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Employer Responsibility in Massachusetts
· Massachusetts employers have been key partners in the successful implementation of the Commonwealth’s landmark health reform law (Chapter 58 of the Acts of 2006)

· High levels of ESI coverage have been maintained (77% offer rate in MA vs. 69% nationally)

· Helped educate workforce about individual mandate and health reform 

· Chapter 58 employer responsibility policies:

· Fair Share Contribution

· Free Rider Surcharge

· Section 125 Requirement

· Employer/Employee Health Insurance Responsibility Disclosure
Slide 3
Refresher on the Fair Share Contribution Program (FSC)
· The Fair Share Contribution (FSC) program requires all employers with 11 or more full-time equivalent employees (FTEs) to make a “fair and reasonable” contribution toward the health care costs of their workers. Employers that do not make a “fair and reasonable” contribution are assessed up to $295 per FTE annually

· Regulations set by DHCFP (now CCA) and filing/collections/audits administered by DUA

· Generates approximately $17 million annually

· Vast majority of employers (upwards of 95%) meet the standards and do not owe a liability
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ACA Employer Assessment
· Starting in 2014, § 1513 of the Affordable Care Act (ACA) assesses employers with 50 or more FTEs who have full-time workers* utilizing premium tax credits through an Exchange (the Health Connector) 

· For employers who don’t offer coverage, assessments are $2,000 per full-time worker, excluding the first 30 workers

· For employers who offer coverage but it is either unaffordable (above 9.5% of a worker’s household income) or provides insufficient coverage (less than 60% actuarial value), the employer must pay the lesser of:

· $3,000 annual assessment for each full-time employee who obtains government-subsidized coverage (APTC) through an exchange; or

· $2,000 per full-time employee obtaining an APTC through an exchange, excluding the first 30 workers 

· On December 28, 2012, the IRS and Department of Treasury issued an NPRM and Q&As on the Employer Shared Responsibility provisions under Section 4980H which was added to the IRS Code by ACA §1513 
· * The ACA defines a “full-time employee” as an employee who is employed on average at least 30 hours per week.
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Recent Legislative Changes to Employer Responsibility in MA
· The recent health care payment reform law (Chapter 224 of the Acts of 2012) transferred a set of employer responsibility policies, including Fair Share Contribution, HIRD, and Free Rider Surcharge from DHCFP to the Health Connector

· Policy changes to Fair Share Contribution:

· Minimum size of employers subject to policy raised from 11 to 21

· Employees with access to other sources of coverage not included in take-up calculation

· Expected impact: significant reduction in revenue for program and increase in technical complexity of filing/tracking FSC information for employers
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Other Health Financing Related Employer Responsibilities
· In addition to the Chapter 58 responsibilities for employers, Massachusetts employers also pay Unemployment Health Insurance (UHI) assessments that are used to finance the Medical Security Program (MSP)

· The MSP provides insurance coverage for unemployed, low-income residents

· However, in 2014, because of the ACA, residents covered by the MSP will become eligible for coverage via the Health Connector and MassHealth
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Process Steps
· Interagency ACA Employer Work Group analyzed and considered a number of policy options and approaches, beginning in 2010 

· Perspectives from employer groups and consumer advocates were solicited in a number of formal and informal venues over the last several months and years
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Process Steps (cont’d)
· Driving questions behind stakeholder engagement and internal state agencies’ decision making process:

· What role should employers and employer responsibility policy play in the Commonwealth’s continued efforts to expand coverage to all residents?

· Are there lessons we can build on from our own experience with employer responsibility in Massachusetts?

· What other considerations should be made as the Administration approaches this issue?

· Heard a variety of perspectives, but common themes included:

· Avoiding “double penalties”

· Easing administrative burden/complexity for employers

· Simplicity and predictability for employers

· Continued role for employers in Massachusetts’s “shared responsibility” for health coverage and health reform
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Governor’s Proposal
On Tuesday, January 8th, Governor Patrick filed
“An Act to Support Employers in the Commonwealth,” which would:

1. Freeze the UHI rate

2. Eliminate the Fair Share Contribution program

3. Eliminate the Medical Security Program and the Unemployment Health Insurance employer assessment that funds it

4. Create a new health insurance responsibility contribution that will provide funds to the Health Connector and MassHealth for subsidized care for low-income Massachusetts residents
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Governor’s Proposal (cont’d)
· MSP Trust Fund currently has an accumulated deficit of approximately $80 million

· However, the deficit is shrinking due to MSP Direct Coverage procurement-related savings, increased employer contributions to the Trust Fund, and reductions in MSP caseload

· Proposal holds UHI payments steady through 2013 in order to pay off deficit
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Governor’s Proposal (cont’d)
· As of 1/1/2014, eliminate MSP (since members will move to MassHealth and Health Connector and it is no longer needed)

· Retain employer assessment that had been used to fund MSP, but lower the amount from “4x” ($67.20 per worker) to “3x” ($50.40 per worker)

· Set up new “employer responsibility trust fund” for these assessments, and use funds to help support subsidized coverage for low-income individuals enrolled in MassHealth and Health Connector
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Governor’s Proposal (cont’d)
· Effective June 30, 2013, the legislation will eliminate the Fair Share Contribution Program (FSC). The ACA has a similar policy for employers with over 50 employees, effective in 2014, that could result in double-penalties if the two policies were to coexist

· Logic behind 6/30/13 effective date is to avoid requiring employers or the Commonwealth from having to implement technical changes to FSC included in Chapter 224 for a short period of time

· The elimination of FSC will:

· Save significant administrative costs for Massachusetts employers; 

· Allow time to prepare for the implementation of the ACA provision; and 

· Ensure the state is streamlining possibly duplicative programs and assessments
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Next Steps
· Legislative process

· Ensuring that employers are prepared for and informed about upcoming changes that affect them at both state level and per ACA

· Interagency Employer Work Group reconvening and planning for outreach efforts this year

