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Massachusetts Legislative Proposal to Achieve Universal Health Care Coverage: Summary of H.B. 4850

On April 5, 2006, the Massachusetts legislature passed legislation dramatically expanding coverage to the uninsured in the Bay State.  The measure is intended to cover between 90 and 95 percent of the state’s uninsured population, or approximately 515,000 individuals, within three years.  The legislation combines an individual mandate for coverage for those able to afford it with assessments on certain employers not providing coverage.  While Governor Mitt Romney has the ability to make line item vetoes in this legislation, most observers believe he will sign it without major changes.  He has until April 15, 2006 to act. 

The bill requires individuals to obtain coverage by July 1, 2007 and creates a sliding scale subsidy to enable lower-income individuals to purchase protection.  The legislation also allows small employers with 50 or fewer employees to buy insurance with pretax dollars.  Small employers with more than 10 workers that do not provide insurance will pay a "fair share contribution" of up to $295 per employee per year.

The employer “fair share” payments required under the Massachusetts approach differ from those required under the so-called “Wal-Mart” legislation enacted in Maryland.  While the Maryland assessment mechanism targets employers with more than 10,000 employees who do not provide health coverage, the Massachusetts’ proposal reaches all employers with 11 or more employees.  Further, neither the Maryland law nor any of the look-alike bills introduced this year penalize individuals without health insurance.   

More specifically, the proposed legislation addresses:

· Individual responsibilities
· Requires all residents for whom an affordable health insurance product is    
      available to obtain coverage.
· Gives single adults earning less than $9,500 a year access to health coverage with 
no premiums or deductibles.
· Allows those living at up to 300 percent of the poverty level, about $48,000 for a 
family of three, to purchase subsidized coverage with no deductibles.
· Provides for coverage to be verified through a database of covered individuals.  Any individual not having coverage will lose a personal exemption for the tax year 2007, increasing in subsequent years to a portion of what the person would have paid toward an affordable premium. 

· Creates penalties (for individuals able but unwilling to purchase coverage) which reach 50% of an available premium beginning January 1, 2008.  

· Employer responsibilities
· Requires employers with 11 or more employees not offering coverage to their employees to contribute annually a “fair share contribution” of approximately $295 per employee.
· Imposes a “free rider surcharge” on employers who do not provide health coverage when employees receive free care.  This surcharge is triggered when an employee receives free care more than three times, or an employer has five or more instances of employees receiving free care in a year.  This surcharge will range between 10% and 100% of the state’s cost of services provided with the first $50,000 per employer being exempt.
· Fair share contributions and free rider surcharges are deposited into a fund to be used to subsidize premiums for those who qualify for it and increase Medicaid reimbursement. 

· Commonwealth Health Insurance Connector
· Allows small businesses to purchase health insurance with pre-tax dollars.  It allows for portability of insurance as individuals move from job to job and permits more than one employer to contribute to an employee’s premium.

· Offers qualified private-market coverage from carriers approved by the Connector. 

· Provides a new range of products for young adults (19-26) tailored to meet their needs, including providing first dollar coverage for primary care.

· Determines what policies are “affordable” for purposes of excusing individuals from purchasing coverage.

· Provides for producer commissions for individuals enrolled through the Connector. 

· Insurance market changes

· Merges the small group and individual rating laws by replacing the current “case characteristics” approach for rating for small employer coverage with the “rate basis type” approach currently required for individual coverage.  It creates a rate band for small groups of .66 to 1.32 and only allows use of age, industry, participation, wellness program, and tobacco use within the band.  It also limits adjustments outside of the band to reflect benefit level, geographic region, individual v. small group, and group size.  Health status will not be allowed as a rating factor. 
· Completes the merger of the small group and individual markets by applying all requirements for small group (up to 50 employees) coverage to individual coverage beginning July 1, 2007.  

· Creates a commission to study the impact of the merger of the markets with a report due to the legislature by December 31, 2006.

· Places a moratorium on new mandated benefits but requires policies sold through the Connector to include all current mandates.

· Requires dependents’ coverage to continue for young adults until they reach age 25 or 2 years after their “loss of dependent status” (whichever comes first). 
· Clarifies that HMOs may offer high deductible health plans in conjunction with HSAs. 

· Creates a new Health Care Access Bureau in the Division of Insurance to oversee development of “affordable health plans.” There is little in the legislation that helps defines what an affordable plan would look like and it will be up to the Division to approve them.  

· Commonwealth Care Health Insurance Program

· Provides coverage for individuals who earn less than 300% FPL ($48,000 for a family of 3) and are ineligible for MassHealth (Medicaid program). 

· Sets sliding-scale premiums based on household income.

· Offers qualified private market coverage, but participation until July 2009 is limited to managed care organizations covering MassHealth enrollees as of July 2006.  


· Insurance Partnership Program

· Expands employee eligibility to 300% FPL for participation in the current Insurance Partnership Program, which subsidizes premiums for lower-income employees of small businesses with fewer than 50 employees.

· MassHealth  (Medicaid Program)

· Creates a wellness program under MassHealth, the state’s Medicaid program, and requires premium and copayment reductions for enrollee compliance.

· Expands community outreach programs, restores previously-cut benefits, and increases provider reimbursement.

· Health Safety Net Office

· Replaces the current Uncompensated Care Pool with a trust fund administered by the Health Safety Net Office.  Current surcharges on third-party payors remain in effect. 

· Health Disparities Council 
· Creates a Health Disparities Council to make recommendations to reduce racial and ethnic health disparities.  All hospitals will be required to collect and report data related to race, ethnicity and language.  

PAGE  
2

