Court upholds S.F. on health coverage plan
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(09-30) 11:02 PDT SAN FRANCISCO -- San Francisco's pioneering program to provide health coverage for uninsured adults took a big step forward Tuesday when a federal appeals court upheld the city's authority to make employers pay part of the cost.
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Rejecting challenges by restaurant owners and the Bush administration, the Ninth U.S. Circuit Court of Appeals in San Francisco ruled that the city can require employers to spend a specific amount of money on health care without interfering with federal regulation of employee benefit plans.

City officials and labor unions said the ruling establishes San Francisco as a model for state and local health coverage in the absence of a nationwide universal health plan. The Golden Gate Restaurant Association said it considered the ruling harmful to businesses and would probably appeal.

Supporters of the ruling said the financial effect - reflected in signs posted by some restaurants announcing a health care "surcharge" on bills - is modest and doesn't bother most customers.

"If I'm going out to dinner in San Francisco, I'm happy to pay a few dollars extra so I know the people who are cooking food and serving me can have their basic health needs met," said Stacey Leyton, a lawyer for unions joining the city's defense of the plan.

Mayor Gavin Newsom said the ruling shows that "every city and state in this country can provide health care if they are willing to challenge the conventional wisdom and take risks."

San Francisco's 2-year-old program, when fully implemented, will offer care at a network of hospitals and clinics for 73,000 uninsured adults not covered by the Medi-Cal program for the poor or Medicare for the elderly. More than 80 percent of the $200 million annual cost will come from state and local taxes and payments from patients, based on their incomes. The lawsuit challenged the city's authority to require large and midsize companies to help pay the bill.

Under the ordinance, companies that do not offer insurance to their workers, at levels of spending set by the city, must pay a fee to cover the cost of the employees' care at the city's network of hospitals and clinics. That provision applies to private employers with at least 20 workers and to nonprofits with at least 50.

The restaurant association argued that the city should have funded the program with a quarter-cent sales tax increase instead of charging employers.

The association said the mandatory payments violate a 1974 federal law that prohibits state and local governments from regulating employee benefit plans. The restaurants cited federal court rulings overturning health coverage laws in Maryland and New York that required large employers to pay fees to the state if they didn't provide health benefits.

The Bush administration filed arguments in April maintaining that the entire San Francisco ordinance was invalid, saying that allowing local or state governments to order health benefit levels would subject businesses to "a potentially bewildering and conflicting array of mandates."

A federal judge agreed with the restaurants in December 2007 and blocked the employer fees from taking effect. But the appeals court intervened Jan. 10 and allowed the city to enforce the ordinance while the case continued.

In Tuesday's ruling, a three-judge panel said San Francisco is not regulating employee benefit plans. The court noted that the city allows employers to decide whether to cover their workers' health care at certain spending levels or pay the same amount in a fee to defray health care costs.

Read the ruling 

The appeals court ruling can be found at links.sfgate.com/ZDXO
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