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Health Care for All New York

Memorandum in Support & Opposition to Governor’s Health Insurance Agenda

· Program Bill #11 (COBRA to 36 months)—Support

· Program Bill #12 (Young Adult with age rating)—Oppose (unless amended) 

· Program Bill #13 (Managed Care Package)—Support (with modification)

· Program Bill #15 (Restores Prior Approval to SDOI, Caps Insurance Profits)—Support (with modification)


Health Care For All New York (HCFANY) is a statewide coalition of more than 70 organizations dedicated to winning affordable, comprehensive, and high quality health care for all New Yorkers.  HCFANY strongly supports and promotes legislation that will protect and improve the rights of health insurance consumers in New York.  In early May, Governor Paterson introduced four program bills that seek to promote health insurance reform.  HCFANY’s position on these bills is as follows:

Program Bill #11:  Extend NY COBRA from 18 to 36 Months (Support)


HCFANY unequivocally supports the Governor’s Program Bill #11, which would extend state continuation benefits from 18 to 36 months for those who have exhausted their COBRA benefits.


In March 2009, New York’s state unemployment rate reached 7.8%, up 3% from the same time last year.  Nearly 800,000 are out of work.  The impact of unemployment is felt statewide:  In New York City, the rate is at 8.1% up from 4.6 percent last year and in Buffalo the rate is at 9.2%, up from 6.1% last year.  In other areas of the State, unemployment rates have reached the double-digits (North Country (11.3%); Lewis County (12.8%); Niagara (11.5%); Southern Tier (9.1%)).  Rates of unemployment like these were last seen in New York in 1992.  


This bill provides important relief for New Yorkers who lose their health insurance because they are laid off, have a reduction in hours, or some other loss of eligibility.  Under the current federal law, the Consolidated Omnibus Budget Reconciliation Act, or COBRA, people in larger groups who lose eligibility for employer-sponsored coverage through job loss or reduction in hours are entitled to stay on as members of the group for up to18 months by paying premiums to their employer. The cost is 102% of the group rate.  There is no cost to the employer. New York law already extends COBRA rights to members of all insured group plans, including groups with as few as two employees. 


The Governor’s Bill #11 would extend these continuation rights to buy into employer sponsored insurance for former employees or otherwise eligible individuals from 18 months to 36 months.  Without this right, after 18 months individuals would have to pay roughly $1,000 per month to purchase insurance in New York’s individual insurance (direct pay) market.  Under this provision, individuals could pay on average $400 per month to keep coverage.  California adopted a similar provision in its CAL-COBRA program years ago.


Given these dire economic times, HCFANY strongly urges the legislature to introduce and adopt Governor’s Program Bill #11 to permit individuals to continue their state-based continuation (COBRA) coverage from 18 to 36 months.
Program Bill #12:  Young Adult Coverage (Oppose—unless amended)


HCFANY supports the goal of the Governor’s Program Bill #12 which seeks to provide a COBRA-like insurance option to young adults in New York, but opposes specific provisions.  


Young adults between the ages of 19 and 29 are twice as likely to be uninsured as other adults.  Around 808,000 young adults are uninsured in New York, making up nearly one-third (31%) of all State’s uninsured.
  Most young adults do not get job-based coverage and are left without affordable or comprehensive health coverage.

 


Governor Paterson recently released Program Bill #12 to require commercial, not-for-profit corporations, and health  maintenance organizations (HMOs) that offer group health insurance contracts to give young adults the option of staying on their parents’ ESI until the age of 29, whether or not they are enrolled in college. This insurance would resemble a COBRA benefit in that a family, not the employer, would be responsible for the full premium.  This insurance option would only be available to young adults provided they do not have group insurance coverage through another insurance policy, are not married, and are not eligible for Medicare.
 


HCFANY opposes this bill because a fundamental provision of the bill is to offer this coverage on an “age-rated” basis, reflecting the lower costs of insuring younger adults.  These young adult dependents would pay less for their coverage than all the other employees in the workplace—even a co-worker who is the same age as the young adult child.  


By giving premium discounts based age, New York would be taking a giant step backwards, away from our current “pure community rating” system which could possibly open the door to discrimination based upon a consumer’s perceived or real risk.  Insurers offering small group or individual coverage now must treat every New Yorker equally, regardless of age, gender, or health status.   On a national level, Congress and the President are also moving away from rating discrimination bases on age, gender, and so forth.  Age-rating not only violates a fundamental principle of our system, it undermines the positive impact of adding younger and healthier lives into a broader insurance risk pool.

Lastly, while the Governor’s bill tries to address an important problem, it is unlikely to do very much to solve it.  In 2006, New Jersey passed similar legislation, that allows young adults to stay on their  parents’ employer sponsored insurance up to age 30, on an age-rated basis. Three years later, just 15,000 young adults had joined – only 4% of the 360,000 uninsured young adults in the state.  
 
 
HCFANY would not object to this bill if it were amended to remove age rating.  But we believe New York’s young adults would be better served by the following policy options: (1) amend the current insurance law to define family coverage to cover children up to age 29; or (2) leverage public insurance for young adults by extending the existing Family Health Plus Buy-in program to offer comprehensive affordable health coverage to all young adults, regardless of income, as individual purchasers. Alternately, the Governor’s Bill #12 simply could be amended to remove the three paragraphs that provide for age rating.  

 Program Bill #13 Managed Care Package (Support with Modification)


HCFANY supports, with a few modifications, the Governor’s Program Bill #13 which provides enhanced provider and consumer protections through a series of managed care reforms.   HCFANY seeks two modifications.  First, improve the provisions regarding the external review system for people with rare diseases and second, provide external review for people who are denied access to specialty care.


In 1996, the legislature passed the Managed Care Reform Act, or the Managed Care Consumers Bill of Rights, which provided strong protections (e.g. grievance procedures, specialty care rights) for consumers and health care professionals who interacted with managed care plans. In 1998, this Act was strengthened by the adoption of the State’s External Review statute which guaranteed the right to seek an impartial review from certain adverse decisions made by a health plan.  In 2007, additional minor managed care provisions were adopted.  


Program Bill #13 strengthens and updates the existing law by adding the following additional consumer protections:  (1) extending the earlier statute’s protections to HMO look-alike insurance products; (2) improving utilization review procedures time-lines for post-hospital discharges services to one day; (3) providing that a utilization review’s agents failure to act to constitute a deemed approval; (4) eliminating the current law’s provision that a enrollee’s contract must be in effect to secure a credit in the event that a medical loss ratio requirement is not met; and (5) changes the criteria used by the external review system to evaluate a denial of treatment in the case of rare diseases.  The bill would also extend a large number of protections for providers.


HCFANY urges the legislature to adopt all these protections, but to modify the provisions regarding the external review system with regard to access to experimental treatments for people with rare disease and regarding disputes over specialty care.  People with diseases so uncommon that there are inadequate clinical trials and little or no published peer reviewed literature to prove the effectiveness of treatments often cannot get life-saving treatment in the current external review system.  This is because the current system bases its determinations about getting new or experimental treatments on the existence of specific literature showing its likely benefit.  


The provisions of Program Bill #13 would establish a new category of rare diseases eligible for special consideration in the external review system, but without the sorts of detailed standards that have worked so well in other parts of the Managed Care Consumers Bill of Rights.  This bill abdicates the legislature’s role and hands off to the Insurance Department the prerogative of setting almost every aspect of the rules.  HCFANY believes existing bills which have already passed the Assembly and are currently being considered in the Senate (A 00301, S 03840) do a far better job of ensuring that people with rare diseases get access to life saving treatment.


HCFANY also believes that external review should be extended to resolving disputes between plan enrollees and their plans over the qualification of medical specialists and access to appropriate specialty care.  This is a very common type of dispute when people face serious health conditions, yet they have no cost-effective recourse when the plan will not let them see the specialists they believe they need.  We have an excellent, well-run external review system, and it should be expanded, as it is in many other states, to this common type of consumer dispute. 
Program Bill #15 – Prior Approval/Medical Loss Ratios (Support with Modification).


 HCFANY supports the Governor’s Program Bill #15, with reservations.  We support it because it would achieve two fundamental benefits: (1) prior approval of insurance rates, eliminating the current authorization for health plans to simply file a premium rate increase and use it (“file and use”); and (2) improved regulation of health plan profits by setting a minimum “medical loss ratio” for individual direct pay and small group markets at 85%.  However, HCFANY has serious concerns about some details of this bill and would like to see the Legislature improve its provisions to better protect New York’s health insurance consumers. 


Between 2000 and 2007, health insurance premiums have increased by 81% in New York State, far outpacing inflation.  During this same period median wages in the State only increased by 11%.  HCFANY, like most New Yorkers polled, believes that something needs to be done urgently about skyrocketing insurance premiums. The Governor’s program bill is a good start, but should be strengthened significantly.  


First, while the bill restores power to the Superintendent of Insurance to approve or disapprove health insurance premium hikes, it does not provide for a public process to engage in this review.  Prior to 1996, when “file and use” system was adopted, health insurance beneficiaries and the general public were allowed to comment on increases through a public rate hearing process.  In fact, it was only through this process that many insurance reforms—such as community rating—were won.  Superintendents of Insurance and come and go; displaying varying levels of commitment to the public. The only way to guarantee that the public interest is truly served is through an open and public hearing process.  HCFANY urges the Legislature to restore the public hearing process to insurance rate increases. We commend the approach in the bill introduced by Assembly Member Bradley (A 3122).

Second, HCFANY urges the legislature to adopt a higher “medical loss ratio” than the one proposed by the Governor’s Program Bill #15.  HCFANY recommends capping profits and administrative expenses at 10%, with a 90% medical-loss ratio.

Third, HCFANY is concerned that the language of Program Bill #15, as currently written, permits the Superintendent waive the minimum “medical loss ratio” if he or she determines that it is “in the interest of the people of this state.”  We are concerned that this provision gives too much discretion to a potentially pro-insurance industry superintendent in some future administration.  We urge the legislature to eliminate this language.

Fourth, the program bill allows Medicare supplemental policies to set a lower “medical loss ratio” of 80%.  We are unclear why these policies should be subject to lower medical loss ratios than other policies. In fact, our understanding of federal regulations is that any federal rules on Medicare supplemental policies should serve as a floor for State regulation, not a ceiling.  Accordingly, HCFANY urges the legislature to eliminate this language, provided there is no specific federal rule or other reason to require a lower “medical loss ratio” for these policies. 


Finally, HCFANY is concerned about the Program Bill’s “aggregation of policy forms” language.  While we understand the need to resolve contradictions within the current statutory scheme regarding how rates are set, we believe that this provision could undermine the protections of community rating for people with more comprehensive policies.  Under this language insurers could aggregate comprehensive and less comprehensive policies in a way that those with comprehensive policies could end up experiencing lower MLRs than those with less comprehensive policies.  HCFANY believes that this bill should be amended to specify that the aggregation process shall not permit comprehensive policies to be used to subsidize less comprehensive policies.


Thank you for your consideration.  Should you like additional information about HCFANY, please visit our website at:  www.hcfany.org or contact Elisabeth R. Benjamin, Director Healthcare Restructuring Initiatives at the Community Service Society at:  212-614-5461.
� Young adults are more likely to be uninsured because:  (1) they are more likely to work low-income entry-level jobs that do not have benefits (nationally, only 53% of young adults are eligible for health benefits, compared to 74% of adults, ages 30-64); and (2) family coverage under employer-sponsored insurance (ESI) typically only covers dependent children until the age of 19, or 23 if they’re enrolled in college.
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