LD 1333 –Maine returns to health insurance normalcy 

By Rep. Jonathan McKane 

Mainers pay some of the highest health insurance premiums in the country and our average deductible amounts are more than five times the national average. Maine families, businesses and individuals, especially those who pay their own health insurance premiums, have been asking for relief for years. 

Additional regulations on insurance companies, stricter consumer protections and the Dirigo program only seemed to exacerbate the problem. This was particularly frustrating as we watched simple market-based solutions in the vast majority of states working to keep premiums much lower. 

The recently signed health insurance reform law, LD 1333, will make some simple changes to our health insurance laws that will foster competition and allow more choice to the Maine consumer in both the individual and small group market while conforming to the new ACA (ObamaCare). Here is a brief description of what LD 1333 will do: 

Part A changes Maine’s community rating laws. Starting in July 2012, insurers can offer the youngest individuals policies that are three times less than the oldest individuals. This will conform Maine to the ACA standards. If federal law allows a wider difference such as 4-to-1, or 5-to-1, Maine’s community rating laws will come up to those standards by 2015. 

Community rating in the small group market will incrementally reach 3-to-1 in 2014 and, if federal law allows, will change to 5-to-1 by 2016. 

Geographic rating will also conform to the new federal standards. 

Part B creates the Guaranteed Access Plan (GAP). This is similar to a “high-risk pool” but differs in some significant ways. First, those who need chronic care and are in the GAP will be offered the same policies as anyone else. Also, they will not be charged a higher premium. 

The difference for the cost of their care will be made up by the insurers and by a maximum $4 per month fee on all enrollees. The addition of this new fee will be more than offset by the elimination of the 2.14 percent on claims that supports the Dirigo program. (A separate bill has been submitted to include legislators but exempt state workers.) 

It is important to remember that 1 percent of those who have health insurance account for 40 percent of the claims paid. By moving this 1 percent out of the general insurance pool and continuing to cover their healthcare expenses, there will be less pressure to raise rates for healthier individuals. 

It is also important to remember that Mainers will continue to have guaranteed issuance and guaranteed renewability with their health insurance policies. 

Part C allows insurers and HMOs in Connecticut, Massachusetts, New Hampshire and Rhode Island to offer plans in Maine if certain requirements of Maine law are met after Jan. 1, 2014. 

By that time, Maine’s ailing market should have recovered and most states should be under much more similar laws than they are today. The major differences will be what coverage is mandated in those states, what is mandated in Maine and what the federal law will consider minimum coverage. Either way, this will bring additional competition to Maine insurers. 

Part D adopts the minimum medical loss ratio in federal law of 85 percent for large group and 80 percent for the small group and individual markets. Maine currently has a 65 percent loss ratio for the individual market and 78 percent for the small group. 

Mega Life will continue to have a waiver for a 65 percent ratio until 2014. Also in Part D is a provision changing our rate filing process. This will help new companies and products enter our market instead of the long drawn out process the insurers are put through in current Maine law. Also, under the new federal law there will changes to the rate review procedures and Maine will have to be in compliance. 

Part E repeals the State Health Plan, the Advisory Council on Health Systems Development and the Governor’s Office of Health Policy and Finance. 

Part F repeals rule 850, which required geographic access limits for healthcare networks. This law was unique to Maine and took negotiating power away from insurers with healthcare providers, particularly in specialty care. The 49 other states rely on competition to deal with this issue. 

The state employee health plan, which is considered a “Cadillac” plan, as well as the Community College plan, had already exempted themselves from rule 850 and allowed insurers to offer incentives for travel. This gave individuals opportunities for the choice of healthcare provider and for saving money. Ultimately, this helps keep rates down. 

Part G allows short-term policies to be offered for up to 24 months. 

Part H provides a tax credit to employers of 20 or fewer employees for the expense of wellness programs. 

Part I allows captive insurance companies to sell health insurance. Captive insurance companies will allow much more latitude in the way a group of companies can band together and offer an innovative plan. We heard much testimony from the business community in favor of captives. This will be another way to bring more competition to the small group market. 

LD 1333 is a moderate and well thought out bill. The changes to our health insurance market will take place slowly while conforming to the new ACA. 

The concepts are not experimental or bold but have been used successfully around the country to create stable yet competitive health insurance markets. Over the next few years, Maine will be put back on the road to health insurance normalcy. 

Jonathan McKane represents the towns of Damariscotta, Newcastle, Edgecomb, Bristol, South Bristol and Monhegan. He serves on the Insurance and Financial Services Committee and is in his fourth term. 

Rep. Jonathan McKane House District 51 Newcastle

