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C O M M I T T E E .  T h e  c o m m i t t e e  s h a l l  p r o m p t l y  n o t i f y  a n  a p p l i c a n t  
o f  l t e  d e c i s i o n  w i t h  w r i t t e n  r e a s o n s  f o r  t h e  a m o u n t  o f  t h e  
a w a r d  o r  d e n i a l .  A n  a p p l i c a n t  w h o  I s  d i s s a t i s f i e d  w i t h  a  
d e c i s i o n  o f  t h e  c o m m i t t e e  m a y  a p p l y  t o  t h e  c o n s n l t t e e  f o r  

r e c o n s i d e r a t i o n  w i t h i n  3 0  d a y s  o f  r e c e i p t  o f  t h e  d e c i s i o n .  
T h e  r e q u e s t  f o r  r e c o n s i d e r a t i o n  m u s t  I n c l u d e  a  w r i t t e n  

s t a t e m e n t  o f  g r o u n d s  f o r  r e c o n s i d e r a t i o n  a n d  ijny  s u p p o r t i n g  

d o c u m e n t a t i o n  w h i c h  w a s  n o t  a v a i l a b l e  t o  t h e  c o m m i t t e e  f o r  
i t a  o r i g i n a l  d e c i s i o n .  W i t h i n  3 0  d a y s  a f t e r  r e c e i p t  o f  a  
r e q u e s t  f o r  r e c o n s i d e r a t i o n ,  t h e  c o m m i t t e e  s h a l l  a f f i r m ,  
a m e n d ,  o r  r e v e r s e  i t s  o r i g i n a l  d e c i s i o n .  T h e  c o m m i t t e e  

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

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

S e c .  4 7 . 0 8 . 0 9 0 .  H E A R I N G .  A n  a p p l i c a n t  w h o  i s  d i s ­
s a t i s f i e d  w i t h  c h e  c o m m i t t e e ' s  d e c l s i o r  u p o n  r e c o n s i d e r a t i o n  
m a y  r e q u e s t  a  h e a r i n g  i n  a c c o r d a n c e  w i t h  p r o c e d u r e s  e s t a b ­
l i s h e d  u n d e r  A S  4 7 . 2 5 . 1 8 0 .

S e c .  4 7 . 0 8 . 1 0 0 .  F I N A L I T Y  O F  D E C I S I O N S .  D e c i s i o n s  a s  
t o  c a t a s t r o p h i c  l l l n e B a  a w a r d s  a r e  f i n a l

( 1 )  3 0  d a y s  a f t e r  t h e  a p p l i c a n t  r e c e i v e s  t h e
c o m m i t t e e ' a  d e c i s i o n  u n l e s s  a  r e c o n s i d e r a t i o n  i s  r e q u e s t e d  
d u r i n g  t h a t  t i m e ;

( 2 )  3 0  d a y s  a f t e r  t h e  a p p l i c a n t  r e c e i v e s  t h e
c o m m i t t e e ' s  d e c i s i o n  u p o n  r e c o n s i d e r a t i o n  u n l e s s  a  h e a r i n g  
i s  r e q u e s t e d  d u r i n g  t h a t  t i m e ;

( 3 )  1 5  d a y s  a f t e r  t h e  a p p l i c a n t  r e c e i v e s  t h e
h e a r i n g  a u t h o r i t y ' s  d e c i s i o n  i f  t h a t  d e c i s i o n  i s  n o t  
a p p e a l e d  t o  t h e  d i r e c t o r  d u r i n g  t h a t  t i m e ;

( 4 )  u p o n  b e i n g  n o t i f i e d  o f  t h e  d e c i s i o n  o f  t h e  
d i r e c t o r  i f  u n  a p p e a l  I s  t a k e n  t o  t h e  d i r e c t o r  u n d e r  A S  
4 7 . 2 5 . 1 8 0 .

S e c .  4 7 . 0 8 . 1 1 0 ,  E X T E N S I O N  O F  T I M E  L I M I T S ,  T i m e  l i m i t s  
f o r  r e c o n s i d e r a t i o n  o r  f o r  r e q u e s t i n g  a n  a p p e a l  m a y  b e  e x ­

t e n d e d ,  a t  t h e  d i s c r e t i o n  o f  t h e  c o m m i t t e e ,  u p o n  a p p l i c a t i o n  
o r  u p o n  t h e  c o m m i t t e e ' a  o w n  m o t i o n .  A  r e q u e s t  f o r  r e c o n ­
s i d e r a t i o n  o r  f o r  a  h e a r i n g  s h a l l  b e  c o n s i d e r e d  m a d e  o n  t h e  
d a t e  w h e n  t h e  r e q u e s t  I s  d i s p a t c h e d  r a t h e r  t h a n  t h e  d a t e  
w h e n  I t  I s  r e c e i v e d  b y  t h e  c o m m i t t e e .

S e c .  4 7 . 0 8 . 1 2 0 .  R E C O V E R Y  F H O M  A  C O L L A T E R A L  S O U R C E .
I f  t h e  a p p l i c u n t  o r  a  p r o v i d e r  r e c e i v e s  p a y m e n t  f r o m  a n y  
o t h e r  s o u r c u  f o r  m e d i c a l  e x p e n s e s  w h i c h  h a v e  b e e n  p a i d  b y  

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

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

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

S e c .  4 7 . 0 8 . 1 3 0 .  R E G U L A T I O N S .  T h e  d e p a r t m e n t  m u y  

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

Chapter 107 C h a p t e r  1 0 7

c h a p t e r .

S e c .  4 7 . 0 8 . 1 4 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

( 1 )  " a p p l i c a n t "  m e a n s  a  p e r s o n  w h o  h a s  s u f f e r e d  

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

t a n c e  u n d e r  t h i s  c h a p t e r ;

( 2 )  " a p p l i c a n t ' s  s h a r e "  m e a n s  t h e  a m o u n t  o f  t h e  

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

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

d e p e n d e n t s  u n d e r  s e c .  6 0  o f  t h i s  c h a p t e r ;

( 3 )  " c a t a s t r o p h i c  I l l n e s s "  m e a n s  i l l n e s s  o r  i n ­

j u r y  w h i c h  r e s u l t  I n  m e d i c a l  e x p e n s e s  o f  o v e r  $ 1 , 0 0 0  d u r i n g  

a  p e r i o d  n o t  t o  e x c e e d  1 2  m o n t h s ,  a f t e r  a l l  o t h e r  s o u r c e s  

o f  t h i r d - p a r t y  p a y m e n t  h o v e  b e e n  e x h a u s t e d ;

( 4 )  " c o m m i t t e e "  m e a n s  t h e  C a t a s t r o p h i c  I l l n e s s

C o m m i t t e e ,  c r e a t e d  u n d e r  s e c .  2 0  o f  t h i s  c h a p t e r ;

( 5 )  " e l e c t i v e  m e d i c a l  o r  s u r g i c a l  p r o c e d u r e s "

m e a n s  t r e a t m e n t  w h i c h  I s  n o t  e s s e n t i a l  t o  t h e  l i f e  o r  h e a l t h  

o f  a  p e r s o n ;

( 6 )  " f a m i l y "  m e a n s  t w o  o r  m o r e  p e r s o n s  r e l a t e d  

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

u n i t ;

( 7 )  " l i q u i d  a s s e t s "  m e a n s  a s s e t s  w h i c h  c a n  b e  

r e a d i l y  c o n v e r t e d  t o  c a s h ;

( 8 )  " m e d i c a l  e x p e n s e "  m e a n s  a n y  f i n a n c i a l  o b l i g a ­

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

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

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

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

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

( 9 )  " n o n l i q u i d  a s s e t s "  m e a n s  a l l  a s s e t s  w h i c h  

a r e  n o t  l i q u i d  a s s e t s ;

" p e r m a n e n t  p l a c e  o f  a b o d e "  m e a n s  a  d w e l l i n g ,  

o r  a  d w e l l i n g  u n i t  i n  a  m u l t i p l e  d w e l l i n g ,  i n c l u d i n g  l o t s* -i  . . m . i
(10)

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

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

( 1 1 )  " p r o v i d e r "  m e a n s  a  l i c e n s e d  p h y s i c i a n ,  p h a r ­

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

c a r e  f a c i l i t y  o r  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  w h i c h  h a s  
p r o v i d e d  s e r v i c e s  n o t  e x c l u d e d  b y  u e c .  5 0  o f  t h i s  c h a p t e r  

t o  a n  a p p l i c a n t  a s  a  r e s u l t  o f  a  c a t a s t r o p h i c  i l l n e s s ;

( 1 2 )  " t h i r d - p a r t y  p a y m e n t s "  m e a n s  p a y m e n t s  o f  

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

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

-5-
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health Insurance, military health Insurance, workmen's com­
pensation, '-lolcnt crimes compensation, Indian Health 
Service of the United States Department of Health, Educa­
tion and Welfare, and awards In legal actions.

*  S e c .  2 .  A S  4 7 . 2 5 . 2 5 5  i s  r e p e a l e d .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  I m m e d i a t e l y  i n  a c c o r d a n c e  
w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .

-6-

A p p r o v e d  b y  t h e  G o v e r n o r ;  J u l y  5 ,  1 9 7 8  
A c t u a l  E f f e c t i v e  D a t e  J u l y  6 ,  1 9 7 8

Chapter No.

1 0 8

AN ACT

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

be 7 ENACTED BY THE IEGISLATURE OF THE STATE OF ALASKA;

*  S e c t i o n  1 .  h C  / ; •  I t .  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  

r e a d :

C H A P T E R  1 7 .  F O R E S T  R E S O U R C E  .0 ,7 ' P R A C T I C E S .

S e c .  4 1 . 1 7 . 0 1 0 .  D E C L A R A T I O N  O F  I N T E N T .  T h e  l e g i s l a ­
t u r e  d e c l a r e s  t h a t

( 1 )  t h e  f o r e s t  r e s o u r c e s  o f  A l a s k a  a r e  a m o n g  t h e  
m o s t  v a l u u b l e  n a t u r a l  r e s o u r c e s  o f  t h e  s t a t e ,  a n d  f u r n i s h  
t i m b e r  a n d  w o o d  p r o d u c t s ,  f i s h  a n d  w i l d l i f e ,  t o u r i s m ,  o u t ­

d o o r  r e c r e a t i o n ,  w a t e r ,  s o i l ,  a i r ,  m i n e r a l s ,  a n d  g e n e r a l  
h e a l L h  a n d  w e l f a r e ;

( 2 )  e c o n o m i c  e n t e r p r i s e s  a n d  o t h e r  a c t i v i t i e s  
a n d  p u r s u i t s  d e r i v e d  f r o m  f o r e s t  r e s o u r c e s  w a r r a n t  t h e  c o n ­
t i n u i n g  r e c o g n i t i o n  a n d  s u p p o r t  o f  t h e  s t a t e .

( 3 )  t h e  s t a t e  h a s  a  f u n d a m e n t a l  o b l i g a t i o n  t o  

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

n b l e  r e s o u r c e s  I n  a  m a n n e r  c o n s i s t e n t  w i t h  t h a t  o b l i g a t i o n ,  
a n d  s e r v e s  t h e  n e e d s  o f  o i l  A l a s k a  f o r  t h e  m a n y  p r o d u c t s ,  
b e n e f i t s ,  a n d  s e r v i c e s  o b t a i n e d  f r o m  t h e m ;

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

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

L A W S  O F  A L A S K A

1 9 7 8

Sourca

C S S S S B  5 9 ( R u l e s )  a m  H
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"Catastrophic Illness: The Rhode Island Approach" is the latest in a series of reports prepared by Tty office. Their purpose is to provide information to state government leaders in the North­east regarding significant legislative enactments by states in the region.
We seek to highlight the more important elements of the statute and present pro and con arguments with respect to it, and the experience to date in administering the Act.
The report is the culmination of many hours of reading both the statute itself and the legislative debate as well as interviewing those legislators and departmental officials who were intimately in­volved with its drafting and administration. Our purpose is to pre­sent a factual analysis of a statute which illustrates one approach to handling a particular problem but not to present it as the only alternative. For further background, we have included the statute itself as an appendix to this report.
Special thanks are in order for Representative Rocco A. Quattrocchi, Kevin McKenna, Deputy Attorney General, and Brian Keeler, Assistant Administrator, Department of Health, the three Rhode Island officials who took time r̂om their very busy schedules to allow us to interview them about their views on the catastrophic illness law. Further, I wish to extend my thanks to Jane Parks, Assistant to the Director, Eastern Office, and to Nancy Kessler, a graduate student intern, who prepared this report.

Director, Eastern Office COUNCIL OF STATE GOVERNMENTS
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— given the present application r a t e , fewer cases can be expected to be opened 

in Fiscal Year 1979, as compared to Fiscal Year 1978

— unless this trend changes, costs to the state for providers' services should 

drop significantly in Fiscal Year 1980

CHEPP-2

Vufung th e  peAtod J u l y  1, 1977 thAough June 30, 1978:

— 10 different counties took CHEPP-2 applications 

— 13 CHEPP-2 applications were taken; one was denied 

— patients r anged from 50 to 65 years of age 

— three-quarters of the patients were females

— three-quarters of the patients had a diagnosis of either m u l t i p l e  sclerosis 

or stroke

— 50 percent of the patients had been in nursing homes from 3 t o  5 years; the 

others from 5 to 15 years

— ov e r  one-half o f  the patients had no health care coverage

— incomes ranged from $1,500 to $30,000

— 6 of the 12 patients had incomes between $12,000 and $16,000

— the deductible ranged fro. $310 to $6,094

- t w o - t h i r d s  of the patients paid $2,000 to $U,000 o u t - o f - p o c k e t  expenses to

meet the 20 percent CHEPP-2 deductible

— the 12 patients paid $39,935 to meet the CHEPP-2 d e d uctible

— $55,323 was paid by the state in Fiscal Year 1978 for the n u r s i n g  home care 

of the 12 patients

P n o je c ticn A :

— the majority of the patients eligible in Fiscal Year 1978 w i l l  be elig i b l e  in 

the future; death or reaching age 65 will be the t e r m i n a t i n g  factors r a t h e r

than income and the deductible as in CHEPP-1

Pxoj actions:



A  bill encompassing these objectives was enacted in July 1974 w i t h  

an effective date of January 1, 1975 but a benefit package retroactive to 

October 1, 1974.

The CHIP bill has been divided into three articles. Article 1 

establishes a ceiling on catastrophic health costs while Article 2 provided 

the m i n i m u m  standards for insurance companies. Article 3 created a health 

services development fund which authorizes insurance companies to allocate 

either general revenues or a percentage of their p r e mium to projects designed 

to improve the health system. Most people have focused their attention on 

the catastrophic side of the bill, but in order to develop an efficient health 

system, it is important to recognize the significance of the other two articles, 

too.

W HO IS ELIGIBLE AND FOR HOW M U C H ?

An individual is eligible for payment from the state if that person 

has established permanent residency in Rhode Island and has resided there for 

a m i n i m u m  of three months. Such an individual must have legal responsibility 

for the payment of health costs incurred on his or her behalf or on behalf of 

persons for w h o m  he or she is responsible. Furthermore, a person must have met 

the appropriate personal resource payments. A personal resource payment, as 

defined in the Act, is "the money an eligible person is obligated to pay from 

his or her own wages, salary, income or assets for eligible health services ..." 

The personal resource payment is computed on the basis of the amount of c o v e r­

age for health benefits, if any, to which an eligible person is entitled. 

Parenthetically, the payment scale has been constructed so that it is more 

beneficial to those individuals wi t h  greater insurance coverage. For the exact 

breakdown of eligibility payments, see Section 42-62-7 part d of the bill and 

chart in the Appendix.

The appropriate personal resource payment is determined or. a yearly 

calendar basis. Payments made to meet the deductible of a major medical plan 

on the premium costs of a health benefit may be excluded, but coinsurance 

payments made under a major medical plan must be included. In essence, an 

applicable personal resource payment requires that an individual meet his or 

her obligation to pay for health services not covered under a health benefit 

plan or a health maintenance organi z a t i o n  plan. (Every employer must offer 
the opportunity for his or her employees to enroll in an available health 
maintenance organization).

EXCLUSIONS

S e c tion 42-62-8 of the CHIP Act lists a number of services and charges 

that must be excluded from financial protection and which must not be considered 

whe n  computing the personal resource payment.

Among the exclusions listed are those connected wit h  disabilities 

incurred during military service and medical services financed by the state 

and federal government for persons over age sixty-five. In addition, medical 

services such as cosmetic surgery and dentistry must be excluded unless they 

are necessary as a result of t injury or serious illness. For the complete 

1st of exclusions, see S e c tion 42-62-8 of the bill.

- ill



There can be no third party which is liable for these e x penses. Income 

basically means the federal adjusted gross income; income for the c a l e n d a r  y e a r  

preceding the ye a r  in which a CHEPP application is filed is u s e d  t o  d e t e r m i n e  

eligibility. If an applicant becomes an eligible person, s/h e  is r e s p o n s i b l e  

for a 10 percent co-payment on covered services, with the s t a t e  p a y i n g  90 p e r c e n t  

o f  qualified expenses. E ligibility includes the d e p endents of an e l i g i b l e  p e r s o n  

and runs f o r  12 months starting on the first day cf the m o n t h  and y e a r  of t he 

earliest service res u l t i n g  in expenses used to satisfy t he de d u c t i b l e .  Eight 

m i l lion dollars were appropriated for Fiscal Year 1978 and t en m i l l i o n  dollars for 

Fiscal Year 1979.

In 1977, the above CHEPP legislation was amended to include "qu a l i f i e d  n u r s i n g  

home expense." This additional coverage with separate r e q u i r e m e n t s  f o r  e l i g i b i l i t y  

became known as CHEPP-2. This segment of CHEPP covers all n u r s i n g  h o m e  e x p e n s e s  

incurred on or after July 1, 1977, in excess of 20 percent o f  h o u s e h o l d  income 

(preceding the year in which an application is filed) for p e r s o n s  64 years o f  age 

or younger in long-term care facilities. In o r d e r  to be eligible, p e r s o n s  must 

have already received at least 36 months of continuous care in a l o n g - t e r m  care 

facility. "Nursing home" is defined as a skilled n u r s i n g  faci l i t y  o r  i n termediate 

care facility I. Eligib i l i t y  is from the date o f  satisf a c t i o n  o f  t h e  d e d u c t i b l e  

until June 30 or not l a t e r  than the last day of the month in wh i c h  t h e  patient 

becomes 65 years of age. After the 20 percent deductible is met, t h e  state pays 

the reasonable cost of the eligible person's nursing home care. T h i s  p a y ment is 

made to the patient, patient's family, or the n u r s i n g  home a f t e r  t h e  end of the 

state fiscal year. If Insufficient funds are appro p r i a t e d  for C H E P P - 2  expenses, 

the payable amount will be prorated to all eligible individuals. T h e  amount 

appropriated for CHEPP-2 was $450,000 per year for Fiscal Years 19 7 8  and 1979.



M IN IM UM  STANDARDS

Up to this point our discussion has focused on Article 1 of the Act 

w h i c h  deals primarily wit h  the catastrophic illness benefits and those a d m i n i s t e r­

ing and receiving such benefits. Now we turn to a discussion of the fundamental 

standards which private insurance companies and other providers must comply wi t h  in 

order to be accredited.

Any provider of payments of health services must meet the m i n imum s t a n d­

ards established by the Director of Business regulations. The Director has been 

given one year from the effective date of the bill to develop such standards 

based on the purposes set out in the act.

T he purposes of such standards include the alimination of deceptive 

practices by insurance companies, the function of cooperation between insurers 

and the state and the clarification of confusing provisions of insurance plans to 

the consumer. The specific purposes are outlined in Section 42-62-12 of the bill.

W i t h i n  sixty days after the Director of Business Regulation establishes 

the m i n i m u m  standards, each provider of a health insurance plan must file their 

proposed plans wit h  the Director. After each plan is filed, the Consumer Council 

must be informed. This Council can request that the Director hold a hearing on 

any plan they deem unsuitable. If a plan is found to be unacceptable upon c o m p l e­

tion of the hearing, the provider must modify the plan and submit it again.

RATES CHANGED

The rates or rating formula proposed by any insurer of health costs must 

be filed wi t h  the Director of Business Regulations. W i t h i n  thirty days after fil­

ing, the Director must hold a hearing to determine the equity of the rating system 

under investigation. Upon conclusion of the hearing, the Director must post a 

d escription of the agreed upon rate9 and notice must be given to the applicant 

and to the Rhode Island Consumers Council.

FACILITIES REINSURANCE FOOL

Insurers meeting the m i n imum standards of CHIP are entrtled to join a 

facility reinsurance pool in which losses are shared among its members. The pool 

functions on an annual basis and losses are divided in proportion to the number of 

individuals insured by each insurance company.

No agreement among insurance companies to form a pool will be considered 

valid unless it is approved by the Director of Business Regulations. Reinsurance 

will only be approved if it is determined to be In the public interest and in c o m­

pliance with the Department of Business Regulations. If after a sixty day warning 

and a public hearing, the Director concludes that there is unfair competition among 

insurers, he or she may require such insurers to participate in a reinsurance pool 

that complies w i t h  the regulations set forth in CHIP.





ANNUAL REPORT ON THE HEALTH CONDITIONS OF THE STATE AND HEALTH EXPENDITURES

Prior to January 30 of each year, the director of Health must issue a 

report to the Governor and the General Assembly. The report must outline in detail 

the health conditions of the people in the state, the level of health services 

and unmet expenses for the previous year. The Director must also include exact 

expenditures for the past year and on the basis of those figures, he or she should 

project what expense will be for the next two years.

REACTIONS TO THE BILL

For a bill of this importance,considering its impact on state policy 

in the health and fiscal areas, there was surprisingly little, controversy either 

in public hearings or on the floor of the legislature. Certainly the meas'-re had 

its advocates and detractors, but the debate was rather quiet. One interesting 

point is that the private insurers had little to say during the debate about its 

implications on their industry and the health care system generally. Parenthetically, 

in the section following this one vis-a-vis experience since passage, one does find 

negative reaction to the statute.

The major arguments in favor of the bill included the responsibility of 

the state to protect the health and welfare of its citizens, the need to act prior 

to a possible crisis rather than react after the fact, and the necessity to e s t a b­

lish a mec h a n i s m  to handle the problems related to catastrophic illness while at 

the same time anticipating its integration into a national program.

On the other hand, the criticisms of the bill dealt primarily with the 

cost of the program (fear of a run on the state treasury) and the desirability of 

w a i ting for federal action before establishing a state program.

In February of 1975, several large insurance companies stoppeJ selling 

individual health insurance policies in Rhode Island due to objections to certain 

provisions of the CHIP law; it appears that other carriers would follow suit.

They objected to Section 14 of the act in which commercial insurers are required to 

accept applicants without regard to physical condition.

An amendment to the law in the 1975 legislative session is now awaiting 

the Governor's signature. Those close to the scene believe that this modification 

will deal with the concerns of the insurers and assure that they will continue 

individual policies.

In concluding, it should be pointed out that for those w ho have lost their 

group insurance coverage due to loss of jobs, they may not be eligible for CHIP 

benefits since eligibility depends on large out-of-pocket medical expenses.
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The preceding table shows that the majority (approximately 39%) of 

individuals eligible for CHEPP-1 are females between the ages of “5 and 65 

years and almost two-thirds of all patients are between 45 and 65 years of 

age.

Diagnostic information on the 149 patients, when available, was obtained 

from county information contained in the case file. Diagnoses were not 

verified; accuracy of this information cannot be determined since it was self- 

reported. The major diagnostic categories are as follows:

DIAGNOSIS NUHBEP. OF PATIENTS

Cancer **3
Heart conditions 31
Accidents (fractures, b u m s )  11
Stroke 8
Gastrointestinal disorders (ulcers, 8

Crohn's disease, pancreatitis)
Genitourinary disorders (include 5

kidney dialysis)
Respiratory disorders (asthma, emphysema) 5
Delivery/Newborn problems *♦
Surgical joint repair 4
Psychiatric disorders 3
Arthritis and related problems 3
Liver diseases 
Hernia
Multiple Sclerosis 
Cystic Fibrosis 
Chemical Dependency 
Cellulitis 
Phlebitis 
Unknown

TOTAL

2
2
1
1
1
1
1

15

149

- 9 -



APPENDIX A

S t a t e  o f  R h o d e  I s l a n d  a n d  P r o v i d e n c e  P l a n t a t i o n s  

J A N U A R Y  S E S S I O N ,  A . D .  1 9 7 4

7 4 - S  2 2 5 9  S u b s t i t u t e  " A "

A N  A C T  t o  P r o t e c t  t h e  P u b l i c  H e a l t h  o f  t h e  P e o p l e  o f  t h e  S t a t e  o f  R h o d e  I s l a n d  

a n d  P r o v i d e n c e  P l a n t a t i o n s .

I t  i s  e n a c t e d  b y  t h e  G e n e r a l  A s s e m b l y  a s  f o l l o w s :

PREAMBLE
W h e r e a s ,  T h e  s t a t e  o f  R h o d e  I s l a n d  h a s  t h e  r i g h t  a n d  t h e  o b l i g a t i o n  t o  p r o m o t  

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

W h e r e a s ,  T h e  h i g h  c o s t  o f  h e a l t h  s e r v i c e s  c a n  s e r v e  a s  a  b a r r i e r  t o  p e r s o n s

i n  n e e d  o f  h e a l t h  c a r e ,  a l l  t o  t h e  d e t r i m e n t  o f  t h e  p u b l i - - .  h e a l t h ;  a n d

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

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

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

W h e r e a s ,  P r o m o t i o n  o f  t h e  p u b l i c  h e a l t h ,  s a f e t y  a n d  w e l f a r e  f u r t h e r  r e q u i r e s  

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

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

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

d e n t s  ; a n d

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

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

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

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

n o w  t h e r e f o r e ,

I t  i s  e n a c t e d  b y  t h e  G e n e r a l  A s s e m b l y  a s  f o l l o w s :

S e c t i o n  I .  T i t l e  4 2  o f  t h e  g e n e r a l  l a w s  e n t i t l e d  " S t a t e  a f f a i r s  a n d  

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

i n g  c h a p t e r :

C H A P T E R  6 2  

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

4 2 - 6 2 - 1 .  S H O R T  T I T L E . - - T h i s  a c t  s h a l l  b e  k n o w n  a n d  d e s i g n a t e d  a s  t h e  R h o d e  

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  ( " C H I P " )  a c t .

4 2 - 6 2 - 2 .  P U R P O S E S . - - T h e  p u r p o s e s  o f  t h i s  a c t  a r e  t o  a s s u r e  t h 3 t  e a c h  p e r s o n  

r e s i d i n g  i n  t h e  s t a t e  o f  R h o d e  I s l a n d  s h a l l  h a v e  a c c e s s  t o  n e e d e d  d i a g n o s t i c ,  

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

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

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

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



The table below indicates occupational categories and number and percent of 

cases in each category.

CASES

OCCUPATION NUMBER PERCENT

Farmer 39 26.2

Retired 30 20

Own Business 28 19

Skilled Labor 14 9. M

Unskilled Labor 8 5.4

Sales 3 2

Unemployed-Disabled 2 1.3

College Student 1 .7

Other 9 6

Not Given 15 10

TOTALS 149 100.0

Approximately 4 5 percent of the cases that are or were open during the 14-month 

period were farmers or small businessmen. Almost two-thirds of the cases listed 

farmer, own business, or retired as the occupation.

Information from the CHEPP applications indicates whether the applicant and 

other family members are eligible for health insurance and Medicare. The following 

insurance information pertains only to the 149 individual patients whose conditions 

and status resulted in CHEPP eligibility. Individuals with insurance number 74 ; 

those without insurance number 75. Dependents of some of those 75 patient" without 

insurance did have insurance, so the information given here does not pertain to 

entire cases regarding insurance. Fourteen patients were eligible for Medicare; of

-  10 -



f )  T h e  t e r m  " b e n e f i t "  o r  " h e a l t h  b e n e f i t "  m e a n s  a  h e a l t h  s e r v i c e  f i n a n c e d  

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

g )  T h e  t e r m  " a l l o w a b l e  i n c o m e "  m e a n s  t h e  a d j u s t e d  g r o s s  i n c o m e  a s  d e f i n e d

p u r s u a n t  t o  s e c t i o n  4 4 - 3 0 - 1 2  o f  t h e  R h o d e  I s l a n d  g e n e r a l  l a w s ,  1 9 5 6  a s  a m e n d e d ,

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

h )  T h e  t e r m  " s t a t e "  m e a n s  t h e  S t a t e  o f  R h o d e  I s l a n d  a n d  P r o v i d e n c e  P l a n t a ­

t i o n s .

i )  T h e  t e r m  " U n i t e d  S t a t e s "  m e a n s  t h e  g o v e r n m e n t  o f  t h e  U n i t e d  S t a t e s  o f  

A m e r i c a  o r  a n y  o f  i t s  i n s t r u m e n t a l i t i e s .

j )  T h e  t e r m ,  " d e p a r t m e n t a l  h e a l t h  a d v i s o r y  c o u n c i l s "  m e a n s  t h o s e  c o u n c i l s  

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

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

h e a l t h  o r  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  o f  m e n t a l  h e a l t h ,  r e t a r d a t i o n ,  a n d  

h o s p i t a l s .

k )  T h e  t e r m  " m a t e r n i t y  b e n e f i t s "  s h a l l  m e a n  b e n e f i t s  r e n d e r e d  f o r  n o r m a l

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

n a t a l  c a r e ,  c a r e  o f  t h e  n e w b o r n  i n f a n t ,  l a b o r ,  d e l i v e r y ,  a n d  p u e r p e r i u m  c a r e .  

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

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

1 )  T h e  t e r m  " m e d i c a r e "  m e a n s  p a r t  A  a n d  P a r t  B  o f  t h e  U n i t e d  S t a t e s  

s o c i a l  s e c u r i t y  a c t ,  t i t l e  X V I I I ,  a s  a m e n d e d ,  4 2  U . S . C .  s e c t i o n s  1 3 9 4 ,  e t  s e q .

m )  T h e  t e r m  " p h y s i c i a n "  m e a n s  a n y  p e r s o n  d u l y  l i c e n s e d  t o  p r a c t i c e  s u r ­

g e r y  o r  m e d i c i n e  p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  c h a p t e r s  2 9 , 3 1  o f  t i t l e  5  

a n d  c h a p t e r s  3 6 ,  a n d  3 7  o f  t i t l e  6  o f  t h e  g e n e r a l  l a w s  o f  R h o d e  I s l a n d ,

1 9 5 6  a s  a m e n d e d  ( e x c e p t  d e n t a l  h y g i e n i s t s ) ,  a n d  c o m p a r a b l e  l a w s  o f  o t h e r  

c o u n t r i e s .

n )  T h e  t e r m  " e l i g i b l e  p e r s o n "  m e a n s  a  p e r s o n  w h o  h a s  e s t a b l i s h e d  p e r m a ­

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

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

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

A  p e r s o n  w h o  h a s  m o v e d  t o  t h e  s t a t e  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  

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

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

j u d i c i a l  o r d e r  t o  b e  a  p e r m a n e n t  r e s i d e n c y .

o )  T h e  t e r m  " e l i g i b l e  h e a l t h  s e r v i c e "  m e a n s  a  h e a l t h  s e r v i c e  w h i c h  w o u l d  

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

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

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

p )  T h e  t e r m  " p e r s o n a l  r e s o u r c e  p a y m e n t "  m e a n s  t h e  m o n e y  a n  e l i g i b l e  

p e r s o n  i s  o b l i g a t e d  t o  p a y  f r o m  h i s  o r  h e r  o w n  w a g e s ,  s a l a r y ,  i n c o m e  o r
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The following table indicates the percentage of all patients in each 

occupational category without any health care coverage.

PATIENT PATIENT PERCENT
OCCUPATION TOTAL NUMBER NUMBER W/0 COVERAGE OF TOTAL

Farmer 39 22 56

Retired 30 5 16.7

Own Business 28 14 50

Skilled Labor 14 10 71.4

Unskilled Labor 8 3 37.5

Sales 3 1 33.3

Unemployed-Disabled 2 2 100

College Student 1 0 0

Other 9 6 66.7

Not Given 15 7 46.7

TOTALS 149 70 47

"he above table suggests that those eligible for CHEPP-1 and indicating a 

skilled labor occupational category have the least health care coverage of 

employed groups, with farmers and small businessmen following.

The length of time an individual or family is eligible to have the state 

make payments for medical care ranges from less than one week to almost twelve 

months, depending upon the length of time it took to satisfy the deductible.

The following table indicates the number of months an individual or family 

was eligible to have medical expenses covered by CHEPP-1 and the number of cases 

in each category.
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p r e c e d i n g  y e a r  o f  c a t a s t r o p h i c  c o v e r a g e .  S a i d  a m o u n t  s h a l l  t h e n  b e  a n  e l i g i b l e  

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

d )  B e g i n n i n g  a t  O c t o b e r  1 ,  1 9 7 4 ,  e l i g i b l e  h e a l t h  s e r v i c e s  i n c u r r e d  o n  a n d  

a f t e r  O c t o b e r  1  o f  a n y  p r e c e d i n g  y e a r  s h a l l  b e  c o n s t r u e d  a s  c o s t s  i n c u r r e d  i n  

s u c h  f o l l o w i n g  y e a r .

e )  I n  t h e  c a s e  o f  a  d i s p u t e  a s  t o  t h e  e l i g i b i l i t y  o f  a  t y p e  o f  h e a l t h  

s e r v i c e  f o r  c o v e r a g e  a s  a  c a t a s t r o p h i c  c o s t ,  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  

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

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

i s  a n  e l i g i b l e  h e a l t h  s e r v i c e .

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

o f  c a t a s t r o p h i c  c o s t s  b y  t h e  s t a t e ,  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  o f  h e a l t h  

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

b y  a n  i n s u r e r .

4 2 - 6 2 - 7 .  P E R S O N A L  R E S O U R C E  P A Y M E N T S . ~

a )  T o  b e  e l i g i b l e  f o r  p a y m e n t  b y  t h e  s t a t e  p u r s u a n t  t o  s e c t i o n  4 2 - 6 2 - 6  o f  h i s  

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

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

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

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

4 2 - 6 2 - 6  ( a )  a n d  ( b ) .

b )  T h e  a p p l i c a b l e  p e r s o n a l  r e s o u r c e  p a y m e n t  s h a l l  b e  d e t e r m i n e d  o n  a  c a l e n ­

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

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

s h a l l  i n c l u d e  t h e  c o - i n s u r a n c e  p a y m e n t s  m a d e  u n d e r  a  m a j o r  m e d i c a l  p l a n .

c )  T h e  a p p l i c a b l e  p e r s o n a l  r e s o u r c e  p a y m e n t  a p p l i e s  t o  t h e  o b l i g a t i o n  f o r  

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

e x c e p t  f o r  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  p l a n s .

d )  T h e  a p p l i c a b l e  p e r s o n a l  r e s o u r c e  p a y m e n t s  s h a l l  b e  d e t e r m i n e d  i n  r e l a ­

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

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

( i )  A n  e l i g i b l e  p e r s o n

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

a n  a m o u n t  e q u a l  t o  f i v e  h u n d r e d  d o l l a r s  ( $ 5 0 0 . 0 0 )  o r  t o  t e n  p e r c e n t  ( 1 0 % )  

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

B )  W h o  h a s  a  p r o g r a m  t h a t  w o u l d  h a v e  o t h e r w i s e  b e e n  q u a l i f i e d ,  e x c e p t  

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

o b l i g a t i o n  t o  p a y  a n  a m o u n t  e q u a l  t o  t w e l v e  h u n d r e d  f i f t y  d o l l a r s  ( $ 1 2 5 0 . 0 0 )  

o r  t o  t w e n t y - f i v e  p e r c e n t  ( 2 5 % )  o f  h i s  o r  h e r  a l l o w a b l e  i n c o m e ,  w h i c h e v e r  

a m o u n t  I s  g r e a t e r ;
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Appro x i m a t e l y  43 p e r cent of the cases were required to meet t he m i n i m u m  

deductible. About 31 p e r cent of all cases met a deductible r a n g i n g  from $2500 

to $4500.

The a nnual income range for those patients required to meet the $2500 d e d u c t­

ible follows:

A N N U A L  INCOME N U MBER OF CASES

Minus Income 6

$0 - 1000 6

$1001 - 2000 2

$2001 - 3000 7

$3001 - 4000 14

$4001 - 5000 16

$5001 - 6000 11

$6001 - 6127 _2_

TO T A L 64

The m a x imum dif f e r e n c e  in incomes of those required to meet t he $2500 

de d u c t i b l e  is a p p r o x i m a t e l y  $8300.

The following ta b l e  indicates the ranges of the required d e d u c t i b l e  for 

ea c h  of the income ranges for the 149 cases:

INCOME RANGES 

Minus Income 

$0 - 4999

$5000 - 9999 

$10,000 - 14,999 

$15,000 - 19,999 

$20,000 - 24,999 

$25,000 - 28,135

NUMBER OF CASES 

6 

**5 

61 

24 

8 

u 

1

D E D U CTIBLE RANGES 

$2500 

$2500

$2 5 0 0  - 4000 

$4000 - 6000 

$6 0 0 0  - 8500 

$8500 - 11,000 

$ 1 1 , 0 0 0  - 12,881
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h )  D r u g s  a n d  m e d i c a t i o n  n o t  l e g a l l y  r e q u i r i n g  p r e s c r i p t i o n ;

i )  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  i n  e x c e s s  o f  f i f t y  p e r c e n t  ( 5 0 % )  o f  t h * .  o s t  

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

j )  S e r v i c e s  d e l i v e r e d  i n  f a c i l i t i e s  w h i c h  h a v e  n o t  b e e n  c e r t i f i e d  b y  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  o f  h e a l t h  a s  q u a l i f i e d  t o  p r o v i d e  s u c h  s e r v i c e s .

4 2 - 6 2 - 9 .  E M P L O Y E E S '  H E A L T H  B E N E F I T  P L A N S . —

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

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

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

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

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

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

t h e  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n ' s  q u a l i f i e d  p r o g r a m  s h a l l  b e  r e c o g n i z e d  a s  

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

r e s o u r c e  p a y m e n t  p u r s u a n t  t o  s e c t i o n  4 2 - 6 2 - 7 .

4 2 - 6 2 - 1 0 .  Q U A L I F I E D  H E A L T H  P R O G R A M . - -

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

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

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

m a k e  a  d e t e r m i n a t i o n  w i t h i n  n i n e t y  d a y s  ( 9 0 )  a s  t o  w h e t h e r  t h e  a p p l i c a n t ' s  

p l a n  o r  p l a n s  a r e  q u a l i f i e d ,  a n d  s h a l l  p u b l i s h  I n  t h e  m a j o r  n e w s p a p e r s  o f  t h e  

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

q u a l i f l e d .

b )  A  p r o g r a m  m a y  b e  c e r t i f i e d  f o r  a  p e r i o d  o f  t w o  y e a r s  i f ,  a t  l e a s t .

i )  I t  m e e t s  t h e  m i n i m u m  s t a n d a r d s  o f  t h i s  a c t ,

( l i )  I t s  i n s u r e r  m e e t s  t h e  d u t i e s  e s t a b l i s h e d  b y  t h i s  a c t  a n d  t h e  l a w s  o f  

t h e  s t a t e ,

( i i i )  I t  p r o v i d e s  c o v e r a g e  f o r  d i a g n o s t i c ,  c u r a t i v e  a n d  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  f o r  i l l n e s s  a n d  f o r  i n j u r i e s  f o r  t h e  s u b s c r i b e r  a n d  h i s  d e ­

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

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

a s  b e i n g  i n  t h e  p u b l i c  i n t e r e s t .

( i v )  I t  p r o v i d e s  b e n e f i t s  w h i c h  a r e  a p p r o x i m a t e l y  e q u a l  i n  s c o p e  a n d  I n

a c t u a r i a l  v a l u o  t o  t h e  b e n e f i t s  d e s c r i b e d  i n  s u b s e c t i o n  4 2 - 6 2 - 1 0  ( c ) .
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A p p r o x i m a t e l y  t h r e e - f o u r t h s  of those elig i b l e  for C H E P P - 1  m e t  d e d u c t i b l e s  o f  

S2500 to $4000.

P r o v i d e r s  'Utilized by C K E PP-1 P a t i e n t s

P a y m e n t s  w e r e  m a d e  to the f o i l - w i n g  p r o v i d e r  types un d e r  the C H E P  Program. The 

n u m b e r  in p a r e n t h e s e s  i n d i c a t e  the r.uml er of C H E P P - 1  p a t i e n t s  r e c e i v i n g  a s e r v i c e  

fr o m  this p r o v i d e r  type. In 80 p e r c e n t  of the cases, a p a t i e n t  r e c e i v e d  s e r v i c e s  from 

mo r e  l^ian o ne p r o v i d e r  type.

I n p a t i e n t  hos p i t a l s  (89)

P h y s i c i a n s  (141)

P h a r m a c i e s  (96)

O u t p a t i e n t  h o s p i t a l s  (48)

M e d i c a l  e q u i p m e n t  a n d  o x y g e n  sup p l i e r s  (10) 

N u r s i n g  ho m e s  (7)

A m b u l a n c e s  (10)

L a b o r a t o r i e s  (2)

Ph y s i c i a n s ,  p h a r m a c i e s  a n d  h o s p i t a l s  w e r e  the p r o v i d e r s  m o s t  f r e q u e n t l y  u t i l i z e d  

by the C H E P P - 1  patients.

C H E P P - 1  C a s e l o a d

D u r i n g  the July, 197/ t h r o u g h  August, 1978 period, there w a s  C H E P P - 1  a c t i v i t y

173 cases. The a p p l i c a t i o n  da t e s  and case status in r e l a t i o n to n u m b e r  of

s h o w n  below.

N U M B E R OF C A S E S A N D S T A T U S

A P P L I C A T I O N  DATE OP E N E D D E N I E D T O T A L  S T ATUS

1977: July 1 0 1

A u g u s t 4 0
I

S e p t e m b e r 9 0

O c t o b e r 12 1 13

N o v e m b e r 13 0 13

D e c e m b e r 22 1 23

1978: J a n u a r y 11 3 14

F e b r u a r y 7 0 7

March 14 1 15

April 14 3 17

May 20 2 22

June 14 2 16

J u l y 8 2 10

Au g u s t 0 0 0

TOTALS 149 15* 1 6 4 * *

‘Exc l u d e s  data on seven C H E P P - 1  d e n i e d  cases.

“ The a p p l i c a t i o n  dates of the two cases with " a p p l i c a t i o n  p e n d i n g "  status a r e  not know



a )  D i a g n o s t i c  x - r a y  a n d  r a d i o i s o t o p i c  e x a m i n a t i o n s :

b )  E l e c t r o e n c e p h a l o g r a m s ,  b a s a l  m e t a b o l i s m  t e s t s  a n d  e l e c t r o c a r d i o g r a m s ;

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

d )  R a d i a t i o n  t r e a t m e n t s  b y  x - r a y ,  r a d i u m ,  e x t e r u r . l  r a d i a t i o n  o r  r a d i o a c t i v e  

i s o t o p e s .

5 .  P h y s i c i a n s '  v i s i t s  t o  c a r e  f o r  a  b e d  p a t i e n t  i n  a  s h o r t - t e r m  g e n e r a l  

h o s p i t a l  u p  t o  1 2 0  d a y s  p e r  p e r i o d  o f  i l l n e s s ,  o r  f o r  4 5  d a y s  p e r  p e r i o d  o f  

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

o p e r a t i v e  p h y s i c a l  e x a m i n a t i o n s .

6 .  C o n s u l t a t i o n  s e r v i c e s ,  w h e r e  m e d i c a l l y  n e c e s s a r y  i n  t h e  o p i n i o n  o f

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

7 .  O b s t e t r i c a l  d e l i v e r y  s e r v i c e s ,  i n c l u d i n g  p r e -  a n d  p o s t - n a t a l  c a r e ,  a f t e r  

t h e  f i r s t  f i f t y  d o l l a r s  ( $ 5 0 . 0 0 )  o f  c h a r g e s ,  w h i c h  s h a l l  b e  t h e  l i a b i l i t y  o f

t h e  p a t i e n t .

8 .  N e w b o r n  b a b y  c a r e ,  w h e n  t h e  e x a m i n a t i o n  a n d  c a r e  i s  p r o v i d e d  b y  a  p h y s i ­

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

r e l a t e d  t o  d e l i v e r y .

9 .  E m e r g e n c y  a c c i d e n t  s e r v i c e s  p e r f o r m e d  b y  a  p h y s i c i a n  w i t h i n  7 2  h o u r s  

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

i i i )  M a j o r  M e d i c a l  C o v e r a g e

1 .  T o  s u p p l e m e n t  t h e  p r o t e c t i o n  p r o v i d e d  b y  s u b s e c t i o n s  ( c )  ( i )  a n d  

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

t o  a  p r o g r a m  b e i n g  c e r t i f i e d  a s  q u a l i f i e d :

a )  I t  p r o v i d e s  u p  t o  t e n  t n o u s a n d  d o l l a r s  ( $ 1 0 , 0 0 0 . 0 0 )  i n  c o v e r a g e  f o r  

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

b )  I t  p r o v i d e s  s u c h  c o v e r a g e  f o r  a t  l e a s t  e i g h t y  p e r c e n t  ( 8 0 % )  o f  t h e  

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

c r i b e d  i n  s u b s e c t i o n  ( c )  ( 1 )  a n d  ( c )  ( i i )  a f t e r  a n  I n s u r e d  o r  s u b s c r i b e r  h a s  

p a i d  a n  a n n u a l  d e d u c t i b l e  o f  o n e  h u n d r e d  d o l l a r s  ( $ 1 0 0 . 0 0 )  p e r  p e r s o n  o r  t w o

( 2 )  o n e  h u n d r e d  d o l l a r  ( $ 1 0 0 . 0 0 )  d e d u c t i b l e s  p e r  f a m i l y  f o r  c o v e r e d  s e r v i c e s .

c )  S u c h  c o v e r e d  s e r v i c e  p r o v i d e d  u n d e r  s u b s e c t i o n  ( b )  s h a l l  i n c l u d e :

1 .  P h y s i c i a n s '  s e r v i c e s ,  i n c l u d i n g  h o m e  a n d  o f f i c e  v i s i t s .

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

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

3 .  D r u g s  a n d  m e d i c a t i o n s  w h i c h  b y  l a w  r e q u i r e  a  w r i t t e n  p r e s c r i p t i o n .
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The 149 CHEPP-1 families paid (or owe) a total of $534,775.68 in o r d e r  to 

mee t  the program deductible. In addition, any bills submitted to and paid b y  the 

state required a 10% c o - pavment b y  the patient or p a t i e n t’s family, w h i c h  total l e d  

$47,370. *7. Therefore, patients' out-of-pocket expenses to meet d e d u c t i b l e s  and 

co-payments were $587,146.15.

Costs to State - July, 1977 to August, 1978

The state paym e n t s  made to providers as of September 1, 1978, tota l l e d  $469,489.79, 

M o n thly c ounty r e m i ttance m a n a g e m e n t  and fiscal reports indicate the state p a i d  p r o­

vider s  $426,331.75, during the 14-month period, through the c e n t r a l i z e d  d i s b u r s e m e n t  

system. The first payments were made in November, 1977. A t o t a l  of 1,790 claims 

have been p r ocessed by the state at a claims processing charge o f  $1,711.99. During 

this same 14-month period, the state paid a total of $43,158.04 o u t s i d e  the c e n t r a l­

ized disbursement system in or d e r  to rei m b u r s e  patients for p a y m e n t s  made f o r  services 

wh i c h  were to be covered un d e r  the CHEP Program or providers w h e n  both p a t i e n t  and 

C H E P P - 1  were making partial payments on tne same date (i.e. p a t i e n t  is m e e t i n g  the 

d e d u c t i b l e ) .

For Fiscal Year 1978, $8 million was appropriated for C H E P P - 1  and the a d m i n i s t r a­

tive budget was $56,475. For Fiscal Year 1979, $10 million is a p p r o p r i a t e d  for 

C H E P P - 1  and the a d m i n i s t r a t i v e  costs are budgeted at $57,115.

During Fiscal Year 1978, $252,351.35 was paid to providers for serv i c e s  rendered 

wh i c h  were c o v e r e d  under the CHEPP-1 program. Payments ma d e  by the state o u t s i d e  the 

centra l i z e d  disbursement system were $19,969.87. Therefore, the total a mount paid 

for CHEPP-1 covered services d uring Fiscal Year 1978 was $272,321.22.

C u r r e n t  C H E P P - i  C o s t s

C o s t s  t o  P a t i e n t s  -  J u l y ,  1 9 7 7  t o  A u g u s t ,  1 9 7 8



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

b u r s e m e n t s  b y  i n s u r e r s ,  f o r  p e r i o d s  o f  n o t  m o r e  t h a n  o n e  ( 1 )  y e a r  f o r  e a c h  d e t e r ­

m i n a t i o n .

ARTICLE II 

M i n i m u m  S t a n d a r d s  P r o t e c t i o n

4 2 - 6 2 - 1 2 .  MINIMUM S T A N D A R D S . - -

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

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

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

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

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

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

e f f e c t i v e  d a t e  h e r e o f .

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

p u r p o s e s ;

i )  T h e  r e a s o n a b l e  s t a n d a r d i z a t i o n  a n d  s i m p l i f i c a t i o n  o f  c o v e r a g e s  t o  f a c i l ­

i t a t e  c o n s u m e r  u n d e r s t a n d i n g  a n d  c o m p a r i s o n s ;

i i )  T h e  e l i m i n a t i o n  o f  p r o v i s i o n s  w h i c h  m a y  b e  m i s l e a d i n g  o r  u n r e a s o n a b l y  

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

o r  w i t h  t h e  s e t t l e m e n t  o f  c l a i m s ;

i i i )  T h e  e l i m i n a t i o n  o f  d e c e p t i v e  p r a c t i c e s  i n  c o n n e c t i o n  w i t h  t h e  s a l e  

o f  s u c h  c o v e r a g e s ;

i v )  T h e  e l i m i n a t i o n  o f  p r o v i s i o n s  w h i c h  m a y  b e  c o n t r a r y  t o  t h e  h e a l t h  n e e d s  

o f  t h e  p u b l i c ;

v )  T h e  a v a i l a b i l i t y  o f  q u a l i f i e d  p l a n s  t o  p e r s o n s  r e s i d i n g  i n  t h e  s t a t e  w h o  

a p p l y  t h e r e f o r e  r e g a r d l e s s  o f  a g e ,  s e x ,  r a c e ,  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  ;

v l )  T h e  p r o m o t i o n  o f  e f f i c i e n t  m a n a g e m e n t  o f  h e a l t h  s e r v i c e s  w i t h  t h e  S t a t e ;

v i i )  T h e  e l i m i n a t i o n  o f  c o v e r a g e s  w h i c h  a r e  s o  l i m i t e d  i n  s c o p e  a s  t o  b e  

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

v i i i )  T h e  a d d i t i o n  o f  c o v e r a g e s ,  t h e  s a l e  o f  w h i c h  i s  r e q u i r e d  b y  t h e  p u b l i c  

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

c )  W i t h i n  s i x t y  ( 6 0 )  d a y s  a f t e r  p r o m u l g a t i o n  o f  s a i d  m i n i m u m  s t a n d a r d  

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

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

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

n o t i c e  o f  a  r e c e i p t  o f  f i l i n g  s h a l l  b e  d e l i v e r e d  t o  t h e  R h o d e  I s l a n d  c o n s u m e r s ’ 

c o u n c i l .  I f  r e q u e s t e d  b y  t h e  R h o d e  I s l a n d  c o n s u m e r s '  c o u n c i l  t h e  d i r e c t o r  s h a l l
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E l i g i b i l i t y  for state coverage of care for the majority of p a t i e n t s  began l a t e r  

in the fiscal year. Fourth, a number of the initial bills s u b m i t t e d  by p r o v i d e r s  

were rejected; man y  cf these bills are being and will be r e s u b m i t t e d  for payme n t .

As wi t h  new programs, it takes the providers' billing pers o n n e l  some time to le a r n  

the mechanics of billing the program properly. Fifth, during the first six m o n t h s  

o f  1978, t he greatest n vmber o f  cases were open for CHEPP bene f i t s .  T h e o r e t i c a l l y ,  

t h e  largest total payments to providers may be made through Ju n e  of 1979. U n l e s s  

the number of applicants who become eligible for CHEPP-1 i n creases in the future, 

costs to the state for providers' services should drop s i g n i f i c a n t l y  in F i s c a l  Year 

1980.



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

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

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

c )  A t  a n y  h e a r i n g  c o n d u c t e u  p u r s u a n t  t o  s e c t i o n  4 2 - 6 2 - 1 3 ,  : 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  o f  b u s i n e s s  r e g u l a t i o n  m a y  d i s a l l o w  a n y  p a y m e n t s  frs- ’ e  b y  a n  

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

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

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

t o  s e c t i o ?  4 2 - 6 2 - 1 4 .

4 2 - 6 2 - 1 5 .  F A C I L I T Y  R E I N S U R A N C E  P O O L . —

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

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

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

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

a r t i c l e s  I  a n d  I I  o f  t h i s  a c t .

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

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

c )  I f ,  a f t e r  a  s i x t y  ( 6 0 )  d a y  n o z i c e  t o  a l l  s u c h  i n s a r e r s  a n d  a f t e r  a  

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

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

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

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

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

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

A R T I C L E  I I I  

H e a l t h  R e s o u r c e s  D e v e l o p m e n t  F u n d

4 2 - 6 2 - 1 6 .  H E A L T H  R E S O U R C E S  D E V E L O P M E N T  F U N D . —

a )  T h e r e  i s  h e r e b y  e s t a b l i s h e d  i n  t h e  d e p a r t m e n t  o f  h e a l t h  t h e  h e a l t h  r v > -  

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

o f  h e a l t h  p u r s u a n t  t o  t h e  t e r m s  a n d  f o r  t h e  p u r p o s e s  s t a t e d  i n  s e c t i o n s  4 2 - 6 2 - 1 6  

a n d  4 2 - 6 2 - 1 7  o f  t h i s  a c t ,

b )  M o n i e s  i n  s u c h  f u n d  o r  f o r  a  p r o j e c t  a u t h o r i z e d  p u r s u a n t  t o  s e c t i o n  

4 2 - 6 2 - 1 7  m a y  b e  e x p e n d e d  b y  c o n t r a c t ,  l o a n  o r  g r a n t ,  t o  m a i n t a i n ,  t o  e x p a n d ,  a n d  

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

o f  R h o d e  I n l a n d .  S u c h  p u r p o s e s  s h a l l  i n c l u d e  t h e  f o l l o w i n g :  C o n s t r u c t i o n  o r  

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

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

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

n a n c e  o r g a n i z a t i o n s ,  b e n e f i t s  f o r  p e r s o n s  l a c k i n g  a d e q u a t e  i n s u r e d  c o v e r a g e ,
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Three-fourths of the patients had diagnoses of multiple sclerosis or stroke.

The income of those eligible for CHEPP-2 ranges from $1,548.00 to $30,469.13. 

Income ranges and n umber o f  cases in each range w e r e :

INCOME N UMBER OF CASES

$1,548 1

$12,000 to 16,000 6

$16,000 to 20,000 2

$20,000 to 30,470 3

Information from the CHEPP application indicates that four of the CHEPP-2 

eligible patients had Medicare and one additional patient had o t h e r  health insurance

coverage. Therefore, seven of the twelve CHEPP-2 patients had n o  health care

coverage of any type.

After m e e ting the 20 percent CHEPP-2 deductible, the n u m b e r  of months that 

individuals were eligible to have nursing home expenses covered is as follows:

N UMBER OF MONTHS ELIGI3LE PATIENTS

1 to 2 m o n t h s  1

2 to 3 m onths 0

3 to 4 m onths 1

4 to 5 m o nths 1

5 to 6 m onths 1

6 to 7 months 2

7 to 8 m onths 4

8 to 9 months 2

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

n i n e  m o n t h  p e r i o d .
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4 2 - 6 P - 6  a n d  4 2 - 6 2 - 7 .  T h e  d i r e c t o r  i s  a u t h o r i z e d  t o  e n t e r  i n t o  c o n t r a c t s  w i t h  

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

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

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

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

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

b )  T o  t h e  e x t e n t  n o t  o t h e r w i s e  d e s i g n a t e d  i n  t h i s  a c t ,  t h e  g o v e r n o r  m a y  

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

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

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

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

o f  t h e  d e s i g n a t e d  d e l e g a t i o n s  a n d  t o  s u b s t i t u t e  b y  p a s s a g e  o f  n e w  l e g i s l a t i o n  

d i f f e r e n t  d e l e g a t i o n s .

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

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

e f f i c i e n t  a d u i - n i s t r a t i o n ,  o r  t o  t h e  e x t e n t  t h a t  n e w  d i v i s i o n s  n e e d  t o  b e  e s t a ­

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

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

a s s e m b l y .

4 2 - 6 2 - 1 9 .  I M P L E M E N T A T I O N  O F  A C T . - -  T h e  g o v e r n o r  m a y  d e l a y  t h e  i m p l e m e n t a ­

t i o n  o f  a n y  p r o v i s i o n  o f  t h e  a c t  f o r  o n e  y e a r  a f t e r  h e  m a k e s  a  f i n d i n g  t o  b e

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

s e c t i o n  ( s )  o f  t h i s  a c t  h a s  b e e n  f o u n d  t o  b e  u n c o n s t i t u t i o n a l  o r  h a s  b e e n

s u p e r s e d e d  o r  m o d i f i e d  b y  a n  a c t  o f  t h e  U n i t e d  S t a t e s .

4 2 - 6 2 - 2 0 .  I N T E R S T A T E  A G R E E M E N T S . — T h e  g o v e r n o r  i s  a u t h o r i z e d  t o  e n t e r  

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

S t a t e s  t o  c a r r y  o u t  a n y  o f  t h e  d u t i e s  o f  t h i s  a c t .

4 2 - 6 2 - 2 1 .  H E A L T H  C O S T  R E P O R T . - - T h e  g o v e r n o r  s h a l l  p r o v i d e  f o r  a  h e a l t h  

c o s t  t o  b e  m a d e  n o t  l a t e r  t h a n  D e c e m b e r  3 1  t o  t h e  g e n e r a l  a s s e m b l y  o n  l e i g i s -  

l a t i v e  a n d  a d m i n i s t r a t i v e  s t e p s  r e q u i r e d  ( 1 )  t o  p r o v i d e  a  m o r e  c o m p r e h e n s i v e  

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

t h i s  a c t  t o  p e r s o n s  w i t h o u t  h e a l t h  i n s u r a n c e ,  ( i i )  t o  c o n t r o l  t h e  r i s i n g  c o s t  

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

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

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

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

t h e  s t a t e ,  ( v i )  t o  e s t a b l i s h  a  u n i f o r m  r e p o r t i n g  s y s t e m  f o r  v e n d o r s  f a r  t h e  

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

n i n g ,  a n d  r e g u l a t i o n  t h a t  m a y  b e  r e q u i r e d  i n  R h o d e  I s l a n d  i n  t h e  e v e n t  o f  

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

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

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

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

s e r v i c e s ,  a n d  o f  b u s i n e s s  r e g u l a t i o n ,  a n d  t h e  e x e c u t i v e  d i r e c t o r  o f  t h e
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■ The CHEP-2 Program requL. j that eligibility for benefits be terminated each 

June 30, or when the patients become 65 years of age. As of September 1, 1978, 

no cases were yet eligible for Fiscal Year 1979 CHEPP-2 benefits, probably because 

the deductible was not yet met.

The application dates and case status in relation to number of cases is shown 

below.

APPLICATION DATE NUMBER OF CASES AND STATUS
OPENED DENIED TOTAL

C H E P P - 2  C a s e l o a d

1977: September 3 0 3

October 2 1 3

November 2 0 2

December 0 0 0

1978: January 0 0 0

February 2 0 2

March 1 0 1

April 0 0 0

May 2 0 2

Eleven patients remained eligible through June 30, 1978; one patient died in 

May, 1978.

Current CHEPP-2 Costs 

Costs to Patients

The twelve CHEPP-2 patients paid a total of $39,935.<+0 for nursing home care 

in order to meet the program deductible. Any health care services, other than



E X P L A N A T I O N

T h i s  a c t  e s t a b l i s h e s  t h e  R h o d e  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 ,  

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

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

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

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

A r t i c l e  I  e n t i t l e s ,  e a c h  p e r s o n  t o  a c c e s s  t o  h e a l t h  s e r v i c e s  w h i c h  a r e  

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

h e a l t h  c o s t s  t h r o u g h  " q u a l i f i e d  p r o g r a m s "  a s  d e f i n e d .  I t  a l s o  d e f i n e s  t h e  

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

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

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

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

n a n c e  o r g a n i z a t i o n s  t o  e m p l o y e e s  i n  a n y  h e a l t h  b e n e f i t s  p l a n  w h i c h  t h e y  o f f e r .

A r t i c l e  I I  r e q u i r e s  a l l  i n s u r e r s  a n d  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n s  t o  

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

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

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

s u b j e c t  t o  r e v i e w  b y  t h e  d i r e c t o r  o f  b u s i n e s s  r e g u l a t i o n .  I n s u r e r s  a r e  

r e q u i r e d  t o  o f f e r  p l a n s  m e e t i n g  m i n i m u m  s t a n d a r d s  o n  a  n o n - d i s c r i m n a t o r y  

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

e q u i t a b l e ,  n o n - d i s c r i m n a t o r y  a n d  i n  t h e  p u b l i c  i n t e r e s t .  A  f a c i l i t y  r e i n ­

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

b u r d e n  t o  e i t h e r  t h e  c a r r i e r s  c r  t h e  i n s u r e d .

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

a n d  d e v e l o p m e n t  p u r p  ' s  o r  f o r  p r o m o t i o n  o f  h e a l t h  c a r e  o r  n e w  s y s t e m s  o f  

h e a l t h  d e l i v e r y .

A r t i c l e  I V  p r o v i d e s  f o r  a d m i n i s t r a t i o n  o f  t h e  a c t .
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P R O JE C T E D  USAGE OF CH EPP  P R IO R  TO IM PLEM EN TA T IO N

During the three-year period prior to the enactment of C H E P P  legislation, 

l egislative staff obtained information and data from numerous s o u rces in o r d e r  

to a t t empt to project need, utilization and costs of a c a t a s t r o p h i c  health cas e  

p r o g r a m  in Minnesota. Information and data collected included: n a t i o n a l  and

M i n n e s o t a  m e d ical care cost increases ove r  time; data upon w h i c h  c o n g r e s s i o n a l  

bills were based; type of insurance coverage provided by large M i n n e s o t a  e m p l o y­

ers; n a t i o n a l  research estimates on catastrophic health e x penses; e s timates of 

M i n n e s o t a’s uninsured and underinsured population; review of c a t a s t r o p h i c  h e a l t h  

care coverage in o t h e r  states; and, data from a computer study done by the Tax 

Study C o m m ission regarding m e d ical deductions from 20,000 t ax r e t u r n s  for 197U.

During the years of data collection and analysis, it was r e c o g n i z e d  that 

data a v a i l a b l e  was fragmented, not at all conclusive; and allo w e d ,  at best, f o r  

only rough approximations of need, utilization and costs. S e v e r a l  e s timates on 

each o f  these subjects were made.

It appears that the two primary sources of data used in p r o j e c t i n g , c o s t  a n d  

u tiliz a t i o n  for a Minnesota catastrophic health program were the Tax Study 

Com m i s s i o n  reports and the actual experience of Rhode Island's C a t a s t r o p h i c  H ealth 

Insurance Plan which became effective in 1975.

The Tax Study Commission resulted in the estimates and p r o j e c t i o n s  for a 

Minn e s o t a  program as follows:
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Minnesota’s actual experience with the CHEP Program, as has been shown, is 

considerably different than wnat was projected. In fact, the present experience 

appears to parallel the initial experiences of Rhode Island's program.

The following is information on Rhode Island's Program:

FY '75 FY'76 F Y f77 FY'78

Total Budget $1,500,000 $980,568 $1,362,489 $1,426,852

Claim Expenditures $ 197,946 $682,532 1,095,937 $1,537,761

Eligible Families 58 133 173 396

New Applications 176 N/A N/A 257

Since the inception of Rhode Island's program, "mental disorders" have been 

the primary diagnostic category reported by families. With the exception of this 

category, the ranking of the rest of the diagnostic categories appears to be 

similar to Minnesota's experience.
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T H E  F O L L O W I N G  P A G E S  W E R E  T R E A T E D  A S  

A  U N I T  IN T H E  O R I G I N A L  FILE,



SUMMARY OF 1976 COMPREHENSIVE HEALTH INSURANCE ACT
C h a p t e r  296 ,  M i n n e s o t a  Laws o f  1976
Amended by  C h a p t e r  4 09 ,  M i n n e s o t a  Laws o f  1977

Obj e c t i v e s

The 1976 law  c o n s i s t s  o f  t h r e e  a r t i c l e s :  A r t i c l e  I  ( a )  e s t a b l i s h e s
m in im a l  s t a n d a r d s  f o r  h e a l t h  i n s u r a n c e  p o l i c i e s  a n d  (b)  c r e a t e s  
t h e  C o m p re h e n s iv e  H e a l t h  A s s o c i a t i o n  w h ic h  a d m i n i s t e r s  a  " s t a t e  
i n s u r a n c e  p o o l "  f o r  p e r s o n s  who a r e  u n a b l e  t o  buy i n s u r a n c e  b e c a u s e  
o f  e x i s t i n g  h e a l t h  p r o b l e m s .  The o b j e c t i v e  o f  t h i s  a r t i c l e  i s  t o  
u p g r a d e  h e a l t h  i n s u r a n c e  p o l i c i e s  and  t o  i n c r e a s e  t h e  a v a i l a b i l i t y  
o f  h e a l t h  i n s u r a n c e .

A r t i c l e  I I  e s t a b l i s h e s  a h o s p i t a l  r a t e  r e v i e w  s y s t e m .  T h i s  p r o ­
v i s i o n  r e q u i r e s  l i c e n s e d  h o s p i t a l s  t o  be  s u b j e c t  t o  r a t e  r e v i e w  by 
an a p p r o v e d  v o l u n t a r y ,  p e e r  r e v i e w  o r g a n i z a t i o n .  The D e p a r t m e n t  o f  
H e a l t h  i s  a u t h o r i z e d  t o  " p u b l i c l y  r e v i e w  and  comment" on t h e  r a t e s  
c h a r g e d  by  h o s p i t a l s .  The o b j e c t i v e  o f  t h i s  a r t i c l e  i s  t o  r e d u c e  
r a t e s  c h a r g e d  by h o s p i t a l s  by  m o n i t o r i n g  t h o s e  c h a r g e s  v i a  a r a t e  
r e v i e w  s y s t e m .

A r t i c l e  I I I  p r o v i d e s  f i n a n c i a l  a s s i s t a n c e  t o  p e r s o n s  who i n c u r  h i g h  
m e d i c a l  e x p e n s e s .  The C a t a s t r o p h i c  H e a l t h  E x p ense  P ro g ra m  i s  d e ­
s i g n e d  t o  p r o t e c t  h o u s e h o l d s  f ro m  b e i n g  b a n k r u p t e d  by m e d i c a l  c a r e  
e x p e n s e s .

Summary

A r t i c l e  I  - M i n n e s o t a  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  A c t  o f  1976
V

P a r t  A - Minimum b e n e f i t s  f o r  h e a l t h  i n s u r a n c e  c o v e r a g e  

D u t i e s  o f  I n s u r a n c e Companies

A l l  h e a l t h  i n s u r e r s  d o i n g  b u s i n e s s  i n  t h e  S t a t e  o f  M i n n e s o t a  a r e  
r e q u i r e d  t o  o f f e r  a " q u a l i f i e d "  h e a l t h  p o l i c y  t o  a p p l i c a n t s  f o r  i n ­
s u r a n c e .  The a r t i c l e  d e f i n e s  t h r e e  l e v e l s  o f  " q u a l i f i e d "  p l a n s - -  
num ber  one  ( l o w ) ,  number  two ( s t a n d a r d ) ,  and  number  t h r e e  ( h i g h ) .  
The minimum b e n e f i t s  o f  a  number t h r e e  p l a n  " s h a l l  be  e q u a l  t o  a t  
l e a s t  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  do es  n o t  e x c e e d  $ 1 5 0 . "  Tho c o v e r a g e  s h a l l  
a l s o  i n c l u d e  a l i m i t a t i o n  o f  $3000 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  c o v e r e d  s e r v i c e s .  The maximum l i f e t i m e  b e n ­
e f i t  c a n n o t  be  l e s s  t h a n  $ 2 5 0 , 0 0 0 .  The a r t i c l e  a l s o  i t e m i z e s  t h e  
s e r v i c e s  t o  be  c o v e r e d  by t h e  " q u a l i f i e d "  p l a n .  The t h r e e  l e v e l s  
o f  " q u a l i f i e d "  p l a n s  v a r y  o n l y  i n  t h e  amount o f  d e d u c t i b l e  r e q u i r e d  
number  t h r e e  - $150;  num ber  two -  $500;  and  number  one  - $1000.
A h e a l t h  m a i n t e n a n c e  p l a n  i s  d e f i n e d  as  a number t h r e e  q u a l i f i e d  
p l a n .  I n s u r e r s  a r e  n o t  p r o h i b i t e d  f rom  d e v e l o p i n g  and s e l l i n g  an 
" u n q u a l i f i e d "  p l a n ,  h o w e v e r ,  t h e  i n s u r a n c e  c o m p an ie s  m u s t  " a f f i r m a ­
t i v e l y "  o f f e r  c o v e r a g e  f o r  m a j o r  m e d i c a l  e x p e n s e s  t o  an  a p p l i c a n t  
f o r  a new " u n q u a l i f i e d "  p l a n .  T h i s  m a jo r  m e d i c a l  c o v e r a g e  s h a l l  be 
p a y a b l e ,  s u b j e c t  t o  any c o p a y m e n t ,  up t o  a maximum l i f e t i m e  l i m i t  
o f  $ 2 5 0 ,0 0 0  f o r  o u t - o f - p o c k e t  e x p e n s e s  i n c u r r e d  w i t h i n  a c a l e n d a r  
y e a r ,  e x c e e d i n g  $5000.



Any i n s u r a n c e  company i s s u i n g  a  M e d ic a r e  s u p p l e m e n t  p l a n  s h a l l  o f f e r  
a " q u a l i f i e d "  M e d ic a r e  s u p p l e m e n t  p l a n  t o  e a c h  e l i g i b l e  a p p l i c a n t .
A p l a n  i s  deemed " q u a l i f i e d "  i f  i t  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  co p ay m en t  r e q u i r e d  u n d e r  M e d i c a r e  and  80 p e r ­
c e n t  o f  t h e  c h a r g e s  f o r  " q u a l i f i e d  p l a n "  c o v e r e d  s e r v i c e s  w h ic h  a r e  
n o t  p a i d  by  M e d i c a r e .  T h i s  p l a n  i n c l u d e s  a $1000 p e r  p e r s o n  l i m i t  
on 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 .

* N o te :  As o f  J u l y  1,  1 979 ,  c o v e r e d  s e r v i c e s  m u s t  i n c l u d e  a  s e c o n d
o p i n i o n  on s u r g i c a l  p r o c e d u r e s  e x p e c t e d  t o  c o s t  a  t o t a l  o f  $500 
o r  m ore .

D u t i e s  o f  E m p lo y ers

E ach  e m p l o y e r  who makes a v a i l a b l e  t o  h i s  e m p lo y e e s  a h e a l t h  i n s u r ­
a n c e  p l a n  m u s t  o f f e r  a t  l e a s t  a  number  two p l a n .  The e m p lo y e r  does  
n o t  n e c e s s a r i l y  h a v e  t o  f i n a n c e  t h e  q u a l i f i e d  p l a n .  I t  can  be f i ­
n a n c e d  f rom  f u n d s  c o n t r i b u t e ^  s o l e l y  by t h e  e m p lo y e r  o r  s o l e l y  by 
t h e  e m p lo y e e s ;  o r  a  c o m b i n a t i o n  t h e r e o f .  F o r  t h e  p u r p o s e s  o f  t h i s  
a r t i c l e ,  an e m p lo y e r  i s  d e f i n e d  a s  e m p lo y in g  t e n  o r  more r e s i d e n t s  
o f  t h e  s t a t e .  The e m p l o y e r  may s u p p l e m e n t  t h e  e x i s t i n g  h e a l t h  p l a n  
i n  o r d e r  t o  m ee t  t h e  num ber  two p l a n  r e q u i r e m e n t .

The p e n a l t y  f o r  n o n c o m p l i a n c e  i s  t h e  e x c l u s i o n  o f  t h e  e m p l o y e r ' s  
c o s t s  f o r  h e a l t h  b e n e f i t s  a s  a s t a t e  income d e d u c t i o n .  A n o n - p r o f i t  
e m p lo y e r  would  l o s e  i t s  t a x  exem pt  s t a t u s  i f  t h e  r e q u i r e m e n t  i s  n o t  
m e t .

Any e m p lo y e r  w i t h  100 o r  more e m p lo y ee s  m u s t  o f f e r  a  d u a l  o p t i o n  
t o  o b t a i n  e i t h e r  an  a c c i d e n t  and  h e a l t h  i n s u r a n c e  p o l i c y  o r  a h e a l t h  
m a i n t e n a n c e  o r g a n i z a t i o n  c o n t r a c t ,  i f  one  i s  a v a i l a b l e .

C o n v e r s i o n  P r i v i l e g e s

The law  r e q u i r e s  g ro u p  a c c i d e n t  and  h e a l t h  i n s u r a n c e  p o l i c i e s  and  
h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  c o n t r a c t s  to  i n c l u d e  t h e  r i g h t  t o  
c o n v e r t  t o  an i n d i v i d u a l  c o v e r a g e  " q u a l i f i e d "  p l a n  w i t h o u t  t h e  
a d d i t i o n  o f  u n d e r w r i t i n g  r e s t r i c t i o n s .  The p e r s o n  l e a v i n g  t h e  g ro u p  
h a s  30 days  i n  w h ich  t o  e x e r c i s e  h i s  r i g h t  t o  c o n v e r t .

Each  h e a l t h  i n s u r a n c e  p l a n  m us t  a l s o  i n c l u d e  a p r o v i s i o n  a l l o w i n g ,  
upon  Che d e a t h  o f  an  i n s u r a n c e  h o l d e r ,  o t h e r  i n d i v i d u a l s  c o v e r e d  
u n d e r  t h e  p l a n  t o  c o n t i n u e  c o v e r a g e .

P a r t  B - C o m p reh e n s iv e  H e a l t h  I n s u r a n c e  P l a n

A r t i c l e  I  a l s o  c r e a t e s  t h e  C o m p re h e n s iv e  H e a l t h  A s s o c i a t i o n  w h ic h  
m u s t  o f f e r  p o l i c i e s  w h ic h  p r o v i d e  t h e  b e n e f i t s  o f  a  num ber  one  
q u a l i f i e d  p l a n ,  a number  two q u a l i f i e d  p l a n ,  a n d  a q u a l i f i e d  M ed i­
c a r e  s u p p le m e n t  p l a n  t o  i n d i v i d u a l s  who c a n n o t  o t h e r w i s e  o b t a i n  
s t a n d a r d  i n s u r a n c e  c o v e r a g e  b e c u a s e  o f  h e a l t h  p r o b l e m s .  The A s s o ­
c i a t i o n  i s  c o m p r i s e d  o f  a l l  i n s u r e r s ,  s e l f  i n s u r e r s ,  f r a t e m a l s , 
a n d  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n s  d o i n g  b u s i n e s s  i n  M i n n e s o t a .  
T h ese  P o l i c i e s  a r e  r e f e r r e d  t o  a s  t h e  C o m p re h e n s iv e  H e a l t h  I n s u r ­
a n c e  P i a n  o r  S t a t e  P l a n .



C o m p re h e n s iv e  H e a l th  In s u ra n c e  P la n

The C o m p reh e n s iv e  H e a l t h  A s s o c i a t i o n  i s  r e s p o n s i b l e  f o r  s e l e c t i n g  
a  w r i t i n g  c a r r i e r  t o  a d m i n i s t e r  t h e  C o m p re h e n s iv e  H e a l t h  I n s u r a n c e  
P l a n .  The A s s o c i a t i o n  may s e l e c t  s e p a r a t e  w r i t i n g  c a r r i e r s  f o r  
e a c h  t y p e  o f  " q u a l i f i e d "  p l a n .

The s t a t e  p l a n  i s  o p en  f o r  e n r o l l m e n t  a t  a l l  t i m e s .  An e l i g i b l e  
p e r s o n  may a p p l y  t o  t h e  A s s o c i a t i o n  o r  t o  t h e  w r i t i n g  c a r r i e r .  F o r  
t h e  f i r s t  18 m on ths  o f  t h e  p l a n ' s  o p e r a t i o n ,  p rem iums w e re  d e t e r m i n e d  
b y  a v e r a g i n g  t h e  premium r a t e s  c h a r g e d  by  t h e  f i v e  l a r g e s t  i n s u r e r s  
i n  e a c h  p l a n  c a t e g o r y .  S u b s e q u e n t  p rem ium  d e t e r m i n a t i o n  w i l l  be  
b a s e d  on a c t u a r i a l  e x p e r i e n c e .  Not  more t h a n  12.5% o f  t h e  premiums 
may b e - e x p e n d e d  by t h e  w r i t i n g  c a r r i e r  f o r  a d m i n i s t r a t i o n  c o s t s .

Each  member o f  t h e  A s s o c i a t i o n  i s  r e s p o n s i b l e  f o r  s h a r i n g  t h e  l o s s e s  
due t o  c l a i m  e x p e n s e s  o f  t h e  s t a t e  p l a n .  Members s h a l l  s h a r e  t h o s e  
c o s t s  on a  p r o - r a t e d  b a s i s ,  d e t e r m i n e d  a s  a  r a t i o  o f  premiums r e ­
c e i v e d  by a member t o  t h e  t o t a l  amount o f  t o t a l  prem iums r e c e i v e d  
by t h e  A s s o c i a t i o n  m embers .

I f  t h e r e  a r e  any  n e t  g a i n s  f ro m  t h e  o p e r a t i o n  o f  t h e  s t a t e  p l a n ,  
i t  s h a l l  be u s e d  t o  o f f s e t  f u t u r e  l o s s e s  o r  r e d u c e  p rem ium s .

P u b l i c  E d u c a t i o n

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

R e f e r r a l  Fee

The w r i t i n g  c a r r i e r  s h a l l  pay  an  a g e n t ' s  r e f e r r a l  f e e  o f  $25 t o  e a c h  
a g e n t  who r e f e r s  an  a p p l i c a n t  t o  t h e  s t a t e  p l a n .  T h i s  f e e  i s  i n ­
c l u d e d  i n  t h e  12.5% a d m i n i s t r a t i o n  e x p a n s e  l i m i t .

P r e - E x i s t i n g  C o n d i t i o n  C l a u s e

An e n r o l l e e  o f  t h e  s t a t e  p l a n  i s  n o t  c o v e r e d  f o r  any  p r e - e x i s t i n g  
c o n d i t i o n  d u r i n g  t h e  f i r s t  s i x  m o n th s  o f  c o v e r a g e  i f  t h e  c o n d i t i o n  
was d i a g n o s e d  o r  t r e a t e d  w i t h i n  90 day s  p r i o r  t o  t h e  f i l i n g  o f  an 
a p p l i c a t i o n .

R e i n s u r a n c e

A member o f  t h e  A s s o c i a t i o n  may e l e c t  t o  r e i n s u r e  t h e  r i s k s  i n v o l v e d  
w i t h  b e i n g  r e o u i r e d  t o  o f f e r  ( a )  i n d i v i d u a l  q u a l i f i e d  p l a n s ,  (b)  
g ro u p  c o n v e r s i o n s ,  ( c )  g ro u p  q u a l i f i e d  p l a n s  w i t h  f e w e r  t h a n  50 
m embers ,  o r  (d )  m a j o r  m e d i c a l  c o v e r a g e .  The member w o u ld  be  r e i n s u r e d  
t h r  ugh t h e  A s s o c i a t i o n .  The A s s o c i a t i o n  a d m i n i s t e r s  t h e  p o l i c i e s  
t h a t  a r e  r e i n s u r e d  by a member.  Any income i n  e x c e s s  o f  t h e  c o s t s  
i n c u r r e d  f o r  p r o v i d i n g  t h e  r e i n s u r a n c e  s e r v i c e  s h a l l  be  u s e d  t o  o f f ­
s e t  l o s s e s  i n  t h e  s t a t e  p l a n  o r  r e d u c e  t h e  p rem ium s .

A r t i c l e  I I  - H o s p i t a l  A d m i n i s t r a t i o n  A c t

A r t i c l e  I I  e s t a b l i s h e s  a s y s t e m  by  w h ic h  h o s p i t a l  r a t e s  a r e  r e v i e w e d .
A l i c e n s e d  h o s p i t a l  may a g r e e  t o  s u b m i t  i t s  f i n a n c i a l  r e p o r t s  and  
r a t e  s c h e i u l e s  t o  a  v o l u n c a r y ,  n o n - p r o f i t  r a t e  r e v i e w  o r g a n i z a t i o n



» , 
f o r  r e v i e w .  I f  t h e  h o s p i t a l  d o e s  n o t  r e p o r t  t o  t h i s  r a t e  r e v i e w  
o r g a n i z a t i o n ,  i t  w i l l  b e  s u b j e c t  t o  r e v i e w  by  t h e  D e p a r tm e n t  o f  
H e a l t h ,  t h e  a d m i n i s t r a t i v e  a g e n c y  f o r  t h i s  a c t .

The D e p a r t m e n t  o f  H e a l t h  s h a l l  p r e s c r i b e  s t a n d a r d s  f o r  p u r p o s e s  o f  
a p p r o v i n g  a r a t e  r e v x e w  o r g a n i z a t i o n .  The D e p a r tm e n t  i s  a u t h o r i z e d  
t o  c o l l e c t  f i n a n c i a l  i n f o r m a t i o n  w h ic h  i n c l u d e s  ( a )  a  b a l a n c e  s h e e t ,
(b)  a s t a t e m e n t  o f  income a n d  e x p e n s e s ,  ( c )  a copy  o f  t h e  m ost  r e ­
c e n t  M e d i c a r e  c o s t  r e p o r t ,  a n d  (d)  a  s c h e d u l e  o f  r a t e s .  The D e p a r t ­
m en t  a l s o  h a s  t h e  r i g h t  t o  i n s p e c t  h o s p i t a l  r e c o r d s  and  a u d i t s .  Any 
m o d i f i c a t i o n s  t o  a - h o s p i t a l ' s  r a t e  s c h e d u l e  m u s t  be  r e p o r t e d  t o  t h e  
D e p a r t m e n t  o f  H e a l t h  60 d ay s  i n  a d v a n c e  o f  t h e i r  e f f e c t i v e  d a t e .  I f  
a  h o s p i t a l  i s  s u b j e c t  t o  r e v i e w  by  t h e  D e p a r tm e n t  o f  H e a l t h ,  t h e  
D e p a r t m e n t  may c o n d u c t  a  p u b l i c  h e a r i n g  on any  r a t e  i n c r e a s e s  w h ic h  
t h e y  c o n s i d e r  e x c e s s i v e  a n d  may p u b l i c l y  comment on  any  i n c r e a s e .

I n s u r a n c e  R a te s

T h i s  a r t i c l e  a l s o  r e q u i r e s  a c t u a r i a l  j u s t i f i c a t i o n  o f  any  premium 
i n c r e a s e  f o r  a  n o n g ro u p  p o l i c y  a t  t h e  t im e  o f  f i l i n g  t h e  i n s u r a n c e  
p l a n  w i t h  t h e  C o m m is s io n e r  o f  I n s u r a n c e .

A n o t h e r  p r o v i s i o n  d i r e c t s  t h e  C o m m is s io n e r  o f  I n s u r a n c e  t o  d i s a p p r o v e  
a  f i l e d  h e a l t h  p l a n  " i f  t h e  p r o p o s e d  premium r a t e  i s  e x c e s s i v e  b e ­
c a u s e  t h e  i n s u r e r  h a s  f a i l e d  t o  e x e r c i s e  r e a s o n a b l e  c o s t  c o n t r o l . "

A r t i c l e  I I I  - C a t a s t r o p h i c  H e a l t h  E x p en se  P r o t e c t i o n  A c t

T h i s  p r o g r a m  o f f e r s  f i n a n c i a l  r e l i e f  t o  h o u s e h o l d s  w h ic h  i n c u r  
l a r g e  m e d i c a l  e x p e n s e s .  The s t a t e  w i l l  pay  f o r  907o o f  " q u a l i f i e d "  
e x p e n s e s ,  f o r  w h ic h  no t h i r d  p a r t y  i s  l i a b l e ,  i n  e x c e s s  o f  a t h r e s h ­
o l d  f i g u r e  w h ic h  i s  c a l c u l a t e d  by an  i n c o m e - r e l a t e d  f o r m u l a .  " Q u a l ­
i f i e d "  e x p e n s e s  a r e  t h o s e  c h a r g e s  f o r  c o v e r e d  s e r v i c e s  i t e m i z e d  as  
minimum b e n e f i t s  i n  t h e  C o m p re h e n s iv e  H e a l t h  I n s u r a n c e  A c t  ( A r t i c l e  
I).

The abo v e  m e n t i o n e d  f o r m u l a  i s  a s  f o l l o w s :  ( a )  c a l c u l a t e  407. o f
h o u s e h o l d  income up t o  $ 1 5 , 0 0 0 ,  p l u s  507. o f  h o u s e h o l d  income up t o  
$ 2 5 ,0 0 0 ,  p l u s  607. o f  h o u s e h o l d  income i n  e x c e s s  o f  $ 2 5 ,0 0 0 ;  o r ,
(b)  $ 2 , 5 0 0 ,  w h i c h e v e r  i s  g r e a t e r .  I f ,  f o r  e x a m p le ,  t h e  h o u s e h o l d  
incom e i s  $ 1 0 ,0 0 0  t h e  t h r e s h o l d  f i g u r e  i s  $4000.  I n  t h i s  c a s e  t h e  
s t a t e  w o u ld  p ay  907» o f  " q u a l i f i e d "  e x p e n s e s  i n  e x c e s s  o f  $4000.

N u r s i n g  Home P r o v i s i o n

The 1977 L e g i s l a t u r e  amended t h e  C a t a s t r o p h i c  A c t  t o  p r o v i d e  a s s i s ­
t a n c e  t o  p e r s o n s  u n d e r  t h e  a g e  o f  65 who h a v e  r e s i d e d  i n  a n u r s i n g  
home f o r  m o re  t h a n  t h r e e  y e a r s .  The s t a t e  w i l l  p a y  f o r  a l l  n u r s i n g  
home e x p e n s e s  w h ic h  e x c e e d  20% o f  h o u s e h o l d  incom e.

R e a s o n a b l e n e s s  o f  R a t e s

The C o m rr is s io n e r  o f  P u b l i c  W e l f a r e  i s  g r a n t e d  t h e  a u t h o r i t y  t o  d e t ­
e r m i n e  t h e  r e a s o n a b l e n e s s  o f  p r o v i d e r  c h a r g e s .  The C o m m iss io n e r  may 
a l s o  d e t e r m i n e  t h e  " m e d i c a l  n e c e s s i t y "  o f  a  h e a l t h  s e r v i c e .  I n  o r d e r  
t o  c a r r y  o u t  t h a t  a u t h o r i t y ,  t h e  C o m m iss io n e r  may c o n t r a c t  w i t h  a 
p r o f e s s i o n a l  s t a n d a r d  r e v i e w  o r g a n i z a t i o n  t o  make t h e s e  d e t e r m i n a t i o n s .
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E x p e r ie n c e

The s t a t e  p l a n  w e n t  i n t o  e f f e c t  on J a n u a r y  1, 1977. As o f  J u n e  
30 ,  1978,  t h e  p l a n  h a d  1 ,0 7 4  p o l i c i e s  i n  f o r c e .  The t o t a l  p r e ­
miums e a r n e d  f o r  t h e  f i r s t  18 m o n th s  o f  t h e  p l a n ' s  o p e r a t i o n  was 
$ 4 4 1 , 1 0 7 . 7 3 .  As i n d i c a t e d  e a r l i e r ,  t h e  premium r a t e  f o r  t h i s  t im e  
p e r i o d  was b a s e d  on t h e  a v e r a g e  o f  p rem iums c h a r g e d  by t h e  f i v e  
l a r g e s t  i n s u r e r s  i n  e a c h  c a t e g o r y .  The t o t a l  c l a i m s  p a i d  f o r  t h i s  
p e r i o d  i s  $ 3 9 2 , 4 1 2 . 9 3 .  A r e s e r v e  f o r  i n c u r r e d  b u t  n o t  r e p o r t e d  
c l a i m s  h a s  b e e n  s e t  a t  $ 2 2 0 ,0 0 0 .

The 1978 S t a t e  L e g i s l a t u r e  a p p r o p r i a t e d  $ 2 0 0 ,0 0 0  t o  r e i m b u r s e  t h e  
C o m p re h e n s iv e  H e a l t h  A s s o c i a t i o n  f o r  t h e  f i r s t  $ 2 0 0 ,0 0 0  o f  c l a i m s  
e x p e n s e s  i n c u r r e d  a f t e r  J u n e  30 ,  1978 w h i c h  a r e  i n  e x c e s s  o f  e a r n e d  
p rem iu m s .  The prem ium  w i l l  be  d e t e r m i n e d  by g e n e r a l l y  a c c e p t e d  
a c t u a r i a l  p r i n c i p l e s  s u b s e q u e n t  t o  J u n e  30, 1978 e x c e p t  t h a t  t h e  
new premium r a t e  c a n n o t  e x c e e d  125% o f  t h e  a v e r a g e  premium c h a r g e d  
b y  t h e  f i v e  l a r g e s t  i n s u r e r s  i n  e a c h  p o l i c y  c a t e g o r y .  T h i s  premium 
l i m i t  was e n a c t e d  by  t h e  1978 L e g i s l a t u r e .

A r t i c l e  I I  - H o s p i t a l  A d m i n i s t r a t i o n  A c t

A l l  l i c e n s e d  h o s p i t a l s  h a v e  o p t e d  t o  be  s u b j e c t  t o  r e v i e w  by a 
v o l u n t a r y ,  n o n - p r o f i t  r a t e  r e v i e w  o r g a n i z a t i o n .  T h i s  i s  t h e  p e e r  
r e v i e w  o r g a n i z a t i o n  o f  t h e  M i n n e s o t a  H o s p i t a l  A s s o c i a t i o n .  I t  i s  
e s t i m a t e d  t h a t  i f  t h e  h o s p i t a l s  comply  t o  t h e  p r o p o s e d  b u d g e t s  d e v ­
e l o p e d  t h r o u g h  r a t e  r e v i e w  t h e  i n c r e a s e  i n  h o s p i t a l  c h a r g e s  w i l l  be  
b e tw e e n  107„ t o  11% co m p ared  t o  a n  h i s t o r i c a l  i n c r e a s e  o f  n e a r l y  
14% p e r  y e a r .

A r t i c l e  I I I  - C a t a s t r o p h i c  H e a l t h  E xp en se  P r o t e c t i o n  A c t

T h i s  A r t i c l e  w en t  i n t o  e f f e c t  J u l y  1, 1977.  E i g h t e e n  m i l l i o n  d o l l a r s  
was a p p r o p r i a t e d  f o r  t h e  b i e n n i u m  1978-1979  f o r  t h e  m e d i c a l  c a r e  
p o r t i o n  o f  t h e  p r o g r a m .  $ 9 0 0 ,0 0 0  was a p p r o p r i a t e d  f o r  t  r, n u r s i n g  
home s e c t i o n .  To d a t e  t h e r e  h a v e  b e e n  148 a p p r o v e d  a p p l i c a t i o n s  
f o r  t h e  m e d i c a l  c a r e  p r o g r a m  f o r  an e x p e n d i t u r e  o f  $ 4 4 1 ,2 9 9 .  Fo r  
f i s c a l  y e a r  1978,  t w e l v e  a p p l i c a t i o n s  w e re  a p p r o v e d  f o r  t h e  n u r s i n g  
home e x p e n s e  p r o g r a m ,  t o t a l i n g  $55 3 2 3 .6 5 .

A r t i c l e  I  -  C o m p re h e n s iv e  H e a l th  In s u r a n c e  P la n



AN ANALYSIS OF THE DEPARTMENT OF 

PUBLIC W E L FARE’S CATASTROPHIC 
HEALTH EXPENSE PROTECTION FROGRAM

r,

Prepared by:

Office of Folicy Analysis and Plannin 
Department of Public Welfare 

October 31, 1978



T A B L E  O F  C O N T E N T S

Page
Catastrophic Health Expense

Protection Program Summary 1

General Description of CKEPP 3

County Referrals to CHEPP 5

CHEPP-1

Introduction 7

Patient Characteristics 7

Providers Utilized 15

Caseload 15

Costs 18

Projections 19

CHEPP-2

Introduction 21

Patient Characteristics 21

County Referrals 23

Caseload 24

Costs 24

Projections 25

Projected CHEPP Usage Prior to Its Implementation 26

Factors Impeding CHEPP Usage 29

Recommendations 31



CATASTROPHIC HEALT? EXPENSE PROTECTION PROGRAM (CHEPP) SUMMARY

CHEPP-1 and CHEPP-2

V u r i n g  t h z  1 4 - m o n th  p z x i o d .  J u t y  1 , 1977 t h r o u g h  A u g u s t  3 1 , 1 9 7 8 :

— 151 individuals participated in CHEPP

— $524,812 in state funds were paid under CHEPP; $307,574 was paid 
during Fiscal Year 1978

— £4 out of the 87 counties have taken CHEPP applications 

CHEPP-1

V u J U n g  t h z  1 4 - m o n th  p z r i o d  J u l y  1 , 1977 t h r o u g h  A u g u s t  3 1 , 1 9 7 8 :

— 62 counties have taken CHEPP-1 applications

— 173 CHEPP-1 applications were taken; 149 were eligible and opened,

22 were denied and 2 are "pending"

— 149 eligible CHEPP-1 cases 345 individuals— 149 patients and their 

dependents

— almost two-thirds of the 149 patients were between *'5 and 65 years of age

— 58 percent of the patients were female; the majority of the patients were 

females between the ages of 45 and 65 years

— one-half of the patients had either cancer or a heart condition

- t w o - t h i r d s  of the case3 listed farmer, own business, or retired as occupation

— almost one-half of the patients had no health care coverage of any type; of 
these, two-thirds were farmers, small businessmen and skilled laborers

— incomes ranged from $0 to $28,000

— 87 percent of all cases had federal adjusted gross incomes of less than $15,000, 
while 41 percent of the cases had federal adjusted gross incomes between $5,000 

and $10,000

— the deductible ranged from $2,500 to $12,881

— 43 percent of the cases paid the minimum out-of-pocket expnnses of $2,500 to 

meet the deductible

— the 149 patients paid (or owe) a total of $5:-*,775 to meet the CHEPP-1 deductible

— state payments to providers totalled $469,489; of this $252,351 was paid during 

Fiscal Year 1978



— given the present application rate, fewer cases can be expected to be opened 
in Fiscal Year 1979, as compared :o Fiscal Year 1978

— unless this trend changes, costs to the state for providers' services should 
drop significantly in Fiscal Year 1980

P r o je c t i o n s :

CHEPP-2

D u r i n g  t h e  p e r i o d  J u l y  1 , 1977 t h r o u g h .  J u n e  3 0 , 1 97 8 :

— 10 different counties took CHEPP-2 applications
t

— 13 CHEPP-2 applications were taken; one was denied 

— patients ranged from 50 to 65 years of age 

— three-quarters of the patients were females

— three-quarters of the patients had a diagnosis of eitner multiple sclerosis 
or stroke

—  50 percent of the patients had been in nursing homes from 3 to 5 years; the 
others from 5 to 15 years

— over one-ha...! of the patients had no health care coverage

— incomes ranged from $1,500 to $30,000

— 6 of the 12 patients bad incomes between $12,000 and $16,000 

— the deductible ranged from $310 to $6,094

— two-thirds of the patients paid $2,000 to $4,000 out-of-pocket expenses to
meet the 20 percent CHEPP-2 deductible

— the 12 patients paid $39,935 to meet the CHEPP-2 deductible

— SS5,323 was paid by the state in Fiscal Year 1978 for the nursing home care 

of the 12 patients

P r o j e c t i o n s :

— the majority of the patients eligible in Fiscal Year 1978 will be eligible in 
the future; death or reaching age 65 will be the terminating factors rather
than income and the deductible as in CHEPP-1



THE CATASTROPHIC HEALTH EXPENSE PROTECTION PROGRAM (CHEPP)

General Description of CHEPP

The CHEF Program is comprised of two parts, CHEPP-1 and CHEPP-2, which 

differ significantly in their requirements and coverage.

The original CHEPP, later to be called CHEPP-1, became effective July 1,

1977 after enactment by 1976 legislation (M.S. 62E.51 to H.S. 62E.55). Basically, 

CHEPP-1 may cover expenses for the following services for Minnesota residents 

when received on or after July 1, 1977:

1. hospital services
2. physician and physician-directed services excluding 

outpatient mental or dental
3. prescription drugs
4. nursing home care for not more than 120 days per year 

if placement occurs within 14 days following a hospital 
stay of at least 3 days for the same condition (skilled 

nursing facility only)
5. home health agency (up to 180 visits per year)
6. radium or other radioactive materials

7. oxygen
8. anesthetics
9. prostheses

10. rental or purchase of durable medical equipment

11. X-rays and laboratory tests
12. oral surgery (under specific conditions)

13. physical therapy
1 4 . ambulance to nearest qualified health care institution

The above services are covered when an individual owes for himself and 

any dependents an amount, incurred in any 12 consecutive months, exceeding:

40% of household income up tJ $15,000

plus 50% of household income between $15,000 and $25,000

plus 60% of household income in excess of $25,000;

or $2500, whichever is greater.

Since CHEPP eligibility is based on household income, it provides an option

to reducing assets in order to become eligible for Medicaid or general assistance

medical care, i.e. eligible families can retain their $70,000 in a savings account

o r  the  $200,000 fa rm .



There can be no third party which is liable for these expenses. Income 

basically means the federal adjusted gross income; income for the calendar year 

preceding the year in which a CHEPP application is filed is used to determine 

eligibility. If an applicant becc es an eligible person, s/he is responsible 

for a 10 percent co-payment on covered services, with the state paying 90 percent 

of qualified expenses. Eligibility includes t dependents of an eligible person 

and runs for 12 months starting on the first day of the month and year of the 

earliest service resulting in expenses used to satisfy the deductible. Eight 

million dollars were appropriated for Fiscal Year 1978 and ten million dollars for 

Fiscal Year 1979.

In 1977, the above CHEPP legislation was amended to include "qualified nursing 

home expense." This additional coverage with separate requirements for eligibility 

became known as CHEPP-2. This segment of CHEPP covers all nursing home expenses 

incurred on or after July 1, 1977, in excess of 20 percent of household income 

(preceding the year in which an application is filed) for persons 64 years of age 

or younger in long-term care facilities. In order to be eligible, persons must 

have already received at least 36 months of continuous care in a long-term care 

facility. "Nursing home" is defined as a skilled nursing facility or intermediate 

care facility I. Eligibility is from the date of satisfaction of the deductible 

until June 30 or not later than the last day of the month in which the patient 

becomes 65 years of age. After the 20 percent deductible is met, the state pays 

the reasonable cost of the eligible person's nursing home care. This payment is 

made to the patient, patient's family, or the nursing home after the end of the 

state fiscal year. J.f insufficient funds are appropriated for CHEPP-2 expenses, 

the payable amount will be prorated to all eligible individuals. The amount 

appropriated for CHEPP-2 was $450,000 per year for Fiscal Years 1978 and 1979.

-  4 -



During the period July, 1977 through August, 1978, sixty-four counties have 

taken applications for CHEPP-1 and/or CHEPP-2, resulting in one of the three 

following initial determinations of case status: open, application pending, or

denied case. The total number of CHEPP case applications taken, with information 

on same piovided to the state, is 186 cases. Of these 186 cases from 64 different 

counties, 1-+9 cases were open for some period of time during the 14 months from

County R e fe rra ls  to  th e  CHEP Program

July, 1977 through August, 1973 for CHEPP-1. Twenty-two cases during this same 

period were denied eligibility for CHEPP-1, and two cases, according to the case 

information file, continue to have "application pending" status for CHEPP- 1.

Under CHEPP-2, twelve cases were open during the period July, 1977 through 

June, 1978. One additional applicant during that same period was denied 

eligibility.

The map on page 5 shows the total case activity of each county. Those 

counties with no CHEPP-1 or CHEPP-2 case activity as of September 1, 1978 are:

Aitkin
Beltrami

Chisago
Cook

Goodhue
Hubbard

Itasca
Kanabec
Kittson

Cottonwood

Lake
Lake of the Woods
Mahnomen

Mille Lacs
Mower
Nicollet

K oochich ing

Norman
Olmsted
Sibley
Steele
Wabasha

Wilkin





CHEPP-1

#

The information on CHEPP-1 usage and patient characteristics was obtained 

from 100 percent case record review covering the 14-month period of July, 1977 

through August, 1978. Discrepancies exist between information in the case 

records and that produced by the state computerized system. These discrepancies 

are typical of those found regarding other programs and are primarily due to 

inaccuracy, lack of updating information, or differences in defining data elements.

Patient Characteristics

During the 14-month period, July, 1977 through August, 1978, 149 cases were 

opened representing 345 individuals. Not all family members potentially eligible 

for CHEPP-1 have become eligible. At times, all family members are listed on the 

application but not on the case information file. Occasionally, some families 

chose to have only the "patient" eligible.

The following patient characteristics pertain only to the 149 individuals 

having catastrophic health expenses resulting in their (and their family's) 

eligibility for CHEPP-1. Characteristics of their eligible dependents are not 

included.

The age and sex of the 149 patients is a3 follows:

AGE AND SEX

In tro d u c t io n

AGE HALE FEMALE TOTAL PERCENT OF TOTAL

Under 21 years 7 2 9 r

21 - 44 years 14 16 30 20

45 - 64 years 37 58 95 64

65 and over 4 11 15 10

TOTALS 62 87______ 149 100



The preceding table shows that the majority (approximately 39%) of 

individuals eligible for CHEPP-1 are females between the ages of 45 and 65 

years and almost two-thirds of all patients are between U5 and 65 years of 

age.

Diagnostic information on the l*+9 patients, when available, was obtained 

from county information contained in the case file. Diagnoses were not 

verified; accuracy of this information cannot be determined since it was self- 

reported. The major diagnostic categories are as follows:

DIAGNOSIS NUMBER OF PATIENTS

Cancer
Heart conditions 
Accidents (fractures, b u m s )
Stroke
Gastrointestinal disorders (ulcers, 

Crohn's disease, pancreatitis) 
Genitourinary disorders (include 

kidney dialysis)
Resniratory disorders (asthma, emphysema)
Delivery/Newborn problems
Surgical joint repair
Psychiatric disorders
Arthritis and related problems
Liver diseases
Hernia
Multiple Sclerosis 
Cystic Fibrosis 
Chemical Dependency 
Cellulitis 
Phlebitis 
Unknown

TOTAL
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Cancer and heart conditions account for 50 percent of the diagnoses. At least 

75 percent of those eligible for CHEPP-1 have had catastrophic expenses resulting 

from treatment of a chronic disease.

Income information on the 149 cases eligible for CHEPP-1 was self-reported on 

the CHEPP-1 application. The income used for eligibility determination is the sum 

of the federal adjusted gross income and all nontaxable income of the husband, wife 

and dependent children 23 years of age and older for the calendar year prior to the 

year of application for CHEPP-1 benefits.

The incomes for CHEPP-1 cases ranged from $-2,189.00 to $28,135.00 per year. 

The table below shows number and percent of cases in relation to income ranges.

PERCENT OF
INCOME RANGES NUMBER OF CASES ALL CASES

Minus Income 6 4

$0 - 4,999 45 30.2

$5,000 - 9,999 61 41

$10,000 - 14,999 24 16

$15,000 - 19,999 8 5.4

$20,000 - 24,999 u 2.7

$25,000 - 28,135 1 .7

TOTALS 149 100.0

Approximately 87 percent of all the cases eligible for CHEPP-1 had incomes 

within the $0 to $15,000 range. The income range with the greatest number of cases 

(approximately 41 percent) was the L$,000 to $10,000 range.

The information on occupations of the 149 cases was obtained, when supplied, 

on the copies of tax returns or in copies of county notes on applicants when sub­

mitted with other application materials.



The table below indicates occupational categories and number and percent of 

cases in each category.

CASES
OCCUPATION NUMBER PERCENT

Farmer 39 26.2

Retired 30 20

Own Business 28 19

Skilled Labor . 14 9.4

Unskilled Labor 8 5.4

Sales 3 2

Unemployed-Disabled 2 1.3

College Student 1 .7

Other 9 6

Not Given 15 10

TOTALS 149 100.0

Approximately 45 percent of the cases that are or were open during the 14-month 

period were farmers or small businessmen. Almost two-thirds of the cases listed 

farmer, own business, or retired as the occupation.

Information from the CHEPP applications indicates whether the applicant and 

other family members are eligible for health insurance and Medicare. The following 

insurance information pertains only to the 149 individual patients whose conditions 

and status resulted in CHEPP eligibility. Individuals with insurance number 74; 

those without insurance number 75. Dependents of some of those 75 patients without 

insurance did have insurance, so the information given here dees not pertain to 

entire cases regarding insurance. Fourteen patients were eligible for Medicare; of

-  10 -



these fourteen patients, nine had other health insurance. Of the 75 patients with­

out health insurance, five were eligible for Medicare resulting in 70 patients with 

no health care coverage of any type. The insurance status of the 149 patients is 

indicated on the table below.

Health Insurance Only 65

Medicare Only 5

Health Insurance and Medicare 83

No Health Insurance or Medicare 70

The self-repc’ted occupations of the 70 individuals with no health care coverage 

are indicated below.

OCCUPATION PATIENTS

NUMBER PERCENT

Farmer 22 31.4

Own Business 14 20

Skilled Labor 10 14.3

Retired 5 7

Unskilled Labor 3 4.3

Unemployed-Disabled 2 3

Sales 1 1.4

Other 6 8.6

Not Given 7 10

TOTALS 70 100.0

Farmers, small businessmen and skilled laborers are two-thirds of all those

individuals with no health care coverage.



The following table indicates the percentage of all patients in each 

occupational category without any health care coverage.

PATIENT PATIENT PERCENT
OCCUPATION TOTAL NUMBER NUMBER W/0 COVERAGE OF TOTAL

Farmer 39 22 56

Retired 30 5 16.7

Own Business 28 14 50

Skilled Labor 14 10 71.4

Unskilled Labor 8 3 37.5

Sales 3 1 33.3

Unemployed-Disabled 2 2 100

College Student 1 0 0

Other 9 6 66.7

Not Given 15 7 46.7

TOTALS 149 70 47

The above table suggests that those eligible for CHEPP-1 and indicating a 

skilled labor occupational category have the least health care coverage of 

employed groups, with farmers and small businessmen following.

The length of time an individual or family is eligible to have the state 

make payments for medical care ranges from less than one week to almost twelve 

months, depending upon the length of time it took to satisfy the deductible.

The following table indicates the number of months an individual or family 

was eligible to have medical expenses covered by CHEPP-1 and the number of cases 

in each category.

-  12 -



NUMBER OF MONTHS ELIGIBLE NUMBER OF CASES

Less than 1 month 1
2 months 0

, 3 months 2
4 months 5
5 months 5
6 months 5
7 months U

8 months 16

9 months 11

10 months 19

11 months 41

12 months 40

Approximately two-thirds of all the cases were eligible for CHEPP-1 benefits 

for 10 to 12 months, indicating that meeting the deductible generally occurs 

rapidly.

The minimum CHEPP-1 deductible is $2,500. The deductible category each case 

met is shown on the following t a b l e :

DEDUCTIBLE CASES
NUMBER PERCENT

$2500 64 43

$2501 - 3500 33 22

$3501 - 4500 24 16

$4501 - 5500 11 7.4

$5501 - 6500 7 •>.7

$6501 - 7600 4 2.7

$7501 - 8500 1 .7

$8501 - 95C 2 1.4

$9501 - 10,500 1 .7

$10,501 - 11,500 1 .7

$11,501 - 12,500 0 —

$12,501 - 12,881 1 .7

TOTALS 149 100.0



Approximately 43 percent of the cases were required to meet the minimum 

deductible. About 81 percent of all cases met a deductible ranging from $2500 

to $4500.

The annual income range for those patients required to meet the $2500 deduct­

ible follows:

ANNUAL INCOME NUMBER OF

Minus Income 6

$0 - 1000 6

$1001 - 2000 2

$2001 - 3000 7

$3001 - 4000 14

$4001 - 5000 16

$5001 - 6000 11

$6001 - 6127 _2

TOTAL 64

The maximum difference in incomes of those required to meet the $2500 

deductible is approximately $8300.

The following table indicates the ranges of the required deductible for 

each of the income ranges for the 149 cases:

INCOME RANGES 

Minus Income 

$0 - 4999

$5000 - 9999 

$10,000 - 14,999 

$15,000 - 19,999 

$20,000 - 24,999 

$25,000 - 28,135

NUMBER OF CASES 

6 

45 

61 

24 

8 

4 

1

DEDUCTIBLE RANGES 

$2500 

$2500

$2500 - 4000 

$4000 ~ 6000 

$6000 - 8500 

$8500 - 11,000 

$11,000 - 12,881

-  1 4  -



101 cases applied in the first seven months of 1973.

The small number of recent cases opened may be deceptive; at times the deter­

mination of eligibility is a lengthy process and the state is generally not informed 

of case information until the case status has been determined by the county.

Therefore, it is possible that additional case applications hav*- been taken by the 

eounty welfare departments and are not yet entered into the state system.

’The reason for denial of eligibility for 15 of the 22 CHEPP-1 cases is avail- -~) 

able and follows. Twelve cases were not able to meet the CHEPP-1 deductible. Two 

of the cases could not meet the minimum $2500 deductible; other cases had higher 

deductibles which they could not meet. Two cases had received the majority of 

services prior to July 1, 1977, and one case did not reside in Minnesota. The 

reason for denial of eligibility for the remaining seven cases is not known.

- of September 1, 1978, 63 of the 149 CHEPP cases were open; 86 cases had 

been closed.

Following are the months in which the 149 cases opened under CHEPP-1 became 

eligible to have 90 percent of the cost of their medical care services covered by the sta

S ix ty - th re e  cases made a p p lic a t io n  f o r  CHEPP-1 from J u ly  1 to  December 30, 1977;

DATE ELIGIBLE FOR BENEFITS NUMBER OF CASES

1977: July

1978: January

August
September
October
November
December

February
March
April
May
June
July
August

13
12
21
12
18
13
14 
8

13'
13
8
4

0
0

This pattern indicates how rapidly the deductible is met, since medical care 

which can be covered must have been provided on or after July 1, 1977.
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A p p r o x i m a t e l y  t h r e e - f o u r t h s  o f  those e l i g i b l e  for C H E P P - 1  m e t  d e d u c t i b l e s  o f  

$2500 to $4000.

Pro v i d e r s  U t i l i z e d  by C K E P P - 1  P a t i e n t s

P a y m e n t s  w e r e  m a d e  to the f o l l o w i n g  p r o v i d e r  types u n d e r  the C H E P  Program. The

n u m b e r  in p a r e n t h e s e s  i n d i c a t e  the n u m b e r  o f  C H E P P - 1  p a t i e n t s  r e c e i v i n g  a s e r v i c e

from this p r o v i d e r  type. In 80 p e r c e n t  o f  the cases, a p a t i e n t  r e c e i v e d  s e r v i c e s  from

mor e  ^ha n  o n e  p r o v i d e r  type.

I n p a t i e n t  h o s p i t a l s  (89)

P h y s i c i a n s  (141)

P h a r m a c i e s  (96)

O u t p a t i e n t  h o s p i t a l s  (48)

M e d i c a l  e q u i p m e n t  a n d  o x y g e n  s u p p l i e r s  (10)

N u r s i n g  h o m e s  (7)

A m b u l a n c e s  (10)

L a b o r a t o r i e s  (2)

Physicians, p h a r m a c i e s  a nd h o s p i t a l s  w e r e  the p r o v i d e r s  m o s t  f r e q u e n t l y  u t i l i z e d  

by the C H E P P - 1  patients.

C H E P P - 1  C a s e l o a d

D u r i n g  the July, 1977 t h r o u g h  A u g u s t ,  1978 period, there w a s  C H E P P - 1  a c t i v i t y  

o n  173 cases. T he a p p l i c a t i o n  d a t e s  a nd cas e  status in r e l a t i o n  to n u m b e r  of c a s e s  

is s h o w n  below.

N U M B E R  OF C A S E S  A N D  S T A T U S

A P P L I C A T I O N  DATE_____________________________ O P E N E D  D E N I E D  T O T A L  S TATUS

1977: Jul y 1 0 1

A u g u s t 4 0 4

S e p t e m b e r 9 0 9

O c t o b e r 12 1 13

N o v e m b e r 13 0 13

D e c e m b e r 22 1 23

1978- J a n u a r y 11 3 14

Fe b r u a r y 7 0 7

March 14 1 15

A p r i l 14 3 17

May 20 2 22

Ju n e 14 2 16

Jul y 8 • 2 10

A u g u s t 0 0 0

T O TALS 149 15* 164* *•Excludes data on seven CHEPP-1 denied cases.



The length of eligibility of the lug CHEPP-1 cases, when plotted out, indicates 

the number of cases open each month; information below pertains to all cases which 

had been or were open prior to September 1, 1978:

DATE NUMBER OF CASES OPEN

July 13
August 25
September 46
October 58
November 76
December 89
January 103
February 111
March 124

April 137
May 145
June 149
July 95
August 78
September 63

October 47

November 35
December 27

January 21

February 14

March 6

April 3

As of September 1, 1978, all cases of "open" status would be closed at least 

by April, 1979. When the program became effective in July, 1977, m a n y  patients 

selected that date as the start of their eligibility year resulting in numerous 

cases being closed at the end of June, 1973. Due to the high deductible requirements 

to be met annually, it seems unlikely that many patients would be determined eligible 

in consecutive years. Therefore, eligible patients in Fiscal Year 1979 would probably 

not be reapplicants. At this time, the number of cases open each month during the second 

year of operation (starting Julyl, 1978)ts considerably less than during the first 

year. The option available to CHEPP patients to select the 12-month period for 

which state payment of medical expenses is to occur will continue to affect the 

Dattern of cases open at any time, and one more year of experience will provide 

trend indications.



The 149 CHEPP-1 families paid (or owe) a total of $534,775.68 in order to 

meet the program deductible. In addition, any bills submitted to and paid by the 

state required a 10% co-payment by the patient or patient's family, which totalled 

$47,370.47. Therefore, patients' out-of-pocket expenses to meet deductibles and 

co-payments were $582,146.15.

Costg to State - July, 1977 to August, 1978

The state payments made to providers as of September 1, 1978, totalled $469,489.79, 

Monthly county remittance management and fiscal reports indicate the state paid pro­

viders $426,331.75, during thr 14-month period, through the centralized disbursement 

system. The first payments were made in November, 1977, A total of 1,796 claims 

have been processed by the state at a claims processing charge of $1,711.99. During 

this same 14-month period, the state paid a total of $43,158.04 outside the central­

ized disbursement system in order to reimburse patients for payments made for services 

which were to be covered under the CHEP Program or providers when both patient and 

CHEPP-1 were making partial payments on the same date (i.e. patient is meeting the 

deductible).

For Fiscal Year 1978, $8 million was appropriated for CHEPP-1 and the administra­

tive budget was $56,475. For Fiscal Year 1979, $10 million is appropriated for 

CHEPP-1 and the administrative costs are budgeted at $57,115.

During Fiscal Year 1978, $252,351.35 was paid to providers for services rendered 

which wer^ covered under the CHEPP-1 program. Payments made by the state outside the 

centralized disbursement system were $19,969.87. Therefore, the total amount paid 

for CHEPP-1 covered services during Fiscal Year 1978 was $272,321.22.

C u r r e n t  C H E P P -1  C o s t s

C o s t s  t o  P a t i e n t s  -  J u l y ,  1 9 7 7  t o  A u g u s t ,  1 9 7 8
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rrojections - CHEPP-1 

Utilization

Given the present application and eligibility patterns for CHEPP-1, it 

appears that fewer cases can be expected to be opened during Fiscal Year 1979, 

as compared with Fiscal Year 1978, if there are no changes in program administra­

tion or requirements.

The number of reapplications will probably be few because catastrophic health 

expenses generally do not continue to be incurred over a long period of time.

Either the patient dies or improves; the need for CHEPP would be on a sporadic 

basis for those patients improving after having a catastrophic health problem.

While patients' medical care expenses may continue to be high over the years, the 

annual deductible required would probably make continuing annual CHEPP-1 eligibility 

unlikely.

Costs

The total amount the state will reimburse providers during Fiscal Year 1979 

will be significantly greater than the amount in Fiscal Year 1978 which was 

$272,321.22. During the first two months of Fiscal Year 1979, the state reimbursed 

providers a total of $197,168.57. But payments to providers do not correspond to 

utilization of the program for several reasons:

First, providers have up to one year from the date of service to bill the 

program. Therefore, the large amount paid to providers in July and August, 1978, 

includes payments for services provided in July and August, 1977. Second, large 

total payments to providers during one month may reflect three, rather than the 

usual two, state warrant writings in a month. Third, the catastrophic health expenses 

had to be incurred on or after July 1, 1977, to be used in meeting the deductible.



Eligibility for state coverage of care for the majority of patients began later 

in the fiscal year. Fourth, a number of the initial bills submitted by providers 

were rejected; many of these bills are being and will be resubmitted for payment.

As with new programs, it takes the providers' billing personnel some time to learn 

the mechanics of billing the program properly. Fifth, during the first six months 

of 1978, the greatest number of cases were open for CHEPP benefits. Theoretically, 

the largest total payments to providers may be made through June of 1979. Unless 

the number of applicants who become eligible for CHEPP-1 increases in the future, 

costs to the state for providers’ services should drop significantly in Fiscal Year 

1980.



C H E P P - 2

The information on CHEPP-2 usage and patient characteristics was obtained 

from review of all case records which were opened during the July, 1977 through 

June, 1978 Fiscal Year. The CHEP-2 Program is operated on a manual basis to a 

much greater degree than is the CHEP-1 Program. The patients are not included 

in the case information files of eligibles, and payments are manually made to the 

patients at the end of the fiscal year.

Patient Characteristics

During Fiscal Year 1978, twelve individuals were eligible for CHEPP-2.

Age, as of June 30, 1978, and sex of the twelve nursing home residents follow:

I n t r o d u c t i o n  *

AGE

AGE

MALE

AND SEX 

FEMALE TOTAL

50 to 55 years 1 2 3

55 to 60 years - <4 4

60 to 65 years 2 3 5

TOTALS 3 9 12

Three-fourths of the patients were females and ages ranged from 50 to 64 years. 

Diagnostic information available for eleven of the twelve patients is as 

follows:

DIAGNOSIS MALE FEMALE TOTAL

Multiple Sclerosis - 5 5

Stroke 2 2 u

Encephalitis 1 - 1

Huntington's Chorea - 1 1

Unknown - 1 1

T O T A L S  3 9  1 2



Three-fourths of the patients had diagnoses of multiple sclerosis or stroke.

The income of those eligible for CHEPP-2 ranges from $1,548.00 to $30,469.13. 

Income ranges and number of cases in each range were:

INCOME NUMBER OF CASES

$1,548 1

$12,000 to 16,000 6

$16,000 to 20,000 2

$20,000 to 30,470 3

Information from the CHEPP application indicates that four of the CHEPP-2 

eligible patients had Medicare and one additional patient had other health insurance

coverage. Therefore, seven of the twelve CHEPP-2 patients had no health care

coverage of any type.

After meeting the 20 percent CHEPP-2 deductible, the number of months that 

individuals were eligible to have nursing home expenses covered is as follows:

NUMBER OF MONTHS ELIGIBLE PATIENTS

1 to 2 months 1

2 to 3 months 0

3 to 4 months 1

4 to 5 months 1

5 to 6 months 1

6 to 7 months 2

7 to 8 m o nths •*

8 to 9 months 2

One-half of the patients had nursing home expenses covered during a seven to 

nine month period.
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The deductibles to be met by the twelve families ranged from approximately 

$310 to $5,094, and are shown in the following table:

DEDUCTIBLE RANGE PAT

$309.60

$2,000 to 3,000 

$3,000 to 4,000 

$4,000 to 5,000 

$5,000 to 6,000 

$6,093.80

Two-thirds of the patients met deductibles ranging from $2,000 to $4,000. 

The length of time the twelve patients have resided in nursing homes ranges 

from three years to fifteen years. The range of nursing home stays in relation 

to number of patients is as follows:

YEARS IN NURSING HOKE PATIENTS

ENTS

3 to 5 years 

5 to 7 years 

7 to 15 years

6

3

3

County Referrals to CHEP-2 Program

During the period July, 1977 through June, 1978, thirteen applications were 

taken for CHEPP-2 from ten different counties. Twelve cases were opened and one 

case was denied because the patient was over 65 years of age.

The counties which have referred cases to CHEPP-2 are:

Anoka - 2 cases 
Hennepin - 3 cases 
Houston - 1 case 
Kandiyohi - 1 case 
Le Sueur - 1 case

Meeker
Murray
Pine
Ramsey

- 1 case denied
- 1 case
- 1 case
- 1 case

Yellow Medicine - 1 case



CHEPP-2 Caseload

• The CHEP-2 Program requires that eligibility for benefits be terminated each 

June 30, or when the patients become 65 years of age. As of September 1, 1978, 

no cases were yet eligible for Fiscal Year 1979 CHEPP-2 benefits, probably because 

th e  deductible was not yet met.

The application dates and case status in relation to number of cases is shown 

below.

APPLICATION DATE NUMBER OF CASES AND STATUS
OPENED DENIED TOTAL

1977: September 3 0 3

October 2 1 3

November 2 0 2

December 0 0 0

1978: January 0 0 0

February 2 0 2

March 1 0 1

April 0 0 0

May 2 0 2

Eleven patients remained eligible through June 30, 1978; one patient died in 

May, 1978.

Current CHEPP-2 Costs 

Costs to Patients

The twelve CHEPP-2 patients paid a total of $3.\93S.U0 for nursing home care 

in order to meet the program deductible. Any health care services, other than
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skilled nursing facility or intermediate care facility I services, must be paid 

for by the family or, if eligible, through other health care coverage. These costs 

are not known.

Costs to State

The state payments to families or nursing home providers for the twelve CHEPP-2 

patients for FY1978 totalled $55,323.65. The amount paid per patient ranged 

from-$1,348.00 for a patient eligible one and one-half months to $9,085.04 for a 

patient eligible for approximately nine months. The average payment per patient 

was $4,610.30.

Projections - CHEPP-2 

Utilization

Holding all factors constant, such as household income, it appears that nine 

of the twelve patients eligible for CHEPP-2 in Fiscal Year 1978 could be eligible 

for the same time period in Fiscal Year 1979. Of the three patients with reduced 

or no eligibility, two will become 65 years of age during the fiscal year so eligi­

bility will be terminated, and one patient has expired. In general, the patients 

eligible for CHEPP-2 will continue to be eligible until they turn age 65. The fact 

they have already met an eligibility requirement of a three-year continuous stay in 

a nursing home indicates their chronic diseases are long-term conditions. Therefore, 

the majority i patients will be eligible each year, until 65 years of age, resulting 

in a cumulative patient count over a period of time.

Costs

Given the s.ime household incomes and nursing home per diem rates as in Fiscal 

Year 1978, the state dollars which could be expended in Fiscal Year 1979 on the 

eleven CHEPP-2 patients (two with limited eligibility) would be approximately $44,500.



PR O JE C T E D  USAGE O F CH EPP  P R IO R  TO IM PLEM EN TA T IO N

During the three-year period prior to the enactment of CHEPP legislation, 

legislative staff obtained information and data from numerous sources in order 

to attempt to project need, utilization and costs of a catastrophic health case 

program in Minnesota. Information and data collected included: national and

Minnesota medical care cost increases over time; data upon which congressional 

bills were based; type of insurance coverage provided by large Minnesota employ­

ers; national research estimates on catastrophic health expenses; estimates of 

Minnesota's uninsured and underinsured population; review of catastrophic health 

care coverage in other states; and, data from a computer study done by the Tax 

Study Commission regarding medical deductions from 20,000 tax returns for 197U.

During the years of data collection and analysis, it was recognized that 

data available was fragmented, not at all conclusive; and allowed, at best, for 

only rough approximations of need, utilization and costs. Several estimates on 

each of these subjects were made.

It appears that the two primary sources of data used in projecting.cost and 

utilization for a Minnesota catastrophic health program were the Tax Study 

Commission reports and the e^tual experience of Rhode Island's Catastrophic Health 

Insurance Plan which became effective in 1975.

The Tax Study Commission resulted in the estimates and projections for a 

Minnesota program as follows:



PROJECTED COSTS AND UTILIZATION OF THE CHEP PROGRAM BASED ON TAX STUDY COMMISSION 
DATA FROM 1974 TAX RETURNS, AVAILABLE TC LEGISLATIVE STAFF IN 1975

Calendar Years Gross State Program Costs Net State Cost*

____________________ (In Millions) _______________ (Due to 15% Savings in Other Programs)

1975 9.5 7.9

1975 10.2 8.5

1977 10.9 9.1

1978 11.6 9.7

1975 12.4 10.3

*A 15 percent savings in the medical assistance and general assistance programs 
as a result of the state catastrophic health insurance program was predicted.

In addition, it was projected that about 1,750 households would have benefited

from a catastrophic health expense program in 1974. Approximately 72 percent of the

projected households would involve a senior citizen. It also was estimated that the

utilization and costs would increase 15 percent annually.

At the same time in 1976, Minnesota estimates were made based on data from the

Rhode Island program as shown below:

MINNESOTA ESTIMATES

COSTS CASES

First six months $1,250,000 230

Second six months $1,920,000 415

Third six months $2,415,000 1045

In making the estimates based on Rhode Island's program, the following factors 

were taken into account: Rhode Island has about one-quarter the population of

Minnesota and a higher percentage of their population has health insurance.

The Department of Public Welfare based its 1978-1979 biennial CHEPP budget r e­

quest for $23 million on the calculations from the Tax Study Commission reports rather 

than on the Rhode Island-based projections. The legislature appropriated $18 million 

for the biennium; $8 million for the first year and $10 million for the second.



Minnesota's actual experience with the CHEP Program, as has been shown, is 

considerably different than what was projected. In fact, the present experience 

appears to parallel the initial experiences of Rhode Island's program.

The following is information on Rhode Island's Program:

FY *75 FY'76 FY'77 FY'7S

Total Budget $1,500,000 $980,568 $1,362,489 $1,426,852

Claim Expenditures $ 197,946 $682,532 1,095,937 $1,537,761

Eligible Families 58 133 173 396

New Applications 176 N/A N/A 257

Since the inception of Rhode Island's program, "mental disorders" have been 

the primary diagnostic category reported by families. With the exception of this 

category, the ranking of the rest of the diagnostic categories appears to be 

similar to Minnesota's experience.

- 28 -



F A C T O R S  IM P E D IN G  U SA G E  O F  C H E PP

Two factors which appear to have an impact on the utilisation of CHEPP are 

the program requirements for eligibility and the CHEPP publicity and training 

activities.

The eligibility requirements, particularly the high deductible and the 

36-month nursing home residency requirements, limit the number of persons who 

can .use the program. If the primary purpose of CHEPP-1 is to provide assistance 

to families on a one-time or episodic basis, rather than for chronic disease 

expenses on an ongoing basis, the program appears to be effective. However, at 

this time, there is no information available to determine if present utilization 

is reflecting the need for the CHEP Program.

Soon after the CHEP Program became operational, ten "training sessions" were 

held in August, 1977, in various areas of the state for purposes of informing and 

training county welfare agency personnel about CHEPP. Attendance records for 

these sessions are no longer available. Since that time, one additional training 

session was held and five meetings were attended for purposes of presenting informa­

tion about CHEPP. One news article was published in a metro paper and three news r e­

leases were distributed to numerous papers, but it is not 'cnown if they were used. " 

CHEPP informational brochures have been distributed to county welfare departments, 

all providers, each district social security office, each information and resource 

office, the St. Paul Area Chamber of Commerce, the eltate Cancer Society and the 

state medical association. Providers and counties have been provided general infor­

mation about the program in various bulletins. A manual and an administrative rule 

for the CHEP Program have both been developed and are in effect. The majority of 

these training and publicity activities occurred in 1977.



In view of the fact that CHEP? is a new program and has been less utilized 

than expected; perhaps the public, the potential eligibles, the potential referral 

sources and the county welfare personnel have not been as well-informed as they 

could be or should be. Publicity and training activity results can also be useful 

in determining whether or not need for CHEPP is being met in view of application 

activity following active, organized training and publicity on the program.

Because it is not known whether CHEPP is meeting the need for such a program, 

ong . ng examination of who is using the program and their characteristics, in 

addition to follow-up on cases which are closed or denied, is important for 

purposes of obtaining information on additional factors which may be impeding the 

usage of CHEPP.
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The CHEP Program has been operational just over one year. In view of maximum 

annual eligibility for the program of twelve months, minus the time period 

in which the deductible is being met, there is not, as yet, enough program 

experience upon which to base sound predictions for future costs and usage.

* Prior to development of CHEPP legislation, legislative staff collected 

information and data over a three-year period for purposes of projecting 

need, utilization, and costs for catastrophic health care coverage. During, 

and since that time, no data has been discovered upon which to comfortably 

and firmly base cost and utilization projections for the CHEP Program.

Trends can be noted and some projections based on them, although a minimum 

of one more year of CHEPP experience is desirable for development of pro­

jections based on actual experience.

At this time, the four basic options available regarding the CHEP Program

are:

1. Continue to operate the program as in the past.

2. Continue to operate the program as in the past with minor 
modifications and add publicity, training and need determination 

activities.

3. Propose legislative changes to modify CHEPP eligibility requirements.

*+. Combination of numbers 2 and 3.

After review of the proposed and current functioning of the CHEP Program, 

the fourth option Is the one recommended. The basic unanswered questions at 

this time are whether the CHEP Program is meeting the need (in view of the 

eligibility requirements) or whether the utilization is low because poter^ial 

eligibles or their referral sources do not know about the program. Until there 

is more information available on these two issues, major modifications of CHEPP 

legislation are not recommended. It appears most new health care coverage

C H E P P  RECOM M ENDAT IONS



programs start out slowly but soon expand beyond all projections, as in the 

General Assistance Medical Care and Medicaid Programs.

Specific CHEPP recommendations, based or the necessity of determining 

whether or not the need for the program is being met, are the following:

1. Contact county financial workers on a county-by-county basis to 

obtain information on the following issues for purposes of 

assessing unmet need for CHEPP:

a. determine their knowledge of CHEPP;

b. determine if need is being net regarding catastrophic health 
expenses from county agency's viewpoint;

c. determine why some counties have never referred cases;

d. determine why some counties have referred one case long ago 
and none since;

e. determine why there are few, if any, applications;

f. follow up on cases.

g. determine from these contacts the method and type of CHEPP 
information that is required at the county level.

2. Provide or arrange for training of county financial workers regarding 

the CHEP Program on an ongoing basis. This training should be available 

on a scheduled basis as well as on an "as requested" basis.

3. Provide for education of providers and their billing personnel regarding 

the CHEP Program on a regular basis. Providers, especially hospitals 

ar.d physicians, and their billing personnel, are likely to be among the 

best program referral sources. Inclusion of CHEPP information in the 

programs presented by the provider education unit of the medical assist­

ance program is suggested.

Other methods of educating providers about the CHEP Program include:

a. making presentations; i-e. at association meetings;

b. sending out additional provider bulletins;

c. placing messages on provider remittance report.
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in the program administration including:
#

a. referral source

b. patient's diagnosis, per physician

c. identification of the "patient"

d. occupation

e .  total expenses for the episode of illness

f. additional information on health insurance status 

Develop a CHEP Program report which summarizes CHEPP activities, 

utilization, need and costs so that program effectiveness can be 

measured on a regular ongoing basis. P. program summary should be 

developed annually and contain recommendations for future program 

changes based on actual experience.

Conduct a telephone survey on a sample of the skilled nursing facilities 

and intermediate care-I facilities to determine the unmet need for CHEPP-2. 

Utilize health education techniques in publicizing the CHEP Program.

Public health students in health education may suggest or aid in this for 

purposes of determining effectiveness of health education alternatives. 

Collect information on the health insurance status of the patient and 

family so that problems in this area can be delineated, as in relation to 

coverage available for certain groups, and knowledge about the Minnesota 

Comprehensive Health Association health insurance plans.

Followup on past activity initiated to determine if a federal 

contribution to the cost of CHEPP could be received during the time 

that the eligibility for medical assistance or general assistance medical 

care was forestalled.

A d d  t o  t h e  C H EP  P r o g r a m  a p p l i c a t i o n  i n f o r m a t i o n  t h a t  w o u ld  b e  u s e f u l



Add to the CHEP Program application information that would be useful 

iu the program administration including:
4

a. referral source

b. patient's diagnosis, per physician

c. identification of the "patient"

d. occupation

e. total expenses for the episode of illness

f. additional information on health insurance status 

Develop a CHEP Program report which summarizes CHEPP activities, 

utilization, need and costs so that program effectiveness can be 

measured on a regular ongoing basis. A program summary should be 

developed annually and contain recommendations for future program 

changes based on actual experience.

Conduct a telephone survey on a sample of the skilled nursing facilities 

and irtermediate care I facilities to determine the unmet need for CHEPP-2. 

Utilize health education techniques in publicizing the CHEP Program.

Public health students in health education may suggest or aid in this for 

purposes of determining effectiveness of health education alternatives.. 

Collect information on the health insurance status of the patient and 

family so that problems in this area can be delineated, as in relation to 

coverage available for certain groups, and knowledge about the Minnesota 

Comprehensive Health Association health insurance plans.

Followup on past activity initiated to determine if a federal 

contribution to the cost of CHEPP could be received during the time 

that the eligibility for medical assistance or general assistance medical 

care was forestalled.



T H E  P R E C E D I N G  P A G E S  W E R E  T R E A T E D  AS 
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T H E  P O L I T I C A L  P L A N N 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 R O G R A M

B y  S e n a t o r  D o n a l d  D. H. C h i n g  
M a j o r i t y  L e a d e r  

H a w a i i  S t a t e  S e n a t e

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

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

i n t r o d u c e d  i n  the H a w a i i  L e g i s l a t u r e  in 1 9 7 1 .  It b e c a m e  lav; 

t h r e e  y e a r s  l a t e r  a s  A c t  210 o f  t h e  19 7 4  l e g i s l a t i v e  s e s s i o n .

E n a c t m e n t  o f  o u r  P r e p a i d  H e a l t h  C a r e  L a w  c l i m a x e d  

s e v e r a l  y e a r s  o f  l i v e l y  d i s c u s s i o n  in the L e g i s l a t u r e ,  a n d  

f o r  m a n y  o f  u s  w h o  s u p p o r t e d  it, A c t  2 1 0  m a r k e d  y e t  a n o t h e r  

m i l e s t o n e  in t h e  g r o w i n g  b o d y  o f  p r o g r e s s i v e  l e g i s l a t i o n  

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

s t a t e  i n  1959.

iMeasured a g a i n s t  t h e  n a t i o n a l  b a c k g r o u n d ,  t h e  l a w  r e p r e ­

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

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

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

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

m y  n e a r l y  20 y e a r s  o f  e x p e r i e n c e  in o u r  L e g i s l a t u r e ,  I h a v e  

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

l e s s e r  p u b l i c  i m p o r t .



T o  b e  s u r e ,  t h e r e  w a s  r e s i s t a n c e  a n d  o p p o s i t i o n  f r o m  t h e  

t r a d i t i o n a l  o p p o n e n t s  o f  s o - c a l l e d  “s o c i a l  l e g i s l a t i o n . "  B u t  

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

t h e  n o v e l t y  o f  t h e  c o n c e p t .

T h i s  is n o t  to s a y  t h a t  t h e  s p e c t r u m  o f  p o l i t i c a l  t h o u g h t  

in H a w a i i  d o e s  n o t  c o v e r  a n y  g r o u n d  t o  t h e  r i g h t  o f  c e n t e r .

L e t  m e  a s s u r e  y o u  w e  d o  h a v e  t r a d i t i o n a l  c o n s e r v a t i v e  v i e w s  

h e l d  b y  m a n y  in  o u r  S t a t e ,  a n d  I, f o r  o n e ,  b e l i e v e  t h i s  i s  a 

h e a l t h y  c o n d i t i o n .  B u t  to t h e  c r e d i t  o f  t h o s e  w h o  d i d  n o t  

a d h e r e  to  t h e  c o n c e p t ,  t h e i r  o p p o s i t i o n  w a s  n o t  b a s e d  o n  t h e  

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

i s s u e s  o f  t h e  day.

I b e l i e v e  t h e  l a w  w a s  g e n e r a l l y  a c c e p t e d  b y  t h e  p u b l i c  

b e c a u s e  o f  t h e  k i n d  o f  p o l i t i c a l  c l i m a t e  w e  h a v e  i n  H a w a i i  

a n d  b e c a u s e  t h e  lav/ w a s  v i e w e d  a s  a l o g i c a l  e x t e n s i o n  o f  t h e  

k i n d s  o f  p r o g r a m s  t h a t  w e r e  a l r e a d y  in e f f e c t  a t  t h e  t i m e .

L e t  m e  b r i e f l y  d e s c r i b e  o u r  P r e p a i d  H e a l t h  C a r e  L a w ,  

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

p l a c e  in t h e  c o n t e x t  o f  H a w a i i ' s  l e g i s l a t i v e  h i s t o r y .

T h e  A c t  r e q u i r e s  v i r t u a l l y  e v e r y  e m p l o y e r  in t h e  S t a t e  

t o  p r o v i d e  r e g u l a r  e m p l o y e e s  a 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  

t o  c o n t r i b u t e  at  l e a s t  o n e - h a l f  t h e  p r e m i u m  c o s t  f o r  t h e  

e m p l o y e e s '  c o v e r a g e .  T h e  m a j o r  c a t e g o r i e s  o f  e m p l o y e e s  e x ­

c l u d e d  a r e  i n s u r a n c e  a n d  r e a l  e s t a t e  s a l e s m e n  p a i d  e n t i r e l y  

b y  c o m m i s s i o n s  a n d  i n d i v i d u a l s  u n d e r  21 w o r k i n g  u n d e r  a 

p a r e n t a l  r e l a t i o n s h i p .
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T h e  e m p l o y e e ' s  c o n t r i b u t i o n  is l i m i t e d  to n o  m o r e  t h a n  

1 . 5  p e r  c e n t  o f  h i s  m o n t h l y  s a l a r y .  A  " r e g u l a r "  e m p l o y e e  is 

d e f i n e d  as o n e  w h o  w o r k s  at l e a s t  20 h o u r s  a w e e k ,  e x c e p t i n g  

s e a s o n a l  h i r e s  i n  H a w a i i ' s  p i n e a p p l e  i n d u s t r y .

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

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

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

c o n t r i b u t i o n s  t h a n  r e q u i r e d  u n d e r  t h e  A.ct.

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

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

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

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

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

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

w h i c h  h a s  t h e  l a r g e s t  n u m b e r  o f  s u b s c r i b e r s  in t h e  S t a t e .

In H a w a i i ,  t h e  s t a n d a r d s  a r e  t h u s  b a s e d  o n  t h e  K a i s e r  H e a l t h  

F o u n d a t i o n ' s  P l a n  I, i n  t h e  c a s e  o f  d i r e c t  s e r v i c e s ,  a n d  t h e  

H a w a i i  M e d i c a l  S e r v i c e  A s s o c i a t i o n ' s  (Blue S h i e l d )  P l a n  IV, 

in  t h e  c a s e  o f  r e i m b u r s e d  e x p e n s e s .  B o t h  t h e  K a i s e r  a n d  K M S A  

p l a n s  a r e  b a s i c ,  c o m p r e h e n s i v e  m e d i c a l  p l a n s  e m p h a s i z i n g  

a m b u l a t o r y  c a r e .

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

r e v i e w  a n d  a p p r o v a l  o f  a s e v e n - m e m b e r  a d v i s o r y  c o u n c i l  c o m ­

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

p l a n  r e p r e s e n t a t i v e s .

W h a t  k i n d  o f  c o v e r a g e  is r e q u i r e d  b y  o u r  l a w ?  E v e r y  

q u a l i f y i n g  p l a n  m u s t  i n c l u d e  the f o l l o w i n g :
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—  1 2 0  d a y s  o f  h o s p i t a l  b e n e f i t s ,  p l u s  o u t p a t i e n t  s e r v i c e s .

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

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

v i s i t s ,  a n d  i n t e n s i v e  m e d i c a l  c a r e .

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

n e c e s s a r y  for d i a g n o s i s  a n d  t r e a t m e n t .

—  m a t e r n i t y  b e n e f i t s ,  p r o v i d e d  a n  e m p l o y e e  h a s  been, 

c o v e r e d  f o r  n i n e  m o n t h s  p r i o r  to c h i l d b i r t h .

—  an d ,  u n d e r  a n  a m e n d m e n t  a d d e d  l a s t  y e a r ,  s u b s t a n c e  

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

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

a c u t e  c a r e  b e n e f i t s .

T h e  f o r e g o i n g  s u m m a r i z e s  t h e  b a s i c  p r o v i s i o n s  o f  o u r  law.

H o w ,  t h e n ,  d i d  w e  c o m e  to  e n a c t  w h a t  s o m e  m a y  v i e w  as  

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

F i r s t ,  i t  s h o u l d  b e  n o t e d  t h a t  w e  h a v e  a s u b s t a n t i a l  

b o d y  of  p r o g r e s s i v e  a n d  a d v a n c e d  s o c i a l  l e g i s l a t i o n  in H a w a i i .  

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

p u b l i c  w e l f a r e  p r o g r a m ,  a n d  in o u r  j u d i c i a l  s y s t e m .  F o r  

i n s t a n c e ,  o u r  m i n i m u m  w a g e  law, w a g e  a n d  h o u r  la w ,  w o r k e r s '  

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

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

h i g h e s t  in t h e  N a t i o n .  In a d d i t i o n ,  w e  a l s o  h a v e  a p u b l i c  

d e f e n d e r  p r o g r a m  a n d  a c r i m i n a l  i n j u r i e s  c o m p e n s a t i o n  law.

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

t i c e  law, t h e  l a t t e r  a m e n d e d  t h i s  y e a r  to r e m o v e  t h e  m a n d a t o r y  

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

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

m e n t s .  - 4 -


