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The Massachusetts Law:
Ch 58: Why So Much Attention?

e Ambitious goal: Near universal coverage

e Transcends ideology
= Bipartisan support
= Combines policy solutions

= Partnership between federal government and
state

e Novel approaches

= |ndividual mandate, employer responsibility,
Insurance market changes




The Goal: “Near Universal” Coverage

Principles of Reform:
e Build upon the existing base: fill in gaps
 “Shared responsibility”

= Individuals

= Employers

= Government

e Shift financing from opaque bulk payments to safety
net providers (hospital-based) to health insurance for
individuals




How Will MA Get There?

e Expand and Restore Medicaid including SCHIP

e Establish independent health insurance authority,
Connector

e Subsidize coverage for low-income adults

e Change the insurance market to help individuals and
small businesses

e Develop an individual mandate

e Define employer responsibilities (for firms with = 11
employees)

«_Increase Medicaid provider rates
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Massachusetts Health Reform:
How Do the Pieces Fit Together?

Percent of State’s Total Uninsured Targeted by
Different Aspects of Law

Medicaid Expansion

19%
"Affordable

Products' and
Individual Mandate
(>300% FPL)
44%

Commonwealth Care
37%




Commonwealth Care: 170,000

Enrollment (thousands) as of the first of the month
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Individual Mandate (IM)

e Applies to all MA adult residents as of July 1, 2007
(must be enrolled by December 31, 2007)

e As long as “affordable” coverage is available
e Standard of affordability set by the Connector

e Minimum acceptable benefit package (“Minimum
Creditable Coverage”) set by the Connector

e Enforced through state tax system




What'’s the Policy Role of the IM?

e (Getting as close as possible to universal coverage

= Voluntary system, even with employer mandate would not
require workers to take up the offered coverage or affect
non-workers, a group with high rates of uninsurance

= Also encourages those eligible for public coverage to enroll

e Helping keep coverage more affordable

= |n voluntary health insurance system, people with low
medical expenses more likely to go without coverage

= Produces less money in overall insurance pool and higher
premiums for those with insurance

e Reducing spending on “uncompensated care”




How Is Enrollment Going?
300,000+ Newly Enrolled

85,000 85,000
90,000 - enrolled enrolled

80,000 - 70,000
70.000 - 60,000 enrolled
60.000 - enrolled
50,000 -
40,000 -
30,000 -
20,000 -
10,000 -

O x = | | |

Plus benefit |Medicaid <100% 101-300% Private

restorations to
~600,000 people Commonwealth Care




Employer Responsibilities

e Fair Share Contribution

Make “fair and reasonable” contribution to health
Insurance or pay assessment (no more than
$295 per employee per year)
= Employee take-up rate of 25% or more, or
= Offer to pay 33% toward cost of coverage

e Offer Section 125 Plans or could be subject to Free
Rider Surcharge

Allow employees to make pre-tax contributions to health
Insurance or pay “fair share” charge

e Applies only to employers with = 11 full-time
employees
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Challenges Ahead

e Education, outreach and enrollment

e Sustaining public support

e Ensuring access for the newly insured

e Financing — strong state economy

e Continued federal support for waiver renewal

e Maintaining strong safety net for those who will
remain uninsured

e Moderating health care cost trends
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Individual Mandate: The Benefits
(Minimum Creditable Coverage - 1/09)

Benefits

Preventive and primary care (at least 3 visits prior to deductible)

Emergency services, hospitalization benefits, ambulatory patient
services, mental health services and all state mandated benefits

Prescription drug coverage

Cost-sharing

Deductible capped at $2,000 for individual coverage and $4,000
for family coverage

Separate drug deductible may not exceed $250 for individual
and $500 for family coverage

Maximum out-of-pocket spending for in-network services
capped at $5,000/$10,000

Must include the upfront deductible, most co-insurance, and any
services that require $100 or more in co-payments
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Mental Health and Substance Use
Benefit Inclusion: Economic Alignment

e As state mental health authority Department of Mental Health
represented MH/SU interests

e Presence of strong MH/SU advocates including legislature
e Previous passage of parity legislation

e |ssues considered
. Broadness of the benefit/ imposition of caps
. Originally no inclusion of SU conditions

. If MH/SU not included, costs appear elsewhere (emergency departments
for substance use conditions and hospitals for mental health conditions)

. Uncompensated care pool (UCP) funds support EDs and hospitals

- Mined the data to understand the trends
m MH and SU conditions are drivers in the UCP

. With exception of emergency screening programs (ESPs) and Department
of Public Health (SU agency) no payer for the uninsured and routine
mental health and ambulatory substance use conditions services

e Comprehensive benefit made sense
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Environment: How Comprehensive a
Benefit?

Connector established Commonwealth Care > 19 yo

It is a Medicaid program under waiver: population <100%
FPL (<$10,000)- mirrors MassHealth

Many wanted <300% FPL ($31K) to mirror the MassHealth
benefit

Although population not MassHealth eligible, many hold
low paying jobs & instability in job retention; employers
may cut jobs

State did not want people’s benefit level changing as they
maintain job and/or move on/off MassHealth

Ch 58 mandated Commonwealth Care contract with
Medicaid MCOs (4)

MMCOs implemented same benefit as MassHealth
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Connector Approach

Independent public authority overseen by Board
of 10
Designed to be insurance exchange agency

e Standardize benefits

e Assure more affordable coverage options (complement
small group /nongroup market merger)

e Resolve key policy decisions

Nonprescriptive in benefits (1P/OP)
e Site of benefits critical as $ not following person
e Need broadly based community benefits

Connector subsidized benefits
Co-pays same as MassHealth
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Policy Issues

e Should government mandate insurance?

e How to share responsibility/ encourage fair share
among individuals/employers/ government?

e Avoid putting employers out of business

e Federal/state negotiations: without reform
potential to lose $350M

o Affordability: <300%FPL subsidized

e No political will for expansion of Medicaid rather
than insurance reform

e |ink to taxes and tax returns
e Phase In penalties

16




Additional Information




Individual Mandate:
The Affordability Schedule

SINGLES

Annual Income
$0 - $15,315
$15,316 - $20,420
$20,421 — $25,525
$25,526 — $30,630
$30,631 - $35k
$35,001 - $40k
$40,001 - $50k
Over $50k

Monthly
Premium
$0
$35
$70
$105
$150
$200
$300
Affordable

COUPLES

Annual Income
$0 - $20,535
$20,536 - $27,380
$27,381 - $34,225
$34,225 - $41,070
$41,071 - $50k
$50,001 - $60k
$60,001 - $80k
Over $80k

Monthly
Premium
$0
$70
$140
$210
$270
$360
$500

FAMILIES WITH CHILDREN

Annual Income

$0 - $25,755
$25,756 — $34,340
$34,341 - $42,925
$42,926 - $51,510
$51,511 - $70k
$70,001 - $90k
$90,001 - $110k

Affordable Over $110 k

Monthly
Premium

$0
$70
$140
$210
$320
$500
$720

Affordable
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Subsidized Insurance:

Commonwealth Care

Welcems to Commenwealth Care

Reglster Tha Commanwealth Care Health Insutanta Prograrm

Health Information (Commomvealih Care) 1S a program rn by the Commonwealtn
Health Insurznee Connector This prograrm connetts qualified

Hews Mascachusefts residents with sffordable health insurance fthey do
mal hawe it

Gormmorwealth Cars provides health inaurance coverage that
Fgets mary heslth care nesds, INcluding dottor oflte visits,
inpatient hospital care, pharmacy benafits, mentzl healih and
zubstance zbuse senices, and more

Need help?
Call us.

1-877-MA-ENROLL

Commonwealth

““‘ -

52 PM Thy, 07 Dec oall

® Yvantto ind outinyod are
Efigible for
Commonwealth Care
benemite? Click here.

# Ifyou zr= already eligible
for heneiils, Renister for
onllng gemlces and
Enroll Howe

* Forgotyour password?
Click here for halp.

® Callour Hendly
tustomer semice agenis
ifyau have any
quastong:
1-BT7-hA-ENROLL

Geting Startad

"REGISTER

" TAKE CUSTOMER SURVEY

Provider Loekup

First Hame [~
Last Harme ’—
Zip Code

Monthly Premium Schedule

FPL

Individ
ual

Couple

Couple
with
children

<151%06

$0

$0

$0

150.1 -
200%0

$35

$70

$70

200.1 —
250%0

$70

$140

$140

250.1 —
300%0

$105

$210

$210
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Commonwealth Choice:
(Mostly) Standardized Benefit Plans

Tier Benefits

Average monthly cost = $285 (without drugs) to $570 (with RX)
Gold No or small payment when you go to the doctor or stay in the
O hospital

Choice of large number of doctors and hospitals
Average monthly cost = $225 to $420

i $15 or more each time you go to the doctor

Silver

Young
Adult

Additional cost-sharing required at point-of-service
Some plans may limit which doctors and hospitals you can use

Average monthly cost = $146 to $280

$20 or more each time you go to the doctor

Highest amount of cost-sharing required at point-of-service
Some plans limit which doctors and hospitals you can use

Average monthly cost = $104 to $205
Highest cost-sharing required at point-of-service
Most plans include an annual benefit maximum

Only available to people between the ages of 19 to 26, without
access to employer sponsored insurance




The Biggest Challenge to Sustaining
Coverage Expansions

Increases in Health Insurance Premiums Compared to Other Indicators,

1988-2007
18% - 18.0% —o- Health insurance premiums
16% - Overall inflation
14% 1 —&—Workers earnings
12% ~ :
12.0%
10% ~

8% -

6% -

4% - /\‘\‘\k—‘—

204, A—-A</,

0% — T T T T T
1988 1990 1992 1994 1996 1998 2000 2002 2004 2006

* Source: Kaiser Family Foundation.

21




Individual Mandate: The Tax Form

W5 E-mail comments or suggestions

I Sl rp all g fordp@dor.slate. ma. us
FIRAT HAKE M. LAST MAME ! = S0 AL BECLUAITY NLUMEEF

Health Care Information. You muest encloze this schedule with Form 1 or Form 1-NR/PY. 20

Az a reau k of the new health cars s, moet Messach usettz residents age 18 and over are required to haee haalth insurancs, if it is sffordabk to tharm, Thoze
who did not hawa haalth insurancs by Decambsar 31, 2007 may loss thar parsonal exem ption. This schedule must bs completed by all full-pear residants
and cartain part-year residants (ses irstructions) age 18 and over to detarmins the amount of thair personal sxemption.

Completing Schadula HE: F you REVE ather private or govarnment-subsidized health insurance, you 00 nead to com plets page 1 of Schedula HC. Aftar
complating page 1 of this scheduls and entaring your personal esem ption amourt on Form 1 or Form 1-MASPY, you should cordinus com pleting your
inorms o return.

If wou fand your spouss if married filing jointk) do nol hawa health insuranca, complets line 1 bslow and the approprists irformation on page 2.
Hote: Scheduls HG must ba enclozad «ith your Form 1 or Forrm 1-MBSPY, Failure to do =0 will delay the procsssing of your rsturm.,
CATE oF BRH SFILESE E DATE OF EIRTH

= Fill in if under aga 18

1 Did you jor your spouss if married filing a joint rsturm) have health insurance ae of Decamber 31, 20077 {2es instructions) . . . You: Was Hix
Spouse: Yaa Hi

If wou (and your zpowss, if rarried filing a joint raturn) answear ez in line 1, complte lines 2 or 3 balow, whichever iz appropriate. Alzo, enter one
af the following amountz on line 2a of Form 1 or line 4a of Farm 1-MRPY: $4.125 if singls or married filing & separate return; 36375 if head of
housshold; or $8,250 i married filing a joint returm and continue campleting your tax raturn.

If wou ars filing a jeint return, and ons spouse answars Yes but the other answare Mo, the spouss who ansesrs Yas must com plete lines 2 or 3
balow, whichever is appropriate, and the spouse who answara Mo must go to line 4a on page 2. If both ansesrs ars No, 9o ta line 4a an paga 2.

2 FRNVATE HEALTH INSURAMGE: I aither you aryour spouss have private haahth insuranca, such as coverage provided by yoursmploger or purchessd
an your own, comphsta the information baloe. Hole: F you are married filing a joint rsturn and your spouse is coversd undar your insurance plan,
wou must cormplats DOIN Parts 1 and 2 baloe

Part 1. Your Health Insurance

MAME OF INELUR AN CE COMPAMNY OF SO IS TRATOR (Tiam bod 1 ol Fome M 1008 HCY

I [N N [N N [ N [N [ [ [ [N [N Y O A U Y Y O [ [N S [ N O N O
FEDEFAL IDENTFICATION RUMBEFR OF MEURAMCE CO. [fram bux 2 ol Forre BA 10 HC| SUBECABER MUSEER dram box 7 ol Forre W 1008 HCY
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Employer Survey

Employers Offering Health Insurance
Nearly three-quarters
Percent of Employers of Massachusetts

employers offer

health insurance to
their employees.

The Massachusetts
employer offer rate has
held steady, even as
the employer offer rate
nationally declined from
68% to 60% between
2001 and 2007, as
reported in the Kaiser/
HRET survey.

2001 2003 2005 2007

Note: The changes from year-to-year are not statistically significant.
Source: DHCFP Employer Survey for 2001, 2003, 2005, and 2007. Naticnal data from the Henry ]. Kaiser Family Foundation/Health Research and Educational Trust Employer Benefits
Survey, 2001-2007.
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Support for Health Reform Law

Support 6/%

Oppose 16%

Don't know 16%

Note: Of those who had heard of law.
Harvard School of Public Health/BCBS of Mass. Foundation/KFF June 2007
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