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For CLE purposes, please let us know how many people are listening at your
location by completing each of the following steps:
•

In the chat box, type (1) your company name and (2) the number of
attendees at your location

•

Click the word balloon button to send

Exchanges a key element of comprehensive
changes being implemented this year,
effective for 2014
Insurance market reforms
Guarantee issue, no pre-ex
Rating rules
Coverage
provisions
effective
2014

Exchange
Organize individual, small
group insurance market;
Administer subsidies;
Place to shop, enroll

Shared responsibility
Individual mandate/ tax
Large employer “freerider” penalty (delayed)

Hooper, Lundy & Bookman, P.C.

Affordability
Medicaid-lowest income
Sliding scale tax credits,
cost-sharing subsidy

Benefits
Essential Health Benefits
Cost–sharing standards
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Insurance Exchanges:
Overview
• Qualified Health Plans (QHPs) compete on the Exchange

• Typical commercial plans, especially Blues, in this market;
Medicaid/Medicare managed care plans entering market
• QHPs offer variants of the state essential health benefits (EHB)
• QHPs offer EHBs at designated “metal levels” of cost sharing
• Exchange administers income-related subsidies
• Two Exchanges (can be merged into one)
• Individual market insurance exchange
• Small Business Health Options Program (SHOP) – employers of
fewer than 100 (50 at State option) through 2016 – State option
to bring in larger employers in 2017

Hooper, Lundy & Bookman, P.C.

• Qualified Health Plans (QHPs)
• Multi-state plans (phased-in)
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• Certify/decertify health plans as QHPs (including elements
such as network adequacy and essential community
providers)
• Provide consumer support for enrollment decisions
• Provide for enrollment in QHPs in the Exchange
• Make eligibility determinations for individuals:
• for enrollment in Exchange
• for premium tax credits, cost-sharing subsidies
• for Medicaid/CHIP, with state options:
• Determine eligibility, or
• Assess, provide information to Medicaid/CHIP

• Data exchange with federal agencies

• Operate SHOP

Hooper, Lundy & Bookman, P.C.

Exchange Functions
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• There are 17 States
implementing a Statebased Exchange
• 27 States are
defaulting to a
federally-facilitated
Exchange (FFE)
• 7 States are planning
partnership model.

Hooper, Lundy & Bookman, P.C.

Status of State decisions about
Exchanges, as of May 28, 2013
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http://kff.org/health-reform/state-indicator/health-insurance-exchanges/#

StateExchanges

FederallyFacilitated

Clearinghouse

CO, CT, DC,
HI, ID, MD,
MN, NV,
UT, WA

All

Active
Purchaser

CA, MA, NY, NA
OR, RI, VT

Not Yet
KY, NM
Determined

NA

• Six state-based
Exchanges identify as
“active purchasers,”
which can entail
negotiating premiums
and or contracting
only with selected
plans.
• Others, such as
Maryland, have also
pursued an aggressive
approach to
negotiating with plans
• The rest, including the
FFEs, will be more
passive
“clearinghouses.”

Source: Kaiser Family Foundation, May 28, 2013 http://kff.org/health-reform/state-indicator/healthinsurance-exchanges/

Hooper, Lundy & Bookman, P.C.

Exchanges models: clearinghouse v.
active purchaser
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• Exchange enrollment
estimated to be
about 7 million in
2014, increasing to
about 22 million by
2016 and 25 million
in 2018
• More than 80
percent of enrollees
estimated to be
eligible for slidingscale tax-credits
• About 3 million
estimated to be in
small business
(SHOP) Exchange
Congressional Budget Office, May, 2013 Baseline

Hooper, Lundy & Bookman, P.C.

Exchange enrollment projected to start
at 7 million and reach about 25 million
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Apply in Individual and Small Group (<100) Market
• State discretion in identifying base benchmark plan:
• Most States (45): base benchmark plan is largest product in
small group market – all State information at:
http://www.cms.gov/CCIIO/Resources/DataResources/ehb.html
• Supplement to cover the 10 categories in ACA: (ambulatory
care, emergency services, hospitalization, maternity/newborn
care, mental health and substance use disorder services,
including behavioral health treatment, prescription drugs,
rehabilitative and habilitative services and devices, laboratory
services, preventive and wellness services and chronic disease
management, pediatric services, including oral and vision
care)

Hooper, Lundy & Bookman, P.C.

Exchange coverage: Essential Health
Benefits (EHB)
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Actuarial Value (AV) and Cost
Sharing
• Plans offering EHB have to meet cost-sharing standards

•
•
•
•

Bronze:
Silver:
Gold:
Platinum:

60% AV
70% AV
80% AV
90% AV

• These AV levels refer to the percent of costs paid by the plan,
on average, versus paid by the enrollee as cost-sharing
• Plans in small group market have limit on deductibles
• Note: the cost-sharing is reduced on sliding scale basis under
affordability programs – see next section

Hooper, Lundy & Bookman, P.C.

• Limits on maximum out-of-pocket (MOOP) costs for EHB: $6,350
for an individual, $12,700 for a family for 2014
• Certain AV levels (the so-called “metals” levels)

11

Insurance Affordability
Programs: Overview
• Income-related sliding-scale subsidies for those purchasing
coverage in the Exchange with income above Medicaid but
below specified percentages of the federal poverty level (FPL)
• Advance-payment premium tax credits
• Cost-sharing subsidies (increases in AV)
• Reductions in the maximum out-of-pocket limit on cost-sharing

Hooper, Lundy & Bookman, P.C.

• Medicaid (State option) for lowest income (income up 133*
percent of the federal poverty level (FPL)

*Note: with income disregard of 5%, reaches 138% of FPL
12

Applicable percentage table, 2014
Household
Initial percent
income as
percent of FPL
Less than 133%
2.0%

Final percent

2.0%

133% - 150%

3.0%

4.0%

150% - 200%

4.0%

6.3%

200% - 250%

6.3%

8.05%

250% - 300%

8.05%

9.5%

300% - 400%

9.5%

9.5%

FPL: 2013: $11,490 for 1 person, $23,550 for
family of 4
Applicable percentages increase in the future by
statutory formula; the percentage increases on a
sliding scale between the initial and final
percentage within each income category

• Tax credit amount set in each
Exchange based on premium
for second-lowest bidding
“silver” plan (70% AV)
• If consumer selects higher
priced plan, they pay higher
premium
• Advance payment, with EOY
reconciliation
• Example: family of 4 at 150%
of FPL ($35,325), choosing
second-lowest priced plan:
• pays 4% of income, or
• $116/month
• Remainder subsidized through
tax credit

• Note that all pay some
premium

Hooper, Lundy & Bookman, P.C.

Sliding-Scale Premium Tax Credit Limits
Premium as a Percent of Income
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Cost-sharing is reduced for those with
income up to 250% of FPL
• For individuals with
income up to 250% of FPL:
AV
MOOP:
• the AV is increased
self/family
(cost-sharing reduced),
Standard Silver Plan
70
$6,350/ $12,700
and
Income as % of FPL
• the maximum out-of100-150%
94
$2,250/$4,500
pocket (MOOP) limit is
150-200%
87
$2,250/$4,500
reduced
200-250%
73
$5,200/$10,400 • Note: even at lowest
income levels, there is
250-400%
70
$6,350/ $12,700
cost-sharing, and MOOP
FPL: 2013: $11,490 for 1 person, $23,550 for
limits of up to $2,250/
family of 4
$4,500.

Hooper, Lundy & Bookman, P.C.

Income-related cost-sharing reductions, 2014
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• October 1: open-enrollment begins
• December 15, 2015: deadline for QHP selection in order to
qualify for January 1, 2014 coverage effective date
• January 1, 2014 coverage begins
• January 15, February 15 and March 15 deadlines for plan
selection for enrollment in following month
• March 31, 2014: open-enrollment ends

Hooper, Lundy & Bookman, P.C.

Exchanges: overall timeline
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Exchanges: reinforcing the new
provider/purchaser environment
• Premium tax credit tied to 2nd lowest price silver (70% AV) plans
• ACA takes away selected underwriting, pricing, cost-control and
design tools plans have used in small group, individual market
• Result: health plans in Exchanges are turning to other cost control
devices: networks, provider pricing, utilization controls

• This reinforces comparable pressures on providers from larger
employers, Medicare and Medicaid
• Standard FFS approaches and payments will be increasingly
unattractive
• Incentives for new arrangements among providers and with
payers to lower total cost growth

Hooper, Lundy & Bookman, P.C.

• Variant of “managed competition” model
• Health plans: incentive for low premium, especially to attract
those with tax credits (about 85% of likely enrollees)
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II. MANAGED CARE CONTRACTING

Hooper, Lundy & Bookman, P.C.

Becoming an Exchange plan participating provider
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Narrow & Tiered Networks
• Narrow networks use a select group of participating providers
• Tiered networks have a select group of participating providers at
a lower cost-sharing tier and a broader group of participating
providers at a higher cost-sharing tier

• Potential Leverage
• Network Adequacy Standards
• Essential Community Provider Requirements
• Existing Plan Contract Language

Hooper, Lundy & Bookman, P.C.

• Insurers are emphasizing narrow and tiered provider
networks
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Network Adequacy?

• Network must be “sufficient in number and types of providers . . .
to assure that all services will be accessible without unreasonable
delay.” (45 C.F.R. § 156.230)
• No Federal quantitative standards

Hooper, Lundy & Bookman, P.C.

• State Law
General network adequacy standards for managed care plans
continue to apply
• Federal Law
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Network Adequacy:
Enforcement
• Rely on state review (in States with sufficient network adequacy
reviews);
• Rely on issuer’s accreditation; or
• Submit an access plan demonstrating network adequacy
standards and procedures

• State-Based Exchanges
• Existing commercial standards?
• Additional, Exchange-specific standards?
• Overlapping regulatory authority between Exchange and other
agencies?

Hooper, Lundy & Bookman, P.C.

• CMS Monitoring in Federally-Facilitated and Partnership
Exchanges
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• Plan must have a “sufficient number and geographic
distribution of essential community providers, where
available, to ensure reasonable and timely access to a
broad range of such providers for low-income, medically
underserved individuals in the QHP’s service area.” (45
C.F.R. § 156.235)
• Non-Exhaustive database of ECPs:
https://data.cms.gov/dataset/Non-Exhaustive-List-ofEssential-Community-Provide/ibqy-mswq

Hooper, Lundy & Bookman, P.C.

Essential Community
Providers
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Truly Non-Participating?
• To what does your existing managed care contract apply?

• Existing managed care contract may be broad enough to
(arguably) apply to Exchange plans

Hooper, Lundy & Bookman, P.C.

• All commercial PPO products
• All commercial products
• All commercial gatekeeper products
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Participating Providers:
Getting what you bargained for
• Risk that plans will steer patients away from some
participating providers by:

• Placement at highest tier in-network (See C/HCA, Inc. v.
Regence Blue Cross Blue Shield of Utah, No. 2L09-CV-1100 TC
(D. Utah, Jan. 4, 2010))
• Strict steerage obligations (“shall”)

Hooper, Lundy & Bookman, P.C.

• Segregating participating providers into cost-sharing tiers
• Promoting some providers relationships over others

23

•
•
•
•

Exchange Plan (certified by Exchange and accredited)
Continuity of care
Legally-required amendments
Risk adjustment data

Hooper, Lundy & Bookman, P.C.

Contract Terms
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Risk Adjustment
• Three premium stabilization programs

• Risk Adjustment Program
• Goal: Protect Exchange plans and non-grandfathered
individual/small group plans from adverse selection
• Method: Transfer funds from plans with lower risk populations to
plans with higher risk populations

• Provider data is king
• Insurers want adequate documentation each enrollee’s risks
• Unrecorded diagnoses potentially increase plan liabilities under
the program

Hooper, Lundy & Bookman, P.C.

• Transitional reinsurance program (2014 – 2016)
• Temporary risk corridors program (2014 – 2016)
• Permanent risk adjustment program
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Risk Adjustment
• Data Sources for Risk Adjustment

• Provider contracting and data
• HHS: “the risk adjustment program is highly dependent on high
quality risk adjustment data” and that issuers will “depend on
providers, suppliers, physicians, and other practitioners to submit
this data to them.” 77 Fed. Reg. at 17241
• Therefore, an insurer “may include in its contract with a provider,
supplier, physician, or other practitioner, provisions that require
such contractor’s submission of complete and accurate risk
adjustment data in a manner and timeframe established by . . .
HHS. These provisions may include financial penalties for failure
to submit complete, timely, or accurate data.”

Hooper, Lundy & Bookman, P.C.

• Enrollment Data
• Paid Claims Data
• Encounter Data
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Hooper, Lundy & Bookman, P.C.

III. OUT-OF-NETWORK PROVIDERS
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Limited Out-of-Network
Coverage
• Federal cost-sharing limits do not apply
• State-Based Exchanges have not standardized out-of-network
cost-sharing
In-Network

Out-of-Network

Out-ofpocket
maximum

Maximum:
• Individual—$6,350
• Family—$12,700

No Limit

Overall
Actuarial
Value

Actuarial Value (bronze, silver, gold, or
platinum) calculated based on in-network:
• copays,
• coinsurance,
• deductibles, and
• out-of-pocket maximums

Out-of-Network
cost-sharing is not
currently part of
the Actuarial Value
calculation

Hooper, Lundy & Bookman, P.C.

• Most Exchange plans are HMOs or EPOs
• Out-of-Network cost-sharing on PPO Plans may be high
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Out-of-Network Emergency
Services
• Without any prior authorization requirement
• Without any administrative requirement or limitation on
coverage that is more restrictive than those that apply to innetwork emergency services
• Using in-network copayment and coinsurance

• CMS’s Minimum Payment Standards for Emergency Services
• “Greatest of Three” Rule
• Median Contracted Rate, excluding in-network copays or coinsurance
• Rate calculated by plan’s UCR methodology, excluding in-network
copays and coinsurance
• Medicare Rate, excluding in-network copays or coinsurance

Hooper, Lundy & Bookman, P.C.

• Plan must provide coverage for out-of-network emergency
services
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• The Regulation: Insured “may be required to pay” balance
billed amounts
• FAQ: Provider reimbursement rules do not apply if State law
prohibits balance billing or if a plan is contractually
responsible for any amounts balance billed
http://www.cms.gov/CCIIO/Resources/Fact-Sheets-andFAQs/aca_implementation_faqs.html

• Can a FAQ trump a regulation?
• States law on balance billing by out-of-network providers of
emergency services?
• Most States do not prohibit it (e.g., Texas, Virginia, Colorado,
Massachusetts)
• About 10 states prohibit balance billing by OON ER providers, at
least in some circumstances (e.g., California, Florida, New Jersey,
Pennsylvania)

Hooper, Lundy & Bookman, P.C.

What About State Laws on
Balance Billing?
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Other Types of Cost-Sharing?

• Deductible: “only as part of a deductible that generally applies to
out-of-network benefits”
• Out-of-Pocket Maximum: Any out-of-pocket maximum for out-ofnetwork benefits “must apply to out-of-network emergency
services.”

• Risk of Extensive Patient Cost-Sharing if OON deductible and
maximum are high
• Note: Actuarial Value calculated based only on in-network
cost-sharing (high OON cost-sharing is not reflected)

Hooper, Lundy & Bookman, P.C.

• Plan must apply in-network copayment/coinsurance to out-ofnetwork ER services
• What about Deductibles and Out-of-Pocket Maximums?
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IV. PROVIDER RISKS AND
OPPORTUNITIES

Hooper, Lundy & Bookman, P.C.

Medicaid Expansion
Projected Coverage Trends
Continuing Bad Debt Exposure
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Medicaid Coverage Under the
ACA
• Expands Medicaid to adults who don’t fall into other eligibility
categories, i.e., not elderly, pregnant or disabled
• Benefits for newly covered adults are “benchmark benefits”

• Federal matching:
• For States that already covered some of this population through
waivers, federal matching for those previously covered phases up
from current level to 90% by 2019
• For newly covered individuals, federal matching starts at 100% in
2014-2016, phases down to 90% by 2020
* Note: eligibility includes a 5% income disregard, so is actually 138% of FPL.

Hooper, Lundy & Bookman, P.C.

• Coverage for those with income below 133%* of FPL and
otherwise ineligible for Medicaid: post-SCOTUS, state option
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Medicaid coverage options
after Supreme Court ruling
• States can:

• If state fails to implement Medicaid expansion:
• Those between 100% -133% of FPL can still get sliding scale
subsidy in Exchange
• Those below 100% of FPL have no source of subsidy

• Current status
• About 5.9 million of eligibles are in the states moving forward
• About 9.1 million are in,states undecided or not moving forward:
• 2.1 million likely qualify for Exchange subsidies (100-133% of FPL)
• 7 million remain uncovered (<100% of FPL)

Hooper, Lundy & Bookman, P.C.

• Implement full Medicaid expansion to 133% of FPL, or
• Refuse to implement Medicaid expansion, without penalty
• About 15 million individuals potentially eligible
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• 25 (24 states plus
DC) moving
forward
• 4 states are still
debating the policy
• 22 states are not
moving forward at
this time

Hooper, Lundy & Bookman, P.C.

Status of state decisions about Medicaid
expansion, as of September 3, 2013
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http://kff.org/health-reform/state-indicator/state-activity-around-expanding-medicaid-under-theaffordable-care-act/

Sources of Coverage, Non-Elderly in Millions

Medicaid and Exchange
coverage increases, and the
net number of uninsured
declines by about 25 million.
That still leaves about 30
million uninsured.
• The undocumented
(cannot get coverage in
Exchange or through
Medicaid)
• Those in States that have
not expanded Medicaid
• Those who can get
coverage but opt not to
enroll, including those
exempt from tax penalty

Hooper, Lundy & Bookman, P.C.

Over time, the number of uninsured
is projected to decline by about half
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Congressional Budget Office, May, 2013 Baseline

• While the number with coverage likely to increase by about 25
million, providers still face financial constraints
• About 30 million remaining uninsured
• Medicaid an increasing source of coverage with limited payment
rates
• Cost-sharing in Exchanges and in employer policies remains
• Cost-sharing continues to increase under traditional employer
policies
• Cost-sharing can be substantial even with “minimum essential
coverage”
• While maximum out-of-pocket cost limits are in place, cost-sharing
remains in the plans in the Exchange
• Other policies, such as grace periods, pose risks:
• ACA provides 90 day grace period for non-payment of premiums
• Insurers can “pend claims” for last 60 days – and ultimately not pay

Hooper, Lundy & Bookman, P.C.

Charity care and bad-debt
exposure continues
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Federal Grace Period
Month

Grace Period Impact

First Month

• Coverage continues
• Plan keeps premium assistance payment for the
enrollee

Second &
• Claims pended until premium paid or grace period ends
Third Months • Provide notice in response to eligibility requests and
claims submissions
Expiration of
Grace Period

• If outstanding premiums are not paid:
• Plan must remit premium assistance to HHS
• Enrollee is retroactively terminated to the end of
Month 1
• If outstanding premiums are paid:
• Coverage continues

Hooper, Lundy & Bookman, P.C.

• Three month grace period for non-payment of premiums by
enrollees receiving subsidized coverage (100 to 400% FPL)
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Federal Grace Period
• Enrollees in grace period may be . . .
• Eligible for increased premium assistance? Medi-Cal?
• Potential opportunity for provider to assist with eligibility
redetermination

• Gaming the system from October to December

• Federal rules appear to place the risk in months 2 and 3
exclusively on the shoulders of the provider

Hooper, Lundy & Bookman, P.C.

• Experiencing a change in circumstances
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An Alternative Approach to the
Grace Period

• Inconsistent with State law

• California’s Department of Managed Health Care contacted
CCIIO concerning this conflict
• CCIIO reportedly confirmed an alternative approach:
• Classify months 2 and 3 as a period of non-coverage or
“suspended” coverage
• Enrollee has right to reinstate coverage if outstanding premiums
are paid by the end of month 3

Hooper, Lundy & Bookman, P.C.

• In California, providers and regulators were concerned that,
during the grace period, providers would be required to
provide services to enrollees by providers could pend claims
and not pay if the enrollee did not make payment
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V. EDUCATION, OUTREACH, AND
ENROLLMENT

Hooper, Lundy & Bookman, P.C.

Navigators, IPAs, and CACs
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Enrollment and Coverage
• “No Wrong Door”—Single Stream-Lined Application

• Subsidized Exchange coverage (premium assistance tax credits and
cost-sharing reductions)
• Medicaid/CHIP Coverage

Hooper, Lundy & Bookman, P.C.

• Exchange Coverage
• Insurance affordability programs
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Enrollment Assistance: The
Players
•
•
•
•
•
•
•
•

Other government agencies, counties, and cities
Community and consumer-focused nonprofit groups
Labor, trade, industry, and professional associations and groups
Chambers of commerce
Small Business Administration resource partners
Hospitals, community clinics, and other provider groups
Licensed agents and brokers
Plans

Hooper, Lundy & Bookman, P.C.

• Exchange (through staff, call center, and web sites)
• Potential Exchange Partners
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Exchange Partners: Basic
Types
• Navigators
• Non-Navigator Assistance Personnel / In-Person assisters (IPAs)
• Certified Application Counselors (CACs) and Designated
Organizations

• Agents and Brokers
• Plan Sponsors

Hooper, Lundy & Bookman, P.C.

• Enrollment Assisters:
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Required

Funding

Role

Yes

• Federally-Facilitated:
HHS Grants
• State-Based: Grants
from operating budget

• Provide information on QHPs
• Assist with enrollment
• Consumer outreach

IPA

Optional

• Exchange
Establishment Grants

• Provide information on QHPs
• Assist with enrollment
• Consumer outreach

CAC

Yes

• None

• Provide information on QHPs
• Assist with applications
• Help facilitate enrollment

Designated
CAC Org.

No

• None

• Certify staff and volunteer
CACs

Navigator

Other
Names

•
•
•

CA: Certified Enrollment Entity
HI: Kōkua
KY: kynectors

•
•

MD: Connector Entity
NV: Exchange Enrollment
Facilitator

Hooper, Lundy & Bookman, P.C.

Enrollment Assisters
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The Health Care Provider Role
• Navigator and IPA Grants

• Insurers (issuers of health or stop-loss insurance and their
subsidiaries)
• Insurer associations
• “Recipients of any direct or indirect consideration from any health
insurance issuer or stop loss insurance issuer in connection with the
enrollment of any individuals or employees in a QHP or non-QHP”

• CAC
• Staff members may serve as individual CACs
• A facility/entity may be a designated organization providing CAC
services

Hooper, Lundy & Bookman, P.C.

• HHS awarded some Navigator grants to providers
• Providers are eligible for grants in some states
• Ineligible organizations:
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The Health Care Provider Role:
Designated Organizations
• Enter into agreement with Exchange
• Maintain a registration process and method to track the
performance of CACs

• Individual CACs will:
• Provide information about the full range of QHP options and
insurance affordability programs
• Assist individuals to apply
• Help to facilitate enrollment

Hooper, Lundy & Bookman, P.C.

• Designated organization may certify individual CACs that
satisfy CAC standards
• Requirements for Designated Organizations
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The Health Care Provider Role:
Steerage Issues
• Navigators: Provide information in a fair, accurate and impartial
manner
• CACs: Act in the best interest of the applicants and enrollees
assisted

• Required disclosures
• Navigators & IPAs: E.g., existing or anticipated financial, business,
or contractual relationships with issuers
• CACs: Relationships with QHPs or insurance affordability
programs and other potential conflicts of interest

• Additional State law requirements

Hooper, Lundy & Bookman, P.C.

• Must present all QHP and affordability options
• Standard of conduct
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Providing Plan Affiliation
Information
• Creates consumer risks (may enroll in plan that excludes
applicant’s preferred providers)
• Network information will be important

• Limitations on CACs activities
• Must provide information about the full range of coverage
options
• Must disclose contracts with health insurance issuers
• Must act in the best interests of the applicant

Hooper, Lundy & Bookman, P.C.

• Consumers are generally unaccustomed to narrow and tiered
provider networks
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Opportunities for Prospective
Enrollment

2014
Plan
Year

Future

Special Enrollment Periods

Enrollment Date

Coverage
Effective
Date

Oct. 1 – Dec. 15

January 1

Dec. 16 – Jan. 15

February 1

Jan. 16 – Feb. 15

March 1

Feb. 16 – Mar. 15

April 1

Mar. 16 – Mar. 31

May 1

Oct. 15 – Dec. 7

January 1

• Triggering Events—E.g.,
• Loss of coverage
• Change in subsidy
eligibility
• Marriage
• Move

• Length: 60 days
• Coverage Effective
• Following month or
• Second following month, if
enroll after 16th (except if
applicant lost coverage or
got married)

Hooper, Lundy & Bookman, P.C.

Open Enrollment
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Retroactive Enrollment?
Special Enrollment Period
Special
Enrollment
Period

60 days from date of
birth/adoption/placement

Coverage
Effective Date
is retroactive

“coverage is effective on the date
of birth, adoption, or placement
for adoption”

Subsidy
eligibility is
delayed

“Advance payments of the
premium tax credit and costsharing reductions . . . are not
effective until the first day of the
following month, unless the birth,
adoption, or placement for
adoption occurs on the first day of
the month.”

Hooper, Lundy & Bookman, P.C.

Birth, Adoption, or Placement for Adoption
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VI. BEYOND 2014
52

Hooper, Lundy & Bookman, P.C.

•
•
•
•

Multi-State Plans
Changes in employer-sponsored coverage
Patient Safety Organizations (PSOs)
Regulatory and Policy Evolution at Federal and State Levels

Hooper, Lundy & Bookman, P.C.

Issues on the Horizon
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Employer-Sponsored Coverage
• Enforcement/non-enforcement unlikely to impact larger
employers (>200 employees)
• May prompt more medium-sized employers (50-150 employees)
to offer coverage
• May gravitate toward minimum value coverage
• May be unaffordable for families

Hooper, Lundy & Bookman, P.C.

• IRS enforcement of large employer (≥ 50 FTEs) penalty
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Employer-Sponsored Coverage
• Exchanges that restrict SHOP to small employers (≤ 50 full-time
employees) will open up to employers with up to 100 employees
• 2017—States may choose to allow large group offerings on
Exchange

Hooper, Lundy & Bookman, P.C.

• IRS enforcement of large employer (≥ 50 FTEs) penalty
• SHOP Exchange Expansion
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Employer-Sponsored Coverage

• Tax credit for small employers (≤ 25 FTEs) offering coverage
through an Exchange
• Credit is only available for first two years Exchange coverage is
offered

Hooper, Lundy & Bookman, P.C.

• IRS enforcement of large employer (≥ 50 FTEs) penalty
• SHOP Exchange Expansion
• Phase-out of small employer tax credit
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Employer-Sponsored Coverage
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The Cadillac Tax
• Applies beginning with the 2018 tax year
• 40 percent excise tax on value of insurance benefits exceeding
threshold
• Estimated thresholds: $10,200 (Individual), $27,500 (Family)
• CBO: Originally estimated to bring in $137 billion over 10 years
• CBO May 2013: Estimated to bring in $80 billion over 10 years

• IRS regulations have not been issued yet
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Employer-Sponsored Coverage
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• Starting in 2015, an Exchange plan cannot contract with a
large hospital (50+ beds) that does not use a “patient safety
evaluation system” as described in the PSQIA (ACA
§ 1311(h)(1))
• Exchange plan-contracted hospitals will need to contract with
PSOs before 2015
• “Patient safety evaluations system” is defined as the collection,
management, or analysis of information for reporting to or by a
PSO
• A patient safety evaluation system necessitates a PSO contract

Hooper, Lundy & Bookman, P.C.

Patient Safety Organizations
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Beyond 2014

• States will eventually take-over federal Exchanges
• States will likely shift to active purchaser to restrain cost growth

• Federal/State policy likely to revisit key structural issues:
• Medicaid: some coverage could shift to Exchanges (Arkansas)
• Larger employers: more could buy in Exchanges if model works

• At some point, need for legislative policy revisions
• Coupled with payment pressures from Medicare, other
payers, Exchanges accelerate pressures on providers re:
costs/value/delivery reform across provider silos
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• Continuing phase-in of State Medicaid expansion and
enrollment in Exchanges
• Continuing evolution in policy after priority “start up” phase
• Likely shift in Exchange approaches
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