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Governor Chafee: 

 HealthSource RI (HSRI), which was created by Executive Order and without an underlying, specific 

statute, is in a unique situation as it develops its budget for FY2016. In this letter of transmittal I have 

included two sections: 1) an explanation of the budget as submitted and funding options; 2) an 

assessment describing the key implementation challenges facing the state and HSRI as it moves into the 

2015 open enrollment period and potentially its  last year of federal funding. This will allow the next 

Governor maximum flexibility in determining the future of HSRI. 

Budget Submission for FY 2015 and FY 2016 

The budget, as submitted, reflects the continued development and build — using federal grants— of 

technology, policies and procedures, advanced analytic capacity, consumer decision support tools, and 

technology and decision support for small businesses, brokers and employees. This development will 

continue through calendar year 2015, which encompasses the first half of FY 2016.  

The federal environment surrounding the implementation of the ACA, the FFM (Federally Facilitated 

Marketplace) and support for SBMs (State Based Marketplaces) continues to be dynamic and evolving.  

It is realistic to expect additional federal changes and challenges for the remainder of FY 2015 and FY 

2016.  

On October 14th 2014, HSRI received notice that CMS (The Centers for Medicare and Medicaid Services)/ 

CCIO (Center for Consumer Information and Insurance Oversight) has approved an additional $5.87 

million grant to HSRI. In addition, there are two more grant cycles before the end of Calendar year 2014.  

CMS/CCIIO has provided guidance to state based marketplaces (SBMs) that it will allow federal funds for 

Development and Design Implementation (DDI) to be used through the end of CY 2015, instead of CY 

2014 as originally planned.  This is a recognition of the difficulties the FFM and many SBMs have faced 

over the past year as well a series of challenges that were not anticipated by the federal government in 

the early stages of implementation of the ACA. One caveat is that all SBMs must pay for basic 

operational expenses in CY 2015 because the vast majority of SBMs already have a revenue source in 

state statute to fund their operations. There is limited federal guidance at this point describing the 

difference between operations and DDI, the existing information is in the form of FAQs at this link. 

<http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/Downloads/no-cost-extension-faqs-3-14-

14.pdf> 

HSRIs budget submission includes additional FY 2015 information, reflecting the added $56.9 million in 

federal funds we have received since our last budget submission (awarded between 10/1/2013 and 

10/1/2014) and $5.87 million awarded after 10/1/2014.  We are assuming the bulk of these funds will 

be spent or encumbered by June 30th of 2015, however, given the normal time frames of purchasing 

and hiring, it is likely that there will be carryover into FY 2016.   

For FY 2016, we are assuming a total expenditure of $27.68 million.  Of this, $8.5 million is designated as 

the state share covering the cost of operations as defined by the CMS/CCIIO in FY 2016 and $4 million in 

state share deferred from the second half of FY 2015 based on our best interpretation of limited current 

http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/Downloads/no-cost-extension-faqs-3-14-14.pdf
http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/Downloads/no-cost-extension-faqs-3-14-14.pdf
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guidance. We continue to work with CMS/CCIIO regarding the second half of FY 2015 – it continues to 

be our assumption that we can push the state share (CMS definition of operations) into FY 2016. At this 

point we are estimating the amount for the first half of FY2016 to be around $4.0 million.   

This budget submission also assumes that EOHHS/Medicaid has included 80% of the cost of the contact 

center in FY 2016.  Under an agreement arranged between HSRI and EOHHS/Medicaid in 2011/2012 

HSRI has paid for the startup costs of the contact center and assumed 65% of the cost from July 2013 

through July for 2014 and EOHHS/Medicaid agreed to pay 80% of the cost for the next 12 months. The 

state share of the Medicaid expense is 25%.  

The details of the budget across categories for FY 2016 in the agency impact template (attached with 

this transmittal letter) reflects the total expenditure of $27.68 million. As described above multiple 

categories would leverage DDI federal funding, revenue from a funding stream within a structure to be 

decided by the incoming governor and the legislature, and revenue from sales of tools and services 

through a restricted receipt account for HSRI. 

We assume that a decision regarding funding streams and structure will be decided by the incoming 

governor and the legislature in time for at least the second half of FY 2016.  

Funding Options 

With the exception of Vermont, New York, Maryland, Kentucky and Rhode Island, all other state based 

marketplaces have a dedicated revenue stream in place to fund their operation.  

In states without a SBM, individuals and small businesses must rely on the FFM.  Beginning in CY 2014, 

the Federal Marketplace is funded by an assessment collected through insurance carriers and passed on 

to all individuals and small businesses purchasing health insurance, whether they purchase on or off the 

Exchange. Currently, that formula is to multiply the amount of premiums collected in the Exchange by 

3.5% and then spread that amount over all rate payers in the individual and small group markets.  For 

illustrative purposes if Rhode Island used exactly the same approach, with 100,000 people using HSRI, all 

rate payers in the individual and small group markets would pay an additional 1.9% in their premiums, 

amounting to about 17 million dollars a year.   

It is important to note that this approach imposes a fee on individuals and small businesses, the two 

insurance markets that have had the least ability to affect price and quality in the market to date, and 

whose only option when costs increase has been to drop coverage or forgo capital and human resource 

investment in growth to cover their health insurance expense. If the goals outlined in the Executive 

Order and Advisory Board Strategic Plan of reduced cost and higher quality are achieved, all health 

insurance purchasers will benefit. If an assessment is to be imposed, strong consideration should be 

given to imposing it across all payers, including self-insured employers.  

There are myriad options for funding HSRI from a state appropriation without a dedicated revenue 

stream to a broad based dedicated claims based assessment to the sale of the HSRI tools and 

infrastructure to other public or private entities.   
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HSRI believes three different approaches should be combined. 

1. Federal grants or reimbursements: As discussed, there will be ongoing, federally-mandated 

changes in eligibility, policies and procedures. As with other federal subsidies administered 

by states, such as Social Security disability and SNAP, the federal government generally pays 

a significant portion of the cost of administering the benefit.   

2. A broadly based claims assessment 

3. Revenue generated by HSRI from the sale of tools and products it develops, such as 

components of SHOP, to other states or private sector entities, the sale of other products 

and services to HSRI customers, advertising on the HSRI Web site and private-public 

partnerships that may develop, such as testing and evaluating innovative consumer decision 

support tools. 

  

First Year Review 

Rhode Island Healthcare Landscape Snapshot: 

 Total expenditures for health care in Rhode Island have doubled every nine years since 1991 – 

the state has moved from $2.5 billion to $9.6 billion in 2009 (latest available)   

 Twenty-one percent of Rhode Island’s gross state product (GSP) is spent on health care – more 

than most other states  

 For many of the state’s small businesses, the cost of providing health insurance to employees  

exceeds the cost of the raw materials necessary to manufacture their products as well as their 

taxes 

 The cost of providing health insurance to employees often exceeds the total tax burden for 

many of the state’s small businesses  

 

HSRI’s focus on helping consumers understand insurance and its creation of consumer support tools — 

allowing for side-by-side plan comparisons — has already contributed to increased competition and 

some plans that are less expensive than they were in 2014. HSRI believes its efforts will, over time, 

contribute to reducing total health care expenditures in Rhode Island. 

One year after its launch, HSRI has already seen signs of progress toward this goal, as outlined here: 

Pre-Exchange 

 Historically, small businesses have lacked information about health insurance rate increases 

until 30 to 60 days prior to their renewal, often resulting in a detrimental effect on the ability of 

small businesses to budget for the coming year   

 One insurance company offered plans for individuals, and just two insurance companies offered 

plans to small businesses 
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Post-Exchange: 

 Small businesses can now know and plan for insurance rate increases a year prior to renewal, 

allowing small businesses to make sound planning and budgeting decisions and to control their 

costs  

 Three insurance companies, up from just one choice for individuals, offer plans to both 

individuals and small businesses. This is a real increase in choice to individuals. 

 Some premiums are 14 percent less expensive than they were in 2014, and there are more 

affordable options in the small group market 

HSRI is widely considered one of the most successful state-based exchanges in the nation. By the end of 

the first open enrollment period, 27,961 Rhode Islanders had enrolled in coverage through the 

individual marketplace, more than doubling federal enrollment estimates. 

Rhode Island also exceeded expectations for small businesses via its Small Business Health Options 

Program (SHOP). Rhode Island.   SHOP enrollment has grown steadily, and Rhode Island boasts the 

highest per-capita enrollment in the country. The federal government effectively “punted” on the SHOP 

requirements, delaying this critical offering to small businesses to allow more time to address the 

technical challenges of open enrollment on the individual side. 

HealthSource RI continues to use the federal resources it has been given to forge a path to improve the 

business climate in the state and address the unsustainable increases in the cost of health care and 

health insurance.   

Goals 

HSRI’s goals and objectives were set through an extensive stakeholder process led by the Lt Gov 

beginning in early 2010, outlined in your EO and then clearly articulated by the Exchange Advisory 

Board.  They are: 

1. Improve the health of Rhode Islanders 

2. Achieve Near Universal Coverage in Rhode Island 

3. Favorably Impact Health Insurance Cost Trends 

4. Favorably Impact Health Care Delivery System Effectiveness and Efficiency 

5. Add value to employer health insurance purchasing 

In our effort to execute on these goals, the fundamental premise of HSRI is that consumers (individuals 

and families, employers and employees and brokers) will make thoughtful decisions based on their 

health care needs and budget if they have the necessary information and support to understand their 

options.  HSRI’s intent is to foster competition between health insurers by educating consumers on how 

health insurance is priced, the value of different provider networks based on price and outcomes, and 

the use of deductibles and copayments in different network and plan designs. HSRI is designed to create 

a level playing field as a neutral third party to support comparisons and to provide decision support in 
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delivering transparency at the consumer level to drive real management of cost and quality in order to 

reduce ineffective spending on health care in the state’s economy.   

HSRI offers commercial insurance products from three carriers: Blue Cross & Blue Shield of Rhode Island, 

Neighborhood Health Plan of Rhode Island and UnitedHealthcare. The plans offered cover the same 

services at the same prices, whether purchased on or off the Exchange; however, certain health 

insurance plans are offered only through HSRI. 

During the annual open enrollment period, HSRI provides information on plans and their costs to 

existing and new customers, along with decision support tools to ensure that consumers continue to buy 

and/or retain their health insurance coverage. 

For individuals and families without access to employer-provided health insurance, HSRI determines 

eligibility for federal advanced premium tax credits (APTC) on behalf of the federal government, 

provides access to competing health plans, and supports and informs consumers in comparing the value 

of competing health insurance plans. After enrollment in a plan, HSRI works with consumers on billing 

and coverage issues, provider choices, the use of deductible and copayments, as well as reaching out to 

ensure consumers keep current with premiums and retain their insurance.  

For small businesses with fewer than 50 employees (in 2016, federal law requires that businesses  with 

up to 100 employees be allowed to shop through the Exchange), HSRI provides support and decision-

making tools that generate quotes, access to the option of full employee choice (which allows 

employees to take the employer’s tax-free contribution toward health insurance and choose from any 

carrier and plan), and provides decision support tools designed specifically to support employees in 

comparing the value of competing health insurance plans., After enrollment in a plan, HSRI works with 

employers and their employees on billing and coverage issues, provider choices, the use of deductible 

and copayments as well as outreach to ensure they keep current with premiums and retain their 

insurance.  

HSRI also supports the Executive Office of Health and Human Services (EOHHS) and the Department of 

Human Services (DHS) by providing information and support to those who are newly eligible for 

Medicaid, including complex cases where one family may have members receiving different health 

insurance coverage, as well as for those experiencing difficulty with the application process. HSRI also 

provides support to Navigators and outreach workers who are assisting those applying for Medicaid 

coverage. 

Execution Challenges  

In 2011, the State of Rhode Island made a decision to develop an integrated eligibility system for 

Medicaid and APTCs, and to leverage other federal funding to replace state legacy systems, including 

SNAP, TANF, etc. This resulted in the creation of the Unified Health Infrastructure Project (UHIP). UHIP 

ensures compliance with federal law in that all who apply for an APTC are first screened for Medicaid 

eligibility. In phase two, UHIP will integrate the remaining programs. HSRI has contributed a substantial 

portion of its federal grant funds to support the creation of UHIP. The development and design of UHIP 
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is managed by the Department of Administration and is led by a consensus group representing the 

Lieutenant Governor, EOHHS, DHS, the Office of the Health Insurance Commissioner (OHIC) and HSRI.  

The magnitude of the UHIP build and the differing business needs of the agencies involved make it 

difficult to improve and refine core HSRI system functions. Refining these functions is critical to 

increasing the customer volume of HSRI and must be done if HSRI is to be successful. 

To date, a significant portion of HSRI’s non-technology resources (more than 50%) has been invested in 

working around defects and accommodating a lack of functionality in the UHIP system. HSRI has shifted 

resources from other tasks to address these issues and is re-tooling investments in its non-UHIP Web 

site to provide the necessary tools and support to ensure a consumer experience that meets the 

expectations of those paying the full cost of insurance – individuals and small businesses.  

In addition, we have made significant investments to redesign and enhance the HSRI website to provide 

comparison tools, broker support, cost calculators and other tools and resources to address the lack of 

functionality in those areas of the UHIP system.  

In the near future, HSRI will need to thoughtfully review whether there are functions not related to 

eligibility determination for APTCs that may be better performed separately from UHIP – including 

premium collection, carrier interaction, price quoting, plan display and comparison, and a provider 

directory.  

During the past year, it has become clear that there is a significant difference in the needs of consumers 

participating in fully subsidized federal and state programs and the needs of small businesses, brokers 

and individuals who pay a significant amount for the purchase of insurance.  

The Contact Center 

The original planning for HSRI envisioned the Contact Center and the Web site as the first stops in 

finding health insurance, providing support and information to consumers, brokers and businesses to 

help them find the right carrier and plan for their budget and particular health care needs as well as 

availability throughout the year to assist in provider choices, the use of deductibles and copayments and 

problems with carriers.  After a year of operation, our actual experience is quite different.  

 Due to the defects in the UHIP eligibility and enrollment system, the bulk of the work of the Contact 

Center has been with those unable to complete the online application, addressing post-enrollment 

issues, such as people who have paid for coverage, but are denied at the point of service because of 

system issues, helping Navigators and outreach workers complete applications during in-person visits, 

collecting and verifying documentation requirements, correcting inaccurate APTC amounts, and a 

variety of other issues that have  little to do with creating knowledgeable health care consumers. 

In addition, retention of consumers has turned out to be a significant resource need.  There are 27,000 

people paying monthly premiums who will lose their coverage if they don’t pay.  HSRI is not able to take 

credit card payments, which is a significant problem. There are billing issues and disputes that have to 

be handled individually and are not able to be addressed in timely UHIP system corrections.  
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As a result, substantial resources from the Contact Center as well as core staff at HSRI have had to be 

reallocated to manage work-arounds to the UHIP system and to accommodate Medicaid applicants at 

levels that were not anticipated. 

Uncertainty and Structural Decisions 

Establishing a new entity in government that operates more like a business than a traditional state or 

federal entitlement program has proven to be an extraordinary challenge.  On the whole, RI has fared 

much better than every other state due to the exceptional level of interagency cooperation and 

leadership and although the technology continues to be problematic, it has exceeded the functionality 

of both the FFM and most other SBMs.  Nonetheless, we have a challenging road ahead and we should 

expect frequent re-evaluation of our investments and their return.  It is essential that we be nimble and 

able to respond to changes in the insurance market and customer expectations.  

 

The acrimonious federal debate about the implementation of the ACA and the debate in the State about 

the future of HSRI has had an impact on HSRI in a number of areas.  Recruiting and retaining staff has 

been challenging.  In fact, we have lost some of our best contact center staff to better paying private call 

centers.  We have had difficulty recruiting staff from inside and outside of state government because of 

the perception that HSRI might cease to exist.  In addition, some of our customers have called asking 

whether they should renew coverage through HSRI because they have read or heard that it might be 

eliminated.  Small businesses and brokers have been hesitant to take a risk on buying through HSRI, 

even though they are interested, until its future is clear.   

Most other SBMs were established as either Quasi-Public or non-profit organizations rather than state 

agencies.  The state has benefited from HSRI being part of state government.  It made interagency 

collaboration much more effective as well as allowed for the use of the state’s infrastructure.  At the 

same time, it created challenges in speed and flexibility in responding to customer and consumer needs 

and interactions with other private entities including the insurance carriers and brokers. As we move 

forward, these competing interests need to be carefully weighed to ensure the structure chosen allows 

the vision and goals set out by stakeholders, the Board and the Administration to be achieved.  

HSRI looks forward to working with OMB as it puts together the FY 2016 budget.  

 

Sincerely,  

Christine Ferguson 
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