s a l a r i e s ,  S o c i a l  S e c u r i t y ,  
p e n s i o n s ,  w e l f a r e  c a s h  a s s i s t a n c e ,  
a n d  t a x - e x e m p t  i n t e r e s t  i n c o m e .  I t  
i n c l u d e s  d i s a b i l i t y  i n c o m e  p a y m e n t s ,  
b u t  f o o d  s t a m p s ,  p a y m e n t s  b y  M e d i ­
c a r e ,  a n d  p a y m e n t s  b y  h e a l t h  i n s u r ­
a n c e  c o m p a n i e s  a r e  n o t .  i n c l u d e d .
G r o s s  h o u s e h o l d  i n c o m e  i s  r o u g h l y  
w h a t  a  f a m i l y  w o u l d  r e p o r t  o n  i t s  
a p p l i c a t i o n  f o r  t h e  M i n n e s o t a  H o m e ­
o w n e r  a n d  R o u t e r  I n c o m e - a d j u s t e d  
H o m e s t e a d  C r e d i t  o r  f o r  t h e  S e n i o r  
C i t i z e n ' s  S p e c i a l  P r o p e r t y  T a x  F r o e z o  
C r e d i t .  ( T h e s e  a p p l i c a t i o n s  a r e  t h e  
g o l d e n r o d  c o l o r  f o r m s  t h a t  c o m e  w i t h  
t h e  M 1 n n e s o t a  I n d  i  v  i d u u 1 I n c o m e  T a x  
f o r m s  a n d  i n s t r u c t i o n  b o o k l e t s . )

I tow Long Could I Bf. Eligible for Chepr?
C I I R P P  e l i g i b i l i t y  r u n s  f o r  1 2  c a l ­
e n d a r  m o n t h s ,  b e g i n n i n g  o n  t h e  d a t e

o f  t h e  f i r s t  s e r v i c e  o f f e r e d  i n  s a t ­
i s f a c t i o n  o f  t h e  C H E P P  d e d u c t i b l e .  
A f t e r  t h e  1 2  m o n t h s ,  y o u  m u s t  r e -  
q u a l i f y  f o r  C H E P P  b y  i n c u r r i n g  a  n e w  
d e d u c t i b l e .  T h e  n e w  d e d u c t i b l e  i s  
b a s e d  o n  y o u r  g r o s s  f a m i l y  i n c o m e  
i n  t h e  c a l e n d a r  y e a r  b e f o r e  y o u r  
n e w  a p p l i c a t i o n .

What Health Seryieeb -Are Covered?
T h e  f o l l o w i n g  h e a l t h  s e r v i c e s  a r e  
c o v e r e d  b y  C H E P P  ( i f  t h e y  w e r e  p r e ­
s c r i b e d  b y  a  p h y s i c i a n )  b u t  o n l y  
t o  t h e  e x t e n t  t h a t  n o b o d y  o t h e r  t h a n  
y o u r s e l f  a n d  y o u r  f a m i l y  i s  o r  h a s  
b e e n  l i a b l e  f o r  p a y i n g  f o r  t h e  
c h a r g e s .  T h e s e  a r e  a l s o  t h e  s e r ­
v i c e s  w h o s e  c o s t s  c a n  c o u n t  t o w a r d s  
t h e  C H E P P  d e d u c t i b l e ,  t o  t b  e x t e n t  
t h a t  n o b o d y  e l s e  i s  o r  h a s  b e e n  l i ­
a b l e  f o r  t h e m .

1 .  H o s p i t a l  s e r v i c e s ,  b o t h  i n p a t i e n t
a n d  o u t p a t i e n t ;

2 .  S e r v i c e s  o f  a  m e d i c a l  d o c t o r  o r
o s t e o p a t h  ( b u t  n o t  o u t p a t i e n t  
c a r e  f o r  m e n t a l  i l l n e s s ) ;

3 .  D r u g s  w h i c h  r e q u i r e  a  p h y s i c i a n ' s
p r e s c r i p t  i o n ;

4 .  U p  t o  1 2 0  d a y s  o f  c a r e  i n  a  s k i l ­
l e d  n u r s i n g  f a c i l i t y  w h i c h  m e e t s  
M e d i c a r e  s t a n d a r d s ,  b u t  o n l y  i f  
t h e  c a r e  i s  f o r  s e r i o u s  I l l n e s s  
o r  f o r  r e h a b i l i t a t i o n ,  a n d  o n l y  
i f  t h e  c a r e  b e g i n s  w i t h i n  14  d a y s  
o f  a  h o s p i t a l  s t a y  o f  a t  l e a s t  
3  d n y s  a n d  i s  f o r  a  c o n d i t i o n  
w h i c h  w a s  t r e a t e d  d u r i n g  t h e  
h o s p i t a l  s t a y ;  c u s t o d i a l  c u r e  
i s  n o t  c o v e r e d ;

7 .  O x y g e n ;

8 .  A n e s t h e t i c s ;

9 .  P r o s t h e s e s  s u c h  a s  a r t i f i c i a l
l e g s  ( b u t  n o t  f a l s e  t e e t h  o r  
d e n t a l  b r i d g e s ) ;

1 0 .  R e n t a l  o r  p u r c h a s e  ( w h i c h e v e r
i s  m o s t  a p p r o p r i a t e )  o f  d u r a b l e  
m e d i c a l  e q u i p m e n t  ( b u t  n o t  e y e ­
g l a s s e s  a n d  h e a r i n g  a i d s ) ;

1 1 .  L a b o r a t o r y  t e s t s  a n d  d i a g n o s t i c
X - r a y s ;

1 2 .  O r a l  s u r g e r y  f o r  p a r t l y  o r  c o m ­
p l e t e l y  u n e r u p t e d  i m p a c t e d  
t e e t h ,  t o o t h  r o o t s ,  o r  f o r  
t h e  g u m s  o r  m o u t h  t i s s u e s  i f  
t h e  s u r g e r y  i s  n o t  r e l a t e d  t o  
t h e  s i m p l e  r e p a i r  o r  e x t r a c ­
t i o n  o f  t e e t h ;

1 3 .  S e r v i c e s  o f  a  q u a l i f i e d  p h y s i c a l
t h e r a p i s t ;

1 4 .  M e d i c a l l y  n e c e s s a r y  t r a n s p o r t a ­
t i o n  i n  a  l i c e n s e d  a m b u l a n c e  
t o  t h e  n e a r e s t  f a c i l i t y  q u a l i ­
f i e d  l o  t r e a t  t h e  p a t i e n t ' s  
c o n d i t i o n ;  a n d

1 5 .  N u r s i n g  h o m e  c a r e  f o r  p a t i e n t s
u n d e r  i i j , e  6 5  w h o  h a v e  b e e n  i n  
a  n u r s i n g  h o m e  c o n t i n u o u s l y  
f o r  a t  l e a s t  3 6  m o n t h s .  I  Note '• 
paym en ts  f o r  t k i i  g r o u p  o f  m m m f  
Iwme r e s i d e n t s  a r e  made on t h e  b a m  
of, a  s p e c i a l  f o rm u l a ,  a n d  t h e n  o n l y  
a t  th e  end o f  e a ch  s t a t e  f i s c a l  
y e a r  ( . J u n e  3 0 1 . 1

When Can I Apply for CHEPP?
Y o u  c a n  a p p l y  f o r  C H E P P  w h e n  y o u  
t h i n k  y o u  o w e  ( o r  h a v e  p a i d )  e n o u g h  
m o n e y  l o r  c o v e r e d  h e a l t h  s e r v i c e s  
t o  s a t i s f y  t h e  d e d u c t i b l e  t h a t  
a p p l i e s  t o  y o u  a n d  y o u r  f a m i l y .
T h e  m o n e y  y o u  o w e  o r  t h a t ,  y o u  h a v e  
p a i d  m u s t  b e  l o r  s e r v i c e s  r e c e i v e d  
a f t e r  J u n e  3 0 ,  1 0 7 7 .

5 .  H o m e  h e a l t h  a g e n c y  s e r v i c e s  f r o m
a n  a g e n c y  w h i c h  m e e t s  M e d i c a r e  
s t a n d a r d s ,  i f  t h e  s e r v i c e s  a r e  
r e i m b u r s a b l e  u n d e r  I l i e  M e d i ­
c a r e  p r o g r a m .

6 .  U s e  o f  r a d i u m ,  d e e p  X - r a y s ,  a n d
o t h e r  r a d  i o i s o t  o p e s ;



Wh f r f  Do I A p p ly_£DP__CHEPP,He l p  ?

A p p l y  f o r  CHEPP b e n e f i t s  at  y o u r  
c o u n t y  w e l f a r e  o r  s o c i a l  s e r v i c e  
o f f  i c e .

Wh a t  Sh o u l d  I Br i n g i e _JL J m x ?

1.  B i l l s  f o r  h e a l t h  s e r v i c e s  \ ■ -u
w a n t  t o  a p p l y  t o  t h e  C H E P P  i t - - 
d u c t i b l e .  A l s o  b r i n g  h i l l s  i n  
e x c e s s  o f  y o u r  d e d u c t  i b l e  w h i c h  
y o u  w o u l d  l i k e  C l f F . P P  t o  p a y .
I f  y o u  h a v e  p a i d  s o m e  o f  t h e s < -  
b i l i s ,  b r i n g  p r o o f  t h a t  y o u  
p a i d  t h e m .

2 .  A l l  o f  y o u r  f a m i l y ' s  h e a l t h
i n s u r a n c e  a n d  a u t o m o b i l e  
i n s u r a n c e  i d o n t i f i e a t i o n  
c a r d s  ( o r  c o p i e s  o l  t h e  p o 1 i -  
c i e s  o r  c e r t i f i c a t e s ) .

3 .  T a x  r e t u r n s  f r o m  t l i e  p r e v i o u s
y e a r  t o  s h o w  w h a t  y o u r  g r o s s  
f a m i l y  i n c o m e  w a s .  I I  y o u  
t i l e d  f o r  t l i e  R e n t e r ' s  C r e d i t  . 
i n c o m e - a d j u s t e d  H o m e s t e a d  T a x  
C r e d i t  , o r  S e n i o r  C i t  i •/, o i l ' s  
S p e c i a l  P r o p e r  I ■ T a x  f r e e z e  
C r e d i t  . b r i n g  a  c o p y  o l  y o u r  
a p p I i c a  t i o n .

•1. M e d i c a r e ,  V e t .  r a n ;  ' Admi  n i r a  - 
t i o n  , and (MIAMI PS i d e a l  i I t ea 
I i o n  c a r d s .

5 .  O t h e r  i n I o r m a t  t o n  a b o u t  p e o p l e  
who may l ie l l a l i l e  l o r  h e a l t h  
c a r e  o r  f o r  b u y i n g  i n s u r a n c e  
f o r  me mb e r s  o l  y o u I f am I Iy 
( s u c h  a s  a d i v o r c e d  h u s b a n d ) ,

t o .  1 L is t . Al l  My Hrqpert-y. and  A ssets?

O w n i n g  p r o p e r t y  and  h a v i n g  s a v i n g s  
w i l l  n o t  make y o u  i n e l i g i b l e  l o r  
CHEPP. Hu I y o u r  c o u n t '  w e ) I . i r e  de  
p u r t i n e i i t  w i l l  a s k  y ou  a . uu i i  y o u r  
a s s e t s  I o  si  • i l  you m i g h t  q u a l i t y  
f o r  M e d i c a l  A s s i s t a n c e  ( " M e d i c a i d " )  
o r  f o r  J e n e r a  I A s s i s i . a n c o  M e d i c a l  
C a r e .  I I  you  a r e  e l  g l b l e  f o r  o n e

o f  t h o s e  p r o g r a m s ,  y o u  a r t -  p r o b a b l y  
n o t  e l i g i b l e  f o r  C H E P P .  T h o s e  p r o ­
g r a m s  c o v e r  m o r e  k i n d s  o f  c a r e  t h a n  
C H E P P .  T h e y  p a y  1 0 0  p e r c e n t  o f  t I n  
c o s t  o l  c u r e .  O f t e n  t h e y  h a v e  a  
l o w e r  d e d u c t i b l e  t h a n  C H E P P .  B u t  
l h e y  h a v e  r e s t r i c t i o n s  o n  p r o p e r t y  
a n d  o t  h e r  a s s e t s .

When y ou  becom e e l i g i b l e  l o r  CHEPP.  
y o u r  c o u n t y  w e l f a r e  d e p a r t m e n t  w i l l  
g i v e  y ou  i n s t r u c t i o n s  and  a h a n d b o o k

You w i l l  g e t  a f a m i l y  CHEPP i d e n t i ­
f i c a t i o n  c a r d .  T h i s  c a r d  m u s t  bo  
shown  I n  a l l  p r o v i d e r s  o l  h e a l t h  
s e r v i c e s  w h i c h  y o n  want  b i l l e d  t o  
CHEPP.  I t  t e l l s  t h e  p r o v i d e r  wha t  
y o u r  CHEPP c l a i m  n u mb e r  i s  a n d  a l e r t s '  
h i m  t o  t h e  f a c t  t h a t  l i e w i l l  h a v e  t o  
b i l l  C IIK I’P i n s t e a d  o l  y o u .  ( I n  mos t  
c a s e s  CHEPP w i l l  n o l  a c c e p t  b i l l s
I ru in  y o u  p e r s o n a l l y  o n c e  you  h a v e  
In *ei  mu ■ e l i g i b l e . )

I I  you  h a v e  a l r e a d y  p a i d  f o r  s e r ­
v i c e s  i n  e x c e s s  o l  y o u r  d e d u c t i b l e  
a I t h e  I i me yog  a p p l y  f o r  CHEPP,  
c o p i e s  o l  t h o s e  b i l l s  and  e v i d e n c e  
o l  wha t  p a r i  o l  t h e m y o u  p a i d  w i l l  
be  c o I  I e c I e d . T h e n  t h e  s t a l e  w i l l  
p ay  y ou DO p e r c e n t  o l  I he  r e a s o n ­
a b l e  c o s t  o l  i b o s e  s e r v i c e s ,  m i n u s  
any  t h i r d  p a r l y  p a y m e n t s  made t o  you 
11r  on  y o u r  Indi a I I .

On c e  a m o n t h  y ou  w i l l  g e l  a l i s t i n g  
f r o m  t h e  s l a t e ' s  c o m p u t e r  o l  a l l  t h e  
b i l l s  I he  s t a l e  h as  p a i d  f o r  m em bers 
o l  y o u r  f a m i l y .  ' P l u s  I s  c a l l e d  an 
I xp I ana I i on e | Med i cn  I B one  f 1 1 :; 
( " K O M B " ) .  I I  t e l l s  yo u  how m uch 
c o p a y m e n t  ( t h e  10 p e r c e n t  w h i c h  t i n  
s t a l e  d o e s n ' t  p a y )  yon  owe t o  I l i e 
p r o v i d e r  o l  e a c h  s e r v i c e .  I I  I In 
s t a l e  h a s  d e c i d e d  I h a t  p a r i  o f  a 
e h i i r g e  was  t o o  h i g h ,  M i n i  p a r i  i s  
I o r g i y e n  by s l a t y  l a w .  Yon owe o n l y  
I l i e l i s t e d  c o p a y m e n t  am ount

Can . -L S u b s t u u t e  CHEPP. for Hea l t h  I nsurance?

T h e  C a t a s t r o p h i c  H e a l t h  E x p e n s e  P r o ­
t e c t i o n  P r o g r a m  i s  n o t  i n t e n d e d  t o  
t a k e  t h e  p l a c e  o f  y o u r  o w n  h e a l t h  
i n s u r a n c e .  T h i s  i s  w h y  t h e  m i n i m u m  
d e d u c t i b l e  i s  s o  h i g h .  ( Y o u r  f a m i l y ' . *  
d e d u c t  M i l e  m a y  b e  c o n s i d e r a b l y  h i g h e i  
t h a n  1 h e  $  2 , 5 0 0  m i n i m u m . )  C H E P P  i s  
i n t e n d e d  t o  h e l p  p e o p l e  w h o s e  m e d i c a l  
b i l l s  h a v e  r u n  w a y  b e y o n d  w h a t  t h e i r  
i n s u r a n c e  w i l l  p a y  o r  w h o  h a v e n ' t  
b e e n  a b l e  t o  b u y  h e a l t h  i n s u r a n c e .
Y o u  d o n ' t  h a v e  t o  h a v e  h e a l t h  i n s u r ­
a n c e  i n  o r d e r  t o  q u a l i f y  f o r  C H E P P ,  
b u t  h a v i n g  s o m e  T o r m  o f  h e a l t h  i n s u r ­
a n c e  o r  p r e n a i d  h e a l t h  c o v e r  i g e  i s  
t o  y o u r  a d v a n t a g e .

How.Joes. CHEPP. R e la ie_ iq  ih e  K M

The l a w  id i t c h  set  u p  CHEPP a l s o  w t  up  a 
p l o y  ram c(( heal  rh i n s u r a n c e  f o r  pe o p le  whose 
h e a l t h  p rob lems  have made (hem p r a c t i c a l t u  
u m n s u r a b l e .  1I k s  o t h e r  program , sometimes 
e a lle u  " c a ta s t ro p h ic  h ea l t h  i n s u r a n c e , "  i s 
run hu i h e  M in ne s o t a  Comprehens ive  H e a l t h  
A s s o c i a t i o n  I the  "MCHA") u n de r  (he super  
W i i i ' i i  e,i the I n s u ra nc e  V t v i s i o n  ipj the  
M .in ii'V  (Vmmr'ii't' D e p a r tm e n t . I n f o r ma t i on  
i n t h i s  pam phle t does nol a p p ly  to  the  p ro - 
(jr«jins o t  insu rance  o f f e r e d  hy the  M inne­
sota CoHj>rc|ion'.ivo l l o d l t h  A s s o c i a t i o n .  In 
f v n n u t i o T i  a b o u t  (hose p r o i i r a im  <s <uvt< fith fi

j /„> M in ne so t a  Comprehens i ve  
H e a l t h  A s s o c i a t i o n

H e x  4 J/ J9
M n im 'u p e f i s ,  M in ne s o t a  ','>440

Wh e r e  Ca n  I (3l i  Mo r e  I n f o r m a t io n  

a b o u t  CHEPP?
T o  g e l  m o r e  i u l o r m a t  i o n  n b o t l l  t ' H E P P .  
w r i t e  t o  t h e  a d d r e s s  o n  I h e  c o v e r  o f  

h i ;  p a m p h l e t  o r ,  a  I I o r  d u l y  I ,  1 0 7 7 ,  
c u l l  y o u r  c o u n t y  w e l f a r e  o r  s o c i a l  
s e r v I  C o  o f f i c e .
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