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Agency Response to Economic Impact Analysis

The Department of Medical Assistance Services has revieled=tonomic Impact
Analysis prepared by the Department of Planning and Budget regatt regulations
concerning the HIPP program, 12 VAC-30-20-210. The Department congtlr the
greater part of the analysis, but wishes to clarify one mapamt from the Agency’s
standpoint.

The HIPP regulations require a cost effectiveness determingitittve employer health
plan for enroliment. Cost effectiveness here means that & tlosistate less to pay the
employee’s share of the family health insurance premium andsleashg, than pay the
full medical costs for the enrollee. As a result of Medioaligibility rules, there are
circumstances that allow a Medicaid applicant to be Medicagtbkdi without regard for
the income of the applicant’'s family. Such enrollees are likelipe covered under a
family health insurance policy that includes family members at@ not enrolled in
Medicaid. Under the current changes being made in this regulatiamily that has
family health coverage for three or more non-Medicaid familynivers would not be
eligible for the HIPP program. Most families in these cirstances would have the
family health coverage even if Medicaid were not paying thamilfy premiums.
Because the HIPP program is intended for families that canrat dfealth insurance
premiums, DMAS determined that it will no longer enroll Medicadipients in HIPP
who would otherwise retain family coverage. These enrollees dosetheir Medicaid
coverage. This regulatory change means, however, that DMASilbnger make
premium payments for both Medicaid and non-Medicaid family members.

DPB suggests an alternative approach in which the Agency makesieor premium
payments based upon the number of non-Medicaid members in the farhiy. T
approach, however, creates an untenable administrative burden on the thgéemoyuld
likely outweigh its fiscal benefits. In response to DPB’s cameDMAS intends to
revise the final HIPP regulations to create two exceptions foitiés with financial need
who would be ineligible for the HIPP under the new rule. The éxseption is for
families who have a family health plan with 3 or family membeos enrolled in
Medicaid but have family income below the family income lifort eligibility. Some
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families have children have aged out of Medicaid eligibility &g still covered under
the family’s insurance. With Health Care Reform, children camain enrolled in a
parent’s health plan until age 26, so this change should address this issue in part.

The second exception is for families where at least 1 child is enrolled ircdittdind the
family would meet the income eligibility criteria for the riidy Access to Medicaid
Insurance Security (FAMIS) program, but because they have hesittance they are
not eligible for FAMIS. In both types of these cases dedtritere, where the family
income is below the Medicaid or FAMIS income limits, the famsilill be considered
for HIPP participation.

In addition, effective October 1, 2010, DMAS will be expanding the HiRigram by
adopting the optional premium assistance program available under 1906(w) Sdcial
Security Act. While this program is targeted toward Medicagiode children under the
age of 19, it does not exclude existing family health plans. Therefome cases denied
or canceled under the current HIPP regulations may meet thgactunder the 1906(A)
premium assistance program. 1906A utilizes a more simplisticetfestive evaluation
which only requires that the employer contribute at least 40% ohehéh insurance
cost. DMAS intends to contact policy holders canceled from HIPPdesried
participation under the current regulations to inform them of the exgapdegram
available under 1906(A) for which they may be eligible.

DMAS acknowledges that a family may elect to drop a Medieaidlled family

member from their health plan if they are excluded from the Hbi®Bram. However,
from a review of cases affected by the new policy DMAS dmxluded that families
continue their private insurance regardless of whether HIPP preragsistance is
available. If, in light of this regulatory change, a familpmh the Medicaid eligible
individual from the family plan, their estimated private premiosts will not decrease.
It is far more likely that such families will keep the Meald eligible on their private
health plan where it makes no difference in the amount of their premium.

DMAS continues to monitor the impact of the cases that have deereled or denied
premium assistance to determine those situations in which the atedlgible has been
removed from the family health plan. The Agency will analyzesg¢héndings to

determine if further modification to the regulations is warranted.



