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The Weekly Whip
)MARYLAND HEALTH EXCHANGE LEGISLATION

Last week, the Health & Government Operations Committee heard testimony on legislation to comply with the federal Affordable Care Act (“ACA”), passed by Congress last year. As a part of the federal legislation, each State must establish an insurance exchange to implement federal health care reform. Three bills will be considered this year, aimed at improving health care access, quality and lowering costs:

1. Maryland Health Benefit Exchange Act of 2011(HB 166): This bill establishes a structure and framework to develop the insurance exchange required by the ACA. The exchange will provide individuals and small businesses one-stop shopping for affordable insurance options; help an estimated 180,000 low-income Marylanders access federal subsidies for coverage; support small business access to affordable coverage; and allow private insurers to offer competitive plans in a fair and transparent marketplace where consumers will be able to compare rates, benefits, and quality to find plans that best suit their needs.
1. Health Insurance Reforms (HB 170): This bill aligns Maryland law with the consumer protections in the ACA, including the provisions that bar exclusions from insurance based on pre-existing conditions and lifetime limits on benefits, requirements that insurance companies cover certain preventive services like mammograms and flu shots, and the provision that allows young adults to stay on their parents’ policies until age 26. Currently, Maryland law allows children to remain on their parents’ policy up to age 25. 
0. Health Quality and Cost Council (HB 165): This legislation will establish the Council in law and expand the state’s successful effort to bring public agencies and the private sector together to improve the quality and reduce the cost of health care in Maryland.

During the 2007 special session, the General Assembly enacted a new law that expanded Medicaid eligibility for parents with a dependent child to 116% of poverty (approximately $25,000 for a family of four last year). The legislation also established a Small Employer Health Benefit Plan program, for employers with 2 to 9 employees that have not had a benefit plan for at least 12 months. 

In FY08, 650,000 Marylanders were on the Medicaid rolls. The Medicaid population is projected to increase to 970,000 next fiscal year (FY12). According to the Department of Legislative Services, one third of the increase since FY08 is due to the expansion, the remaining increase is because of the global recession. 

The Republican Caucus is laying the groundwork for an attack on this legislation, as a part of a national movement against federal healthcare reform. It is important to remember that, in Maryland, federal and state healthcare laws will make it possible for 94% of Marylanders to afford health insurance over the next 10 years. Based on the 2007 legislation, there have been 53,000 claims for hospital care that has averted $69 million in costs to the State’s hospital system in 2009 alone.

The HGO Committee will be working on these bills in the coming weeks and will brief the Caucus prior to any legislation coming to the floor of the House. 

STATE EDUCATION FORMULAS
The Maryland Constitution requires the State to provide “a thorough and efficient system of free public schools.” State support accounts for approximately 45% of public school funding; local support accounts for approximately 48%; and federal support equals approximately 6%). A lawsuit during the 1990s led to passage of the Bridge to Excellence Act in 2002 (also known as “Thornton”), which created the new funding distribution system that was phased in from FY03 through FY08. State funding for K-12 education has increased over 80% since 2002. 
 (
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State public school funding has three funding prongs: foundation formula for general education needs; supplemental aid for students with special needs; and the GCEI formula to account for disparities in resource costs. Sixty seven percent of State support is general education funding and 28% of State support is targeted aid.

Foundation Program
The foundation program is the main driver of State supported education funding, and is determined by growth in full-time equivalent enrollment (the total number of K-12 students enrolled, as of September 30th),  and wealth (the sum of 40% of real property assessable base, 50% of personal property assessable base, and all net taxable income).  

GCEI
The Geographic Cost of Education Index is designed to compensate for regional differences in resource costs, like energy and cost of living. Thirteen counties currently receive GCEI funding cross the State at varying levels, totaling $127 million.

Supplemental Aid
Supplemental aid accounts for additional funding for at-risk students, primarily special education students, limited English proficiency and free and reduced lunch (a determination of poverty) populations
	
Federal Funding
Every county in the State receives some federal funding, based on formulas targeted to provide support for disadvantage and disabled students. Funding for Individuals with Disabilities Education Act and Title I programs for poorer students flows directly to local school boards.  In addition, the federal Race to the Top grant provides $250M in education funding over four years, beginning next fiscal year.

Maintenance of Effort for Local Governments
The General Assembly established an educational MOE requirement in 1984 to ensure that the cost of education is shared by State and local government. The MOE requires that if the State adds $1 more (based on per pupil funding), than a county cannot decrease the local contribution to education. Several bills have been introduced this year to consider changes to the maintenance of effort law, in light of the toll that the recession has taken on county government revenue collection. 

The investment in education has yielded national recognition as the best school system in the country for three straight years; an improved statewide graduation rate (87%) and an increase in the number of courses taught by highly qualified teachers (92%). However, nine school districts fall below the statewide graduation rate and three school districts do not meet the statewide average for highly qualified teachers. 

The FY12 budget proposal funds $6.4B in total education aid, including State and federal funds. 

MOODY’S REAFFIRMS MARYLAND’S AAA BOND RATING
Last week, Moody’s Investors Service again awarded Maryland a AAA bond rating and stable outlook for Maryland’s bond program. In assigning the AAA bond rating, Moody’s cited Maryland’s history of “strong financial management policies, stable economy with high personal income levels, and ability to maintain positive available reserves, despite sustained pressure on its budget.” Maryland remains one of only eight states in the country to maintain a AAA bond rating, through the global recession. 

