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OHP Defined

The Oregon Health Plan (OHP) is a public and private partnership to ensure access to
health care for all Oregonians. The major components are:

% Medicaid reform.
+»  Insurance for small businesses.

R/

¢ High risk medical insurance pool.

In addition, OHP includes provisions for oversight, research, and analysis to achieve the
best use of health care funding.






The Oregon Health Plan (OHP) formed in response to conditions that threatened the social
and economic health of the nation: namely, the rising costs of medical care and the growing
number of people unable to afford such care.

In the late 1980s, millions of Americans had no guaranteed medical benefits: They didn’t
qualify for public assistance (Medicaid), were not insured by an employer, and couldn’t
afford individual coverage. About 18 percent of all Oregonians, and more than 20 percent
of our children, had no medical coverage. They were, in effect, excluded from our health
care system.

-~ About 18 percent N\
Instead of seeking early preventive care, the uninsured sought of all Oregonians,
emergency care as a last resort when their illnesses became severe. and more than
When emergency room doctors are not compensated, the care isn’t 2D e el

. . . . children, were
really free. Instead, the cost of this expensive care is shifted to without medical

increase the cost of medical bills and insurance premiums. Those coverage. They

who can afford to pay for these increased costs, do. were, in effect,
excluded from our

States traditionally responded to these rising costs by reducing health care system.

the number of people eligible for public assistance coverage and
reducing Medicaid reimbursements to providers. In the private sector, employers reduced or
dropped coverage for their workers. The result: ever-escalating costs as more people were
priced out of coverage and into the “cost-shift.”

As conditions worsened, Oregon’s practice of fully insuring only Medicaid eligibles, while
neglecting the rest of Oregon’s uninsured poor, no longer made sense.

OHP Histor

In 1987, the Oregon Legislature decided to no longer fund soft tissue transplants for
Medicaid clients. This prompted a debate about what health services Oregon’s Medicaid
program should cover. That year, Governor Neil Goldschmidt appointed a workgroup
of representative health care providers and consumers, businesses, labor, insurers, and
lawmakers.

This group developed a political strategy to answer three main questions about Oregon’s
health plan: (1) who is covered, (2) what is covered, and (3) how is it financed and
delivered.
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OHP Goals

The workgroup agreed that:

All citizens should have universal access to a basic level of care.
Society is responsible for financing care for poor people.
There must be a process to define a “basic” level of care.

The process must be based on criteria that are publicly debated, reflect a
consensus of social values, and consider the good of society as a whole.

The health care delivery system must encourage use of services and procedures
that are effective and appropriate, and discourage over-treatment.

Health care is one important factor affecting health; funding for health care
must be balanced with other programs that also affect health.

Funding must be explicit and economically sustainable.

There must be clear accountability for allocating resources and for the human
consequences of funding decisions.

Blueprint Objectives

OHP is a blueprint for universal access to basic and affordable health coverage that offers:

Insurance Reforms

A basic health care package for low-income persons.

Health insurance for individuals who have been denied coverage for medical
reasons.

Two voluntary group insurance plans available to small employers — one offers
low premiums, the other guarantees availability.

Reforms to make insurance more available and affordable.

Assessment of new technologies and their need in particular geographic
regions.

Assessment of service expansions and cost-containment.
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Stewardship of Public Resources

The Oregon Health Plan also seeks to lower costs by:

)

¢ Reducing cost shifts.

X/

< Emphasizing managed care, preventive care, early intervention, and primary
care.

)

¢ Not covering ineffective care.

OHP provides a political dynamic for controlling costs by:

X/

*  Addressing the reality of fiscal limits.

)

¢ Recognizing medical care as one investment affecting health.

X/

< Providing a political framework for balancing public spending to keep people
healthy.

¢ Requiring decision-makers to be publicly accountable for funding decisions.

Implementation Timeline

To put the goals and objectives into practice, the Oregon Legislature passed a number of
bills over successive sessions that created the framework for a private/public partnership
that collectively became the Oregon Health Plan. Over time, OHP has expanded and
contracted in response to society’s economic fluctuations.

1987 Governor

Neil Goldschmidt
The Legislature establishes the Insurance Pool Governing Board
(IPGB), to offer uninsured self-employed and small businesses (1-

25 employees) the opportunity to purchase affordable small group health insurance from
private companies (HB 2594).

The Legislature creates the Oregon Medical Insurance Pool (OMIP), to offer health benefits
to people who can’t buy individual health insurance because of a health condition. The bill
establishes OMIP as a quasi-public agency with no state funding (SB 583).

1988

Senate President John Kitzhaber initiates the Oregon Medicaid Priority Setting Project,
which laid the groundwork for the Prioritized List of Health Services.
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1989

IPGB makes insurance available to uninsured small businesses and offers a tax credit.

The Legislature establishes the Employer Mandate, scheduled to begin January 1, 1994.

It requires employers to provide medical insurance to those employees working 17.5

hours or more per week and their dependents. The alternative is to pay into a special state
insurance fund that offers coverage to their employees (SB 935). It requires a Congressional
exemption to the Employee Retirement Income Security Act (ERISA).

The Oregon Health Services Commission (HSC) is created to rank medical services from
most to least important to the low-income populations. The Legislature defines the health
care package benefits from this list.

The Legislature establishes the Oregon Medical Insurance Pool (OMIP) as a state agency
with state funding (SB 534). OMIP offers health insurance to people who cannot buy
coverage because of pre-existing medical problems.

A framework is developed for Phase I of the OHP Medicaid demonstration (SB 27).

1991 Governor
Barbara Roberts
Legislature develops a framework Phase II of the Medicaid

demonstration (SB 44), which includes preparations to offer mental
health and chemical dependency services (SB 1076).

Legislature establishes the Health Resources Commission (HRC) to develop a process for
deciding the allocation of medical technologies in Oregon (SB 1077).

The Legislature mandates several insurance reforms, including a guaranteed-issue policy
that all small-business insurance carriers in Oregon must offer. The Employer Mandate is
postponed until July 1, 1995 (SB 1076).

The HSC recommends its first Prioritized List to the Governor and Legislature. It is funded
through line 587/709 pending US Health Care Financing Administration (HCFA) approval.

Oregon sends the Medicaid waiver application to HCFA.

1992

HCFA denies the waiver application because of possible violations of the Americans with
Disabilities Act.
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HSC revises the prioritization methodology and reorders the list.

Oregon resubmits the waiver application to HCFA.

1993

Small business insurance policies go on sale.
Legislature directs HSC to review and adopt clinical practice guidelines (SB 757).

Employer Mandate is postponed until March 31, 1997 (HB 5530).

Funding package passes for Medicaid expansion, using General Funds, a 10-cents-a-pack
cigarette tax increase, and matching federal funds. Legislature approves graduated funding
levels on the Prioritized List over time (HB 5530). Beneficiaries to include seniors and
people with disabilities. The initial Prioritized List approved by HCFA is funded through
line 606/745. Benefits will include mental health and chemical dependency services.

HCFA approves expanded mental health coverage on a demonstration basis in 20 counties,
representing about 25 percent of the OHP client base.

Legislature creates the Office of the Oregon Health Plan Administrator.

1994

Medicaid expanded to include Oregonians under 100 percent of Federal Poverty Level
(FPL), providing a Basic health care benefit package via the Prioritized List.

1995 Governor
John Kitzhaber, M.D.
The Basic benefit package expands to include Medicaid

seniors and people with disabilities, as well as children in foster/
substitute care.

A gradual expansion of coverage for mental health services begins for Medicaid clients.
OHP coverage expands to include chemical dependency services.

The Legislature approves premiums and a $5,000 liquid asset limit for people newly
eligible for Medicaid under OHP. It removes full-time college students from those eligible
for OHP benefits.

Legislature introduces protections for managed care clients (SB 979).
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Legislature introduces a major insurance reform package, including provisions to ensure
that health insurance coverage comparable to that available to large groups is available to
individuals or groups of two or more. It also addresses “portability,” to ensure that coverage
for these small groups would continue if a covered person leaves the group (SB 152).

Legislature transfers the Oregon Health Council from the Department of Human Resources
to the Office of the Oregon Health Plan Administrator (SB 1079). Covered services on the
Prioritized List are funded through line 581/745, resulting in a reduction in coverage of 27
lines.

1996

Legislature repeals the Employer Mandate since Congress did not grant an exemption from
the Employee Retirement Income Security Act (ERISA) by the deadline named by the
Oregon Legislature.

1997

HB 3445 makes all OHP clients eligible for expanded mental health benefits that are
provided through mental health organizations (MHOs).

Legislature creates a subsidy program, the Family Health Insurance Assistance Program
(FHIAP), to help low-income working people pay for private health care coverage. The
Insurance Pool Governing Board administers FHIAP (HB 2894).

Legislature renames the Office of Oregon Health Plan Administrator to the Office for
Oregon Health Plan Policy Research (OHPPR) by HB 2894.

Covered services are reduced from line 581/745 to 578/745 instead of line 573/745 as
requested of HCFA.

1998

Eligibility is restored to full-time college students who meet OHP income and asset
criteria, are otherwise uninsured, and meet family economic standards for federal Pell grant
eligibility.

The Basic benefit package expands to include pregnant women with income up to 170
percent FPL.

FHIAP begins accepting reservations, and sending out applications with the first
enrollments in July.
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Children’s Health Insurance Program (CHIP) begins for uninsured children (through age
18). OHP eligibility rises to 170 percent FPL for these children.

1999

Legislature guarantees cost-based reimbursement for small hospitals (< 50 beds) that do not
contract with managed care plans (SB 676).

Legislature approves reducing services to line 564 on the Prioritized List for coverage for
1999-2001 (however, HCFA never approved it).

Legislature releases IPGB from obligation to certify health insurance policies that are sold
by health insurance carriers to uninsured small businesses (SB 414).

Legislature lowers liquid asset limit to $2,000. Services to line 574/743 are funded.

2001

Legislature directs Oregon to seek new Medicaid waivers from the federal government
to change the benefit package for some OHP recipients, and use the savings to pay for an
expansion of OHP to people earning up to 185 percent FPL. The waiver will also allow
federal money to be used to expand coverage to more people in FHIAP (HB 2519).

Legislature directs IPGB to develop a basic benchmark health benefit plan(s) for subsidized
individual or employer-sponsored coverage (HB 2519).

Changed the name of OHPPR to Office for Oregon Health Policy and Research (OHPR)
(HB 2101).

OHPR researches alternative methods of determining the capitation rate paid to the fully
capitated health plans providing medical services to enrollees of OHP (HB 2519).

Legislature adopts Prioritized List funding through line 566/736.

Legislature creates the Practitioner Managed Prescription Drug Plan to create preferred
drug list for OHP through evidence-based process for fee-for-service clients (SB 819).

2002

Breast and cervical cancer program begins.

Emergency Board approves OHP2 waivers with incremental expansion of Medicaid to 115
percent FPL (delayed indefinitely) and expansion of FHIAP.

July 2006 OHP Overview 7



DHS submits its second 5-year OHP project waiver request to Centers for Medicare and
Medicaid Services (CMS, formerly HCFA).

The Pharmacy Management Program begins, limiting clients to a single pharmacy provider
of their choice. Simultaneously, the Practitioner Managed Prescription Drug Program
(PMPDP) begins, identifying the most cost-effective drugs, limiting client supplies, and
reducing reimbursements.

The Disease Management Program begins, targeting clients with specific health conditions
and providing case management.

CMS approves OHP waivers.

FHIAP begins expansion in November toward a goal of 25,000 enrollees.

2003 Governor
Theodore Kulongoski

Covered services on Prioritized List drop from line 566 to
558. Copayments are instituted for most adult fee-for-service
clients using specified services. Exemptions are given to pregnant women, tribal clients,
and long-term care clients receiving waivered services.

The former Basic package is renamed OHP Plus; the covered services remain the same
for categorically eligible clients. A new benefit package, OHP Standard, is created. The
Standard package offers reduced benefits, higher copayments and requires premiums.

OMAP contracts with a new mail order vendor to provide discounted prescription drugs to
OHP clients. OHP Plus clients are exempted from copayments for this service.

The Medically Needy (MN) and General Assistance programs are discontinued in February.
A few MN clients are given back a prescription-only benefit for certain life-threatening
conditions (SB 5548).

In February, OHP eligibility for pregnant women and children rises to 185 percent FPL.

Most OHP Standard applicants must have been uninsured for at least six months to be
eligible for OHP Standard enrollment. Eligible, employed clients on the OHP Standard
benefit package who have employer-sponsored health insurance available to them must
apply for FHIAP coverage.

In February, OHP Standard benefit package discontinues coverage for routine visual,
hearing services, durable medical equipment and non-emergent medical transportation.

OHP Standard benefit package premiums and copayment amounts increase. Penalties are
put in place for failure to pay premiums.
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Clients in long-term care at lesser-impaired Survivability Levels 15-17 lose eligibility.

In March, OHP Standard benefit package discontinues coverage for dental, outpatient
mental health and chemical dependency services, as well as medical supplies.

Eligibility date for OHP Standard begins the month following approval.
Clients in long-term care at Survivability Levels 12-14 lose eligibility.

Legislature requires Fully Capitated Health Plan (FCHP) enrollment for all but a few
exceptions (HB 3624). OMAP begins auto-enrolling clients in FCHPs by service area with
a goal to increase enrollment to 70 percent and stay there for remainder of the biennium.

Legislature requests a 30-line move on the Prioritized List from 549 to 519. Process begins
to obtain CMS waivers for this and several other actions in order to implement early in
2004.

Legislature revises OHP Standard benefit package to include physician, lab and X-ray,
prescription drugs, outpatient mental health/chemical dependency and limited emergency
dental services as a core benefit package, pending CMS approval. A limited hospital benefit
will be added subject to CMS approval of provider taxes (HB 2511).

Legislature directs OMAP to expand CHIP coverage to 200 percent FPL (HB 2511) by
early 2004.

Legislature establishes a prescription drug program, Medical Expansion to people with
Disabilities and Seniors (MEDS), to begin in 2004 (HB 2511) and imposes several cost-
saving measures to prescription drug services (pending CMS approval).

The Health Services Commission’s revised Prioritized List of Health Services becomes
effective in January with funding through line 549.

Legislature establishes Medicaid managed care plan and hospital provider taxes (HB 2747)
to begin in 2004.

Legislature directs use of Physician Care Organization (PCO) program beginning July 2004
(HB 3624). A PCO is a partially capitated plan.

Legislature directs dissolution of the Oregon Health Council. It is replaced by the Oregon
Health Policy Commission (HB 3653).

Legislature directs FHIAP to expand coverage up to 200 percent FPL in both HB 2511 and
HB 2189.

Legislature directs IPGB to develop health insurance plans for small, uninsured businesses
(HB 2537).
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2004

Ballot Measure 30 fails. To help fund the state budget approved by the 2003 legislature,
this tax measure asked for a three-year personal income tax surcharge, based on state
income tax owed, an increase in the minimum corporate tax owed, and extension of the
state’s cigarette tax. Rejection of this measure necessitated the OHP benefit reductions and
curtailed OHP Standard enrollment to occur later this year.

Physician Care Organization program implemented May 2004.

Court order directs OMAP to end copayments for clients on the OHP Standard benefit
package effective June 19, 2004.

OHP Standard closed to new enrollment effective July 1, 2004.

The Health Services Commission’s revised Prioritized List of Health Services becomes
effective in August with funding through line 546.

Effective August 1, OHP Standard benefit package discontinues coverage of non-emergent
hospital, acupuncture (except for treatment of chemical dependency), chiropractic and
osteopathic manipulation, home health care, oral nutritional supplements, occupational
therapy, physical therapy, speech therapy, and private duty nursing services.

Effective August 1, OHP Standard benefit package restores coverage of emergency dental
services, diabetic supplies (including blood glucose monitors), respiratory equipment
(CPAP, BiPAP, etc.), oxygen equipment (concentrators, humidifiers, etc.), ventilators,
suction pumps, tracheostomy supplies, urology and ostomy supplies, outpatient chemical
dependency services, and outpatient mental health services.

The Medicaid Managed Care Plan Tax becomes effective May 1, 2004. It applies to
managed care premiums received by managed care organizations on or after May 1, 2004,
and before January 1, 2008.

The Hospital Tax becomes effective July 1, 2004. It applies to net revenue received by
DRG hospitals on or after July 1, 2004, and before January 1, 2008.

Governor Kulongoski’s “Future of the OHP” workgroup makes recommendations on how
to improve the sustainability of the Oregon Health Plan.

2005

Legislature directs DHS to adopt rules to adjust OHP services in order to align with the
2005-2007 Legislatively Adopted Budget (HB 3108), pending federal approval of any
proposed benefit reductions resulting from this bill.
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Legislature allows DHS to modify the OHP Plus benefit package for clients who are dually
Medicare/Medicaid eligible so the major responsibility for prescription drugs will be
Medicare’s (SB 1088).

Legislature exempts OHP Standard clients from paying premiums if their family income
is no more than 10 percent of the federal poverty level. For those still required to pay
premiums, this bill allows a grace period for premium payments of up to six months, and
it requires clients to pay overdue premiums before they can be eligible again. This bill
eliminates the six-month disqualification period when someone fails to pay premiums (SB
782).

Legislature directs DHS to suspend, as opposed to terminate, medical assistance for a
person with serious mental illness who becomes an inmate in a public institution (SB 913).

Legislature approves name change of IPGB to the Office of Private Health Partnerships
(OPHP) (SB 303).

2006

The Health Services Commission’s revised Prioritized List of Health Services becomes
effective in January with funding through line 530 out of 710 lines. The HSC merged
several lines during the 2005-07 biennial review, so that the new list has a funding level
equivalent to the previous funding line drawn at line 546 (out of 730).

Starting January 1, OHP stops paying a prescription drug benefit for Medicare-covered
drugs for dual-eligible clients as part of Medicare Modernization Act implementation.
Certain categories of drugs not covered by Medicare are still covered.

Starting June 1, OHP no longer charges a premium to OHP Standard clients whose
household income is 10% or less of the Federal Poverty Level (FPL). Also, clients on the
OHP Standard benefit package whose income is above 10% FPL must now pay current and
past-due premiums at the time of reapplication in order to remain eligible for continued
OHP Standard coverage.

Starting June 1, client eligibility for the CHIP program is extended from 6 months to 12
months.
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Oregon Health Plan Agencies

Governor

Department of Human Services

(Medicaid and CHIP)
[. Children, Adults & Families

[I. Seniors & People with Disabilities

lll. Office of Medical Assistance Programs

IV. Public Health

V. Office of Mental Health & Addiction Services

Office of Private Health Partnerships
[. Small business group insurance
[I. Family Health Insurance Assistance Program

Department of Consumer and
Business Services

Oregon Medical Insurance Pool

Office for Oregon Health Policy and
Research

I. Health Services Commission

II. Health Resources Commission

[ll. Oregon Health Policy Commission

IV. Medicaid Advisory Committee
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Oreqon Health Plan Growth

Beginning February 1, 1994, the state embarked on a campaign to make Medicaid available
to thousands of people who previously did not qualify, even though their income was below
the poverty level.

The Oregon Health Plan (OHP) originally operated as a five-year Medicaid demonstration
project, which required a waiver from traditional Medicaid rules. The waiver was granted in
March 1993 by the former U.S. Health Care Financing Administration (HCFA).

The OHP’s Medicaid expansion was unique in at least two ways:

R/

s It made Medicaid available to most people living in poverty regardless of age,
disability or family status.

s Its benefits were based on a priority list of health care conditions and
treatments.

Medicaid Expansion

Basic Health Care Benefit Package

In 1994, OHP extended a Basic Health Care benefit package to approximately 100,000
newly eligible persons, in addition to about 250,000 Oregonians who previously qualified
for Medicaid. It covered most people below the federal poverty level (FPL), as well as
many seniors, persons with disabilities, and foster children. It also covered pregnant women
and children under age six with income up to 133 percent of the FPL.

An 1994, OHP N\ This “Basic” benefit package applied to nearly all members, with

extended a Basic exceptions such as persons eligible for Medicare or those with
Health Care exceptionally high medical expenses but with income over the
benefit package poverty level (the Medically Needy Program). It was a way of

to approximately
100,000 newly
eligible persons,

offering Medicaid benefits to more Oregonians.

In January 1995, the state added some previously exempted groups

aig oi(:dzltslg?o%)o and began integrating mental health and chemical dependency
Oregonians who services into the OHP Basic Health Care Package. By July 1997,
previously qualified all OHP clients were made eligible for expanded mental health
for Medicaid.

N % benefits.
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Children’s Health Insurance Program

In 1997, Congress created the Children’s Health Insurance Program (CHIP) to increase
funding to states for coverage of low-income children. OMAP administers Oregon’s CHIP.
With this increased state and federal funding, the Basic benefit package was extended to
pregnant women with income up to 170 percent FPL on March 1, 1998. CHIP extended
OHP Medicaid benefits to uninsured children to age 19 up to 170 percent FPL beginning
July 1, 1998.

OHP Plus and Standard Benefit Packages

To help control costs, and help reduce the number of low-income, uninsured Oregonians,
the 2001 Oregon Legislature passed HB 2519. This bill directed Oregon to seek a new
Medicaid waiver from the federal government to change the benefit package for some OHP
recipients, and use the savings to pay for an expansion of OHP eligibility up to 185 percent
FPL.

These changes introduced client copayments for most adults, and replaced the Basic benefit
package with two newly defined packages—OHP Plus and OHP Standard.

The Basic benefit package was renamed OHP Plus. OHP Standard was a new benefit
package whose clients would receive a reduced set of benefits, pay premiums for OHP
coverage, and higher copayments.

The Centers for Medicare and Medicaid Services (CMS—formerly HCFA) granted Oregon
another five-year waiver on October 15, 2002.

Medicaid Reform

The Oregon Health Plan changed Medicaid policy in four major ways:

s Eligibility—who can receive benefits

¢ Benefits—what is covered

s Service delivery—how clients receive their benefits

s Payment—how providers are reimbursed

Eligibility

OHP greatly simplifies the eligibility test and process for those not on public assistance.
Eligibility is based primarily on income, which is averaged over a three-month period.
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