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INTRODUCTION

o Thank you Senator Kahn,_-Seil'ﬁtof Marleau, and the members of the Senate Health Policy Committee

for this opportunity to discuss the Basic Health Plan.

My name is David B. Cotton, M.D, a.nd. I am here today on behalf of Meridian Health Plan. Meridian
Health Plan is a phjzéician owned and operated health plan which is the largest Medicaid HMO in the State of
Michigan. As Pre51dent/CEO of Meridian Health Plan 1 am entrusted with providing the highest quahty of
care to over 290 000 individuals in the State of M1ch1gan My current role in the healthcare commumty

enables me to offer you a unique perspectlve on the Basic Health Program.

SUPPORT FOR BASIC HEALTH PROGRAM T

[ .am here today to offer my support for Senate Bill 595 which, if enacted, would 1ntplement a Basm Health
. Program in Michigan. As an initial matter, it will be helpful to provide a g‘eneral overview of the Basic
Health Program, a program arising out of the Affordabie Care Act. Part of the ACA legislation requires each
Y .-'_."st_ate to establish a Health Beneﬁts Exchange to facilitate the pro"\'_f'is.ioﬁ_;"o.f subsidized insurance to lower..
i'tlcome indivictuals. The Affordable Care Act is not presor'i.pttx./e,: m the sense that it provides states
i flexibility to develop' programs that best rmeet their needs.. One such program is the Basic Health Program. _
The Basic Health Program provides an altematlve method to deliver care to those individuals earmng
between 139% and 200% of the Federal Poverty Level ThlS translates to a family of four mth_.-annual

"mcomes ranging from $32,040 to $46,100. -
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THE FEDERALLY-FUNDED BASIC HEALTH PROGRAM

Under cur_'rent iaw states have two options to deliver _eoyera.ge to adults with low incomes not eligible for

Medicaid. Adults and their dependents with ineomee hetween 139% and 200% of the Federal Poverty Line

(FPL')"are eligible for either: .('1) subsidized commercial insurance via an “Exchange” or (2) enrollment in the. o

“Basic Health Program” (“BHP”).

~ I'believe the Basic Health Program is the best choice for Michigan for the following reasons:

o First, there is little to no cost to the State The BHP i is 100% funded by the Federal government at
138% of estimated Michigan Medlcald costs. The State Wlll be able to capitate payments to health
plans, which will minimize the ﬁnan(:lal risk to the State |

*  Second, the program is self-sustaining — Federal _subs_idies for the BHP are expected to exceed costs
for rnore than 25 years baaed on current trends. Federal payments to the State to cover 250,000
Mlchlganders in the BHP should be no less than. $856 million. This amount is based on $3,422 per
1nd1v1dual which was the annuaI cost lncurred by MCOs in 2011 to cover an individual in the

“Michigan Medicaid managed care program. Beoause the BHP funding is based on the second-lowest
| _cost Silver tier plan in an Exchange the expected Federal payments should not be lower than $856
mllhon as the plans operatmg in an Exchange will not offer a commermal plan at lower than '

» - Medicaid rates. Federal payments_r_na_y._- exceed the expected costs of the BHP by over $564
Inillion as many experts approximate.annual funding to_'.b_e over $5,665 per individual mthe

BHP, or $1._42 billion. - S

e Third, there ._are‘ savings to the S_t'a.t_e.on the existing Me.d'.ieaid program — Significant State. 'h'ndget
savings could occur, as permltted by the ACA begm.mng on January 1, 2014, if the State terminated

optional Medlcald coverage for aduIts with modified adjusted gross income above 139% FPL They
5 _
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could be transferred to the BHP vﬁthout increasing their health care '_costs or reducing their benefits.
These se‘rings would not occur in an Exchange,

. Feurth, the targeted population should have a higher insurance enroliment rate with a BHP -
'.".Sltizldies show that premiﬁm costs and high out ef pocket costs deter low income individual_s' from
| purchasing health insurarlee. The relatively high.eozs'.t'.sharing and premium costs will most'.l_i.k.ely limit

elective enrollment in an Exchange. Thus, a significant number of individuals eligible.-fer eubsidies in
an Exchange will choose not to participate. The BHP will be structured to eliminate or sig.niﬁcanﬂy
reduce out of pecket costs to such individuals, resulting in a greater number of members electing to
be insured. o

¢ Fifth, provider eontinuity will occl_rr ~H rs estimated that 35% of all Iow irrcome adults will need to
move betWeen Medicaid and an Exchange every 6 months. Studies ehow that provider continuity is

clinically significant. The BHP will provide stability of coverage to families and continuity in terms_ .
of their brovider network as M_e'd.i'eaid networks weuld be used .fer-'the'BHP program. -

. Sixth, there will be enharlced provider payments — "Pre'vrder payments will be higher than

_Medi.c.aid rates. These pa}qﬁenrs will resu}t in a net irlcrease to the State in tax dollars, as well as
increase reimbur_sement to providers. - - |

* Se‘rer]th, greater heneﬁrs to enrollees — Federal ﬁmdmg is in the form of an advanced lump sum

' ; -giVen to the State at the _begirming of each Federal ﬁseal year with the potential funding fer'Michigan

exceeding $1 billiorr.a.nnually. The State Weli_ld'_collect interest on the und_istributed n'ronies that
would be dispersed to health plans on a monihly basis over the course of the .ye.a_r.. -'.Thjs interest may
be used to offer add1t10nal benefits to enrollees or it may be used as a ramy day fund to hedge agamst

the risk of lower Federal fundmg in the future
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Lastly, this bill has a safety valve. In the unlikely cvent that the costs of the Basic Health Program exceed
current expectatlons Senate Bill 595 1nc1udes an “escape hatch,” which provides the option not to move :

forward and snnply defer to Exchange coverage for those individuals earning 139% to. 200% FPL In other

words, there 1s little risk to enacting Senate Bill 595

CONCLUSION

! urge you to con51der the benefits of enactlng Senate B111 595 The Basw Health Progra:m offers the citizens

of Mlchlgan the opportunlty to 1mplement health reform in a way that beneﬁts all interested stakeholders. In

conclusion, Senate Bill 5_95_'1_s a “win-win” for everyone.




