The Small Business CHOICE Act (HR 859) FAQ
Bill Information
Who are the sponsors of HR 859?  The House Small Business Committee Chair Nydia Velazquez (D-NY) and Ranking Member Sam Graves (R-MO) are the original sponsors of the legislation.  Nine additional members (five Democrats and four Republicans) have signed on as original cosponsors. 
The bill was assigned to which committees?  The Energy & Commerce and the Ways & Means Committees.  


Is there a Senate version of the Small Business CHOICE Act?  ASAE staff and a coalition of organizations are working to identify Senate cosponsors for the legislation.  ASAE does hope to have it introduced in the Senate.


What is the Small Business CHOICE Act?  The Small Business CHOICE Act allows small businesses who belong to the same association or membership organization to form a “cooperative” in the catastrophic health insurance market to provide excess claims insurance for the small business’ employees.  The cooperative (whose standards will be established by the National Association of Insurance Commissioners) creates a captive insurance company in one state that pays benefits when the annual maximum for the primary care policy has been exceeded.

How would small businesses be encouraged to participate?
Small businesses that participated would receive a federal tax credit equal to 65% of the amount of primary health insurance paid for each employee (on no more than 100 employees).
What is the cost of HR 859?  There are two immediate costs to the legislation; the bill provides a tax credit for every employee for which an employer covers part of their primary insurance and it establishes a small board to regulate cooperatives.  There is no CBO score for the legislation.
Is this a state or regional pool?  Because cooperatives are formed in the catastrophic insurance market, they can pool the resources of small businesses from any state.  This does not extend to primary care insurance, and the small businesses must belong to a common association.

Who supports this legislation?  American Medical Association, American Optometric Association, American Society of Association Executives, Coca-Cola Bottlers’ Association, International Franchise Association, National Association for Self-Employed, National Association of Realtors,  National Restaurant Association, National Roofing Contractors Association, and the U.S. Women’s Chamber of Commerce, among others.
Definitions
What is excess claims insurance?  Excess claims insurance is insurance coverage provided above the major policy’s limit and provides coverage similar to the primary layer of coverage.  It is designed to limit the risk of high-costs or catastrophic medical claims to a health insurer providing coverage to a small business.

What is a captive insurance company?  A captive insurance company is an insurance company whose insurance business is mostly supplied by and controlled by its owners (e.g. the cooperative), and where the original insureds (i.e. small businesses) are the principle beneficiaries.  A captive insurance company’s insureds (small businesses) have express involvement and power over the company’s major operations.

What size group is eligible to form a cooperative?
An eligible cooperative may have no fewer than 100 small business members or 5,000 lives.  Additionally, the maximum annual primary insurance policy cannot be less than $10,000 or more than $250,000 per insured person.  This is to ensure sufficient market penetration and enough participants to sufficiently spread the risk.

The CHOICE Act and Major Health Care Proposals
Does the CHOICE Act fit into the President’s health care proposals?  In the President’s 2010 budget, he outlined eight principles to guide health care reform.  The CHOICE Act fulfills four of the President’s proposals (Protecting Families’ Financial Health, Making Health Coverage Affordable, Aim for Universality, and Guarantee Choice) and contradicts none of the eight.

Does the CHOICE Act contradict the Kennedy or Baucus health care proposals?  Both Senators’ health care plans at this time keep insurance coverage in the employer-based system (i.e. employers are the primary providers of workers’ health coverage), and the CHOICE Act operates within this system by allowing employers to create more affordable health care plans.
Can a single-payer proponent (i.e. government sponsor health care) support the CHOICE Act?  Although the CHOICE Act can only exist long-term in an employer based system, a proponent of a single-payer system can still support the CHOICE Act.  If the single-payer advocate acknowledges that changing the U.S. health care system to a single-payer system takes time, they can endorse this legislation as a temporary cost savings for small business until the full implementation of the single-payer system is in place.

What is the difference between the CHOICE Act and the SHOP Act?  The SHOP Act is also bipartisan health care legislation aimed at helping small businesses reduce the cost of health care through pooling.  The SHOP Act, however, implements a five year program to achieve this goal.  In the first two years, states create statewide-pools and are required to pass specific health care reforms within the state.  In years three through five of the program, those states with state pools and the necessary reforms could begin to create national pools subject to a new set of regulations.  Currently, only one state qualifies to participate in SHOP.  Additionally, associations do not play a proactive role in the formation of the insurance pools.

The CHOICE Act could be immediately implemented, as captive insurance companies in the excess market currently exist, and there is no five year wait for full implementation.  Additionally, associations play an important role by providing the common element in the formation of the cooperatives.
Is the Small Business CHOICE Act association health plan (AHP) legislation?  The Small Business CHOICE Act is not AHP legislation.  A traditional AHP leverages purchasing power to negotiate lower health insurance costs in the primary care market.  A cooperative, however, uses the same pooling principle but to spread the risk of high cost claims in the catastrophic market.  This allows small businesses to anticipate accurately premium increases, increase their options in the health insurance market, and curtail the impact of high-risk employees or businesses.
Two major objections to AHPs were the fact that they would encourage “cherry picking” and bypass state mandates.  How does the Small Business CHOICE Act resolve these arguments?

· “Cherry-picking” is the term used by AHP opponents to describe the alleged attempts by associations and small business pools to exclude workers with higher-risk.  Because covering these workers would increase insurance premiums, opponents of AHPs claim that AHPs were structured in a way that associations could exclude high-risk employees and only cover those that would keep costs low.  In a health care cooperative, the burden of costs is assumed by the cooperative and not the individual company.  This would encourage associations to cover their entire workforce and not selectively choose employees to participate.
· Under the Enzi-Nelson AHP legislation in the 109th Congress, all AHPs would have to provide the mandates in their plan from one of the five most populous states.  A cooperative forms a captive insurance company based in a state.  It is that state’s mandates that would apply to the cooperative.  Any changes to the benefits would be decided in the state and not through federal legislation.
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