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OREGON HEALTH PLAN PREMIUM PROPOSAL

o On June 30, 1995, Oregon submitted a number of amendments to
the Oregon Health Plan (OHP) waiver. One of the amendments
would impose premiums on "new eligibles," i.e., those people
whose incomes areis below the Federal Poverty level (FPL),
but who do not meet other eligibility criteria for Medicaid.

The premiums would apply to all "new eligibles," including
those already participating, except pregnant women and
children born after September 30, 1983. The proposed
premium structure is:

Monthly Premiums

Family Income _ Number of "new eligibles" in Family
(% of FPL) 1 2 3 4 or more
0-49% . . . . . . . . . $6 $6.50 $7 $7.50
50-65% . . . . . . . . . 815 $18 $20 $22
66-85% . . . . . . . . . $18 $21 $24 $26
86-99% . . . . . . . . . 820 $23 $26 $28
o The State expects to collect $14.8 million from these new

premiums over its two year budget. The projected number of
individuals subject to the premium are shown below:

% of FPL Average number per month
0 - 49 80,200
50 - 65 8,600
66 - 85 17,200
B6 - 100 . 17,200
o Oonce an individual is determined to be eligible for the OHP,

he or she would maintain eligibility for a full 6-month
period, regardless of whether premiums were paid. However,
further eligibility would be denied until any back premium
payments were made. (I

o During the transition to premiums, Oregon will provide a
three-month grace period for currently eligible individuals
who receive their first billing the first month that
premiums are required, and will also: (1) not require
households whose redetermination of eligibility is due in
November or December 1995 to be current in their payments in
order to be redetermined eligible, and {2) require only the
minimum premium amounts at the 0-49% FPL level from all
households until January 1996, to assure accurate
computations of the ratio of household incomes to the FPL.
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o] HHS Concerns -- HHS is concerned that the premiums will
present a hardship to very low-income individuals. Even at
the levels proposed by the State, premiums may be
unaffordable for some families, and may deter many needy
people from seeking coverage. The Department views the
State's plan to preserve access through Oregon's transition
plan insufficient to prevent loss of coverage, especially in
contrast to a similar proposal we've received from
Tennessee, which contains much lower premiums but more
thorough and thoughtful protections for low-income
beneficiaries.

o HHS Proposal to the State -- Despite these concerns, HHS
proposed to permit the State to impose the premiums on the
condition that the State develop a plan for waiving
disenrollment for hardship cases. This offer was conveyed
to the State on Wednesday October 18, and immediately
rejected by them.

o Oregon's Response -- The State was unwilling to consider the
HHS proposal, but we expect to hear further from them today.

October 19, 1995

TOTAL P.©4
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Lines 586, 589. 599, and 601 are conditions which require surgery and/or modification
devices for the relief of sympioms for which there are differences of opinion on the success

of treatment. These illnesses seldom occur in children.

Line 602, Foreign Body Accidentally Left During a Procedure, would be covered by the
institution or provider who left the foreign body or as a complication of the surgical

intervention reimbursable at another line.

Rhizotomy for Spastic Diplegia (Line 592) is rarely pcrfbrmed in limited centers around the
country. This would be used to stop constant jerking and rocking motions which are the
result of cerebral palsy. Cerebral palsy is one of the conditions that is considered on the
ds;sfunCtion lines, and treatments for this condition might still be covered in order to address
a dysfunction in communication, posture and movement, reason and judgement, or eating,

elimination and respiration.

The Health Services Commission can make technical revisions to the list if specific codcé are
jdentified that were not paired appropriately. The Commision can initiate such technical
revisions, or they can be brought 10 the Commission’s attention by external sources such as
providers, advocates, or state agencies. The hearings and comorbidity determinations related
to the unfunded lines are reviewed to determine if a pattern has developed that indicates a

need for a technical revision to the list.

7/6/95 -6~
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E] . THE SECRETARY OF HEALTH AND HUMAN SERVICES
"3"': wASHINGTON, D.C. 20201

NOV 21 3
TNl

The Honorable John Kitzhaber, M.D.
Governor of Oregon
Salem, Oregon 97310-0001

Dear Governor Kitzhaber:
| am glad we had the opportunity today to talk directly about the two remaining

changes you have proposed to the Oregon Health Plan (OHP) -- charging premiums
to the newly eligible population under 100 percent of the federal poverty level

(FPL) and reducing the number of health services covered under the OHP.

Your proposal to begin collecting premiums from "new" enrollees (i.e., those not
currently efigible for Medicaid under current law) with incomes below 100 percent
of the poverty line is approved. Clients required to pay premiums will be advised
each month of the monthly premium amount. This approval is contingent upon our
understanding that no one will have their period of guaranteed eligibility interrupted
based on nonpayment of premiums during the six-month eligibility period. Itis

- further understood that, prior to the time at which any enrollee would lose

coverage or be denied access to new coverage due to nonpayment of the
premium, your staff will continue to work with ours to ensure that an appropriate
exceptions procedure for hardship cases is in place. Oregon will be required to
monitor the impact of premium collections on clients’ continued enroliment in the
OHP and to make adjustments to policy as necessary. While we believe we have
offered two reasonable proposals to protect coverage in cases of financial
hardship, we are open to discussing other options. One of our proposals, to
increase premiums for higher income individuals and reduce the burden on the
lowest income beneficiaries, was also easily administrable. | am committed to
developing a process that meets your two objectives: additional financing for
OHP; and a limited exceptions policy that is humane and not administratively
burdensome.

You have suggested that we should approve your original amendment to impose
premiums, which could iead to some disenroliments of individuals below the
federal poverty level, because we have approved other amendments that could
lead to disenrollments. Those individuals covered by the approved amendments --
college students, individuals with liquid assets over $5,000, and others whose
income exceeds 100 percent of the federal poverty level over a three-month

period -- are likely to have a greater ability to pay for health care coverage or, in



" NOU-21-1995 19:38 Folek ' ' ‘ P.83/64

Page 2

the case of college students, have access to health care on campus or health
insurance policies for students. In contrast, the group of OHP individuals between
0-100 percent of the federal poverty level, who lack liquid assets, are the poorest
of the poor. If your projections prove accurate that the numbers of these-
individuals who cannot pay and would have to disenrall is only a "few," we believe
that a limited exceptions policy will provide a needed safety net while having
minimal impact on the State’s expected increase in revenues related to the
premiums. As | indicated in the paragraph above we believe you should go ahead
with your premium strategy with the clear understanding that no one would be cut
off in the first six months until we have a hardship policy agreement.

With respect to changes in the benefits package, the Department is not opposed in
principle to changes in this package based on decisions made by Oregon’s
Legislature. However, prior to providing approval of your requested change, the
Department will need to review the responses to the questions raised in our letter
of October 30, 1995 which we have just received. Because of its innovative and
complex nature, Oregon’s original proposal received careful legal and policy
scrutiny, including a review by the Office of Technology Assessment on the issue
of covered services. Because of some of the concerns raised by that review, we
required specific itemized approval of any subsequent changes as one of the
conditions of the waiver approval. We must determine to what extent some of the
25 items excluded under your current proposal may be of demonstrable benefit in

- reducing pain or disability for some beneficiaries. In order to reach closure on the
benefits package changes, | would like to invite your staff, during the week of
November 27, to join the HHS team in face to face mestings to fully discuss the
changes. At that time, staff can also discuss the exceptions process related to
charging premiums. Knowing that you are committed to implementing a revised
package of benefits by January 1, 1996 and premiums by December 1, 1995, we
will work with you on an expedited basis to resolve all questions related to the
proposed changes. You will recall that we have previously agreed on a framework
for reducing capitation rates at our meeting of October 25, 1985.

| know that you are anxious to proceed with changes in OHP. | hope you can
appreciate the fact that when we have approved 1115 demonstrations, we have
done so only when we believe the programs will maintain basic benefits for
Medicaid eligibles and, where possible, improve health care coverage more broadly
in a State. | know that we both want to ensure that the demonstration maintains
appropriate benefits for Medicaid eligibles, and treats Oregon’s poorest citizens
fairly. At a time when the President is striving to protect guaranteed benefits for
low income individuals, | know that you can appreciate our heightened concern.
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Page 3
| remain confident that the remaining issues surrounding your request can be
quickly resolved through direct discussions, and we Jook forward to pursuing a
process that will lead speedily to a mutually satisfactory outcome.

Sincerely,

‘BM, AN

Donna E. Shalala

TOTAL P.B4
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The Honorable John Kitzhaber, M.D.
Governor of Oregon
Salem, Oregon 97310-0001

Dear Governor Kitzhaber;

| am glad we had the opportunity today to talk directly abqut the two remaining
changes you have proposed to the Oregon Health Plan (O — charging premiums
to the newly eligible population under 100 percent of the federal poverty level
(FPL) and reducing the number of health services covered under the OHP.

Your proposal to begin collecting premiums from “new" enrollees (i.e., those not
currently eligible for Medicaid under current law) with incomes below 100 percent
of the poverty line is approved. Clients required to pay premiums will be advised
each month of the monthly premium amount. This approval is contingent upon our
understanding that no one will have their period of guarantesd eligibility interrupted
based on nonpayment of premiums during the six-month eligibility period. It is
further understood that, prior to the time at which any enroliee would lose
coverage or be denied access to new coverage due to nonpayment of the
premium, your staff will continue to work with ours to ensure that an appropriate
exceptions procedure for hardship cases is in place. Oregon will be required to
monitor the impact of premium collections on clisnts’ continued enrollment in the
OHP and to make adjustments to policy as necessary. While we believe we have
offered two reasonable proposals to protect coverage in cases of financial
hardship, we are open to discussing other options. One of our proposals, to
increase premiums for higher income individuals and reduce the burden on the
lowest income, was also easily administrable. | am committed to developing a
process that meets your two objectives: additional financing for OHP; and a
limited exceptions policy that is humane and not administratively burdensome.

care

You have suggested that we should approve your original amendment to impose
premiums, which could lead to some disenroliments of individuals below the
federal poverty level, because we have approved other amendments that could
lead to disenrollments. Those individuals covered by the approved amendments --
college students, individuals with liquid assets over $5,000, and others whose
income exceeds 100 percent of the federal poverty level over a three-month
period -- are likely to have a greater ability to pay for health care coverage or, in
the case of college students, have access to health care on campus or health
insurance policies for students. In contrast, the group of OHP individuals between
0-100 percent of the federal poverty level, who lack liquid assets, are the poorest
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of the poor. If your projections prove accurate that the numbers 9/:;5
individuals who cannot pay and would have to disenroll is only a #fews we believe
that a limited exceptions policy will provide a needed safety net while having
minimal impact on the State’s expected increase in revenues related to the
premiums. As | indicated in the paragraph above we believe you should go ahead
with your premium strategy with the clear understanding that no one would be cut

off in the first six mon}l')s -ntill/v ave a harn}fshlp palicy agreement.
vn
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With respect to changes in the beneflts package, theG‘Department is not opposed in
principle to changes:in this package based on decisions made by Oregon’s
Legislature. However, prior to providing approval of your requested change, the
Department will need to review the responses to the questions raised in our letter
of October 30, 1995. Because of its innovative and complex nature, Oregon’s
original proposal received careful legal and policy scrutiny, including a review by
the Office of Technology Assessment on the issue of covered services. Thus, HHS
is conducting an analogous review.@wstdet&mmé‘lto what extent some of
the 25 items excluded under your current proposal may be of demonstrable benefi ko/( (/\
in reducing pain or disability for at least some peopl@ln order to reach closure o
the benefits package changes, | would like to invite your staff, during the week of
. November 27, to join the HHS team in face to face meetings to fully discuss the

/\
)
>\\u\5‘ changes. At that time, staff can also discuss the exceptions process related to

charging premiums. Knowing that you are committed to implementing a revised
package of benefits by January 1, 1996 and premiums by December 1, 1995, we
will work with you on an expedited basis to resolve all questions related to the
proposed changes. You will recall that we have previously agreed on a framework
for reducing capitation rates at our meeting of October 25, 1995.

| know that you are anxious to proceed with changes in OHP. | hope you can
appreciate the fact that when we have approved 1115 demonstrations, we have
done so only when we believe the programs will maintain basic benefits for
Medicaid eligibles and, where possible, improve health care coverage more broadly
in a State./We/want to ensure that any changes in Oregon’s original approach do
not erode beneffits for Medicaid eligibles and drop from coverage the poorest
citizens il the Btate. At a time when the President is striving to protect
guarantged benefits for low income |ndividuals, | know that you can appreciate our

/\"MW ho W{? MNine }u
(\M@j@% ks ey
f ‘JW{%W? v fo %

9

§



NOU-21-1985 15:50 *okok P.B4-04

- Al -

Page 3 DRAFT

| remain confident that the remaining issues surrounding your request can be
quickly rescolved through direct discussions, and we look forward to pursuing a
process that will lead speedily to a8 mutually satisfactory outcome.

Sincerely,

Donna E. Shalala

TOTAL P.84
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Dear Governor Kitzhaber:

I, too, am sorry that we have been unable to talk directly about the two remaining changes
you have proposed to the Oregon Health Plan (OHP) -- charging premiums to the newly eligible
population under 100% federal poverty level FPL and reducing the number of health services
covered under the OHP. At our meeting October 25, I believed that we had reached agreement
on the premium issue and, while we did not reach closure on reducing the list of covered benefits,
we did approve reducing capitation rates.

Your proposal to begin collecting premiums from “new” enrollees with incomes below
_¥00% of the poverty line (i.e., those not currently eligible for Medicaid under current law) is
approved. Clients required to pay premiums will be advised each month of the monthly premium

based on nonpayment of premiums during the six-month eligibility period. It is further
understood that, prior to the time at which any enrollee would lose coverage due to an inability to
pay the premium, your staff will continue to work with ours to ensure that an appropriate
exceptions procedure for hardship cases is in place. Oregon will be required to monitor the
impact of premium collections on clients’ continued enroliment in the Oregon Health Plan and to
make adjustments to policy as necessary. I am confident that we can develop a process that meets
your objectives of additional financing for OHP while providing a limited exceptions policy that is
both administrable and humane.

You have argued that we should approve your original amendment to impose premiums,
which could lead to some disenrollments of individuals under 100% FPL, because we have
approved other amendments that could lead to disenrollments. Those individuals covered by the
approved amendments -- college students, individuals with liquid assets over $5000, and
individuals whose income exceeds 100% FPL over a three month period -- are likely to have a
greater ability to pay for health care coverage or, in the case of college students, have access to
health care on campus or health insurance policies for students. In contrast, the group of OHP
individuals between 0-100% FPL, who lack liquid assets, are the poorest of the poor. Liyeue——/@
statement is true/ that the numbers of these individuals who cannot pay and would have to

“—disenroll is only a “few,) we believe that a limited exceptions pollcy will provide a needed safety

7

net while having minimal impact on the State’s expected increase in revenues related to the
premiums.

decisions made by Oregon’s Legislature. However, prior to providing approval of your requested

change, the Department will need to review the responses to the questions raised in our letter of

October 30, 1995. As your staff will recall, the original waiver proposal was subjected to line-by- ¢j\g_ na_
__line legal and policy scrutiny. We are concerned that some of the 25 items excluded under your— U
current proposal may be of démonstrable benefit in reducing pain or disability for at least some -

The Department is not opposed in principle to changes in the benefit package based on
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people. In order to reach closure on the benefits package changes, I would like to invite your >
staff, during the week of November 27, to join the HHS staff and other legal and clinical staff in a
face to face meeting to discuss fully questions about the changes. We would urge you to submit
the answers to the questions of October 30, 1995 in advance so that the meeting can be
productive. At that time, staff can also discuss the exceptions process related to charging
premiums. Knowing that you are committed to implementing a revised package of benefits by
January 1, 1996 and premiums by December 1, 1995, we will work with you on an expedited
basis to resolve all questions related to the proposed changes.

I know that you are anxious to proceed with changes in OHP. 1 hope you can appreciate
the fact that when we have approved 1115 demonstrations, we have done so only when we
believe the programs will maintain basic benefits for Medicaid eligibles and, where possible,
improve health care coverage more broadly in a State. Oregon is proposing fundamental chanjf] s j"/ ©
in its original approach that could erode benefits for Medicaid eligibles and drop from coverage | = b
the poorest citizens in the State. At a time when the President is striving to protect guarantée

benefits for low income individuals, I know that you can appreciate my heightened concern.

i
e [/
e’
LA

V

I remain confident that the remaining issues surrounding your request can be quickly
resolved through direct discussions, and we look forward to pursuing a process that will lead
speedily to a mutually satisfactory outcome.
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JOHN A. KITZHABER

" GOVERNOR

November 17, 1995

Secretary Donna Shalala

Department of Health and Human Services
200 Independence Ave,, SW

Washington, D.C. 20201

Dear Secretary Shﬂala:

I am sorTy that we have been unable to connect by phone, but I understand the difficulty of
making connections with my being in Asia and your dealings with the fedetal shutdowns.

T am Writing to express my CONCEms over our inability to reach agreement on approval for
the two remaining changes in the Oregon Health Plan -- the charging of premiums to the
“newly-eligible” population and the change in the benefit package. Trying to negotiate
these issues bas consumed aa enormous amount of time from my smoall staff, and I must
share with you my growing frustration with this process.

" As you know, Oregon’s Legislature in June approved a number of changes to the Oregon
Health Plan (OHP), almost all of which were proposed in my budget. Prior to that time,
staff at HCFA were well-aware of the potential changes. Our formal requests for
medification to our demonstration were submitted jn late June and carly July. We
received approval for a number of changes which impacted eligibility beginning in
October. It is important to point out that the changes acceptable 10 HHS -- including an
asset test and three-month income averaging -- will have the effect of dropping 15.000

people from coverage.

We are still awaiting approval for the last two changes which have the Jargest dollar
impacts. These changes reflect the policy which lies at the heart of the Health Plan:
namely that we need to make hard choices in an explicit manner and that persons should

" hold some financial respoasibility for sharing in the cost of their care. It has been nearly a
month since we met in Washington, D.C. and reached what I thought was an agreement
on these issues. Clearly that is not the case.

Let me first address the issue of premiums. Our proposal was to require that those who
are newly-eligible under the OHP (i.e. do not qualify for Medicaid under federal law) pay
2 modest amount, based on income, towards the cost of their care. These people conunue
10 be guaranteed coverage for six months. At the end of that time, however, they would
be required to pay the amounts past due before being considered for further eligibility. My
understanding of our agreement was that, before anyone actually lost coverage due to an
inability to pay the premjum, we would set up some kind of review process. Although we

STATE CAPITOL, SALEM 97310-0370 (503) 378-3111 FAX (.50.3_) 378.4863 TDD (503) 3782859
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Secretary Shalala
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continue to believe that our initial proposal is reasonable, we have since put two specific
proposals on the table to address HHS concerns, neither of which is apparendy acceptable
to the Department.

The verbal responses we have received from HHS are that they would like a process that
would basically assure that anyone who believes they cannot pay would be allowed to
continue. This does not reflect the understanding we reached in your office, noris it a
viable alternative. It would require enormous administrative support and, in the end,
would be based on subjective (and unenforceable) judgments. Again, I would like to
reinforce the fact that we are only proposing that premiums be applied to those who have
no entitlement to Medicaid under federal law; these are people who, absent the Oregon
Health Plan, have ng health care coverage. The irony here is that the HHS staff are willing
to approve changes which will eliminate 15,000 people from coverage, but resist modest
premiums for people with 5o entitlement to care because a few might lose coverage.

Secondly, I am deeply concerned with the delays and lack of action on our request for a
change in the benefit package. Although your staff were aware of the timelines assumed
in our budget savings, it sook almost four months for questions to be sent to us on this
change. The letter we received on October 30 included four pages of hine-by-line '
questions. What I find especially interesting is that, aithough there was a good deal of
communication and negotiation which occurred around the progess to develop the list
prior to granting of the initial waiver, I do not believe we ever received any specific
questions about services which were ot covered beginning at that time. Now, with 2
program that is clearly working and which is improving the health of Oregonians, we are
being subjected to a detailed analysis of each and every change we are proposing. Thisis
the kind of illogical, bureaucratic contradiction that has contributed to the current lack of
credibility of many of our federal agencies.

The latest suggestion we received from your staff was that we change the capitation rates
for managed care plans, although they were not yet willing to allow us 1o change the
benefit package. Such an approach would be directly contrary to the principles of the
Health Plan, which require that we make explicit decisions on the benefits but pay the
reasonable costs of providing those begefits. These principles have been embodied in
statute since 1989 and were in place when the waiver was granted.

As you know, our legislative Emergency Board is meeting this week. This Board serves
as ap interim budget body and is co-chaired by the Senate President and House Speaker.
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Secretary Shalala
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The Department of Human Resources is scheduled to present its “budger rebalance” to the
Board at that time. Since we already have incurred costs due to the delays in receiving
approval of the premjum proposal, it will be necessary for the Department to report on the
status of the negotiations with the federal government over these changes.

I had hoped that we could avoid reporting on the lack of action and instead report that
the Administration had provided us approval to continue our demonstration with these
changes. Since that is not the case, I have no choice but to report that the Clinton
Administration’s ipsistence on urying to preserve the status quo will result in more low-
income Oregonians going without health care coverage. [ understand that dropping
people from all coverage is acceptable to the Administration, while using sliding scale
premiums and modifying the benefit package is not. I respectfully disagree with this

policy.

I am disappointed by the lack of action by your office aad hope that these issues can be
resolved without further delay. ' :

ely,

John A. Kitzhaber, M.D.

JAK jit:jj

cc: President Clinton
Leon Panetta

(¥ ]

TOTAL P.B6



On raising the line, we should reiterate our request for responses to our questions and state that
we cannot make a decision before we receive the answers.

. We need to determine how approving this proposal would further erode coverage for )
traditional Medicaid eligibles by reducing the number of health care services covered '
under the Oregon Health Plan.

. As opposed to treatments excluded from coverage by prior drawings of the line by
Oregon, some of the 25 items they would exclude under their current proposal may be of
demonstrable benefit in reducing pain or disability for at least some peopie.

. We need to make certain that raising the line would not place the State in violation of the

Americans’ with Disabilities Act nor causc\ undue hardship for disabled enrollees.
'
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THE SECRETARY OF HEALTH AND HUMAN SERVICES
WASHINGTON, D.C. 20201

November 18, 1995

NOTE TO CAROL RASCO

From: Donna Shalala % 8\}*————

L] . \~ . . . - .
Subject: Oregon proposal to charge premiums to individuals with income under the
poverty level and to “raise the line” for health care services

We are currently at a stalemate with the State of Oregon on two proposed modifications to their
1115 waiver: (1) a proposal to charge premiums to the lowest income individuals covered by the
waiver who would not otherwise be eligible for Medicaid -- those with income from 0 - 100
percent of the federal poverty line; and (2) a proposal to “raise the line” of health services
covered under the demonstration for both the expansion population and categorically eligible
low-income women and children.

Premiums

The premium charges would be as follows:

Income as percent of Range of

federal poverty level monthly premiums
0 - 49 percent $ 6.00-% 7.50
50 - 65 percent $15.00 - $22.00
66 - 85 percent $18.00 - $26.00

86 - 99 percent $20.00 - $28.00

I met with Governor Kitzhaber and agreed to approve the premium structure if the State would
allow individuals who are facing true financial hardship to continue being covered by the Oregon
Health Plan. Although the State is willing to postpone collection of premiums for persons with
zero income, those individuals would incur a permanent debt that would be collectable through
the State income tax refund process. The State has rejected providing any but some very
narrowly-defined payment deferrals even for zero-income individuals and would disenroll
persons who cannot afford premiums if they have incomes above zero percent of the federal
poverty level. The State argues that it is administratively infeasible to apply anything but
narrow, easy-to-define criteria. And, it argues that a broader hardship standard would result in
decreased premium collections and undermine individual responsibility.



“Raising the Line”

The State submitted a proposal to raise the line of covered health services from item 606 to item
581 on its prioritized list of medical condition/therapeutic treatment pairs, thus eliminating 25
previously covered conditions/treatments. In his October 25th meeting with me, the Governor
told me that managed care plans would continue to provide services needed by enrollees and that
raising the line for managed care enrollees only meant approval to reduce the capitation rate.
During that meeting, I agreed to raising the line for managed care plans, which provide coverage
to 80 percent of the persons covered by the “line.” I also told the Governor that we were not yet
ready to make a decision on the issue of raising the line for fee-for-service enrollees until we had
completed the necessary legal and medical reviews of the eliminated conditions/treatments.

The state is still pressing for a decision on raising the line for fee-for-service enrollees, but has
not yet responded to questions we sent them on Ottober 30th. I have indicated to the Governor
that I am not opposed in principle to raising the line, but I do not want to make a decision before
we get the answers to our questions. As with our initial review of the waiver, we must ask hard
questions about whether reducing the number of covered services would cause undue hardship to
enrollees, particularly disabled persons. I also must determine whether their proposal could
violate the Americans with Disabilities Act. So that this review process does not drag on in a
bureaucratic way, I am prepared to suggest that the Governor and I each put our experts in a
room in Washington or Oregon to clarify all issues as soon as possible.

Recommendations
We feel strongly that the premium proposal should be disapproved:

. Approving this proposal would undercut the effort we are making, as part of the
Reconciliation process, to protect the safety net for low income individuals, and to make
the case that imposing premiums and cost sharing on low-income individuals is
tantamount to denying them coverage. In Oregon, the State is proposing both to impose
premiums on very low income individuals, and to disenroll them if they cannot pay.

. The primary reason we allowed Oregon to reduce covered Medicaid benefits, through its
priority list, is that the State was expanding coverage to uninsured individuals. If the
State imposes premiums and disenrolls many individuals who are unable to pay, it
undermines the framework of our original agreement.

We should not acquiesce on premiums. We are willing to be flexible on charging premiums if
the State provides a safety net for truly needy individuals. Net revenue loss to the State could be
minimized or eliminated; we have offered to adjust premiums for paying persons to offset any
budget losses from non-paying individuals. The principle of protecting coverage for low-
income people is fundamental.
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JOHN A. KITZHABER

GOVERNOR
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Secretary Donna Shalala

Department of Health and Human Services
200 Independence Ave., SW
Washington, D.C. 20201

Dear Secretary Shalala:

I am sorry that we have been unable to connect by phone, but I understand the difficuity of
making connections with my being in Asia and your dealings with the federal shutdowns.

I am writing to express my concems over our inability to reach agreement on approval for
the two remaining changes in the Oregon Health Plan -- the charging of premiums to the
“newly-eligible” population and the change in the benefit package. Trying to negotiate
these issues has consumed an enormous amount of time from my small staff, and I must
share with you my growing frustration with this process.

As you know, Oregon’s Legislature in June approved a number of changes to the Oregon
Health Plan (OHP), almost all of which were proposed in my budget. Prior to that time,
staff at HCFA were well-aware of the potential changes. Our formal requests for
modification to our demonstration were submitted in late June and early July. We
received approval for a number of changes which impacted eligibility beginning in
October. It is important to point out that the changes acceptable to HHS -- including an
asset test and three-month income averaging -- will have the effect of dropping 15.000
people from coverage. -

We are still awaiting approval for the last two changes which have the largest dollar
impacts. These changes reflect the policy which lies at the heart of the Health Plan:
namely that we need to make hard choices in an explicit manner and that persons should
hold some financial responsibility for sharing in the cost of their care. It has been nearly a
month since we met in Washington, D.C. and reached what I thought was an agreement
on these issues. Clearly that is not the case. :

Let me first address the issue of premiums. Our proposal was to require that those who
are newly-eligible under the OHP (i.e. do not qualify for Medicaid under federal law) pay
a modest amount, based on income, towards the cost of their care. These people continue
to be guaranteed coverage for six months. At the end of that time, however, they would
be required to pay the amounts past due before being considered for further eligibility. My
understanding of our agreement was that, before anyone actually lost coverage due to an
inability to pay the premium, we would set up some kind of review process. Although we
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Secretary Shalala
November 17, 1995
Page two

"2 continue to believe that our initial proposal is reasonable, we have since put two specific

.proposals on the table to address HHS concerns, neither of which is apparently acceptable
‘to the Department.

The verbal responses we have received from HHS are that they would like a process that

would basically assure that anyone who believes they cannot pay would be allowed to

continue. This does not reflect the understanding we reached in your office, norisita

viable alternative. It would require enormous administrative support and, in the end,

would be based on subjective (and unenforceable) judgments. Again, [ would like to

reinforce the fact that we are only proposing that premiums be applied to those who have

no entitlement to Medicaid under federal law; these are people who, absent the Oregon

Health Plan, have no health care coverage. The irony here is that the HHS staff are willing ~

to approve changes which will eliminate 15,000 people from coverage, but resist modest MKy, y
premiums for people with no entitlement to care because a few might lose coverage. /-_‘?, ST

. _‘1/,.’ e
Secondly, I am deeply concerned with the delays and lack of action on our request fora e
change in the benefit package. Although your staff were aware of the timelines assumed "{{"f___.';"f'; s
in our budget savings, it took almost four months for questions to be sent to us on this c
change. The letter we received on October 30 included four pages of line-by-line P

questions. What I find especially interesting is that, although there was 2 good deal of '{(e S
communication and negotiation which occurred around the process to develop the list < -
prior to granting of the initial waiver, I do not believe we ever received any specific j
questions about services which were not covered beginning at that time. Now, witha ‘ (4,,7
program that is clearly working and which is improving the health of Oregonians, we are A
being subjected to a detailed analysis of each and every change we are proposing. This is

the kind of illogical, bureaucratic contradiction that has contributed to the current lack of

credibility of many of our federal agencies.

The latest suggestion we received from your staff was that we change the capitation rates
for managed care plans, although they were not yet willing to allow us to change the
benefit package. Such an approach would be directly contrary to the principles of the
Health Plan, which require that we make explicit decisions on the benefits but pay the
reasonable costs of providing those benefits. These principles have been embodied in
statute since 1989 and were in place when the waiver was granted.

As you know, our legislative Emergency Board is meeting this week. This Board serves
as an interim budget body and is co-chaired by the Senate President and House Speaker.
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The Department of Human Resources is scheduled to present its “budget rebalance” to the
Board at that time. Since we already have incurred costs due to the delays in receiving
approval of the premium proposal, it will be necessary for the Department to report on the
status of the negotiations with the federal government over these changes.

the Administration had provided us approval to continue our demonstration with these
[ changes. Since that is not the case, I have no choice but to report that the Clinton
S \ Administration’s insistence on trying to preserve the status quo will result in more low-
. 'u_ ) income Oregonians going without health care coverage. Iunderstand that dropping
ST | people from all coverage is acceptable to the Administration, while using sliding scale
"+.,.. .| premiumsand modifying the benefit package is not. I respectfully disagree with this
PN \;// A L policy.

5\ 1 had hoped that we could avoid reporting on the lack of action and instead report that

uj'v e F ‘.{_

I am disappointed by the lack of action by your office and hope that these issues can be
resolved without further delay.

rely,

John A. Kitzhaber, M.D.

JAK jit:jj
cc. President Clinton
Leon Panetta



