SENATE BILL REPORT
SB 5905

As of April 10, 2013

Title: An act relating to establishing state employee eligibility for insurance benefits consistent
with the employer shared responsibility provisions of the patient protection and affordable
care act.

Brief Description: Establishing state employee eligibility for insurance benefits consistent with
the employer shared responsibility provisions of the patient protection and affordable care
act.

Sponsors: Senators Hill and Hargrove.

Brief History:
Committee Activity: Ways & Means: 4/10/13.

SENATE COMMITTEE ON WAYS & MEANS
Staff: Pete Cutler (786-7474)

Background: The 2010 federal Affordable Care Act makes many changes to the health
insurance market intended to make health insurance more available and affordable, especially
for low-income individuals. Beginning January 1, 2014, the new marketplace for health
insurance in Washington state will include the following:

* a health benefit exchange to enable consumers to compare qualified health insurance
options to find the plan that best meets their needs and budget;

* a requirement that plans offered on the exchange include coverage for all essential
health benefits;

* federal tax credits to make health insurance premiums more affordable for individuals
whose income is below 400 percent of the federal poverty level and who do not have
access to an employer-provided health plan;

» federal subsidies to reduce out-of-pocket medical expenses for persons with incomes
below 250 percent of the federal poverty level and who do not have access to an
employer-provided health plan; and

* a requirement that employers with more than 50 full-time employees offer a health
benefit plan to all their full-time employees or pay a shared-responsibility penalty.

Federal regulations generally define full-time employees as those who work at least 30 hours
per week, or 130 hours per month and make tax credits and subsidies available only to
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individuals who do not have the option of being covered by an affordable employer health
plan. The tax credits establish the maximum premium cost that varies by income and family
composition as such:

* for an individual at 200 percent of the federal poverty guideline, $22,980 per year, the
maximum premium payment is 6.3 percent of household income, or $121; at 400
percent of the federal poverty guideline, $45,960 per year, it is 9.5 percent of income,
or $364.

* for a family of four at 200 percent of the federal poverty guideline, $47,100 per year,
the maximum premium payment is 6.3 percent of household income, or $247; at 400
percent of the federal poverty guideline, $94,200 per year, it is 9.5 percent of income,
or $746.

* Only persons who do not have the option of being covered by an employer health
plan are eligible for the premium tax credits and out-of-pocket cost subsidies.

For K-12 school district employees, eligibility for health insurance coverage is bargained at
the local level. The state allocates more than $800 million annually to school districts for
employee insurance benefits; about $248 million of that amount is for classified employees.
A majority of classified employees have part-time positions and earn less than 400 percent of
the federal poverty guideline. Most certificated employees have full-time positions. State
agency and higher education employee eligibility for insurance benefits through the Public
Employees Benefits Board (PEBB) plans is established in statute. The current PEBB
eligibility rules generally provide coverage for persons employed at least 80 hours per month
for more than six months. The state pays the same monthly contribution to the PEBB fund,
currently $800 per month, for part-time and full-time, PEBB-eligible employees.

Summary of Bill: The bill as referred to committee not considered.

Summary of Bill (Proposed Substitute): The Legislature establishes the following goals:
 for school districts and the state to take advantage of the federal affordable care act,
including the Washington health benefits exchange, premium tax credits, and
subsidies to make more affordable health benefit plans available to part-time school
district and state employees;

* to provide more affordable options for full family health benefits coverage for low-
income, part-time employees;

* to dedicate a portion of the savings resulting from part-time employees obtaining
coverage and tax credits through the exchange as a source of funding for school
districts and the state to reimburse premium or out-of-pocket costs, or for
compensation increases, for those employees; and

* to redirect a portion of the savings from reduced state spending for school district,
state agency, and higher education part-time employees' health benefits to other
public school needs.

Beginning with the 2013-14 school year, school districts must identify opportunities for using
the health plans, premium credits, and subsidies available through the Washington health
benefit exchange to provide affordable health insurance benefits for part-time employees.
From funding provided in the biennial appropriations act and other funding sources, school
districts must establish compensation arrangements to reimburse a portion of premium or
out-of-pocket costs of part-time employees who obtain health insurance coverage through the
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exchange. Such compensation may be provided in such amount and such form as the school
district determines will best promote the legislative goals.

The eligibility standard for state agency and higher education employee coverage in PEBB is
changed beginning January 1, 2014 to be the same as the definition of full-time employee in
the employer shared-responsibility provisions of the federal Affordable Care Act and related
regulations. Beginning January 1, 2014, from funding provided in the biennial appropriation
act, the Health Care Authority (HCA) must establish and administer a compensation
arrangement to reimburse a portion of the premium or out-of-pocket costs of part-time state
agency and higher education institution employees who obtain health insurance coverage
through the Washington health benefit exchange. Only persons employed for at least 80
hours per month for at least six consecutive months are eligible for the reimbursement
benefit; the benefit may not exceed $2 per hour for the number of hours worked by the part-
time employee in one month, and in no case exceed $260 per month. HCA may adopt rules
consistent with the legislative goals to implement the benefit.

Appropriation: None.
Fiscal Note: Not requested.
Committee/Commission/Task Force Created: No.

Effective Date: Ninety days after adjournment of session in which bill is passed.
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