Principles for a Texas 1332 Waiver

Texas should develop and pursue a well-designed 1332 waiver to help make quality health care
coverage more affordable and increase competition in our individual insurance market, while
maintaining coverage in comprehensive and affordable individual market plans that more than 1
million Texans rely on today. Our organizations support state policies that will achieve these
objectives and seek to work with state lawmakers to attain them.

Of particular importance, a 1332 waiver should be a part of a comprehensive state approach
designed to significantly reduce the state’s high uninsured rate. A 1332 waiver alone will be
insufficient to address Texas’ uninsured challenge.

Texas has the highest uninsured rate in the nation for children, adults, and women of childbearing
age —and it’s getting worse. Even before staggering job losses due to COVID-19, 5 million Texans
(18%) were uninsured.! In just March and April, 1.6 million Texans lost job-based health insurance
because of COVID-related job losses.? Only half of Texans who lose job-based health insurance during
the pandemic will find other coverage; the other half will become uninsured.?

The vast majority of uninsured Texans:*
e Are U.S. citizens,
e Have low or moderate incomes, and
e Work or are in a family with a worker, but many low-wage jobs do not offer health insurance.

Texas’ high uninsured rate contributes to many challenges facing our state, including high rates of
maternal and infant mortality, difficulty accessing treatment for mental health and substance use
disorders, pressure on local property taxes, rural hospital closures, tenuous family financial security,
and our capacity to respond to public health crises. When Texans are insured, it’s easier for them to
find and keep a job, catch cancer before it spreads, improve their health before becoming pregnant,
pay their medical bills, and more.

We recommend that any Texas 1332 waiver adhere to the following principles:

1. A 1332 waiver should be one part of a comprehensive approach to covering the uninsured
in Texas that also includes covering uninsured, low-income adults.

Alongside a 1332 waiver, Texas must accept federal funding to extend Medicaid coverage to Texas
adults below 138% of the federal poverty level, which includes low-wage working parents and adults
caring for a disabled family member.> A 1332 waiver cannot extend coverage to working poor adults
in the “coverage gap” who are excluded from Texas Medicaid today, but earn too little to get
Marketplace subsidies under federal law.® Federal funding to cover working poor adults can only be
accessed through Medicaid expansion or a Medicaid 1115 waiver.

Today, 14 states have federally-approved 1332 reinsurance waivers,” which primarily benefit higher-
income individuals who are ineligible for Medicaid or Marketplace subsidies.® These states generally
anticipate a relatively small increase in coverage from their 1332 waiver.® Each of these 14 states has
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already closed their Medicaid coverage gap, ensuring that uninsured adults in low-wage jobs that do
not offer coverage have access to Medicaid.*°

In addition to seeking a 1332 reinsurance waiver and closing our Medicaid coverage gap, Texas
should boost outreach and enrollment efforts to uninsured individuals who are eligible for
Marketplace subsidies today. Marketplace subsidies are fully federally funded and Texas should seek
to maximize this federal investment in coverage.

2. ATexas 1332 waiver must adhere to statutory guardrails that ensure coverage under the
waiver will be as affordable and comprehensive as today and ensure that even more
Texans are enrolled in affordable and comprehensive coverage.

More than 1 million Texans have enrolled in 2020 Marketplace coverage, and 9-in-10 of them receive
a federally funded subsidy to make monthly premiums affordable.! In addition, 6-in-10 have plans
with reduced out-of-pocket costs, like deductibles and copays, to improve access to care.
Maintaining adequate financial assistance is critical to ensure that both health coverage and health
care are affordable for Texans with lower incomes.

Today, individual market coverage provides comprehensive benefits and strong protections for
people with pre-existing conditions. Plans cover Essential Health Benefits with no annual or lifetime
limits, and insurers cannot deny coverage or charge more due to pre-existing conditions.

Our organizations support these protections. Any 1332 waiver must not diminish them by promoting
limited-benefit plans or plans that exclude coverage of pre-existing conditions. Such plans would
siphon healthy individuals from the individual market, driving up premiums for individuals who want
or need comprehensive coverage or who would be denied by bare-bones plans, including Texans
with chronic or complex diseases, such as cancer, diabetes, and mental health or substance use
conditions. Limited-benefit plans can also expose patients to extremely high costs in the event of an
emergency or new diagnosis and add to uncompensated care burdens on providers.!? In addition, we
would not support a waiver that increases premiums or out-of-pocket costs for lower-income
consumers or people with significant health care needs.

A Texas 1332 waiver must immediately result in more Texans getting enrolled in coverage with
affordable premiums and out-of-pocket costs, comprehensive benefits, and strong protections for
people with pre-existing conditions.

3. ATexas 1332 waiver should use reinsurance to reduce the price of full-cost premiums while
making the Texas individual insurance market more stable and competitive.

Fourteen of 15 states with federally-approved 1332 waivers have established reinsurance
programs.!* Reinsurance programs provide payments to individual-market health insurers that help
offset the costs of enrollees with high health care spending. For example, Wisconsin’s reinsurance
program reimburses insurers for 50% of expenses when an enrollee’s annual health care costs fall
between $50,000 and $250,000. Insurers, in turn, reduce their premiums because they face less risk
from high-cost enrollees.



Reinsurance payments come from federal “pass-through” funding available through 1332 waivers,
combined with a state share.’® 1332 reinsurance waivers have reduced individual-market premiums
by 17% on average, and states must fund about one-third of the program’s costs, on average.!®

A Texas 1332 waiver should be targeted toward establishing a state-administered reinsurance
program, an innovation that has proven to work in other states to lower premiums, reduce market
volatility, and encourage insurers to remain in or enter the market. Moreover, recent 1332 waivers
that focus solely on reinsurance have been approved quickly by CMS. On the other hand, the few
states that have proposed 1332 waivers with provisions other than reinsurance that would harm
consumers by reducing affordability, benefits, or transparency have not been approved by CMS to
date.”

4. A Texas 1332 waiver must support clear and unbiased information on comprehensive
health plan options for consumers, as well as robust enrollment assistance.

Today, HealthCare.gov gives clear, comparable, and unbiased information to consumers on their
health plan options and supports enrollment assistance through agents, community-based
organizations, community health centers, and hospitals. It also provides a “no-wrong-door” approach
that ensures Marketplace applicants who are Medicaid- or CHIP-eligible get the correct coverage. At
the same time the federal Marketplace already supports direct enrollment through web-brokers and
insurers, so that consumers who want to, can enroll without going to HealthCare.gov.

Texas must either maintain access to HealthCare.gov, or develop a state-based Marketplace that
performs all of HealthCare.gov’s critical and complex functions while making improvements like
streamlining enrollment and boosting outreach and enroliment assistance. A neutral and centralized
Marketplace website that provides unbiased, clear, and complete information on quality plan options
is necessary to ensure consumers can make fully informed choices. Without a centralized enrollment
platform with unbiased information, it will be harder for consumers to make fully informed choices
and easier for scams to flourish.

5. A Texas 1332 waiver should be data driven.

Texas should start its work by articulating measurable goals for increasing the number of Texans with
comprehensive coverage and reducing premiums. The waiver design process must be informed by
comprehensive market and actuarial analyses that show anticipated changes to affordability and
enrollment for populations based on income, race, geography, age, health status, etc.

6. A Texas 1332 waiver should be designed in conjunction with diverse stakeholders with
ample opportunity for public input.

We recommend that Texas create a taskforce to design its 1332 waiver, as many other states have
done. The taskforce should include representatives from consumer and provider organizations as
well as insurers. The process should provide ample opportunity for public input as the waiver is being
designed, not merely after the application is complete and nearly ready for submission.



Supporting organizations:
AARP Texas
American Diabetes Association
Children's Defense Fund - Texas
Coalition of Texans with Disabilities
Every Texan (formerly Center for Public Policy Priorities)
Methodist Healthcare Ministries of South Texas
National Alliance on Mental lliness (NAMI) Texas
National Association of Social Workers — Texas Chapter
National Multiple Sclerosis Society
Texans Care for Children
Texas Brain Injury Providers Alliance
Texas Hospital Association
Texas Organization of Rural & Community Hospitals
Texas Parent to Parent
The Leukemia & Lymphoma Society

Young Invincibles

Contact: Stacey Pogue, Senior Policy Analyst at Every Texan, poque@everytexan.org,
7020 Easy Wind Rd., Suite 200, Austin Texas, 78752, (512) 663-7173
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