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QUESTION

Compare and contrast the administration, benefits, and participant costs for the Wyoming and

Montana high-risk health insurance pools. Consider whether there is evidence that Montana's pool
provides better benefits with lower premiums.

ANSWER

Both the Wyoming and Montana high risk health insurance plans are administered by Blue Cross
Blue Shield and appear to offer somewhat similar, or at least somewhat comparable, benefits. In
addition, the premiums for participants for comparable plans do appear to be substantially lower in
Montana than in Wyoming. However, due to differences in how the plans are structured, and
particularly the out-of-pocket maximum expenditures, caution should be exercised when comparing
the two states’ plans. See Table 1, for a comparative assessment of participant premiums and other
expenses for comparable plans.

Table 1. Wyoming and Montana Health Plan Participant Cost Comparison.
WY Brown

Plan

WY Gold Plan

MT Traditional
#1

MT Traditional
#2

Deductible

$5,000

$1,000

$5,000

$1,000

Co-pay

100% (up to
deductible)

80% /20%

80% /20%

80% /20%

Out-of-pocket maximum

$5,000

$2,000

$7,500

$5,000

Maximum Lifetime Benefit

$500,000

$750,000

$1,000,000

$1,000,000

Premium — Single Female,
age 40

$503.80

$717.90

$267

$456

Premium — Single Male, age
55

$754.10

$1,074.70

$464

$792

Source: LSO Research staff summary based upon published benefit charts and premium rates, 2006.
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WYOMING HEALTH INSURANCE POOL

Background and Eligibility.

The Wyoming Health Insurance Pool (WHIP) was created in 1990 through W.S. 26-43-101 et seq. and
regulated by Chapter 41 of the Wyoming Insurance Department Regulations.' The intent of WHIP is to
provide health insurance coverage to Wyoming residents who are denied traditional health insurance
coverage due to existing medical conditions. The Wyoming Health Insurance Pool Board, consisting of
seven members appointed by the insurance commissioner, operates the pool. Blue Cross Blue Shield,
through a contract with the Board, administers the program.

Both the Wyoming and the Montana health insurance pools offer options designed to cover cost sharing
amounts under Medicare Part A and Part B. Although directly related to the general health insurance pool,
comparisons of the Medicare options are not considered in this memo.

Revenues for the Wyoming health insurance pool are currently derived from four sources: insurance
company assessments, participant health insurance premiums, investment income, and based upon a recent
developments this year, a federal grant. The pool does not currently receive support from a state
appropriation.

Individuals eligible for coverage through WHIP must meet the following criteria:
» must be a Wyoming resident residing in Wyoming; and
» must provide proof that they have been refused coverage for health reasons by one insurer; or
v have health insurance coverage more restrictive than WHIP’s coverage; or
v" have health insurance coverage at a rate exceeding WHIP rates; or
v is a federally eligible individual >
Benefits.
Currently, two plan options are available from WHIP: The Brown Plan and The Gold Plan. The lifetime
maximum benefit amount for the Brown Plan is $500,000; for the Gold Plan the maximum is $750,000, per
individual. Coverage under both plan's include maternity care, hospitalization, medical surgery, prescription
drugs, adult wellness and well child care, outpatient services, mental and substance abuse, and testing,

supplies, ambulance services, etc. More complete information regarding the benefits of these plans, and
WHIP generally, is included as Attachment A.

" All of the benefit and cost information in this memo relates to the Wyoming Health Insurance Pool as of July 1, 2006.
There are many participants that continue to follow the requirements and receive benefits from priors version of the
plan. These "grandfathered" participants are still covered under last year's plans until December 31, 2006. Since those
benefits and payment requirements are scheduled to expire, this analysis considers only the characteristics of the plans
as approved for use as of July 1, 2006. All participants will be shifted to these plan requirements on or before January
1,2007.

* A federally eligible individual, as defined by Health Insurance Portability and Accountability Act (HIPAA) and
articulated by the Department of Insurance, is "an individual who has had at least 18 months of creditable coverage as
of the date the individual seeks coverage under the Pool; whose most recent prior creditable coverage was under a group
private or public health benefit plan; who is not eligible for coverage under a group health plan, Part A or Part B of Title
XVIII of the Social Security Act, or Medicaid, and who does not have other health insurance coverage; whose most
recent creditable coverage was not terminated based on nonpayment of premiums or fraud; and who, if offered, elected
continuation coverage under a COBRA continuation provision or under a similar state program and exhausted such
continuation coverage." Insurance Department staff report that there are few federal eligible individuals in the pool as
portability is extended to all applicants if they have creditable coverage, or 90 days has not passed since an applicant
had creditable coverage.
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Premiums and Deductibles.

Every year the Wyoming Health Insurance Pool Board surveys five insurance companies to determine
current standard market rates within the state in order to adjust and set rates. W.S. 26-43-107(b) requires
WHIP rates may not exceed 200 percent of standard market rates. Statute also states, "The rates shall be set
as close as practical to the lower end of the range provided by this subsection without undue risk of shifting
more than fifty percent (50%) of the burden of assessments to private health insurance." According to
Department of Insurance staff, premiums for WHIP currently approach the 200 percent maximum allowed by
statute. Further, the assessments on insurance companies likely exceed the fifty percent burden referenced in
statute. Monthly premiums, effective as of July 1, 2006, for WHIP plans are included as Attachment B.
Below is a general illustration of the premiums, which vary by age of the participant, for the Brown and Gold
Plans:

The Brown Plan premiums The Gold Plan premiums
Single Male:  $192.30 -$1,202.80 Single Male: $274.10 - $1714.10
Single Female: ~ $192.30 - $1,074.20 Single Female:  $274.10 - $1,530.70

There are also out-of-pocket costs, including deductibles and co-payments. Once the maximum out-of-
pocket amount has been met, the plan will pay 100 percent of reasonable and customary charges for services
that are included in the plan's coverage. The rate structures, as described in the informational brochures, are
as follows:

Brown Plan Gold Plan
Deductible $5,000 $1,000
Insurance Provider Payments up to maximum/Member 100% / 0% 80% /20%
Out-of-pocket Maximum $5,000 $2,000

MONTANA COMPREHENSIVE HEALTH INSURANCE ASSOCIATION (MCHA) PROGRAM

Background and Eligibility.

The MCHA program was created by the Montana Legislature in 1985, Mont. Code. Ann. Sec. 33-22-1501 et
seq. to provide insurance to individuals considered uninsurable due to medical conditions. The general
structure of Montana's health insurance pool is quite similar to Wyoming's pool. For example, it is managed
by a board of eight directors. Further, Montana statute states, "the schedule of association plan premiums for
eligible persons may not exceed 200% of the average premium rates charged by the five insurers or health
service corporations with the largest premium amount of individual plans of major medical insurance in force
in this state." * (Mont. Code Ann. 33-22-1512) Revenues supporting the plan chiefly include both premiums
by paid by enrolled persons and assessments on insurance companies, as in Wyoming. However, in contrast,
Montana's statute provides, "If the needs of the association plan and the association portability plan exceed
the funds generated by the 1% assessment, the association is then authorized to spend any funds appropriated
by the legislature for the support of the plans." (Mont. Code Ann. 33-22-1513(6)(ii))

Furthermore, unlike Wyoming, Montana offers three programs: Traditional Program, the Premium
Assistance Program (Pilot Program), and the Portability Plan (federal eligibility). The Traditional Program
most closely compares to Wyoming's plans and different deductible options within Montana's program align
quite closely with Wyoming's Brown and Gold Plans. Therefore, for purposes of simplicity, the comparative
assessment will focus on Montana's Traditional Program, though each is briefly described later in this memo.
In general, eligibility for Traditional or Pilot Program coverage requires individuals be:

’ Montana's statute also allows for reduced premiums for persons with income less than 150 percent of the federal
poverty rate.
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» residents of Montana for at least 30 days; and

» rejected or offered a restricted rider by two insurers within the last six months or have a specified
illness (Attachment C); and

> not eligible for any other health insurance coverage®, or have comparable coverage, but pay more
than 150 percent of the average premium rate used to calculate MCHA premiums.

Insurance Plans Offered.
The three main insurance coverage plans available to those who are eligible include:

% The Traditional Plan is for individuals with medical conditions who have either been denied
coverage or offered a significant rider on a medical condition. There is a 12-month waiting period
before pre-existing conditions are covered. This plan is also available to those who are eligible for
Medicare coverage, with Medicare as the primary payer and this plan the secondary payer (Medicare
Carve-Out Plan). The Traditional Plan offers three levels of deductibles and, for purposes of
comparison, is the most directly comparable to Wyoming's Gold and Brown Plans. The brochure for
the Traditional Plan contains a list of benefits, as well as services covered, and is provided as
Attachment D;

s The Premium Assistance Program (Pilot Program) is for individuals who have either been denied
coverage or offered a significant rider on a medical condition, and meet certain income guidelines.
The income guidelines are based on 150 percent of the federal poverty level and vary by family size.
This plan offers the same coverage as the Traditional Plan, but, notably, the 12-month waiting
period for pre-existing condition coverage is reduced to 4 months (if applicable). In addition, the
premiums are subsidized during the pre-existing condition waiting period at a higher rate than after
the waiting period has expired. This plan receives federal funds as a subsidy. This plan is also
available to those who are eligible for Medicare coverage, with Medicare as the primary payer and
this plan the secondary payer (Medicare Carve-Out Plan).

s The MCHA Portability Plans are for individuals who are federally eligible for coverage under
MCHA and are leaving group coverage. Eligibility for this plan is as follows:

v" Montana resident;

v most recent prior (18 months aggregate) creditable coverage was under a group health
plan, governmental plan, or church plan;

v"do not have other health insurance coverage;
v" ot eligible for coverage under a group health plan;

V' prior continuing coverage under COBRA or similar state program, which has been
exhausted;

v"application for this program is made within 63 days of the last day of previous coverage;

v"individuals certified as eligible for Federal Trade Adjustment Act assistance and a health
insurance tax credit or for Pension Benefit Guarantee Corporation assistance may also be
eligible under specific circumstances.

* "Other health insurance coverage" includes any other comprehensive health coverage, such as employer group
insurance, individual health coverage, Medicare (except individuals who are eligible to be covered by the Traditional
Plan Medicare Carve-out Plan), or Medicaid.
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Benefits.

Each plan program has similar benefit packages, but there are some important differences that deserve
mentioning. All three plans cover, overall, the same services, with some difference in the pre-existing
condition wait period.

The Traditional Plan, Premium Assistance Plan, and Medicare Carve-Out Plan cover the same services, but
the Traditional plan requires a twelve (12) month pre-existing wait period, while the Premium Assistance
Plan reduces the wait period to four (4) months. However, the pre-existing condition wait period does not
apply to newborn children or children placed for adoption or if previous creditable coverage was not
voluntarily canceled by the applicant, application was made within thirty days of the last day of previous
coverage, or if all other options for health insurance, including COBRA or state continuation, have been
exhausted.

The Portability Plan covers the same services as the Traditional and Premium Assistance Plans, but with a
12 month pre-existing condition wait period that may apply, depending upon circumstances. However, the
requirement for 18 months of previous creditable coverage is waived for children under 18 months of age. In
addition, children born to individuals covered under the Portability Plan can be placed on their own
Portability Plan after 31 days of coverage on their parent’s plan.

LSO Research staff are not able to conduct an actuarial assessment of the value of the benefits for both the
Wyoming and Montana plans. However, consumers are likely unable to conduct that assessment either.
Therefore, based upon the summary of benefits available and their structure, many of the same services
appear to be covered. However, the structure of the prescription drug benefits, for example, are quite
different among comparable plans between the two states and even among the Gold Plan and Brown Plan
within Wyoming. A comparison would also depend upon whether the consumer required several less
expensive prescriptions or a few expensive prescriptions. The Wyoming Plan advertises an adult wellness
plan, not advertised by the Montana plan. These are just a few examples of the differences. It is likely there
are other differences that have not been identified in this memorandum, but even those that have been
identified serve as a hindrance to direct comparison.

In summary, the benefits of the two state plans are not identical. The quality of the benefits would likely
depend upon the specific health characteristics of the consumer. Each reader may chose to compare the
advertised covered benefits (which are likely not exhaustive) by considering page 2 of Attachment A, for
Wyoming's plans and page 2 of Attachment D, for Montana's Traditional Plan. After such an assessment, it
may be prudent to ask whether the difference in benefits, which may be subjective, justifies the demonstrated
difference in monthly premiums. It would be difficult for this researcher to conclude that the difference in
benefits for Montana's Traditional Plan justifies the difference in the premium levels. In fact, in some areas,
Montana's benefits may be greater than Wyoming's, e.g., the maximum lifetime benefit. However, this
determination has been made without the benefit of a full actuarial analysis and may differ depending upon
the health of each consumer.

Premiums and Deductibles.

The premiums for Montana's plans are provided as Attachment E. Like Wyoming's plans, no family
premiums and deductibles are offered. Individuals are required to apply to the program and pay separate
premiums. The annual deductibles for the three plans are as follows:
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Maximum Annual Deductible

Plan Deductible Co-pay & Co-pay limit (out-of-pocket expenses)
Traditional $1,000 80/20 $5,000
$2,500 80/20 $6,000
$5,000 80/20 $7,500
Premium Assistance  $1,000 80/20 $5,000
Portability Plan $1,000 70/30 $3,000
$2,500 70/30 $5,000
$5,000 70/30 $8,000

COMPARATIVE DISCUSSION — REVENUES AND OTHER FACTORS

Some state plans reportedly have the benefit of other sources of revenues which, in effect, serve to subsidize
either the assessments on insurance companies or the premiums paid by participants. Historically, that does
not appear to be the case for Wyoming and Montana, based upon discussions with each state's staff. No state
funds are currently used in either plan, although both use a credit on the premium tax for insurance
companies, which could serve as an indirect subsidy for the companies, but not for the plans. Also, in the
recent past, neither the Wyoming plans or the Montana Traditional Plan benefited from outside revenue such
as federal funds.” Table 2 illustrates a snapshot summary of the funding of the two state health insurance
pools. The interest income has been removed from the revenue of both plans in order to provide a more
comparable illustration. As you can see, the premiums paid by participants in Montana, even though they are
lower, make up a similar, or even larger share of the core revenues of the two pools. This suggests that the
revenue structure of the two pools is not substantially favorable for Montana. In addition, Wyoming's plan
has historically reduced their net asset balance, suggesting reserves collected in a prior time period were, in
effect, subsidizing the expenses to some degree during FY04 and FYO05.

Table 2. FY04 and FY05 Key Revenue Statistics.

Montana — Traditional Plan

Wyoming

FY04 FYO05 FY04 FYO05

Premiums Earned

$5,417,151

$6,839,638

$3,473,192

$3,850,905

Membership Assessment

$2,111,271

$1,535,508

$1,249,488

$1,599,614

% Assessments

28%

18%

26%

29%

Change in (Net) Asset Balance

$437,300

($677,019)

($756,877)

($1,214,720)

Source: LSO Research staff summary of Montana and Wyoming's Health Insurance Pool Statements of Operations.

Without a full comparative actuarial assessment of the two plans, it is not possible for LSO Research staff to
definitively explain the reasons for premium disparities between the two pools. However, after removing the
potential for a substantial revenue subsidy in some form, it appears that at least three potential causes still
remain.

1) While the monthly premiums in Montana currently do appear to be comparatively lower than for
Wyoming's pool, the potential total annual out-of-pocket expenses appear to be much more comparable.
That is, although Montana's premiums are lower, the Traditional Plan in Montana has higher out-of-pocket

> Wyoming's plan will receive approximately $370,000 in federal funds for this year, according to Department of
Insurance staff, and Montana's Premium Assistance Plan is federally subsidized, according to Montana plan documents.
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maximum expenditures. In particular, for populations that include high users of medical services, the total,
annual personal expenses may offer a better, or at least an additional, comparison of the true participant
costs. Table 3 summarizes this comparison and directly relates to the same hypothetical populations
illustrated earlier in Table 1.

Table 3. Annual, Potential OQut-of-Pocket Expenses: Montana and Wyoming.

Wyoming
Brown
Plan

Montana
Traditional
#1

WY Cost as a
Percentage of
MT's Plan

Wyoming
Gold
Plan

Montana
Traditional
#2

WY Cost as a
Percentage of
MT's Plan

1. Monthly Premium —
Single Female age 40

$504

$267

189%

$718

$456

157%

2. Premium & Out-of-

Pocket Potential —
Single Female age 40

311,048

$10,704

103%

$10,616

310,472

101%

3. Monthly Premium —
Single Male age 55

$754

$464

163%

$1,075

$792

136%

4. Premium & Out-of-
Pocket Potential —
Single Male age 55

814,048

813,068

Source: LSO Research staff computations.

107%

814,900

814,504

103%

As shown in Table 3, the total, annual out-of-pocket potential expenditures for pool participants in the two
pools are quite close (rows 2 and 4), even though the monthly premiums in Montana's plan are currently
substantially lower (rows 1 and 3).

2) Wyoming's pool had a negative equity balance at the close of FY05 of $290,197. Furthermore, the equity
balance had been declining for at least two years. Therefore, it seems possible that the pool premiums and
assessments were designed to insure that an appropriate equity balance is maintained. Put differently, the
assessments and premiums in FY06 and FY07 may include this "build-up" effort.

3) Finally, the claims' history of the two pools could provide yet another explanation for the difference in
premiums. In short, even if the eligibility criteria is similar, perhaps the claims experience is different
between the two state pool populations. This difference in claims history is evident even between two plans
in Montana for FY04 and FYO05 for the Traditional Plan and the Portability Plan.

If you need anything further, please contact LSO Research at 777-7881.
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ATTACHMENT B

WYOMING HEALTH INSURANCE POOL
Monthly New Business Rates Effective 7/1/2006-6/30/2007

The Brown Plan The Gold Plan
Age Male Female Age Male Female
0-12 192 30 19230 0-12 27410 274.10
13 193.70 213.50 13 276.10 304.30
14 194.90 237.00 14 277.80 337.70
15 19640 263.00 15 279.90 374.90
16 198.00 289.30 16 282.10 412.40
17 199.10 315.40 17 283.70 449.50
18 200.60 340.60 18 285.90 485.40
19 202.10 364.50 19 288.10 519.50
20 203.60 386.30 20 290.10 550.60
21 205.10 405.70 21 292.20 578.20
22 206.50 424,00 22 294.40 604.20
23 210.80 440.90 23 300.40 628.30
24 215.10 456.40 24 306.50 650.30
25 219.90 470.10 25 313.30 669.80
26 224.20 481.80 26 319.60 686.50
27 229.00 491.50 27 326.30 700.30
28 236.40 498.80 28 336.90 710.80
29 244.10 503.80 29 347.80 717.90
30 251.90 503.80 30 359.00 717.90
31 260.10 503.80 31 370.60 717.90
32 268.30 503.80 32 382.50 717.90
33 277.00 503.80 33 394 .80 717.90
34 285.90 503.80 34 407.40 717.90
35 294.90 503.80 35 420.30 717.90
36 306.10 503.80 36 436.10 717.90
37 317.40 503.80 37 452.40 717.90
38 329.20 503.80 38 469.10 717.90
39 341.60 503.80 39 486.80 717.90
40 354.20 503.80 40 504.80 717.90
41 367.60 507.10 41 523.80 722.70
42 382.10 518.20 42 544.50 738.30
43 400.80 531.80 43 571.20 757.90
44 420.20 546.00 44 599.00 778.10
45 441,00 560.30 43 628.50 798.30
46 462.70 575.10 46 659.50 819.50
47 485.40 590.30 47 691.70 841.20
48 511.70 612.00 48 729.20 872.10
49 539.80 634.50 49 769.30 904.10
50 569.10 657.60 30 811.00 937.10
51 600.20 681.70 51 855.30 971.50
52 633.00 707.00 52 902.00 1,007.40
53 671.10 72840 53 956.30 1,037.90
54 711.40 75090 34 1,013.80 1,669.90
35 754.10 773.90 55 1.074.70 1,102 80
56 799.70 797.50 56 1,139.70 1,136.50
57 847.70 821.90 57 1.208.60 1.171.30
58 890.10 851.90 58 1,268.50 1,214.00
59 934.40 882.90 59 1,331.50 1,258.20
60 981.10 915.00 60 1.398.00 1.304.00
61 1.030.10 948.30 61 1.467.90 1,351.30
62 1.081.40 982.70 62 1,541.00 1,400.40
63 1,120.40 1,012.40 63 1,596.60 1,442.60
64 1,160.80 1,042.50 64 1,654.10 1,485.50
65+ 1,202.80 1,074.20 65+ 1.714.10 1.530.70

Billing Options (you may choose between 1 or 2):
1. We will send you a bill in the mail on the schedule you choose:

Monthly: the rate is listed above
Quarterly: the rate is three times the monthly rate listed above
Semi-annually: the rate is six times the monthly rate listed above

2. We will automatically withdraw the monthly premium from your checking account each month. A
voided check or deposit slip is required for proper account handling.




Attachment C — Specified Illness List for Eligibility for the Traditional
or Premium Assistance Plans under the Montana Comprehensive
Health Association insurance pool.

Acquired Immune Deficiency Hydrocephalus

Syndrome (AIDS)

Alzheimer’s Disease Hypogammaglobulinemia
Amyloidosis Leukemia (within 12 years)

Amyotrophic Lateral Sclerosis Lupus Erythmatosus Systemic

{Lou Gehrig’s Disease)

Aortic Aneurysm Malignant Tumor (list specific
tumor)

Aplastic Anemia Metastatic Cancer (within 12
years)

Ascites Morbid Obesity

Banti’s Disease Multiple Sclerosis

Berger’s Disease Muscular Dystrophy

Cardiac Asthma Myasthenia Gravis

Cardiomyopathy Neurofibramatosis

Charcot-Marie-Tooth Osteogenesis Imperfecta

Chronic Pancreatitis Pacemaker

Chronic Renal Failure Peutz-Jegher’s Syndrome

Cirrhosis of the Liver Polycystic Kidney Disease

Congestive Heart Failure Primary Pulmonary Hypertension

Coronary Artery Disease (to Psychotic Disorders

include: Bypass surgery,
Angioplasty, Myocardial

Infarction)

Crohn’s Disease Tabes Dorsalis (Locomotor
Ataxia)

Cystemegalorisus Tetralogy Of Fallot

Cystic Fibrosis Transcient Ischemic Attack (TI1A)

Diabetes Type 1 Tuberculosis

Fanconi’s Syndrome Von Willebrand’s Disease

Hansen’s Disease (Leprosy) Wilson’s Disease

Hemophilia (A, B, or C) Wegener’s Granulomatosis

Hepatitis C

History of Major Organ Autism

Transplant

Huntington’s Chorea Sarcoidosis

Source: Montana Comprehensive Health Association website, www.mthealth.org.
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MONTANA COMPREHENSIVE HEALTH ASSOCIATION
PREMIUM ASSISTANCE PROGRAM
SCHEDULE OF PREMIUMS

EFFECTIVE JANUARY 1, 2006

$1,000 DEDUCTIBLE
45% SUBSIDY
Age Premium - Age Premium
0—17 $97.90 41 $256.85
18 $169.40 42 $264.00
19 $169.95 43 $273.35
20 $171.60 44 $283.25
21 §172.15 45 $293.15
22 §172.70 46 $304.15
23 $174.35 47 $315.15
24 $175.45 - 48 $328.90
25 $176.55 49 $343.75
26 $178.75 50 $359.15
27 $179.85 51 $375.10
28 $183.70 52 $391.60
29 $188.10 53 $406.45
30 $191.95 54 $420.20
31 $194.70 55 $435.60
32 $199.65. 56 .$451.55
33 $205.70 57 $467.50
34 $211.75 58 $480.70
35 $217.80 59 $493.90
36 §224.95 60 $507.65
37 $232.10 61 $521.95
38 $238.15 62 $536.80
39 $244.20 63 $543.95
40 $250.80 64 & over $550.55

Medicare Carveout
0-—17 $29.70
18 & Over  §79.75

Premiums for the single Policyholder are payable according to the above schedule.
The age of the Policyholder determines the premiums payable. When your age
changes (e.g., turn 50), your rates will be increased to the next band at the next rate
renewal increase. Rates are subject to change each January.

To determine your premium, find the correct age band. (Your age band is your age
as of January 1, 2006.) Your premium will be subsidized 45%.

MCHAPREMPROGRAM.06/MKT



