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March 15, 2017 
 
TO:   The Honorable Dee Morikawa, Chair 
   House Committee on Human Services  
     
FROM:  Pankaj Bhanot, Director 
 
SUBJECT:  HCR 11 – ENCOURAGING THE DEPARTMENT OF HUMAN SERVICES MED-QUEST 

DIVISION TO IMPLEMENT AN INCOME DISREGARD PROGRAM FOR WORKERS WITH 
DISABILITIES 

 
   Hearing: March 15, 2017, 9:30 a.m. 
     Conference Room 329, State Capitol  
 

DEPARTMENT’S POSITION:  The Department of Human Services (DHS) appreciates the 

intent and supports the resolution.   

PURPOSE:  The purpose of House Continuing Resolution is to encourage DHS, Med-

QUEST Division (MQD) to implement and income disregard for workers with disabilities.  

The Medicaid Buy-In task force has been meeting over the past several years working to 

implement a Medicaid Buy-In program in Hawaii.  However, despite several bills to implement, 

the program was not funded and thus, not implemented.  For that reason, the task force 

recommended taking the interim step of MQD implementing another earned income disregard 

that would allow individuals with disabilities to earn income and not lose their Medicaid 

benefits, which they would be at risk of given current Medicaid eligibility rules.  While this 

interim program would not provide the full benefits of a Buy-in program, such as also 

disregarding the assets of the individual, it would increase the amount of income an individual 

could earn while retaining Medicaid eligibility, and is a positive step for these individuals.  

In our analyses, the primary impact would be to help allow current Medicaid 

beneficiaries to become more self-sufficient.  While there may be some new individuals who 
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would gain coverage under this new program, the number was estimated to be so negligible to 

be covered within the projected population increases.  Therefore, no additional appropriation is 

requested at this time.  

Thank you for this opportunity to provide comments on this resolution. 



 

 

 

 
 

STATE OF HAWAII 
STATE COUNCIL  

ON DEVELOPMENTAL DISABILITIES 
919 ALA MOANA BOULEVARD, ROOM 113 

HONOLULU, HAWAII  96814 
TELEPHONE: (808) 586-8100    FAX: (808) 586-7543 

 
March 15, 2017 

 
The Honorable Dee Morikawa, Chair  
House Committee on Human Services 
Twenty-Ninth Legislature 
State Capitol  
State of Hawaii 
Honolulu, Hawaii 96813 
 
Dear Representative Morikawa and Members of the Committee: 

 
SUBJECT: HCR 11 - ENCOURAGING THE DEPARTMENT OF HUMAN SERVICES 

MED-QUEST DIVISION TO IMPLEMENT AN INCOME DISREGARD 
PROGRAM FOR WORKERS WITH DISABILITIES. 

 
The State Council on Developmental Disabilities (DD) STRONGLY SUPPORTS 

HCR 11.  The purpose of the concurrent resolution is to encourage the Department of 
Human Services Med-QUEST Division to implement an Income Disregard Program for 
workers with disabilities.  

 
Act 200, Session Laws of Hawaii 2012, established a joint legislative Task Force 

to assist the Legislature in exploring the development and possible implementation of a 
Medicaid Buy-In (MBI) program for working individuals with disabilities based on 
Hawaii’s current Medicaid income and asset limits subject to approval by the Federal 
Centers for Medicare and Medicaid Services.  The Council has been a member of the 
Task Force and has been actively engaged in discussions on establishing and 
implementing a MBI Program for individuals with disabilities.   

 
Over the course of the past four years since Act 200, Task Force meetings were 

convened by the Chairs of the Senate and House Human Services Committees to 
determine various strategies to implement the MBI Program. Attached to our testimony 
is a Summary Report of the MBI Task Force that describes a summary of its activities 
and a recommendation that is considered a feasible and practical option as an interim 
step to implement a full MBI Program. HCR 11 addresses the recommendation for the 
Department of Human to implement an Earned Income Disregard Program for workers 
with disabilities.  The Council strongly supports this option as an interim mechanism and 
is fully supported as a workable one by DHS. 

 
We appreciate the Legislature’s involvement with the Task Force and 

perseverance in addressing options for individuals with disabilities to become employed 
and maintain their access to Medicaid benefits.   
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The Honorable Dee Morikawa 
Page 2 
March 15, 2017 
 

Thank you for the opportunity to submit testimony in strong support of HCR 11. 
 
 Sincerely, 
       
  
 Waynette K.Y. Cabral, MSW  Josephine C. Woll 
 Executive Administrator   Chair 
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Summary Report of the Medicaid Buy-In Task Force 
Twenty-Ninth Legislature 
Regular Session of 2017 

 
March 2017 

 
 
Act 200, Session Laws of Hawaii 2012 established a joint legislative Task Force to 
explore the development and possible implementation of a Medicaid Buy-In (MBI) 
Program for working individuals with disabilities based on Hawaii’s current Medicaid 
income and assets limits. The Task Force meetings have been convened by the Chairs 
of the Senate and House Human Services Committees on a regular basis since 2012.  
The Task Force included representatives from the Department of Human Services 
(Division of Vocational Rehabilitation, Med-QUEST Division, Ho’opono), Department of 
Health (Developmental Disabilities Division, Adult Mental Health Division), Department 
of Labor and Industrial Relations, Aloha Independent Living, Aloha State Association of 
the Deaf, Consumer Family and Youth Alliance, Disability and Communications Access 
Board, Hawaii Association for the Blind, Hawaii Centers for Independent Living, Hawaii 
Disabilities Rights Center, Hawaii Families as Allies, Hawaii Waiver Providers 
Association, National Federation for the Blind, State Council on Developmental 
Disabilities, State Rehabilitation Council, University of Hawaii Center on Disabilities 
Studies, Workforce Development Council, and representatives from each of the 
Counties of Hawaii, Kauai, and Maui, and other advocates. 
 
Act 200 dissolved the Task Force on June 30, 2013.  Legislation was initiated during the 
2013 Legislative Session to extend the Task Force until June 30, 2014.  That passed 
and was enacted as Act 32, Session Laws of Hawaii 2013.  Several bills were 
introduced during the 2013, 2014, 2015 Legislative Sessions to implement a MBI 
Program. HB1236 and SB 481-Relating to Persons with Disabilities were introduced 
during the 2015 Legislative Session to implement a MBI program, and to establish and 
appropriate funds for the working disabled adult’s eligibility group to expand access to 
Medicaid for workers with disabilities. Despite strong support & advocacy from the Task 
Force and House and Senate Human Services and Finance and Ways and Means 
Committees, the Legislature did not pass the bills to implement the MBI program.  
Although the Task Force membership dwindled after June 30, 2014, it continued to 
meet during the Interim (2015-2016), to review the MBI costs for working individuals 
with disabilities.   
 
In its commitment to establish the MBI, program, the Department of Human Services 
(DHS) initiated a budget request and was included on the Governor’s budget request for 
the Legislature to consider in the Regular Session of 2016. The request would add 
funds for Ticket to Work Medicaid State Plan Services.  The amount requested included 
$293,405A (State General Funds) and $344,155N (Federal Funds) for FY 2017. These 
funds would allow DHS to establish and implement the MBI program for individuals with 
disabilities.  This program would enable individuals to seek and obtain employment  
while maintaining their Medicaid benefits.  The request received overwhelming support 
from the House and Senate Human Services Committees. However, during the 
Conference Committee meetings in the last week before the legislature was scheduled 
to adjourn, the budget was zeroed out and no funds were appropriated to DHS for the 
MBI program. 
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The MBI Task Force met during the 2016-2017 Interim to further discuss the costs and 
benefits, identify, and recommend viable options to establish the MBI program. Below is 
background information and facts about the MBI program, and recommendations from 
the Task Force.  
 
Background Information and Basic Facts about the MBI program: 
 

 Hawaii has had a strong history of caring for its people. Persons with disabilities 
want to work. The array of Medicaid health benefits has permitted many people 
in our community to be productive members of our society as a result of Hawaii's 
comprehensive health program for people of humble means.  

 
 Hawaii has the opportunity to provide a greater opportunity for persons with 

disabilities to work to their full potential and not jeopardize their eligibility to 
receive Medicaid benefits through an interim administrative step to provide an 
income disregard for the next few years and a more permanent Medicaid Buy-In 
program in future years.  

 
 The current Department of Human Services Administration supports the 

implementation of MBI and the interim step of an earned income disregard. 
 

 The state first began talking about the MBI program with the Centers on 
Medicare and Medicaid Services (CMS) in 2005 during an eight-year Medicaid 
Infrastructure Grant, during which then Governor Linda Lingle committed to the 
implementation of the MBI program. 

 
 On a regular basis, persons with disabilities report to their case workers that they 

cannot accept work opportunities because they would lose their benefits under 
the Med-QUEST Division’s Aged Blind and Disabled (ABD) group coverage, 
particularly those who have Social Security Disability Insurance (SSDI). 

 
 MBI allows working people with disabilities to retain medical coverage they need, 

as primary or secondary coverage, by paying premiums on a sliding scale, as 
defined by the state and CMS. 

 
 CMS offers MBI as an optional group through the two legislative routes, federally:  

(i) the Balanced Budget Act of 1997, and  
(ii) the Ticket to Work and Work Incentives Improvement Act of 1999 

 
 Hawaii is one of four remaining states in the U.S. that has not adopted this group 

coverage for working people with disabilities. The other three states are 
Alabama, Florida, and Tennessee. 

 
 

 Most persons with SSDI have Medicare, after a 24-month waiting period. While 
this covers many expenses, Medicare is generally an 80/20 plan that leaves 
significant copays for the individual to pay if Medicaid is removed. Moreover, 
there are important pharmaceuticals, services, and equipment not covered under 
Medicare that individuals currently get under Medicaid and would lose without a 
MBI. 
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 Currently, Hawaii underutilizes a federal work incentive called 1619(b), which 
enables Supplemental Security Income (SSI) recipients to keep Medicaid while 
earning up to $3,162 per month.  

 
 While the Pre-Paid Health Act (PPHA) guarantees private health insurance to 

employees who worked 20 hours or more a week for four consecutive weeks, 
most people with disabilities go to work part-time for months and years at a time 
before they make it to this level, if they are able. PPHA does not meet the need 
for working people with disabilities. When they do reach this level of work, many 
will need Medicaid as a secondary coverage to access Home and Community 
Based Services (HCBS). 

 
Recommendation: 
 
Based on numerous meetings and discussions, the Task Force identified what would be 
the most viable option to recommend for the Legislature to take action in implementing 
a MBI program. The Task Force considered the support of the Governor, his 
Administration, and the Legislature, the State’s fiscal climate, and immediate impact for 
working individuals with disabilities. In essence the Task Force recommends the 
implementation of an interim step that would involve DHS to amend their administrative 
rules to change the Medicaid eligibility rules for people with disabilities ages 16-64 to be 
allowed an earned income disregard of 138% of the federal poverty level which would 
be $1,140 per month for a family of one.  This interim step (earned income disregard) 
would take place instead of a full MBI program at this time.  DHS can evaluate the 
program, and hopefully expand to the full MBI in the future. The program has the 
advantage of also raising/changing the asset limits, which would allow for the targeted 
population to accumulate savings and become more independent. 
The earned income disregard may cost more money, however, it is believed that the 
potential increase would be essentially absorbed/lost within the normal caseload, 
cost/utilization, and FMAP (Federal Medical Assistance Percentage) fluctuations of the 
Med-QUEST Division’s budget.  
 
In light of the overwhelming support of the above, the Task Force strongly feels that 
legislative acknowledgement and support for the earned income disregard option is 
needed through a resolution to designate and direct DHS to implement this option.  The 
implementation and evaluation of the earned income disregard option would justify 
DHS’s request for a full MBI program in the future, that would include a budget request; 
the need to be able to state why the incremental increase won’t be as large as what the 
request was in the previous year; and provide the basis for legislative authority to 
implement the MBI program in the future. The earned income disregard option is an 
interim measure with the goal of establishing and implementing a full MBI program. 
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todd2 - Chloe
From: mailinglist@capitol.hawaii.govSent: Tuesday, March 7, 2017 6:25 PMTo: HUStestimonyCc: louis@hawaiidisabilityrights.orgSubject: *Submitted testimony for HCR11 on Mar 10, 2017 09:30AM*

HCR11 
Submitted on: 3/7/2017 
Testimony for HUS on Mar 10, 2017 09:30AM in Conference Room 329 

Submitted By Organization Testifier Position Present at Hearing 
Louis Erteschik Hawaii Disability Rights 

Center Support No 
 
 
Comments:  
 
Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or 
directed to the incorrect office, may not be posted online or distributed to the committee prior to the 
convening of the public hearing. 
 
Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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todd2 - Chloe
From: mailinglist@capitol.hawaii.govSent: Tuesday, March 7, 2017 3:33 PMTo: HUStestimonyCc: mendezj@hawaii.eduSubject: *Submitted testimony for HCR11 on Mar 10, 2017 09:30AM*

HCR11 
Submitted on: 3/7/2017 
Testimony for HUS on Mar 10, 2017 09:30AM in Conference Room 329 

Submitted By Organization Testifier Position Present at Hearing 
Javier Mendez-Alvarez Individual Support No 

 
 
Comments:  
 
Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or 
directed to the incorrect office, may not be posted online or distributed to the committee prior to the 
convening of the public hearing. 
 
Do not reply to this email. This inbox is not monitored. For assistance please email 
webmaster@capitol.hawaii.gov 
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  State of Hawaii 
      Hawaii House of Representatives 

 
Committee on Human Services 

The Honorable Representative Dee Morikawa, Chair 
The Honorable Representative Chris Todd, Vice Chair 

 
March 15, 2017; 9:30 a.m. 

Conference Room 329 
HCR11 Encouraging the Department of Human Services Med-Quest Division to 

Implement an Income Disregard Program for Workers with Disabilities 
 
Good afternoon, Chair Morikawa, Vice Chair Todd, and members of the 
Committee on Human Services.  
 
Lanakila Pacific strongly supports HCR11. Hawaii is one of only four states 
yet to establish a Medicaid Buy-In Program, creating a sense of urgency to 
offer equitable opportunities to our citizens with disabilities as other states 
have offered to theirs.  

 
More needs to be done to promote employment of people with disabilities.  
According to the U.S. Bureau of Labor Statistics, in 2015, only 17.5% of people 
with disabilities were employed compared to 65% of those without disabilities.  
Many people with disabilities want to work but worry that doing so could 
jeopardize their vital health coverage.  Expanding access to Medicaid would 
provide people with disabilities who are interested in working the opportunity to 
get or keep health coverage while on the job. 
 
This not only benefits the individual’s self-esteem, it also contributes to their self-
sufficiency and independence.  More people with disabilities working means 
more consumers to put money back into the economy, more contributing 
taxpayers, and better use of state resources. 
 
It is important to note that the Medicaid Buy-In Task Force’s Summary Report 
includes a recommendation to implement the Earned Income Disregard option on 
page 3 as an interim measure as we continue to work towards implementation of 
a full Medicaid Buy-In program. 
 
Lanakila Pacific is a 77 year old Hawaii-based non-profit organization.  Our 
programs include employment training and job placement assistance for people 
with disabilities. 
 
Thank you for the opportunity to provide testimony in support of this measure. 
 
Respectfully submitted,  
 
Marian E. Tsuji Lori Lutu  Kimberlee Auten   
President & CEO Director of TLC Vocational Rehabilitation Manager 
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