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What is Insure Montana?

* A two part program meant to make health
benefits more affordable for small employers
and their employees
— Tax Credit Program
— Purchasing Pool Program

® Funded by tobacco tax revenue

* Realization of voter’s intent through 1-149
(2004)

* Authorizing legislation passed in 2005 . 5ove

Initiative 149 (2004)

* Raised tobacco taxes by approx. 140%

* Reserved tobacco tax revenue for:
— Additional enrollment in CHIP
—Increased Medicaid services and provider rates
— Prescription drug program (Big Sky RX)
— Programs to help small businesses provide
employee health insurance (Insure Montana)

¢ Approved by voters 63% to 37%
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Insure Montana Eligibility

e Eligibility requirements for IM include:
— Must have 2-9 eligible employees
* Generally a 30-hour or greater work week

¢ May include employees who work 20-40 hours per
week at employer’s discretion

— May not have an employee (excluding owner) who
earns more than $75,000/year from the business

— Must not have delinquent state tax debt
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Insure Montana Eligibility, cont.

® For the Purchasing Pool program:

— Business may not have offered a group health
benefit plan within the past 24 months

e For the Tax Credit program:
— Business must be offering a group health benefit
plan at time of application
* No business is eligible for both programs at
the same time
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IM Tax Credit Program

e The value of the refundable Insure Montana tax
credit is calculated as follows:

— Up to $100/month for each employee, plus
* (If the average age of employees is 45 or above, the maximum tax
credit per employee is $125/month)
— Up to $100/month for each covered employee spouse,
plus

— Up to $40/month for each covered employee dependant
(max 2)




IM Tax Credit Program, cont.

* The total tax credit cannot exceed 50% of the
employer’s contribution toward premiums

® 2011 budget shortfall limited tax credits
to 70% of allowable credit in FY 12

* Attrition and audits will allow IM to increase the tax
credit to 87% in FY 13
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Tax Credit Program

Tax Credit by the Numbers — December 2012 v

Businesses 700 Lives 4,085
Average Annual Tax Credit $3,716*
Businesses on Wait List 106

Annual Budget $3,401,041

Average annual tax credit in FY12 was 70% of the allowable credit

IM Purchasing Pool Program

® The Insure Montana Purchasing Pool program makes two
kinds of monthly payments:
— Premium Assistance payments directly to employees
— Premium Incentive payments directly to employers

* Businessesin the Purchasing Pool choose one of three plans
managed by IM or one of nine qualified association plans

* If the business pays 100% of the premium, no assistance
payments are made to employees

¢ If the employer earns more than $75,000/year, the employer
does not receive an assistance payment
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Purchasing Pool Program

Purchasing Pool by the Numbers — Décember'ZOIZ -

Businesses 718 Lives 3,844
Businesses on Wait List 198
Average Annual Rate Increase 5.5%
Average Annual Incentive

E $3,466
to Business
Average Annual Assistance

b $1,586
to Employee
Annual Budget $6,351,562

Auditing and Efficiency -T

e Over the last biennium, Insure Montana audits
have resulted in $500,000 in savings
— Those savings have been rolled back into the
program to make up for the budget shortfall
¢ Insure Montana operates efficiently with only
6% administrative costs

1/28/2013

The Affordable Care Act

* Federal health care reform establishes two
exchanges in Montana:

— Individual Market Exchange: For individuals and families
to purchase policies from private insurers

— SHOP Exchange: For small businesses to purchase group
benefit plans from private insurers

* Exchanges are meant to help the currently uninsured

e Individuals, families, and small businesses can still
buy coverage outside the exchanges
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Benefits in the Exchanges

¢ Individual Market Exchange Benefits:

— Advanceable tax credits and subsidies to individuals and
families below 400% of the federal poverty level
* Family of four: $92,200
* Individual: $44,680

* SHOP Exchange:

— 2-year tax credit to employer for offering insurance
(sunsets for all employers in 2016)

Federal Tax Credits in the SHOP

* Eligibility requirements for SHOP tax credits:
— Fewer than 25 eligible employees

— No employee earns more than $50,000/year from
the business

— Cannot be a single-family business (owned and
operated by members of the same family)

— Employer must pay at least 50% of employee’s
premiums

SHOP & IM Tax Credits Compared

_ Insure Montana Tax Credit SHOP Tax Credit .

Eligibility * 2-9employees eligible to ® Fewer than 25 eligible employees
enroll in the group plan * Noemployee earns more than
* Noemployee earns more than $50,000/year from the business
$75,000/year from the * Cannot be a single-family business
business (excludes owner) (employing only family members)
Employer At least 50% of premium cost At least 50% of premium cost
Contribution
Maximum Credit No more than 50% of employer No more than 35% of employer
contribution contribution - cap raises to 50% in 2014
Sunset None 2016
Refundable Yes No
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SHOP Tax Credit Dual Eligibility

* |M Purchasing Pool will not be eligible for SHOP tax
credits

¢ Businesses in the IM Tax Credit program would be
free to purchase through the SHOP and receive both
tax credits (until 2016, when the SHOP credit sunsets)

— The calculation of the SHOP and IM credits prevents these
businesses from receiving a tax benefit greater than their
contribution toward premiums
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Individual Market Exchange

* Businesses will decide for themselves if dropping
coverage and shifting employees to the individual
market is appropriate

¢ Single-family businesses that are not eligible for
SHOP tax credits may move to the Individual Market
Exchange

Individual Market Exchange

¢ Tax credits and subsidies in the Individual Market are
provided on a sliding scale for those with household
incomes less than 400% of FPL
— Tax credits are advanceable based on projected income
— If a person’s income exceeds their projection, the IRS may
reclaim excess advanced tax credits at the end of the year
— Individuals on the edge of eligibility may prefer to take the
tax credit at the year’s end, rather than as installments
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Employer-Sponsored Coverage

¢ Promoting employer coverage is good public policy:
— Employer’s share of premiums keeps costs low for
employees
— Above 300% of FPL, employees receive greater tax benefit
through employer-sponsored coverage than individual
market exchange assistance
* 300% FPL for a family of four: $69,150
* 300% FPL for an individual: $33,510
— Employer coverage reduces strain on public programs
* Keeping employer coverage is good for business:
— Valuable recruitment and retention tool
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Employer-Sponsored Coverage

* Insurers can require businesses (with at least 5
employees) to enroll 75% of eligible
employees

* |f an employer drops below 75% enroliment,
the insurer may stop offering coverage upon
renewal

* |f too many employees opt-out of the
employer-sponsored coverage, the entire
business can lose its coverage

The CSI Vision for Insure Montana

* Businesses should be free to decide whether
they stay on IM or explore other opportunities

* If resources are available, the CSI should allow
more Montanans to benefit from a proven,
state-based program

* [fthe CSI can’t fill the program, unused

resources should revert and future funding
should be reduced
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The CSI Plan for Insure Montana
1. Restore base funding for Insure Montana
through the next biennium
2. Maximize efficiency by allowing IM to use its
full appropriation
3. Provide greater flexibility in employer size to
suit demand
4. Monitor markets and assess options to
transition
P
Restoring Funding
e The CSI has asked that the full IM
appropriation be restored
e If businesses choose to move to the
exchanges for assistance, available resources
will potentially allow the CSI to:
— Restore the tax credit to 100% (cut in 2011)
— Move wait-list businesses into the program
=
Maximizing Efficiency
e Current law only allows IM to spend 95% of its
appropriation each year
— 5%reverts to the tobacco tax fund
* HB 48 (McChesney) will allow IM to spend its full
appropriation to assist more businesses
* HB 48 also changes eligibility to ensure purchasing
pool assistance goes to those who need it most
— Removes 75,000/year requirement
—  Excludes individual employees who make more than
400% FPL without disqualifying the business e
‘7SI
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Providing Flexibility

® Current law allows the CSI to set eligible
employer size between 2 and 9 employees

* SB 27 (Larsen) will allow the CSI to adjust
eligibility up to 25 employees

* If IM has unused resources after the tax
credit is restored and the wait list is cleared,
the CSI can adjust eligibility to help more
small businesses

Elected Official Request: NP 3015
Restore Funding for Insure Montana

* This elected official request restores funding for
Insure Montana that was removed in the Governor’s
budget through DP3014.

FY 2014 $ 5,090,001
EY 2015 $ 10,206,715

Elected Official Request: NP 3002
Allow IM to spend full appropriation

* |If HB 48 passes, this request provides the additional
spending authority for IM to spend the 5% of its
appropriation that reverts to the tobacco tax account

FY 2014 $ 156,181
EY. 2015 $ 156,181
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Summary

Insure Montana was made by Montanans for
Montana’s small businesses

Until we have a better understanding of how
the SHOP will look and work, it is premature
to end Insure Montana

The CSI will evaluate the need for Insure
Montana moving forward, but there is clearly
a need today and through the next biennium
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