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Introduction

Thisinterim report chroniclesthework of the Health Services Commission (HSC) and
Waiver Application Steering Committee (WA SC) in the devel opment of the Oregon Hedlth
Plan (OHP) Standard benefit package for the 2001-03 biennium, providing an updateto
the information appearing in the HSC’'s October 2001 report.* The OHP Standard
Prioritized List of Benefit Packages for the 2003-05 biennium is also presented. A
subsequent report including theactuarid pricing of thislist will besubmitted oncedl terms
and conditions of the necessary Medicaid waiversare known.

HB 2519 and the OH P2 Waiver

Effortsto maintain the OHP and the desireto extend coverageto more Oregoni ansresulted
inthe passage of HouseBill (HB) 2519 during the 2001 legidative sesson. Thebill outlines
the policy framework and the processto expand the number of personseligiblefor the
OHP, using the savingsfrom creating abasi c benefit package within OHP and obtaining
additiond federal matching funds. Thereductionin benefitsfor select groupswithin OHP
will requireanew Medicaid waiver.

TheOregon Hedth Plan 2 (OHP2) Waiver will serveasabridgefromtraditional Medicaid/
SCHIP benefitsto private coverage benefits. OHP2 will maintain the current Oregon
Medicaid/SCHIP benefit package (to be renamed OHP Plus) for certain vulnerable
popul ations, add a second reduced benefit package (to be known as OHP Standard) for
other populations, and subsidize privateinsurancefor peopledigiblefor OHP2who have
qualified employer-sponsored insurance (ESI) available to them or, if ESI is not
available, individual coverage. The ESI subsidieswill be provided through the Family
Health Insurance A ssistance Program. Savings from the reduced benefit package and
additiond federd financia participation will bealocated to financetheresultsof outreach
andandigibility expangonfor adultsand children at higher incomeleve sthan arecurrently
inplace.

Overview of OHP Plus

Under OHP2, the Health Services Commission will continueto maintain the existing
Prioritized List of Health Services. Thislist will beused to establish the OHP Plusbenefit
package of health care services. OHP Pluswill beprovided for al mandatory and certain
optiona populations. Thegroupsthat will receive OHP Plusinclude:

1 Oregon Health Services Commission Report: Prioritized List of Benefit Packages for OHP Standard,;
October 2001.
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Theederly and disabled at thecurrent digibility levels;

The TANF population at thecurrent eigibility levels,

All children (Medicaid and SCHIP) up to 185 percent of FPL;
Pregnant women up to 185 percent of FPL; and

General Assstancerecipientsat thecurrent digibility levels.

Changesto benefitsin OHPPluswill bedetermined by thelegid aturethrough themovement
of thefundinglevel onthisprioritizedlist. Thiswill continueto beapublic process, with
changesin benefit level srequiring approval by the Centersfor Medicareand Medicaid
Services(CMS). Oregonwill berequesting of CM S, aspart of thetermsand conditions
of the OHP2 Waiver application, astreamlined processthrough which Oregon can move
thecoveragelinefurther up or downthelist.

Overview of OHP Standard

Withthe OHP2 Waiver, Oregon isrequesting theability to ater the OHP Standard benefit
package so it can be adjusted to avail able revenue as necessary, and still preservebasic
services. Specifically, Oregonis seeking permission to adjust the OHP Standard benefit
packageaslong asitisat least actuarialy equivaent to thefederally mandated Medicaid
benefit package. The mandated packageis equivaent to approximately 56 percent of the
valueof the current OHP benefits. The OHP Standard benefits described in Chapter 2 of
thisdocument arethe benefitsasrecommended for initidd OHP2 programimplementation.
In subsequent biennia, Oregon will set the OHP Standard benefitsat alevel that can
be supported by available revenue.

Thegroupsthat will receive OHP Standard include only those adultsin the optional and
expansion Medicaid populations (not included in OHP Plus) that do not have qualified
employer-gponsoredinsurance (ES) available. Themaximumincomeleve will initidly be
up to 110 percent of thefederal poverty level (FPL) andincrementally increased to 185
percent of FPL asfunding allows.

Cost sharing and benefit reductionsin OHP Standard will be overlaid on the Prioritized
List of Health Services. Servicesexcluded from OHP Plus coverage becausethey are
“below theline” onthat list will also be excluded from OHP Standard coverage. The
Prioritized List of Benefit Packageswill bereviewed prior to each legidative session as
outlined in HB 2519, with the HSC determining are-ordering of benefit categoriesas

necessary.
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Summary of Activities
(October 2001-January 2002)

Health Services Commission

Section 5 of the HB 2519 outlinesthe chargeto the Health Services Commission (HSC)
to develop astandardized benefit packagethat isactuarially equivalent to the Medicaid-
mandated level of care. The HSC also was asked:

..torank in priority order additional packages of health care services
that may be provided to the extent the Legislative Assembly has provided
funds for additional benefit packages.

HB 2519 further statesthat:

.. the commi ssion shall recommend whether Oregoniansreceiving subsidies
for OHP Standard be required to pay premiums and copayments based
on the individual’s ability to pay and how to structure the copayments
and premiumsin a manner that encouragesthe use of preventive services.

After receiving the charge from the Governor and the L egidature, the HSC debated how
best to structure the OHP Standard benefit package called for by HB 2519. They initialy
cond dered defining thebenefit packageusing the Prioritized List of Hedlth Servicescurrently
inuseunder the existing Medicaid Demonstration waiver. Thisapproach would define
coverage based on the cost-effectiveness of atreatment, theimpact of thetreatment ona
person’shedth gatus, and theinherent public va uesused inthe creation of thet list. However,
inorder toreach the projected 22 percent reduction in benefits necessary to reach budget
neutrality under OHP2, substantial cutsinthefunding of the Prioritized List of Health
Serviceswould have been necessary. It was estimated that the coveragelevel onthat list
would haveto bereduced fromline 566 (out of 736 total lines) up to line 350 or above.
Thisdramatic riseinthefunding linewoul d be necessary because most of thelifesaving
and more costly servicesarefound towardsthetop of thelist. Since thiswould mean
eliminating the treatment of most non life-threatening diseases (e.g., glaucoma, closed
fractures) and coveragefor sometreatable cancers, the Commission quickly dismissed
thisasaviableoption. Thecurrent Prioritized List of Hedlth Serviceswill remain, however,
asthebasisfor determining coveragefor specific conditionsand treatmentsfor both OHP
Plusand OHP Standard.

SinceHB 2519 saim wasto create abridge between traditional Medicaid benefitsand
those seeninthecommercia insurance market, the HSC turned to theinsurancemodd as

Oregon Health Services Commission: Prioritized List of Benefit Packages for OHP Standard—7



abasisfor defining the OHP Standard benefit package. Accesspromotion and anemphasis
on preventive servicesand early intervention were determined by the Commissionto be
key factorsin the benefit design. They looked to theincorporation of cost-sharing asa
means of gaining moreflexibility in the package beyond the basic categories of benefits.
Thisdlowedinclusonof vital benefitssuch asprescription drugsand mentd hedlth services,
whichareoptiona under Medicaid, to beincluded in addition to mandatory benefitssuch
ashospital and physician services.

After obtaining publicinput and completing ayear of benefit analysis, the Hedlth Services
Commission (HSC) prepared areport in October 2001 that included aprioritization of
benefit packages for OHP Standard and recommendations for cost-sharing. The
Commission’sreport wasforwarded to the Waiver Application Steering Committee, the
Joint Interim L egidative L eedership Committee on Hedlth Care Costsand Trends, and the
Joint Interim Committee on Health and Human Services as required by HB 2519.

Waiver Application Steering Committee

Asrequired by HB 2519, the Department of Human Services (DHS) established the
Waiver Application Steering Committee (WASC) to:

1) recommend abenefit packagefor the OHP Standard population; and
2) assistand advise DHSinthe preparation of thewaiver application.

The WA SC included legidatorsand representatives of abroad range of interest groups.
The committee met for ten sessions from September 2001 through January 2002,
hearing testimony from avariety of different stakeholders and the public about the
Commission’srecommendationsfor OHP Standard benefit priorities. The WA SC needed
to balance many factorsin reaching their decision. Among thesewere:

m  Theneedtoobtaingreater flexibility in managing the costs of OHP and itsbenefit
package;

m  Theleve of benefit reductions necessary in the OHP Standard benefit packageto
achieveameaningful expansionin Medicaid coveragefor the Federal government
tograntawaiver;

m  Thevaueof expanding hed thinsurance coverageto uninsured Oregoniansabove
100 percent of FPL, and the number to beinsured under thewaiver;

m  Therequirement that implementation of HB 2519 be budget neutrd;
m  Theimpact of theimplementation of HB 2519 on other state programs;
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m  Theability of those served by OHP Standard to afford the explicit cost-sharing
represented by copaysand premiumsand theimplicit cogt-sharing imposed through
benefit dimination; and

m  Theeffect of cost-sharing on reimbursement level sand how that impacts access
to an adequate number of providersfor an expanded Medicaid population.

Whilethe WA SC accepted the ordering of benefit packagesgiven by theHSCintheir
October 2001 report, the committee had concerns about the high levelsof cost-sharing
being recommended, particularly intheareasof inpatient hospital servicesand prescription
drugs. Based on extensive discussions and recommendationsfrom advocates and health
plans, including several dternative benefit package proposals, the WA SC recommended
the OHP Standard benefit package and the cost-sharing requirementsshownin Table 2.1.
For the most part, cost-sharing is recommended to be in the form of copaysfor each
servicereceived. Of noteisatiered-copay structurefor prescription drugsthat requires
lower copay amountsfor those withincomesbel ow thefederal poverty level (FPL) and
a so encouragestheuse of generic drugsthrough significantly lower contribution amounts.

Inorder to satisfy the parameters established by the Governor and thelegidative leader-
shipthat called for abenefit package of no morethan 78 percent of the current level, the
WA SC a so recommended that premiumsfor OHP Standard berequired accordingtothe
schedulein Table 2.2. Thisrepresentsan increasein premiumsbeyond thoseaready in
placefor the current OHP program intheform of

m A newtier for individualsfrom 11-50 percent of FPL, now at $9 instead of $6
dollars,

m A premiumratefor couplesat twicethat of singleadults(the current ratein OHP
for couplesisabout 1.15 timesthesinglerate); and

m  Additiona contributionsfor those between 100-185 percent of FPL.

The contribution ratesfor 100-185 percent of FPL weredevelopedto resultinalinear
progress on gtarting from those premiumscurrently required in OHPfor new igible popu-
lations <100 percent of FPL, and taking into account the contributionsrequired inthe
Family Health Insurance Assistance Program (FHIAP).2

The WA SC a so discussed other issuesrd ated tothe OHP2 Waiver (e.g., eigibility, waiver
strategy, and the bal ance between public and private programs) and advised DHS on

2For information on current OHP and FHIAP premiums, see the Oregon Health Services Commission
Report: Prioritized List of Benefit Packages for OHP Standard; October 2001, Chapter 3.
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Table 2.1: WASC-Recommended OHP Standard Benefits & Cost-sharing

Service Cost Share % Recommended Cost-sharing Mechanism
Inpatient Hospital 5% $250 copay per admission
Outpatient Hospital 4.5% = $20 copay/surgery
= $5 copay other outpatient services
Emergency Room 12% $50 copay, waived if admitted
Physician Services 4.3% = $5 copay office visits
= $3-$10 copay medical & surgical procedures
Lab & X-ray 5.7% $3 copay for each lab and X-ray
Ambulance 11.7% $50 copay
Prescription Drugs 15.2% 0-100% FPL 101-185% FPL
= $2 generic = $5 generic
= $3 MH/cancer/ = $10 MH/cancer/
HIV brand drugs HIV brand drugs
= $15 other brand = $25 other brand
Mental Health and 6.1% = $5 copay
Chemical Dependency = No copay on dosing/dispensing or case
management services
Durable Medical 53.2% = Recurrent: $2 copay per 30-day supply
Equipment = No coverage for one-time DME
Dental 50% = Dx & Preventive: zero/minimal copays
= Restorative: graduated copays
= $500 benefit limit
Cumulative Cost 86.1%
Behavioral Offset -6.0%
Premium Offset -2.1% See Table 2.2 for revised premium structure
Net Cost 78%
Table 2.2: WASC-Recommended OHP Standard Premium Structure
Single Couple % of Package
0-10% FPL $6 $12 2.4%
11-50% FPL $9 $18 3.6%
51-65% FPL $15 $30 6%
66-85% FPL $18 $36 7.2%
86-100% FPL $20 $40 8%
101-125% FPL $23' $46 9.2%
126-150% FPL $35 $70 14%
151-170% FPL $75 $150 30%
171-185% FPL $125 $250 50%

Percentage savings to OHP Standard Benefit package: 2.1%’

1 Premiums for people with incomes 101-185% of FPL will be based on the percentage cost of the OHP Sandard

Benefit package (shown in the far-right colum), not fixed at these dollar amounts.
2 Savings assumes a 95% collection rate during the month in which the premiums are due.
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theseissues. Inaddition, the WA SC reviewed the recommendationsregarding the benefits
benchmark for FHIAP.

Thefina OHP Standard benefit package and premium structure recommendationsof the
WA SC wereincorporated into the OHP2 Waiver application and forwarded to the Joint
L egidative L eadership Commission on Hedth Care Costsand Trendsand the Emergency
Board in January 2002. The OHP2 Waiver application was approved at theMay 1, 2002
meeting of the Emergency Board, with no adjustmentsto the WA SC-recommended OHP
Standard benefit package and premium structurefor the 200103 biennium. DHS submitted
the Medicaid waiversto the Centersfor Medicare and Medicaid Services (CMS) on
May 31, 2002.
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Prioritization of OHP Standard Benefit Packages

ThePrioritized List of Benefit Packagesfor OHP Standard for the 2003-2005 biennium
appearsin Table 3.1. The Health Services Commission (HSC) wasresponsiblefor the
ordering of the benefit packages represented by columns 1 and 2 of thistable. Infact, the
prioritization order hasnot changed from thelist included in the Commission’s October
2001 report on OHP Standard. The Waiver Steering Application Committee (WA SC)
recommended the cost-sharing percentages shown in column 3 of Table 3.1. The
corresponding types of cost-sharing mechanismsrecommended by WA SC wereouitlined
previoudy in Table 2.1 of Chapter 2.

The benefit packages that make up each row on thelist represent broad categories of
benefits (column 2) in combinationwith aleve of cost-sharing required fromtheindividua
asservicesare used (column 3). Benefit categories appearing within the shaded region of
thetabl e represent benefits mandated for coverage by Medicaid laws. Those categories
not appearing within the shaded region are considered optional servicesunder Medicaid
and need not be covered for adult populations. In the second column, asingle benefit
category may appear morethan onceontheligt. Thisprovidesflexibility ingpplying different
cost-sharing level sto abenefit category depending on how far downthefunding lineis
drawn. For instance, afunding linedrawn just below row 11 onthelist wouldresultina
benefit packagerequiring an average contribution by theindividua of 53.2 percent towards
the cost of durablemedical equipment (DME) supplies. A funding level drawn just below
row 20 onthelist would result intheindividual paying, on average, 20 percent in cost-
sharing towardsthese same services.

Thefourth column in the table representsthe relative cost of that benefit packagein
comparisontothetotal cost of the current OHP benefit package. For example, theaddition
of prescription drugsat acost-share of 15.2 percent to theindividual represents 20 percent
of the costs of the current package. By totaling up the percentagesin thiscolumnfor the
four prescription drug lines, these servicesaone currently account for 23.6 percent of the
total OHP costsfor this population. These calcul ations are based on utilization datafor
that segment of the current OHP population, known asthe OHP Familiesand OHP Adults/
Couples categories, which would receive services as defined by OHP Standard. These
figuresrepresent a continuation of the same utilization rates historically seen for this
population. The percentages do not reflect any decreasein utilization that may result from
theimposition of cost-sharing (referred to as* behaviora offset”) nor reflect the utilization
ratesof thoseindividua swhowould gain coverage under thisportion of the OHP2 Waiver.
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Table 3.1: OHP Standard Prioritized List of Benefit Packages for the

2003-05 Biennium

Row  Benefit Category % Cost-sharing % of Package Cumulative %
1 Hospital, Physician, Lab, X-ray 0% 56.0% 56.0%
2 = Inpatient Hospital 5% -1.0%

3 = Outpatient Hospital 4.5% -0.3%

4 = Emergency Room 12% -0.2%

5 = Physician 43% -0.8%

6 = Lab/X-ray 5.7% -0.5%

7 = Ambulance 11.7% -0.1%

8 Cost-sharing on Mandated Services -2.9% 53.1%
9 Prescription Drugs 15.2% 20.0% 73.1%
10 Mental Health/Chemical Dependency 6.1% 8.0% 81.1%
11 Durable Medical Equipment 53.2% 0.3% 81.4%
12 Dental 50% 4.7% 86.1%
13 Vision 48% 0.5% 86.6%
4 Dental 35% 1.4% 88.0%
15 Inpatient Hospital 2.5% 0.5% 88.5%
16 Ambulance 5.8% 0.05% 88.6%
17 Prescription Drugs 10% 1.2% 89.8%
18 Non-emergent Transportation 50% 0.3% 90.1%
19 Dental 20% 1.4% 91.5%
20 Durable Medical Equipment 20% 0.2% 91.7%
21 Prescription Drugs 5% 1.2% 92.9%
22 Emergency Room 6% 0.1% 93.0%
23 Physician 0% 0.8% 93.8%
24 Mental Health/Chemical Dependency 0% 0.5% 94.3%
25 Inpatient Hospital 0% 0.5% 94.8%
26 Outpatient Hospital 0% 0.3% 95.1%
27 Emergency Room 0% 0.1% 95.2%
28 Lab/X-ray 0% 0.5% 95.7%
29 Ambulance 0% 0.05% 95.7%
30 Prescription Drugs 0% 1.2% 96.9%
31 Dental 0% 1.9% 98.8%
32 Durable Medical Equipment 0% 0.1% 98.9%
33 Vision 0% 0.5% 99.4%
34 Non-emergent Transportation 0% 0.6% 100.0%
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Thefind column showsthecumulative percentagefor therdativecost of dl benefit packages
included up to that point. Using afunding line drawn under row 12, asrecommended by
the WA SC, resultsin abenefit package that would be 86.1 percent of the cost of providing
the current OHP benefit package. Asshown previoudy in Chapter 2, thelast threerows
of the WA SC-recommended OHP Standard benefits and cost-sharing package (Table
2.1) reflect the additional estimated effect of the behavioral offset and an additiona offset
duetoincreased premium levels (detailed in Table 2.2). Thisresultsin afinal benefit
package valued at 78 percent of the current OHP package.

Thefinal number inthelast columnis 100 percent, meaning that all servicescurrently
covered under the current OHP benefit package are represented. Also notethat thelist
presumesthose services currently excluded under the current Medicaid Demonstration
(and therefore in OHP Plus) will be excluded in OHP Standard as well. HB 2519
specifically statesthat OHP Standard cannot exceed those benefits offeredin OHP Plus.

All numbersappearingin Tables 2.1 and 3.1 represent estimates made by OHPR staff
based on the previouswork of PricewaterhouseCoopers (PwC) that led to the pricing
that appeared in the HSC' s October 2001 report. Thefinal actuarial pricing for thelist
appearingin Table 3.1 will be performed by PwC upon the conclusion of the negotiations
between the state of Oregon and CM Sleading to the approval of the OHP2 Waiver. The
fina termsand conditionsof the OHP2 Waiver will then beknown and can beincorporated
into the cal culations. Depending on thetiming of the Waiver approvd, thefina pricing of
the OHP Standard Prioritized List of Benefit Packagesfor the 2003—-05 biennium will
either appear asan addendum to thisreport or asapart of the HSC' s Biennial Report to
the Governor and 72 Oregon L egidative Assembly on the Prioritization of Hedlth Services.
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Ongoing Activities and Next Steps
(January 2002—Present)

Asthedeliberations of the Waiver Application Steering Committee (WA SC) reached
conclusion over the OHP Standard benefit package, therewere concernsraised over the
cost-sharing components of the resulting benefit package. It wasrequested that theHealth
ServicesCommission (HSC) takeacloser ook at theindividua condition-trestment pairs
onthePrioritized List of Hedlth Servicesto determineif therearelesseffectivetreatments
that could either beeliminated from coverage or managed by therapy guiddines. Theaim
would beto alow reductionsin overall costsof the OHPR, while preserving basic services,
or lower cost-sharing components.

Aswith endeavorsto createthefirst Prioritized List of Health Services, the HSC called
uponthevariousprovider groupsto help identify those diagnosesand procedureswithin
their purview that might belessimportant for the adult expans on popul ation under OHP2.
During the Commission’sinitia deliberationsover the devel opment of the OHP Standard
Prioritized List of Benefit Packages, the HSC worked closely with the Dental Care
Organizations(DCOs) to determineif any savingscoul d be obtained from someredtrictions
in benefit servicelevelsand the addition of cost-sharing. The DCOs' publicinput into the
HSC process provided ameansof continuing coveragewithin OHP Standard for acore
package of dental benefitswith cost sharing. The dental community’sresponseto this
chdlengehasserved asamode for theHSC, theMenta Heal th and Chemica Dependency
(MHCD) Subcommittee of the HSC and the OHP Medical Directors.

Non-lethal conditions, primarily affecting adults, between Line 400 through Line 566 of
the Prioritized List of Health Serviceswere considered for review. The OHP Medical
Directorsfocused initially ontwenty-onelinesthat dealt with the areas of orthopedics,
genera medicine, otolaryngol ogy, and gynecol ogy. Bes desexamining specific conditions
and treatments, the OHP Medical Directors, with input from various stakeholders,
consdered thefeas bility of usinglessexpensivesitesof servicefor certain conditionssuch
as colonoscopy, endoscopy and other outpatient procedures.

The MHCD Subcommittee established workgroupsto consider benefit changesinthe
areas of treatments for less severe mental health conditions, chemical dependency
management, and non-hospita (sub-acute) detoxification. Also reviewed for exclusonor
limitations on coverage were afew pharmaceutical classes, especially those used to
commonly treat conditionsthat fall below thefunding lineonthe Prioritized List of Hedlth
Servicessuch asbenzodiazepines, musclerel axants, and degping medications. In addition,
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the MHCD Subcommittee extensively reviewed the use of acupuncturefor chemical
dependency.

To assist the benefit management discussionsfor the OHP Medical Directorsand the
MHCD Subcommittee, utilization detawas obtained from the Office of Medical Assstance
Programsfor the OHP adults and coupl es popul ationsto be covered by OHP Standard.
Thishelped to quantify the actual use of the servicesbeing considered for exclusion or
guideline management. Also, providersrepresenting the various medical and surgical
specialty organizationswere convened to discussthese potential limitson servicesand
their impact on overall quality of care. The OHP Medical Directors and MHCD
Subcommittee compiled their listsof servicesto be considered for either imination or for
new or revised management guidelines in the OHP Standard population. These
recommendationswereforwarded tothe HSC for their consideration. Theoveral savings
to the proposed OHP Standard benefit package for the adult expansion popul ationswas
estimated to be between 2—-3 percent.

The Emergency Board asked, asacondition of theapprova of thethe OHP2 Waiver, that
the HSC work towardsagoal of lowering overall costsof theentire OHP program by 10
percent. Thiswould include those covered under OHP Plus, aswell asthe adultsunder
OHP Standard. The Commissioniscurrently re-examining those conditionsand trestments
initialy consdered for elimination or guideline management by the OHPMedica Directors
and MHCD Subcommitteto seeif these changes can be applied to the broader OHP Plus
population. The Commission will be presenting that information as they make their
recommendationsfor the Prioritized List of Hedlth Servicesfor the 2003-05 biennium.

Processfor Future OHP Standard Recommendations

For subsequent biennia, HB 2519 callsfor the Health Services Commission to submit a
new Prioritized List of Benefit Packagesfor OHP Standard. Beginning withthisreport,
the Commissionwill submit anew prioritized list on July 1 of each even-numbered year for
consideration by thefollowing year’slegidativeassembly.
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