The New York Health Care Reform Act of 2000

On December 30, 1999, Governor George Pataki signed the New York Health Reform Act of 2000 (HCRA).  HCRA creates three new programs that will make affordable coverage available in New York to up to one million uninsured persons when the programs are fully implemented.  These programs are:  Family Health Plus (FHP), Healthy New York, and the Direct Pay Fund.  These initiatives are funded through proceeds from a 55-cent per pack cigarette tax increase, a portion of New York’s share of the national tobacco settlement, and, in the case of FHP, matching contributions from the federal government and counties.  When fully implemented in 2003, total outlays for these programs are projected to reach $900 million per year.

Family Health Plus

The Family Health Plus program (FHP) will offer comprehensive health insurance at no cost to low-income, uninsured adults who do not qualify for Medicaid or Medicare.  Benefits are provided through managed care plans that contract with the state, and FHP recipients can choose among participating health plans in their area.  The program includes several features designed to reduce barriers to enrollment.  For example, FHP has no asset test, and individuals can apply for coverage through local community-based organizations and providers. When fully implemented FHP, which is the largest of New York’s three new insurance programs, will make coverage available to up to 600,000 individuals.

Eligibility:  To qualify for FHP, individuals must be uninsured residents of the state of New York between the ages of 18 and 65.  Adults with dependent children are eligible with gross family income up to 150% federal poverty level (FPL).  Adults without dependent children are eligible with gross family income up to the poverty level.  Once accepted into the program, enrollees are guaranteed six months of coverage and must recertify their eligibility annually.  FHP will be phased in over a two-year period, upon federal approval. 

Federal Approval:  Before the program can be implemented, the state must apply to the federal Health Care Financing Administration (HCFA) for approval to receive federal Medicaid matching contributions.  The state is also requesting approval from HCFA to change the State’s Medicaid managed care waiver so that adults without dependent children who participate in FHP are excluded from the waiver’s budget neutrality calculations.  The FHP legislation specifies that, if HCFA denies this request or does not approve it within 12 months of its submission, single adults will no longer be eligible for FHP.

Healthy New York

The Healthy New York (Healthy NY) program encourages uninsured small businesses and working individuals to purchase health coverage by offering them a state subsidized health benefits package.  Covered benefits will include basic items and services like inpatient and outpatient hospital care, physician services, and prescription drugs.  Some mandated benefits like chiropractic and hospice care will not be included and copayments will be charged for most services.  The state subsidy will be in the form of “stop loss” coverage that reimburses insurers for high cost claims.  The program becomes effective on January 1, 2001.  


Eligibility:  Small businesses, sole proprietors, and individual workers may purchase a Healthy New York policy.  Small employers are eligible if the firm has up to 50 employees, has not offered group health insurance for the past twelve months, and one-third of its employees earn $30,000 or less (adjusted annually for inflation).  Employers must pay at least 50% of the employee premiums.

A sole proprietor is eligible if he/she has been uninsured for at least the past 12 months and has a household income of up to 208% FPL ($35,500 for a family of four).  An individual is eligible if he/she has been uninsured for at least the past 12 months, does not have access to an employer group plan, is ineligible for Medicare, and has a net household income of up to 208% of poverty.

Benefits:  By January 1, 2001, all HMOs are required to offer qualifying small businesses and individuals the Healthy NY benefit package.  Other insurers may also offer this coverage, but are not required to do so.  The legislation specifies a list of items and services that Healthy NY policies must cover, plus specific cost sharing amounts for many of the benefits. 

State Subsidy:  The state will establish two separate stop loss funds - one for individuals and the other for small businesses - to reimburse insurers for 90% of the cost of claims incurred by Healthy NY participants between $30,000 and $100,000 per member per calendar year.  Starting January 1, 2001, insurers can submit a request for reimbursement to the appropriate fund and receive up to $100,000 for each covered member in a given calendar year.  

Direct Pay Stop Loss Fund

In order to temper premium increases in the individual "direct pay” market, HCRA creates two stop loss funds - one for standard HMOs and one for HMOs that provide out-of-plan benefits - from which direct pay insurers can receive reimbursement for their high cost claims.  The reimbursements are to be passed through to consumers in the form of lower premium increases than would have occurred without the funds.

Under this program, insurers will be reimbursed for 90% of the cost of claims incurred between $20,000 and $100,000 per member per calendar year.  Starting in the year 2000, insurers can submit a request to the state for reimbursement from the appropriate fund and receive up to $100,000 for each covered member in a given calendar year.  

The total amount available each year in the stop loss funds is limited.  If total requests for reimbursement from one of the funds exceeds the amount available in that fund in a calendar year, the state can distribute funds to insurers on a pro-rated basis, or if there is excess money available in the other fund, money can be shifted to the fund with the deficit.  Any excess money that is unused in either of the funds is carried forward to future years. 

The state is authorized to purchase stop loss insurance and/or reinsurance from a licensed insurer and may contract with an outside organization to administer either stop loss fund. 
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