Business Owner's Responsibilities under the Massachusetts Health Reform Act
(applicable to employers with 11 or more full-time equivalent employees)  September 4, 2007
1. Your company MUST offer a Section 125 Cafeteria Plan that meets Health Connector regulations.
A Section 125 or Cafeteria Plan lets employees save money through pre-tax payments for health coverage. To establish your Section 125 Plan, contact your benefits lawyer, payroll vendor, or accountant.   Our agency also has contact information if you would like a referral and some carriers have provisions for providing Section 125 documents.  Please call if you have questions about this availability.

 If you currently have a Section 125 Plan for full-time employees, you must make provisions for your part-time employees to participate in the Section 125 Plan so that they may obtain their health benefits (at their own expense) on a pre-tax basis.  This may be accomplished by amending your current plan or creating a separate one for part-time employees.

Your employees may enroll in a Section 125 Plan during an open enrollment period, within a specific period of time following their date of hire, or on the date an employee first becomes eligible for a plan. 
Section 125 Plans for part-time employees (Voluntary Plan) will make provisions for health insurance purchase.  The easiest way to do this may be through the Commonwealth Connector.  Attached to this email are two documents, “Terms and Conditions”  and a “Connector Census.”  These forms will begin the process to establish a plan that allows employees to make health insurance selections through the Connector web site.  These forms may be returned to us by fax or email or may be submitted directly to the Commonwealth Connector.

Health Connector health plans start on the 1st of each month.  But the law says that most Massachusetts adults must be covered by December 31, 2007 to avoid a penalty.  Employees using your Voluntary Plan will need enough payroll deductions before December to pay the premium for December coverage.  Employees should enroll in a plan by October 10, 2007 to meet the deadline for December coverage and avoid a state penalty.  
Future part-time employees will have a 60 day waiting period and should sign up by the 10th of the month for coverage to begin on the first of the second month following application. 

Regulation update:  Employers will not have to file their Section 125 plans with the Connector unless requested to do so.  If requested, the filing is due within 7 business days of the Connector’s request.    
2. Your company MAY BE REQUIRED to pay the Free Rider Surcharge if employees or their dependents receive medical care that is paid by the State’s Free Care Pool for the uninsured.  

If an employer adopts and maintains a Section 125 Plan that covers all of his/her employees,  the Free                                                              

Rider Surcharge will not apply.  Certain classes of employees (listed below)may be excluded from the Section 125 plan.  An employer is not subject to the Free Rider Surcharge for those employees who are covered by certain collective bargaining agreements, nor for those employees who participate in the State’s Insurance Partnership program.        


You may exclude from Section 125 plan requirements:
· Independent contractors. 

· Employees under the age of 18. 

· Part time employees averaging fewer than 64 hours per month. 

· Students who are employed as interns or cooperative education. 

· Seasonal employees (16 weeks or less.)
· Temporary employees are not considered full-time employees. 

· Workers from temp agencies (they are the temp agency’s employees). 

· Wait-staff or service bartenders who earn on average less than $400 in monthly payroll wages (tips excluded.)
The amount of the Free Rider Surcharge will vary from employer to employer.  It will be based on employee and dependent expenses that total over $50,000 in one fiscal year, the number of employees, and the percentage of employees enrolled in the employer’s health plan.
3. Your company MUST make a “fair and reasonable” contribution to their employees’ health insurance or pay a Fair Share Contribution of up to $295 per employee.  
Employers will pay an annual Fair Share Contribution of up to $295 per employee if they do not make a “fair and reasonable” contribution to an employee health plan.  The funds will help pay for health plans for people who do not have the option of employer-sponsored health insurance. 
A Fair and Reasonable Contribution is:                                                                                                                                                                                                                                                                                                                                                                                                                                    
· 25% of full-time employees participating in the employer’s group health plan  (Primary Test), or 
· An employer contribution of at least 33% toward a health plan premium for all full-time employees who are employed more than 90 days (Secondary Test).  
Regulation update:  In mid-September, many of the State’s employers will receive notification that they will be required to file documentation to determine their compliance to health care reform requirements.   Those that receive this notice must file electronically  between October 1 and November 15, 2007.  
Initial questions will determine if the employer has at least 11 full-time equivalent employees and if completion of the forms are required.  All employers who receive notification must respond.  
IF YOU DO NOT RECEIVE NOTIFICATION FOR FILING, BUT BELIEVE YOU HAVE 11 OR MORE FULL-TIME EQUIVALENT EMPLOYEES, IT IS YOUR RESPONSIBILITY TO FILE.
To determine if you have 11 or more Full-Time Equivalent Employees:
· Count up the payroll hours for all who worked for at least one month during the period from October 1, 2006 through September 30, 2007. 

· For any single employee who worked more than 2000 hours, count 2000 hours only. 

· Divide the total by 2000 hours to get the number of full-time-equivalent employees. 
****  For employers with 11 or more full-time equivalent employees (FTE), a change has been implemented.   To determine if an employer passes the Primary Test, instead of collecting payroll hours, as previous regulations required,  employers will be asked to calculate the average number of employees enrolled in their group health insurance programs as of the last day of the following quarters:  Q 4, 2006, Qs 1-3, 2007.   (These quarters coincide with the reporting period of 10/2/06-9/30/07 which is not changing.)                                                                                                                                                             A similar calculation needs to record the average number of total full-time employees as of the last day for the same calendar quarters to determine the percentage of total FTEs. 
For the Primary Test a Full-Time Equivalent (FTE) employee is defined as: 
1. Those employees who work the majority of his/her time (50%+) during the period of each quarter.

2. Eligibility for health insurance is based on the lesser of the following: weekly payroll hours needed to be eligible for employer-sponsored health insurance or 35 hours of employment per week.
For the Secondary Test a FTE is the definition of eligibility as agreed to by the employer and the health plan carrier.  Employers who have 11 or more FTEs must complete both tests.                                                                                                                                                                                      
4.  Your company MUST collect Employee Health Insurance Responsibility Disclosure (HIRD) Forms from each employee who does not enroll in the company’s group health plan beginning July 1, 2007.  These forms must be maintained in your records for three years.   Employer HIRD Forms will be filed on-line by November 15, 2007 along with the Fair Share Contribution tests.  

5.  Your company may not DISCRIMINATE by contributing more towards the premiums of highly paid, full-time employees than it contributes towards lower paid full-time employees.  
6.  Your company will be required to provide Health Insurance 1099s (HC-1099) for all employees enrolled on the group health insurance plan by January 31st.   It is anticipated that all carriers will complete and send these to covered employees. 

