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LEGAL RESEARCH and DRAFTING
MEMORANDUM
TO: Bureau Healthcare Research Group


FROM: Mike Feehan


DATE: 05/18/2010



SUBJECT: Federal Health Care Reform Law

This memo contains a brief summary of major provisions of the recent federal health care law with an emphasis on the effect on citizens and business, and including the time schedule for implementation.
The federal law generally referred to as the health care reform law is actually made up of two statutes:  the Patient Protection and Affordable Care Act (PPACA) and the Health Care  and Education Reconciliation Act of 2010 (HCERA).  The basic programs for health care reform as set out in the Patient Protection and Affordable Care Act, with revisions in the Health Care and Education Reconciliation Act of 2010.  The acts create programs that will be phased in over the next decade.  The two acts take up nearly 1400 pages, but most of those pages are instructions to federal agencies, primarily the Department of Health and Human Services about how to create the many new required programs.

The health care reform law focuses primarily on insurance reform.  The law will require nearly universal health insurance coverage, prohibit various limits on health insurance coverage, require employers with 50 or more employees to provide health insurance coverage, create state health insurance exchanges, expand Medicaid and eliminate the "donut hole" in Medicare Part D prescription medicine coverage.  The changes will be phased in over the next 4 to 10 years.

With regard to actual health care, the health care reform law attempts to improve access to health care by increasing Medicaid payments to primary care physicians, providing numerous new grants and loans for health care provider education, and providing new moneys to expand community health programs for keeping elderly and disabled persons within their preferred communities.  The changes will be set in place over the next 2 years

SUMMARY OF NEW PROGRAMS

ENROLLMENT

By 2014, each citizen will be required to be covered by health insurance that provides at least a basic package of coverage, called "qualified health plans," the details set out in Section 1302(b) of the Patient Protection and Affordable Care Act (PPACA).  Citizens who do not enroll in a qualified health plan will pay tax penalties: in 2014, $95; $325, in 2015; in 2016, $695; and after 2016, $695 plus a cost-of-living increase.

The qualified plans will be part of the system of state-based programs called "health insurance exchanges" that will be in place by 2014.  Individual states, or groups of states in regional plans, will create programs for coordinating all health insurance coverage offered in the state or region.  The exchanges will make available to the public a broad spectrum of information for comparing various health insurance offerings.  By 2014, all health insurance coverage must offer at least the minimum requirements of qualified health plans, but they will still be able to offer packages of coverage that exceed the minimum and each insurance company will still set its own rates.  The federal government will provide assistance to low-income citizens to help pay the cost of the new insurance policies.

INSURANCE

The health care reform law prohibits health insurance policies from: (1) refusing enrollments due to preexisting conditions, (2) placing annually limits on benefits, (3) placing lifetime limits on coverage, or (4) increasing premiums without notice.  Insurance polices must: (1) cover children on their parents' policies until the children are 26, (2) make reports on costs and benefits and customer satisfaction to the state health insurance exchanges, (3) provide transparent appeals processes, and (4) cover preventive care without cost-sharing.

EMPLOYERS


Employers with fewer than 50 employees are exempt from the health care reform law.  Employers with 50 or more employees must either: (1) enroll all full-time employees in a qualified health plan or (2) pay penalties of $2,000 per full-time employee.  Employers will receive tax credits for a portion of the cost of providing health insurance, the amount of the tax credit increasing from 35% to 50% over several years.  The tax structures applying to employers who provide health insurance to employees will change in numerous ways, including a requirement that the cost of health coverage be noted on W-2s.

MEDICAID

States will be required to cover low-income adults between 19 and 64 and to increase the eligibility level to 133% of the federal poverty level.  Increased costs will be covered 100% by the federal government from 2014 to 2016, with the federal payment rate decreasing over subsequent years.  Medicaid reimbursement to primary care physicians will increase, with the increase in costs covered at 100% by the federal government.  Significant new funding and programming will be made available for community health care that aims to keep the elderly and the disabled out of institutional care.

MEDICARE PART D DONUT HOLE

Medicare Part D pays for prescription medicines for Medicare recipients.  The program assists with costs until the recipient reaches $2,830 in total drug costs for one year, then the program stops paying until the recipient reaches $4,550 for the year, then the program pays everything.  The gap in payments between $2,830 and $4,550 in out-of-packet expenses is called the "donut hole."

Beginning immediately, Medicare Part D prescription drug recipients will receive a $250 rebate when they enter the donut hole.  Over the next several years, the donut hole will be progressively narrowed until it is completely closed in 2020.  The federal government will also progressively cover an increasing amount of the cost of drugs in the Medicare Part D program.

HEALTH CARE PROVIDERS

The health care reform law will provide a broad spectrum of new grants and loans for a variety of kinds of health care provider education, including new moneys for general practice and rural practice physicians and for nurses and nursing faculty.  A program for increasing home health care will begin in 2011 with the intention of reducing the number of institutionalized persons and the amount time people spend in institutions.

In 2013 and 2014, the law will increase Medicaid payment rates to primary care doctors to match Medicare payment rates, which are higher.

HEALTH INSURANCE EXCHANGES

The health care reform law includes a program for states to create new health insurance administration programs that will inform citizens about the availability of qualified health plans for qualified individuals and qualified employers: state-based health insurance exhanges.  Each state will construct its own exchange under the guideline regulations by the federal Department of Health and Human Services.  States may work together to create regional exchanges.  The exchanges will provide information about coverage, cost, customer satisfaction and other data.  The exchanges must be self-sustaining by 2015. 

EFFECTIVE DATES

The numerous provisions of the health care reform law include a wide variety of effective dates and create complexities with regard to actions that Arkansans will be required to take.  Most of the new provisions will require action by insurance companies, employers, health care providers and Medicaid programs.  The broadest impact on private citizens will appear as new eligibility for health insurance programs.  Some private citizens may face income tax penalties if they do not enroll in health insurance under the law.

Each of the provisions of the health care reform law has an associated effective date -- some already in effect, some not effective until 2014.  Exactly when these statutory effective dates will actually affect citizens cannot be precisely stated at this time.  Federal regulations must be promulgated and issued for each of the new programs before we will know exactly what actions must be taken.  Also, each part of the law includes concepts that must be defined in detail before it will be clear exactly what is required.  Although some companies have already begun to change policies and programs to meet the expected changes, those companies are taking the risk that the final regulations will differ from what is expected and those companies may find themselves in violation of the law.

Additionally, many of the provisions in the health care reform law are so intertwined that a change in one program will change other programs in ways that cannot presently be predicted.  Problems may arise from the fact that (1) each state will create its own health insurance exchange, on its own timetable, (2) some states will consider creating regional, multi-state exchanges, with concomitant lengthening of the time required to create interstate compacts and program rules, and (3) uninsured, low income citizens may decline to enroll in health insurance plans even with federal subsidies.  Hospitals may find themselves in a double bind, with federal assistance reduced but the number of uninsured patients and uncollectible debts remaining level. 

For many programs, it will take time before it is clear what actions must be taken.  However, the size and complexity of the new programs suggest that states, employers and insurance companies should immediately begin planning for the expected changes.

For states, the largest changes will come in the form of new Medicaid eligibility rules and in the creation of health insurance exchanges.  The changes in Medicaid should not make large demands for new state legislation; however, the insurance exchanges will require extensive and complicated legislation.

The health care reform law includes many other provisions, but those discussed here will affect the largest segments of the population.  Each of the programs discussed here involves complexities that have not yet begun to be sorted out, most of those complexities to be dealt with through the promulgation of regulations by various federal agencies.  The state-based health insurance exchanges will add a significant additional level of complexity.

EFFECTIVE DATES FOR KEY PROVISIONS 
Please note:  These are statutory effective dates, not necessarily the dates on which programs will actually affect citizens.

TAKE EFFECT IMMEDIATELY
SMALL BUSINESS TAX CREDITS—Offers tax credits to small businesses to make employee coverage more affordable.  Tax credits of up to 35 percent of premiums will be available to firms that choose to offer coverage.  Effective beginning calendar year 2010.  (Beginning in 2014, the small business tax credits will cover 50 percent of premiums.)
BEGINS TO CLOSE THE MEDICARE PART D DONUT HOLE—Provides a $250 rebate to Medicare beneficiaries who hit the donut hole in 2010.  Effective for calendar year 2010.  (Beginning in 2011, institutes a 50% discount on prescription drugs in the donut hole; also completely closes the donut hole by 2020.)
UPPER-INCOME FAMILIES earning more than $250,000 ($200,000 for individuals) will pay new Medicare taxes on unearned income.

JUNE, 2010

90 days -- June, 2010

HELP FOR UNINSURED AMERICANS WITH PRE-EXISTING CONDITIONS UNTIL EXCHANGE IS AVAILABLE (INTERIM HIGH-RISK POOL)—Provides access to affordable insurance for Americans who are uninsured because of a pre-existing condition through a temporary subsidized high-risk pool.  Effective 90 days after enactment.
HELP FOR EARLY RETIREES—Creates a temporary re-insurance program (until the Exchanges are available) to help offset the costs of expensive premiums for employers and retirees for health benefits for retirees age 55-64.  Effective 90 days after enactment.
SEPT. 2010

NO DISCRIMINATION AGAINST CHILDREN WITH PRE‐EXISTING CONDITIONS—Prohibits health plans from denying coverage to children with pre-existing conditions.  Effective 6 months after enactment.  (Beginning in 2014, this prohibition would apply to all persons.)
ENDS RESCISSIONS—Bans insurance companies from dropping people from coverage when they get sick.  Effective 6 months after enactment.
EXTENDS COVERAGE FOR YOUNG PEOPLE UP TO 26TH BIRTHDAY THROUGH PARENTS’ INSURANCE—Requires new health plans and certain grandfathered plans to allow young people up to their 26th birthday to remain on their parents’ insurance policy, at the parents’ choice.  Effective 6 months after enactment.
BANS LIFETIME LIMITS ON COVERAGE—Prohibits health insurance companies from placing lifetime caps on coverage.  Effective 6 months after enactment.
BANS RESTRICTIVE ANNUAL LIMITS ON COVERAGE—Tightly restricts the use of annual limits to ensure access to needed care in all new plans and grandfathered group health plans. These tight restrictions will be defined by the U.S. Department of Health and Human Services . Effective 6 months after enactment.  (Beginning in 2014, the use of any annual limits would be prohibited for all new plans and grandfathered group health plans.)
FREE PREVENTIVE CARE UNDER NEW PRIVATE PLANS—Requires new private plans to cover preventive services with no co-payments and with preventive services being exempt from deductibles.  Effective 6 months after enactment.
NEW, INDEPENDENT APPEALS PROCESS—Ensures consumers in new plans have access to an effective internal and external appeals process to appeal decisions by their health insurance plan.  Effective 6 months after enactment.
PROHIBITS DISCRIMINATION BASED ON SALARY—Prohibits new group health plans from establishing any eligibility rules for health care coverage that have the effect of discriminating in favor of higher wage employees.  Effective 6 months after enactment.
OCT, 2010
HEALTH INSURANCE CONSUMER INFORMATION—Provides aid to states in establishing offices of health insurance consumer assistance in order to help individuals with the filing of complaints and appeals.  Effective beginning in fiscal year 2010.
JAN 1, 2011

FREE PREVENTIVE CARE UNDER MEDICARE—Eliminates co-payments for preventive services and exempts preventive services from deductibles under the Medicare program.  Effective beginning January 1, 2011.
ENSURES VALUE FOR PREMIUM PAYMENTS—Requires plans in the individual and small group market to spend 80 percent of premium dollars on medical services, and plans in the large group market to spend 85 percent.  Insurers that do not meet these thresholds must provide rebates to policyholders.  Effective on January 1, 2011.
PLAN YEAR 2011

HOLDS INSURANCE COMPANIES ACCOUNTABLE FOR UNREASONABLE RATE HIKES—Creates a grant program to support states in requiring health insurance companies to submit justification for all requested premium increases, and insurance companies with excessive or unjustified premium exchanges may not be able to participate in the new Health Insurance Exchanges.  Starting in plan year 2011.
OCT 1, 2011
COMMUNITY HEALTH CENTERS—Increases funding for Community Health Centers to allow for nearly a doubling of the number of patients seen by the centers over the next 5 years.  Effective beginning in fiscal year 2011.
INCREASES THE NUMBER OF PRIMARY CARE PRACTITIONERS—Provides new investments to increase the number of primary care practitioners, including doctors, nurses, nurse practitioners, and physician assistants.  Effective beginning in fiscal year 2011.
2014

State Health Insurance Exchanges

Disproportionate Share Hospital (DSH) subsidies end [DSH hospitals presently receive federal funds to pay for uncollectible debts (usually, for uninsured citizens who use emergency rooms for primary care).  In 2014, when all Americans should be covered by health insurance, those payments will expire.]

Tax penalties for citizens and employers who do not enroll or provide enrollment under the health care reform act

2014-2020
Donut hole progressively closes
INCREASED OR NEW FUNDS FOR GRANTS OR LOANS FOR:

Expansion Of Eligibility For Geriatric Academic Career Awards

Geriatric Workforce and Development

Fellowship Training in Public Health

Public Health Workforce Loan Repayment Program

Capacity Building in Primary Care

Primary Care Training and Enhancement

Primary Care Student Loan Funds

National Health Corps

Primary Care Extension Program

Primary Care Residency Program

Pediatric Specialty Loan Repayment Program

Distribution of Additional Residency  DOCVARIABLE "PosNbr" \* MERGEFORMAT 
Medical Residency Training

Nursing Student Loan Program

Nurse Managed Health Centers

Geriatric Education

Advanced Nursing Education Grants

Nurse Faculty Loan Program

Funding for Public Health Service Act Nursing Programs

Pediatric Specialty Loan Repayment

Mental and Behavioral Health Education and Training Grants

State Health Care Workforce Development Grants

Nurse Retention Grants

Area Health Education Centers

Continuing Education Support for Health Professional Serving in Underserved Communities

Demonstration Projects to Address Health Professions Workforce Needs

National Care Workforce Assessment

Co-locating Primary and Specialty Care in Community-Based Mental Health Settings

Interdisciplinary Training Programs

Health Professions Training for Diversity

Centers of Excellence Program

Workforce Diversity Grants

Commissioned Corp and Ready Reserve Corps

Unites States Public Health Sciences Track

Alternative Dental Health Care Providers Demonstration Project

Training in General, Pediatric, and Public Health Dentistry

Operation of School-Based Health Centers

To Promote the Community Health Workforce

Federally Qualified Health Centers

Training Opportunities for Direct Care Workers

Allied Health Workforce Recruitment and Retention Programs
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