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January 30, 2015

To: House Committee on Vision 2020
From: lraida O, Principal Research Analyst

Re: Medicaid Expansion Alternatives in Other States

This memorandum provides an overview of Medicaid expansion alternatives recently
approved, being implemented, or being actively discussed in other states. Medicaid expansion
alternatives are implemented in Arkansas, lowa, Michigan, Pennsylvania, and New Hampshire.
Indiana's Medicaid expansion- alternative was approved by the Centers for Medicare and
Medicaid Services (CMS) on January 27, 2015. States actively discussing Medicaid expansion
aliernatives include Tennessee, Utah, and Wyoming.

States are requesting Section 1115 waivers from CMS because these waivers-allow for
greater flexibility of Medicaid expansion. Waivers must be used to promote the objectives of the
Medicaid program and must be budget neutral for the federal government.

States Implementing Medicaid Expansion Alternatives

Arkansas

During the 2013 Legislative Session, the Arkansas General Assembly passed the Health
Care Independence Act of 2013. The Act established Arkansas' intention to apply for a federal
waiver that would allow the state to use Medicaid funding to pay for private health insurance for
newly eligible adults. The state submitted the waiver application in August 2013. In September
2013, CMS approved Arkansas’ Section 1115 demonstration waiver through 2016.°

With this approval, Arkansas became the first state to implement Medicaid expansion
through a premium assistance model. Arkansas uses Medicaid funds to purchase coverage for
all newly eligible beneficiaries in Marketplace Qualified Health Plans (QHPs). All newly eligible
adults, including childless adults between 0 and 138 percent of Federal Poverty Level (FPL) and
parents between 17 and 138 percent FPL, are enrolled in premium assistance.? The Act
provides three months of retroactive coverage prior to the application date on a fee for service
basis.

1 hitp://www.medicaid goviMedicaid-CHIP-Program-information/By-
Topics/MVaivers/111 5/downioads/ar/ar-private-option-fs, pdf

2 Kaiser Commission on Medicaid and the Uninsured, Medicaid Expansion in Arkansas, October 2014
Fact Sheet. :
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Michigan'

... Michigan was the third state o have a Section. 1115 demonstration waiver, Healthy
Michigan, approved by CMS to implemént the ACA's Medicaid expansion: Unlike Arkansas and
lowa, Michigan's waiver doss not' use Medicaid funds as premium assistance to purchase
private .coverage for Medicaid beneficiaries. Instead, Michigan covers newly eligible adults
through * Michigan’s existing Medicaid managed care delivery system. Existing Medicaid
managed ‘caré organizations (MCOs) and Pre-paid Inpatient Health Plans (PIHPs) provide the
services. MCQs provide acute, physical health, and pharmacy benefits. PIMPs provide inpatient
and pufpatient mental health, substance use disorder, and developmental disability services to
all.enrollees statewide. The waiver providés that'benefits should be coordinated and integrated

using an interdisciplinary team to coordinate physical and behavioral health. -

3 httou//www.medicaid.gov/Medicaid-CHIP-Program-tnformation/By-
TDDics/Waivers/lllS/dowr}§Uads/ia/ia-marketu?ace-choice—plan-fs.pdf: and

hitp:/fwww.medicaid gav/Medicaid-CH IP-Program-Information/3y-
Topics/\VWaivers/111 b/downloadsfiafia-wellness-plan-fs.pdf

4 Kaiser Commission on Medicaid and the Uninsured, Medicaid Expansion in fowa, October 2014 Fact
Sheet.
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CMS approved an amendment to Michigan's Section 1115 demonstration waiver in
December 2013. Michigan's approval package is available on the CMS website.’ Prior to the
Medicaid expansion, Michigan's demonstration waiver provided limited coverage fo childless
adults at or below 35 percent FPL.

The waiver and associated state plan amendments provide Medicaid coverage to all
adults in Michigan with incomes up to and including 138 percent FPL. The waiver requires
eligible beneficiaries with incomes between 100 and 138 percent FPL to make income-based
contributions to health savings accounts in an amount up to 2 percent of income. Additionally,
the waiver includes cost-sharing, which can be reduced through compliance with healthy
behaviors. Health behavior incentives are included in the plan. Failure to pay copays or
premiums cannot result in the loss or denial of Medicaid eligibility, denial of health plan
enroliment, or denial of access to services. Providers may not deny services for failure to pay
copays or premiums. Beneficiaries with incomes above 100 percent FPL pay monthly premiums
of 2 percent of income; however, cost-sharing and premiums cannot exceed 5 percent of
household income.® -

Pennsylivania

CMS approved Pennsylvania's Section 1115 demonstration waiver, Healthy
Pennsylvania, on August 29, 2014, The demonstration covers all newly eligible adults ages 21
to 64 with incomes up to 138 percent FPL.

Governor Corbett originally sought approval 1o use funds available threugh the ACA's
Medicaid expansion to purchase private health coverage for state residents. However, after the
state’s negotiations with CMS, the approved plan expands Medicaid through private Medicaid
managed care plans.

For newly eligible adults above 100 percent FPL and certain currently eligible adults
above 100 percent FPL, monthly premiums up to 2 percent of incame are required, beginning
with demonstration year 2. These beneficiaries may be dropped from coverage for failure to pay
premiums for 90 days, but they may re-enroll without a waiting period. All beneficiaries are
required to pay state plan copayments in year 1. For year 2, beneficiaries subject to monthly
premiums will only have a $8.00 state plan copayment for non-emergency use of the
emergency room. Beneficiaries below 100 percent FPL will continue to have copayments based
on state plan amounts. Starting January 1, 2016, the state is allowed to collect and analyze data
on average monthly copayments for beneficiaries below 100 percent FPL and submit a waiver
amendment based on the data to seek a premium model for these beneficiaries. All cost-
sharing, including premiums and copayments, is limited to five percent of household income.

Premiums and copayments may be reduced beginning in demonstration year two for
beneficiaries who complete specified activities under a heatthy behavior incentive plan during
the previous year. After the first year, eligibility for premium or copayment reductions based on
healthy behavior activities must be evaluated every six months. A protocol for healthy behavior
activities must be approved annually by CMS.

3 hitpdiwww.medicaid. goviMedicaid-CHIP-Program-Information/By-
Topics\Waivers/1115/downloads/mifmi-healthv-michigan-ca.pdf

6 Kaiser Commission on Medicaid and the Uninsured, Medicaid Expansion in Michigan, January 2014
Fact Sheet.
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9 htto.//www.dhhs.state.nh.us/oan-?115—walver!;ndex.htm

10 Kaiser Commission on Medicaid and the Uninsured, Proposed Medicaid Expansion in New
Hampshire, December 2014 Fact Sheet.
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Recently Approved State Medicaid Expansiori Alfernatives

Indiana

Indiana began using a Section 1115 Medicaid waiver prior to the enactment of the ACA.
In January 2008, Indiana started enrolling adults in the Healthy Indiana Plan (HIP), which was
authorized under Section 1115 waiver demonstration authority. The plan allows Indiana to use
Medicaid funds to provide a henefit package modeled after a high-deductible health plan and
health savings account to adults between 22 and 200 percent FPL. The Healthy Indiana Plan
has an emphasis on consumerism and personal responsibility. Beneficiaries have Personal
Wellness and Responsibility (POWER) accounts, similar to a Health Savings Account, to
encourage them to be good “consumers” of health care. The POWER accounts are funded
through an income-based sliding scale enrollee contribution and contributions from the state
and participating managed care organizations. Enrollees cannot pay more than five percent of
their income. Contributions from employers and non-profit organizations can be used to reduce
the enrollee coniribution. Enrollees may be terminated for failure to make the required
contribution to their POWER account,™

Indiana submitted and received approval to extend the current HIP program through
December 2015. In August 2014, the state submitted to CMS a proposal to amend and renew
its current Section 1115 waiver. This waiver would implement HIP 2.0, which is Indiana’s plan to
improve and expand HIP. HIP 2.0 would provide Medicaid coverage to all non-disabled adults
with incomes up to and including 133 percent FPL. The waiver was approved by CMS on
January 27, 2015." Service will be primarily provided through managed care organizations.

Under HIP 2.0, the state collects monthly premiums in the form of contributions to the
POWER account from individuals up to 133 percent FPL in an amount not to exceed 2 percent
of household income. Contributions to the POWER account from individuals below 5 percent
FPL can be no more than $1.00 per month. Individuals with incomes above 100 percent FPL are
required to coniribute to a POWER account as a condition of eligibility. If they discontinue
POWER account contributions, they will be dis-enrolied from HIP 2.0 coverage after a 60 day
grace period and will be disqualified for this coverage for 6 months. This penalty for not paying
into an health savings account was not approved by CMS prior o Indiana’s waiver approval.
Individuals with lower incomes will enroll in HIP Basic if they do not make POWER account
contributions. Lower income individuals on HIP 2.0 who cease making contributions will not lose
coverage, but will be automatically enrolled in HIP Basic instead of HIP Plus.

All beneficiaries are subject fo a copayment for non-emergency use of the Emergency
Department (ED). The state has been granted authority by CMS to show whether a graduated
copayment ($8.00 for the first instance and $25.00 for recurrent non-emergency use of the ED)
with education and referrals to primary care providers, will reduce ED use and lead 1o use of
health care in the appropriate setting. Federal law requires the use of a control group for
evalfuation in cases of experimental approaches to cost-sharing, and CMS has granted authority
for such control group for two years,

11 National Conference of State Legislatures, Federal Health Reform: State Actions Newsletter, April 5,
2013

12 hitp:/medicaid.gov/Medicaid-CHIP-Program-Informaticn/By-Topics/Waivers/MWaivers faceted.html?
fiterBy=Indianz :
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13 -httb:/fvxrww.knoxnews.comlnews/focaI—news/qov—haslam—unveils~altemative-to—med icaid-
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would be required to pay monthly premiums up to 2 percent of income. Included in the proposal
are plans for a copay pilot program with lower monthly premiums and a $50 copayment for non-
emergent use of the ED, exceeding the $8.00 maximum allowable copay under federal law.
Maximum cost-sharing, including premiums and copays, would remain at five percent of
income. A healthy behavior incentive program would be included.

Parents covered through a Marketplace QHP or ES] would have the option to have their
Medicaid or Children's Health Insurance Program (CHIP) eligible children covered in their same
plan with the state providing cost-sharing, premium, and benefits wrap-around coverage through
Medicaid/CHIP.

Another provision would automatically enroll able-bodied adults in a concurrent wark
program when newly eligible beneficiaries apply for Medicaid. However, work program
participation is not being proposed as a condition of eligibility and federal waiver authority is not
being sought for the work program. :

Savings generated from a previous Section 1115 waiver would be used to fund the
Healthy Utah waiver. The state also plans to use savings from state-funded behavioral health
and inpatient services for inmates to finance state program costs. The state would consider
increasing provider assessments if the costs of Healthy Utah are higher than the savings
achieved.™

Wyoming

A January 4, 2015, article in the Casper Star Tribune™ stated the Wyoming Legislature
will consider expanding Medicaid to low-income Wyomingites in 2015. The Joint Labor, Health
and Social Services Interim Committee did not support the Strategy for Health, Access,
Responsibility, and Employment (SHARE) Plan, a Medicaid expansion plan the state negotiated
with CMS over the course of several months. The SHARE Plan would require people who earn
more money to pay premiums of $20 to $50 a month and still could be considered during the
2015 Legislative Session. The plan would encourage individuals o access state resources for
employment and job training.

The Interim Committee chose to support a Medicaid expansion alternative based on the
Indiana program in which Medicaid recipients would contribute between $3 and $25 a monih
into a personal wellness account initially funded by the state. Medicaid dollars aiso would be
deposited info the account, and patients could use the money for health care expenses. These
accounts would be used in cost-sharing to pay insurance premiums and provide an incentive fo
keep personal health care costs low.™

State health leaders have stated the Interim Committee’s alternative plan could create
an outsized adminisirative burden for the Wyoming Department of Health. The Wyoming

14 Kaiser Commission on Medicaid and the Uninsured, Proposed Medicaid Expansion in Utah,, January
2015 Fact Sheet.

15 hitpAoowersource. post-gazette. con/bowerso ureefatest-alfernative-enerav/2015/01/04/Wyvorninag-
Legisiature-considers-marijua na-fifng-squads-for-death-penalty/stories/201 501040230

18 hilp.dbillingsgazefta.connews/state-and-regional/wyomina/healih -caredeaders-skeptical-of-meadicaid-
expansion-alfernaliva/article_a7d33048-0586-5266-9701547440cd0cch htmitixzz301 aerdsj
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The Medicaid expansion alternatives being implemented or considered by states are
* varied, ‘allowing each state’to tailor a.program best suited to ‘meet the needs’ and resources of
the state. Premium assistance, state managed care, health ‘savings accounts, and high
deductible health plans are among the most common alternatives considered fo date.
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