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HAWAH HEALTH CONNECTOR
INTERIM BOARD OF DIRECTORS
REPORT TO THE 2012 LEGISLATURE

PART I. INTRODUCTION

Act 205, Session Laws of Hawaii 2011 ("Act 205"), statutorily created the Hawaii health
insurance exchange in order to comply with the requirements of the federal Patient Protection
and Affordable Care Act of 2010, Act 205 also established an interim board of directors for the
health insurance exchange and directed the Interim Board to begin the work of developing and
implementing the health insurance exchange. The Interim Board was also tasked with preparing
a report to the Legislature for the 2012 Regular Session that contains its recommendations for
implementing the Hawaii health insurance exchange and any proposed legislation to facilitate the
implementation of the exchange. The Interim Board met throughout the summer and fall of 2011
to develop an operations plan for the nascent health insurance exchange and to prepare an
application for a federal grant from the United States Department of Health and Human Services
for moneys to fund start-up costs for the exchange.

This report, prepared for the Interim Board by the Legislative Reference Bureau pursuant
to Act 205, is intended to respond to the Legislature's request for recommendations and proposed
legislation related to the Hawaii health insurance exchange.’

PART II. BACKGROUND

A, Patient Protection and Affordable Care Act of 2010 and
Health Insurance Exchanges

Hawaii's decision to develop a health insurance exchange comes in response to the
Patient Protection and Affordable Care Act ("Federal Act") passed by Congress and signed into
law in 2010 Among the various health care reforms found in the Federal Act are the
requirement to maintain minimum essential health insurance coverage and the establishment of
state heaith insurance exchanges. The Federal Act requires individuals to maintain minimum
essential health insurance coverage through eligible employer coverage, individual coverage,
grandfathered plans, or an applicable public program such as Medicaid or Medicare.® The
Federal Act requires state-based health insurance exchanges to be established and begin
operating by 2014 as a means for individuals and small employer groups to shop for and
purchase affordable health insurance in order to meet these require:ments.4 These health

1.  Act 2035, Session Laws of Hawaii 2011, at §4(e).

Patient Protection and Affordable Care Act of 2010, Pub. L. No. 111-148, available at
http:/fwww.gpo.gov/fdsys/pke/PLAW-111publ148/pdf/PLAW-111publ148.pdf . The Federal Act was later
amended by the Health Care and Education Reconciliation Act of 2010, Pub, L. No. 111-152, available at
http:/fwww.gpo.gov/fdsys/pkg/PLAW-111publ152/pdf/PLAW-111publ152.pdf .

See generally Patient Protection and Affordable Care Act, Subtitle F, Part I,

4. See generally Patient Protection and Affordable Care Act, Subtitle D, Part 1.
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insurance exchanges are intended to be online marketplaces where persons may compare
qualified insurance plans and choose to purchase health insurance products that meet their needs.
To offset the cost of purchasing insurance, the Federal Act provides for low income persons and
families above the qualifying level for Medicaid and up to four hundred percent of the federal
poverty level to receive federal subsidies if they purchase a qualified health insurance plan
through a health insurance exchange. The Federal Act gives states the option to establish their
own state insurance exchanges or merge with other states' exchanges to create regional
exchanges. If a state chooses not to create an insurance exchange, the federal government will
establish an exchange in the state. It is in response to these provisions of the Federal Act that a
health insurance exchange was created in Hawaii.

B. Act 205, Session Laws of Hawaii 2011

Act 205 Session Laws of Hawaii 2011, establishes Hawaii's health insurance exchange,
known as the Hawaii Health Connector ("Connector"). (See Appendix A for the complete text of
Act 205.) The Connector was established to create and administer a health insurance exchange
in Hawaii that is compliant with the Federal Act. The Legislature specifically noted that
Hawaii's population has benefitted from the Hawaii Prepaid Health Care Act and that the unique
features of Hawaii's health insurance system necessitate the development of a health insurance
exchange at the local level rather the federal level.?

Act 205 establishes the Connector as an independent nonprofit corporation and tasks the
Connector with facilitating the purchase and sale of qualified health benefit plans, connecting
consumers to the information necessary to make informed health insurance choices, and
providing Internet-based portals for consumers to make health insurance purchases
electronically. The Connector will be governed by a fifteen-member board of directors
("Board") who will be appointed by the Governor with the advice and consent of the Senate.
The Board will represent diverse interests including consumers, employers, insurers, and dental
benefits providers. To begin the planning and implementation of the Connector until a
permanent board is appointed in 2012, Act 205 provides for the appointment of an Interim Board
("Interim Board"), also representing a wide variety of stakeholder interests.® In addition, Act 205
provides for the inclusion of the Director of Commerce and Consumer Affairs, Director of Labor
and Industrial Relations, Director of Human Services, and the Director of Health, or the
directors' designees, as members of the Board and Interim Board.”

The members of the Interim Board are:®

See §2 of Act 205, Session Laws of Hawaii 2011.

Id. at §4(a).

7. Id See also §435H-4(b), Hawaii Revised Statutes, which provides for the directors or their designees to be ex-
officio voting members of the permanent Board.

8. The Interim Board continued the planning work that was begun by the health exchange task force that was

established in the Hawaii Department of Commerce and Consumer Affairs pursuant to the Catalog of Federal

Domestic Assistance number 93.525. To preserve the continuity of the task force's preliminary planning work,

many of the members of the task force were appointed to the Interim Board.
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Sherry Menor-Mc¢Namara, Chair’ (Vice-President of Business Advocacy & Government
Affairs, Chamber of Commerce of Hawaii);

Robert Hirokawa, Vice-Chair (Chief Information Officer, Hawaii Primary Care
Association);

Cliff Alakai, Treasurer (Administrator, Maui Medical Group);
Joan Danieley

(Vice-President, Health Plan Service and Administration, Kaiser Foundation
Health Plan, Inc.);

Jennifer Diesman (Vice-President, Government Relations, Hawaii Medical Services
Association);

Kenneth Fink, MD (Director, Med-QUEST Division, Hawaii Department of Human
Services);

Beth Giesting (Health Care Transformation Coordinator, Hawaii Office of the Governor);
Michael Gleason (President and Chief Executive Officer, The Arc of Hilo);

Gordon Ito (Insurance Commissioner, Hawaii Insurance Division);

John McComas (Chief Executive Officer, AlohaCare);

Mary Oneha (Chief Operating Officer, Waianae Coast Comprehensive Health Center);
Gwen Rulona (Director of Education and Legislation, UFCW Local 480);

Christine Sakuda (Executive Director, Hawaii Health Information Exchange); and

Johnrae F. Christian (Disability Compensation Division Programs Chief for PrePaid
Health Care Act and Temporary Disability Insurance)."?

C. Preliminary Work of the Health Insurance Exchange Task Force

In October 2010, in preparation for implementing the health insurance exchange
provisions of the Federal Act, the Insurance Commissioner established a health insurance
exchange task force ("Task Force™) composed of twenty-five stakeholders. Representation
included large and small health insurers, legislators, the hospital trade association, the primary
care provider trade association, hospitals, American Association of Retired Persons, Chamber of
Commerce Hawaii, the Insurance Commissioner, Department of Health, Med-QUEST Division

9. Coral Andrews (Vice-President, Healthcare Association of Hawaii), was originally elected as chair of the
Interim Board and served through October 2011, She later resigned from this position in November 2011 and
was later hired by the Board to be the Executive Director of the Connector beginning December 1, 2011.
Sherry Menor-McNamara and Robert Hirokawa were elected to be the new chair and vice-chair, respectively,
on December 12, 2011.

10. Johnrae Christian has since resigned from the Interim Board. No appointment has been made to fill the
vacancy. In the interim, Edward Wang has attended Interim Board meetings as a representative of the Hawaii
Department of Labor and Industrial Relations.



of the Department of Human Services, Department of Labor and Industrial Relations, and the
Hawaii Employer-Union Health Benefits Trust Fund. The Task Force met monthly to discuss
exchange planning issues. In addition, the Task Force formed several work groups, composed of
Task Force members and community stakeholders, to plan specific details of creating and
implementing the Connector. These work groups met throughout the spring and summer of 2011
and made significant strides toward planning the Connector and creating a course of action for
the Interim Board to continue, following its appointment.

The Task Force work groups were:

Non-profit/Legal Issues: Responsible for the creation of the independent nonprofit entity
known as the Connector, drafting governing documents, and researching various policy
issues and organizational questions;

Information Technology/Data Collection: Responsible for planning, researching, and
reporting on the information technology requirements for the Connector to operate,
including a review of all data and reporting requirements;

Finance/Subsidy: Responsible for examining potential funding mechanisms for financing
the Connector, researching how subsidies would be incorporated into the Connector, and
reviewing how existing state-based subsidies will be integrated into the Connector
structure; and

Exchange Operations: Responsible for developing recommendations on how the
Connector may operate in compliance with federal guidelines.

These work groups have continued their work after the Interim Board was appointed, meeting on
an as-needed basis to address specific issues. As the development of the Connector advances,
the Interim Board expects to create additional workgroups as the need arises.

D. Organizational Foundations

After the Interim Board was appointed in August 2011, it adopted several organizational
documents to guide its work. The first of these was a mission and vision statement for the
Connector that expresses its goals for Hawaii:

Mission: To create a health insurance exchange that conforms to the requirements of
the Patient Protection and Affordable Care Act, is responsive to the unigue
needs and circumstances of Hawaii, and reduces the number of uninsured by
providing a transparent marketplace, conducting consumer education, and
assisting individuals in gaining access to assistance programs, premium
assistance tax credits, and cost-share reductions.

Vision:  To help the people of Hawaii live happier and healthier lives by making
quality health insurance accessible to all, making the acquisition of health



insurance affordable and simpler, and improving the integration between
public and private health plans.

The Interim Board also drafted and adopted articles of incorporation and bylaws to govern its
© ongoing operations. Finally, recognizing that the implementation of the Connector will require,
among numerous other purchases, the hiring of multiple contractors for various technical and
professional consulting services, the Interim Board adopted a detailed procurement policy.

E. Federal Establishment Grant

On September 30, 2011, the Interim Board submitted an application to the U.S.
Department of Health and Human Services for a Level I Establishment Grant to fund the start-up
and implementation of the Connector. On November 29, 2011, the Department awarded a $14.4
million grant to the Connector for this purpose. The bulk of these moneys are expected to be
used for the design and construction of the necessary information technology systems that will
form the backbone of the Connector. In addition, moneys from this grant will be used to hire and
train Connector staff, hire consultants to provide professional and technical services, purchase IT
hardware and other necessary equipment, and fund other various costs related to Connector start-

up.



PART III. OPERATIONAL FEATURES OF THE
HAWAII HEALTH CONNECTOR

It is important to note that although the Interim Board has developed a foundational
vision for implementing and operating the Connector, much of the Interim Board's efforts in
recent months have been focused on determining basic operational and policy elements of the
Connector in order to meet deadlines for applying for federal grants to fund the establishment of
the Connector. The Interim Board recognized that failure to secure federal funding would
severely delay the implementation of the Connector. Therefore, many of the finer points of
Connector operations remain to be developed, but are expected to be thoroughly addressed in the
coming months. In addition, some established details of Connector operations may evolve as
additional guidance is received from the U.S. Department of Health and Human Services. For
example, the Interim Board developed much of its strategy for Hawaii's health insurance
exchange based upon provisions in the proposed federal regulations; however, the final
regulations are not expected to be approved until June 2012 at the completion of the federal
rulemaking process. If significant changes to the proposed regulations are made, the Interim
Board will need to make conforming changes to its own policies for operating the Connector.
The Legislature can expect to be updated on any such changes to the Connector’s plan of
operations in the Board’s annual reports to the Legislature.

A, Governance and Staffing

As discussed earlier, the Connector will be an independent nonprofit entity, governed by
an appointed Board of Directors that includes representatives of several stakeholder government
agencies. The Connector will also seek considerable input from the Hawaii Insurance Division,
as insurance products offered through the Connector will continue to be regulated by the
Insurance Division pursuant to existing state laws and administrative rules. The Insurance
Commissioner and the Connector will c}ualify insurance products that may be offered through the
Connector pursuant to the Federal Act. !

The Connector Board will draw upon volunteers who represent a diversity of experience
in consumer health advocacy, health insurance policy, medical service delivery, small business
ownership, community outreach, financial services, and government sponsored programs. In the
interest of preserving the independence of its members and the impartiality of its decisions, the
Interim Board has adopted a conflict of interest policy for the Connector that prevents a Board
member from voting on any matter if the vote "directly and substantially affects:

(D A business or other undertaking in which he has a substantial financial interest;

(2) A private undertaking in which he is employed;

(3) A private undertaking in which he is engaged as legal counsel, advisor,
consultant, representative, or agency capacity; or

11. See Patient Protection and Affordable Care Act §§1301, 1311. See also 45 C.F.R. §§1000, 1050 {(proposed);
and §435H-6, Hawaii Revised Statutes.



4) A competitor of the entities listed in items 1 - 3 above."

From among its members, the Board elected a chair and vice-chair to direct the
Connector. The Interim Board also elected a member to serve as its Treasurer and provide
oversight of and guidance on the financial affairs of the Connector. The Interim Board recently
hired an Executive Director, Coral Andrews, who will be responsible for overseeing day-to-day
operations of the Connector and will be accountable to the Board. The Executive Director is
expected to take an active role in filling other administrative positions within the Connector and
will also oversee much of the work of contractors who will be hired to develop the early phases
of the Connector. The Connector envisions employing the services of various other
professionals, support staff, and technical and legal consultants over the coming year. (See the
Interim Board's response to legislative inquiry (9) in Part V of this Report for a complete
description of the Interim Board's proposed staffing plan.)

B. Access and Scope

As allowed under the Federal Act and required by Act 205, the Connector shall include
all qualified health plans and qualified dental plans that apply to be offered for sale through the
Connector.'> The Insurance Commissioner shall determine whether prospective plans meet the
federal qualifications and certify those plans for inclusion in the Connector.”®* The Connector
itself shall be divided into two programs each with a separate risk pool: an individual market
and a small group market. The individual market will be accessible to individuals who wish to
purchase qualifying health insurance for themselves and their dependants. The small group
market (referred to in the Federal Act as the "Small Business Health Options Program" or
"SHOP") will provide access for qualifying employers who wish to purchase qualifying health
insurance for their employees. Initially, small employers with up to fifty full-time employees
will be eligible to purchase health insurance through the small group market. By January 16,
2016, the Connector expects to expand eligibility for the small group market to include small
~employers with up to one hundred full-time employees.™*

C. Connector Information Systems and User Interface

Much of the success of the Connector's operation will depend on the effectiveness of its
information technology systems. In addition to the web-based interface between the Connector
and participating insurers, the system will need a linkage to a federal hub for the purposes of
verifying users' eligibility for public insurance programs and available subsidies.”* To reduce the
need for staff, there will be a heavy reliance on the information system to handle many of the
procedures necessary in the Connector. (See Appendix B for a flowchart of proposed Connector

12. 45 C.F.R. §§155.1000, 156.200 (proposed); §435H-6, Hawaii Revised Statutes.

13. Id

14. See 45 C.F.R. §155.20 (proposed).

15. The Connector website will interface with and exchange information with databases run by the U.S. Internal
Revenue Service, Social Security Administration, Department of Health and Human Services, and the Treasury
Department to, among other things, determine users' subsidy eligibility and facilitate payment of advanced
payment premium credits.



operations.)16 Indeed, much of the Connector's Level I Establishment Grant application focused
~on describing the planned IT architecture and building a robust information system to reliably
handle the automated transactions that wiil take place. To ensure the successful development of
this system and its seamless integration with planned upgrades to other state agency's IT systems,
Hawalii's Chief Information Officer and the Office of Healthcare Transformation have committed
to working with the Connector and its selected IT contractors in developing the Connector's
information systems.

The Interim Board envisions the Connector website as providing an interface that enables
consumers to compare insurance products and make informed decisions.!”” Each market of the
Connector will be accessible through a different area of the Connector website, i.e, two separate
links that direct users to either the individual market or the small group market portal. The
Connector website will be in English, and language access issues will be addressed according to
state and federal law.

It is expected that the Connector website will provide users with a comprehensive and
easy shopping experience. First and foremost, the website will be designed to provide a “no
wrong door” approach where each applicant is assessed for eligibility for multiple programs and
referred to those programs for which the user qualifies, public or private. The Connector website
will feature a single streamlined aéjplication that will, among other things, provide the users with
a seamless experience regarding:l

(1) Verification of eligibility for Medicaid;

(2) Verification of eligibility for the Basic Health program (if implemented in
Hawaii);

(3) Verification of eligibility for premium assistance subsidies to purchase a qualified
health plan;

(4)  Calculation of premium assistance subsidy amount;

(5)  Comparison of cost, coverage, and quality of qualified health plans; and

(6)  Determination of whether a user's physician or provider participates in a qualified
health plan's provider network.

The Connector will provide additional features to ensure a positive experience for users
of the website, including tools to filter and facilitate selection of a qualified health plan. Online
customer service will be available through the site to handle users' questions or complaints. The
Connector will also maintain a toll-free hotline to assist users. Because the Connector website

16. The flowchart of proposed operations was developed by the Operations Workgroup, chaired by Joan Danicley.

17. The Connector also plans to develop a method by which persons who do not have internet access may purchase
qualified health plans through the Connector.

18. See Patient Protection and Affordable Care Act §1311 and 45 C.F.R. §155.205 (proposed) for 2 complete listing
of the requirements for a health insurance exchange website.



will link through to the various qualified health plans that a user may select, the Board will adopt
rules to govern the features and inclusions of qualified health plan websites for insurers that
participate in the Connector. The Connector website will also be ADA-compliant and provide
meaningful access to persons with limited English proficiency. Finally, the Connector will track
website usage patterns so that it may continue to refine and improve users' experiences over
time.

&

D. Operational Issues: Individual Market vs. Small Group Market

Individual Market. For participants in the individual market, the Interim Board plans
for users' eligibility decisions to be made through the Connector website. However, the
Connector website is expected to display links that take the user to the website of the qualified
health plan that the user selects. Once a user chooses a qualified health plan, the user will have
the option to either enroll and purchase the plan at the health plan website directly from the
participating insurer or purchase the plan through the Connector's website. The Connector will
allow an enrolled user's insurance premiums to either flow through the Connector or be paid
directly to the insurer through the qualified health plan’s website. Note, however, that the Board
may make changes to this planned operational feature once work has begun on the IT
infrastructure of the Connector and more is known about the technological challenges of creating
the system.

Small Group Market. Eligibility determinations will also be made through the
Connector website for small employers using the small group component of the Connector. In
contrast to the individual market operations, however, small employers will enroll and pay
insurance premiums through the Connector website instead of paying premiums directly through
the qualified health plan website.

Insurer Participation in Both Markets. The Interim Board recommends that insurers
that offer qualified health plans through the small group market of the Connector should also be
required to offer qualified health plans through the individual market of the Comnector. The
Interim Board believes that this requirement will support the goals of the Federal Act by
increasing the overall health insurance choices available to all consumers, individual and small
business alike. In addition, the Interim Board believes that requiring participation in both
markets of the Connector under these circumstances will prevent possible market distortion that
may occur if insurers selectively participate in parts of the Connector that they perceive to offer
lower risk. The Interim Board acknowledges that this requirement may raise solvency concerns
among some niche insurers currently in Hawaii's market. Therefore, the Interim Board
recommends that the Insurance Commissioner be empowered to grant waivers from this
requirement to insurers who demonstrate that compliance with this requirement will increase
their risk of insolvency or other financial hardship. (See Comment 1 and proposed statutory
amendments in Part VI of this Report.)



E. Funding

The Connector is required by the Federal Act to be self-funding beginning January 1,
2015. To support its ongoing operations, the Connector is authorized to charge assessments or
user fees to participating insurers.”” The Connector may also receive grants, fees, and other
contributions from public and private sources, including appropriations from the State.”® The
Connector anticipates that it will support its ongoing operation through the use of fees and
assessments as permitted by the Federal Act; however, the Connector has yet to determine the
amounts and types of fees that it will implement. The Interim Board plans to analyze a variety of
funding strategies over the coming year to ensure the self-sufficiency of the Connector, and it
anticipates making more concrete funding decisions as progress is made toward implementing
the Connector and the budgetary needs of the Connector are more fully developed. In the
interim, however, start-up and implementation of the Connector will be funded through the Level
I Exchange Establishment Grant recently awarded (see earlier discussion in Part II of this
Report). The Interim Board also anticipates applying for any additional federal grant moneys
that are made available to the states for establishing health insurance exchanges.

F. Role of Medicaid

The Interim Board intends for the Connector to integrate closely with Medicaid to fulfill
the Connector's commitment to the "no wrong door" experience for Connector users. The
Department of Human Services, Med-QUEST Division, and the Board will work in consultation
to ensure that the eligibility functions of the Connector and Medicaid work in collaboration. As
currently planned, the Med-QUEST Division's eligibility system will interface with the
Connector and be responsible for making Medicaid eligibility determinations and managing
enroliment of Medicaid eligible individuals into a contracted health plan. The Board will also
work with the Department of Human Services and the Med-QUEST Division to ensure that
transitions of persons between Medicaid plans and private qualified health plans purchased
through the Connector are handled smoothly and in a manner that provides continuity of
coverage and care for those persons. The Interim Board envisions that over time there will be a
seamless integration between the IT systems of the Connector and planned upgrades to the
State’'s Medicaid eligibility system that will provide an efficient and effective experience for
insurance applicants.

G. Navigator Program and the Role of Insurance Producers

The Interim Board views public outreach and education as an important component of the
Connector that will encourage enroliment and help achieve the goal of expanded insurance
coverage for persons in Hawaii. Accordingly, the Connector will establish a Navigator program
that meets the requirements of the Federal Act®' The Interim Board envisions the Navigator
program as creating relationships in the community and establishing an outreach network among

19. Patient Protection and Affordable Care Act §1311(d)}5)(A). See alsc 45 CF.R. §155.160 (proposed).
20. §435H-3, Hawaii Revised Statutes.
21. Patient Protection and Affordable Care Act §1311(i) and 45 C.F.R. §155.210 (proposed).
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likely users of the Connector, such as small employers, self-employed individuals, and uninsured
or under-insured individuals. Navigators will conduct public education activities about the
Connector's services, distribute fair and impartial information about qualified health plans, and
facilitate enrollment in qualified health plans. To avoid conflicts of interest, the Interim Board
recommends that eligibility to be a navigator be restricted to nonprofit organizations in Hawaii.
(See Comment 2 and proposed statutory amendments in Part VI of this Report.)

With specific regard to insurance producers in Hawaii, the Interim Board takes the view
that they should not act as Navigators because of their direct conflict of interest in the sale of
insurance products. (See Comment 2 and proposed statutory amendments in Part VI of this
Report.) Despite this recommendation, the Interim Board recognizes the role that insurance
producers play in Hawaiji with regard to selling insurance products to small business owners.

- Accordingly, the Interim Board does not believe that insurance producers should be prohibited
from selling insurance products that are available through the Connector.

At this time, there is no funding, federal or state, that is allocated for the Navigator
program. Funding for the Navigator program may come from grants from the operational funds
of the Connector; however, federal funds that are received by the State or the Connector to
~establish the Connector may not be used.”® The Interim Board expects that it will address this
issue over the coming year as its discussion of the Connector's budgetary needs and available
funding sources evolve.

H. Preserving the Hawaii Prepaid Health Care Act®

The Interim Board intends that the small group market of the Connector will coexist with
the requirements of and not adversely affect the Hawaii Prepaid Health Care Act ("PPHCA™").
The Legislature was careful to ensure that the Connector requirements would not diminish the
rights or consumer protections provided by Chapter 393, Hawaii Revised Statues, and the Board
will work to preserve the PPHCA and create a framework where the two may work in tandem
when possible.* The Interim Board has expressed to the U.S. Department of Health and Human
Services the importance of PPHCA in Hawaii and the great strides that this law has made toward
increasing the number of insured persons in the State. The Department of Health and Human
Services has responded with an opinion that the health insurance exchange program under the
Federal Act may co-exist with PPHCA because the PPHCA is an employer mandate and not an
insurer mandate. At this time, the Interim Board continues to craft its policies relating to
required health plan benefits in the small business market of the Connector in relation to the
mandated benefits under the PPHCA. Further, as work on the Connector proceeds, the Interim
Board intends to seek waivers from the Department of Health and Human Services from
requirements of the Federal Act when it believes that a waiver may be necessary to preserve the
protections provided to Hawaii's insured persons under PPHCA.

22. Patient Protection and Affordable Care Act §1311(1).

23. See Chapter 393, Hawaii Revised Statutes.

24. See §435H-9, Hawaii Revised Statutes, ("Nothing in this chapter shall in any manner diminish or limit the
consumer protections contained in or alter the provisions of chapter 393.")

11



I. Data Collection

There will be numerous data collection and feedback mechanisms necessary between the
Connector and participating health plans, the Department of Human Services, Med-QUEST
Division, and the Insurance Division. The Interim Board expects that the Connector will have
the responsibility for aggregating certain kinds of data originating from these various sources.
Anticipating this need, the Interim Board plans to work collaboratively within existing data
collection projects in Hawaii, including the Hawaii Health Information Exchange.

J. Essential Benefits Requirements

The Federal Act directs the U.S. Department of Health and Human Services to define
essential benefits that will be included in qualified health plans offered through each state's
health insurance exchange.”> The cssential benefits package must cover the following general
categories of services:

¢ Ambulatory patient services;
s Emergency services;

e Hospitalization;

e Maternity and newborn care;

s Mental health and substance abuse disorder services, including behavioral health
treatment;

e Prescription drugs;

¢ Rehabilitative and habilitative services and devices;

e Laboratory services;

e Preventative and wellness services and chronic disease management; and

¢ Pediatric services, including oral and vision care. S

The Federal Act further requires the Department of Health and Human Services to determine the
scope of the essential health benefits to be provided and requires them to be equal to the scope of
benefits under a typical employer-based plan.*’

On December 16, 2011, the U.S. Department of Health and Human Services released a
bulletin outlining its proposed approach for rulemaking to define essential benefits and

25. Patient Protection and Affordable Care Act §1302(b).
26. Id. at §1302(b)(1).
27. Id. at §1302(b)(2).
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requesting comments from the states.”® The Department would allow states to select an existing
health plan to set the benchmark for items and services to be included in the essential benefits
package. Under the Department's proposed approach, states would be able to choose one of the
following health insurance plans as a benchmark:

¢ One of the three largest small group plans in the state;
e One of the three largest state employee health plans;
s One of the three largest federal employee health plan options; or

e The largest HMO plan offered in the state's commercial market.”

Each state would have the flexibility to select a plan that represents the typical employer-based
plan in that state. The benefits and services included in the health insurance plan selected by the
state would be that state's essential health benefits package for qualified health plans sold
through its health insurance exchange. States will also have the flexibility require benefits in
addition to the essential benefits package; however, the Federal Act requires that states defray
the cost of any additional essential benefits that they mandate.*°

Given the recent nature of the U.S. Department of Health and Human Services'
announcement concerning the essential benefits package, Interim Board has not had an
opportunity at this point in time to discuss a benchmark plan for Hawaii's essential benefits
package or the addition of extra mandated benefits in Hawaii. The Interim Board expects to
submit comments to the Department in response to its proposed approach and consider the issue
of essential benefits over the coming year.

28. See Essential Health Benefits Bulletin, Center for Consumer Information and Insurance Oversight, Dec, 16,
2011, available at hitp://cciio.cms.gov/resources/files/Files2/12162011/essential_health benefits bulletin.pdf.
See also hitp://www.hhs.govimews/press/201 1pres/12/20111216b.html.

29, Id

30. Patient Protection and Affordable Care Act §1311{d)(3)(B).
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PART IV. DEVELOPMENT TIMELINE

Over the course of its discussion, the Interim Board has developed a preliminary timeline
for implementing the Hawaii Health Connector. The dates and events presented here represent
the major milestones in the technological, business, and policy development of the Connector.

Key Dates

4™ Qtr. 2011

September 30, 2011 - Establishment grant submitted to U.S. Department of Health and
Human Services,

November 30, 2011 - $14.4 Level I Establishment Grant awarded to Connector.

Other Activities

[ ]

Select IT vendor to create IT architecture for Connector.
Contract with attorney or CPA firm to help obtain tax exempt status ruling from IRS.
Contract with attorney to research and develop possible request for waiver to U.S.
Department of Health and Human. Services on matters relating to the Hawaii Prepaid
Health Care Act.

1% Qtr. 2012
Hire key Connector staff.

Finalize IT system requirements in light of all business operations requirements.

Select information systems vendor to handle information systems implementation and
begin systems development.

Coordinate with Medicaid program on IT project and how Medicaid will interface
with the Connector IT architecture.

Draft IT request for proposals (RFP) and solicit bids from IT vendors to handle IT
implementation.

Develop internal contro! procedures for maintaining financial and management
control.

Initiate acquisition of office space and equipment.
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Key Dates

Connector legislation introduced and monitored during 2012 Regular Session.

2™ Qtr. 2012

February 1, 2012 - Nominations for Connector Board of Directors submitted to Senate

for confirmation.

31

June 2012 - Federal health insurance exchange regulations expected to be finalized by
U.S. Department of Health and Human Services.

June 30, 2012 - Application for Level II Establishment grant funding from U.S.
Department of Health and Human Services submitted.

July 1, 2012 - Terms for permanent Connector Board members begin. >

Other Activities

Statewide stakeholder meetings to solicit public input on the exchange.
Adopt guidelines for linking the health plan websites to the Connector website.

Finalize standards for certification of a health plan into the Connector, including a
timeline for application submission, evaluation, and selection.

Solicitation of participating health plans.
Finalize memoranda of understanding with sister agencies to facilitate work needed
for the integration of the exchange with their information systems.

3" Qtr 2012
Develop procedures for appeals functions; determine staffing needs for appeals;
establish a process for reviewing consumer complaint information; establish process
for referrals to conswumer assistance programs.
Prepare certification documents for submission to U.S. Department of Health and

Human Services to review the Connector and receive certification or provisional
certification.

31. §435H-4, Hawaii Revised Statutes.

32. Id
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Determine organizations in the State that qualify to function as Navigators. |

4" Qtr. 2012

Submit required documentation to U.S. Department of Health and Human Services to
receive certification for the Connector.

Solicit applications for the certification of qualified health plans to be sold through
the Connector.

Finalize outreach and education plan, including performance metrics and evaluations
plan.

Purchase computer hardware for [T system.

Develop amendatory iegiélation for the enabling statute, as needed, including detail
on the funding mechanism.

Assess adequacy of accounting and financial reporting systems. Conduct a third
party objective review of all systems of internal control. Demonstrate capability to

manage the finances of the Connector soundly, including the ability to publish all
expenses, receivables, and expenditures conststent with Federal requirements.

1% Qtr. 2013
Federal decision on certification of Connector plan.

Collect submissions from the qualified health plan solicitation and begin evaluating
proposals. '

Finalize procedures for eligibility and enrollment procedures for manual operation
and information systems operation.

2" Qtr 2013

Launch outreach and education strategy and refine message based upon response and
feedback from consumers.

Begin hiring of the remainder of Connector staff.
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o Complete final development of baseline system, including software, hardware,
interfaces, code reviews, and unit-level testing.

¢ Develop training materials for Navigators.

3" Qtr 2013

o Complete the certification of qualified health plans. Complete any negotiations and
execute contracts to health plan issuers who applied for qualified health plan issuer
status. Issue an announcement to the public on the selection of qualified health plans.
Conduct plan readiness reviews/activities.

e Complete systems development and finalize testing of IT system.

e Develop call center customer service representative protocols. Develop protocols for
accommodating the hearing impaired and those with other disabilities and foreign
language and translation services.

¢ Determine Navigator grantee organizations and award contracts or grants funded
from the operational funds of the exchange. Train Navigators.

4™ Qtr 2013
Key Dates
October 1, 2013 - Initial open enrollment period for Connector begins.
Other Activities

e Begin receiving and adjudicating eligibility determinations.

e Collaborate on testing of Connector and other applicable state health subsidy
programs systems. Coordinate launch of Exchange open enroliment.

e Begin enrollment into qualified health plans.
e Launch call center functionality and publicize 1-800 number. Prominently post
information on the Connector website relating to contacting the call center for

assistance.

» Begin operations of Navigators.
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e Complete user testing, including full end-to-end integration testing with other
components. Complete pre-operational readiness review to validate readiness of all
system components. Complete testing of security control validations. Prepare and
deploy all system complements to production environment. Obtain security
accreditation.

1% Qtr 2014

Key Dates

January 1, 2014 - Connector operations begin.

2™ Qtr 2014

¢ Demonstrate capability for the Connector and the Insurance Commissioner to monitor
the practices and conduct, as well as the pricing and benefits of health insurers
offering products in the Connector with regard to their products inside and outside the
Connector.

3" Qtr 2014

Implement financial assessment pursuant to statute.

4™ Qtr 2014

Post information related to Connector financial management on its website and identify
other means to make financial activities associated with the management of the
Connector transparent. Submit the required accounting report to U.S. Department of
Health and Human Services.

Continually update quality rating information on the Connector website and update information
for call center representatives, so they have the most up to date information on qualified health
plans.
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PART V. RESPONSES TO LEGISLATIVE INQUIRIES

Section 4(b) Act 205, Session Laws of Hawaii 2011, which creates the Hawaii Health
Connector, directs the Interim Board to make recommendations to the Legislature on specific
operational issues that are expected to be encountered as the Connector is implemented.
Accordingly, the Interim Board offers the following responses and recommendations to the
Legislature's inquiries {(excerpted language from Act 205 appears in italics):

...The interim board shall make recommendations to the legisiature for:

(1) A sustainable, fee-based financing mechanism that may incorporate private and
public funding for initial start-up costs, but that shall achieve financial self sustainability by
January 1, 2015, as required by federal law.

The Federal Act requires each state's exchange to be self-funding by 2015. The Interim
Board recognizes that it has several funding mechanisms available to it, as allowed by both the
Federal Act and Act 205, including grants and user fees. However, given that the Hawaii Health
Connector is still in its start-up phase, it is not yet clear what the specific ongoing operational
expenses will be of the Connector. Currently, the Connector's start-up costs are being financed
by federal grants that are designated for the specific purpose of assisting states with starting their
own health exchanges. The Interim Board will have a better understanding of what its ongoing
budgetary needs will be once it is fully staffed and has begun building the information
technology system necessary to support the Connector. Accordingly, the Interim Board expects
to create a more thorough funding plan over the coming year.

(2) Measures to ensure transparency of the Hawaii health connector’s finances and for
public disclosure of funding sources and expenditures.

The Connector will be audited annually, as required by Act 205, and in addition to
submitting its annual andit report to the Legislature, the Connector will make the audit report
available to the public on its website. The Connector will also publish online an accounting of
its administrative costs, including funds lost to waste, fraud, and abuse.

The Interim Board plans to hire a Chief Financial Officer who will oversee staff
accountants in the day-to-day financial management of the exchange. In addition, the bylaws of
the Connector authorize the creation of an Audit Committee to oversee the Connector's financial
affairs. 'The Interim Board has designated a Board member (Cliff Alakai) to serve as the
Connector's Treasurer. The Treasurer will have direct oversight over the financial aspects of the
Connector and will conduct periodic examinations of the Connector finances to ensure that there
is no fraud, waste, or abuse.

(3) Procedures for the application for inclusion by insurers in the Hawaii health
connector; provided that all applicant qualified plans and qualified dental plans as defined in
[435H] -1, Hawaii Revised Statutes, that are qualified according to the requirements of federal
law and regulations and national quality measures shall be included.
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The Insurance Division of the Department of Commerce and Consumer Affairs will be
responsible for developing criteria and qualifying insurers and insurance products for inclusion
in the Connector, in accordance with federal law. The Insurance Division will be working with
the Connector to develop criteria and procedures for qualifying insurers that are effective in
achieving the goals of a health exchange and compliant with the Federal Act and federal
regulations. Once this process is fully developed, the Insurance Commissioner is expected to
make recommendations for codifying qualification criteria and procedures, particularly any that
may supplement the federal requirements, in state law.

(4) A phased process of including qualified plans and qualified dental plans, which may
include initially prioritizing qualified plans that target individuals and small businesses over
large group plans.

The Interim Board believes that both risk pools within the Connector, individual and
small group, are equally vital to achieving the Connector's goal of increasing the number of
persons in Hawaii who are covered by health insurance and thus intends to place an equal
priority on offering qualified plans to the individual market and to the small group market. With
specific regard to the small group component of the Connector, the Interim Board has agreed
that, in accordance with the Federal Act, in the early stages of the Connector, the small group
component of the Connector will be limited to employers with up to fifty employees. The small
group size will increase to up to one hundred employees by the federal deadline of January 1,
2016.

(5) Policies and procedures to ensure continuity of care for consumers transitioning
between carriers, including between publicly funded coverage and private qualified plans and
qualified dental plans...;

The Connector website will be designed to determine levels of eligibility for all users and
direct them toward appropriate insurance choices, including pubiicly funded coverage. Because
of this "no wrong door" model, there is expected to be some transition between publicly funded
coverage and private plans, The Interim Board is committed to developing a strategy to ease
these transitions, as well as those among private insurance providers. The Board expects to
continue to refine its methods of ensuring smooth transitions for individual consumers between
public and private plans.

At this time, however, it is not known exactly what the level of transition will be of
individuals moving among insurance plans and providers. The Interim Board and future Board
members will develop an ongoing strategy to work with insurance purchasers and consumers to
ease transitions among carriers once more information is available. It is hoped that close
integration between the Connector's web interface and the information technology systems used
by Medicaid will aid in this effort. The Imterim Board anticipates that transitions can be
managed on the Connector website in the same way that initial enrollments and purchases are
made and that the Connector and participating health plans will cooperate to provide notice to
enroliees in advance of changes in their eligibility or plan status. Some considerations include
providing Medicaid continuous eligibility until an individual's next eligibility review and
requiring all QUEST health plans to offer a qualified health plan through the Connector.
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Further, to ensure that the Connector effectively addresses this churn between public and
private health plans, the Interim Board expects to form a subgroup to monitor this specific issue
as the Connector is implemented and address concerns that arise during Connector operations.

(6) Measures to increase transparency and opportunities for public participation in
determinations of insurer eligibility for inclusion in the Hawaii health connector and the
regulation of insurers, qualified plans, and qualified dental plans.

Several measures will be taken to increase transparency of the Hawaii Health Connector
and increase opportunities for public participation. Among these will be:

(D Public meetings of the Connector Board;

(2)  Access to the Connector website to provide standardized comparative information
on qualified health benefits plans;

(3) A toll-free consumer assistance hotline; and

(4) The establishment of a navigator program, using local non-profit community
organizations, to conduct outreach and assist individuals in determining health
plans that are appropriate for their needs and steering potential applicants to
appropriate insurance choices offered through the Connector.

In addition, the Executive Director of the Connector will share progress reports with
stakeholders through periodic public meetings, to ensure that the Connector and its
administrators remain aware of public concerns and work to craft the Connector's operations and
insurance options to reflect the needs of those who will use the Connector most frequently.
Groups that will be specifically targeted for input will be small business employers, Native
Hawaiians, immigrants, residents of underserved communities, and sub-area council members
for the State Health Planning and Development Administration.

The Connector also will coordinate with the Office of Healthcare Transformation within
the Office of the Governor to make use of outreach teams and appropriate culturally linguistic
materials fo raise awareness of the Connector's services that are available to our communities.
The Connector's Level 1 Exchange Establishment Grant application specifically budgeted for
funds to be used for these community outreach functions.

Qualification of insurers for inclusion in the Connector will be handled through the
Insurance Division of the Department of Commerce and Consumer Affairs, as will the overall
regulation of insurers and dental plans in Hawaii. Opportunities that currently exist for public
participation in Insurance Division regulatory proceedings will remain in place.

(7) Criteria for determining whether a conflict of interest exists for a board member and
policies and procedures for avoiding or mitigating conflicts of interest, including when recusal
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of the board member is appropriate and when a board member is entitled to private counsel for
a board related issue.

As required by Act 205, the Interim Board has adopted a conflict of interest policy for
Connector board members. The policy states:

& member of the Board shall not vote on any matter if the
vote directly and substantially affects:

{1) A business or other undertaking in which he has a
substantial financial interest;

{2) A private undertaking in which he is employed;

{3) A private undertaking in which he is engaged as legal
counsel, adviscor, consultant, representative, or
agency capacity; or

{4) A competitor of the entities listed in items 1-3
above.

Conflicts of interest are further addressed in the Connector's bylaws which provide for
disclosure of potential conflicts and abstinence from voting or discussion by those members who
have a potential conflict. In addition, the bylaws provide for annual review of the conflict of
interest policy and periodic review of Connector activities to ensure compliance with the conflict -
of interest policy.

(8) A schedule of the terms of board members including provisions for staggering terms
to ensure continuity.

Act 205 provides that Board members shall be appointed by the Governor to serve four-
year terms in accordance with sections 435H-4 and 26-34, Hawaii Revised Statutes. In order to
stagger the terms of board members, the Interim Board recommends that, of the initial appointees
to the permanent board, five members be appointed for a two-year term, five members be
appointed for a three-year term, and the remaining five members be appointed for the normal
four-year term. This will result thereafter in the appointment of one-third of the board members
each year. In accordance with this recommendation, the Interim Board has included in this
report a draft of proposed amendments to section 435H-4, Hawaii Revised Statutes.

(9) A4 staffing plan including organization, duties, wages, and responsibilities of
employees of the board of directors of the Hawaii health connector and criteria for hiring
contractors, consultants, and outside experts,

The proposed staffing plan for the Connector, including proposed salaries, for the

Connector is attached to this report as Appendix C. The Interim Board anticipates the following
staffing needs:
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(1)

2)

€)

*

©)

Executive Director: The Executive Director will serve as the chief executive for
the Connector and answer to the Board. Duties include responsibility for the
overall administration of the Connector, including all policy, financial, personnel,
and operational requirements of the Connector, advising and assisting the
Connector's Interim Board and permanent Board on all policy matters requiring
Board decision, and serving as the liaison between the Connector and the U.S.
Department of Health and Human Services and all other federal, state, other
governmental, and community entities. (In November 2011, the Interim Board
hired Coral Andrews to be the Executive Director of the Connector.)

Administrative Assistant: The Administrative Assistant reports to and provides
administrative and secretarial support to the Executive Director and assists the
Executive Director with the management of the Connector's office. Duties
include clerical assistance, coordination of meetings, attending meetings with the
Executive Director, assisting with the establishment and implementation of office
function policies and procedures, and maintaining a records management system
for the office.

Project Coordinators (x2): These positions report to and assist the Executive
Director with the coordination and establishment of business operations and
exchange functions of the Connector. As assigned by the Executive Director,
Project Coordinators will research, recommend, and develop specified operational
systems to implement certain Connector functions that may include, but need not
be limited to: certification, recertification, and decertification requirements for
qualified health plans; call centers; a quality rating system; a navigator program;
the administration of advance payment of premium tax credits and cost-sharing
reductions; Free Choice Vouchers; the enrollment process;, a seamless
eligibility/enrollment process with Medicaid; public application and notice
requirements; individual responsibility determinations; appeals of eligibility
determinations; risk adjustment and transitional reinsurance program; and
functions specific to the small group market.

Policy Analyst: The Policy Analyst will assist the Executive Director with
research and analysis required for the establishment of the administration and
operations of the Connector, including federal and state legislation and
regulations related to the Federal Act and the Connector and any other issues as
may be required by the Executive Director or its designee. It is anticipated that
the Policy Analyst will provide both written and verbal reports and summaries of
analyses, participate in meetings related to those work products, and draft
proposed state legislation relating to the Connector and healthcare and human
services issues.

IT Administrator: The IT Administrator will report to the Executive Director
and serve as the chief information officer for the Connector. The IT
Administrator has the overall responsibility for planning, organizing,
coordinating, directing, and managing the information and telecommunications
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(6)

Q)

®

)

systems in the Connector. Duties include: managing all information technology
staff and all IT consultant and vendor contracts for the Connector; initiating
feasibility and other studies; coordinating and evalvating IT and
telecommunications projects; maintaining liaison with governmental agencies and
private entities involved with IT and telecommunications generally, as well as
specifically as they relate to the implementation of the provisions of the Federal
Act and the Connector; preparing program and budget recommendations; and
keeping abreast of changes in HIPAA and federal and state statutes and
regulations affecting the Connector.

Web Specialist: The Web Specialist will report to the IT Administrator and is
responsible for assisting with the development and maintenance of the
Connector's website, including the web portal required under the Federal Act. As
requested by the IT Administrator, the Web Specialist may be required to work
with consultants and vendors retained by the Connector for the development and
maintenance of the Connector's web portal.

Chief Operating Officer/Finance Director: The Chief Operating

Officer/Finance Director reports to the Executive Director and will assist the
Executive Director with day-to-day administration and management of the
Connector and serve as the administrative head of the Connector in the Executive
Director's absence. - The Chief Operating Officer/Finance Director also serves as
the chief financial officer for the Connector. In this capacity, the Chief Operating
Officer/Finance Director will be responsible for all financial aspects of the
Connector, including but not limited to: financial administration of the
Connector; development and administration of the premium tax credit and cost-
sharing reduction program; Free Choice Vouchers; development and
implementation of the risk adjustment, risk corridor, and reinsurance programs;
development and implementation of all financial transactions required by the
Connector's small group exchange; supervision and management of contracts
related to the payroll, benefits, and tax preparation services; preparation of the
Connector's financial statements and all financial reports; and serving as the
Connector's liaison on all financial audits by any federal and state agency.

Human Resources Consultant: A request for proposals will be issued to retain a
consultant to advise the Interim Board, permanent Board, and Executive Director
on the establishment of an efficient staffing plan, compensation plan, personnel
policies, and personnel administration plan for the Connector. The consultant will
attend and participate in all meetings, including legislative hearings, as may be
requested by the Executive Director. The consultant will be retained for calendar
year 2012. "

Public Relations Consultant: A request for proposals will be issued to retain a
public relations consultant. The consultant will assist the Executive Director in
planning, designing, and executing a multi-media plan to unveil the Connector to
the public. The plan will inform the public about the Federal Act, the Connector,
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(10)

(1D

(12)

and how individuals and small employers may purchase healthcare insurance
through the Connector. The consultant will attend and participate in all meetings
as may be requested by the Executive Director. The consultant will be retained
by mid-2012 and will be required through 2013.

Legal Services Consultant: A request for proposals was issued in October 2011
to retain the services of legal counsel to the Interim Board, permanent Board, and
the Executive Director. Counsel will be required to advise the Board, draft
memoranda and reports, and draft proposed legislation for the Connector on
matters related to: the Federal Act and regulations promulgated to implement the
Act; state statutory and regulatory requirements; and the development and
administration of the Connector. Counsel specifically will be required in the last
quarter of 2011 and first quarter of 2012 to draft and assist with legislation
required to implement the Connector. Counsel will attend and participate in
meetings, including legislative hearings, as requested by the Executive Director.
In lieu of in-house counsel, contracted counsel will be retained annually.

IT Consultant: A request for proposals will be issued to retain consultant
services for information technology requirements of the Connector. The IT
consultant will assist the Executive Director and IT Administrator in the planning,
design, and implementation of all IT requirements for the Connector, including all
work necessary to implement the web portal required under the Federal Act for
individuals and small businesses to purchase healthcare insurance. The IT
consultant also will ensure that the Connector's IT system is capable of interfacing
with the U.S. Department of Health and Human Services and all state agencies, as
may be required either under the Federal Act or by the State or as directed by the
Executive Director. The IT consultant will ensure that its architectural design
allows for the Connector to interface with Hawaii's Medicaid system. The
Connector anticipates applying for future grant funding for the Connector's share
of costs specifically related to the eligibility determination for Medicaid/CHIP
and the premium subsidy. The IT consultant will attend and participate in
meetings, including legislative hearings, as may be requested by the Executive
Director. The IT consultant will be retained in 2012 and will continue through
2013.

Risk Consultant: A request for proposals will be issued to retain the services of
a risk consultant to assist the Executive Director in planning, designing, and
implementing risk corridor, risk adjustment, and reinsurance programs for the
Connector, as by the Federal Act. The risk consultant will review and advise the
Executive Director on risk-related provisions in the Federal Act and implementing
regulations. The risk consultant will communicate and work with federal and
state agencies as may be required. The risk consultant will attend and participate
in meetings, including legislative hearings, as may be requested by the Executive
Director. The risk consultant will work through 2012,
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(13) IT Vendor: A request for proposals will be issued to retain a vendor to design
and maintain the Connector's web portal to include all information and
capabilities required under the Federal Act. It is anticipated that, after the web
portal is designed and implemented, an ongoing annual maintenance budget will
be required.

(14) Additional DCCA Positions (x4): The Insurance Division expects to hire two
temporary researchers, a temporary IT specialist, and a program assistant to
address the expected additional workload of the Insurance Division related to the
start-up and implementation of the Connector.

This proposed staffing plan is expected to support the operations of the Interim Board and
the Connector through 2012. These staffing levels were budgeted in the Connector's Level I
Exchange Establishment Grant application and are subject to revision based on the actual amount
of the grant awarded by the U.S. Department of Health and Human Services. At this time, the
full scope of staffing needed for ongoing operations past 2012 is not clear.

With regard to procurement criteria, the Interim Board has adopted a comprehensive
procurement policy for the purchase of goods and services.

(10) A plan of financial organization of the board of the Hawaii health connector and
requirements for financial management by its board.

As noted previously (see discussion on staffing plan) the Interim Board plans to hire a
Chief Operating Officer/Finance Director to serve as the chief financial officer for the
Connector.* :

The Interim Board has also created a Treasurer position, to be filled by a Board member,
who will be responsible for day-to-day financial oversight until the Chief Operating Officer has
been hired. Following that, the Treasurer shall have oversight of all funds of the Connector,
assist in the preparation of financial reports and audits, and make financial information available
to the Board and the public. The Interim Board elected Cliff Alakai from among its members to
serve as the first Treasurer of the Connector.

(11) Policies for the use of electronic media to publicly disseminate information,
increase transparency, and allow members of the public to manage their health and dental plans,
including by the online purchase of a qualified plan and qualified dental plan.

The Connector will adhere to the requirements of the Federal Act in the design and
operation of a secure and easy-to-use Americans with Disabilities Act-compliant website.
Among other things, the Connector website will:

o Offer a user-friendly shopping experience;

33. The Chief Operating Officer's duties are discussed in detail at page 24.
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Allow users to compare qualified insurance plans using the website's features, such as
searching whether their provider is included in a given health plan network;

Allow individual consumers and small businesses to access an electronic calculator to
calculate an estimated cost of their coverage once the premium tax credits have been
applied to their premiums;

Determine users' eligibility and provide access to eligible Connector health plans or,
if needed, allow eligible users to access public health coverage programs through the
Connector website;

Provide links for enrollment of individual users in decentralized health plan websites,
and provide enroliment eligible small employers directly through the Connector

website; and

Comply with federal standards for information security and information processing in
order to safeguard users' health, financial, and personal information.
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PART VI. RECOMMENDED PROPOSED LEGISLATION
FOR THE 2012 REGULAR SESSION

After considerable discussion and debate, the Interim Board decided upon a reserved
approach to proposing legislation for consideration during the upcoming session. The Interim
Board recognizes that the Connector is still very much in the start-up phase and that as it
develops over the next year, the Interim Board expects to have more statutory recommendations
to aid in its operation. The Interim Board and subsequent permanent Board expect to take the
opportunity afforded by their annual reports to the Legislature to recommend legislation when
necessary.

After completing the initial stages of planning and development for the Connector, the
Interim Board recommends the following amendments to chapter 435H, Hawaii Revised
Statutes, relating to the Hawaii Health Insurance Exchange. (A4 complete draft of the proposed
House Bill follows these annotated amendments).

COMMENT 1.

The Federal Act provides states the option to elect to operate a unified exchange or
separate exchanges for the individual market and the small employer market. The Interim
Board recommends operating the Connector as a single entity, but with two markets
separated into separate risk pools for each the individual market and the small group
market. The Interim Board further recommends that each side of the Connector,
individual and small group markets, be accessible to purchasers through separate access
points via one main Connector website. These proposed amendments to chapter 435H,
HRS, are consistent with the Interim Board's recommendation.

The Interim Board also recommends that insurers who offer qualified health plans
through the Connector's small group market should alse be required to offer plans to the
individual market. The Interim Board believes that this requirement will ensure greater
insurance choices for comsumers. Mandating participation in both markets will also
discourage insurers from selectively participating only in markets that pose a lower risk.
The Interim Board recognizes that participation in both markets may create a solvency
risk for some niche insurers of small businesses. Accordingly, the Interim Board
recommends that the Insurance Commissioner be empowered to grant waivers to an
insurer who demonstrates that the sale of its products in both markets of the Connector
creates an insolvency threat or other financial hardship for the insurer.

The Interim Board further recommends that insurers who offer qualified health
plans through the Connector be required to offer plans to consumers in all areas of the
State, and not limit coverage to persons who reside in specific geographic areas. The
Interim Board also believes that this requirement will prevent insurers from selectively
participating in areas of the State that have lower risk.

Accordingly, the Interim Board recommends adding a new section to chapter 435H,
HRS, to specify that:
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(D The Connector elects to establish and administer risk pools for the individual
market and the small group market;

2) Insurers that offer plans through the small group market of the Connector
must also participate in the individual market of the Connector. Insurers
may apply to the Insurance Commissioner for a waiver if participation in
both parts of the Connector will result in insolvency; and

3) Insurers that participate in the Connector shall offer qualified plans in all
geographic areas of the State.

"S435H- Separate programs for individual market and
small group market; participation by insurers. (a) The
connector shall establish and administer a separate program and
risk pool to serve each the individual market and the small
group market, which shall operate in a manner consistent with
the provisions of this chapter and the Federal Act.

(b) Any insurer that offers a gualified plan or qualified
dental plan to the small group market of the connectox shall
also offer qualified plans or qualified dental plans,
respectively, to the individual market of the connector;
provided that the insurance commissioner may grant.a waiver to
this requirement to an insurer that demonstrates that compliance
with this provision will likely result in insolvency or other
extreme economic hardship for that insurer.

{c) Any insurer that participates in the exchange shall
offer qualified plans that are available to all properly
qualified residents of this State.”

COMMENT 2.

Section 1311(i) of the Federal Act describes the role of navigators in states'
insurance e;;{changes.34 Among their duties, navigators shall:

(1) Conduct public education activities to raise consumer awareness of the
availability of qualified health plans through the Connector;

(2) Distribute fair and impartial information about enrollment in qualified
health plans; and

3) Facilitate enrollment in qualified health plans.

34. See discussion of navigators on pp. 10-11.
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The Interim Board recognizes the need for navigators in conducting public outreach
and expanding access to insurance coverage.” The Interim Board recommends that, in
addition to the requirements in the Federal Act, navigators should be limited to nonprofit
organizations. The Interim Board believes that this will ensure the impartiality of
navigators as they facilitate enrollment in qualified health plans through the Connector.
Also, in the interest of preserving impartiality, the Interim Board recommends prohibiting
insurance producers from serving as navigators in the State.

Accordingly, the Interim Board recommends adding a new section to chapter 435H,
HRS, to clarify qualifications for serving as a navigator, specifically, limiting eligibility to
state nonprofit organizations and prohibiting insurance producers from serving as
navigators.

$435H- Navigator program. {(a) The board shall
establish a navigator program that is consistent with the
section 1311(i) of the Federal Act.

(b) The connector may award grants to entities that are
gselected by the board to serve as navigators; provided that
recipients of navigator grants shall:

(1) Be nonprofit entities organized under chapter 414D;

(2) Meet requirements for navigators specified in section

1311 (i) of the Federal Act; and
(3) Meet any additional requirements established by the
board; B
provided further, that an insurance producer or insurance broker
shall not serve as a navigator.

(c) PFederal funds received by the State to establish the

connector shall not be used to fund grants to navigators.™

COMMENT 3.

A definition for "health benefit plan" should be added to section 435H-1, HRS, to
clarify the types of plans that may be offered through the Connector. This proposed
definition was modeled after the definition found in the National Association of Insurance
Commissioners model act for states' health insurance exchanges.*

""Health benefit plan" means a policy, contract,
certificate, or agreement offered, delivered, issued for
delivery, renewed, amended, or continued in the State by an
insurer to provide, deliver, arrange, pay for, or reimburse any
of the costs of health care services. "Health benefit plan"
shall net include:

35. See Patient Protection and Affordable Care Act of 2010 at §1311.
36. Available at http://www naic.org/documents/committees_b_exchanges_adopted_health benefit_exchanges.pdf.
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Coverage only for accident or disability income

insurance, or any combination thereof;
Coverage issued as a supplement to liability

insurance; :
Liability insurance, including general liability

insurance and motor vehicle liability insurance;
Workers compensation or similar insurance;

Motor wvehicle personal injury protection insurance;

Credit-only insurance;

Coverage for on-site medical clinics; and

Other insurance coverage under which benefits for

health care services are secondary or incidental to
other insurance benefits;
The following benefits if they are provided under a

separate policy, certificate, or contract of insurance

or are otherwise not an integral part of the plan:

(A) Limited scope dental or vision benefits; and

(B) Benefits for long-term care, nursing home care,
home health care, community-based care, or any
combination thereof;

The following benefits if the benefits are provided

(11)

under a separate policy, certificate, or contract of

insurance, there is no coordination between the

provision of the benefits and any exclusion of

benefits under any group health plan maintained by the

same plan sponsor, and the benefits are paid with

respect to an event without regard to whether benefits

are provided with respect to the event under any group

health plan maintained by the same insurer:

(A) Coverage only for a specified disease or illness:;
and

(B) Hospital indemnity or other fixed indemnity
insurance; and

The following if offered as a separate policy,

certificate, or contract of insurance:
(A) Medicare supplemental health insurance as defined

under section 1882(g) (1) of the Social Security
Act;
(B) Coverage supplemental to the coverage provided

under Chapter 55 of Title 10, United States Code,
as amended; and
(Cy Similar coverage provided to supplement

coverage under a group health plan.”
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COMMENT 4.

A definition for "individual market” should be added to section 435H-1, HRS, to
support the creation of the individual market and small group market risk pools within the
Connector.”’

""Individual market"” means the market for health insurance
coverage offered to individuals other than in connection with a
group health plan.”

COMMENT 5.

A definition of "qualified employer" should be added to section 435H-1, HRS, to
support the creation of the individual market and small group market risk pools within the
Connector.™

""oualified employer" means a small employer that elects to
make, at a minimum, all of its full-time employees eligible for
one or more qualified plans in the small group market offered
through the connector."”

COMMENT 6.

The definition of "small employer" should be added to section 435H-1, HRS, to
support the creation of the individual market and small group market risk pools within the
Connector. In addition, the new definition reflects the Interim Board's election, pursuant
to the Federal Act, to phase in the small group market by increasing the size of employers
who may participate in the Connector, from 1-50 employees prior to January 1, 2016, to 1-
100 employees after that date.”

""Small employer" means an employer who employed an average
of at least one and not more than fifty employees on business
days during the preceding calendar year and who employs at least
cne employee on the first day of the plan year. Beginning
January 1, 2016, "small employer" means an employer who employed
an average of at least one and noft more than one hundred

37. See Patient Protection and Affordable Care Act of 2010 at §1304{2). The proposed definition of "individual
market" is modeled after the definition found in the Federal Act.

38. The proposed definition of "qualified employer" is modeled after the definition in the National Association of
Insurance Commissioners model act for health insurance exchanges available at
http://www.naic.org/documents/committees_b_exchanges_adopted health benefit exchanges.pdf,

39. See Patient Protection and Affordable Care Act of 2010 at §1304(b)2). The proposed definition of "small
employer" is modeled after the definition in the Federal Act and the National Association of Insurance
Commissioners model act for health insurance exchanges available at
http://www.naic.org/documents/committees b_exchanges_adopted health_benefit_exchanges.pdf.
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employees con business days during the preceding calendar year
and who employs at least one employee on the first day of the
plan year.”

COMMENT 7.

The definition of "small group market" should be added to section 435H-1, HRS, to
support the creation of the individual market and small group market rlsk pools within the
Connector.”

""Small group market” means the health insurance market
under which individuals obtain health insurance coverage on
behalf of themselves and their dependents through a group health
plan maintained by a small employer."”

COMMENT 8.

Act 205, Session Laws of Hawaii, 2011, requires the Interim Board to recommend a
plan to stagger the terms of Board members. The Interim Board recommends that
members serve four-year terms (consistent with section 26-34, HRS), and that five of the
fifteen members of the Board should be appointed each year. The Interim Board intends
for this to create continuity among the majority of Board members from year to year. In
addition, the Interim Board recommends that of the initial appointments, five members be
appointed to two year terms, five members be appointed to three year terms, and the
remaining five members be appointed to the normal four year term.

Accordingly, the Interim Board recommends that section 435H-4(c), HRS, should be
amended to reflect the recommendation for staggering the terms of members of the
Connector Board of Directors, excluding the ex officio members.

"(c) Board members shall serve staggered terms [aﬁd—%he

S comme o

s%aggefeé—%efms——prViéeé—%haE] and shall be app01nted to terms

of four vyears; provided that of the initial appointees, five
shall be appointed to a two-year term, and five shall be
appointed to a three-year term. Each member shall hold cffice
until the member's successor is appointed and qualified. This
subsection shall not apply to ex-officio members, who shall
serve during their entire term of office.”

40. See Patient Protection and Affordable Care Act of 2010 at §1304(2). The proposed definition of "small group
market" is modeled after the definition in the Federal Act.
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A BILL FOR AN ACT

RELATING TO THE HAWAII HEALTH INSURANCE EXCHANGE.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

SECTION 1. Chapter 430H, Hawail Revised Statutes, is
amended by adding two new sections to be appropriately
designated and to read as folilows:

"§435H-A Separate programs for individual market and small

group market; participation by insurers. (a) The connector

shall establish and administer a separate program and risk pool

to serve each the individual market and the small group market,

 which shall cperate in a manner consistent with the provisions

of this chapter and the Federal Act.

(b) Any insurer that offers a gqualified plan or gqualified

dental plan to the small group market of the connector shall

also offer qualified plans or qualified dental plans,

respectively, to the individual market of the connector;

provided that the insurance commissioner may grant a walver to

this requirement to an insurer that demonstrates that compliance

34



10

11

12

13

14

15

16

17

18

19

20

o H.B. NO.

with this provision will likely result in insolvency or other

extreme economic hardship for that insurer.

(c) Anvy insurer that participates in the exchange shall

offer gualified plans that are available to all properly

qualified residents of this State.

§435H-B Navigator program. (a) The board shall establish

a navigator program that is consistent with the section 1311 {i)

of the Federal Act.

{b) The connector may award grants to entities that are

selected by the board to serve as navigators; provided thaf

recipients of navigator grants shall:

(1) Be nonprofit entities organized under chapter 414D;

(2) Meet requirements for navigators specified in section

1311(i) of the Federal Act; and

(3) Meet any additional reguirements estaplished by the

board;

provided further, that an insurance producer or insurance broker

shall not serve as a navigator.

(c) Federal funds received by the State to establish the

connector shall not be used to fund grants toc navigators."”
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SECTION 2. Section 435H-1, Hawaii Revised Statutes, is
amended by adding five new definitions to be appropriately
inserted and to read:

""Health benefit plan” means a policy, contract,

certificate, or agreement offered, delivered, issued for

delivery, renewed, amended, or continued in the State by an

insurer to provide, deliver, arrange, pay for, or reimburse any

of the costs of health care services. "Health benefit plan™

shall not include:

(1) Coverage only for accident or disability income

insurance, or any combination thereof;

(2} Coverage issued as a supplement to liability

insurance;

(3) Liability insurance, including general liability

insurance and motor vehicle liability insurance;

(4) Workers compensation or similar insurance;

(5) Motor vehicle personal injury protection insurance;

(6) Credit-only insurance;

(7) Coverage for on-site medical clinics; and
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Other insurance coverage under which benefits for

health care services are secondary or incidental to

other insurance benefits;

The following benefits if they are provided under a

separate policy, certificate, or contract of insurance

or are otherwise not an integral part of the plan:

() Limited scope dental ox vision benefits; and

(B) Benefits for long-term care, nursing home care,

home health care, community-based care, or any-

combination thereof;

The following benefits if the benefits are provided

under a separate policy, certificate, or contract of

insurance, there is no coordination between the

provision of the benefits and any exclusion of

benefits under any group health plan maintained by the

same plan sponsor, and the benefits are paid with

respect to' an event without regard to whether benefits

are previded with respect to the event under any group

health plan maintained by the same insurer:
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(A) Coverage only for a specified disease or illness;

and

(B) Hospital indemnity or other fixed indemnity

insurance; and

(11) The following if offered as a separate policy,

certificate, or contract of insurance:

(A) Medicare supplemental health insurance as defined

under section 1882(g) (1) of the Social Security

Act;

(B) Coverage supplemental to the coverage provided

under Chapter 55 of Title 10, United States Code,

as amended; and

(C) Similar coverage provided to

supplement overage under a group health plan.

"Individual market"” means the market for health insurance

coverage offered to individuals other than in connection with a

group health plan.

"Qualified employer" means a small employer that elects to

make, at a minimum, all of its full-time employees eligible for

one or more qualified plans in the small group market offered

through the connector.
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"Small employer"” means an employer who emploved an average

of at least one and not more than fifty employees on business

days during the preceding calendar year and who employs at least

one employee on the first day of the plan year. Beginning

January 1, 2016, "small employer" means an employer who employed

an average of ‘at least one and not more than one hundred

employees on business days during the preceding calendar year

and who employs at least one employee on the first day of the

plan year.

"Small group market" means the health insurance market

under which individuals obtain health insurance coverage on

behalf of themselves and their dependents through a group health

plan maintained by a small employer."”

SECTION 3. Section 435H-~4, Hawailili Revised Statutes, 1is
amended by amending subsection (c) to read as fellows:

"(c) Board members shall serve staggered terms [anrd—the

staggered—termss—provided—that] and shall be appointed to terms

of four years; provided that of the initial appointees, five

shall be appointed to a two-year term, and five shall be

. appointed to a three-year term. FEach member shall hold office
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until the member's successor is appointed and gualified. This

subsection shall not apply to ex-officic members, who shall

serve during their entire term of office.”

SECTION 4. 1If any provision of this Act, or the
application thereof to any person or circumstance, 1is held
invalid, the invalidity does not affect other provisions or

applications of the Act that can be given effect without the

invalid provision oxr application, and to this end the provisions

of this Act are severable.

SECTION 5. 1In codifying the new sections added by section
1 of this Act, the revisor of statutes shall substitute
appropriate section numbers for the letters used in designating
the new sections in this Act.

SECTION 6. Statutory material to be repealed is bracketed
and stricken. New statutory material 1s underscored.

SECTION 7. This Act shall take effect on July 1, 2012.

INTRODUCED BY:
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Report Title:
Hawaii Health Insurance Exchange

Description:

Specifies that the Hawaii health connector shall establish
separate risk pools for the individual market and the small
group market. Establishes staggered terms for board members.
Clarifies qualifications of and restrictions on navigators.
Effective 7/1/12.

The summary description of legislation appearing on this page is for informational purposes only and is
not legisfation or evidence of legislative intent. '
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Appendix

GOLNSG. 0. /209

EXECUTIVE CHAMBERS

HONOLULY
NEIL ABERCROMBIE
GOVERNOR
- July 8, 2011
The Honorable Shan Tsutsui, President The Honorable Calvin Say, Speaker
and Members of the Senate and Members of the House

Twenty-Sixth State Legislature ' Twenty-Sixth State Legistature
State Capitol, Room 409 State Capitol, Room 431

Honolulu, Hawaii 9681 3 _ Honolulu, Hawaii 96813

‘ _'This is to inform you that on July 8,:20_1 1, the following bill was signed into law:

. SB1348 SD2 HD3 CD1 RELATING TO THE HAWAII HEALTH
[NSURANGE EXCHANGE.
Act 205.(11)

- gy e 28

'NEIL ABERCROMBIE
Govermor, State of Hawaii
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TWENTY-SIXTH LEGISLATURE, 2011 S B.NO.

A BILL FOR AN ACT

RELATING TO THE HAWAIL HEALTH INSURANCE EXCHANGE.

QW
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BE IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF HAWAIIL;
1 SECTION 1, Tlus Act: shall be known and may be cited as the
"Hawaii Hezlth Insurance Exchange Aot ‘
SECTION 2. The federal Patient Protection and Affordable
Care Act of 2010 provides for the establishment by January 1,
2014, of I_leaith insurance exchanges in every state to connect

buyers and sellers of health and dental ingurance and to

faclilitate the purché.se and sale 'of federally qualified health
8 insurénce plang and qualified dantél plans, The inbent of tl:;e
‘9 health insurance exchange ls to reduce the number q.f; uninsured
Iﬁ _ dAndividuals, provide a transparent m.a-.rketplace, conduct consumer
11’ education, and assist :Lndividu'alé in gaining access to
12 ag_sisté.nce programs, premium assistance tax credits, and.cost-
13  sharxe reductions, |
14 The legl;islature finds that, largely becaume of the Hawail
15 "Prepai_d Health ca-r'e Act, chapter 393, Hawali Revised Statutes,
16 the State already enjoys an overa.li healthier population, lower
17 uninsured rates, and lower prazﬁium costs than mainland states.

18 ' The Hawali Prepaid Health Care Act has proven to be successful,
2011-2266 SB1348 €Dl SMA-2.doc _ .
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It is imperative thHat Hawali's health insurance exchange woxk in

tandem with the Hawaii Prepaid Health Care Act to presexve its
existing benefifs,forxthg people of the State.

The Legiglature fuxther finds that the people of Hawali
will be=bést-9erved by a health_inaurance gxchange that ig
operatéd locally in Hawaii. Therefore, this Act provides the
frameﬁdrk for ﬁ private, nonprofiit health é#change that conforms
to;the‘reqﬁirements of ghe federsal law and is responsive to theé
uniéue needs and circumstances of the State.

The legislature notes ﬁhat the State is already in receipt
of & fedaral gfant to ‘plan fox the design and implementation of
a Hewali-based health insurance exchange and, pursuant Lo the

Catalog of Federal Domestic Assistance number 23.525, a task

force has been convened for this purpose. Thie Act establishes

an interin board of directors to ke appointed by the governor
upon recommendation of the insurance commissioner: The intexim
board shall work within the policy framework of this Act to
propose 1egi§1ation to the 2012-iegislature implementing a
Hawail hezlth insurance exahange,-to‘be‘known ag the Hawaii
health c?nnector; te ensure the'stéte's compliance with the

patient Protection and Affordable Care Act., Pursuant to

-xeﬁommenﬂations of the tagk force, the'legiglatura_is cpmﬁitted

2011-~2266 SB1348 .LDL SMA—Z doc
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to providing pelicy directéqn and operational guidelines ag the

State works toward implementing. a fully functiomal health

_insurance exchange to méet tgg‘féderaliy'mgﬁaated.zciq

implementation deadlins.

Reaently, the United states Depaftment of Health and Human
Services issued a request for proposals Irom states for
agsistance in. astablishlng gtate health insurance exchangess.
The legislatuxe finds Ehat moﬁingffdrwaxd.nOW’with;an engbling

statute iz the prudent course of actmon to max;mzze

_opportunltles to take advantage of forthcomang federal moneys

The framework established by thls Bk w111 allow. future
1egislatures to follow the mostfapprepriate course in
implementing the health insuraﬁue,e;nhanée.

SEGTIoﬁ '3, The Hawail Révi-'sed Statutes, i-é amended by
ad&ing‘a new chapter to'be.approﬁriately degignated and to read

as Follows: '

" CHAPTER
HAWAII HEALTH INSURANCE EXCHANGE
§ -1 Dpefinitions. BAs used in this article:

“Board" means the boszd of directors.of the Hawaii health

commector.

11-2266- SB1348 CDl SMA-2, doc
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tCommipgionert means the insurance commissioner of the

departmant of commerce and consumer affairs.

"Connector"® means the Hawaii health iusﬁrance exchange,
known s the Hawaii health copnectof, sstablished by
SEctiqn -2. |

"Federal Act™ means the federal Patient Protection and

Affordable Care Act, Public Law 111-148, as amended by the

federal Health Care and Bducation Reconciliation Act of 2010,

Public Law 1li-152, and any amendments to, or regqulations or

guidance issued undér, those ACts.

"Insurer! means any person or entity that issues a policy

of accident and Health or sickness insurance subject to axticls

10 of chapter 431, or chapters 432 of 432D.
"Ipﬁerim board™ means the interim board of directors of the
Hawaiil health connector established undsr sectdion 4 of Act
Segsion Laws of Hawail 2011,
rouallfied aen£a1 plan® means a dental banefit'plan as
described in Section 1311(d}(2)(B) (ii) of the Federal Act,
"Qualified plan” means a health bhenefit ‘plan offered by an
insurer that meets the criteria for certification described in

Section 1311l{e) of the Federal Act.

8851348 CD1l SMA-2.doc

B

47

11-2

i

: =



B W

h

LT - - .Y

19

11-

12
13
14
15
16
i7

18

20
21

22

S.B. NO. &

HD.3
C.D 1

"Secretary” means the Secretary of the United States
Department of Health and Human Sexrvices.

s -2 j:s.{;ab:l.ishm&mt of the Hawaii health insurance
exchange; purpose. . (a) There is established the Hawaii health
insﬁrancé exchange to be known as the Hawaii health connector,
The commector shall not be an agency of the State and shall ﬁot
be sﬁbjeét to laws or rules regulating rﬁlemaking, public
employment, oX publid précurement. The connectﬁr Shallvbe a.
Hawail ﬁpnpxofit corporation organized and governed pursuant to
chaptexr 414D, Ehe ﬁawaii nonpfofit corporétions act,

(by The puiposes of the connector shall include:

(1) Facilitating the purchase and sale of qualified plans

and gualified dental plans;
{2}~ Connecting consumexa_t§ the informationlnecessaxy to
make informed health care choices# and-

{3) Enabling consumers to purchase cdveﬁage and manage

health and dental plans électronicélly.-

{c) The cohnector shall serve as a clearinghouse for
information on all ¢gralified plans and qualified dental plans
listed or included iﬁ the connector.

{d} The connector shall be audited anmually by the state
auditér who-shall submit the résultS'of each ammual audit Lo the

A T
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commissioner no later than thirty days after the comnector

receives the results. The connector shall retain all anmial

audits on file, along with any documents, papers, books,

records, and othex evidence thal -is pertinent to its budget and
operations for a periodugf ten,ﬁears and shall peimit.the state
auditor, the commissioner, tﬁe s;até legislature, or‘their
authorized representativgé ta_hévé-aaééss‘tp,'inspéct, énd make
copies of ahy.doqumentglregginéd pursnant to this subsection.
(e} The board of dirécto:s bf'tﬁe eongé?to;;shall submit
an annual report to.the legislapuxe.thét shali_iﬁclu@e_the noSt
recent audit repoxt received puisuant to sﬁﬁseqtiqn {s)) nollater

than twenty days prior to the cqnvening*qf eac¢h regular segsion

of the legislature.

(£} fThe' connector shail_cffer congumer assistance in a
rulturally and lingu;aticaliy appropriate manier.

{g) The cpnnector.ghall make;qualifiad.plans and qualifigd
déntal plans available to qualifiéd individuals and gualified
employers_beginning“with efféctive dates on oxr before danuary 1;

2014.

$§ -3 PFunding. The compector wmay receilve contrikbutions,
grants, ‘eadowments, feas,'or gifts in cash .or otherwise from
public and private sources including corporations, businesses,

011-2266 §B1348B CD1 SMa-2.doc
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foundations, governments, individuals, and cther sources subrject
to rules adopted by the bhodrd. The State may appropriate moneys
to the connector. 'As required by Section 1311 (dj (5) (A) of the

Federal Act, the comnector shall be self-sustaining by January

1, 2018, and may charge asgessments or user fees to

parﬁicipating health and dsntal carriers, or may otherwlse
generate Funding to suﬁport its operatione. Moneys received by
or under the supe&vision of the connector shéll not‘ba placed
into ;he'state treagury and the State shall not administer any

moneys of thea conmnector mor be responsible for the financial

pperations or solvency of the conmector.

§ -4 Bomard of directors; ccmposition:; operatiom. (a)
The Hawaii health conmector shall be a nonprofit entity governed
by 2 boazd nf directors that shall comprize f£ifteen meﬁgers
appointad by the governor amd with the advice and consent of the
senate puréuant to section 26-34; provided that.the governoy

shall submit nominations to the senate for advice and consent no

~ later than February 1, 2012; and provided further that the

senate shall timely advise and consent to nominations Zox terms
to begin July 1, 2012. Membexrs of the interim board shall be

eligible for appointment to the board.

B
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(b) The msﬁbership of the board shall reflect gecgraphic
diversity and the diverse interests of stakeholders including
consumers, emplovers, insurefs, and dental benefit providers.
Thg'direcgcr of commerce ané consumer affai¥s or the director's
designee, the divector of health ox the director's designes, the

director of huhman services or the divector's designee, and the

~director of labor and industrial relations or the director's’

designee shall be exvofficio, voting members of the board.
{¢) Board members shall serve staggered terms and the -
interim boaxd shall recommend an appropriate schedule for

staggered terms; provided that this subsection shall not apply -

. to ex-officio mémbers, who shall aserve éuring their entire term

of office.

{d) The‘board shail adopt poliéies érohibiting conflicts
of interest and prccedures for recusal of a menber in tha cage
of an actual ox potentlal conflict of intexest ineluding
policies prohibitiﬁg a member f£rom taking part in official
action on any matter in which the member had any financial
involvement or interest prior to the .commencement of service on
the board. Members of the board may reta in private counse? for

matters relatlng £o service on the board accordlng to rules

*

reﬁommended by the boaxd.

e
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{e} The board shall manage the budget of the comnector
accoxding to generally acgepted accounting principles and a ﬁlan
Ffor financial otganization adopted by the legislature based on
recommendations of the interim board.

{£) The board shall maintain transparency of board
actioné, including public disclosure and, posting of board

mimiteg on the comnector's website according to provisions

adopted by the legislature based on recommendations of the

dnterin board.

8§ -5 Officers-ana employees of the Hawaii health
connegtor. (a) The koaxd ghall appoiﬁt officers éﬁd enmploy
staff, including an executive'dirgctbf who shall ba resgonsible
for the day-to-day operations and management-of the exchange,
according to a staffing plan that shall be submitted to the

legislature. Officers and employees of the board shall not be

employees of the State and shall serve at the pleasure of the

‘board.

{b} The board way h;re consultants; outside experts, and
professional specialists as needed for its efficient operations.

8 -8 Eligibilitylof'insurers and\plans. The |
commissioner shall determine eligibility for the inclusion of
insufers and plans; provided that all qualified plans and

1-22684 SBl348 CDI1l SMA-2,
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qualified dental plans that agély For inclusion shall be
included in the connector, '

s =7 ﬁiigibility:datermination for applicants in
mediééid adult and uﬂildren's health insurance program. The
department of human sérvicés shﬁll be the agency to determine
éualifiéations and eligibility oﬁ individuoals to participate in
nedicaid adult or children's healﬁh insuxance programgz. The
agency's detexrmination of eligibility shall enable qualified

individuals and authorized ‘adults on bshalf of gualified

'children tb purchase qualified plans and qualified dental plans.

from thexdonneqtorm The department of human servicgs shall
vé;ify for the comnector individuals and children able to
parﬁiéipata in subsidized plans puxrchased through the connector.

$ =3 Ofersight; rate regqulation. (a) The commissionexr
shall retain full regulatory jurisdietiqn pursuant to the
authority granted to the commissioner by part IY of article 2 of
chaﬁtar 431 over all insurers and gualified plané and qualified
&ental plans included in the connector.

(b) Rate regulation for qualified plans and gualified
dental plans included in the connectof shall be pursuvant to

appiicable state and federal law.

1-2266 SB134B CD1 SMA-2.doc
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8 -9 Effect on the prepaid health care act. Nothing in
this chapter shall io any manner diminish ox Ximit Ehe consumer
ﬁrotéc;icns‘cqntained'in or alter the prévisibns of chapter 323,

§ -10 Rules. The boaxd shall adlopt rules. to implement
the provisioﬁs of this ehaptéf. Rules adopted pursuant to this
section shall not conflict with or prevent the application of
reguiations prémulgated by the Secretary under the Fedefal Act.n

SECTION 4. la) There shall be an interim board of the

Hawaii health connector in the department of commerce and

N .
congumer affairg for administrative purposes only that ghall

raecommend to the legiélature policies and procedures to further
Sefine and opexate the Hawaii health connector estaﬁlished undex
section 3 of this Act, The interim board shall consist of
fifteen members who are representative of the stake¢holders in
the Hawaii health connector and shall include members with
expertise in the flnancial, healtﬁ care, information technology,
organizational ﬁanagement, arid nonprofit industries. Membérs of
the interim board shall be desigrnated by the governor based upon
reéqmmendationé_by the insurance commissioner and to the extent
poésible shall épme from the members of the task force |

established in the department of commerce and consumer affairs

2011-2266 SB1348 CD1L SMA-2.doc
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1 pursuant to the Cataleg of Federal Domestic Assistance number

2
3
4
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93,525 and shall ineclude:

(1)

{2}

{3}
{4)

(5]

(6)

(7}

(8)

{9}

(10}

Three memberé represenfing health or dental'insurance
plans that provi@é insuggpge throughout  the State;
One member r;presentiﬁg‘a heaith,care pfoyidér group
that is located on a neighbor iéland and that employs
a wide,range of 1ié§h;éd hBéifhrcaré'prqviﬁarg

ineluding physicians, nurse practitioners, nurses, and

‘physician assistants;

bne ;epresentative ﬁan hoapital trade association;
One representdtive of an organizéﬁion that':gpreéents
health care consuners;

Cne repreaentati§e-from_a Tabor-management conmi ttes
org%hizétion;

One representative:of é native Hawalian haalth care
organization; -

One'représentative of an organization representing

federally ‘qualified health care centers;

Onie representative of an o;ganiéation representing

businesses or employsrs;

One representative of a health information exchange;

The director of health ox the directdr'g designes;

5011-2266 SB1348 CDL SMA-2.doc .
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(11}

(12)

{(13)

S.B. NO. s>

M.D. 3

The director of human gexvices orxr the director's
legignee;

The direckor of labor and industwial relations or the
dlrector’'s desgigmnee; and |

The director of ccm@érce and consumer affairs or the

director's designee.

The interim boaxd may form working groups that irdclude members

of the interim board'and other persons as necessary to assist

with the implementation of the Hawaii health comnector.

o)

The interim board shall make recommendationa to the

legislature for:

(1)

(2}

(3}

2011-2266

R

A sustainable, fes-based financing mechanism that may
invorporate private and'public funding for initial
start-up costs, but that shall achieve financial
gelf-sustainability by January 1, 2015, as requirved hy
federal law;

Measures [o ensurs trangparéncy of the Hawaii health

connectorts finances and for public disclosvre of

funding sources and expenditufes;

Procedures for the application for inelugion by
insurers in tha‘Hawaii héalth tonnector; provided that
all applicant qualified plans and gualified dental

SB1348 CD1 SMA-2.doc
1
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(4)

{5)

{6)

plang as defined in -1, Hawaii Revised Statutes,
that are qualified according to the requirements of
federal law and regulations and national quality
measuras shall be irncluded;

A phaséd process of including qualified plans and
gqualified dental plans, which may include initially
priocritizing gualified planz that target individuals
and small kusinesses over large group plans;

Policieé and procedures to ensure gontinuity of care
for‘ccnsumeré transitioning between tarriers, |
including between publicly funded coverage and private
gualified plans and gualified dental plans} provided
that the interim koard shall forﬁ a subgroup to make
reconmendations for the -integration of state
éubsidized plans with the Hawaii health connector to
enéuré,that consumers who move bstween publicly funded
coverage and unsubsidized privats coverage are able to
maintain contiﬁﬁity of coverage and continuity of
caxe;

Measures to inckease transparency and opportunities
for public participation in determinations of insurer

eligibility for inclusion in the Hawali health

D1l-2266 BBl348 CD1L SMA 2. doo : N
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{7}

{8)

{9}

(10)

‘allow members of the publicAto nanage their health and

2011-2266

ORI

S.B. NO. se:
C.D: 1

connector and the regulation 9f insurers, qualified
plans, and gualified dental plans;

Criteria forndetermining whether a conflict of
interest exists for a2 board member and policies and
procedures for avoiding or mitigating conflicts of
interast, iﬁcluding when recus&l of the boa:d membex
is appropriate and when a board member shall be
entitled to private coungel for a matter relating to
the board;

A'schédule of the terms of hoard members including
provisions fox étaggering texrms to ensure continuity;
A gtaffing plan inclﬁding organization, duties, wages,
and responsibilities of emplayees of the board of
directors of the Hawali health connector and criteria
for hiring contfactors, consultants, and outside
experts; |

A plan of financial organization of the board of the
Hawaii health connector and requirements .for financial
management by its board: and

Policigs for the use of electronic media to publicly

disseminate information, increase txansparency, and

SB1348 CD1 SMA-Z.doc.
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dental plans, including by the online purchasée of a
gqualified plan and qualified dental plan,

{¢} The interim board shall submit a report of its
fin@ings and recormendations, including any proposed
legisiation, to the legislature, no later than twenty days prior
to the convening of the.2012 regular sesgion, and shall
participate in joint informational sessions upon the reguest of

the legislature.

(d) At the regusst of thé interim bozrd, the department of.

commerce and consumer affairs may employ temporary staff not
subject to chapter 76, Hawail Revized Statutés, te assist in
carrying out the requirements of this section including:

{i) A project ﬁanagér or interim executive director;

(2) Information technology professionals Eo begin
congtruction of the internet-based Hawail gealth
connector syatem;

{3) A grant writer to pursue additional sourcem of federal
or private funding to assist the operabtions of the
interim board; and

{(4) BAny other staff that the intewim board or the
commigsioner deems necessary to carxy out éhe duties
of the Interim board.

~2266 881348 CDY SMA-2.doo
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(€} The legislative reference bureau shall assist the
interim board in preparing its findingg, recommendations, and
proposed legislation; provided that the ch%irperson of the
interim board shall submit the interim board's proposals to the
leaiglative reference buraau-for drafting no latgr than

Novembar 1, 2011, for the report to the 2012 regular session of

.the legislature.

(£} The.iﬁterim board ghall cease to exist on June 50,
2012,

SECTION 5. There igs appropriated out of federal funds
recei;ed pursuant to the Catalog of Federal Domestic Assistance
number 923.525 the sum of $750;000 or 80 much therecf as may be
necessazy for fiscal year 2011-2012 to Buépcrt the operatioﬁs of
the interim board of the Hawaii health connector.

The sum appropriated-shali be expended by the department of

commerce and consumer affairs for the purposes of this Act;

'ﬁrovided that expenditures under this Act shall not be subject

to chapter 103D; Hawaii Revised Statutes.
SECTION 6. This act shall take effect upon its approval;.

provided that section 5 of this Act shall take effect on July 1,

2011.

2011-2266 SB1348 CP1i 8MA-2,doc
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2 Exchanges

2 Risk Pools

One Board
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Single application
includes Medicaid -
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Website -
Required data &
search filters

Who will serve
as Navigators?
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Interim Regulations @ 45 CFR
Interim Regulations will change

Includes soma Hawail-specific decision points
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Hawaii Connector Staffing Chart - Level  Grant Application

- Board of Directors -
S —_— - Policy Analyst
o ! LegalConsultant " $70,000
Q 1 $500,000 !
g —— — f——
|
O -—— . e e —— Exeout
5 j T Consuitant ' eCuiive Admin Asst.
1,000,000 ! Director $50,000
-] R | $185,000
i HR Consultant {
§100,000 Project
'... - - —— Coordinator
) $60,000
PR Consultant | o o
! $100,000 L ] . - D
N | Project :
Coordinator. }
" $60,000 E
R ot Directoricoo Administrator
* $180,000 $140,000

Note: Bose salarles provided by Insurance Cornmissloner’s office

Web
Specialist
$80,000

T e .

V6 Rev. 8.19.91
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