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TESTIMONY ON SENATE BILL NO. 1348, 5.0. 2, H.D. 2— RELATING TO THE
HAWAII HEALTH INSURANCE EXCHANGE.

TO THE HONORABLE MARCUS R. OSHID, CHAIR, AND MEMBERS OF THE
COMMITTEE:

My name is Gordon Ito, State Insurance Commissioner, testifying on behalf of

the Department of Commerce and Consumer Affairs (‘Department”). The Department

supports this bill, which creates the initial framework to establish a health insurance

exchange for Hawafl, and requests an amendment.

Under the Patient Protection and Affordable Care Act (“PPACA”), the Secretary

of Health and Human Services (“HHS”) is scheduled to determine Hawaii’s ability to

create an insurance exchange in 2013. The exchange must be up and running by

2014. Given the size of the task, the Department believes implementation should start

soon and the first step is establishing the statutory framework for the exchange.
The Department received comments from the Department of Human Services

about the appropriate language on Medicaid eligibility determinations in proposed

section -7 on page 10. The Department respectfully requests substituting the

language below for section -7 below on page 10, lines 1 to 11:
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§ -7 Eligibility determination for applicants in Medicaid adult and
children’s health insurance program. The department of human services shall

be the agencyto determine eligibility for individuals to participate in the Medicaid

or children’s health insurance programs. The agency’s determination of eligibility

shall enable individuals to enroll in a health plan contracted with the department

of human services. For applications submitted through the connector that are not

eligible for the Medicaid or children’s health insurance programs, the department

of human services shall determine eligibility of the applicant for a federal subsidy

to purchase a health insurance policy through the connector.

We thank this Committee for the opportunity to present testimony on this matter

and ask for your favorable consideration.
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Conference Room 308

Chair Oshiro and Members of the Committee:

I am Charlotte Carter-Yamauchi, Acting Director of the Legislative Reference Bureau.
The Bureau appreciates this opportunity to submit the following written comments on Senate
Bill No.1348, S.D. 2, H.D. 2:

S.B. No. 1348, S.D. 2, H.D. 2, among other things:

(1) Establishes the Hawaii Health Insurance Exchange in the form of a nonprofit
organization, called the Hawaii Health Connector;

(2) Requires the interim board of the Hawaii Health Connector, established in the
Department of Commerce and Consumer Affairs for administrative purposes, to
make recommendations in a wide range of areas to the 2012 Regular Session
of the Legislature concerning policies and procedures to further define and
operate the Hawaii Health Connector (Section 4 of the measure);

(3) Authorizes the Department of Commerce and Consumer Affairs to hire staff to
assist the interim board in a variety of ways; and

(4) Directs the Legislative Reference Bureau to assist the interim board in drafting
its findings, recommendations, and proposed legislation for submission to the
Legislature. The interim board is required to submit its proposals to the Bureau
no later than November 1, 2011 (Section 4(e) of the measure).

The Bureau takes no position on the merits of the measure, but notes that, pursuant to
Section 4(d) of the measure, the Department of Commerce and Consumer Affairs, at the
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request of the interim board, “ . .may employ temporary staff not subject to chapter 76,
Hawaii Revised Statutes, to assist in carrying out the requirements of this section including:

(1) A project manager or interim executive director;

(2) Information technology professionals to begin construction of the Internet-based
Hawaii health connector system;

(3) A grant writer to pursue additional sources of federal or private funding to assist
the operations of the task force; and

(4) Any other staff that the interim board or the commissioner deems necessary to
carry out the duties of the interim board.”

Since the measure provides for staff to assist the interim board in executing its duties
and responsibilities, it is unclear why there is a need for the Bureau to assist the interim
board in drafting its findings and recommendations for submission to the 2012 Legislature,
particularly since the interim board is attached to an executive branch agency and the Bureau
is a legislative branch agency charged with the ongoing responsibility to service legislators
and legislative staff.

However, noting that the drafting of legislation is often a complex matter, the Bureau is
“t~ willing to assist the interim board in drafting any proposed legislation and would undertake
~J this responsibility to the best of our ability; provided that the interim board meets the

November 1, 2011 submission deadline stated in the measure.

Thank you again for allowing us to comment on this measure.

2011 SB1 348 -(02 FIN.doc
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Healthcare Association

of Hawaii

HOUSE COMMITTEE ON FINANCE
Rep. Marcus Oshiro, Chair

Conference Room 308
April 6, 2011 at 2:00 p.m. (Agenda #1)

SupDortincl SB 1348 SD 2 HD 2.

The Healthcare Association of Hawaii advocates for its member organizations that span the
entire spectrum of health care, including all acute care hospitals, as well as long term care
facilities, home care agencies, and hospices. Our members employ more than 40,000 people
statewide, delivering quality care to the people of Hawah. Thank you for this opportunity to
testify in support of SB 1348 SD 2 HO 2, which establishes an insurance exchange for Hawaii.

The federal Affordable Care Act (ACA) requires each state to have an insurance exchange.
Each state may create its own insurance exchange; otherwise, the federal government will
create one. In Hawaii a task force to develop an insurance exchange has been established,
and the Healthcare Association is represented on the task force.

SB 1348 SD 2 HD 2 creates the legal structure for an exchange and requires it to work with the
task force to develop policies and the legislation necessary to comply with the ACA, while also
being aware of Hawaii’s Prepaid Health Care Act. Hawaii should take the opportunity to create
its own exchange, rather than allow the federal government to create one, because it will enable
Hawaii to pursue its own objectives while taking into consideration Hawaii’s unique
characteristics.

For the foregoing reasons, the Healthcare Association supports SB 1348 SD 2 HO 2.



The Honorable Marcus Oshiro, Chair
The Honorable Marilyn Lee, Vice Chair
House Committee on Finance

Re: SB 1348 SD2 HD2 — Relating to the Hawaii Health Insurance Exchange

Dear Chair Oshiro, Vice Chair Lee and Members of the Committee:

My name is Howard Lee and lam President of the Hawaii Association of Health Plans
C’HAHP”). HAHP is a non-profit organization consisting of eight (8) member
organizations:

AlohaCare Kaiser Permanente
Hawaii Medical Assurance Association MDX Hawai’i
HMSA University Health Alliance
Hawaii-Western Management Group, Inc. UnitedHealthcare

Our mission is to promote initiatives aimed at improving the overall health of Hawaii. We
are also active participants in the legislative process. Before providing any testimony at a
Legislative hearing, all HAHP member organizations must be in unanimous agreement of
the statement or position.

HAHP appreciates the opportunity to provide testimony on SB 1348 SD2 HD2 which
would set up the framework in the state for the creation of an Exchange. The Affordable
Care Act (ACA) requires that all states set up a health insurance Exchange by 2014 with
the caveat that if a state has not made sufficient progress by 2013, the federal Department
of Health and Human Services will take over the state’s efforts and put an Exchange in
place.

While 2014 seems to be a far off date, health plans which recently were given a six-month
timeframe to enact numerous consumer-related provisions under the ACA know that
extensive work is needed in order to ensure the state maintains control over Hawaii’s
Exchange.

HAHP plans have come to consensus on a set of guiding principles regarding Exchanges
and we have attached that document. We would respectfully urge the Committee to take
into account these principles in the discussions on Hawaii’s Exchange.

• AloliaCare • HMAA • HMSA • HJtMG • Kaiser Pernianente .MDXHawaii • U1L4 • UnitedHealthcare
HAHP do Howard Lee, UHA, 700 Bishop Street. Suite 300 Honolulu 96813

www.hahp.org

April 6,2011



Thanic you for the opportunity to offer comments today.

Sincerely,

Howard Lee
President

• AlohaCare • HMAA • HMSA • HW~’JG • Kaiser Permanente .MDXJ-iawaii • UH.4 • UnitedHealthcare
HAHP do Howard Lee, IJHA, 700 Bishop Street. Suite 300 Honolulu 96813

www.hahp.org



Hawaii Association of Health Plans
Guiding Principles for a Successful Health Insurance Exchange in Hawaii

The Hawaii Association of Health Plans (HAHP) believes that the unique employer healthcare
coverage environment created by Hawaii’s Prepaid Health Care Act (PHCA) is valuable and worth
sustaining. Together with the State’s Medicaid plans and other federal programs, PHCA assures that
roughly 90 percent of Hawaii residents have health plan coverage that is robust, affordable, and
accessible. The Hawaii employer healthcare coverage marketplace offers:

• The least expensive and richest PPO and HMO coverage offered in the United States
and overall, the best value to employers and members of any state;

• The greatest number of participating providers in any state in private health plan
coverage options;

• The nation’s lowest growth rate in employer-sponsored health care coverage costs over
the past 20 years; and

• Robust small, medium and large employer markets with multiple competitive products
which are rate regulated and guaranteed issue.

Thus, we believe that the employer-employee marketplace for health care in Hawaii does not
need to be reformed, but rather may be enriched by the Affordable Care Act.

We also believe that the Affordable Care Act can help Hawaii address its coverage gap - the
roughly 10 percent of Hawaii residents (primarily individuals and sole proprietors) who either
cannot afford or choose not to purchase coverage — through the establishment of a health
insurance Exchange. The Exchange will create a marketplace where people in Hawaii can shop
for health insurance, apply for tax subsidies and enroll in health plans.

HAHP believes the following principles should guide the development of this Exchange:
• Primary Mission. The Exchange should supplement, but not replace, existing individual

markets and offer affordable health plan options to uninsured Hawaii residents.
• Governance. The Exchange should be governed through an independent, transparent and

non-politicized entity with a Board of Directors consisting of consumer representatives,
employers, health plans, providers, and other Stakeholders.

• Rule Making. The Exchange should promulgate arid apply rules predictably, fairly and
consistently to all health plans to create a level playing field.

• Uniform Standards. To minimize unnecessary costs while maximizing participation,
uniform federal standards and national accreditation policies should be adopted to certify
Exchange participants.

• Regulatory Efficiency. The Exchange should avoid, where possible, duplication of State
licensing, rate review and other existing regulatory functions.

• Pricing. To support pricing accuracy, the Exchange must develop risk adjustment and
reinsurance processes that are actuarially sound.

• Consumer affordability. Individual plan benefit design should meet minimum Federal
standards in order to provide maximum affordability.

• Enrollment. The affordability and viability of individual products depends upon adoption
of enrollment rules that encourage consumers to obtain and maintain continuous coverage
and discourage enrollment/disenrollment around high health care cost events.

• AlohaCare • HMAA • HMSA • HWMG • Kaiser Permanente .MDXHawaii • UH.4 • UnitedHealrhcare.
HAHP do Howard Lee, IJHA. 700 Bishop Street. Suite 300 Honolulu 96813

www . hahp org



HAWAII MEDICAL ASSOCIATION
1360 S. Beretania Street, Suite 200, Honolulu, Hawaii 96814
Phone (808) 536-7702 Fax (808) 528-2376 www.hmaonnne.net

Wednesday, April 6, 2011, 2:00 PM, Conference Room 308

To: COMMITTEE ON FINANCE
Rep. Marcus R. Oshiro, Chair
Rep. Marilyn B. Lee, Vice Chair

From: Hawaii Medical Association
Dr. Morris Mitsunaga, MD, President
Linda Rasmussen, MD, Legislative Co-Chair
Dr. Joseph Zobian, MD, Legislative Co-Chair
Dr. Christopher Flanders, DO, Executive Director
Lauren Zirbel, Community and Government Relations

Re: SB 1348, SD2 HD 2 RELATING TO THE HAWAII HEALTH INSURANCE
EXCHANGE

In Support with Requested Amendments

Chairs & Committee Members:

We hope that the provider community, or the community of individuals who
actually provides care to the people of Hawaii, will have a meaningful place in the
discussion about which benefits are necessary for patients to lead healthy and
productive lives and how we can improve access to affordable health insurance and
quality healthcare.

As such, the Hawaii Medical Association is troubled that the last committee has
removed the provider community from this Hawaii Health Insurance Exchange
board. The legislature can not exclude the individuals who actually provide care to the
people of Hawaii from any discussion about how to improve quality within that system
and expect the results to actual help improve the quality of care.

Simply put, a healthcare system without healthcare providers does not work. An
analysis of health care networks that work best proves that when the provider
community is not only included but leads the discussion — cost goes down and
provider buy in goes up. We would encourage the legislature to examine North
Carolina’s system.

OFFICERS

PRESIDENT - MORRIS MITSUNAGA, MD PRESIDENT-ELECT —ROGER KIMURA, MD
SECRETARY - THoMAS KOSASA, MD IMMEDIATE PAST PRESIDENT — DR. ROBERT C. MARVIT, MD TREASURER

— STEPHEN KEMBLE, MD EXECUTIVE DIRECTOR — CHRISTOPHER FLANDERS, DO



The HMA would like to very respectfully request that the committee amend this measure
in Section 431 —D Soard of directors; composition; operation. The following change
would be greatly appreciated:

(b) The membership of the board shall reflect
geographic diversity and the diverse
interests of stakeholders including
consumers, employers, health care
providers, insurers, and government
entities; provided that if
representatives of government or public
bodies are appointed to the board in
other than an ex officio capacity, the
majority of board members shall represent
the interests of the private sector.

It appears that these changes were removed from the HD I in this HD 2. We would
ask that they be reinserted.

Also SECTION 4 under HD 2 is less than ideal due to the fact that almost all interests
besides physicians are included:

We would respectfully request that physicians be added with this amendment to Section
4:

(14) One representative from a physician trade
association.

Thank you for the opportunity to testify.
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Committee on Finance
Representative Marcus Oshiro, Chair
Representative Marilyn Lee, Vice Chair

Hearing:
April 6. 7C :00 p.m.
Hay •~pitol, Conference Rm. 308

RE: SB 1348, SD2, HD2 — Relating to the Hawaii Health Insurance Exchange

Testimony in Strong Support with Amendment

Chair Oshiro, Vice Chair Lee, and members of the Committee on Finance. Thank you for the
opportut ito offer this testimony in strong support of SB1348, SD2, HD2, which would establish
the Hawaii Health Connector to create a health insurance exchange pursuant to the recently passed
federal Patient Protection and Affordable Care Act.

For over thirty years, Hawaii’s prepaid health care act has served our state well. As you know, it
became the model and blueprint for the nation’s endeavor to reform health care. Because of our
prepaid health care act, Hawaii has one of the healthiest populations and one of the lowest rates for
uninsured individuals in the country. Nonetheless, Hawaii has not been immune to many of the
heath care challenges that the rest of the country faces and is attempting to address accessibility,
quality, and cost. Although our individual health care costs are low when compared to the rest of
the nation, they have been rising. These include increases in health insurance premium, co-pays,
and prescription drug cost.

We see the creation of the Health Insurance Exchange as an effective way to address these and
other challenges. We are certain that a well-run health insurance exchange in Hawaii will allow
people to find other affordable health care options in an expanded and competitive market place.

We applaud the Legislature for addressing the insurance exchange creation early on. We also
support the creation of a nonprofit entity for its operation. There are certain efficiencies within a
nonprofit corporation that will allow it to respond rapidly to the many changes that will be
encountered as the Health Insurance Exchange evolves.

American Cancer Society Hawai ‘i Pacific, Inc., 2370 Nu’uanu Avenue, Honolulu, Hawaii 96817-1714
•Phone: (808) 595-7500 •Fax: (808) 595-7502 •24-Hour Cancer Info: (800) 227-2345 •http://www.cancer.org



We would note for the committee that SB 1348, SD2, HD2, is in alignment with the Society’s
vision of what an effective Health Insurance Exchange should look like. It provides for consumer
representation on the board thus insuring greater transparency. In addition, Section 4. (d) Permits
DCCA to hire temporary staff outside the constraints of the civil service. Because of short
timeline to have the exchange up and running by the end of 2013, those employed by the
exchange will need flexibility to respond quickly to the myriad of changes that they will most
certainly encounter. -

The implementation of Hawaii’s Health Exchange will be critical in harmonizing the various
benefits of our Prepaid Heath Care Act with those of the Patient Protection and Affordable Care
Act. If done correctly, our residents will experience real improvement in their ability to access,
choose, and purchase comprehensive and affordable health coverage that meets their specific
needs.

Thank you for the opportunity to offer this testimony here today.

Respectfully,

George S. Massengale, JD
Director of Government Relations
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The Honorable Marcus R. Oshiro, Chair
The Honorable Marilyn B. Lee, Vice Chair
House Committee on Finance

Re: SB 1348 SD2 HD2 — Relating to the Hawaii Health Insurance Exchange

Dear Chair Oshiro, Vice Chair Lee and Members of the Committee:

The Hawaii Medical Service Association (HMSA) appreciates the opportunityto testify on 58 1348 SD2, HD2 which would
establish the Hawaii Health Connector. HMSA supports this Bill.

Pursuant to the federal Affordable Care Act (ACA), by January 1, 2014, each state must have created a fully operable
health insurance exchange, through which individuals will “shop” for their health plans. If, by January 2013, a state has
not made sufficient progress in creating its exchange, the U. S. Department of Health and Human Services (HHS) will
move to establish an exchange for that state, effectively taking over the state’s health care system.

Given that expedited timetable, prudence dictates this State establishes an exchange that has sufficient flexibility so that
it may employ staff; develop and execute rules and procedures; contract for necessary services such as creating a
website through which the public will shop the Exchange; and procure the plans for inclusion in the Exchange. We are
concerned that a State agency subject to civil service, procurement, and administrative statutes and rules will not be
able to successfully meet that challenge. This Bill offers an alternative model - a nonprofit agency to be known as the
Hawaii Health Connector — which shall serve as Hawaii’s health exchange.

While this independent Connector would be responsive to the exchange mandate of the ACA, the system also must be
responsible to the State, which ultimately is accountable to HHS. To address this, this Bill provides for a Governor-
appointed Interim Board of the Connector to recommend to the 2012 Legislature policies and procedures to further
define and operate the Connector.

This measure also provides for the use of already secured federal monies to provide staffing for the task force and to
procure resources needed to expedite the establishment of the Connector and its purposes. This is critical for Hawaii’s
successfully meeting the ACA’s deadlines.

Thank you for the opportunity to testify today in support of SB 1348 SD2 HD2.

Sincerely,

Jennifer Diesman
Vice President, Government Relations

Hawaii Medical Service AssociatiOn 816 Keeaumoku St. P.O. Sox 860 (808) 948-5110 Sranch offices located on Internet address
Honolulu 1-1196808.0860 Hewed, Kauai and Maui v~wHMSA.cOm
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April 5, 2011

The Honorable Marcus R. Oshiro
Hawaii State House of Representatives
House Committee on Finance

Re: SB 1348, SD2, HD2 - Relating to the Hawaii Health Insurance Exchange

Dear Chair Oshiro and Members of the Committee:

Hawaii Dental Service (HDS) appreciates the opportunity to testi~r on SB 1348, SD2, HD2. We
support the bill with technical amendments, directed at including stand alone dental plans as one
of the product offerings in the Health Insurance Exchange. We have attached a copy of the bill
with our proposed amendments to this testimony.

HDS is proposing the amendments for the following reasons:

• One of the stated purposes of the federal Patient Protection and Affordable Care Act
(PPACA) is to offer a variety ofplans to make healthcare benefits affordable and offer a
variety of choices to the consumer. Giving the consumer the option of choosing a
standalone dental plan is consistent with the intent and purpose of the PPACA.

• The intent of the PPACA is to maintain the choices currently available in the marketplace
and expand options if possible. Currently HDS provides dental benefits to over 60% of
the Hawaii commercial marketplace. Only 11% of these people obtain theft dental
benefits in conjunction with their medical benefits. All other HDS members receive their
HDS coverage through standalone policies, either directly with lIDS or via their
employer. Thus providing standalone dental as an option in the Exchange supports the
choices currently available in the marketplace.

• The PPACA language requires that States allow “limited scope dental benefits” plans to
offer their plans through the Exchange.

We appreciate the opportunity to provide these comments and request that our amendment be
incorporated in SB 1348, SD2, HD2. Thank you for the opportunity to testis’ today.

Sincerely,

Faye W. Kurren
President and CEO

Hawaii Dental Service
700 Bishop Street, Suite 700
Honolulu, Hawaii 96813-4196

Telephone: 808-521-1431
Toll Free: 800-232-2533
Fax: 808-529-9368



THE SENATE ~ ‘1348

) TWENTY-SIXTH LEGISLATURE, 2011 IN S.D. 2* STATE OF HAWAII • H.D. 2

ABILL FORAN ACT

RELATING TO THE HAWAII HEALTH INSURANCE EXCHANGE.

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

SECTION 1. This Act shall be known and may be cited as the

“Hawaii Health Insurance Exchange Act”.

SECTION 2. The federal Patient Protection and Affordable

Care Act of 2010 provides for the establishment by January 1,

2014, of health insurance exchanges in every state to connect

buyers and sellers of health and dental insurance and to

facilitate the purchase and sale of federally qualified health

insurance plans and qualified dental plans. The intent of the

health insurance exchange is to reduce the number of uninsured

individuals, provide a transparent marketplace, conduct consumer

education, and assist individuals in gaining access to

assistance programs, premium assistance tax credits, and cost-

share reductions.

The legislature finds that, largely because of Hawaii’s

current prepaid health care act, chapter 393, Hawaii Revised

Statutes, the State already enjoys an overall healthier



population1 lower uninsured rates, and lower premium costs than

mainland states. The prepaid health care act has been and

continues to be s~accessful; it is imperative that Hawaii’s

health insurance exchange work in tandem with the prepaid health

care act to preserve its existing benefits for the people of the

State.

The legislature further finds that the people of Hawaii

will be best served by a health insurance exchange that is

operated locally in Hawaii. Therefore, this Act provides the

framework for a private, nonprofit health exchange that conforms

to the requirements of the federal law and is responsive to the

unique needs and circumstances of the State.

The legislatu?e notes that the State is already in receipt

of a federal grant to plan for the design and implementation of

a Hawaii-based health insurance exchange and, pursuant to

federal domestic assistance grant number 93:525, a task force

has been convened for this purpose. This Act establishes an

interim board of directors to be appointed by the governor upon

recommendation of the insurance commissioner. The interim board

shall work within the policy framework of this Act to propose

legislation to the 2012 legislature implementing a Hawaii health

insurance exchange, to be known as the Hawaii health connector,

to ensure the State’s compliance with the Federal Act. Pursuant

to recommendations of the task force, the legislature is



committed to providing policy direction and operational

guidelines as the State works toward implementing a fully

functional health insurance exchange to meet the federally

mandated 2014 implementation deadline.

Recently the United States Department of Health and Human

Services issued a request for proposals from states for

assistance in establishing state health insurance exchanges.

The legislature finds that moving forward now with an enabling

statute is the prudent course of action to maximize

opportunities to take advantage of forthcoming federal moneys.

The framework established by this Act will allow future

legislatures to follow the most appropriate course in

implementing the health insurance exchange.

SECTION 3. The Hawaii Revised Statutes, is amended by

adding a new chapter to be appropriately designated and to read

as follows:

CHAPTER

HAWAII HEALTH INSURANCE EXCHANGE

§ -1 Definitions. As used in this article:

“Board” means the board of directors of the Hawaii health

connector.

“Commissioner” means the insurance commissioner of the

department of commerce and consumer affairs.



“Connector” means the Hawaii health insurance exchange,

known as the Hawaii health connector, established by section

-2.

“Federal Act” means the federal Patient Protection and

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

federal Health Care and Education Reconciliation Act of 2010,

public Law 111-152, and any amendments to, or regulations or

guidance issued under, those Acts.

“Insurer” means any person or entity that issues a policy

of accident and health or sickness insurance subject to article

lOA of chapter 431, or chapters 432 or 432D.

“Interim board” means the interim board of directors of the

Hawaii health connector.

“Qualified dental plan” means a dental benefit plan as

described in Section 1311(d) (2) (b) (ii) of the Federal Act.

“Qualified plan” means a health bènef it plan offered by an

insurer that meets the criteria for certification described in

Section 1311(c) of the Federal Act.

“Secretary” means the Secretary of the United States

Department of Health and Human Services.

§ -2 Establishment of the Hawaii health insurance

exchange; purpose. (a) There is established the Hawaii health

insurance exchange, a Hawaii nonprofit organization, to be known

as the Hawaii health connector. The connector shall not be an



agency of the State and shall not be subject to laws or rules

regulating rulemaking, public employment, or public

procurement. The connector shall be a Hawaii nonprofit

corporation organized and governed pursuant to chapter 4140, the

Hawaii nonprofit corporations act.

Cb) The purposes of the connector shall include:

Cl) Facilitating the purchase and sale of qualified plans

and qualified dental plans in compliance with the

Federal Act;

(2) Connecting consumers to the information necessary to

make informed health care choices; and

(3) Enabling consumers to purchase coverage and manage

health and dental plans electronically.

Cc) The connector shall serve as a clearinghouse for

information on all qualified plans and qualified dental plans

listed or included in the connector.

Cd) The connector shall be audited annually by the state

auditor and shall submit the results of each annual audit to the

commissioner no later than thirty days after the connector

receives the results. The connector shall retain all annual

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

records, and other evidence that is pertinent to its budget and

operations for a period of ten years and shall permit the state

auditor, the commissioner, the state legislature, or their



authorized representatives to have access to, inspect, and make

copies of any documents retained pursuant to this subsection.

Ce) The board of directors of the connector shall submit

an annual report to the legislature that shall include the most

recent audit report received pursuant to subsection (d) no later

than twenty days prior to the convening of each regular session

of the legislature.

(f) The connector shall offer consumer assistance in a

culturally and linguistically appropriate manner.

(g) The connector shall make qualified plans~

a:Wdi%1i~ available to qualified individuals and qualified

employers beginning with effective dates on or before January 1,

2014.

§ -3 Funding. The connector may receive contributions,

grants, endowments, fees, or gifts in cash or otherwise from

public and private sources including corporations, businesses,

foundations, governments, individuals, and other sources subject

to rules adopted by the board. The State may appropriate moneys

to the connector. As required by Section 1311(d) (5) (A) of the

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

1, 2015, and may charge assessments or user fees to

participating health and dental carriers, or may otherwise

generate funding to support its operations. Moneys received by

or under the supervision of the connector shall not be placed



into the state treasury and the State shall not administer any

moneys of the connector nor be responsible for the financial

operations or solvency of the connector.

§ -4 Board of directors; composition; operation. (a)

The Hawaii health connector shall be a nonprofit entity governed

by a board of directors that shall comprise fifteen members

appointed by the governor and with the advice and consent of the

senate pursuant to section 26-34; provided that the governor

shall submit nominations to the senate for advice and consent no

later than Febniary 1, 2012; and provided further that the

senate shall timely advise and consent to nominations for terms

to begin July 1, 2012. Members of the interim board shall be

eligible for appointment to the board.

(b) The membership of the board shall reflect geographic

diversity and the diverse interests of stakeholders including

consumers, employers, insurers, and dental benefit providers;

the director of commerce and consumer affairs or the director’s

designee, the director of health or the director’s designee, the

director of human services or the director’s designee, and the

director of labor and industrial relations or the director’s

designee shall be ex-officio, voting members of the board.

(c) Board members shall serve staggered terms and the

interim board shall recommend an appropriate schedule for

staggered terms; provided that this subsection shall not apply



to ex-officio members, who shall serve during their entire term

of office.

(d) The board shall adopt policies prohibiting conflicts

of interest and procedures for recusal of a member in the case

of an actual or potential conflict of interest, including

policies prohibiting a member from 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 retain private counsel for

matters relating to service on the board according to rules

recommended by the board.

(e) The board shall manage the budget of the connector

according to generally accepted accounting principles and a plan

for financial organization adopted by the legislature based on

recommendations of the interim board.

(f) The board shall maintain transparency of board

actions, including public disclosure and posting of board

minutes on the connector’s website according to provisions

adopted by the legislature based on recommendations of the

interim boa~d

§ -5 officers and employees of the Hawaii health

connector. (a) The board shall appoint officers and employ

staff, including an executive director who shall be responsible

for the day-to-day operations and management of the exchange,



according to a staffing plan that shall be submitted to the

legislature. Off icers and employees of the board shall not be

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

board.

(b) The board may hire consultants, outside experts, and

professional specialists as needed for its efficient operations.

§ -6 Eligibility of health insurers and plans. (a) The

commissioner shall determine eligibility for the inclusion of

health insurers and plans; provided that all qualified plans R1!4
that apply for inclusion shall be

included in the connector.

§ ~7 Eligibility determination for applicants in

Medicaid adult and children’s health insurance program. The

department of human services shall be the agency to determine

qualifications and eligibility of individuals to participate in

Medicaid adult or children’s health insurance programs. The

agency’s determination of eligibility shall enable qualified

individuals and authorized adults on behalf of qualified

children to purchase qualified plans

from the connector. The department of human services shall

verify for the connector individuals and children able to

participate in subsidized plans purchased through the connector.

§ -8 oversight; rate regulation. (a) The commissioner

shall retain full regulatory jurisdiction pursuant to the



authority granted to the commissioner by part II of article 2 of

chapter 431 over all insurers and qualified plans included in

the connector.

(b) Rate regulation for qualified plans included in the

Hawaii health connector shall be pursuant to applicable state

and federal law.

§ -9 Effect on the prepaid health care act. Nothing in

this chapter shall in any manner diminish or limit the consumer

protections contained in or alter the provisions of chapter 393.

§ -10 Rules. The board shall adopt rules to implement

the provisions of this chapter. Rules adopted pursuant to this

section shall not conflict with or prevent the application of

regulations promulgated by the Secretary under the Federal Act.”

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

Hawaii health connector in the department of commerce and

consumer affairs for administrative purposes only that shall

recommend to the legislature policies and procedures to further

define and operate the Hawaii health connector. The interim

board shall consist of fifteen members who are representative of

the stakeholders in the Hawaii health connector and shall

include members with expertise in the financial, health care,

information technology, organizational management, and nonprofit

industries. Members of the interim board shall be designated by

the governor based upon recommendations by the commissioner and



to the extent possible shall come from the members of the task

force established in the department of commerce and consumer

affairs pursuant to federal domestic grant number 93:525 and

shall include:

(1) Three members representing health or dental insurance

plans that provide insurance throughout the State;

(2) One member representing a health care provider group

that is located on a neighbor island and that employs

a wide range of licensed health care providers

including physicians, nurse practitioners, nurses, and

physician assistants;

(3) One representative of a hospital trade association;

(4) One representative of an organization that represents

health care consumers;

(5) One representative from a labor-management committee

organization;

(6) One representative of a native Hawaiian health care

organization;

(7) One representative of an organization representing

federally qualified health care centers;

(8) One representative of an organization representing

businesses or employers;

(9) One representative of the Hawaii health information

exchange;



(10) The director of health or the director’s designee;

(11) The director of human services or the director’s

designee;

(12) The director of labor and industrial relations or the

director’s designee; and

(13) The director of commerce and consumer affairs or the

director’s designee -

The interim board may form working groups that include members

of the interim board and other persons as necessary to assist

with the implementation of the Hawaii health connector.

(b) The interim board shall make recommendations to the

legislature 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

seif-sustainability by January 1, 2015, as required by

federal law;

(2) Measures to ensure transparency of the Hawaii health

connector’s finances and for public disclosure of

funding sources and expenditures;

(3) procedures for the application for inclusion by

insurers and *~ ~Zi~wad~t~ in the Hawaii

health connector; provided that all applicant

qualified plans and qualified dental plans that are



qualified according to the requirements of federal law

and regulations and national quality measures shall be

included;

(4) A phased process of including qualified plans, which

may include initially prioritizing qualified plans ä~Y~

that target individuals and

small businesses over large group plans;

(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; provided

that the interim board shall form a subgroup to make

recommendations for the integration of state

subsidized plans with the Hawaii health connector to

ensure that consumers who move between publicly funded

coverage and unsubsidized private coverage are able to

maintain continuity of coverage and continuity of

care;

(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 and qualified

plans;



(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 of the board member

is appropriate and when a board member shall be

entitled to private counsel for a matter relating to

the board;

(8) A schedule of the terms of board members including

provisions for staggering terms to ensure continuity;

(9) A 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;

(10) A plan of financial organization of the board of the

Hawaii health connector and requirements for financial

management by its board; and

(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 hcalth~èI~* plan.

Cc) The interim board shall submit a report of its

findings and recommendations, including any proposed



legislation, to the legislature, no later than twenty days prior

to the convening of the 2012 regular session, and shall

participate in joint informational sessions upon the request of

the legislature.

Cd) At the request of the interim board, the department of

commerce and consumer affairs may employ temporary staff not

subject to chapter 76, Hawaii Revised Statutes, to assist in

carrying out the requirements of this section including:

(1) A project manager or interim executive director;

(2) Information technology professionals to begin

construction of the Internet-based Hawaii health

connector system;

(3) A grant writer to pursue additional sources of federal

or private funding to assist the operations of the

task force; and

(4) Any other staff that the interim board or the

commissioner deems necessary to carry out the duties

of the interim board.

Ce) The legislative reference bureau shall assist the

interim board in preparing its findings, recommendatiâns, and

proposed legislation; provided that the chairperson of the

interim board shall submit the interim board’s proposals to the

legislative reference bureau for drafting no later than November



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

legislature.

(f) The interim board shall cease to exist on June 30,

2012.

SECTION 5. There is appropriated out of federal funds

received pursuant to federal domestic assistance grant number

93:525 the sum of $ or so much thereof as may be

necessary for fiscal year 2011-2012 to support the operations of

the interim board of the Hawaii health connector.

The sum appropriated shall be expended by the department of

commerce and consumer affairs for the purposes of this Act. The

disbursement made pursuant to this Act shall not be subject to

chapter 1030.

SECTION 6. This Act shall take effect upon its approval.
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