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Health Reform: Reaching More with High-Risk Pool

By Andrew Cannon

Though the major provisions of the health reform legislation signed by President Obama do not take full effect
until 2014, states have plenty of immediate options to help their medically underserved populations.

One of the most important provisions of the law — the Patient Protection and Affordable Care Act (PPACA) —
directs the Secretary of Health and Human Services to establish a high-risk pool health insurance program within
90 days of the bill’s enactment. The new pool would operate alongside existing high-risk pool programs in 34
states.' The new pool, like existing pools, would serve uninsured individuals who do not have access to employer-
sponsored health insurance, cannot afford or have been denied insurance coverage on the non-group private
market, and have a qualifying medical condition. The temporary high-risk pool created by PPACA would only
accept enrollees who have been uninsured for six months or longer.

State governors and insurance commissioners recently learned that they must inform HHS by the end of April
2010 whether they will operate the new high-risk pool alongside an existing one or allow HHS to create the high-
risk program.” Towa has such a program, but it is limited compared with other states’ programs in its reach to
Iowans who could be helped. The creation of a new high-risk pool could serve thousands of uninsured lowans
who cannot obtain insurance on the private market because of a pre-existing condition.

HIPlowa: lowa’s State-High Risk Pool

The first state high-risk pools were created in 1976.° Towa followed with its high-risk pool program in 1987.* Now
known as the Health Insurance Plan of Iowa (HIPIowa), Iowa’s high-risk pool serves 2,732 state residents.’

Employer-sponsored health insurance is generally more affordable than insurance purchased on the non-group
private market because it spreads the risk of medical costs across many more people.® When an individual
purchases insurance directly from the insurer, the insurer may increase the premium based on the individual’s
medical history, sex and tobacco use. If an individual has a pre-existing medical condition, coverage may exclude
that condition, or coverage may be denied altogether.

Further, public health insurance programs such as Medicaid have limited eligibility standards. In Iowa, only
children and parents whose income is less than 72 percent of the federal poverty level ($13,183 for a family of
three) and those with certain disabilities are eligible for Medicaid.”

High-risk pools such as HIPlowa are designed to help individuals who do not have health insurance through
work, do not qualify for Medicaid, and cannot afford or qualify for individual coverage because of a pre-existing
medical condition. Certain medical conditions, such as AIDS or kidney failure, automatically qualify an lowa
resident for HIPIowa.®

Premiums in high-risk plans typically cost more than employer-sponsored insurance or insurance found on the
non-group private market, but provide more comprehensive coverage, especially for those with pre-existing
conditions, than plans on the non-group private market. HIPIowa’s premiums are about half-again as expensive as
the standard rate for plans sold on the individual, private market.” A 50-year-old non-smoking male would pay
$523 a month for a HIPTowa policy with a $1,000 deductible.'’



With a HIPIowa policy, out-of-pocket spending on deductibles and coinsurance is capped at $2,500 for single
adults and $5,000 for families within the $1,000 deductible plan,'' so the state pays for a large portion of the
medical expenses of the sickest lowans. HIPlowa, like most other state high-risk pools, is financed through a
combination of enrollee premiums, taxes on insurers, federal grants and other sources. HIPlowa’s premiums are
not enough to finance the program alone. Without the other funding sources, HIPIowa would operate at a $12
million annual deficit."?

Premiums in HIPIowa are nowhere near as high as they would be on the private market, but remain prohibitively
expensive for many lowans. Unlike other states with high-risk pools, [owa has not implemented an income-based
premium subsidy for high-risk enrollees. Lacking premium assistance, HIPlowa’s enrollment (2,732) has
remained low. Minnesota and Wisconsin do offer premium subsidies to low-income enrollees, and subsequently
have far higher enrollment (27,386 and 16,284, respectively).”® As a result of high premiums, no premium subsidy
and little outreach, HIPIowa helps far fewer lowans than could actually benefit. The Government Accountability
Office (GAO) estimated over 34,500 Iowans could be eligible for the program in 2008.'* As thousands of Iowans
have lost their jobs and job-based health insurance since 2008, even more lowans could now be eligible.

The PPACA High-Risk Pool in lowa

Under health reform, lowans now served by HIPlowa will eventually have greater opportunities to purchase
affordable health insurance. Insurers will no longer be permitted to exclude covering a pre-existing condition and
deny coverage to individuals. Exchanges will spread risk across thousands of lowans who do not receive health
insurance through an employer. And premium assistance will be available on a sliding scale for people earning
less than 400 percent of the federal poverty level ($73,420 for a family of three)."

Until then, however, PPACA will expand high-risk pool coverage and provide $5 billion to either new pools
operating alongside existing state pools or a new federal pool. Like lowa’s existing pool, the new high-risk pool
will not include any premium subsidies.'

Unlike the private insurance market, however, there will be no variation in premium by medical condition.
Premiums will vary only by geographic area, family composition, tobacco use, and age. Out-of-pocket spending
will be capped at $5,950 for individuals and $11,900 for families. Only those with pre-existing conditions who
have been uninsured for six months or longer will be eligible.'’

The PPACA high-risk pool will have to remain separate from HIPIowa and other states’ existing high-risk pools,
as funding sources and eligibility standards differ. Despite this potential source of administrative and consumer
confusion, the new temporary high-risk pool could benefit thousands of lowans now uninsured due to a pre-
existing condition.

Conclusion

High-risk pools like HIPIowa and the forthcoming temporary high-risk pool under PPACA have serious
limitations. Though far lower than what a patient would pay on the non-group private market, premiums still often
exceed potential enrollees’ ability to pay. Despite the serious limitations of both HIPIowa and high-risk pools
more generally, however, they are a valuable stopgap measure until the full implementation of health reform in
2014. Over 34,500 Iowans could be eligible for lowa’s existing high-risk pool or the new one the state may create
prior to health reform’s implementation. [owa’s participation could open the door to quality insurance coverage
for thousands of uninsured lowans with pre-existing conditions.
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