GUIDE TO THE

Health Insurance Risk Pools

Background
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Ome problem with America’s health care system is chat
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umpossible 1o purchase new coverage. Insurers may
.'!l‘ﬂi‘.':l.‘ them as unimenrabbe, offer them a r!r\-l'lr'r that
excludes payment for medical services for their
preexmling conditions, or et their risk-rated premaum so
high they cannot afford it.

I'c address this problem, 35 states—including
Alshama—have created high-rsk insarance pools o
ke subsidized insurance available 1o people who
canmt purchase conventional coverage for a ressemable
price. As of December 31, 2009, approximately 208,300
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health insirance marker—were enmolled in thess
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Relarivelv few pecple stay i fisk pools for loeng periods
of time. According o a 2010 report by the Emplovee
Benefits Research Institute, most individuals who lose

theif inmrance reimain uninsured for a relatively short
penm.‘l of time. For eaa mpie, some mm 65 and l.'||.l1|i]':l.'
for Medicure; some get married and becorme insured
under a <r~.‘-‘.|w's pn'h.':r, s have their medical

condifions i|'-|T\-rm'r and .:|||:||i|f_|.' for standard insurance
agakng and some change jobs and become insmred by a
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Tradigionally, state-operated risk pools have been fundad
by participants paying significantly lasger premaoms than
those paid by healthy individuals. However, even with
higher preminms the pools usually lose money because

ISSUE SNAPSHOT

35 srates—including Alabama—have created high-
risk insurance pools to make subsidized insurance
availalble 1o people who cannot purchase
conventional coverage For a reasonable price.

As of December 31, 2009, approximarely 208,300
individuals—or abour 1.8 percent of the individual
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their members are disproportionately high health care
users, creating the need for an additional fonding
mechanism. To make up this shortfall, some stares use
general tax revenues or levy o rax on hospinals. In most
states, insurers make up the deficat by paving
assessinents in proporticn o teeir share of the marker,
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srates rhar assees inserers allow insirance compa Mmies i
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premaum taxes thar they pay o the srane

In Alabama, the state's risk pool is the Alabama Health
Insurance Plan {AHIP). Its operating tunds come from
premium payments 1 the phn incurs any deficit, it is

recouped by assessments among participating insasers.

With the passage of the Patient Protection and
Affordable Care Act (FPACA) in 2010, state risk pools
have been substantially changed. Effective June 21,
2010, the FPACA established a temporary, $5 billion,
nanional risk pool o provide access 1o Insurance



