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LR 467 was an Interim Study to conduct research and provide recommendations
for implementing the federal Patient Protection and Affordable Care Act. It was
introduced by Senator Tim Gay on March 26, 2010. On April 7, 2010 the
Executive Board of the Nebraska Legislature referred it to the Health and Human
Services Committee.

Resolution:
ONE HUNDRED FIRST LEGISLATURE, SECOND SESSION
L EGISLATIVE RESOLUTION 467

introduced by Gay, 14; Campbell, 25; Gloor, 35; Heidemann, 1;
Mello, 5; Nordquist, 7; Pahls, 31.

PURPOSE: The purpose of this interim study is to conduct research and provide
recommendations for implementing the federal Patient Protection and Affordable
Care Act. The interim study will examine health care financing and delivery under
the act to determine the impact on health care coverage for all Nebraskans. This
study shall be conducted by a select committee consisting of two members of the
Appropriations Committee of the Legislature appointed by the chairperson of the
committee, two members of the Banking, Commerce and Insurance Committee
of the Legislature appointed by the chairperson of the committee, two members
of the Health and Human Services Committee of the Legislature appointed by the
chairperson of the committee, and three additional members who are not
members of such committees, with one member appointed by each chairperson
of such committees. The chairperson of the select committee shall be the
chairperson of the Health and Human Services Committee unless he or she is
not appointed to the select committee, in which case the chairperson of the
select committee shall be one of the two members of the Health and Human
Services Committee who were appointed to the select committee, selected by
the chairperson of the Health and In conducting the study, the select committee
shall consult with employers, small businesses, consumers, insurers, health care
providers, the Department of Health and Human Services, the Department of
Insurance, and other interested parties. Issues considered by the select
committee may include, but shall not be limited to:

(1) The effect of the federal Patient Protection and Affordable Care Act on
Nebraska;

(2) The role of employer-sponsored insurance and public programs in providing
health care coverage for Nebraskans; and

(3) Available funding options to ensure a financially

sustainable and affordable health care system.

NOW, THEREFORE, BE IT RESOLVED BY THE MEMBERS OF THE ONE
HUNDRED FIRST LEGISLATURE OF NEBRASKA, SECOND SESSION:

1. That a select committee of the Legislature shall be designated as provided in
this resolution to conduct an interim study to carry out the purposes of this
resolution.



2. That the committee shall upon the conclusion of its study make a report of its
findings, together with its recommendations, to the Legislative Council or
Legislature on or before December 31, 2010.

Members of the Select Committee responsible for completing the LR 467
Interim Study were:

Representing Health and Human Services Committee
Senator Tim Gay, Chair Select Committee
Senator Kathy Campbell
Senator Heath Mello (at-large)

Representing Appropriations Committee
Senator Lavonne Heidemann
Senator Jeremy Nordquist
Senator Tanya Cook (at-large)

Representing Banking, Commerce and Insurance Committee
Senator Pahls
Senator Mike Gloor
Senator Galen Hadley (at-large)

Public Hearings

The public hearings for LR 467 Interim Study were held Thursday, September
16™; Friday, September 17" and Thursday, October 7" in room 1510 in the
Nebraska State Capitol. Below are the testifier and summary of the topics
covered. The exhibits are included with this Interim Study Report. Additional

_ research resources provided to the Select Committee are also included with this
Report.

Testifiers on Thursday, September 16, 2010 included:

Joy Johnson Wilson, Federal Affairs Counsel and Health Policy
Director at the National Conference of State Legislature (NCSL). NCSL
represents the legislatures of the 50 states, its commonwealths, territories and
the District of Columbia. As Federal Affairs Counsel, she assists with overall
government relations, administrative and public affairs activities in the
Washington Office. As Director of Health Policy, she designs and implements the
lobbying strategy for the conference on health care issues. She recently served
as a non-voting member of the Medicaid Commission established by HHS
Secretary Mike Leavitt.

Topic: Overview and state perspective

Exhibit #1




Mark Bowen, Director of Government Relations at UNMC. Mr. Bowen has
served at University of Nebraska Medical Center (UNMC) since 2007. He has
extensive knowledge of the Affordable Care Act and has been working to
facilitate education regarding the provisions of the Act and the strategic
implementation of the Act at UNMC. Prior to coming to UNMC Mark was Chief of
Staff for the City of Lincoln for seven years. He holds a journalism degree and
teaching certificate from the University of Nebraska-Lincoln and began his career
as communications specialist for the Lincoln Public Schools. In 1981, he moved
to Washington, D.C., to serve as press secretary and communications director to
U.S. Senator Jim Exon and handle education issues. In 1991, he returned to
Nebraska as the state director for the senator, managing legislative issues and
supervising four district offices. Subsequently, he served for four years as the
state director of the U.S. Department of Agriculture's Farm Service Agency.

Topic: Overview and implementation

Exhibit #2

Cory Shaw MD, CEO of the UNMC Physicians, the physician practice plan for
the University of Nebraska Medical Center. In this role, he is responsible for the
strategic and day-to-day operations of the clinical practice including all clinical,
financial and administrative functions. In 2005, Shaw was appointed to serve as
a member of the Nebraska Medicaid Reform Advisory Committee. He serves on
the steering committee for the American Association of Medical College's group
on faculty practice. He previously served on the Nebraska Coalition on Access to
Health Insurance. He earned his undergraduate degree from the University of
Nebraska-Lincoln and his master's degree from the University of Missouri-
Columbia.

Topic: Medicaid, Access of care

Exhibit #3

Thomas Tape, M.D., Professor and Chief of UNMC General Internal Medicine.
Dr. Tape received his BA from Dartmouth College in 1977 and an MD from
Washington University in St. Louis in 1981 and did his residency and fellowship
training in internal medicine at the University of Rochester (NY). Dr. Tape joined
the UNMC internal medicine faculty in 1986. His work at UNMC has blended
teaching, research, patient care and administration. His research has focused on
better understanding how physicians make diagnostic and therapeutic medical
decisions with the aim of improving the quality of those decisions. He has also
devoted extensive time to helping design and implement electronic medical
records systems that enhance physician productivity and improve patient care.
He oversees the clinical, teaching, and research duties of approximately 40
faculty members. Dr. Tape is currently serving a four-year term as governor of
the Nebraska Chapter of the American College of Physicians (ACP). With
approximately 129,000 members, ACP has a keen interest in health care reform
at both the state and federal levels.

Topics- Primary Care Workforce

Exhibit #4




Pamela D. Bataillon, MBA, MSN, BN, Associate Professor and Assistant Dean
for Administration at the UNMC College of Nursing. She is responsible for the
implementation of organizational business strategies. Immediately prior to joining
UNMC, she served as legislative staff as a Robert Wood Johnson Foundation
Health Policy Fellow for U.S. Senator Blanche L. Lincoln and as staff assistant to
the Senate’s Special Committee on Aging. Her Senate work included research,
analysis and advising on a wide range of health issues, particularly those related
to long term care and integration of health care in the community. She was Chief
Operating Officer of Visiting Nurse Association (VNA) of the Midlands, CEO of
the Visiting Nurse Association of Pottawattamie County and Health Department
Director for Pottawattamie County, re-engineering the operational and finance
functions to strengthen clinical care, financial management, and to prepare the
organizations to survive and thrive under the incoming prospective payment for
home health services. She led the two lowa organizations to valued positions as
the State’s strategic planning partners in maternal-child health and community-
based care for the elderly and chronically ill.

Topic: Health Care Workforce

Exhibit #5

Judy Baker, Regional Director of the U.S. Department of Health and Human
Services, Region VI, Kansas City, has served in the health services arena for 30
years in both the private and public sectors. Before being appointed by Secretary
Kathleen Sebelius to the regional post, she completed two terms as State
Representative for the state of Missouri. While in the legislature, she worked on
several key health care-related initiatives and contributed to policymaking on the
health care committees. These accomplishments helped earn her the recognition
of “Emerging Health Care Leader” from the National Conference of State
 Legislatures. Ms. Baker’s educational background includes a bachelor’s degree
in educational studies, a master’s degree in divinity, and a master’s in health care
administration and informatics from the University of Missouri.

Topics: Federal perspective of Health Care Reform, CMS

Exhibit #6

Jose Balardo, JD, MSW, MS, Acting Regional Health Administrator, Region VI,
Kansas City, Captain (CAPT) Jose Balardo is a career officer of the United
States Public Health Service (USPHS). His professional education is as follows:
Bachelor's (1988) and Master’s Degree in Social Work from Virginia
Commonwealth University (1990); Master’s of Science Degree in Administration
(Specialization: Health Care Administration) from the University of Maryland
(1999); and a Juris Doctorate, (Specialization: Health Care Law) from the
University of Baltimore School of Law. As the Acting RHA, CAPT Balardo is the
principal federal public health leader for Region VII. He has the overall
responsibility for managing five programs: Office of Minority Health, Office on
Women'’s Health, Office of Population Affairs, Regional Resource Network for
HIV/AIDS Capacity Building, and the Medical Reserve Corps. Prior to serving in




his current capacity, CAPT Balardo served as the Deputy RHA for nearly three
years. Before joining OPHS, he was the Director of the Healthy Tomorrows
Partnership for Children Program in the DHHS Health Resources and Services
Administration’s (HRSA). The Healthy Tomorrows Program purpose is to
stimulate innovative community-based programs that employ prevention
strategies to promote access to health care for mothers and children nationwide.
Before joining Healthy Tomorrows, CAPT Ballard served as a Program Director
in the Division of Perinatal Systems and Women’s Health. He was the Program
Director for 12 urban and rural Healthy Start (a national initiative created to
reduce infant mortality rates in targeted areas) sites. Prior to joining the USPHS,
he served as a Medical Service Corp Officer in the U.S. Army. While in the
Army, CAPT Balardo served as the Administrator for several family-centered,
community-based programs at different military installations within the United
States. He also served as the Chief Mental Health Officer while deployed to
Somalia, Africa during Operation Restore Hope.

Topic: Public Health Services, Public Health

Exhibit #7

Vivianne Chaumont, Director of the Division of Medicaid and Long-Term Care in
the Nebraska Department of Health and Human Services (DHHS) For almost 30
years she has had a lead role in developing and implementing policy that impacts
the daily lives of children, the elderly and others in need. Prior to coming to
Nebraska she was the CEO of ValueOptions of AZ, Inc., a company with
contracts to manage the care and delivery of services to Medicaid clients and
individuals with mental illness in Arizona. Previous to that, from 1985 to 2005,
she worked in Colorado, first as Assistant Attorney General in the Colorado
Office of the Attorney General where she was chief counsel for the state’s
Medicaid program and the Children’s Basic Health Plan, along with other public
assistance and public health programs; then as the director of the Medical
Assistance Office within the Colorado Department of Health Care Policy and
Financing, where she was responsible for establishing and managing policies of
Colorado’s Medicaid program. From 1980 to 1984 she was counsel for the
California Department of Health Services, advising the department on programs
relating to environmental health. Ms. Chaumont received her bachelor's degree
in 1975 and law degree in 1978 from the University of California — Davis.

Topics: Medicaid

Exhibit # 8

Testifier for Friday, September 17, 2010 was:

Ann Frohman Director of the Nebraska Department of Insurance

(NDOI). Ms Frohman was appointed by Governor Dave Heineman in November,
2007. She has vast experience in insurance regulation. Starting her career as a
clerk for the Nebraska Supreme Court, Ms. Frohman developed an early and
lasting interest in corporate and regulatory law. She developed particular




expertise on the impact of state and federal constitutional law on regulatory law.
That interest in regulatory and corporate law developed during her time as a staff
attorney for the NDOI from1990-1996. During her time as a staff attorney, Ms.
Frohman coordinated the development of many of Nebraska’s insurance laws.
As Director, Ms. Frohman oversees one of the largest domestic insurance
industries in the United States.

Topics- Insurance, Exchanges

Exhibit # 9

Testifiers for Thursday, October 7, 201_0 included:

JoAnn Lamphere, DrPH, Director, State Government Relations & Advocacy,
Health & Long-term Care, AARP Dr. Lamphere leads a team of legislative
experts and serves as a main strategy advisor to AARP's fifty-three state offices.
Dr. Lamphere provides political and analytic guidance to support enactment of
national and state legislative priorities in areas of health care reform; long-term
services and supports; effective, quality health care; and prescription drug
affordability. Since passage of national health care reform, her priority is to
assure the successful implementation of the Affordable Care Act across the
states. Dr. Lamphere rejoined AARP in 2006 after serving six years as a senior
consultant with The Lewin Group, where her areas of expertise included public
sector financing, state health reform, long-term care policy, and tax credits for
health coverage. From 1997 to 2000, she was Senior Policy Advisor for AARP's
Public Policy Institute. Her professional experience also includes Senior
Associate, Alpha Center, Washington, DC; Research Associate and Lecturer,
Department of Health Policy and Management, University of North Carolina at
Chapel Hill; Administrative Manager, New England Medical Center, Boston; and
Health Policy Analyst and Program Director, New York State Department of
Health. She earned her doctorate in Health Policy and Management from
Columbia University and is an Adjunct Associate Professor at the University of
Maryland. In addition to being a noted author and frequent lecturer, she is a
founding member of the Campaign for Effective Patient Care.

Topics: Impact of PPACA on Medicare beneficiaries and changes that

may affect state programs; Exchanges from elder consumer perspective;

Integration of Medicaid and health insurance exchanges; PPACA and

long-term care- Balancing Incentive Payment and Community First Choice

Option

Exhibit #1
Mark Intermill, American Association of Retire Persons

Bruce Rieker, Nebraska Hospital Association
Topic: Health care access, quality, systems changes, financing
Exhibit #2
e NHA PowerPoint- LR 467 Interim Study Hearing
¢ PPACA and HCEARA Summary of Provisions



o State Policymakers Priorities for Succesful Implementation of Health
Reform(National Academcy for State Healht Policy, May 2010)

e State Structures for Implement Health Reform (National Academy for State
Health Policy, October 13, 2010)

¢ State Decision-Making Implementing National Health Reform (NGA Health
Summit Discussion Draft)

¢ Health Care Reform Where are we and What’s Next (UNMC November 22,
2010)

e Letter Vivianne Chaumont, Milliman Report Update (November 17, 2010)

¢ 2011 State Legislature Check List for Health Reform Implementation
(NCSL, December 2010)

Executive Session

An executive session of the Select Committee was held on November 15, 2010.
Present were Senators Gay, Campbell, Gloor, Hadley, Mello and Nordquist.
Discussion regarding proposed next steps ensued. It was determined that the
Select Committee would recommend a Legislative Resolution for continued
discussion, review, implementation and oversight of the Patient Protection and
Affordable Care Act.

Legislative Recommendation: Legislative Resolution

Subsequent to the executive session, discussion, and review of proposed
resolutions by the Select Committee of the LR 467 Interim Study the draft
recommendation for a Legislative Resolution for a Health Care Reform
Implementation and Oversight Committee of the Legislature is as follows.

ONE HUNDRED SECOND LEGISLATURE, FIRST SESSION

LEGISLATIVE RESOLUTION
Introduced by

WHEREAS, the One Hundred First Legislature, Second Session, created a
select committee pursuant to Legislative Resolution 467 to conduct research and
provide recommendations for implementing the federal Patient Protection and
Affordable Care Act; and

WHEREAS, the interim study conducted pursuant to Legislative Resolution 467
examined health care financing and delivery under the federal act to determine
the impact on health care coverage for all Nebraskans; and

WHEREAS, the select committee conducted several public hearings in Nebraska
to facilitate wide collaboration, gather guidance and information from a variety of
sources, and begin to develop recommendations to present to the Legislature
regarding health care reform and the implementation of the federal act in
Nebraska; and '



WHEREAS, the select committee has determined that continued input is
necessary to monitor the ongoing development of the implementation of the
federal act.

NOW, THEREFORE, BE IT RESOLVED BY THE MEMBERS OF THE ONE
HUNDRED SECOND LEGISLATURE OF NEBRASKA, FIRST SESSION:

1. That the Legislature hereby calls for the Executive Board of the Legislative
Council to meet forthwith and reappoint the select committee of the Legislature to
be known as the Health Care Reform Implementation and Oversight Committee
of the Legislature. The committee shall consist of nine members of the
Legislature appointed by the executive board. The executive board shall give first
consideration to members of the select committee appointed pursuant to
Legislative Resolution 467. The membership of the Health Care Reform
Implementation and Oversight Committee of the Legislature shall consist of two
members of the Appropriations Committee, two members of the Banking,
Commerce and Insurance Committee, the chairperson and one other member of
the Health and Human Services Committee, and three additional members of the
Legislature. The chairperson of the Health and Human Services Committee shall
serve as the chairperson of the Health Care Reform Implementation and
Oversight Committee.

2. That the Health Care Reform Implementation and Oversight Committee shall
continue the work of the select committee appointed pursuant to Legislative
Resolution 467. The committee shall consult and encourage collaboration,
coordination, and system wide communication with a broad array of public and
private entities involved in Nebraska health care issues, including employers,
small businesses, consumers, insurers, health care providers, institutions of
higher education, community health centers, national and regional policy
research organizations, state agencies, federal agencies, and other interested
parties. The committee shall assist with the communication and collaboration of
health care reform implementation between standing committees of the
Legislature as the committees develop health care reform policies and proposed
legislation within their subject matter jurisdiction.

3. That the Health Care Reform Implementation and Oversight Committee may
consider issues, including, but not limited to:

a. Nebraska's strategic implementation of the federal Patient Protection
and Affordable Care Act with special attention to Medicaid expansion, eligibility
determination and enrollment processes, benefit design, the insurance
exchange, health insurance reform, and workforce development;

b. Review of policy improvements and efficiencies to Nebraska health care
delivery systems and payment reforms to ensure Nebraskans have quality and
access, including capacity and affordability, through Nebraska's health care
systems;



» State Structures for Implement Health Reform (National Academy for State
Health Policy, October 13, 2010)

» State Decision-Making Implementing National Health Reform (NGA Health
Summit Discussion Draft)

¢ Health Care Reform Where are we and What’s Next (UNMC November 22,
2010)

e Letter Vivianne Chaumont, Milliman Report Update (November 17, 2010)

* 2011 State Legislature Check List for Health Reform Implementation
(NCSL, December 2010)

Executive Session

An executive session of the Select Committee was held on November 15, 2010.
Present were Senators Gay, Campbell, Gloor, Hadley, Mello and Nordquist.
Discussion regarding proposed next steps ensued. It was determined that the
Select Committee would recommend a Legislative Resolution for continued
discussion, review, implementation and oversight of the Patient Protection and
Affordable Care Act.

Legislative Recommendation: Legislative Resolution

Subseguent to the executive session, discussion, and review of proposed
resolutions by the Select Committee of the LR 467 Interim Study the draft
recommendation for a Legislative Resolution for a Health Care Reform
Implementation and Oversight Committee of the Legislature is as follows.

ONE HUNDRED SECOND LEGISLATURE
FIRST SESSION

LEGISLATIVE RESOLUTION
Introduced by

WHEREAS, the One Hundred First Legislature, Second Session, created a
select committee pursuant to Legislative Resolution 467 to conduct research and
provide recommendations for implementing the federal Patient Protection and
Affordable Care Act; and

WHEREAS, the interim study conducted pursuant to Legislative Resolution 467
examined health care financing and delivery under the federal act to determine
the impact on health care coverage for all Nebraskans; and

WHEREAS, the select committee conducted several public hearings in Nebraska
to facilitate wide collaboration, gather guidance and information from a variety of
sources, and begin to develop recommendations to present to the Legislature
regarding health care reform and the implementation of the federal act in
Nebraska; and '



WHEREAS, the select committee has determined that continued input is
necessary to monitor the ongoing development of the implementation of the
federal act.

NOW, THEREFORE, BE IT RESOLVED BY THE MEMBERS OF THE ONE
HUNDRED SECOND LEGISLATURE OF NEBRASKA, FIRST SESSION:

1. That the Legislature hereby calls for the Executive Board of the Legislative
Council to meet forthwith and reappoint the select committee of the Legislature to
be known as the Health Care Reform Implementation and Oversight Committee
of the Legislature. The committee shall consist of nine members of the
Legislature appointed by the executive board. The executive board shall give first
consideration to members of the select committee appointed pursuant to
Legislative Resolution 467. The membership of the Health Care Reform
Implementation and Oversight Committee of the Legislature shall consist of two
members of the Appropriations Committee, two members of the Banking,
Commerce and Insurance Committee, the chairperson and one other member of
the Health and Human Services Committee, and three additional members of the
Legislature. The chairperson of the Health and Human Services Committee shall
serve as the chairperson of the Health Care Reform Implementation and
Oversight Committee.

2. That the Health Care Reform Implementation and Oversight Committee shall
continue the work of the select committee appointed pursuant to Legislative
Resolution 467. The committee shall consult and encourage collaboration,
coordination, and system wide communication with a broad array of public and
private entities involved in Nebraska health care issues, including employers,
small businesses, consumers, insurers, health care providers, institutions of

. higher education, community health centers, national and regional policy
research organizations, state agencies, federal agencies, and other interested
parties. The committee shall assist with the communication and collaboration of
health care reform implementation between standing committees of the
Legislature as the committees develop health care reform policies and proposed
legislation within their subject matter jurisdiction.

3. That the Health Care Reform Implementation and Oversight Committee may
consider issues, including, but not limited to:

a. Nebraska's strategic implementation of the federal Patient Protection
and Affordable Care Act with special attention to Medicaid expansion, eligibility
determination and enroliment processes, benefit design, the insurance
exchange, health insurance reform, and workforce development;

b. Review of policy improvements and efficiencies to Nebraska health care
delivery systems and payment reforms to ensure Nebraskans have quality and
access, including capacity and affordability, through Nebraska's health care
systems;



c. Utilization of technology for safe storage and transmission of health
information, medical administration efficiencies, health care delivery, and
aggregate data across systems to monitor population health, identify priorities for
improvement, and track progress toward improvement goals;

d. Leveraging federal grants, pilot programs, and other nonstate funding
sources to assist with health care reform; and

e. Aligning purchasing power of the state within Medicaid, the Children's
Health Insurance Program, public employees and retirees, and the insurance
exchange to form public-private partnerships to coordinate and integrate efforts
with providers, employer-sponsored insurance companies, and other
stakeholders to provide health care redesign in Nebraska to improve efficiencies
and delivery, ensure financial sustainability, and maximize public health and
wellness.

4. That the Health Care Reform Implementation and Oversight Committee is
hereby authorized to continue its work until the beginning of the One Hundred
Second Legislature, Second Session, and shall, upon the conclusion of its work,
make a report of its findings, together with its recommendations, to the
Legislature on or before December 31, 2011.



PUBLIC HEARING

SEPTEMBER 16, 2010

LR 467 INTERIM STUDY REPORT

PATIENT PROTECTION AND
AFFORDABLE CARE ACT



LR 467 Interim Study
September 16™ and 17" 2010 Hearing Presenters

Thursday, September 16, 2010
9:00 am-Noon

Joy Johnson Wilson is Federal Affairs Counsel and Health Policy
Director at the National Conference of State Legislature (NCSL). NCSL
represents the legislatures of the 50 states, its commonwealths, territories
and the District of Columbia. As Federal Affairs Counsel, she assists with
overall government relations, administrative and public affairs activities

in the Washington Office. As Director of Health Policy, she designs

and implements the lobbying strategy for the conference on health care
issues. She recently served as a non-voting member of the Medicaid
Commission established by HHS Secretary Mike Leavitt.

Mark Bowen is Director of Government Relations at UNMC. Mr. Bowen has
served at UNMC since 2007. He has extensive knowledge of the Affordable Care Act
and has been working to facilitate education regarding the provisions of the Act and the
strategic implementation of the Act at UNMC. Prior to coming to UNMC Mark was
Chief of Staff for the City of Lincoln for seven years where he directed and advanced the
state and federal legislative program for the City of Lincoln, including organizing and
advocating legislative priorities and analyzing the effect of legislation on operations,
policy and revenue. He obtained his journalism degree from the University of Nebraska-
Lincoln and began his career as communications specialist for the Lincoln Public
Schools. In 1981, he moved to Washington, D.C., to serve as U.S. Senator Jim Exon's
press secretary/communication director. In 1991, he became state director for the senator,
a job in which he coordinated legislative strategy and supervised four district offices.
Subsequently he served for four years as state director of the U.S. Department of
Agriculture's Farm Service Agency. ‘

Thursday, September 16, 2010
1:00 p.m. - 4:00 p.m.

Judy Baker Regional Director of the U.S. Department of Health and
Human Services (HHS), has served in the health services arena for 30
years in both the private and public sectors. Before being appointed by
Secretary Kathleen Sebelius to the regional post, she completed two

terms as State Representative for the state of Missouri. While in the
legislature, she worked on several key health care-related initiatives

and contributed to policymaking on the health care committees. These
accomplishments helped earn her the recognition of “Emerging Health
Care Leader” from the National Conference of State Legislatures.



Ms. Baker’s educational background includes a bachelor’s degree
in educational studies, a master’s degree in divinity, and a master’s
in health care administration and informatics from the University of
Missouri.

Vivianne Chaumont is the Director of the Division of Medicaid and Long-Term
Care in the Nebraska Department of Health and Human Services (DHHS) For
almost 30 years she has had a lead role in developing and implementing policy that
impacts the daily lives of children, the elderly and others in need. Prior to coming to
Nebraska she was the CEO of ValueOptions of AZ, Inc., a company with contracts to
manage the care and delivery of services to Medicaid clients and individuals with mental
illness in Arizona. Previous to that, from 1985 to 2005, she worked in Colorado, first as
Assistant Attorney General in the Colorado Office of the Attorney General where she
was chief counsel for the state’s Medicaid program and the Children’s Basic Health Plan,
along with other public assistance and public health programs; then as the director of the
Medical Assistance Office within the Colorado Department of Health Care Policy and
Financing, where she was responsible for establishing and managing policies of
Colorado’s Medicaid program. From 1980 to 1984 she was counsel for the California
Department of Health Services, advising the department on programs relating to
environmental health. Ms Chaumont received her bachelor’s degree in 1975 and law
degree in 1978 from the University of California — Davis.

Friday, September 17, 2010
9:00 a.m.

Ann Frohman Director of the Nebraska Department of Insurance
(NDOI). Ms Frohman was appointed by Governor Dave Heineman in
November, 2007. She has vast experience in insurance regulation. Starting
her career as a clerk for the Nebraska Supreme Court, Ms. Frohman
developed an early and lasting interest in corporate and regulatory law.
She developed particular expertise on the impact of state and federal
constitutional law on regulatory law. That interest in regulatory and
corporate law developed during her time as a staff attorney for the
NDOI from1990-1996. During her time as a staff attorney, Ms. Frohman
coordinated the development of many of Nebraska’s insurance laws. As
Director, Ms. Frohman oversees one of the largest domestic insurance
industries in the United States.




Federal Health Reform - The Basics

O

'INTERIM HEARING
S IMPLEMENTATION OF
.; THE PATIENT PROTECTION AND AFFORDABLE CARE ACT
o NLBRASKA UNICAMERAL LEGISLATURE :
) SEPTEMBER 16 2010 :

JOY JOHNSON Wll bON
Y e o HEALTH POLICY DIRE(.TOR
NATIONAL CONI‘ERENCF QOF 5TATE IEGISLATURES

The Laws

O

 The Patient Protection and Affordable Care Act (P.L.
S 111- 148 PPACA) was signed into law on March 23,
'2010.
e The Health Care and Education Reconciliation Act of
2010 (P.L. 111-152) was signed into law on March 31,
2010 and amended some of the prov131ons of P.L.
| 111-148.
e The package is now often referred to as..."The.
Affordable Care Act"




Health Reform Overview

O

« Maintains an employer-based health care system
o Imposes a penalty on employers that fail to provide coverage
- or whose employees go to the health insurance exchange for
coverage and receive federal subsidies

+ Expands and modifies the Medicaid to become the foundatlon
‘for the reformed health care system- ~

"o All 1ncl1v1cluals with i 1ncomes ator below 133% of the federal
~ poverty level (FPL) are ellglble

e 'Requlres 1nd1v1duals to obtaln qualified coverage
Imposes a tax on 1nd1 idu als who fail to comply

. 'Imposes new ref ms on health 1nsurers and makes major. .~ .-
] ealth i 1nsurance is regulated

Health Reform Overview

O

« Establishes health care exchanges to help individuals and small
businesses (initially) to purchase qualified coverage
« Establishes subsidies for premiums and cost-sharing for
individuals with incomes between 133% and 400% of the federal
“poverty level (FPL) :




Medicaid Expansion

O

« Establishes a natlonal minimum e11g1b111ty level at
133% of FPL ($14, 400) TR

o Eligibility is based on solely on income usmg Modlﬁed
AdJusted Gross Income (MAGI) as the standard

‘o Eliminates state deﬁned income d1srega1 ds and estabhshes a
standard income dlsregard of 5 percent ~

o (SSI, child welfare SSDI, medlcally needy, Medlcare Savmgs L
Programs beneﬁmarles are exempt)
¢ Adds new mandatory categories of Medlcald—
~eligibles:. (1)Single, childless adults who are not dlsabled
(2 Parents, (3) Former Foster Care Children (aged out
of foster care) up to age 26 LR

Medicaid - Enhanced FMAP

O

* Enhanced FMAP for Newly Eligibles 2014 — 2020

% " Federal Match - »*"

2014 . 100% -
2015 100%
2016 100%
2017 95%
2018 94%
2019 93%

. 2020 a:td‘ﬂ)ereafter , 90%

There are special provisions for "expansion states"




Medicaid- Maintenance of Effort

O

« Temporary Maintenance of Effort -

o Prohibits changes in ehglblhty standards,
methodologles and procedures that are more
restrictive than those in place on date of enactment

~ (March 23, 2010) _ .t s d

e Explres for non- mandatory adults in 2014 when the 5
“health care exchanges become effective and on ' )
September 30, 2019 for chlldren under age 19.

. Chlldren S Health Insurance Program (CHIP)
 retentionisa grant condltlon for contlnued part101patlon =
in the Medlcald program : :

Medicaid MOE - Financial Hardship Exemption

O

+ State Financial Hardship Exemption
o If the governor of a state certifies that the state has a
budget deficit in the current year or will have a budget deficit
in the succeeding year, the state will not have to maintain the
eligibility standards from March 23, 2010 to non-mandatory

adults with incomes above 133% of the federal poverty level
(FPL). :

o This provision becomes effective December 31, 2010
and sunsets on December 31, 2013.




New Medicaid Mandates

O

¢ Phase-in Medicare rates for primary care providers (100% federal
match for increment above current rate) for 2013 and 2014 only

. Coverage of preventive semces, no cost-sharing -

« ‘Reimbursement of Medicaid services prov1ded by school-based
- health clinics. o

. Quallty measures for adult beneficiaries - ;
' o Non-Payment for certain Health Care Acqulred Condltlons (mlrrors .
S Medlcare prov1510n) : »
e State use of National Correct Codmg Imtlatlve (NCCI) - 10/ 1 / 2010
) . :Coverage of Comprehenswe Tobacco Cessatlon Semces for :
A Pregnant Women (10/1/2010) e LR :
. Background checks for direct patient access employees of long term o
; _care facilities and prov1ders : ‘

Reduction in DSH Payments

O

¢ Directs the HHS Secretary to reduce DSH payments to
states by $14.1 billion between FY 2014-FY 2020

“+ Requires the Secretary to carry out the reductlons usmg
the "DSH Health Reform Methodology" that will impose
the largest reductions on states that:

o Have the lowest percentage of uninsured individuals (determined on
the basis of: (1) data from the Bureau of the Census; (2) audited
hospital reports; and (3) other information likely to yield accurate
data) during the most recent year for which the data is available; or

o Do no target their DSH payments on: (a) hospitals with high

* volumes of Medicaid inpatients; and (b) hospitals that have hlgh
levels of uncompensated care (excluding bad debt).




Demonstrations Projects

® Demonstrations

o Evaluate Integrated Care (bundled payments) around a '
‘Hospitalization; Medicaid Global Payments; Pediatric Accountab]e
Care Orgamzatlon (ACO) and Medlcald Emergency Psychlatrlc Care

é}aPreventlon and Wellness o
: _o Incentlves for Coverage of Preventive Semces
X Add 1 percentage pomt to regular FMAP

s o Coverage ‘of Comprehenswe Tobacco Cessation Servmes for .
; Pregnant Women (see mandates)

.._';‘:o Incentlve Grants for the Preventlon of Chromc Dlseases (1/ 1/ 2011)
AR Promotmg healthy hfestyles e :
’.,"‘o Medlca]/Home State Optlon D

Medicaid & Long-Term Care

O

. Commrmity First Option (10/1/2011)
e Home_& Community-Based Services
° Home & Community-Based Incentives (2011)
. Money Follows the Person Rebalancing Demonstration

° Treatment of Spousal Impovenshment in Home &
B Communlty—Based Programs (1/1/2014)

e Fundlng for Aging and Disability Resource Centers
« Waiver Authorlty for Dual-Eligible Demonstrations

e Establishes a Federal Coordmated Health Care.
Office Wlthln CMS (for dual ehglbles) 3/ 1/ 2010




What Happens to CHIP?

® Authorlzatlon >

o) Extends the current Children's Health Insurance Program (CHIP)
authorization perlod for two years, through September 30, 2014

' Mamtenance of Effort

. “0. Requ1res states upon enactment 1o, mamtam current mcome o
. ehglblhty levels for CHIP through September 30 2019

0 Pr htbtts states from 1mp1ement1ng 1mplement ehglblhty standards
S methddologles or procedures that were more restrictive than those
oA place on the date of enactment (March 23, 2010), with the -
w 'tmg hsts for enrollmg chlldren in CHIP

ns. esMedlcald Davments on comphance thh
ne ‘ntenance of effort provxsmn B

What Happens to CHIP?

O

» Eligibility for Tax Credits in the Health
Insurance Exchange

o Provides that CHIP-eligible children, who cannot enroll in
CHIP due to federal allotment caps, will be deemed ineligible
for CHIP and wﬂl then be ellolble for tax credlts in the
exchange g E

« Enhanced ‘Federal Matchlng Payments

o Provides that from FY 2016 to FY 2019, states will receive a23
percentage pomt increase in the CHIP match rate, subject toa
: cap of 100 percent




CHIP & the Health Insurance Exchange

O

o CHIP and the Health Insurance Exchange

o Provides that after FY 2015 states may enroll targeted low-
income children in qualified health plans that have been
certified by the Secretary. : ‘

o Requ1res the Secretary to no later than Aprll 1, 2015 to review
in each state the benefits offered for children’ and the cost-
sharing imposed by qualified health plans offered through a
~Health Insurance Exchange.

o} Requlres the Secretary to certify (certlﬁcatlon of comparablhty
of pedlatrlc coverage) plans that offer benefits for children and
impose cost-sharing that the Secretary determines are at least
. comparable to the benefits and cost—sharmg prot thl’lS
prov1ded under the state CHIP

CHIP - State Employee’s Children

: O

= Exceptions to Exclusion of Children of State and
Local Government Employees

o Maintenance of Effort with Respect to Per Person Agenc
Contribution for Family Coverage — Requires the amount o
annual agency expenditures made on behalf of each employee .
enrolled in health coverage paid for by the agency that includes
dependent coverage for tﬁe most recent state fiscal year is not less
than the amount of such expenditures made by the agency for the -
1997 state fiscal year, increased by the percentage increase in the
medical care expenditure category of the Consumer Price Index for
All-Urban Consumers (all items: U.S. Clty Average) for two s

-~ preceding fiscal years.

x Hardship Exception — A child qualifies for a hardship exemptlon 1f
the state determines, on a case-by-case basis, that the annual -
gregate amount of premiums and cost- shanng imposed for coverage
%the family of the child would exceed 5 percent of such fannly’ S
income for the year involved. , »




Employer Responsibility

O

¢ Penaltles for Fallure to Prov1de Coverage :

o Requires an employer with more than 50 full-time equivalent employees
that does not offer coverage and has at least one full-time equivalent
“employee receiving the premium assistance tax credit to make a payment of .
$2000 per-full-time equivalent employee.

o Excludes/ disregards the first 30 full-time employees.

o Requires an employer with more than 50 full-time equivalent employees Co
that offers coverage and has at least one full-time equivalent employee: -
_receiving the premium assistance tax credit to make a payment of $3ooo
- perf -time eqmvalent employee. _ =

Y0 Excludes dlsregards the first 30 full-time employees R ‘ =
DR Penalty capped at $2000 x number of full-tlme employees after applymg the
“. 3o full-time employee disregard. ..~ . v
.+ Large Employers with Waiting Periods 2fs -
= & Amends the. employer shared responsibility policy such that a large employer
' requiring a waiting period before an employee may enroll in coverage of - -
longer than 60 days wﬂl pay a fine of $6poo per full tune equlv ent
employee. ) v

Small Business Tax Credit

O

¢ Small employers (under 50 FTEs) are exempt from the employer
responsibility provisions and penalties.
o Small employers with fewer than 25 full-time equivalent
employees and average annual wages of less than $50,000 that
- purchase health insurance for employees are eligible for the tax
credit. The maximum credit will be available to employers with
* 10 or fewer full-time equivalent employees and average annual
wages of less than $25,000. - . :
e To be eligible for a tax credit, the employer must contribute at
~ least 50 percent of the total prem1um cost. ' ,
« Businesses that receive state health care tax credlts may also
quahfy for the federal tax credit. -

° Dental and v1$1on ca ualify for the credit as w




Small Business Tax Credit cont.

¢ 2010 - 2013

o For20i1o0 through 2013, eligible employers will receive a small
~business credit for up to 35 percent of their contrrbutlon toward the
: employee S health insurance premium.
0 Tax—exempt small busmesses meeting the above requirements are
_eligible for tax credits of up to 25 percent of thelr contrlbutlon

7‘2014 and thereafter

- "o.For 2014 and beyond small employers who purchase coverage .
through the new Health Insurance Exchanges can receive a tax cred1t ,
for two years of up to 50 percent of their contrlbutlon ’ :

' o Tax-exempt small busmesses meeting the above requ1rements are -
- eligible for tax credits of up to 35 percent of their contnbut1on

Individual Responsibility

O

« Requires individuals to maintain minimum essential coverage beginning in
2014. ' -
° Penaltles for Failure to Maintain Coverage
o Failure to rnalntam coverage will result in a penalty that is the greater of
a ﬂat fee $951i in 2014; $325 in 2015; and $695in 2016 OR the following
'percent of the excess household income above the threshold amount
required to file a tax return—--—l% of income in 2014; 2% of i income in
'2015;°2. 5% of income in 2016 and subsequent years.
o Forthose under the age of 18, the applicable penalty will be one-half of
‘the amounts hsted above.
o Farrnhes will pay half the amount for children up to a cap of $2, 250 for
- the ent1re farmly ’ ‘
o} After 2016 dollar amounts wﬂl increase by the annual cost of hvmg
i adJustment :
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Individual Responsibility

Q-

° Exceptlons to the 1nd1v1dual respons1b1]1ty reqmrement to maintain
minimum essential coverage are made for: - »
o rellg1ous ob]ectors, o . »
o individuals not lawfully present and -
- o incarcerated individuals.
e Exemphons from the penalty will be made for those who
o o ‘cannot afford cov ( ‘here the lowest cost premlum available ';
e exceeds 8% of inco e) ;| ereby quallfymg for a “hardshlp walver

o 1nd1v1duals who were noth overed for a perxod of less than three
rnonths dunng the yea - : s

Health Insurance Reforms - Now

- O

1 Temporary hlgh -risk pools
[0 Minimum medlcal loss ratlos
O Prohlbltlon on resmssmns (except1on for fraud)

[0 Extension of dependent coverage for young adults
(expires at the 26 birthday for most)

0 L1m1ts preexisting condition exclusmns for children
O Limits lifetime and/ or annual caps .

o Relnsurance for early rettrees (apphes to state and
local government plans) | |

11



Early Retiree Reinsurance Program (ERRP)

~» Establishes a $5 billion temporary program to relmburse
' employers (1nclud1ng state and local governments) for the -

55-64) and their spouses surviving spouses and
dependents

. Effectlve for plan years beglnmng on or after October 1
2011. Program ends January 1,2014. For each beneﬁmary,
the employer plan will receive up to 80% of costs, minus -
negotiated price concessrons, for. health enefits between
$15,000 and $90,000. This relnsurance comdor w1l1 be
adJusted in subsequent fiscal years by t
component of the consumer pI‘lce 1ndex

cost of providing health care coverage to early retirees (ages

Early Retiree Reinsurance Program (ERRP)

O

» Approved Entities in Nebraska (as of September 10, 2010)

o Ameritas Holding Company, City of Omaha; Clark County
Firefighters Local 1908 Security Fund; Connectivity Solutions
Manufacturing, Inc.; Connectivity Solut1ons Manufacturing,

Inc.; Father Flanagan' s Boys'Home; Great Plams - :
, Commumcatlons Inc.; IBEW Local Union No. 22/NECA

Health & Welfare Fund Metropolitan Utilities District of :
Omaha; Mutual of Omaha Insurance Company; NEBCO, Inc.;
Nebraska Public Power District; Omaha Construction Industry
Health and Welfare Plan; Omaha Public Power District; State
of Nebraska and Steamﬁtters and Plumbers Local Umon
No. 464

Inc.; Douglas County, Nebraska; Educators Health Alhance o

12



Coverage for Adult Children

O

e Requ1res plans, for plan years begmnmg onor
‘after September 23, 2010 to extend coverage to

adult children, up to age 26, on their parent's
“health i insurance plan 1f the parents want thern to
doso - . :

. State laws that prov1de addltlonal protectlon are

-new ederal law.

:\ ,p,arents that have access to cafeterla
o ffset health costs with pretax dollars

- saved unless they prevent the apphcanon of the

j{llcoverage is avaﬂable for | young adults“

Medical Loss Ratio

O

- [ Large group plans that fail to have a medical loss

- ratio (MLR) of 85 percent and individual and small
group plans that fail to have a MLR or 80% by
January 1, 2011, will be required to prov1de rebates .
to plan participants.

 O'HHS is authorized to adjust these rates to avo1d
- market destabilization.

OHHSis workmg closely with the National
- Association of Insurance Commissioners (NAIC) and
- other stakeholders to develop a plan

13



Treatment of Grandfathered Plans

O

~+ Plans in effect prior to enactment (March 23, 2010} that make no

major changes to the plan are given grandfathered status and some

of the new reforms will not apply to them as long as they keep their
- plan without major changes.

« The followmg provisions, effective for plan years beginning on or
2 after September 23, 2010 apply to grandfathered plans--- o

k‘o PrOhlbltS llfetlme llmlts : A

: ‘;j'_o Prohlblts rescissions

‘ S o Requlres dependent coverage up to age 26 ,

- qfo Proh1b1ts preex1st1ng condltlon exclusions for dependents

o Allows restrlcted annual hmlts (as determlned by the HHS
o Secretary) : ~

Health Insurance Reforms - Later

O

¢ Prohibition on preexisting condition
exclusions

K Guaranteed issue/ Guaranteed
renewal

° Premlum ratlng rules

e Non- discrimination in benefits

° Mental health and substance abuse services parity

o Proh1b1ts d1scr1m1nat10n based on health status
° Proh1b1ts annual and lifetime caps

14



American Health Benefit Exchanges

O

s State Respons1b111t1es

0 Requlres states, by 2014, to estabhsh an American Health
‘Benefit Exchange that facilitates the purchase of qualified
; health plans and 1ncludes an Exchange for small
"‘f,“,busmesses TR LN RN L
'+ States must declare 1ntent10n to adJnlnlster the i
: i exchange or to permlt the federal fall-back by the end
of 2012

. The ﬂrst round of planmng grants w111 become avallable ;
3 _this month - e : RS
' "'A second round of. planmng grants 1s expected early next

American Health Benefit Exchanges

O

« HHS Secretary Responsibilities
o Establish certification criteria for qualified health plans, requiring
such plans to meet marketing requirements, ensure a sufficient
~_choice of providers, include essential community providers in their
networks, be accredited on quality, implement a quality
improvement strategy, use a uniform enrollment form, present plan
information in a standard format, and provide data on quality
measures
o Develop a rating system for qualified health plans, including
“information on enrollee satisfaction, and a model template for an
Exchange s Internet portal v
0 Determine an initial and annual open enrollment perlod as well as
special enrollment perlods for certain c1rcumstances

15



Health Insurance Exchange

O

» Provides premium and cost- -sharing . assrstance to 1nd1v1duals,
who obtain coverage through the exchange w1th incomes up
“to 400% of FPL.. ' A

o Establishes MuItl-State Plans modeled after Federal
Employees Health Benefits Program (F EHBP) and : ‘

r admlnlstered by the federal Ofﬁce of Personnel Management :
(OPM) S AR S

{ o This was adopted in heu of the “Pubhc Optlon

e Cooperatlves ST i
Kel Non—proﬁt entltles operated by a board of chrectors
- contracts estabhshed by the HHS Secretary -

Health Insurance Exchanges - Key State Issues
+ To Do or Not to Do.

o States must decide before the end of 2010 whether they want to run the
exchange orlet HHS doit . -

¢« Do You Want to Have a Drfferent Klnd of Party?
o Do you want to dance with a nelghbor (state compacts)?
o Basic Health Plan (for people with income between 133- 200% of FPL)
o Waiver will be aveulable in 2017 (Your own M1531331pp1 Plan)
+ What to Do :
o How many exchanges?
o How will it/they be governed'?
« How Will You Do What You Want To Do ?(level of regulatlon)
o -One btop Shoppmg Orgamzer ' .
o Selective Organizer (minimum standards)
0 Blg Time Negonator (mrmmum standards plus)

18



Health Insurance Exchanges - Key State Issues

~ + How Will You Pay for It?
- ' Ko) The exchange must be self- sustaining after the first year }
‘e How will You Make It Work

o Interoperablhty between Medicaid and the Exchange for
- eligibility determmatlons ;

Publlc Educatron

o Infrastructure and Workforce Concerns L

e ‘Beginning the Leg1slat1ve Process
' ° NAIC Model Act Wlll debut soon

19



11111

'WHAT DOES THE NEW HEALTH LAW
~ MEANFOR STATES?

Joy Johnson \Vil;én; Health Policy:Director.
i Notiohgik{onfurente"of Stae Legislatures” -
- Septembes 16,2010 St s

States & the Federal Government

-—
0 A renegotiation of roles between the states and
the federal government regarding health care

insurance regulation, financing and
administration over the next 10 years.

O Assessing competency
O Trust exercises

OTrial and error

oMaking adjustments as needed




Keeping Love Alive

0 Couples counseling (states and the
federal government)

Hinsurance regulation

OMedicaid (administration, financing,
benefits, providers....the future of....)

OHealth insurance exchanges

BStates as employers

Keeping Love Alive ....Part I
R S s b s

0 Couples counseling (state executive and
legislative branches of government)

OEstablishing and agreeing on priorities

ODeveloping effective strategies to
implement key reforms

bdldentifying and agreeing on financing




L Elements of Success

0 Meeting Overall Goals
o1 Coverage
i Health Outcomes/Quality
O Cost Effective and Efficient Care
11 Workforce /Infrastructure
0 Meeting Program Goals
8 Health Insurance Exchange(s)
O Medicaid Expansion
o Insurance Regulation
o State Innovation

Health Insurance Exchanges
i T

bdEstablishing the health insurance
exchanges

@ Consumer friendly
#BBusiness friendly
EInteroperable with Medicaid

mEffective and efficient operation in
general

ENew service delivery models




Mainstreaming Medicaid

Hlmprove infrastructure (workforce
and facilities)

Olmprove quality of care/customer
satisfaction

BSuccessful marketing to non-
traditional eligibles

ONew service delivery models

REAL Insurance Reform/Regulation

OResponsive
OEffective
1 Accountable

flocal




Keeping State Innovation Alive

0 Effectively use new tools (loans, grants, pilots
and demonstration projects) to further state
and national goals

0 Effectively use the flexibility afforded to

states
0 Use existing resources (private, academic,
volunteer, non-profit....... ) and keep ALL

stakeholders fully engaged to develop and
initiate programs that relate to your state.

State Policymaker Memo Pad

P 0 BE INFORMED... know the implementation
timelines and key decisions that must be
made

0 IDENTIFY RESOURCES to further state goals
0 DON’T LOSE YOUR STATE IDENTITY

o PROVIDE FEEDBACK to the federal
government

o BE FLEXIBLE....IT'S GOING TO BE A BUMPY




L.R467 Select Comnuttee
Interim Hearing- Patient Protection & Affordable Care Act
September 16, 2010

Comments on Implementation Timeline, Insurance Exchanges, and Grant Opportunities
Mark Bowen. Director of Government Relations. Umiversity of Nebraska Medical Center

Thank you for the opportunity to comment.

A group composed of representatives of the University of Nebraska Medical Center (UNMC), our
hospital partner the Nebraska Medical Center, the UNMC Physicians Group, and area business officials
began meeting 17 months ago to examine the health reform legislation to assess how it may affect
Nebraska. We have been viewed as a knowledgeable and objective resource by the media, public and
business for information about health reform. Since the bill's passage, we have continued to study the
implications and identified opportunities the health care reform law offers.

Today, we will address the three aspects of the law. First, I will speak to the timeframe for
implementation, the opportunities for collaboration, the state insurance exchanges and grant
opportunities; Second, Mr. Cory Shaw CEO of the UNMC Physicians Group will comment on the
potential changes and opportunities in the health care delivery system and Medicaid, and; Third, Dr.
Tom Tape, Professor and Chief of UNMC General Internal Medicine, and Pam Bataillon, Assistant
Dean of the UNMC College of Nursing will speak to 1ssues affecting the health workforce, how the
training and education of the future health workforce may change.

We recognize that the Patient Protection & Affordable Care Act is primarily an insurance reform law
that features many provisions to begin improving the delivery of healthcare and the overall health of

citizens through use of more preventative, wellness and primary care services.

A common theme i the health reform bill is collaboration in ways that have not previously been
available or encouraged. We will each touch on some of those opportunities.

IMPLEMENTATION TIMELINE

Implementation of the Health Care Reform law began earlier this year and continues through 2017. The
majority of the law is implemented in 2014. While this may seem like a lot of time, insurance
companies, health care providers, health delivery systems and state governments fieed that time to
prepare, make decisions, and make changes in their systems, processes and policies to implement the

law.

Some changes are already underway. States have already declared whether they will operate their own
temporary high risk insurance program or defer to the Federal government. Effective this year insurers
arc prohibited from denying coverage to children with pre-existing conditions. Dependents up to age 26
can remain on their parents’ insurance policy. Insurers can no longer set lifetime coverage limits or
rescind insurance from citizens who become 1ll. The Medicare prescription “Doughnut Hole” starts
closing with a $250 rebate available this year (about 48,000 Nebraskans may qualify). Tax credits are



available for small businesses to help them buy health insurance. On the revenue side the 10% tax on
indoor tanning services started last July.

Average Health Insurance Premiums and Worker Contributions for Family A central goal of the health reform law is to increase
Coverage, 1999-2008 . the number of citizens who have health insurance and
; el work toward providing insurance at affordable prices.

e Through the debate it was clear that one of the issues

In(rease/‘/
Congress would address was theireality that health

insurance costs were increasing faster than wages and
there were too many uninsured citizens.

117%

noewe I The law sets up a timeline for states to establish

clearinghouses called "Insurance Exchanges" to make
health insurance information more accessible for
citizens to compare policies and a mechanism to ensure
1999 L that insurance rates are affordable.

B E1PLOYER CONTRIEUTION B3 WORKER CONTRIBUTION
About one-half of the states have organized

implementation task forces, commissions or

ix‘;.:r‘?;e ;:w;ga waike @atehubin and A yenge mpope: contibution donet 9d to the averag? tetal premivr c ommi ttees as th ey con Si d er the l r Opti ons.

Sowea: KeistHRET Survay of Employer-Sponscred Haalth Seneim, 199505

Timeline and implementation considerations for states:

- Begin planning as soon as possible. Health reform continues to have many moving parts and there
will likely be a need to recalibrate an implementation plan as federal regulations are issued.
If an implementation group is assembled, make it inclusive of state officials, nsurers, health care

providers and all relevant stakeholders.

HEALTH INSURANCE EXCHANGES

By 2014 each state 1s directed to set-up a private insurance based “Insurance Exchange” for uninsured
individuals and one for small businesses (those with 100 or fewer employees). States have the option to
combine them into one Exchange. Federal grants are available to states to fund efforts to consider

creating an Exchange.

States have the flexibility to establish an Exchange that best serves its citizens and small businesses.
There is no mandated method. States could operate an Exchange through an existing state agency or
delegate the authority to a nonprofit organization. States can operate their own Exchange or collaborate
with other states to create a multi-state Insurance Exchange.

From a health delivery perspective, Nebraska and the populations of our neighboring states have similar
health characteristics. Since we have similar characteristics, it may be beneficial {for the state to examine
the option of a multistate state insurance exchange to see if it offers any financial benefits. 1f a state



decides not to establish an Exchange. the Federal government has reserved the right to step i and

operate one within the state.

The Exchange 1s intended to create access to information for uninsured citizens to compare health
insurance policies. ]t also creates a larger pool of clients for private insurance companies to help make
the private insurance policies available at atfordable rates. The Exchanges will likely be of interest to
small businesses across Nebraska. Exchanges will offer {our levels of insurance coverage. plus two
nationwide multi-state plans identified by the U.S.
Office of Personnel Management that oversees the

federal employees' health benefit program will be
» Bronze Policy - Covers 80% of the pian’s costs. oui-of-

added to increase the options. pocket limits of $5.950 for individuals. $11.900 for
families {equal to those of Health Savings Accounts).

Insurance policy levels from the Exchanges
The higher the perceint of coverage the higher the premium

Exchange items states should be aware of include: - Silver Policy - Covers 70% of the plan’s costs. out-of-
g pocket hmits matching the HSA limits:
. .. . . + Gold Policy - Covers 80% of the plan’'s costs, with the
- The availability of federal funds to pay for HSA out-of-pocket limits:
considering whether to create an Insurance * Platinum _Policy - Covers 90% of the plan's costs. with the
. HSA out-of-pocket timits;
Exchange can be rencwed annually through
2014 ot ss is bei hi d » Under 30 QPTION - Option to buy catastrophic coverage
» ASSUITINE Progress 15 being aciieved. with 2 high deductible and that includes prevention

- States deciding to establish an Insurance benefits and three primary care visits.

Exchange will have the option to adopt the

federal standards or enact a state law or regulation that implements the operating standards.
Insurers have existing infrastructure and expertise that could be an asset in deciding whether to
create an Exchange. There may be value in collaborating with Insurers to hold down

implementation costs.
The federal law deferred to each state to decide the 1ssue of whether insurance coverage offered

through the Exchange would cover abortion. Federal law prohibits public subsidies from being
used toward a premium that covers abortion. State legislatures can prohibit abortion coverage
from being offered through an Insurance Exchange.

GRANT OPPORTUNITIES & COLLABORATION

There are dozens of grant opportunities and additional opportunities to participate in pilot programs and
demonstration projects. UNMC has already responded to cight grant opportunities. The grant
opportunities span the topics from workplace wellness programs, health homes for Medicaid enrollees
with chronic conditions. rural physician training grants, nurse managed health clinics, incentives for
community based services as long-term alternatives to nursing homes, workforce planning grants and
there are many others. Not all entities are ehigible for every opportunity, but many opportunities

encourage collaboration.

Collaboration 1s common among Nebraskans. Various organizations have expressed interest in
collaborating with UNMC on grant opportunitics. Collaborations and working together will be viewed
as a positive by the federal agencies. In addition, there are indications that the Center for Medicare and
Medicaid Services (CMS) will be open to considering requests for waivers from regulations if the
applicants can demonstrate 1t could result in a cost savings or efficiency in providing services.

J



The point 1s that there are a substantial number of grant opportunities, some clinical in nature, some
oriented toward health delivery and others mvolving training. Many opportunities are geared toward
fostering collaborations to identity ways to begin to bend the cost of services.
v
Grant issues to be aware of include: 1
- The Center for Medicare and Medicaid Services has indicated it is open to considering waivers
to regulations as part of some grant applications. Would the State also be willing to consider

granting waivers?
- Be open to collaborations. This 1s an opportunity to be innovative. An entity who 1s not the
eligible applicant for a grant could partner with an eligible applicant to benefit patients or create

a cost savings.

While the Health Reform law focuses on insurance reform, it includes a healthy dose of provisions
dealing with prevention, wellness, health care delivery and workforce 1ssues. For example, the bill
starting in 2014 allows employers to offer employees discounts of up to 30% for participating in a

wellness program. Wellness provisions have been shown to help hold down the cost of health care.

Prevention and wellness programs have demonstrated that they can save real dollars for businesses. The
Nebraska Medical Center estimates that its wellness program has held down its health care costs. In the
last five years, since the implementation of the employee wellness program, its per-employee health
costs has risen only 4.2% at a time when the national average increase is close to 27% per employee. In
2014 there will be the opportunity to participate in a 10-state pilot program to apply similar rewards for
participating in a wellness program in the individual insurance market. .

As states deal with the implementing this comprehensive healthcare reform law, they have the flexibility
to design it in a way to serve the unique needs of the citizens. Implementation efforts should be broad
based and inclusive. Implementation plans should also be flexible because there are still many
regulations that will be issued and the potential exists for additional legislative changes.



LR467 Select Committee
Interim Hearing- Patient Protection & Affordable Care Act
September 16, 2010

Comments on Medicaid and Accountable Care Organizations
Cory D. Shaw, Chief Executive Officer
University of Nebraska Medical Center Physicians

Medicaid: .
PPACA expands Medicaid to individuals under age 65 with incomes up to 133% of the Federal

Poverty Level (FPL). A family of four earning less than $29,326 will be eligible for Nebraska
Medicaid. There are approximately 310,100 Nebraska residents with incomes up to 133% of
the FPL. Of these individuals, approximately 90,000 individuals (29%) have private health
insurance, 108,000 are covered by Medicaid, and 106,200 are uninsured.

Health Insurance Coverage of the Nonelderly (0-64) with Incomes up to 133% Federal
Poverty Level (FPL) states (2007-8) U.S. (2008)
NE # NE % NE % us# Us% Us %

Employer 59,900 19.3% 0.6% 11,128,500 | 17.0% | 100.0%
Individual 30,100 9.7% 0.8% 3,650,300 5.6% | 100.0%
Medicaid 108,000 34.8% 0.4% 26,188,800 | 39.9% | 100.0%
Other Public NSD NSD NSD 2,500,300 3.8% | 100.0%
Uninsured 106,200 34.2% 0.5% 22,179,200 | 33.8% | 100.0%
Total 310,100 100.0% 0.5% 65,647,200 | 100.0% | 100.0%
Sources: Urban Institute and Kaiser Commission on Medicaid and the Uninsured estimates based on the Census Bureau’s March

2008 and 2009 Current Population Survey (CPS: Annual Social and Economic Supplements).

States will enroll new eligible Medicaid beneficiaries by January 2014. States]will continue
current Medicaid and CHIP eligibility for children until 2019 and for adults until the Insurance
Exchange is operating in 2014. States are exempt from maintaining the requirements for non-
disabled adults with incomes exceeding 133% of the federal poverty rate from January 2011
through December 31, 2013 if it certifies it has or will have a budget deficit in the next year.

PPACA reduces aggregate Medicaid Disproportionate Share Hospital (DSH) allotments by $500
million in 2014, $600 million in 2015, S600 million in 2016, $1.8 billion in 2017, $5 billion in
2018, $5.6 billion in 2019, and 54 billion in 2020. The HHS Secretary is required to develop a
method to distribute the DSH reductions in a manner that imposes the largest reduction in DSH
allotments for states with the lowest percentage of uninsured. Currently Nebraska hospitals
receive $28.5 million annually in federal DSH payments.



Effective 2012 through 2016, the law creates new demonstration projects in Medicaid to pay
bundled payments for episodes of care that include hospitalizations. Examples include changes
to allow for global payments to safety net hospital systems for episodes of care and allowing
pediatric medical providers organized as accountable care organizations to share in cost-savings

with Medicaid programs

To finance the coverage for the newly eligible Medicaid enrollees, states will receive 100%
federal funding for 2014, 2015 and 2016; 95% federal financing in 2017, 94% federal financing
in 2018, 93% federal financing in 2019, and 90% federal financing in 2020 and after. States will
receive 100% federal financing to increase Medicaid payments for fee-for-service and managed
care for primary care services provided by primary care doctors (family medicine, general
internal medicine or pediatric medicine) so the payments will be equal to 100% of the Medicare
payment rates for 2013 and 2014.

Accountable Care Organizations:
The health reform law created the Center for Medicare & Medicaid Innovation (CMI) to test

new payment and delivery models to reduce program expenditures while preserving the quality
of care. CMI is scheduled to begin in January 2011. Accountable Care Organiz'ations (ACO) and
Health Innovation Zone (HIZ) are two examples of programs HHS can test as a way to improve
the quality of care of a specified population and reduce or eliminate pctentie;Hy avoidable

expenditures.

ACOs can be created by physician group practices, networks of physicians, partnerships
between hospitals and physicians, and health systems that employ physicians and other health
professionals to care for a defined population of Medicare beneficiaries. ACOs would receive a
share of per capita reductions in health expenditures for assigned Medicare beneficiaries
against a specified benchmark. The benchmark for each ACO will be based on the most recent
3-years of per-beneficiary expenditures for Parts A and B services for Medicare fee-for-service
beneficiaries assigned to the ACO. The ACO will not be subject to payment penalties if savings

are not achieved.
Applicants for ACOs must meet the following criteria:

e Maintain a legal structure to facilitate receipt and distribution of shared savings
* Include adequate primary care professionals to provide services to at least 5,000

’

beneficiaries

e Participate in the program for at least 3-years !

+ Have a management structure that includes clinical and administrative systems capable
of supporting evidenced-based medicine, care coordination, quality reporting and



longitudinal evaluation of quality and cost measures including Physician Quality
Reporting Initiative (PQRI)

Health Innovation Zones:
A HIZ is a geographic region containing an Academic Medical Center (AMC), teaching hospital

and other clinical and non-clinical entities that provide the full spectrum of healthcare services
to a defined population and incorporate new clinical training the next generation of health care
providers. A HIZ is designed to coordinate care with a multiple payers and enable resources to

be allocated to achieve the greatest value. .

For public and private insurers, the HIZ will provide care at an aggregate payment level less
than the projected payment growth rates. With specific exemptions and waivers from certain
laws, rules and regulations, savings will be achieved by creating more efficient methods of
healthcare delivery and increasing provider collaboration.



LR467 Select Committee
Interim Hearing- Patient Protection & Affordable Care Act
September 16, 2010

Comments on Primary Care Workforce in Nebraska
Thomas G Tape, MD, FACP, Professor of Internal Medicine, General Medicine,
University of Nebraska Medical Center .

Overview |
Despite the demonstrated benefits of a strong primary care infrastructure, there is a growing
shortage of primary care physicians as well as other providers of primary care services in
Nebraska. Fewer students are choosing primary care careers and those in primary care practice
are leaving the field at an increased rate compared to practitioners in other specialties.
Recently enacted health care reform legislation will further stress the primary care system by
adding newly insured patients without a concomitant increase in primary care providers. To
address the primary care workforce shortage, consideration should be given both to incentives
to pursue a primary care career as well as to new models of care that make the field more

attractive to practitioners.

Primary care defined
Although the term “primary care” has been in use for nearly 50 years, its precise definition has

been elusive. Defined functionally, primary care is a usual source of care that provides first
contact, comprehensive, long term, and coordinated care. Physicians, nursepractitioners, and
physician assistants who practice in the fields of family medicine, general pediatrics, and
general internal medicine are usually considered to be primary care providers. While some
obstetrician-gynecologists provide primary care services for women in their childbearing years,
the recently passed national heaith care reform legislation does not classify ob/gyn physicians

as primary care providers.

Benefits of a strong primary care workforce
Friedberg and colleagues recently reviewed the literature on primary care and reported better

preventive care, better patient satisfaction, lower cost of care, lower emergency department
visits and better quality measures on several chronic diseases. (Health Affairs 2010;29:766-772)
Another key study examined the relationship between the proportion of primary care
physicians and health care utilization across the United States. For an average American city
the size of Omaha, each one percent increase in the proportion of primary care physicians was
associated with decreased yearly utilization of 503 hospital admissions, 2968 emergency
department visits; and 512 surgeries. (Am J Med. 2008;121:142-148)



Susan Dentzer, the editor of the journal Health Affairs, wrote the following in the introduction

to the May 2010 issue:

“The literature indicates that nations that have strong and efficient primary care
systems have better health outcomes and lower costs, and those are two objectives that
are very important to the United States. Our health outcomes are very mediocre
compared to our status as an economic superpower. Costs are rising at a rate that is
unsustainable. A quite probable ingredient in solving some of this is a stronger primary

care system.”

The workforce shortage in primary care is reaching critical proportions

The American Association of Medical Colleges (AAMC) recently reported that while 35% of
physicians in the U.S. currently practice primary care, among recent residency graduates, only
20% chose to practice primary care. AAMC predicts a national shortage of primary care
physicians between 35,000 and 44,000 by the year 2025. .
(http://www.aamc.org/newsroom/reporter/march10/primarycare.htm, z
http://www.aamc.org/workforce/stateandspecialty/recentworkforcestudiesnov09.pdf)

These national trends are also reflected in Nebraska. The rural nature of our state creates
additional challenges: Although 42% of Nebraska’s population is rural, only 28% of physicians
practice in rural areas. Only three counties have a provider-to-population ratio better than the
national average and 51 counties are designated Health Professional Shortage Areas for

primary care.
{http://www.unmc.edu/rural/documents/NebraskaWorkforceProjectFinal091509.pdf)

Although some identify nurse practitioners and physician assistants as potentially filling the
void in the physician primary care workforce, these fields (discussed in accompanying
testimony by Pam Bataillon) face similar and growing shortages. UNMC has responded by
increasing enrollment across all its professional schools but it will be years before the newly
enrolled students are fully trained and enter the primary care workforce.

Causes of the growing primary care shortage .-
Multiple factors drive the decision for a health care professional to select a p}rimary care field.

In the case of physicians, the financial impact of choosing primary care is considerable. When
added to the administrative hassles of primary care practice and the overwhelming demand for
primary care services, many are choosing more predictable and more controllable types of

practice.
It is not unusual for medical students to graduate after eight years of combined college and

medical school education with more than $200,000 in debt. However, their training is not

finished and their debt will continue to increase during their three-to-nine year residency



training before they can begin making loan payments in practice. The long period of training
also reduces the length of professional productivity before eventual retirement. As the income
differential between primary care and other specialties continues to widen, students

increasingly see a career in primary care to be a non-viable option.

Much of primary care practice involves services provided outside of a face-to-face encounter.
However, these services are not paid for under the current reimbursement system. The poor
reimbursement for primary care creates a sub-optimal practice model in which primary care
physicians increase their in-office patient volume to cover the rising overhead costs of medical
practice. The shortage of primary care providers further increases demand on the remaining
practitioners. The combination of rising demand and declining reimbursement creates an
especially frustrating situation for the dedicated practitioner wishing to provide the full
spectrum of care. The 15-minute office visit is simply inadeguate to provide longitudinal,
comprehensive care. Many are retiring early; others are re-training to practice in other fields.

Increasing coverage provided by the Affordable Care Act {ACA) will further increase the
demand for primary care services )
By 2014, upwards of 32 million Americans (including 200,000 Nebraskans) will have some sort
of new health care coverage. These currently un-insured Americans mainly obtain care using a
legal provision that requires emergency departments to evaluate and treat any patient,
regardless of the ability to pay, to the point of medical stability. Thus, for many, the emergency
department has become their de-facto primary care physician. in fact, Pitts and colleagues
reported this month that only 42% of annual visits for acute care treatment are made to
patients’ personal physicians — the emergency department accounts for the majority of the

other 58%. (Health Affairs 2010;29:1620-29)

When the coverage provisions of the ACA roll out in 2014, these patients will be financially able
to receive care from any provider. The question is: “Who will take care of these newly insured
patients?” Put another way, coverage does not ensure access to care. There simply are not
enough primary care providers in the state of Nebraska to satisfy the demand for

comprehensive patient care.

While the ACA does provide for increased funding for primary care training and for incentives
such as loan forgiveness for those willing to practice primary care, the long lead time for
training means that the workforce shortage will get worse before it gets better. The
Massachusetts experience with providing universal health care coverage should serve as a
warning of what Nebraska can expect. The average wait to get an appointment as a new
patient increased from 17 days in 2005 (before the 2006 mandatory insurance law in
Massachusetts) to 44 days in 2009. Forty percent of family medicine physicians in
Massachusetts are now closed to new patients and emergency rooms visits have increased by



10%.
{http://www.nejmjobs.org/content/employers/MMS Physician Workforce Study 2009.pdf)

We must work together now to prepare for what we will face in 2014 when health insurance

becomes mandatory across the country.

Potential solutions to the primary care workforce and access crisis

The model of care and payment must fundamentally change if primary care is to remain viable
in our state and in this country. The viability of primary care providers’ practices is enhanced
when their work is manageable, fun, and rewarding. Most are already working at beyond full
capacity — seeing more patients will only add to the frustration of both providers and patients.
The state of Nebraska should look for ways to encourage and incentivize innovative models of
care delivery that promote primary care services. The ground work for one such innovative
model has already been laid by Senator Gloor who championed LB 396 which was signed into
faw in 2009. It provides for a patient-centered medical home (PCMH) pilot in'a medium sized

city in Nebraska as well as creating a medical home advisory panel.

The PCMH is a team-based practice that oversees and coordinates the care of a panel of
patients. The model emphasizes patient-centered care, preventive care, chronic disease
management, and better coordination with specialists. Physicians in such practices report
seeing fewer patients per day but spending more time with each patient. The practice as a
whole has greater capacity, however, because of a team-based approach. With a team to help
with the routine care of the less complex patients, physicians can focus their skills where they
are most needed. Providers in such models report increased satisfaction with their work.
There is also growing evidence that the PCMH can reduce the overall cost of health care for the

bopulation of patients being managed.

Another promising strategy involves new payment systems that reward comprehensive care of
the patient as opposed to the current piecemeal fee-for-service approach. Accountable Care
Organizations (ACOs) represent such a strategy. In this model, a group of providers, often
partnering with a hospital, assumes financial responsibility for the overall carF of a population
of patients. Payments are generally made in a bundled fashion to cover an “episode” of care.
To the extent that the ACO can improve quality and reduce costs, it can share in the savings.
Note that ACOs and PCMHSs are not mutually exclusive. In fact, the PCMH practice model would
fit well into a multispecialty ACO. The former has more to do with the organization of the
primary care delivery team and the latter has more to do with the larger set of multispecialty
health care resources. Both the PCMH and ACOs are still very much in their infancy—it would
be premature to abruptly change the current systems of care to these new models. The ACA

includes funding for pilot programs to test both new models of care.



UNMC can play a role both in training new providers prepared to practice in such settings as
well as in studying the costs and outcomes of care provided in such new care models. The
UNMC Physicians Turner Park Internal Medicine Clinic is one such example. The clinic, which
serves as the primary outpatient training site for internal medicine residents, is evolving froma
traditional resident clinic to a PCMH practice. The care team has been expan:ded to include a
nurse coordinator/educator, a social worker, a pharmacist, and a mental health provider.
Pharmacy residents and mental health interns have also been added as trainees to work side-
by-side with the internal medicine residents to foster the concept of team-based care.

Other approaches to promoting primary care involve incentives for students to enter primary
care training programs. UNMC has embraced both primary care and rural practice incentives
and has developed several successful programs including the Rural Health Opportunities
Program {RHOP), the Rural Health Education Network (RHEN), the primary care residency

program and the accelerated family medicine residency program.

Conclusion
The primary care workforce shortage is severe and projected to become worse as more citizens

obtain health care insurance coverage. Because the causes of the workforce shortage are
multifactorial and complex, finding solutions will also be complex and challenging. Nebraska
has a long history of innovative programs to incentivize training in primary care and rural health
care. We should seek to continue and expand such programs by taking advamtage of
opportunities provided by the ACA. We should also consider the opportunities provided by the
ACA for pilot programs in new models of health care delivery.

Thank you for your interest and support.
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Of the more than $4 trillion the world expends on healthcare each year, nearly 60% is spent on
the clinical workforce—the physicians, nurses, pharmacists, and other health professionals who
provide patient care. America’s 5 million health care professionals directly influence the cost
and quality of healthcare through their diagnosing, prescriptions and treatments. But there are
too few health professionals and demand already outstrips supply. Few systems have the right
number of the right clinicians in the right places----nor have they found their way to predicting
their future workforce needs accurately and developing a strategy that keeps demand and supply
near equilibrium (McKinsey Quarterly, December 2009).

The resulting supply/demand imbalances impair patient care, demoralize clinicians, and make
service delivery inefficient. While workforce shortages are a challenge for therentire health care
system, they are most pronounced in rural and other underserved areas. . :

The Nebraska Health Workforce
Health workforce demand in Nebraska already outstrips supply:
e 18 counties are without a physician of any kind
e one-half of our counties have a shortage of primary care physicians
e more than 33 counties have no nurse practitioners
e 81% of our counties have a shortage of non-physician primary care providers

e 9 counties have no Registered Nurses and 23 counties have a shortage of RNs
-A Critical Match: Nebraska’s Health Workforce

Planning Project, 2008

If those statistics are not bleak enough, 55% of the state’s nurses and one-third of the state’s
physicians and dentists will retire over the next 10 to 15 years.

UNMC and other educational programs recognized the need for an increased number of
healthcare professionals more than a decade ago, initiating new programs to boost enrollment,
recruitment and subséquent retention in rural area---with special efforts to expand the primary
care workforce. But those efforts have not been enough, and will not be enough, especially with
increased numbers of insured coming into the system in the coming years.

The Special Role of Primary Care
Since its introduction in 1961, the term primary care has been defined in various ways, often

using one or more of the following categories to describe what primary care is or who provides
it. These categories include:
» the care provided by certain clinicians. Some suggest listing medical specialties of
primary care as family medicine, general internal medicine, general pediatrics, and



obstetrics and gynecology. Some experts and groups have included nurse practitioners
and physicians assistants.
e aset of activities whose functions define the boundaries of primary care—such as curing
or alleviating common illnesses and disabilities.
e alevel of care or setting—an entry point into the system that includes secondary care (by
community hospitals) and tertiary care (by medical centers ad teaching hospitals)
e aset of attributes, as in the 1978 definition of the Institute of Medicine—care that is
accessible, cohuprehensive, coordinated, continuous and accountable
Education and Training of Health Professionals: Role in Expanding the Workforce
Interprofessional education and practice may be the key to meeting future healthcare workforce
objectives. Curricula in schools of nursing, medicine and pharmacy have already begun evolving
toward interprofessional education. The law supports further evolution through such mechanisms
for the practice arena as bundled payments, medical homes, independence at home
demonstration projects, and others.

Interprofessional education is defined as students from two or more health professions being
taught together, faculty from two or more professions teaching together, or both (Out of Order,
Out of Time: The State of the Nation’s Health Workforce, Association of Academic Health
Centers, 2008). Historically, nurses have been educated with nurses, physicians with physicians
and so on, so future health professionals may only have a vague sense of what the other members
of the health team do and whom to contact for various expertise. By learning early in their
professional education about other roles, a future health care professional can understand ways in
which each can function individually and together as a team to enhance patient care.

Studies of teams of care providers have demonstrated that use of these teams can lead to
improvements in the quality of primary care. Patients with a medical home—that is, a primary
source of care that ensures ease of access and communication, is efficiently cqordinated, and
engages in continuous quality improvement—are more likely to receive higher quality care and
experience fewer medical errors---all at a lower cost (How Physician Practice$ Could Share
Personnel and Resources to Support Medical Homes, Abrams et al, Health Affairs, 2010)

Evidence suggests that these teams may also expand the nation’s capacity to provide primary
care services. (In Focus: Using Pharmacists, Social Workers, and Nurses to Improve the Reach
ad Quality of Primary Care, in Quality Matters, Aug/Sept 2010) Many medical practices, health
centers and other primary care settings are experimenting with innovative models of care that
both extend the reach of the primary care physicians and the increase of ambulatory care

services.

Interpersonal teams in primary care settings ‘allow far more intensive intake and assessments
than a physician alone could do,” said Robert J. Master, M.D., president and CEO of
Commonwealth Care Alliance, a Boston based nonprofit health plan and delivery network that
has introduced nurse practitioners to 25 community based medical practices in Massachusetts.
Community health workers, durable medical equipment coordinators, physical therapists and
social workers are added in various combinations to meet the needs of patients with one or more
physical disabilities. frail elderly patients who may be homebound, and Medicaid eligible

A
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patients with chronic complex illnesses and behavioral or substance abuse issues. The pilot has
produced results such as reductions i hospitalizations for preventable conditions and delays in

nursing home placements.

One health system in Minnesota has been piloting a team-based model of care which includes
health coaches, nurses, pharmacists and social workers or psychologists who help manage
chronic conditions such as hypertension following protocols established by the physicians.
Health coaches use motivational techniques to find ways to encourage patients to pursue overdue
mammograms or to quit smoking. And instead of seeing a succession of patients in one-on-one
visits, physicians have begun to proactively manage a panel of patients, looking for high risk
ones in need of care. “It’s expanding a clinician’s ability to serve a population of patients,” says
the executive medical director for the system. Because the pay of clinic staff is based on their
performance on measures of cost, quality and patient satisfaction, rather than productivity more
care has migrated to the internet and telephone. And cost appears to be holding steady.

Conclusions )
While addressing health workforce supply requires a multifaceted approach involving many

stakeholders, state governments are key players is many states. In recent years a number of states
have recognized the emergent need to ensure an adequate health workforce. Among the

outcomes are these;

centralized health workforce effort at the state level

resources for distance education programs, telecommunications and capital infrastructure
statewide recruitment and retention efforts with incentives to encourage health
professionals to locate in underserved areas

loan repayment and scholarships. providing students and medical residents financial
support in return for an agreement to provide services for a specified period in an
underserved area.

additional resources to education institutions to increase faculty of health professions
students.

resources to support team-based models of care in the Medicaid populations, and support
for greater mainstreaming of these pilot efforts

differential Medicaid reimbursement for providers in certain areas

low or no cost capital financing for new practices

improved collaboration among state agencies that employ health care professionals and
engage in wogkforce planning to avoid duplication, eliminate unnecessary competition
and respond more effectively and quickly to emerging needs

encouraging cooperation among legislature, licensing and regulatory boards to structure
and coordinate efforts to study state licensing processes and make recommendations that
would simplify and consolidate processes

pilot programs to demonstrate the efficacy of expanding scope of programs in narrow

ways.

Thank you for providing this opportunity. We will be happy to answer any questions.

(]
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Testimony and Briefing to the
Interim Committee to Study the Affordable Care Act on the Impact on Nebraska
September 16, 2010
Senator Gay, Chair

Good Afternoon

I am Judy Baker, Regional Director of the Department of Health and Human Services Region 7. | am
here today with CAPT Jose Belardo, Acting Regional Health Administrator for Region 7. We are
honored to be here today and thank Senator Gay for the invitation.

Today, | would like to present to you an overview of the Affordable Healthcare Act with two goals in
mind. One is to address what is to be accomplished by 2014 and two, the bridge programs that are key
steps toward 2014. Following that, | will outline the implications to state governments leaving time for
questions and answers.

On March 23" the Patient Protection and Affordable Care Act was signed into law. The unsustainable
status quo was the primary reason for the need to pass the law.

Statement of the Problem

Health care costs in this country have been increasing much faster than inflation in the past decade,
making it difficult for individuais and families to afford health insurance. Since 1999, family premiums for
employer-sponsored insurance have increased at over four times the rate of inflation, squeezing the
middie class and working families. In 2007, 45 million non-elderly aduits went without health insurance,
and 8 in 10 of those adults were in households with at least one worker. The percentage of large firms
providing workers with retiree coverage dropped from 66 percent in 1988 to 31 percent in 2008. Nine
percent of Missouri’s children were uninsured in 2008. The insurance coverage gap has been widening
for quite some time, whether it be because of pre-existing conditions, employers who no longer provide .
insurance, or patients’ inability to find affordable options on the open market.

All of us can understand that health insurance status greatly impacts the wellbeing of an individuai. You
know that people without comprehensive health insurance rarely have access to the heaith care they
need, and that treatable conditions can escalate into life-threatening disease as a result of lack of
access to care and severely increase costs in the long run. This dangerous escalation has been
illustrated to me all to0 starkly in my visits to Area Agencies on Aging in the past few months. I've heard
from multiple caseworkers that when seniors have reached the so-called ‘donut hole’ in Medicare
coverage, some will try to stretch their medications by cutting pills in half or not taking them at all. The
caseworkers told me that those seniors often end up in the emergency room with life-threatening and
costly conditions as a result of not taking their medication as prescribed by their doctor. This
underinsurance in Medicare poses a grave threat to the health of our seniors and exponentially
increases our nation’s health care costs. The Affordable Care Act was designed to address the problem
of uninsurance and underinsurance in America and thereby stem the rising costs of health care.

To understand the current system and where the ACA points us toward can be illustrated visuaily.

On the lower level we have the working poor, disabled, elderly on Medicaid, and families below the
133% of the poverty level that had access to healthcare through safety net clinics, hospitals, and other
institutions.

Mid to upper income citizens largely had insurance from their employers or Medicare.

The middle area as that time was relatively small and insurance could be purchased or with a job the
time without coverage would be short.

This middle section, instead of remaining small started to widen. The cost to cover the uninsured
started to increase the cost for the upper level and insurance companies needed to increase their rates
and with increasing costs many employers started to drop employer-based insurance or charged the
employees higher contributions. Access to the lower level was not an option.

The ACA as written is largely market-based, state run, and consumer centric.

o ACA preserves the uniquely American system of private and public insurance.



« The ACA provides for state controlled Health Insurance Exchanges, that regulate health
insurance rates, and states and organizations receive grant opportunities for innovative care
expansion and improvement.

» The ACA also protects consumers from insurance rate hikes and pre-existing condition
exclusions, increases access to affordable health care, and improves health care quality.

By 2014 three major horizons are established: Health Insurance Exchanges, the expansion of Medicaid,
and Guarantee Issue of insurance with new consumer protection.

The Affordable Care Act helps create a new competitive private health insurance market — through
state-run health insurance Exchanges -- that will give millions of Americans and small businesses
access to affordable coverage, and the same choices of insurance that members of Congress will have.
Today, many individuals and small businesses are on their own when trying to find affordable health
insurance. Because they lack purchasing power and the ability to pool risk, individuals and small
businesses too often pay higher rates when it comes to insurance. The Affordable Care Act changes
that by putting greater control and greater choice in the hands of individuals and small businesses
through Exchanges.

Starting in 2014, improved choices will be offered through Health Insurance Exchanges — new,
competitive, state-run and consumer-centered health insurance marketplaces. The Exchanges wili
make purchasing health insurance easier by providing eligible consumers and businesses with “one-
stop-shopping” where they can compare and purchase health insurance coverage. In the Exchanges,
Americans who choose to use them will also have access to a wide range of customer assistance tools
— including information about prices, quality, and physician and hospital networks — to help them make
the best choice for themselves, their families, or their employees. HHS has announced the availability of
the first round of funding - up to $1 million for each State and the District of Columbia.

Although state Exchanges are not required to be up and running until 2014, work is already underway to
conduct the necessary market research and planning. These grants will give states the resources to
conduct the research and planning needed to build a better health insurance marketplace and
determine how their Exchanges will be operated and governed.

Until ACA, Medicaid beneficiaries generally have needed both to have a low income and to be in certain
specific categories, such as being pregnant or having a disability. But in 2014, ACA will provide
coverage of all individuals under age 65 (children, parents, and childless adults) with incomes at or
below 133% of the federal poverty level regardless of disability or other category.

Starting September 23", full elimination of discrimination due to pre-existing or gender is accomplished
and annul! limits on coverage will also be eliminated.

Other consumer protections include new reguiations that give consumers in new health plans in every
State the right to appeal decisions, including claims denials and rescissions, made by their health
plans.

The rules issued by the Departments of Health and Human Services, Labor, and the Treasury give
consumers the right to appeal decisions made by their health plan through the plan’s internal process.

For the first time, the right to appeal decisions made by their health plan to an outside, independent
decision-maker, no matter what State they live in or what type of health coverage they have. States
will work to establish or update their external appeals process to meet new standards, and
consumers who are not protected by a State law will have access to a Federal external review
program.

Medicare will be stronger and offer new benefits. The Act preserves the guaranteed benefits under
Medicare, makes recommended preventive services available with no cost-sharing, and provides an
annual weliness visit. It closes the Medicare Part D prescription drug program “donut hole” over time,
beginning with a $250 rebate to seniors who reach that limit in 2010. By lowering cost-sharing, the Act
empowers providers, who will have to worry less about patients being unable to afford needed
treatments.



ACA is also designed to reduce paperwork and increase administrative simplification that will bring
down the cost of care.

With the horizon set at 2014 the ACA addresses the uninsured with a series of bridge programs.
These programs addressed the needs of small business, individuals with pre-existing conditions, early
retirees, and young adults, and children.

Small Business

Up to 4 million small businesses are eligible for tax credits to help them provide insurance
benefits to their workers. The first phase of this provision provides a credit worth up to 35% of
the employer's contribution to the employees’ health insurance. Small non-profit organizations
may receive up to a 25% credit. 38,300 small businesses in Nebraska could be helped by a
new small business tax credit that makes it easier for businesses to provide coverage to their
workers and makes premiums more affordable.

The Pre-Existing Condition Insurance Plan (PCIP):

e The PCIP is administered by either your state or the U.S. Department of Health and
Human Services. Nebraska elected to have HHS run the program.

e |t will provide a new health coverage option for citizens if they have been uninsured for
at least six months, have a pre-existing condition, or have been denied health coverage
because of a health condition, and are a U.S. citizen or are residing here legally.

¢ The plans are active from 2010-2014.

* The plans will cover primary and specialty care, hospital stays, and prescription drugs. |

Early Retirees

» The percentage of large firms providing workers with retiree coverage has dropped from
66 percent in 1988 to 31 percent in 2008.

+ The Affordable Care Act will provide $5 billion in financial assistance to employers to
help them maintain coverage for early retirees age 55 and older who are not yet eligible
for Medicare.

¢ Employers can use the savings to either reduce their own health care costs, provide
premium relief to their workers and families or a combination of both.

e This temporary program will make it easier for employers to provide coverage to early
retirees.

« Employers who are accepted into the program will receive reinsurance reimbursement
for medical claims for retirees age 55 and older who are not eligible for Medicare, and
their spouses, surviving spouses, and dependents.

Young adults and children

Under the new law, young adults wiil be allowed to stay on their parent’s plan until they turn 26
years old. (In the case of existing group health plans, this right does not apply if the young adult
is offered insurance at work.) Some insurers began implementing this practice early.

The new law includes new rules to prevent insurance companies from denylng coverage to
children under the age of 19 due to a pre-existing condition.

The Children’s Health Insurance Program has been extended through September 30, 2015 and
provides states with additional funding to ensure children have access to this proven successful
program. The funding increases outreach and enrollment grants to help reach more eligible
children.



As | have mentioned throughout my briefing, the states are definitely involved in the implementation of
ACA. | have highlighted some of the provisions of ACA that are already in effect and | started my
testimony with the end horizon that is expected by 2014. Currently state legislatures are beginning to
consider what initial steps should be taken to implement some of the measures needed.

ACA does provide the state opportunity to address:

e Future health care costs, such as maximizing receipt of federal funds, and reducing the cost of
care for high-cost individuals.

¢ New strategies could bolster health care quality and outcomes. Keep in mind that ACA does
not make changes to the health care delivery system but it does make available grants and
demonstration project opportunities to assist states in addressing certain problems in a gradual
manner. Just like the implementation of ACA.

e The legislature may need to consider the state’s response to workforce and infrastructure
capacity and ACA provides for grants for state level workforce planning.

e State may need to consider enhancements to insurance oversight and regulation at the state
level. A $30 million grant program to establish and strengthen consumer assistance offices in
States and Territories. The new Consumer Assistance Grants Program will help States
establish consumer assistance offices or strengthen existing ones. The new funds will be used
to provide consumers with the information they need to pick from a range of coverage options
that best meets their needs.

+ States can now apply for the first round of funding - up to $1 million for each State and the
District of Columbia. These grants will give states the resources to conduct the research and
planning needed to build a better health insurance marketplace and determine how their
Exchanges will be operated and governed. Future funding will support development and
implementation activities that States will undertake through 2014.

¢ New programs could generate additional federal health care funds. There are costs in the
state’s implementation of ACA, however, ACA also establishes a number of new federal grant
programs-some monies distributed by formula, others awarded through a grant application
process. It will be important for the state to ensure that state agencies maximize their
opportunity to obtain additional federal funds, particularly in cases where doing so could offset
state costs.

o States will also have a role in policy-making around the enroliment and eligibility provisions of
ACA. States must consider coordination of enrollment, data sharing, the role of state agencies,
HIT standards, income methodology requirements, and integration of current programs and
proposed exchanges. ACA provides for administrative simplification around these issues.

These topics may be touched on by other presenters for consideration to this committee. Again, these
short term implications may vary from state to state but are items that the State of Nebraska may need
to consider.

As part of this testimony, | will include the long term implications for State health programs.
Mentioned earlier, the Medicaid 1115 waivers allow flexibility and provide federal funding.

New federal funding opportunities to offset enroliment of person currently eligible but not enrolled OR
the success of the state health insurance exchanges include:

Medical homes are for persons with significant heailth needs. Medical homes are proposed as a model
of care where a person’s care is coordinated through a central hub rather than a person being directed
to seek care from a jumbled network of providers. Support is available at a 90% federal and 10% state
funding rate beginning in 2011.

Optional Attendant Services Benefit can be included.

Bundled payments are an alternative to fee-for-service payments, in which each physician receives
reimbursement for the individual services provided.



The intent of an ACO is to reduce costs by delivering coordinated care.

The new federal funds could help relieve fiscal pressure on the state to maintain funding for
uncompensated care historically provided by these clinics.

Prevention and Public Health Funds are to be used to promote community-based preventive health
activities as well as other activities permitted under the previously enacted Public Health Services Act
(such as immunizations, public health preparedness, and cancer detection programs.)

Maternal, Infant, and Early Childhood Home Visiting Programs authorizes grants for home visitation
programs following models that have been proven to improve health outcomes for mothers and babies.
Home visitation programs provide low-income pregnant and parenting families such services as
smoking cessation programs, advice on nutrition and exercise, basic information on newborn care and
child development and family planning.

e There could be a redirection of Disproportionate Share Hospital Fund payments to those
hospitals that serve a larger percentage of Medicaid beneficiaries and uninsured. States will
need to consider the impact of this.

s The Legislature does have policy options on the design and role of the Exchange. The state will
need to answer these questions...Should the State establish an exchange? How would an
exchange be governed? And what role should the exchange play in the health insurance
market?

As a committee you have much to consider and | applaud the time you have set aside to study this most
important piece of legislation. You do have the opportunity now to impact the lives of Nebraskans for
years to come.

Explanation of Portal
One of the more innovative and useful outcomes of the ACA is the Healthcare.gov portal.

In closing, | thank you again for this opportunity to come before you. We do have time to for some
questions and | will respond to the best of my ability.
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Find Insurance Options

See which public, private and community programs meet your needs

Let’s get started.

(Just two quick steps)

This tool will help you find the health insurance best suited to your needs, whether it's
private insurance for individuals, families, and small businesses, or public programs that
may work for you. It was created to help consumers under the health insurance reform
law, the Affordable Care Act.

STEP 1 of 2 - Please Answer All Questions
Which state do you live in?
i Georgia |

Which best describes you?
(Select one.)

Please select which best describes you?
“ Family / Children

c Healthy Individual

" Individual with Medical Condition
i Pregnant Woman

=

Person with Disability
T

Senior

Young Adult (under 26)

o

s~
3

Small Employer / Self-Employed
Your privacy is protected. Read our privacy policy.

Just a few more questions...

1live in GA
T am a Individual with Medical Condition

STEP 2 of 2 - Please Answer All Questions
Which best fits your situation?

Select option that best fits your situation?

o

I'm losing the health insurance I had through work.



I've tried to get health insurance, but I was rejected for coverage because of my disability.

-~

{

I need health insurance.

How old are you?
Select age group:
~

18 or under
19-25

-

26-64
-

65 or older

Do any of the following apply?
(Check all that apply.)
Select all conditions that apply:

r
Disability

-

Breast or cervical cancer

~

Dependent under 21

-

Nursing home or long term care
-

Special healthcare need

—
Pregnancy

i

Veteran status
-

American Indian or Alaskan Native

Do you find 1t difficult to afford insurance?
Is 1t difficult to afford insurance?

I~

Yes

-

No



OK. Based on your choices,
there are 9 options you should look into:

Explore these options:

If your parent’s insurance offers
% dependent coverage, you may be
¥ cligible to be covered on their policy
until age 26.

Coverage for Young
" Adults Under Age 26

If you involuntarily lose coverage, you
ERPREENSREgEE may be eligible for a special
hearn Morg @9 opportunity to sign up for a job-based
health plan.

Special Enrollment in
2. Spouse’s Job-based Health
Plan

: A You may be able to keep the coverage
3. COBRA Coverage HEIGNL TR you had at work for a limited time

- through a program called COBRA.

; =m 1{ YOu do not have job-based or other
(X-E100) 1 coverage, you may want to buy a policy
from a private insurer.

Health Insurance Plans for
" Individuals & Families

If you're losing job-based coverage and
. meet other qualifications, you may be
eligible for a HIPAA policy or a

Special Options for
5. Individual Health

Learn More
Insurance ' conversion policy. You may have other
options.

You may qualify for a pre-existing
Pre-Existing Condition . condition insurance plan or a high risk
6. Insurance Plan ; [N ] 888 pool, which helps people who have a
(PCIP)/High Risk Pool ' T hard time getting insurance find
coverage.

Medicaid provides coverage for low
income children, families, the elderly,
and people with disabilities. Pregnant
women may qualify with higher
Incomes.

U

R A A
7. Medicaid Learn More: -

Breast and Cervical
Cancer Prevention and
8. Treatment Programs

These programs are available to eligible
Rl S T S TR 1 3 .
' Learn More. women dlagnosed.wnh ‘prea.st and/or
MESRSEESRERREIRY cervical cancer. Higher incomes may

(BCCPT) through i
Medicaid qualify.
There may be local facilities that
Finding Care You Can RS provide free or reduced-cost care,
2. Afford Lear 5M‘-°'r~ 4889 whether you’re insured or not. What

you pay depends on your income.
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The Affordable Care Act: Immediate Benefits for Nebraska

o Small business tax credits. 38,300 small businesses in Nebraska could be helped by a new small business tax credit that makes it
easier for businesses to provide coverage to their workers and makes premiums more affordable.! Small businesses pay, on average,
18 percent more than large businesses for the same coverage, and health insurance premiums have gone up three times faster than
wages in the past 10 years. This tax credit is just the first step towards bringing those costs down and making coverage affordabie
for small businesses.

e Closing the Medicare Part D donut hole. Last year, roughly 23,100 Medicare beneficiaries in Nebraska hit the donut hole, or gap in
Medicare Part D drug coverage, and received no extra help to defray the cost of their prescription drugs.2 Medicare beneficiaries in
Nebraska who hit the gap this year will automatically be mailed a one-time $250 rebate check. These checks will begin to be mailed to
beneficiaries in mid-June and will be mailed monthly throughout the year as new beneficiaries hit the donut hole. The new law
continues to provide additional discounts for seniors on Medicare in the years ahead and completely closes the donut hole by 2020.

o Support for health coverage for early retirees. An estimated 9,820 people from Nebraska retired before they were eligible for
Medicare and have health coverage through their former employers. Unfortunately, the number of firms that provide health coverage
to their retirees has decreased over time.3 Beginning June 1, 2010, a $5 billion temporary early retiree reinsurance program will help
stabilize early retiree coverage and help ensure that firms continue to provide health coverage to their early retirees. Companies,
unions, and state and local governments are eligible for these benefits.

o New consumer protections in the insurance market beginning on or after September 23, 2010.

o Insurance companies will no longer be able to place lifetime limits on the coverage they provide, ensuring that the 1.1 million |
Nebraska residents with private insurance coverage never have to worry about their coverage running out and facing catastrophic
out-of-pocket costs.

o Insurance companies will be banned from dropping people from coverage when they get sick, protecting the 127,000 individuals
who purchase insurance in the individual market from dishonest insurance practices.

o Insurance companies will not be able to exclude children from coverage because of a pre-existing condition, giving parents
across Nebraska peace of mind.

o Insurance plans’ use of annual limits will be tightly regulated to ensure access to needed care. This will protect the 1 million
residents of Nebraska with health insurance from their employer, along with anyone who signs up with a new insurance plan in
Nebraska.

o Health insurers offering new plans will have to develop an appeals process to make it easy for enrollees to dispute the denial of a
medical claim.

o Patients’ choice of doctors will be protected by allowing plan members in new plans to pick any participating primary care
provider, prohibiting insurers from requiring prior authorization before a woman sees an ob-gyn, and ensuring access to
emergency care.

Extending coverage to young adults. Beginning on or after September 23, 2010, plans and issuers that offer coverage to children on
their parents’ policy must allow children to remain on their parents’ policy until they turn 26, unless the adult child has another offer
of job-based coverage in some cases. This provision will bring relief to roughly 5,830 individuals in Nebraska who could now have

quality affordable coverage through their parents.* Some employers and the vast majority of insurers have agreed to cover adult
children immediately.

Affordable insurance for uninsured with pre-existing conditions. $22.6 million federal dollars are available to Nebraska starting
July 1 to provide coverage for uninsured residents with pre-existing medical conditions through a new transitional high-risk pool
program, funded entirely by the Federal government. The program is a bridge to 2014 when Americans will have access to affordable
coverage options in the new health insurance exchanges and insurance companies will be prohibited from denying coverage to
Americans with pre-existing conditions. If states choose not to run the program, the Federal government will administer the program
for those residents.

L4

Strengthening community health centers. Beginning October 1, 2010, increased funding for Community Health Centers will help
nearly double the number of patients seen by the centers over the next five years. The funding could not only help the 26 Community
Health Centers in Nebraska but also support the construction of new centers.

e More doctors where people need them. Beginning October 1, 2010, the Act will provide funding for the National Health Service
Corps ($1.5 billion over five years) for scholarships and loan repayments for doctors, nurses and other health care providers who work
in areas with a shortage of health professionals. This will help the 5% of Nebraska's population who live in an underserved area.

o New Medicaid options for states. For the first time, Nebraska has the option of Federal Medicaid funding for coverage for all low-
income populations, irrespective of age, disability, or family status.

V http://www.irs.gov/pub/newsroom/count_per_state_for_special_post_card_notice.pdf

2 Office of the Actuary. Centers for Medicare and Medicaid Services. Number represents only non-LIS seniors.
3 Kaiser Family Foundation. 2009 Employer Health Benefits Survey.

4 U.S. Census Bureau, Current Population Survey. Annual Social and Economic Supplements, March 2009; and 45 CFR Parts 144, 146, and
147. http.//www.hhs gov/ociio/requlations/pra_omnibus_final.pdf

http://www.healthreform.gov/reports/statehealthreform/nebraska.html 9/15/2010
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Affordable Care Act
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History of the ACA
» H.R.3590 became Public Law 111-148
¢ Called the “Patient Protection and Affordable
Care Act”
» H.R.4782 became Public Law 111-152
« Called the “Health Care and Education
Reconciliation Act of 2010”
e The bill makes a number of health-related
financing and revenue changes to the Patient
Protection and Affordable Care Act (enacted by

H.R.3590) and also modifies higher education
assistance provisions

Prevention Provisions
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d Planning




Community Prevention
National Prevention, Health Prbmotion
and Public Health Council

» Advisory Group on Prevention,
Health Promotion, and Integrative
and Public Health

Community Preventive Services Task
Force

Community Prevention

+ Prevention and Public Health Fuhd '

» Education and outreach campaigns
regarding preventive benefits

» Community Transformation Grants
+ Nutrition Labeling

Clinical Prevention - General

» Preventive Servnces Task Force

. Emphasus on personahzed preventlon
plans

= Remove barriers to preventlve
- services

« Improved coverage across hfespan P
» Expands primary care workforce




Clinical Prevention

« Maternal and Child Health Services
¢ Grants to eligible entities for early
childhood home visitation programs
e Grants to eligible entities to carry out
personal responsibility education
programs to educate adolescents on:

= both abstinence and contraception for the
prevention of pregnancy and sexually
transmitted infections

» certain adulthood preparation subjects

Clinical Prevention - Medicare

= Annual Wellness Visit

» Eliminates cost-sharing on
preventive services

= Expands alternative primary care
workforce eligible for Medicare
reimbursement

» Enhances workforce in geriatrics

Clinical Pkevention - Medicaid

« Expanded access

~ e Better coordination with CHIP and ‘
Medicare for dual e“glblllty

. Smokmg cessation :
= Limits barriers to preventive services.
~‘eIncluding vaccinations

» Grant program to provide incentives
for prevention activities




Clinical Prevention — Private Plans

= Expands prevention services
» Reguires health plans to provide coverage for,
and to not impose any cost sharing
requirements for:
(1) specified preventive items or services
recommended immunizations; and
{3) recommended Preventive care and screenings for
women and children.
= Expands coverage
» Requires a health plan that provides
dependent coverage of children to make such
coverage available for an unmarried, adult
child until the child turns 26 years of age.

Strategy and Planning - General

=« Transparency :
= Dissemination of information
« Collaboration across Federal agencies

S..Ltrat‘_egy and Planning

National Prevention; Health Promotion and: Public
-2 Health Council : :
e Advisory Group on Prevention, Health: .
Promotion, and Integrative and Public Health
- National Strategy to. Improve Health Care Quality -
- ¢ Interagency. Working. Group on Heaith Care Quality.
Center-for Medicare and Medicaid Innovation
«* National Health Care Workforce Commission
= Patient-Centered Outcomes Research Institute
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Vivianne M. Chaumont, Director
Division of Medicaid & Long-Term Care
Department of Health and Human Services

LR 467 Testimony
Health and Human Services Committee
September 16, 2010

Good afternoon Senator Gay and members of the LR 467 Select Committee. My name is
Vivianne Chaumont (V-I-V-I-A-N-N-E C-H-A-U-M-O-N-T), I am the Director of the
Division of Medicaid and Long-Term Care for the Department of Health and Human
Services. I am here to provide you a high level overview of the Affordable Care Act
(ACA), which includes the Patient Protection and Affordable Care Act and the
corresponding Reconciliation Act, and its impact on the Division of Medicaid & Long-
Term Care.

As 1 am sure you are aware, the Department of Health and Human Services, in order to
get a better idea of the fiscal impact of the changes required under the Affordable Care
Act (ACA), contracted with Milliman, Inc., an actuarial firm, to provide a fiscal impact
estimate of the costs of preparing for and implementing the ACA. The Milliman Report °
only examined the fiscal impact of the ACA on the Medicaid program. A copy of the
Milliman Report is included in your handouts. The changes required to Medicaid as a
result of the ACA are numerous. I am going to address some of the larger changes with
you in some level of specificity. Each of these changes involves some level of resource
dedication from the Division of Medicaid & Long-Term Care to assess the change,
develop a plan, and implement the required change. Most, if not all, of the changes also
require some level of IT resource dedication for associated system changes.

Likely, the most significant change to Medicaid is the addition of a new category of
Medicaid eligible individuals. Under the ACA, on January 1, 2014, Medicaid eligibility
is extended to childless adults. This group will be eligible for Medicaid up to 133% of
the Federal Poverty Level (FPL) with a 5% income disregard. Therefore, eligibility will
actually be at 138% of the FPL. Under the ACA, the federal government will fully fund
the cost of services for individuals who are newly eligible for Medicaid through 2016, at
which time the percentage of Federal Financial Participation (FFP) decreases to 95% in
2017, 94% in 2018, 93% in 2019, and 90% from 2020 onward. Beginning in 2016,
States will have to pay the increased match necessary to cover this population under
Medicaid.

Due to the increased FFP for the new eligibility group, the Division will need to make
system changes to identify those newly eligible clients in order to determine which
clients are eligible for the higher FFP. The higher FFP amounts are only available for
clients who are eligible as a result of the ACA expansions. The standard FFP will still
apply for those individuals who would have been eligible for Medicaid under the
standards in place prior to the ACA. Currently, that match is approximately 60% federal
and 40% General Fund. This means that when making eligibility determinations, there



will have to be two processes in place. One process that applies to the new eligibility
category and one process that applies to the current categories of eligibility under the
current guidelines.

States are to provide coverage for this expansion group under a benchmark or benchmark
equivalent plan. Nebraska Medicaid does not currently have a benchmark plan. A
benchmark plan, as currently defined by federal requirements, is a benefit package that is
based on (1) the standard Blue Cross Blue Shield preferred provider option under the
Federal Employee Health Benefit Plan, (2) the HMO plan with the largest commercial,
non-Medicaid enrollment in the State, (3) any generally available State employee plan, or
(4) any plan that the Secretary of the federal Department of Health and Human Services
determines is appropriate. The Division of Medicaid & Long-Term Care (MLTC) will
have to undertake an assessment to determine what type of benchmark plan should be
developed for this population. Development and implementation of a benchmark plan
will result in significant costs to the Medicaid program. These costs include analysis of
the options and potential population as well as system and program costs. For example,
the claims system will need to deal with two benefit packages rather than one. This will
result in significant costs to the eligibility system and to Nebraska’s already cumbersome
MMIS system, the system that pays Medicaid claims.

In addition to the costs of covering the services for this new expanded population, it is
anticipated that there will be costs of covering the services of additional populations who
become Medicaid eligible as a result of other changes in the ACA. You will hear this
population commonly referred to as the woodwork population. This includes persons
who are currently insured through the private market or who are uninsured but seek
insurance coverage as a result of the mandates of the ACA. There is no enhanced federal
funding for this population since they could otherwise have been eligible for Medicaid
prior to the ACA but chose not to apply for the program.

In addition to mandating coverage of childless adults effective January 1, 2014, the ACA
mandates Nebraska to add another new population effective January 1, 2014. States will
be required to provide Medicaid eligibility to children who are in foster care on their 18™
birthday until their 26™ birthday. Clients who qualify for Medicaid through this
eligibility group will receive all benefits under Medicaid, including benefits under
EPSDT, the Early and Periodic Screening, Diagnosis and Treatment benefit. Currently,
Nebraska provides this coverage for former foster care children to age 19. This new
federal mandate results in an expansion of eligibles and has a fiscal and system impact.
State Plan and regulatory changes will also be necessary.

Under the ACA, in order to be eligible for the higher match for the childless adult
population, States are prohibited from changing the eligibility standards, methodologies,
and procedures they had in place on the date of ACA enactment, March 23, 2010. This
requirement applies to adult populations until December 31, 2013 and to children in
Medicaid and CHIP effective until September 30, 2019. This results in the inability of
the State to implement changes to Medicaid coverage which would make eligibility



determinations more restrictive or eliminate certain groups from coverage, thereby
limiting flexibility for budget purposes.

Along with the necessary programmatic and system changes, there will also be increased
administrative costs to the Department related to the new category of Medicaid eligibles
and the anticipated increase in the Medicaid population resulting from the ACA and the
effects of the ACA. More eligibles result in the need for more staff to process more
claims, work with providers, and ensure compliance with different program requirements.
Statutory changes will be necessary during the 2012 Legislative Session. Significant
State Plan and regulatory changes will need to be made. All ofthese changes will need to
be in place by January 1, 2014.

Another requirement of the ACA relates to the interplay between the Medicaid program
and the insurance exchange that each state will be required to have in place. Because
Medicaid will be one option of insurance available to persons, the exchange will need to
be able to make Medicaid eligibility determinations and there will need to be an
interchange of information between the Medicaid program and the insurance exchange in
order to provide seamless enrollment for all programs. This issue represents major fiscal
and systems impact for the Department, as the Department’s eligibility and MMIS
systems will need to be changed in order to interface with the Exchange. I am just
beginning conversations and planning with Ann Frohman and her Department on the
exchange issue. Many of these details would be examined under the auspices of the
federal exchange planning grant that Nebraska is seeking.

The increase in eligibles is probably the largest but certainly not the only significant
change required by the ACA. Effective January 1, 2010, the rebate percentages for
covered outpatient drugs provided to Medicaid clients increased. The minimum rebate
percentage increased from 15.1% to 23.1% for brand name drugs and from 11% to 13%
for generic drugs. The impact of the increased rebate accrues 100% to the Federal
government. It is anticipated that this increase in the rebate will result in a significant
reduction in Nebraska’s supplemental rebates, or a loss of roughly $74 million from 2011
to 2020.

The ACA requires Medicaid programs to pay physicians for certain primary care services
at 100% of the Medicare fee schedule for services provided between January 1, 2013 and
January 1, 2015. During that time period, the increased costs of that federally required
rate increase will be paid with 100% federal funds. These changes will result in increased
workload and system impacts to Medicaid and IT staff. The ACA provides that States
will have the option of reducing payment for these codes on January 1, 2015.

Nebraska Medicaid currently participates in making payments to hospitals under the
Disproportionate Share Hospital (DSH) program. Under DSH, if hospitals exceed the
statewide average threshold for uncompensated care, they are eligible to receive a DSH
payment, which helps offset the cost of a portion of the uncompensated care provided.
The ACA reduces DSH allotments to states as their uninsured rates decline. This



reduction begins in 2013. This will have a fiscal impact and will result in State Plan and
regulatory changes.

As you know, Nebraska operates a Medicaid expansion CHIP program. Under the ACA,
States are required to maintain income eligibility levels for CHIP through September 30,
2019. Nebraska’s current income eligibility level for CHIP is 200% FPL. Beginning on
October 1, 2015 and ending September 30, 2019, states will receive a 23 percentage point
increase in the CHIP match rate, subject to a cap of 100 percent. Based on Nebraska’s
current federal match for CHIP, this would bring the Federal Financial Participation
(FFP) to roughly 93% for that period of time. This will result in a savings.

There are a number of other issues of particular significance that I would like to point out
at this time. Many include requirements that impact the current, already taxed, MMIS
system.

The ACA requires States to implement the National Correct Coding Initiative (NCCI) for
use in processing Medicaid claims by October 1, 2010. NCCI is a group of edits used in
the claims processing system to detect fraud. These edits are currently used by Medicare
in processing claims. This change has a major impact on our claims processing system.
Guidance related to the NCCI requirements was provided by CMS on September 1, 2010,
which gives States little time to implement the changes.

States must provide coverage for freestanding birth center services. These providers are
not currently enrolled in Medicaid and therefore, this will result in an expansion. This
requires program and system changes.

Medicaid must provide concurrent care for children who are eligible to receive hospice
services. This allows children who are enrolled in either Medicaid or CHIP to receive
hospice services without foregoing curative treatment related to a terminal illness.

The Secretary will be creating regulations to ensure that States develop service systems
designed to eliminate barriers to providing home and community-based services. This
includes allocation of resources to maximize beneficiary independence, including the use
of client-employed providers, supporting the beneficiary in designing an individualized,
self-directed, community-supported life, and improving coordination among providers.
The regulations issued by the Secretary will be reviewed for a determination of impact at
that time. = Many questions that state Medicaid programs have remain unanswered
because details must be promulgated as federal regulations by CMS.

Beginning on January 1, 2012, States are responsible for the collection of adult health
quality measures, similar to the CHIP pediatric quality measures. Effective September
30, 2014, States will have to provide annual reporting to the Secretary of HHS related to
adult health quality measures. Collection of the required quality health information is
limited by our current MMIS. This will result in policy changes and have a system
impact.



The Secretary of HHS will be providing the States regulations that prohibit Medicaid
payment for services related to health care-acquired conditions. The Secretary will
develop a list of health care-acquired conditions for Medicaid. When this direction is
made available to States, this change will have a program and system impact.

Provider screening and other enrollment requirements under Medicaid, CHIP, and
Medicare are being reviewed by the Secretary of HHS and the Office of the Inspector
‘General to determine screening procedures for enrolling providers and suppliers in
Medicaid, CHIP, and Medicare. The level of screening will be determined according to
the risk of fraud, waste and abuse for a category of providers or suppliers. Screening
procedures must include a licensure check, and may include, at the Secretary’s discretion,
a criminal background check, fingerprinting, unscheduled and unannounced site visits,
database checks, and other screening as deemed appropriate. To pay for the new
screening measures, the Secretary is required to impose a fee of $500 for institutional
providers. The new screening procedures will apply to those providers and suppliers
revalidating their enrollment beginning September 19, 2010. It will apply to new
providers and suppliers beginning March 23, 2011 and to current providers and suppliers
March 23, 2012. Additional information is necessary prior to the implementation of this
Section.

Recovery Audit Contractor (RAC) program audits are being expanded to Medicaid
effective December 31, 2010. States must contract with a RAC to identify and recoup
underpayments and overpayments in Medicaid and Waiver programs. RACs are paid on
a contingency basis. Additional information is required from CMS before Nebraska
Medicaid can move forward in implementing this program.

Providers who are terminated from participation under Medicare or another State plan
must be terminated from participation under Medicaid. States must terminate individuals
or entities from Medicaid participations if individuals or entities are terminated from
Medicare or another State’s Medicaid program. This is effective January 1, 2011.

Medicaid must exclude individuals or entities from participation in Medicaid for a
specified period of time if the entity or individual owns, controls, or manages, and entity
that has failed to repay overpayments during the period as determined by the Secretary, is
suspended, excluded or terminated from participation in any Medicaid program, or is
affiliated with an individual or entity that has been suspended, excluded, or terminated
from Medicaid participation.

It 1s clear that Health Reform results in sweeping changes to the Medicaid program in
Nebraska and that it will take significant effort to assess, develop, and implement these
changes. Thank you for the opportunity to provide you with this information.
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August 16, 2010

Ms. Vivianne Chaumont, Director
Division of Medicaid & Long-Term Care
Department of Health and Human Services
State of Nebraska

P.O. Box 95026

Lincoln, NE 68509-5026

RE: PATIENT PROTECTION AND AFFORDABLE CARE ACT WITH HOUSE
RECONCILIATION - FINANCIAL ANALYSIS

Dear Vivianne:

Milliman, Inc. (Milliman) has been retained by the Nebraska Department of Health and Human Services,
Division of Medicaid and Long-Term Care (DHHS) to provide consulting services related to the financial
review of the Patient Protection and Affordable Care Act as amended by the Health Care and Education
Reconciliation Act (Affordable Care Act) as they relate to the provisions impacting the State’s Medicaid
program and budget. This correspondence documents the results of our analysis.

SUMMARY OF RESULTS

Milliman has developed two estimates of the enrollment and fiscal impact associated with the Medicaid
expansion and other related provisions of the Patient Protection and Affordable Care Act as amended by
the Health Care and Education Reconciliation Act. We have developed (1) a mid-range participation
scenario adnd (2) a full participation scenario. We have prepared our fiscal analysis to reflect the state
impact for state fiscal years 2011 through 2020. We have adjusted all data to reflect the three month
offset between the federal fiscal year and the state fiscal year as appropriate.

Enclosures 1 and 2 provide the fiscal impact results of the Affordable Care Act under a mid-range
participation scenario (Enclosure 1) and a full participation scenario (Enclosure 2). The total fiscal impact
to the Nebraska Medicaid budget during the next 10 years would be estimated to be in the range of
approximately $526.3 million to $765.9 million based upon the assumptions outlined in this document.
Table 1 illustrates the anticipated expenditure impacts to the Nebraska Medicaid budget for the period of
SFY 2011 through SFY 2020 under each scenario.

T:\2010\NMDWMD02\Nebraska Medicaid PPACA Fiscal Impact.doc
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Table 1

Ms. Vivianne Chaumont

Nebraska Department of Health and Human Services
Division of Medicaid and Long-Term Care

Patient Protection and Affordable Care Act

as Amended by the Health Care and Education Reconciliation Act

State Budget Fiscal Impact — SFY 2011 through SFY 2020

(Values Illustrated in Millions)

August 16, 2010

Page 2

Esnmated Flscal Impact - State Only
L ~'Mid-Range .~ | Full Participation.
Commment ; B ; S Parﬂcnpatlon Scenario Scenario. .. -
Adults/Parents/Chlldren Expansmn to 138% F PL $465.1 $617.3
Administration 82.4 106.8
Pharmacy Rebate Loss for Nebraska 68.1 74.4
Physician Fee Schedule Increase to Medicare Rates 0.0 56.8
Foster Children Coverage to Age 26 15.1 15.1
Medically Needy Expansion to 138% FPL 5.6 5.6
DSH Reduction (18.8) (18.8)
CHIP Enrollment Shift and FMAP Increase (30.9) (30.9)
State Disability Shift to Medicaid and Expansion to 138% FPL (60.5) (60.5)
Total $526.3 $765.9

- Note: Values have rounded

Estimated Medicaid Enrollment Impact

Table 2 illustrates the projected increase in Medicaid enrollment reflecting a 138% Federal Poverty Level
(FPL) limit. The 138% FPL limit reflects the 133% FPL indicated in the Affordable Care Act with the
5% income disregard allowance. The values in Table 2 were derived from the 2009 Current Population
Survey (2009 CPS) data from the U.S. Census Bureau collected in 2009 (representing 2008 insurance and
income data) as well as Medicaid enrollment data provided by DHHS. Children were defined as ages 0
through 19. The Adult and Parent populations were defined as ages 20 through 64.

T:2010\WNMD\NMD02\Nebraska Medicaid PPACA Fiscal Impact.doc
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Table 2

Nebraska Department of Health and Human Services
Division of Medicaid and Long-Term Care

Patient Protection and Affordable Care Act
as Amended by the Health Care and Education Reconciliation Act

State Budget Enrollment Impact — 2009 CPS Census Data

7 e R R | G R A B R " Enrollment - : |
‘Enrollment Full ( - - Mid-Range =~ | . Mid-Range
VR : _ .7 -| ; Participation | ‘ Participation- ‘| = Participation
.. Population |7+ FPL Rnﬁnge“'( r-Scenario . s | 5 Assumption i -Scenario -1
Uninsured Adults 0% - 138% 36,779 80% 29,423
Newly Eligible Parents 50% - 138% 20,510 85% 17,433
Woodwork Parents <50% 4,623 70% 3,236
Woodwork Children <138% 23,119 80% 18,496
Insured Switchers — Adults 0% - 138% 23,916 50% 11,958
Insured Switchers — Parents 0% - 138% 21,429 75% 16,071
Insured Switchers — Children 0% - 138% 14,538 75% 10,903
DHHS 133% FPL
State Disability " 0% - 138% 154 Assumption+ 5% 154
DHHS 133% FPL
Medically Needy @ 43% - 138% 229 Assumption +5% 229
Sub-total 145,297 107,903

Notes: (1) State Disability currently covered with state funds to 100% FPL. Enrollment reflects shift to Medicaid and
FPL expansion estimated as of 2014.
(2) Enrollment reflects FPL expansion estimated as of 2014.

The mid-range participation rates in Table 2 were reviewed for consistency with participation in the
Medicare program which exceeds 95% and the Medicaid/CHIP programs for children which exceeds
85%. Actual participation in the Medicaid program after the expansion may exceed the participation rates
noted in these other programs, since there will be an individual mandate for health insurance coverage
under federal health care reform legislation.

Percentage increase in Medicaid in relation to the total number of Nebraskans

e (Calendar Year 2008 Nebraska Census Estimate 1,783,000
e Increase would be approximately 6.1% to 8.2% more Nebraska residents on Medicaid
e Increase from 11.6% to range of 17.7% -'19.8% - or nearly 1 in 5 Nebraskans

The remainder of this letter discusses each of the Medicaid components of health care reform as listed in
Table 1.
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a. Adults/Parents/Children Expansion to 138% FPL

The fiscal impact associated with the Adults, Parents, and Children expansion to 138% FPL includes both
currently insured and uninsured individuals below the 138% FPL amount and children not currently
covered under Medicaid, who are also below the 138% FPL limit. The 138% FPL limit reflects the 133%
FPL indicated in the Affordable Care Act with the 5% income disregard allowance. The analysis
presented in this report reflects full participation (full participation scenario) as well as an alternate
participation assumption (mid-range participation scenario). The participation assumptions by population
are presented in Table 2. The assumed average annual cost per enrollee by population as of State fiscal
year 2009 is provided in Table 3.

Table 3

Nebraska Department of Health and Human Services
Division of Medicaid and Long-Term Care

Patient Protection and Affordable Care Act
as Amended by the Health Care and Education Reconciliation Act

Average Cost per Enrollee as of SFY 2009

T o Populationt s ot ‘:‘A\'rérégé ‘Annual Cost
Uninsured Adults $5,467
Newly Eligible Parents $4,881
‘Woodwork Parents $4,881
Woodwork Children $2,654
Insured Switchers — Adults $5,900
Insured Switchers — Parents $5,268
Insured Switchers — Children $2,950
State Disability $78,107
Medically Needy — Disabled $85,390
Medically Needy — Long-Term " $109,932

Notes: (1) State Disability and Medically Needy costs provided by DHHS for FFY 2014.

The cost estimates for the State Disability and Medically Needy populations were obtained from the
health care reform projection provided by DHHS. All other annual cost estimates were developed from
SFY 2009 enrollment and expenditures provided in the Nebraska Medicaid Reform Annual Report dated
December 1, 2009 with appropriate adjustments. The values in Table 3 reflect the age/gender mix of each
population based upon the 2009 CPS census data. For example, the insured switcher adult population
does not have the same age distribution as the uninsured adult population which impacts expected average
cost. Milliman additionally used internally available data from other Medicaid expansion analyses to
develop the cost relationship between adults and parents. Milliman assumed a composite annual trend of
3.0% to project the claim cost for the expansion population into future years. The 3.0% trend reflects the
impact of enrollment growth as well as projected trend for utilization and intensity of services.

T:\2010\NMDWNMD02\Nebraska Medicaid PPACA Fiscal Impact.doc
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The Affordable Care Act reflects the following Federal Medical Assistance Percentages (FMAP) for the
expansion populations.

e 100% FMAP in CY 2014, 2015, and 2016
e 95% FMAP in CY 2017

e 94% FMAP in CY 2018

e 93% FMAP in CY 2019

e 90% FMAP in CY 2020+

Milliman assumed that the projected FFY 2012 FMAP rate of 57.64% for Medicaid and 70.35% for CHIP
would continue through 2020 for non-expansion populations.

b. Administration

In addition to the expenditures associated with providing medical services, Nebraska will incur additional -
administrative expenditures. The expenditures for the initial modifications to the current administrative
systems, as well as establishment of an Exchange, are estimated to be $25 million (State and Federal) or
$12.5 million (State only). On-going costs for the coverage of the additional 108,000 to 145,000 Medicaid
enrollees are estimated to be $21.5 to $29.0 million per year (State and Federal) or $10.8 to $14.5 million
per year (State only). The on-going costs were developed assuming approximately $200 per recipient per
year or approximately 3.75% of total expected medical expenditures. Based on my experience with
Medicaid programs, the state Medicaid administrative costs range from 3.5% to 6.0% of the total medical
costs. The administrative expenses would be anticipated to be incurred in calendar years 2012 and 2013
for the initial administrative expenditures and in calendar year 2014 forward for the on-going
expenditures.

¢. Pharmacy Rebate Loss for Nebraska

The Affordable Care Act includes increased rebate percentages for covered outpatient drugs provided to
Medicaid patients. The minimum rebate percentage is increased from 15.1% to 23.1% for most brand
name drugs and from 11% to 13% for generic drugs effective January 1, 2010. However, the Affordable
Care Act indicates that the impact will be accrued 100% to the Federal government. Milliman has
modeled that this could reduce Nebraska’s rebates by 20.7% to 22.6% or more beginning on
January 1, 2010. The 20.7% assumption used for the mid-range participation scenario corresponds to a
75%/25% distribution of brand-name/generic pharmacy expenditures. An 8% reduction for brand-name
drugs and a 2% reduction for generic drugs equates to an average 6.5% reduction under the 75%/25%
assumption. The 6.5% reduction is approximately 20.7% of the current 31.5% assumed rebate level. The
22.6% assumption used for the full participation scenario corresponds to an 85%/15% distribution of
brand-name/generic pharmacy expenditures.

d. Physician Fee Schedule Increase to Medicare Rates

According to an April 2009 report by the Urban Institute’s Health Policy Center, the current Nebraska
Medicaid fee schedule reimburses at approximately 82% of the Medicare fee schedule for primary care
services. The Affordable Care Act requires an increase in the Medicaid physician fee schedule for a

T:2010\NMD\WMD02\Nebraska Medicaid PPACA Fiscal Impactdoc
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limited set of primary and preventive care services to 100% of the Medicare physician fee schedule.
100% Federal funding is available for calendar years 2013 and 2014. No additional funding is available
for other physician services.

Full Participation Scenario —

The full participation scenario assumes that DHHS will increase the fee schedule for the required
services for both primary care and specialty care providers and will continue the increased fee
schedule after calendar year 2014 to assure continued access to physician care. In addition to
increasing the expected cost of corresponding existing expenditures by approximately 22%, the
analysis reflects an additional $120 per year for the dual eligible population since Medicare only
pays 80% of the fee schedule for Part B services.

Under the full participation scenario, the increased cost would be an estimated $27 million (State
and Federal) per year for the current Medicaid program and expansion populations. During
calendar years 2013 and 2014, the state would have to pay the standard state portion of the
increase for specialty providers for the existing Medicaid population. Therefore, the state share in
these two calendar years would be approximately $2.8 million (State only) per year. In 2015, the
State only cost for the fee schedule expansion would grow to an estimated $9 million (State only).

Mid-Range Participation Scenario —

The mid-range participation scenario assumes that DHHS will only increase the fee schedule for
primary care providers, not specialty care providers. The mid-range participation scenario further
assumes that the fee schedule increase will only continue through calendar year 2014 and will
terminate when the Federal funding level decreases. The annual cost would be approximately
$18 million and reflects 100% Federal funding for the calendar year 2013 and 2014 period.

e. Foster Children Coverage to Age 26

It is Milliman’s understanding that Nebraska currently provides Medicaid eligibility coverage to Foster
Children to age 19. The Affordable Care Act includes mandatory coverage for Foster Children to age 26
beginning on January 1, 2014. Milliman has estimated the annual cost at $5.5 million per year (State and
Federal) or approximately $2.3 million per year (State only).

f. Medically Needy Expansion to 138% FPL

The Medically Needy population is currently covered to 43% FPL. The population is limited to non-Dual
eligibles under age 65. Effective January 1, 2014, the population will be covered to 138% FPL including
the 5% income disregard allowance. Milliman has utilized the DHHS expenditure estimate for the
Medically Needy population for fiscal year 2014 assuming expansion to 133% FPL under the Medicaid
enhanced FMAP rate. Our projection adjusts the DHHS estimate by a factor of 1.05 to reflect expansion
to the 138% FPL level. We have additionally adjusted the estimate provided by DHHS from a Federal
fiscal year basis to a State fiscal year basis. Although these individuals would theoretically be included in
the 2009 CPS data, the cost intensity needs to be additionally reflected.

T:2010\NMD\NMD02\Nebraska Medicaid PPACA Fiscal Impact.doc
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g. DSH Reduction

Based upon the aggregate Disproportionate Share Hospital (DSH) payment reductions indicated in the
Affordable Care Act, Milliman developed average Federal fiscal year DSH reduction percentages.
Milliman adjusted the Federal fiscal year percentages to a State fiscal year basis. The baseline DSH
expenditures of $44.0 million provided by DHHS were ultimately reduced to two-thirds of the National
reduction percentage. The reduction was reduced to two-thirds of the National percentage to reflect that
Nebraska is a low DSH state.

@Fede}'ﬁ DSHEPE Reduction ‘
,F:s"?fl Yéare éN“'ﬁonal Per ce’ﬂh"‘gﬁ'@ ENEprasKa b i‘é’é‘ﬁtag"w

2014 4.4% 2.9%

2015 5.3% 3.5%

2016 5.3% 3.5%

2017 15.9% 10.6%

2018 44.1% 29.4%

2019 49.4% 32.9%

2020 35.3% 23.5%

Note: Nebraska percentage reduction was estimated at 2/3 of National percentage reduction since Nebraska is a low
DSH state.

h. CHIP Enrollment Shift and FMAP Increase

Under the Affordable Care Act, the CHIP program is required to continue to 2019. However, the
legislation provides an additional Federal matching rate of 23% beginning on October 1, 2015 and ending
September 30, 2019. The additional 23% FMAP will increase the total FMAP for the CHIP program to
approximately 93.35%. The enhanced FMAP will decrease expenditures for Nebraska and increase
expenditures for the Federal share.

The projection additionally reflects that approximately 30% of current CHIP program enrollees will shift
to Medicaid eligibility effective January 1, 2014. The 30% reflects CHIP enrollees <138% FPL.

i. State Disability Shift to Medicaid and Expansion to 138% FPL

Nebraska currently covers the State Disability population to 100% FPL with 100% state funds.

Milliman has utilized the DHHS expenditure estimate for the State Disability population for Federal fiscal

year 2014 assuming expansion to 133% FPL under the Medicaid enhanced FMAP rate. Our projection

adjusts the DHHS estimate by a factor of 1.05 to reflect expansion to the 138% FPL level.. We have

additionally adjusted the estimate provided by DHHS from a Federal fiscal year basis to a State fiscal
year basis. Although these individuals would theoretically be included in the 2009 CPS data, the cost

intensity needs to be additionally reflected.
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OTHER CHANGES TO CURRENT PROGRAMS .

Milliman anticipates potential savings from the following populations even if the programs are not
discontinued. However, savings estimates have not been included in the total impact projection for either
the full participation scenario or mid-range participation scenario.

Pregnant Women above 138% FPL

The State of Nebraska currently provides eligibility for pregnant women up to 185% FPL. It would be
anticipated that the majority of pregnant women between 138% FPL and 185% FPL will receive care
through the insurance exchange. We have estimated that approximately 10% of the current expenditures
for the pregnant women population will no longer be incurred by the Nebraska Medicaid program. We
have estimated the annual savings to be approximately $3.4 million (State and Federal) per year or $1.4
million (State only) per year beginning on January 1, 2014.

Breast and Cervical Cancer Program

The State of Nebraska currently provides eligibility under the Breast and Cervical Cancer program. The
total annual expenditures under the program are approximately $5.0 million (State and Federal) or
$1.5 million (State only). It is not anticipated that this program will be required to be continued with the
expansion requirements below 138% FPL and insurance reforms for individuals above 138% FPL.
Therefore, we have estimated that this program could be terminated beginning on January 1, 2014;
although, some of these individuals will become eligible under the new Medicaid eligibility requirements.

LIMITATIONS

The information contained in this correspondence, including any enclosures, has been prepared for the
Nebraska Department of Health and Human Services, Division of Medicaid and Long-Term Care and
their advisors. These results may not be distributed to any other party without the prior consent of
Milliman. To the extent that the information contained in this correspondence is provided to any
approved third parties, the correspondence should be distributed in its entirety. Any user of the data must
possess a certain level of expertise in actuarial science and health care modeling that will allow
appropriate use of the data presented.

Milliman makes no representations or warranties regarding the contents of this correspondence to third
parties. Likewise, third parties are instructed that they are to place no reliance upon this correspondence
prepared for DHHS by Milliman that would result in the creation of any duty or liability under any theory
of law by Milliman or its employees to third parties.
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Milliman has relied upon certain data and information provided by DHHS as well as enrollment and
expenditure data obtained from the Medicaid Statistical Information System (MSIS) State Summary
Datamart and the Nebraska Medicaid Reform Annual Report dated December 1, 2009 as retrieved from
the DHHS website. The values presented in this correspondence are dependent upon this reliance. To the
extent that the data was not complete or was inaccurate, the values presented will need to be reviewed for
consistency and revised to meet any revised data. The data and information included in the report has
been developed to assist in the analysis of the financial impact of Nebraska Medicaid Assistance
expenditures. The data and information presented may not be appropriate for any other purpose. It
should be emphasized that the results presented in this correspondence are a projection of future costs
based on a set of assumptions. Results will differ if actual experience is different from the assumptions
contained in this letter.

If you have any questions or comments regarding the enclosed information, please do not hesitate to
contact me at (317) 524-3512.

Sincerely,

koAb dy
Robert M. Damler, FSA, MAAA
Principal and Consulting Actuary

RMD/Irb
Enclosures
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES 8/16/2010
Division of Medicaid and Long-Term Care 4:54 PM
Health Care Reform Projection - Mid-Range Participation Scenario
(Values in Millions)
SFY 2011 -
EXPENDITURES SFY 2011 SFY 2012 SFY 2013 SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY 2020
Current Programs
Medicaid
Total (State and Federal) $1,745.1 $1,792.5 $1,841.2 $1,891.3 $1,942.7 $1,995.5 $2,049.7 $2,105.4 $2,162.6 $2,221.4 $19,747.6
Federal Funds $1,029.1 $1,036.8 $1,061.3 $1,090.1 $1,119.8 $1,150.2 $1,181.5 $1,213.6 $1,246.5 $1,280.4 $11,409.3
State Funds $716.0 $755.7 $780.0 $801.2 $822.9 $845.3 $868.3 $891.9 $916.1 $941,0 $8,338.3
CHIP
Total (State and Federal) $63.2 $65.1 $67.0 $69.0 $71.1 $73.3 $75.4 $71.7 $80.0 $82.4 $724.4
Federal Funds $45.0 $45.9 $47.2 $48.6 $50.0 $51.5 $53.1 $54.7 $56.3 $58.0 $510.3
State Funds $18.1 $19.2 $19.9 $20.5 $21.1 $21.7 $224 $23.0 $23.7 $24.4 $214.1
State Disability
Total (State and Federal) $8.1 $8.4 $8.6 $8.9 $9.2 $9.4 $9.7 $10.0 $10.3 $10.6 $93.3
Federal Funds $0.0 $0.0 50.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
State Funds $8.1 $8.4 $8.6 $8.9 $9.2 $9.4 $9.7 $10.0 $10.3 $10.6 $93.3
All Programs
Total (State and Federal)y $1,816.4 $1,866.0 $1,916.9 $1,969.2 $2,023.0 $2,078.2 $2,134.9 $2,193.2 $2,253.0 $2,314.4 $20,565.3
Federal Funds $1,074.1 $1,082.7 $1,108.5 $1,138.7 $1,169.8 $1,201.7 $1,234.6 $1,268.2 $1,302.9 $1,338.4 $11,919.6
State Funds $742.3 $783.3 $808.5 $830.5 $853.2 $876.5 $900.4 $924.9 $950.1 $976.0 $8,645.7
Milliman, Inc. Page 1




EXPENDITURES SFY 2011
Health Care Reform

Adults/Parents/Children - Expansion to 138% FPL
Total (State and Federal) - Newly Eligible

Total (State and Federal) - Woodwork

Total (State and Federal) - Insured Switchers

Federal Funds
State Funds

Administrative Expenses
Total (State and Federal)
Federal Funds

State Funds

Pharmacy Rebate Loss for Nebraska

Total (State and Federal) $0.0
Federal Funds (85.0)
State Funds $5.0

Physician Fee Schedule Increase to Medicare Rates
Total (State and Federal)

Federal Funds

State Funds

Foster Children Coverage to Age 26
Total (State and Federal)

Federal Funds

State Funds

Medically Needy Expansion to 138% FPL
Total (State and Federal)

Federal Funds

State Funds

DSH Reduction

Total (State and Federal)
Federal Funds

State Funds

NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
Division of Medicaid and Long-Term Care
Health Care Reform Projection - Mid-Range Participation Scenario

SFY 2012

$6.3
$3.1
$3.1

$0.0
$5.5)
$5.5

SFY 2013

$12.5
$6.3
$6.3

$0.0
(85.8)
$5.8

$72
$7.2
$0.0

(Values in Millions)
SFY 2014 SFY 2015
$142.6 $293.7
$37.6 $77.5
$108.6 $223.8
$265.0 $545.8
$23.8 $49.1
$17.0 $21.5
$8.5 $10.8
$8.5 $10.8
$0.0 $0.0
$6.2) (86.5)
$6.2. $6.5
$18.3 $9.4
$18.3 $9.4
$0.0 $0.0
$2.8 $5.5
$1.6 $3.2
$1.2 $2.3
$10.6 $21.8
$10.6 $21.8
$0.0 $0.0
$1.0) (81.5)
(80.6) 30.9)
($0.4) ($0.6)
Milliman, inc.

SFY 2016

$302.5
$79.8
$230.5

$562.2
$50.6

$21.5
$10.83
$10.8

$0.0
($6.9)
$6.9

$0.0
$0.0
$0.0

$5.5
$32
$2.3

$22.5
$22.5
$0.0

$1.6)
($0.9)

0.7

SFY 2017

$311.6
$82.2
$237.4

$566.4
$64.8

$21.5
$10.8
$10.8

$0.0
37.49
$7.4

50.0
$0.0
$0.0

$5.5
$3.2
523

$23.2
$22.6
$0.6

($3.9)
$2.2)
SLY

SFY 2018

$320.9
$84.7
$244.5

$567.6
$82.4

8215
$10.8
$10.8

-

$0.0
(37.8)
$7.8

$0.0
$0.0
$0.0

$5.5
832
$2.3

$23.9
$22.6
$1.3

($10.9)
($6.3)
(34.6)

SFY 2019

$330.5

$87.2 .

$251.8

$579.3
$90.3

$21.5
$10.8
$10.8

$0.0
($8.3)
$8.3

$0.0
$0.0
$0.0

$5.5
$3.2
$2.3

$24.6
$23.0
$1.6

$14.1)
($8.1)
$6.0)

SFY 2020

$340.5
$89.8
$259.4

$585.6
$104.1

$21.5
$10.8
$10.8

$0.0
38.8)
$8.8

$0.0
$0.0
$0.0

$5.5
$3.2
$2.3

$25.3
$23.2
$2.2

($11.4)
(86.6)
$4.8)

8/16/2010
4:54 PM

SFY 2011 -
SFY 2020

$2,042.2
$538.7
$1,556.0

$3,671.8
$465.1

$164.8
$82.4
$82.4

$0.0
($68.1)
$68.1

3349
$34.9
$0.0

$35.8
$20.6
$15.1

$151.9
$146.2
$5.6

($44.3)
($25.5)
($18.8)
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES 8/16/2010
Division of Medicaid and Long-Term Care 4:54 PM
. Health Care Reform Projection - Mid-Range Participation Scenario
(Values in Millions)
SFY 2011 -
EXPENDITURES SFY 2011 SFY 2012 SFY 2013 SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY 2020
CHIP Enrollment Shift and FMAP Increase
Total (State and Federal) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Federal Funds ($1.3) $2.7) $6.1 $9.3 $9.5 $9.8 $0.2 $30.9
State Funds $1.3 $2.7 ($6.1) ($9.3) (89.5) ($9.8) (50.2) ($30.9)
State Disability Shift to Medicaid and Expansion to 138% FPL
Total (State and Federal) $1.6 $3.4 $3.5 $3.6 $3.7 $3.8 $3.9 $23.6
Federal Funds $6.1 $12.6 $12.9 $13.0 $13.0 $13.2 $13.3 $84.0
State Funds $4.9 $9.2) ($9.4) ($9.4) ($9.3) ($9.9) ($9.4) (860.5)
All Programs - After Expansion
Total (State and Federal) $1,816.4 $1,872.2 $1,936.6 $2,307.3 $2,678.0 $2,742.4 $2,815.9 $2,886.9 $2,963.9 - $3,049.0 $25,068.7
Federal Funds $1,069.1 $1,080.3 $1,116.1 $1,440.7 $1,763.2 $1,811.5 $1,850.1 $1,880.8 $1,925.7 $1,959.2 $15,896.7
State Funds $747.3 $791.9 $820.5 $866.6 $914.8 $930.9 $965.8 $1,006.1 $1,038.2 $1,089.8 $9,172.0
All Programs - Fiscal Impact
Total (State and Federal) $0.0 $6.3 $19.7 $338.1 $655.0 $664.2 $681.0 $693.8 $710.9 $734.5 $4,503.4
Federal Funds (35.0) (82.3) $7.6 $302.0 $593.4 $609.8 $615.5 $612.6 $622.8 $620.8 $3,977.1
State Funds $5.0 $8.6 $12.1 $36.1 $61.6 $54.4 $65.5 $81.2 $88.0 $113.7 $526.3
Optional Changes to Current Programs
Pregnant Women (133% - 185%)
Total (State and Federal) ©1.6) ©3.3) ($3.4) ($3.5) ($3.6) $3.7) (83.8) (822.8)
Federal Funds ($0.9) $1.9) ($2.0) ($2.0) 2.1 ($2.1) $2.2) ($13.2)
State Funds ($0.7) $1.4) ($1.4) ($1.5) (81.5) ($1.6) $1.6) 9.7
Breast & Cervical Cancer
Total (State and Federal) (82.4) (35.0) (85.2) (35.3) 5.5 (85.6) (35.9) (834.8)
Federal Funds BL7) ($3.5) 83.6) $3.7) ($3.8) (83.9) (54.0) (524.4)
State Funds $0.7) $1.5) $L5) 51.6) $1.6) 6L GLD ($10.3)
Milliman, inc. Page 3
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES 8/16/2010
Division of Medicaid and Long-Term Care 4:55PM
Health Care Reform Projection - Full Participation Scenario
(Values in Millions)
SFY 2011 -
EXPENDITURES SFY 2011 SFY 2012 SFY 2013 SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY 2020
Current Programs
Medicaid
Total (State and Federal) $1,745.1 $1,792.5 $1,841.2 $1,891.3 $1,942.7 $1,995.5 $2,049.7 $2,105.4 $2,162.6 $2,221.4 $19,747.6
Federal Funds $1,029.1 $1,036.8 $1,061.3 $1,090.1 $1,119.8 $1,150.2 $1,1815 $1,213.6 $1,246.5 $1,280.4 $11,409.3
State Funds $716.0 $755.7 $780.0 $801.2 $822.9 $845.3 $868.3 $891.9 $916.1 $941.0 $8,338.3
CHIP
Total (State and Federal) $63.2 $65.1 $67.0 $69.0 $71.1 $73.3 $75.4 $71.7 $86.0 $82.4 $724.4
Federal Funds $45.0 $45.9 $472 $48.6 $50.0 $51.5 $53.1 $54.7 $56.3 $58.0 $510.3
State Funds $18.1 $19.2 $19.9 5205 $21.1 $21.7 $22.4 $23.0 $23.7 $24.4 $214.1
State Disability
Total (State and Federal) $8.1 $8.4 $8.6 $8.9 $9.2 $9.4 $9.7 $10.0 $10.3 $10.6 $93.3
Federal Funds $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 - $0.0 $0.0 $0.0
State Funds $8.1 $8.4 $8.6 $8.9 $9.2 $9.4 $9.7 $10.0 $10.3 $10.6 $93.3
All Programs
Total (State and Federal) $1,816.4 $1,866.0 $1,916.9 $1,969.2 $2,023.0 $2,078.2 $2,134.9 $2,193.2 $2,253.0 $2,314.4 $20,565.3
Federal Funds $1,074.1 $1,082.7 $1,108.5 $1,138.7 $1,169.8 $1,201.7 $1,234.6 $1,268.2 $1,302.9 $1,338.4 $11,919.6
State Funds $742.3 $783.3 $808.5 $830.5 $853.2 $876.5 $900.4 $924.9 $950.1 $976.0 $8,645.7
Milliman, Inc. Page 1




EXPENDITURES
Health Care Reform

SFY 2011

Adults/Parents/Children - Expansion to 138% FPL
Total (State and Federal) - Newly Eligible

Total (State and Federal) - Woodwork

Total (State and Federal) - Insured Switchers

Federal Funds
State Funds

Administrative Expenses
Total (State and Federal)
Federal Funds

State Funds

Pharmacy Rebate Loss for Nebraska

Total (State and Federal) $0.0
Federal Funds (85.5)
State Funds $5.5

Physician Fee Schedule Increase to Medicare Rates
Total (State and Federal)

Federal Funds

State Funds

Foster Children Coverage to Age 26
Total (State and Federai)

Federal Funds

State Funds

Medically Needy Expansion to 138% FPL
Total (State'and Federal)

Federal Funds

State Funds

DSH Reduction

Total (State and Federal)
Federal Funds

State Funds

SFY 2012

NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES
Division of Medicaid and Long-Term Care
Health Care Reform Projection - Full Participation Scenario

SFY 2013
$6.3 $12.5
$3.1 $63
$3.1 $6.3
$0.0 $0.0

(36.0) (86.4)
$6.0 $6.4

$10.1
$8.9
$1.2

SFY 2014

(Values in Millions)
SFY 2015
$174.6 $359.6
$48.6 $100.2
$172.1 $354.5
$364.2 $750.2
8311 $64.1
$20.8 $29.0
$10.4 $14.5
$10.4 $14.5
$0.0 $0.0
6.7 61D
$6.7 $7.1
$27.3 $28.1
$245 $22.7
$2.8 $5.4
$2.8 $5.5
$1.6 $3.2
$1.2 $2.3
$10.6 $218
$10.6 $21.8
$0.0 $0.0
31.0) (81.5)
(80.6) (30.9)
0.4) ($0.6)
Milliman, Inc.

SFY 2016

$370.4
$103.2
$365.1

$772.7
$66.1

$29.0
$14.5
814.5

$0.0

$7.6)
$7.6

$28.9
$20.3
$8.6

$5.5
$3.2
$2.3

$22.5 -

$22.5
80.0

$1.6)
(20.9)

0.7

SFY 2017

$381.5
$106.3
$376.1

$778.3
$85.6

$29.0
$14.5
$14.5

$0.0
(38.0)
$8.0

$29.7
$20.6
$9.0

85.5
$3.2
$2.3

$23.2
$22.6
£0.6

($3.9)
$2.2)
SL

8/16/2010

4:55PM

v SFY 2011 -

SFY 2018 SFY 2019 SFY 2020 SFY 2020
$393.0 $404.8 $416.9 $2,500.8
$109.5 $112.8. $116.2 $696.8
$387.4 $399,0 $411.0 $2,465.2
37799 $795.9 $804.4 $5,045.5
$109.9 $120.7 $139.7 $617.3
$29.0 $29.0 $29.0 $213.5
$14.5 $14.5 $14.5 $106.8
$14.5 $14.5 $14.5 $106.8
$0.0 $0.0 $0.0 $0.0
($8.5) (39.0) ($9.6) ($74.9)
$8.5 $9.0 $9.6 $74.4
$30.5 $31.3 $32.2 $218.0
$20.9 $21.4 $218 $161.3
$9.5 $9.9 $10.4 $56.8
$5.5 $5.5 $5.5 $35.8
$32 $3.2 $32 $20.6
$2.3 $2.3 $2.3 $15.1
©$239 8246 $25.3 $151.9
$22.6 $23.0 $23.2 $146.2
$13 $1.6 $22 $5.6
($10.9) $14.1) ($11.4) ($44.3)
(86.3) $8.1) (86.6) ($25.5)
(34.6) ($6.0) (54.8) (518.8)
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NEBRASKA DEPARTMENT OF HEALTH AND HUMAN SERVICES 8/16/2010
Division of Medicaid and Long-Term Care 4:55 PM
Health Care Reform Projection - Full Participation Scenario
’ (Values in Millions)
SFY 2011 -
EXPENDITURES SFY 2011 SFY 2012 SFY 2013 SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY 2020
CHIP Enrollment Shift and FMAP Increase
Total (State and Federal) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Federal Funds $1.3) 2.7 $6.1 $9.3 $9.5 $9.8 $0.2 $30.9
State Funds $13 $2.7 ($6.1) ($9.3) (89.5) (39.8) (80.2) ($30.9)
State Disability Shift to Medicaid and Expansion to 138% FPL
Total (State and Federal) §1.6 $34 $3.5 $3.6 $3.7 $3.8 $3.9 $23.6
Federal Funds $6.1 $12.6 $12.9 $13.0 $13.0 $13.2 $13.3 $84.0
State Funds ($4.49) ($9.2) (89.4) $9.4) ($9.3) $9.9) ($9.49) (360.5)
All Programs - After Expansion
Total (State and Federal) $1,816.4 $1,872.2 $1,939.5 $2,426.7 $2,923.6 $3,004.8 $3,085.9 $3,164.7 $3,249.7 $3,343.0 $26,826.5
Federal Funds $1,068.6 $1,079.8 $1,117.2 $1,547.4 $1,984.1 $2,045.4 $2,085.7 $2,117.1 $2,166.7 $2,202.8 $17,414.9
State Funds $747.8 $792.4 $822.3 $879.2 $939.6 $959.3 $1,000.1 $1,047.6 $1,083.0 $1,140.3 $9,411.6
All Programs - Fiscal Impact
Total (State and Federal) $0.0 $6.3 $22.6 $457.4 $900.7 $926.6 $951.0 $971.5 $996.7 $1,028.6 $6,261.2
Federal Funds (85.5) ($2.8) $8.8 $408.7 $814.3 $843.7 $851.2 $848.8 $863.8 $864.4 $5,495.3
State Funds ’ $5.5 39.1 $13.8 $48.7 $86.4 $82.9 $99.8 $122.7 $132.8 $164.2 $765.9
Optional Changes to Current Programs
Pregnant Women (133% - 185%)
Total (State and Federal) $1.6) ($3.3) ($3.4) ($3.5) (83.6) ($3.7) (33.8) ($22.8)
Federal Funds (80.9) $1.9) (82.0) (8$2.0) ($2.1) $2.1) ($2.2) ($13.2)
State Funds $0.7) B14) 14 ($1.5) ($1.5) (51.6) $1.6) 89.7)
Breast & Cervical Cancer
Total (State and Federal) $2.4) (35.0) ($5.2) ($5.3) (85.5) (85.6) ($5.8) ($34.8)
Federal Funds @LD (83.5) ($3.6) $3.7 ($3.8) (83.9) (84.0) ($24.4)
State Funds 0.7 $1.5) (81.5) ($1.6) (81.6) ¢L7 (63 W) ($10.3)
Milliman, inc. Page 3
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Good moming. My name is Ann Frohman, spelled A-N-N F-R-O-H-M-A-N. I am the director
of insurance, here today to discuss some of the issues we see regarding the implementation of the
federal affordable care act, which we refer to as “PPACA”. First, I’d like to thank you for
introducing the interim study resolution so we can have a chance to discuss this outside of the
context of specific legislation. Hopefully this will allow us to better get a handle on all of the
challenges posed by this federal legislation.

PPACA has already and will in the future create substantial workload for the Department
of Insurance. At more than 2000 pages of statutory language, plus the hundreds of pages of
regulations interpreting PPACA, simply getting a handle on all of the provisions is a challenge.
Fortunately, Department staff has been able to rearrange their workloads to meet these newly
enacted federal demands. My staff and I meet on a regular basis to implement the Federal law
and to work on issues as they develop.

At an extremely high level, as it relates to health insurance, PPACA restructures the way
health care is financed in this country by requiring all persons to buy insurance. This mandate
takes effect in 2014. After that date insurers will no longer be able to decide who they will and
will not provide coverage to, they will not be able to base rates on the basis of health status, or
limit the amount of coverage they will provide. The law goes on to prescribe the details,
exceptions, additions, and interim provisions, some of which must be implemented after
September 23, 2010.

One of our current challenges is that the federal government has significant rulemaking to
do to implement PPACA. Several issues posed by PPACA will not be able to be resolved until
those federal rules are adopted. For example, federal rulemaking has not even started in the area
of what an “essential health benefit” is that all plans must eventually have within them.
Additionally, the Federal Government will examine the NAIC’s proposal on the Medical Loss
Ratio (MLR). This is a key component of the Federal Law that mandates that a company spend
a certain percentage of premium collected on the medical costs. This sounds easy enough but it
is a complicated formula that has taken the NAIC some time to develop. This poses an obvious
challenge both to the Department as it seeks to implement federal requirements and to insurers as
they seek to do business in this new environment.

In this same environment, the federal government has been issuing a number of grant
opportunities. These grant applications have had very short turnaround time. Generally federal
HHS i1ssues a press release announcing the grant to the public and simultaneously to the entities
that are expected to apply for the grant and we have a little more than a month to develop a
description of an entirely new program or system. Under these conditions, we have requested
funding for two grants. We will review further grant funding opportunities as they arise,
avoiding those that require ongoing state funding when the grant expires.

The first $1 million federal grant was awarded in August. It allows us to improve our
current health insurance rate review and approval processes. Because the grants will expire after
two years, our grant request was designed to allow us to improve existing processes with
actuarial recommendation on how to improve rate reviews, as well as improve training and
computer software that we will benefit from on an ongoing basis. The second grant, applied for
the first of this month, is a “plan to plan grant” that Nebraska can use to determine whether or
not it should create a health insurance exchange, an issue I’ll return to later.



Moving from process related matters to specific issues; I'd like to discuss an early
decision point, the decision of whether or not to operate a state High Risk Pool or leave it to the
federal government. As an interim first step, the federal government allocated $5 billion
nationally, in total, to fund a High Risk Pool for people who had not had coverage in the
previous six months of eligibility. If you had coverage in the prior six months you were
ineligible. On conference calls, the federal government would not commit to further funding,
asserting instead in the face of their own actuarial concerns, that the funding was adequate and, if
it was not, steps such as placing enrollment caps or other measures would need to be
implemented by the Secretary of Health and Human Services. Nebraska was given the choice to
run this new pool as a state entity or allow the federal government to do so. As this committee is
aware, Nebraska currently operates the CHIP pool in response to another federal mandate. It is
worth noting that under federal law our current CHIP policyholders are ineligible for coverage
under this new heavily subsidized federal pool because they had taken upon themselves the
responsibility for obtaining coverage, no matter how expensive. With that in mind, and
questionable funding adequacy, Nebraska opted to vest the requirement to create the new pool to
the federal government.

The Department understands that the federal government has created the alternative pool,
using the federal employee health plan as a platform. While there have been the foreseeable
problems in getting this new enterprise up and running, it is up and running.

An early mandate in PPACA to the federal Health and Human Services Secretary was to
create a web portal allowing Nebraskans to compare pricing information from all admitted health
insurers. The Nebraska Department submitted a considerable amount of information to the
federal website, but we were not asked to verify information that federal HHS had received from
other parties. Rather, the Federal Government accepted not our submission but the submission
of all comers into the web portal. It has come to our attention that information in other states has
reflected information on health finance entities that are less than legitimate. In other words, in
some states the web portal provides information on entities that are likely fraudulent.

Over the course of the summer, the Department has given a great deal of time and
attention to the issue of the medical loss ratio that insurers must maintain on their health

- Insurance plans or pay a penalty. Under PPACA, 85% of premium of large groups must be spent
on claims and expenses allowed by federal HHS rulemaking. PPACA gave the NAIC the
opportunity make the initial recommendation to the Secretary of HHS, and so this issue has
generated a great deal of inquiry at the Department.

For plans taking effect September 23" 2010, six months after passage of PPACA, a series
of new federal requirements come into effect for so called non-grandfathered plans, which is
most of the insurance market. A so called “grandfathered” plan is simply one that has not made
enough changes to its provisions that would PPACA application to it. It is expected that very
few plans, less than five to ten percent will be eligible to grandfather under PPACA. The number
of these grandfathered plans will sharply decline over time. As regards these September 23"
changes, of particular note to insurance consumers, are limits on rescissions, requirements for
external review, prohibition on cost-sharing for preventive services, no lifetime limits,
restrictions on annual limits, no pre-existing conditions exclusions for minors, requiring
dependent coverage for persons under 26. These new conditions are to be reflected in policy
contract language, so we will be able to enforce them as a market compliance matter.

Perhaps the biggest challenge Nebraska faces is the question of Exchanges. Effective in
2014, PPACA creates these Exchanges as a place for buyers and sellers of health insurance



products to come together a “Travelocity” sort of web based tool for buying and selling coverage
for individuals and small groups. States may opt to operate the Exchange themselves, enter
arrangements with nonprofit third party entities, create regional Exchanges, or leave the entire
project to the federal government. These Exchanges are required to be self supporting, after a
start up period in which they will be funded with federal grants. Once operational, people
interested in purchasing individual or small group health insurance plans will be able to access
the Exchange online and select from a number of products offered that meet federal standards
and complete the purchase at that point. The Exchanges will also be the place for persons to
obtain Medicaid coverage and determine if new subsidies are available. Think of it as a web
based system that uses income verification to trigger where you are sent for health benefits.

While a fairly straightforward thing to explain, creation of these Exchanges will involve a
lot of research. To that end, the State has applied for a grant that will allow the State to
determine whether to create an Exchange, and if so on what basis. Should Nebraska receive the
grant, NDOI will be working with Nebraska government’s Chief Information Officer and the
Nebraska Department of Health and Human Services to convene stakeholders, as required under
the grant, to formulate a recommendation or recommendations for Governor Heineman on a
proposed course of action and, if appropriate, beginning the business operational planning for
such an entity. Several other issues regarding governance of the Exchange, the status of policies,
if any, outside of the Exchange and the costs of the technology involved in creating the
Exchange will also be examined under the grant if Nebraska receives it.

PPACA gives rise to many, many issues. I have focused today on the issues that we have
been working on this summer, and the issues that will be confronting the State in the short term.
Other issues, such as required changes to the Medicare supplement policies take place further in
time and will be great sources for new briefings in the future. But rather than take you further
into details, I will wrap up for now and answer any questions that you might have.
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Leading the Way
in the Midwest

> Tradition of civic commitment to social well-being
> Long-standing state health policy engagement and
experimentation, with resulting collective expertise

> Stable, thoughtful, and respected public health and private
sector leadership, with stakeholder involvement

> Nebraska ahead of the curve on many key health indicators
> A state grounded in Midwestern values and sensibilities

AARP |3

Nebraska Facts

> FMAP in Nebraska is 68.76% (2010)

> LTSS Medicaid Spending — 18% for older people and adults
with physical disabilities on HCBS vs. 82% for institutional

> 12.6% uninsured (2008)

> Medicaid spending growth 2004-2007: 1.7%

> Medicaid as Percent of State Budget: 18.7% -

> Medicaid provider payments as percentage of Medicare: 1.01

AARP | 4




‘ Tax credits. for small businesses - B4 91 85

Make it harder for insurers to drop coverage 79 85 80
when individual has major health problems

Requiring plans to, offer preventlve care wnth b 731: 192 .28
no cost h‘anng 7 2 AT g A L
Rebate for seniors in the Medlcare doughnut 66 90 74
hole

Children on parents’plan until26 T SBRREET 2B e e
No coverage denials for children 61 79 68
Temporary high-risk pools S 60 BT
Ban on lifetime s'pending limits 56 75 63

Reb,v ef overspendmg on admm o ey ol a aeE

SOURCE: Kaiser Family Foundation, 4/9-14/10

Medicaid Expansions

> Kaiser/Urban Institute Study — 110,820 Nebraskans will
receive coverage as a result of expansions

> Majority of cost will be picked up by feds ($2.7 Billion); state
will have to make much smaller contribution ($155 Million)

> Nebraska's actions to implement the law will affect the ultimate
reach of the program.

AARP l6




Driving Efficiencies
and Value Through
Medicaid
Improvements

> Medicaid expansions for adults by 2014 will reduce uninsured
> Barriers to receiving prompt necessary medical care will be reduced
> State administrative systems will be challenged
> Simplify eligibility rules & processes to conform to federal law
> Simplify enroliment to achieve efficiencies
> Design effective outreach
> Harmonize Medicaid, CHIP, HIP -- “no wrong door”
> Assess IT infrastructure within state policy guidelines and Exchange
requirements .
> Investments can foster delivery system improvements and individual
behavior change ‘

AARP |7

Medicaid Link to a Pro-
Consumer Exchange

> Consider Medicaid policy development within context of larger health
policy objectives for Exchange: benefit design, negotiated prices,
consumer service, quality, etc.
> Must assure seamless transition between Medicaid and Exchange
» Assess eligibility processes, technical capabilities, IT infrastructure
+ Streamline and harmonize approaches
« Make specific plans for addressing service risks of outdated
systems
> Qverarching leadership across divisions can maximize effective
program design and minimize risk and costs

AARP |8




Goverrjance

. .. €orisumers & businesses not majonty
; Was!efuispendmg ;

Takes prices set by insurers
No standards for benefit design, call
centers, quality, & costs

Oversight

Usefulness Exchangels invisible’

: Too many. cptlons & few.tools for
cofmipanson;
Customer service limited & underfunded

Awkward eligibility ‘méchanisms

Connection across Medicaid, plans, and
subsidies is cumbersome/confusing
IT-system and business processes
amiqualed

Integration
- Sustainability

Size - Too small to drive srgmﬁcant value
improventents in market or. achlevs cost

savmgs

AARP

Frugal pendlng

Negotiates rates & benefits
Sets high & realistic standards thatimprove
value

Robuyst outreach lo consumers/business
Manageable numbe _f 'meanmgful ¢choices
for consumers

Cullure of problem solvmg & quality service

.Seamless; as personalc:rcumstances S

change

vaxdes consistency & stability in coverage
as individuals’ circumstances change

Links seamlessly to Medicaid and subsidies
IT platform enables communication

Protects agains! dverse seleclron
A

Large enough to_ _enabl_e quahty
improvements & cut costs

Large enough to assure risk pool stability &
economies of scale

Note: Chart builds on Delivering the Promise, by CALPIRG Education Fund, June 2010

Using Medicaid to
Transform Health Care
Delivery

> Health Homes — States taking up option get 90% FMAP for two years

(1/1/2011)
Incentives for Healthy Lifestyles

"

\

\

Health Care Workforce — training, residencies,
physician payment

Considerations:
> Keep eyes open for funding opportunities
> Use leadership positions to foster delivery
system improvements

AARP [ 10

Bundled Payments — demonstration to reward quality care




Why are Medlcald“ «
Community-Based Services
(HCBS) Important?

> It's what people want

+ 89% of those 50+ say they want to stay in their homes
and communities as long as possible

> It's more cost-effective than institutional care

» Medicaid dollars spent on HCBS can support nearly
three adults and individuals with disabilities, on
average, for every one person in a nursing home (AARP
Public Policy Institute)

+ States that invest in HCBS can slow their rate of growth
in Medicaid spending on LTC. While expansion of
HCBS does require an up front investment, a reduction
in institutional spending and long-term cost savings
results (Kaye, LaPlante, and Harrington, 2009)

AARP | 11

HCBS Provisions under
ACA

> The Affordable Care Act offers two Medicaid initiatives that
offer financial incentives to states to improve access to HCBS.

> Balancing Incentives Payment Program
> Community First Choice

AARP [12




State Balancing
Incentives Payment
Program (BIPP)

5 percentage point
increase in the
federal medical

assistance
percentage (FMAP)

Increase HCBS
from < 25% to

.‘/"

ates

in 2 percentage point

FMAP increase

NE current Medicaid LTC $$s to HCBS is 18% vs. 82% for institutional (2007)
Enhanced FMAP available for non-institutional Long-term Services and Supports
Expenditures between 10/1/2011 and 9/30/2015

AARP [13

BIPP
Recommendations

> Work to lay groundwork for BIPP

> Structural changes including conflict free case
management and statewide SPE

> SPE: Nebraska established ADRC in September 2009 —
not statewide

AARP [ 14




Medicaid Conimunit’y
Choice Option (CFC)

> New state plan option to provide HCBS attendant services &
supports

> May require institutional level of care (unclear)
> May provide coverage for certain transition costs

> Must offer statewide; no limits on ## of participants; assistance with
ADLs, IADLs, health-related tasks, etc.

> Financial eligibility requirements for participation
> Incentive: 6% enhanced FMAP (no end date)
> Begins effective Oct. 1, 2011

AARP |15

Medicaid Communify n'fst'

Choice Option (CFC)

> States must:

>

>

>

>

>

\Y%

Make services available regardless of age, disability, form
of services/supports required

Provide services in “most integrated setting...”
Maintenance of effort (only 1 year)
Establish a Development and Implementation Council

Assist federal govt. in evaluating program by collecting and
reporting data
Must have quality assurance and appeals system

AARP [ 16




Emerging Policy
Challenges to State
Implementation

> The economy as it affects federal and state policymaking and
priorities

> Public anxiety about level of mandatory and discretionary
federal spending

> State budget shortfalls and program sustainability

> Health and insurance expertise leaving state service

> Aging IT infrastructure

> Caution about the impact of lawsuits and nullification

> Uncertain leadership and will

AARP |17

Qs & As
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The New Health Care Law:
Key Improvements to Health Insurance Practices

The health care law passed by Congress includes stronger consumer protections against a number of
discriminatory insurance practices. No longer can your insurance company drop your health
coverage when you become sick. Nor can it place lifetime dollar limits on coverage you may need.

Many of these protections will take effect this year. Others will be phased in over the next several
years. ’

The new law:

e Stops insurance companies from dropping coverage: Prohibits health insurance companies
from dropping your health coverage if you become sick. (Effective September 2010.)

e Bans lifetime limits on coverage: Prohibits health plans from placing limits on how much they
will pay for medical benefits over your lifetime. (Effective September 2010.)

e Bans annual limits on coverage: Prohibits health plans from placing arbitrary limits on how
much they will pay for your medical benefits during each calendar year. (Effective 2014.)

e Adds free preventive care under new private health insurance plans: Requires new private
health insurance plans to cover more preventive services free of charge. (Effective September

2010.)

e Extends coverage for young adults: Allows parents to keep their young adult children
covered under their health insurance until they reach age 26. (Effective September 2010.)

e Ends denial of coverage based on pre-existing conditions: Stops health plans from denying
coverage to children with pre-existing conditions. (Effective September 2010. ) In 2014, this
protection will be extended to everyone.

Check www.aarp.org/getthefacts frequently for the latest information.

D19281 (07/10)
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The New Health Care Law Timeline:
When Changes Come About

Congress enacted a new health care law which brings a number of benefits for all
Americans, including people over 50. Some of these changes you will see this year. Others
phase in over the next several years.

2010
e Those who reach the Medicare Part D coverage gap or “doughnut hole” receive a $250
rebate to help pay for prescription drugs.

e Employers providing retiree health insurance get funding to encourage continued
coverage to early retirees.

e Temporary insurance, also known as “high risk pools,” begins covering people who have
a pre-existing condition and have been without insurance for the last 6 months.

e Young adults up to age 26 can remain on their family’s health insurance plan.

e Individuals with new employer-based or individual insurance plans do not have to pay a
deductible and other out of pocket costs for certain preventive care services.

e Insurance companies can’t drop your coverage if you become sick.

¢ Insurance companies can’t place lifetime limits on health coverage. They are also
restricted from using arbitrary annual limits on your health coverage.
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2011

2014

2020

Those who reach the Medicare doughnut hole receive a 50 percent discount on brand-
name prescription drugs.

Medicare benefits expand to include free coverage for wellness and preventive care.

It becomes easier to file complaints about the quality of care in a nursing home. Better
access to information on nursing home quality and resident rights is available.

Workers start participating in a voluntary national insurance program to help pay for
future long-term care services and supports.

Exchanges begin offering health insurance coverage with comprehensive benefits.

Premium subsidies are available for those with limited incomes who purchase health
insurance through an exchange.

Children, parents, and childless adults who do not have Medicare and who have a
limited income are able to apply for Medicaid.

Insurance companies are banned from putting annual limits on health coverage.

Insurance companies can’t deny anyone health coverage because of a pre-existing
condition.

Spouses of people on Medicaid who receive care services at home get the same
protections for income and other resources as spouses of those on Medicaid who live in
nursing homes.

Medicare Part D coverage gap or “doughnut hole” 1s completely closed.
Check www.aarp.org/getthefacts frequently for the latest information.

D19283 (04/10)
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The New Health Care Law:

Insurance Coverage for Young Adults

The new health care law allows you to keep your

young adult children on your health insurance
policy until they are age 26. In the past, young
adults frequently were forced off their parents’
policies once they reached 18 or 21, or graduated
from college. Now they can stay on your policy or
be added to your family policy even if they have
left home or are no longer a student.

If you currently include your children on your
health insurance, you can keep them on your
family policy until they reach age 26. This
means you can make sure they have health
insurance even if they no longer live with you,
are married, or are no longer in school. You
do not have to claim them as a dependent on
your tax return. You will not be able to
include their spouse or their children on your

policy.

Although this new provision does not become
a requirement until September, more than 65
insurance companies have agreed voluntarily
to continue to insure new college graduates
and other young adults who would otherwise

If you do not now include your adult
children on your health insurance and you
want to, you will be able to add them'to your
policy by September 23, 2010 if your insurer
provides dependent coverage. Your
insurance company will be sending you a
written notice about this special enrollment
opportunity. You will have 30 days to add
any adult children younger than age 26.
Your insurance company will not be able to
charge you more to insure your young adult
than they charge for younger children nor
will they be able to provide them fewer
benefits.

Insurance companies and employer-based
plans are not required to offer dependent
coverage. If you are in a group plan that does
not provide family coverage, you will not be
able to include your young adult children.
Also if they have access to employer-based
coverage on their own, you will not be able
to add them to your plan.

lose their coverage this year. Check www.aarp.org/getthefacts frequently for the

latest information.

D19325 (05/10)
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The New Health Care Law:

What it Means for People Ages 50-64

If you are 50-64, the new health care law may
benefit you in several ways. It makes it easier to
get coverage, helps make coverage more
affordable and helps you pay for long term-care.
The law also aids small business owners and
supports early retirees. By knowing what’s in the
law you can take advantage of these changes. Some
of these changes start this year. Others will phase
in over the next several years.

Makes it easier to obtain health insurance:

e The new law creates health insurance exchanges
for those who can’t get coverage through their
job. Exchanges will be set up in every state to
provide “one stop shopping” so it will be easier
to compare plans and prices. If you are eligible
for insurance through an exchange and do not
purchase 1t, you will be subject to a penalty.
Exchanges start oftering insurance in 2014.

e All health plans in the exchanges must cover a
range of benefits. These include medical, mental
health, prescription drugs, and rehabilitative
services. You will be able to pick among four
levels of coverage to fit your needs.

If you have been uninsured for six months and
have a pre-existing condition, you may be able
to get coverage. This coverage — also known as
“high risk pools” — should be available in your
state in the next few months. It will continue
until the exchanges start in 2014.

Helps make coverage more affordable:

Starting in 2010 for new plans, you will not
have to pay some of the costs for preventive
care. This includes services such as
mammograms, immunizations, and screenings
for cancer and diabetes.

The Medicaid program will cover more people.
In 2014 Medicaid will expand to children,
parents, and childless adults who do not have
Medicare and who have a limited income. (The
mcome limit as of 2010 1s about $14,400 for a
single person and $20,000 for a couple.).

Starting 2014, you may be able to get tax
credits to help pay your premiums for insurance
purchased through an exchange. You will
qualify if you earn less than $58,280 for a
couple or $43,320 for an individual.
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e Starting in 2010, some small businesses can get
tax credits to help buy health insurance. This
applies to businesses with fewer than 25
employees whose average wage is below
$50,000.

Expands insurance coverage for children and
young adults:
e Beginning this year, your adult son or daughter
may be able to be included on your insurance
policy until he or she turns 26.

e By July 2010, insurers must cover children under
age 19 who have pre-existing conditions.

Helps protect health benefits for early retirees:

e If you are between 55 and 64 and have retiree
health coverage through your work, you have
added protection. Starting in 2010, new federal
funds will encourage your employer to continue
offering health benefits until you become eligible
for Medicare.

Makes key improvements in insurance practices:

e As of 2010, insurance companies can’t drop your
health coverage if you become sick. Your health
insurance 1s guaranteed, as long as you pay your
premiums.

e Insurance companies can no longer place lifetime
or restrictive annual limits on your health
coverage. This change will ensure that your
benefits won’t run out when you need them the
most. The ban on lifetime limits begins in 2010,
while the ban on annual limits begins in 2014.

Starting in 2014, you cannot be denied health
insurance because of a pre-existing condition.

Helps pay for long-term care:

A new voluntary long-term care insurance
program will be available to you if you are
working. This program will help you pay for
some of your future long-term care services. It
will give you a cash benefit if you have a
qualifying disability and have paid into the
program for at least five years. If your
employer participates in the program, you will
automatically be enrolled unless you choose to
opt out. You will also be able to buy this
insurance 1if your employer doesn’t participate or
if you are self-employed. This program could
start as early as 2011.

Check www.aarp.org/getthefacts frequently
for the latest information.

D19317 (05/10)
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The New Health Care Law:

What it Means for People 65+

If you are age 65 or over, or under 65 but on
Medicare, the new health care law may benefit you
in several ways. The new law lowers prescription
drug costs, strengthens Medicare, and improves
long-term care services. By knowing what’s in the
law you can take advantage of these changes. Some
of these benefits start this year. Others will phase
in over the next several years.

Lowers out-of-pocket prescription drug costs:

If you have Medicare Part D prescription drug
coverage and reach the coverage gap (“‘doughnut
hole”) this year, you will automatically receive a
$250 rebate to help pay drug costs. You will not
need to request or apply for the payment.

Next year, if you reach the doughnut hole, you
will receive discounts on your prescription drugs.
You’ll get a 50% discount on brand name drugs
and a 7% discount on generics while you are in
the coverage gap.

The Part D coverage gap will gradually narrow
until it disappears in 2020.

Strengthens Medicare:

The law expands coverage for preventive care.
If you have Medicare, you will qualify for a
new annual wellness visit, mammograms, and
other screenings for cancer and diabetes—at no
charge. These new benefits start in 2011.

Medicare Advantage plans that give better
quality care will receive additional bonus
payments. Plans are required to use some of this
bonus money to offer you added health benefits.

New rules will stop Medicare Advantage plans
from charging people more than Original
Medicare for certain services. These services
include chemotherapy administration, renal
dialysis, and skilled nursing care. These
changes start in 2011.

Beginning in 2014, Medicare Advantage plans
must limit how much they spend each year on
administrative costs. This means plans will
have to spend more money on benefits and
services that improve the quality of care.
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Reduces waste, fraud and abuse: insurance 1f your employer doesn’t participate or
if you are self-employed. This program is

e The law cracks down on waste, fraud and abuse in scheduled to start as early as 2011.

Medicare and the health care system as a whole. It

cuts inefficient care and reduces overpayments to . .
pay e Starting in 2014, the law extends financial

insurance companies. i
protections to more spouses of people on

e To guard against fraud, the law also protects the Medicaid. If you’re married to someone on
privacy of your personal information. Medicaid who gets long-term care services at
Improves long-term care services and information: home, you will have the same protections for

your income and other resources as you would if

e Starting in 2011, Consumers will have more . : A
your spouse lived in a nursing home.

information about nursing home inspections,
complaints against facilities, and consumer
rights. This information will help you make

decisions when selecting a nursing home. Check www.aarp.org/getthefacts frequently for the

e Your state may receive more funds to expand latest information.
home and community-based services. For
example, under the Community First Choice
Option, participating states would get more
federal dollars to provide certain home and
community-based services to certain people with
disabilities who live at home but need an

institutional level of care. These changes begin in
2011.

e A new voluntary long-term care insurance
program — called CLASS — will be available to
you if you are working. This program will help
you pay for some of your future long-term care
services. It will give you a cash benefit if you
have a qualifying disability and have paid into
the program for at least five years. If your
employer participates in the program, you will
automatically be enrolled unless you choose to

opt out. You will also be able to buy this
D19315 (05/10)
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The New Health Care Law:
What it Means for People with Moderate or

Low Incomes

The new health care law helps people with
moderate or low incomes by making many more
people eligible for Medicaid and by making

private insurance more available and affordable.

Expands Medicaid

Medicaid is the joint state and federal government
program that pays the health care costs for people
with very limited incomes. Before the new health
care law, only certain very specific groups of
people who had low incomes and very few
resources were eligible for Medicaid. Childless
adults in most states, including millions of
uninsured 50-64 year old Americans, were not
eligible no matter how low their incomes.

e By 2014 many more people will be eligible
for Medicaid. If you are under the age of 65,
not eligible for Medicare and earn less than
about $15,000, you may be eligible to have

Medicaid pay most of your health care costs.

Couples earning less than about $20,000
will also be eligible. This new group
includes children, pregnant women, parents,
and adults without dependent children.
States can start offering Medicaid coverage
to this group beginning this year, but most

states are likely to take until 2014 to fully
implement this change.

e You will need to show how much income
you receive, but you will not have to prove
how much you have in resources. States
will also have to make it easier for you to
apply for Medicaid and cut back on how
much paper work you will need to prove
that you are eligible.

Helps People with Moderate Incomes

The new health care law also provides help for
people with moderate incomes. Starting in 2014,
purchasing pools — or exchanges — will be set up
In states to offer insurance coverage for those with
moderate incomes who are self employed, work
for businesses that don’t offer health insurance to
their employees, and others who have not been
able to buy insurance.

Exchanges create one-stop-shopping so it will be

easier for you to compare private plans and prices
for health insurance. Also buying your insurance

through an exchange instead of on your own will

give you the advantage of group rates, which tend
to be much lower.
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Once an exchange 1s set up in your state, all
health insurance plans in the exchanges must
offer a set of basic comprehensive benefits.
Those benefits include medical, mental
health, prescription drugs, and rehabilitation
services. Standardizing benefit levels will
make it easier for you to compare benefits
and costs. Plans cannot refuse to sell you a
policy because of your health status and
must comply with many new consumer
protections.

People eligible to shop in the exchanges will
be able to pick among several levels of
coverage. This will allow you to find a plan
that fits your needs.

Depending on your income you may receive
subsidies or tax credits to reduce the cost of
buying insurance through an exchange. This
help will be based on a sliding scale, if your
income 1s below a certain income level. For
example, individuals with incomes between
about $14,400 and $43,300 and families of
four with incomes between about $29,300
and $88,200 would be eligible. The exact
income ranges and amount of the help will
be announced as the exchange details are
worked out.

What policies will cost is not yet known, but
there will be annual limits on how much you
have to spend on deductibles and co-
payments for insurance purchased through
an exchange. For example, a family of four

now earning $60,000 could spend no more
than $11,900 out-of-pocket (excluding
premiums) for health care in a year.

Help for This Year

People who have been uninsured for the past six
months and have a pre-existing condition will be
able to get temporary insurance starting in mid-
summer through high risk pools. These high-risk
pools will be set up either by your state or by the
federal government. This coverage will be
available until the exchanges start in 2014. Then,
all insurance plans will be required to cover pre-
existing conditions.

e Watch for announcements from your state
government about how to apply for this
Insurance coverage.

Check www.aarp.org/getthefacts
frequently for the latest information.

D19322 (07/10)
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The New Health Care Law: Temporary Coverage
for Uninsured People with Pre-existing Conditions

An important provision in the new health
care law provides five billion dollars in
funding to offer temporary health
insurance to many who cannot get health
insurance through other means.

This federal high-risk pool, officially known
as the Pre-existing Condition Insurance Plan
(PCIP), is a first step to help people with pre-
existing health conditions get the insurance
coverage they need. This temporary program
will operate until January 1, 2014, when
individuals will be able to buy health
insurance through state-based exchanges.

States can operate their own high-risk pool or
have the federal government carry out the
program. Twenty-one states have asked the
federal government to run their high-risk
pools. The remaining states have chosen to
operate their own plans.

Who is eligible?

To be eligible for the federal Pre-existing
Condition Insurance Plan or the high-risk
pool in your state, you must have been
uninsured for six months, have a pre-existing
condition, and be a United States citizen or
national, or be lawfully present in the United
States. Individuals will be accepted on a
first-come, first-served basis.

What benefits are covered?

The federal Pre-existing Condition Insurance
Plan and state high-risk pools cover a range
of benefits, including primary and specialty
care, hospital care and prescription drugs.
All of these health plans are required to
cover pre-existing medical conditions.
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What is the cost?

Premiums are determined by a number of
factors, such as your age and the state where
you live. Yearly out-of-pocket costs will be
limited to $5,950 for individuals, not
including the premiums you have to pay.

When can you apply for this type of health
insurance?

The federal Pre-existing Condition Insurance
Plan began accepting applications on July 1,
2010. States operating their own high-risk
pools also aim to begin coverage soon, but
some may start later. The high-risk pool
coverage will stop on January 1, 2014 when
individuals will be able to buy insurance
through state-based exchanges.

You can find more information on the federal
Pre-existing Condition Insurance Plan or the
high-risk pool in your state, and get an
application for this temporary insurance
coverage at www.healthcare.gov.

Check www.aarp.org/getthefacts frequently
for the latest information.

D19389 (07/10)
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The New Health Care Law: Improvements
to Preventive and Wellness Benefits

The new health care law includes new
prevention and wellness provisions that
could help keep you healthy, catch health
problems early, and save individuals and
families hundreds of dollars a year. Under
the new law insurers must offer proven
preventive services — like immunizations,
cancer screenings and checkups — to you at
no additional out-of-pocket charge. |

For People with Insurance:

The health care law requires all new health
plans to cover important preventive and
wellness benefits with no deductibles and co-
payments. Examples include services such as
immunizations and screenings for cancer or
diabetes. This requirement applies to new
individual and group insurance plans and is
effective this year.

For People with Medicare:

Starting in 2011, Medicare will pay for an
annual wellness visit and a personalized

prevention plan.

The personalized prevention plan may
include the following:

An assessment of your health risks
Your updated medical history

A list of your current health care
providers

A list of your current prescription
medications

Your height, weight, and blood
pressure measurements

A screening schedule for appropriate
preventive services for you to follow
over the next five to ten years

A list of your health risk factors along
with treatment options
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Medicare will also continue to cover a Welcome
to Medicare physical exam for people who are
new to the Medicare program. The Welcome to
Medicare exam i1s free, with no deductibles and
co-payments. Those who are new to Medicare
cannot get both the Welcome to Medicare exam
and the annual wellness visit during their first 12
months of enroliment. The Welcome to Medicare
exam 1is available during the first 12 months of
enrollment into the Medicare program. The
annual wellness visit takes place each year after
that.

For those with a Medicare Advantage plan, most
of these plans offer Medicare-covered preventive
services with no deductibles and co-payments.
The new health care law does not require
Medicare Advantage plans to offer preventive
services free of charge. If you have a Medicare
Advantage plan you should check with your plan
to confirm what the deductibles and co-payments
are for preventive services, if any.

Check www.aarp.org/getthefacts
frequently for the latest information.

D19336 (6/10)
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The New Health Care Law:

What It Means for Employees of Small Businesses

If you work for a small business that does
not offer employee health insurance, the
new health care law could help you get the
coverage you need for yourself and your
family.

Greater access to insurance

Starting in 2014, individuals will be able to
buy health insurance though state-based
purchasing pools, called exchanges. These
exchanges will make it easier to compare
plans and prices to find the health care
coverage that fits your needs.

e All health insurance plans in the
exchanges must offer a standard set of
benefits. These include medical, mental
health, prescription drug, and
rehabilitation services. You will be able
to choose from several levels of
coverage.

e Health insurance plans cannot refuse to
sell you a policy because of your
current health condition and must

comply with many new consumer
protections.

e You may be able to get help paying
for the insurance you get through an
exchange. This help will be given to
people on a sliding scale, if your
income is below a certain level.
Currently, for example, that would
include those individuals with
incomes of about $14,400 to $43,300,
or $29,300 to $88,200 for a family of
four. The exact income ranges and
amount of the help will be announced
as the exchange details become
available in each state.

If you are eligible for insurance through an
exchange and do not buy it, you will be
subject to a penalty. For an individual the
penalty starts at $95, or up to 1% of your
income, whichever is greater. It increases to
$695 or 2.5% of income by 2016. The
maximum penalty for a family that chooses
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to not have health insurance is $2,083. Some
people will be exempt from the insurance
requirement — and will not have to pay a
penalty — because of financial hardship or
other reasons. The penalties start in 2014 and
will be enforced when you file your annual
income tax return.

New employee benefit option

Starting in 2011, small businesses with up to
100 employees can offer “simple cafeteria”
plans. These plans will allow you to save part
of your salary in an account that you can use
later to pay for medical expenses. This will
save you money because you will not have to
pay taxes on the money you contribute to this
account. Check with your employer to see if
this benefit will be available to you.

Check www.aarp.org/getthefacts frequently
for the latest information.

D19391 (07/10)
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The New Health Care Law:

What It Means for Small Business Owners

If you’re a small business owner and do not
offer health insurance to your employees,
you will have more choices under the new
health care law. Some small businesses may
also qualify for tax credits to offset part of
the cost of insurance.

More insurance options for small
businesses

Starting in 2014, businesses with up to 100
workers may be able to buy health insurance
for their employees through state-based
purchasing pools, called exchanges.

e The exchanges will offer a range of
health plans. Plans available through
the exchanges must include standard
benefits including medical, mental
health, prescription drug, and
rehabilitation services.

e Some states will offer insurance plans
tailored to meet the needs of small
businesses. These exchange plans will

be called the Small Business Health
Options Program (SHOP).

If you have a business with fewer than 50
employees, you will not face any penalties if
you do not offer health insurance. Starting in
2014, businesses with more than 50
employees may have to pay an annual
penalty if they do not offer health insurance.

Small business tax credits to help pay for
health insurance

If you operate a small business, you may be
able to get tax credits to offset part of the
cost of offering health insurance to your
employees. An estimated 2.8 to 4 million
small businesses will be eligible for the
credits.

To be eligible for the tax credit, your

business must have 25 or fewer employees
with average annual wages under $50,000.
Y our business must also pay for at least 50%
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of the cost of health care coverage for your
employees.

The tax credits are retroactive to January 1,
2010. The amount of the tax credit depends on
how many employees you have and their
average wage.

e The full credit is available to businesses
with 10 or fewer employees and
average annual wages up to $25,000.
The full credit will help pay for 35% of
your premium expenses. In 2014, the
value of the credit will increase to 50%
of premiums.

e Tax credits are also available to firms
with 10-25 employees and average
annual wages between $25,000 and

-$50,000. The amount of the credit will
be based on the number of employees
and their wages.

¢ Small nonprofit organizations are also
eligible for the tax credit, but the
amount of the credit is limited to 25%
of health insurance premiums. The

credit will increase to 35% of premiums
in 2014.

To learn more about guidelines for the small
business tax credit, visit www.irs.gov. You
can find a Healthcare Tax Credit Calculator at
www.SmallBusinessMajority.org.

Other benefits for small business

Starting in 2011, small businesses with up to
100 employees can offer “simple cafeteria”
plans. These plans will allow employees to
save part of their paycheck in an account that
they can use to pay for medical expenses.
This will save your employees money
because they do not have to pay taxes on the
money they contribute to this account.

The new health care law also creates grants
to help small businesses provide workplace
wellness programs. Starting in 2011, a total
of $200 million in grants will be available
over a five-year period.

To apply for a grant, a business must have
fewer than 100 employees. Only new
wellness programs—those started after
March 23, 2010, the date the health care law
was enacted—are eligible.

The grants will be administered by the U.S.
Department of Health and Human Services
(HHS) and must meet HHS criteria. Under
the grant guidelines, a wellness program
should offer a range of activities to help
employees stay healthy, such as preventive
screenings, promotion of healthy lifestyles,
and help in changing unhealthy behaviors.

Check www.aarp.org/getthefacts frequently
for the latest information.

D19387 (07/10)
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The New Health Care Law:

What it Means for Family Caregivers

If you are a family caregiver, the new health
care law may benefit you and the person you
care for in several ways. The law makes it
easier to get health coverage, helps make it
more affordable, improves insurance
practices, and expands access to long-term
care services and information.

Some of these changes start this year. Others will
phase in over the next several years. By knowing
what’s in the law many of these changes can help
you with your own care and as a family caregiver
for your relative or friend.

Makes it easier to get health insurance

e If you or the person you care for have been
uninsured for six months and have a pre-
existing condition, you may be able to get
temporary health insurance coverage. This
coverage — called the Pre-existing Condition

The new law creates health insurance
exchanges for people who don’t have
coverage through their job. Exchanges will
provide “one stop shopping” so it will be
easier for you to compare plans and prices
for yourself and the person you care for.
Anyone who is eligible for insurance
through an exchange but does not purchase
it will be subject to a penalty. Health
insurance exchanges will start offering
insurance in 2014.

All plans offered through the health
insurance exchanges must include medical
and mental health care benefits, prescription
drugs, and rehabilitation services. You will
be able to pick among four levels of
coverage to fit your needs or the needs of
the person you care for.

Insurance Plan (PCIP) — is a first step to help
people with pre-existing health conditions get
the coverage they need. Applications for this
temporary insurance program started on July
1,2010 and will continue until January 1,
2014. Beginning in 2014, health insurance
will then be available through a new health
insurance exchange in your state. You’ll find
more information about how to apply for
PCIP at www.healthcare.gov.

Helps make health coverage more
affordable

Starting in 2010, if you have a new health
insurance plan you will not have to pay
some of the costs for preventive care. This
may include services such as mammograms,
immunizations, and screenings for diabetes
and many cancers.
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e The Medicaid program will help more people
have health insurance. In 2014 Medicaid will
expand to children, parents, and adults
without children who do not have Medicare
and who have a limited income. Currently, to
qualify for Medicaid you must have an
income under about $14,400 if you are single
or under $20,000 for a couple.

e Starting 2014, you may be able to get tax
credits to help pay for health insurance
purchased through a health insurance
exchange. You will qualify if you earn less
than $58,280 for a couple or $43,320 as an
individual.

Improves insurance practices

e Aso0f2010, insurance companies can’t drop
your health coverage if you become sick.
Your health insurance is guaranteed as long
as you pay your premiums.

e Insurance companies can no longer place
lifetime or restrictive annual limits on your
health coverage. This change will ensure that
your benefits won’t run out when you need
them the most. The ban on lifetime limits
begins in 2010, while the ban on annual
limits begins in 2014.

e Starting in 2014, you or the person you care
for cannot be denied health insurance because
of a pre-existing condition.

Expands access to long-term care
services and information

e Starting in 2011, you can get more
information about nursing home inspections,

complaints against facilities, and resident
rights. This information will help you make
decisions if you need to select a nursing
home for the person you care for.

States can receive more money to expand
home and community-based services. For
example, under the Community First Choice
Option, states choosing to participate will
get more federal dollars to provide certain
home- and community-based services to
people with disabilities who live at home but
need long-term services and supports. These
changes also begin in 2011.

If you are working, you can get long-term
care insurance. This new voluntary
insurance will provide a cash benefit to help
you pay for some of your future long-term
services and supports. You will be able to
get the cash benefit after you have paid the
premiums for at least five years, have
worked at least three of those initial five
years and have met other requirements. If
your employer participates in the program,
you will be enrolled automatically unless
you choose not to participate. You will also
be able to buy this insurance if your
employer doesn’t participate, if you have
more than one employer or if you are self-
employed. This program should start in 2012
or 2013.

Check www.aarp.org/getthefacts
frequently for the latest information.

D19395 (8/10)
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The New Health Care Law:

What it Means for Nursing Home Care

The new health care law gives consumers more
information about nursing homes so they can
make better choices when selecting a nursing
home, or monitoring the care of loved ones
who reside in nursing homes. Nursing home
residents will also have more protections from
abuse.

Provides more information about nursing home
care:

e You will have easier access to more
information on nursing homes to help you
select a nursing home or monitor the care
of a friend or loved one in a nursing home.

e You will be able to get information about
many things such as who owns the nursing
home, how much the nursing home spends
on resident care compared to
administrative costs, the hours of nursing
care residents receive, staff turnover rates,
and the number of complaints and
violations.

Your state must have a comprehensive
nursing home website where you can find
information about local nursing homes,
including inspection and complaint
reports. Information like this will help
you and your family evaluate your care
options.

You will find more useful information on
Medicare’s Nursing Home Compare
website,
www.medicare.gov/NHcompare. This
online tool has detailed information to
help you find a nursing home that best
fits your needs. In addition to what you
currently find on that site, you will find
links to state nursing home websites and
inspection information, a resident rights
page, staffing information, and a
standardized complaint form you can use.

Increases consumer protections:

[t will be easier for you to file complaints
about the quality of care in a nursing
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home. Your state will be required to have a
process 1n place to resolve complaints
about nursing homes. The process must
ensure that you are not retaliated against if
you file a complaint. You must be notified
that your complaint has been received and
how it has been resolved.

e Nursing homes in your state will have to
meet new requirements if the facility will
be closed. Residents and their family must
be told of the closure far enough in
advance so they will have time to make
other plans for relocation. Your state also
has to ensure that all residents have been
successfully relocated prior to the closure.

e Your state can participate in a new
national grant program to expand criminal
background checks to more long-term care
employees. Currently, most states require
some form of background checks on
certified nursing assistants who work in
nursing homes. The new grant opportunity
will provide funding for states to do
background checks of additional types of
long-term care employees who come in
direct contact with patients and residents.
If your state participates, it will receive
funding to conduct background checks of
employees such as health aides who come
into your home, assisted living workers,
and more nursing home staff.

Check www.aarp.org/getthefacts frequently
for more information. D19344 (06/10)
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The NeW Health Care Law:
What it Means for Women

There are many ways which the new health care
law benefits women and their families. It provides
better access to affordable coverage, ends
insurance practices that discriminate because of
gender, expands coverage for children, and helps
pay for long-term care. By knowing what’s in the
law you can take advantage of these changes. Some
of these start this year. Others will phase in over
the next several years.

Provides greater access to affordable health
coverage:

e The new law creates health insurance exchanges
for those who can’t get coverage through their
job. Exchanges will be set up in every state to
provide “one stop shopping” so it will be easier
to compare plans and prices. If you are eligible
for insurance through an exchange and do not
purchase it, you will be subject to a penalty.
Exchanges start offering insurance in 2014.

e Insurance plans sold in the exchanges must cover
a range of benefits, including maternity care,
prescription drugs and mental health care. You
will be able to pick among four levels of
coverage to fit your needs.

If you have been uninsured for six months and
have a pre-existing condition, you may be able
to get coverage this year. This coverage — also
known as “high risk pools” — should be
available in your state in the next few months. It
will continue until the exchanges start in 2014.

Ends insurance practices that discriminate
because of gender:

As of 2010, insurance companies can’t drop
your health coverage 1f you become sick. Your
health insurance is guaranteed, as long as you
pay your premiums.

Beginning in 2014, the law ends the common
practice of “gender rating.” In other words, an
insurer will no longer be able to charge women
more than men for the same coverage. This
applies to those with individual coverage and to
small businesses with up to 100 employees.

Starting 1n 2014, insurance companies will no
longer be able to deny you coverage because of
a pre-existing condition such as breast or
cervical cancer, pregnancy, or C-section.
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Ensures that women receive the benefits they need will give you a cash benefit if you have a
to stay healthy: qualifying disability and have paid into the

e Starting in 2010 for new plans, you will not have program forat least five years. If your emplayer

to pay some of the costs for preventive care. This participates in the program, you will

includes services such as mammograms, automatically be enrolled unless you choose to
immunizations, and screenings for cancer and opt out. You will also be able to buy the
diabetes. insurance if your employer doesn’t participate or
if you are self-employed. This program could
e Also starting in 2010, health plans can no longer start as early as 2011.

require pre-authorization or referral for OB-GYN
care.

Improves access to providers that specialize in Check www.aarp.org/getthefacts frequently for the

women’s health: latest information.

e The new law provides better access to doctors
and nurse practitioners who provide primary care
services. This will help improve care for women
with chronic health conditions who often require
ongoing health care. These provisions start in
2011 and will phase 1n over time.

Expands insurance coverage for children and
young adults:

e Beginning in 2010, your adult son or daughter
may be able to be included on your insurance
policy until he or she turns 26.

e By July 2010, insurers must cover children under
age 19 who have pre-existing conditions.

Helps pay for long-term supports and services:

e A new voluntary long-term care insurance
program will be available to you if you are
working. This program will help you pay for
some of your future long-term care services. It D19313 (05/10)



HEALTH
CARE and you

The NeW Health Care Law:

Helping You Pay for Long-Term Care

Under the new health care law, you will be able to
participate in a voluntary national insurance
program that will provide cash benefits to you if
you have a qualifying disability that limits your
day-to-day living. You can use this insurance to
help pay for non-medical services and supports
such as home modification, assistive technology,
transportation, and personal care. You can also
use it to pay part of the cost of assisted living or
nursing home care.

How the CLASS Independence Benefit Plan
Works

If you are age 18 or older, employed, and your
employer participates in the program, you will be
enrolled in the CLASS Independence Benefit Plan
automatically unless you or your employer choose not
to participate, or “opt out.” The program begins as
soon as January 2011, with the premiums paid
through payroll deductions. You will be able to
purchase this insurance even if your employer doesn’t
participate in the program, or if you are self-
employed.

Once you have paid the premiums for five years and
have worked at least three of those years,

you will be eligible for program benefits. Cash
benefits will be made if you have a qualified
disability expected to last more than 90 days and
your health care provider certifies this. These
payments will continue as long as you remain
eligible, which could be for your lifetime.

Over the next several months, federal officials will
provide additional details about the program. These
include premium costs and the amount of cash
benefits. AARP is closely monitoring how health
insurance reform is implemented to protect our
members.

This program increases your options to live more
independently if you have or develop a qualifying
disability and meet the other eligibility
requirements. You can use the cash benefit, along
with other public programs and private long-term
care insurance, to help protect your financial
security.

Check www.aarp.org/getthefacts frequently for the
latest information.

D19285 (04/10)
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The New Health Care Law:
Medicare Prescription Drug Benefit &
Closing the Doughnut Hole

Under the new health care law, people enrolled in Medicare Part D this year who fall into
the coverage gap, or “doughnut hole,” will get an extra $250 to help pay for their drug costs.
This is the first step toward closing the doughnut hole, which will be eliminated in 2020.

Medicare will continue to offer prescription drug plans through Part D to help reduce your out-of-
pocket costs for medications. You will still pay premiums each month in exchange for this benefit
but, once the new law is fully implemented, there will be no coverage gap.

Under prior law, once your total drug costs (what you and your plan have paid) for the year
exceeded a certain amount, you fell into the doughnut hole. During this gap in coverage, you
would pay the full price for your drugs until your total costs were high enough that you qualify for
catastrophic coverage. After that point, you would be responsible for only 5 percent of your
prescription drug costs for the rest of the year.

Under the new law, if you reach the doughnut hole in 2010, you will get a one-time rebate of $250
to reduce your out-of-pocket costs. Also, starting in 2011, you will get a 50 percent discount on
brand-name prescription drugs and a 7 percent discount on generic prescription drugs while you
are in the coverage gap. The gap will gradually narrow until it disappears in 2020. As before, after
a certain amount of drug spending (by you and the plan), you will qualify for catastrophic
coverage and only be responsible for 5 percent of your prescription drug costs for the rest of the
year.

Check www.aarp.org/getthefacts frequently for the latest information.

D19282 (04/10)
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The New Health Care Law:

The $250 Doughnut Hole Rebate

People with Medicare Part D who reach the
gap in their prescription drug coverage this
year will automatically receive a $250
rebate check. This one-time payment in
2010 will help three million people to pay
for the prescription drugs they need.

The Secretary of Health and Human Services
has announced that the first group of rebate
checks will be mailed starting June 10, 2010.
Checks will continue to be mailed about every
six weeks as more people reach the coverage
gap, also called the “doughnut hole.”

These rebate checks will go to people on
Medicare Part D once they have spent $2830
(“the itial coverage limit”) in total drug
costs for the year. Total drug costs include
the full amount you and your plan spend on
your drugs, including your deductible, co-
payments, and coinsurance, but not the
amount you pay in premiums.

Some Things You Need to Know

¢ You do not need to do anything to get
your check. The check will come to
you automatically after you reach the
Medicare Part D coverage gap.

e You do not have to do anything to
prove that you and your plan have
paid more than $2830 in total drug
costs. Your Medicare Part D plan
tracks these costs for you.

e Because the checks are sent
automatically, avoid anyone who
promises to “help” you get your
check. Scammers may say you can get
your check more quickly if you pay
them a fee. Immediately report this
scam or any similar fraud to the police
or to your Attorney General. You can
find the Attorney General’s phone
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number in the blue pages of the
telephone book or online at
www.naag.org/current-attorneys-
general.php.

A paper check will be mailed to the
address Social Security uses to reach
you. If you need to change your
address, please call Social Security at 1-
800-772-1213. If you prefer, a change
of address may also be reported by
calling or visiting your location Social
Security office. You can find contact
information at www.ssa.gov/locator.

You may be able to avoid the gap in
your coverage and save money on your
drugs. Use AARP’s Doughnut Hole
Calculator at
www.aarp.org/doughnuthole. The
calculator will show you if you will fall
into the doughnut hole this year. It also
identifies less costly drugs available in
your Part D plan. This may help you
save money by delaying when you
reach the doughnut hole or by keeping

Starting in 2011, if you reach the
coverage gap you will get a 50 percent
discount on brand-name drugs and a 7
percent discount on generic
prescription drugs, but the full cost of
the drugs will be applied toward
getting you through the doughnut hole.
By 2020, the gap will be eliminated
entirely. That means that people who
now pay 100 percent of their drug
costs in the doughnut hole instead will
pay a copayment or coinsurance of no
more than 25 percent. Rather than the
doughnut hole, you should pay a fairly
consistent co-payment or co-insurance
all the way up to the catastrophic limit.
If your drug needs go beyond the
catastrophic limit, your portion will be
limited to a 5 percent coinsurance for
your drug costs.

Check www.aarp.org/getthefacts frequently
for the latest information.

you out of the coverage gap altogether.

D19320 (05/20/10)
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The Néw Health Care Law:

Tax Implications for Individuals

The new health care law makes several changes to
taxes that mostly affect families with incomes over
$200,000. Some of the changes will take effect in
2011; others will be phased in over several years.

The most noticeable tax change for the vast majority
of Americans under the new health law will be on
your W-2 Form. The law requires your employer to
disclose the cost of health insurance benefits provided
to you beginning in 2011. This new reporting
requirement will not affect the taxes you pay. The
value of health insurance benefits reported on your
W-2 should not be included in your income when you
file your taxes. You will also not have to pay any
FICA taxes on this amount.

Medicare Taxes

For those earning less than $200,000 (or $250,000 for
a couple) your Medicare taxes will not increase. If
you earn more than $200,000 as an individual
taxpayer, or if you earn more than $250,000 and file a
joint tax return with your spouse, you will see an
increase in part of your Medicare Part A tax rate
beginning in 2013. The tax rate will go from its
current level of 1.45% to 2.35%. However, you will
pay the 2.35% rate only on the portion of your
earnings that is over $200,000 for individuals or over

$250,000 for a couple. This means that your earnings

that are less than $200,000 (or $250,000 fora
couple) will continue to be taxed at 1.45%. Also, the
1.45% Medicare tax that your employer pays on
your behalf will not change. The change in the tax
rate will increase the amount withheld from your
salary or wages, or the tax you pay on self-
employment income only if you earn over $200,000.

Flexible Spending Accounts

Some employers offer flexible spending accounts
that allow you to set aside part of your salary before
it is taxed to help pay for some of your medical
expenses. If you have one, the most you will be able
to contribute to a flexible spending account will be
$2,500 starting in 2013. The $2,500 limit will be
increased in future years with increases in the cost
of living. Also, starting in 2011 you will not be able
to get reimbursement from your flexible spending
account for over-the-counter medications, such as
aspirin or cough and cold medications, unless they
are prescribed by your doctor.

Medical Expense Deductions

You can deduct some medical expenses from your
taxable income. Currently you can deduct the
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amount of medical expenses that exceeds 7.5% of
your taxable income. Beginning in 2013 you will be
able to deduct only those medical expenses that
exceed 10% of your adjusted gross income. For

- example, if your adjusted gross income is $100,000
and your medical expenses are $11,000, you could
deduct $3,500 under the old law ($11,000 —
[$100,000 X 7.5% or $7,500] = $3,500). Starting in
2013 you will be able to deduct $1,000 in medical
expenses $11,000 —[$100,000 X 10% or $10,000] =
$1,000). The percentage will remain at 7.5% for
persons 65 and older until 2016.

New Tax on “Cadillac” Health Plans

Starting in 2018, if your health benefits are worth
more than $10,200 for individual plans and $27,500
for family plans, your insurers will pay a new tax.
They will have to pay a 40% tax on the amount that
your benefits exceed these threshold levels. These
levels.are increased to $11,850 and $30,950 for some
retirees who are 55 or older and not eligible for
Medicare, as well as people in high-risk occupations.
They will also increase for companies that pay higher
premiums due because of the age and gender of their
workers. All threshold levels will be indexed for the
cost of living after 2018. If you are self-employed and
are covered through a group health plan, the insurer
of your plan will also have to pay the tax.

You won’t directly pay this so-called “Cadillac tax”
since the tax is on your insurer. For the purposes of
this law, an insurer could be an insurance company,
your employer, or a third party that handles your
employer’s self-insured plan, flexible spending
account, or health savings account. It will be up to
your insurer to determine if it will pass the cost of the
tax on to you or your employer.

Investment Income Tax

Taxpayers earning less than $200,000 (or $250,000
for a couple) will not pay higher taxes on their
investment income. Starting in 2013, if you earn
more than $200,000 as an individual taxpayer, or if
you earn more than $250,000 and file a joint tax
return with your spouse, you will pay a 3.8% tax on
you net investment income. Net investment income
includes interest, dividends, annuities, royalties,
rents, and capital gains. It does not include income
from Social Security, pensions, or IRA distributions.
Payments from qualified IRA annuities are also not
counted as net investment income.

Not all investment income is taxed. To figure out the
amount of the tax, subtract $200,000 (for an
individual) or $250,000 (for married couples filing
jointly) from your taxable income. Then compare the
result with your net investment income. Multiply the
lesser amount by 3.8% to get the amount of the tax.

For example, a married couple with a modified
adjusted gross income of $275,000 and a net
investment income of $10,000 would pay $380 in
taxes on their net investments income:

$275,000 - $250,000 = $25,000 which is larger than
$10,000 for a tax of $10,000 x 3.8% = $380

Check www.aarp.org/getthefacts
frequently for more information.

D19353 (07/10)
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The New Health Care Law:

Protect Against Health Care Fraud

Scam artists have already hit the streets,
airwaves and phone lines trying to take
advantage of the confusion about what
the new health care law means. As AARP
frequently cautions its members and all
older Americans, criminals use the news
headlines as inspiration for clever sales
pitches that defraud the public and pad
their own pockets.

Law enforcement officials have already
spotted and stopped three scams. One
television commercial urged people to call a
toll-free number to sign up for new
government insurance during the “limited
enrollment period.” Other scammers,
claiming they were with the government,
went door-to-door trying to sell fake
Insurance. A state attorney general reported
that telemarketers were seeking personal
information so they could send a new

Medicare card required by the new law.
Another scam to watch out for is promising
to help collect — for a fee — the $250 rebate
for Medicare Part D recipients who fall
into the coverage gap.

Each of these pitches 1s a fraud. But scam
artists are slick, so it is hard to predict all
the ways they will try to twist the new law
for their own profit.

What You Should Do

Watch for official communications.
Government officials do not sell insurance
policies door-to-door or over the phone. As
new insurance benefits take effect, rely on
trusted sources to tell you what you may
need to do.

Know who you are dealing with. You
will not need middlemen to help you apply
for new benefits or to receive the $250
“doughnut hole” rebate check. If you are
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eligible, the rebate check will come to you
automatically. You do not need to take any
action—no requests, no applications, no
fees.

Be skeptical. If you receive a visit, call or
email from anyone claiming to want to help
you sign up for new programs created by the
new law, they may not be who they say they
are. Do not pay anyone to help you receive
your new benefits. And do not reveal any of
your personal information to them, such as
your full name, date of birth, or Social
Security number. If someone requests this
information, it’s more likely they’re “out to
get you” than out to help you.

Report fraud. Law enforcement officials
need you to report your concerns. The new
health care law includes extra resources for
fighting health care fraud. Contact your state
Insurance commission, your state attorney
general, or local law enforcement about any
suspicious promotions.

Stay informed. AARP keeps you up-to-date
at www.aarp.or g/getthefacts with accurate
and timely information as the details of the
new law are made public.

There is a lot packed into the new health
care law and AARP will continue to be here

for our members and for all Americans,
educating them on what the new law means
for them.

Resources:

You will find contact information for your
state insurance commission at
www.naic.org/state_ web_map.htm.

You can locate your state attorney general
at www.naag.org/current-attorneys-
general.php.

D19307 (04/10)
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The New Health Care Law:

How it Impacts Hispanics/Latinos

Congress enacted a new health care law which
provides several new benefits to all Americans.
Many of the benefits and protections in the new
health care law are particularly critical to
Hispanics/Latinos. Some of these changes you
will see this year. Others phase in over the next
several years. By knowing what’s in the law and
when the different provisions take effect, you
can take advantage of the changes for yourself
and your family.

Makes Health Insurance More Aécessible

Those without insurance, small businesses and
self-employed people will be able to purchase
private health insurance through state-based
health insurance exchanges, by 2014. If you
are eligible for insurance through an exchange
and do not purchase it, you will be subject to a
penalty.

The new law may give you access to
insurance coverage before 2014 if you have a
pre-existing condition and have been
uninsured for six months. This new temporary
insurance, called the “Pre-Existing Insurance
Plan (PCIP), should be available in your state
starting summer 2010. Applications for these
insurance plans are on a first come-first served

basis. Coverage under this program will
continue until the health insurance
exchanges start offering private insurance in
2014. Then, all insurance plans will be
required to cover people with pre-existing
conditions.

Lowers Costs

Starting in 2010 for new health plans, you
will no longer have to pay some of the out-
of-pocket costs for preventive care such as
mammograms, immunizations and
screenings for cancer or diabetes.

If you have Medicare, you’ll qualify for a
new annual wellness visit, mammograms,
and other screenings for cancer and diabetes.
These new benefits start in 2011 and you
will not have to pay for them.

If you reach the Medicare Part D coverage
gap or “doughnut hole” in 2010, you will
receive a $250 rebate check to help pay for
prescription drugs. In 2011, if you reach the
doughnut hole, you will receive a 50%
discount on your brand-name prescription
drugs and a 7% discount on your generic
prescription drugs while you are in the
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coverage gap. The gap will gradually narrow
until it disappears in 2020.

 Starting in 2014, if you earn less than about

$58,000 for a couple, or about $43,000 for an
individual, you will get tax credits to help you
pay your premiums for health insurance
purchased through an exchange. (Higher
income levels apply in Alaska and Hawaii.)

Eliminates Discriminatory Insurance Practices

Effective in 2010, health insurance companies
can’t drop your health coverage if you become
sick. Your health insurance is guaranteed as
long as you continue to pay your premiums.
There are also new protections in place to limit
excessive premiums because of your age or
gender.

Insurance companies can no longer place
lifetime or annual limits on your health
coverage — giving you peace of mind that your
benefits won’t run out when you need them the
most. The ban on lifetime limits begins in 2010;
the ban on annual limits begins in 2014.

Helps Pay for Long-Term Care

A new voluntary long-term care insurance
program — called CLASS — will be available to
you if you are working. This program will help
you pay for some of your future long-term
services and supports. You will receive a cash
benefit if you have a qualifying disability, have
paid into the program for at least five years,
worked at least three of those initial five years,
and meet other eligibility requirements. If your
employer participates in the program, you will
be enrolled automatically unless you choose to
not to enroll. You will also be able to buy this

insurance if your employer doesn’t

participate, if you are self-employed, or have
more than one employer. This program is likely
to start in 2012 or 2013.

If you are married to someone on Medicaid
who is receiving care services at home, you
will have the same protections for your income
and other resources as do spouses of those on
Medicaid who live in a nursing home. Starts in
2014.

Your state may receive financial incentives to
provide greater access to the services and
supports you need to live independently in your
own home and community.

Increases Efforts to Reduce Disparities in the
Health Care System

Moves toward eliminating the disparities that
Hispanics/Latinos currently face both in their
health and in their health care by investing in
research about health disparities.

Expands initiatives to increase the racial and
ethnic diversity of health care professionals and
strengthen training among health care providers
to focus on cultural issues.

Invests in primary care professionals to ensure
that all Americans have access to primary care
providers.

Invests in health care innovations such as
community health teams to help you manage
chronic conditions such as diabetes, high blood
pressure and heart disease.

Check www.aarp.org/getthefacts frequently for the

latest information.

D19346 (08/10)
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The New Health Care Law:

How it Impacts African Americans

Congress enacted a new health care law which
provides several new benefits to all Americans.
Many of the benefits and protections in the
new health care law are particularly critical to
African Americans. Some of these changes you
will see this year. Others phase in over the next
several years. By knowing what’s in the law
and when the different provisions take effect,
you can take advantage of the changes for
yourself and your family.

Makes Health Insurance More Accessible

Those without insurance, small businesses and self-
employed people will be able to purchase private
health insurance through state-based health
insurance exchanges, by 2014. If you are eligible
for insurance through an exchange and do not
purchase it, you will be subject to a penalty.

The new law may give you access to insurance
coverage before 2014 if you have a pre-existing
condition and have been uninsured for six months.
This new temporary insurance, called the “Pre-
Existing Insurance Plan (PCIP), should be available
in your state starting summer 2010. Applications
for these insurance plans are on a first come-first
served basis. Coverage under this program will

continue until the health insurance exchanges start
offering private insurance in 2014. Then, all |
insurance plans will be required to cover people
with pre-existing conditions.

Lowers Costs

Starting in 2010 for new health plans, you will no
longer have to pay some of the out-of-pocket costs
for preventive care such as mammograms,
immunizations and screenings for cancer or
diabetes.

If you have Medicare, you’ll qualify for a new
annual wellness visit, mammograms, and other
screenings for cancer and diabetes. These new
benefits start in 2011 and you will not have to pay
for them.

If you reach the Medicare Part D coverage gap or
“doughnut hole” in 2010, you will receive a $250
rebate check to help you pay for prescription
drugs. In 2011, if you reach the doughnut hole,
you will receive a 50% discount on your brand-
name prescription drugs and a 7% discount on
your generic prescription drugs while you are in
the coverage gap. The gap will gradually narrow
until it disappears in 2020.
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Starting in 2014, if you earn less than about
$58,000 for a couple, or about $43,000 for an
individual, you will get tax credits to help you pay
your premiums for health insurance purchased
through an exchange. (Higher income levels apply
in Alaska and Hawaii.)

Eliminates Discriminatory Insurance Practices

Effective in 2010, health insurance companies can’t
drop your health coverage if you become sick. Your
health insurance is guaranteed as long as you
continue to pay your premiums. There are also new
protections in place to limit excessive premiums
because of your age or gender.

Insurance companies can no longer place lifetime
or annual limits on your health coverage — giving
you peace of mind that your benefits won’t run out
when you need them the most. The ban on lifetime
limits begins in 2010, while the ban on annual
limits begins in 2014.

Helps Pay for Long-Term Care

A new voluntary long-term care insurance program
— called CLASS — will be available to you if you
are working. This program will help you pay for
some of your future long-term care services. You
will receive a cash benefit if you have a qualifying
disability, have paid into the program for at least
five years, worked at least three of those initial five
years, and meet other eligibility requirements. If
your employer participates in the program, you will
be enrolled automatically unless you choose to opt
out. You will also be able to buy this insurance if
your employer doesn’t participate, if you are self-

employed, or have more than one employer. This
program is likely to start in 2012 or 2013.

If you are married to someone on Medicaid who is

receiving care services at home, you will have the
same protections for your income and other
resources as do spouses of those on Medicaid who
live in a nursing home. Starts in 2014.

Your state may receive financial incentives to
provide greater access to the services and supports
you need to live independently in your own home
and community. *

Increases Efforts to Reduce Disparities in the
Health Care System

Moves toward eliminating the disparities that
African Americans currently face both in their
health and in their health care by investing in
research about health disparities.

Expands initiatives to increase the racial and
ethnic diversity of health care professionals
and strengthen training among health care
providers to focus on cultural issues.

Invests in primary care professionals to ensure
that all Americans have access to primary care
providers.

Invests in health care innovations such as
community health teams to help you manage
chronic conditions such as diabetes, high blood
pressure and heart disease.

Check www.aarp.org/getthefacts
frequently for the latest information.
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The New Health Care Law:

What it Means for People with
Medicare Advantage Plans

The new health care law makes a number of
“changes in how Medicare Advantage plans operate.
If you have a Medicare Advantage plan, it is
important to know how and when these changes
might affect you.

If you have a Medicare Advantage plan for 2010,
your plan will stay the same through the end of the
year. You should use Medicare’s open enrollment
as an opportunity to review all your Medicare
choices for 2011 to select a plan that works best for
you. Open enrollment for 2011 coverage begins on
November 15, 2010.

When evaluating different plans, remember to
consider:

Cost: What are the monthly premiums, the annual
deductible and co-pays?

Coverage: What services are covered?

Quality: How does the plan rate on providing
quality care?

Focus on quality and value
The new law rewards Medicare Advantage plans

that provide high quality care. The law also sets up
new rules to make plans more cost-effective.

The Centers for Medicare & Medicaid
Services (CMS) has a rating system for °
Medicare Advantage plans. Plans that rate at
least four out of five stars will receive bonus
payments for providing better quality care.
The bonuses begin in 2012. You can review
your plan’s rating on Medicare’s website
www.medicare.gov/mppf.

Plans must use some of the bonus money they
recelve for extra benefits and rebates to people
participating in the plans. This means that
higher quality plans may be able to offer you
more services.

Starting in 2011, Medicare Advantage plans
cannot charge more than Original Medicare
for certain services. For example,
chemotherapy administration, kidney dialysis,
and skilled nursing care.

As of 2014, Medicare Advantage plans must
limit how much they spend each year on
administrative costs. For each dollar you pay
in premiums, Medicare Advantage plans may
not spend more than 15 cents on
administrative expenses.
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Changes in how Medicare Advantage plans are
paid

Currently, Medicare makes extra payments
(subsidies) to the private companies that offer
Medicare Advantage plans. This means that these
plans cost the Medicare program more than
Original Medicare — on average about 13% more
per person.

In 2011, Medicare Advantage plans will receive the
same amount of extra payments as they did in 2010.
But beginning in 2012, Medicare will start to
reduce these subsidies so that payments will be
more in line with Original Medicare. The changes
in Medicare Advantage payments will save the
Medicare program money. Some of the savings will
be used to close the Medicare prescription drug
coverage gap or doughnut hole and to provide more
preventive care to people with Medicare.

What this could mean for your Medicare
Advantage plan

e Plans will differ in how they respond to the
lower subsidies. This will depend partly on the
state and county where the plan is located, and
on the amount of bonus money the plans
receive.

e The lower subsidies could mean that some plans
may drop extra services such as eyeglasses and
gym memberships. Some plans may raise their
premiums and co-payments. Others may even
decide to leave the Medicare program.

How you will know about changes to your
Medicare Advantage plan

Every year, even before the new health care law,
insurance companies that offered Medicare
Advantage plans made decisions about what they
would cover and what they would charge. Under
the new law, each insurance company will
continue to make a business decision whether to
change your benefit package and costs.

As in previous years, you will receive a notice
from your Medicare Advantage plan in October. It
will tell you what changes, if any, will take place
in your plan for the upcoming year. This is the
time for you to review your options carefully and
make the best choice to fit your needs.

e If you have questions about the notice, you can
contact your Medicare Advantage plan
directly. You can also call 1-800-Medicare (1-
800-633-4227) to speak with a representative
about your options.

e You can also compare your options at
Medicare Plan Finder:
www.medicare.gov/MPPF. This site shows
which Medicare Advantage plans are offered in
your area.

e Ifyour plan is changed or dropped, you can
switch to another available Medicare
Advantage plan or to Original Medicare during
Medicare’s open enrollment period (November
15 -December 31).

Check www.aarp.org/getthefacts frequently for
the latest information.
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The New Health Care Law: What it Means
for People Living in Rural Areas

Congress enacted a new health care law which
provides several new benefits to all Americans.
Many of the provisions in the new health care law
are particularly important for those living in rural
areas, who pay on average nearly half of their
health insurance costs out of their own pockets.

Some of these changes you will see this year. Others
phase in over the next several years. By knowing
what’s in the law and when the different provisions
take effect, you can take advantage of the changes for
yourself and your family.

Makes Health Insurance More Accessible

Those without insurance, small businesses and
self-employed people will be able to purchase
private health insurance through a health
insurance exchange in their state by 2014. In
many rural states, one insurance company can
dominate the market, meaning that often there
is little choice in available health plans. Health
insurance exchanges will offer a choice of
plans and it will make it easier for people in
rural areas to compare plans and prices.

The new law may give you access to
insurance coverage before 2014 if you have a
pre-existing condition and have been

uninsured for six months. This coverage —
known as the “Pre-Existing Condition
Insurance Plan” — should be available in
your state in 2010. This program will
continue until the health insurance
exchanges start in 2014. Then, all insurance
plans will be required to cover pre-existing
conditions.

Lowers Costs

Starting in 2010 for new health plans, you
will no longer have to pay some of the out-
of-pocket costs for preventive care such as
mammograms, immunizations and
screenings for cancer or diabetes.

If you have Medicare, you’ll qualify for a
new annual wellness visit, mammograms,
and other screenings for cancer and diabetes.
These new benefits start in 2011, and you
will not have to pay for them.

If you reach the Medicare Part D
prescription drug coverage gap or “doughnut
hole” in 2010, you will receive a $250 rebate
check to help pay for prescription drugs. In
2011, if you reach the doughnut hole, you
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will receive a 50% discount on your brand-
name prescription drugs and a 7% discount on
your generic prescription drugs while you are
in the coverage gap. The gap will gradually
narrow until it disappears in 2020.

Starting in 2014, if you earn less than about
$58,000 for a couple, or about $43,000 for an
individual, you will get tax credits to help you
pay your premiums for health insurance
purchased through an exchange.

Provides Tax Credits for Small Businesses

If you operate a small business in a rural area,
you may be able to get tax credits to offset
part of the cost of offering health insurance to
your employees. An estimated 2.8 to 4 million
small businesses will be eligible for the credits
that start in 2014.

Eliminates Discriminatory Insurance Practices

Effective in 2010, health insurance companies
can’t drop your health coverage if you become
sick. Your health insurance is guaranteed as
long as you continue to pay your premiums.
There are also new protections in place to
limit excessive premiums because of your age,

‘gender, or health condition.

Insurance companies can no longer place
lifetime or annual limits on your health
coverage — giving you peace of mind that your
benefits won’t run out when you need them
the most. The ban on lifetime limits begins in
2010, while the ban on annual limits begins in
2014.

Increases Access to Health Care in Rural Areas

Invests in the health care workforce to ensure
that people in rural areas have access to
doctors, nurses and other primary care
providers.

Provides more resources to medical and
nursing schools to train doctors and nurses to
work in rural and underserved areas.

Invests in health care innovations such as
community health teams to help you manage
chronic conditions such as diabetes, high
blood pressure and heart disease.

Ensures that hospital and other providers in
rural communities receive Medicare funds
they need to offer quality care and keep their
doors open.

Provides more funding for community-based
health care centers in rural areas, as well as
grants for school-based health centers in
underserved areas.

Check www.aarp.org/getthefacts frequently for the

latest information.
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October 7, 2010
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Bruce Rieker, Vice President, Advocacy

Nebraska
Hospital
Association

The influential voice of Nebraska's hospitals

Health Care Reform
Coverage Expansion

» The Patient Protection and Affordable Care Act (PPACA)
and Health Care and Education Affordability and
Reconcﬂla‘uon Act (HCEARA):

= Expand Medicaid program to cover non-elderly individuals,
including parents; children; and childless adults, up to 133% of the
federal poverty level (FPL);

= Require insurance companies to cover pre-existing conditions;
* Require employers of 50 or more to provide coverage;

= Require everyone not covered by an employer-based or
governmental plan to purchase health insurance; and

= Expand coverage to 32 million Americans currently uninsured, for
total coverage of 95%. The Congressional Budget Office (CBO)
estimates, 21 million will remain uninsured in ten years.

Nebraska
Hospital
Association

The influential voice of Nebraskas hospitals
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Medicare and Medicaid
Payment Policies

* Medicare Update Factor Reductions
= Nebraska reduction: $687.2 million over ten years

= The update factors for all Medicare Part A and B
providers who are subject to a market basket or
Consumer Price Index (CPI) update will be reduced to
reflect estimated gains in productivity.

= Further update reductions beyond the productivity
adjustment will also be applied.

= No floor is established to protect provider updates from

falling below zero.
Nebraska
Hospital
Association

The influentiof voice of Nebraska's hospitals

Medicare and Medicaid
Payment Policies

 Productivity Offsets:

= Inpatient and Outpatient Hospitals, Inpatient
Rehabilitation Facilities, Inpatient Psychiatric Facilities,
Long-term Care Hospitals and Skilled Nursing
Facilities
» Reductions begin in 2012
+ Estimated at 1.3%
= Hospice: Reductions begin in 2013

= Home Health Agencies: Reductions begin in 2015

Nebraska
Hospital
Association

The influertial voice of Nebrosko s hospitals




Medicare and Medicaid
Payment Policies

» Additional Reductions

= [npatient and Outpatient, Inpatient Rehab, and Inpatient
Psychiatric: Market basket updates will be reduced by 0.25
percentage points in 2010 and 2011 increasing to .75 percentage
points annually in 2017 through 2019.

* Long-Term Care Hospitals: Annual updates will be reduced by
0.25 percentage points in 2010 and 0.50 percentage points in 2011
growing to .75 percentage points annually in 2017 through 2019.

* Home Health Agencies: Reduces annual updates for home health
agencies by 1.0 percentage point in 2011, 2012 and 2013.

= Hospice: In addition to the annual productivity adjustment, updates
will be reduced by 0.30 additional percentage points annually in

2013 through 2019.
Nebraska
Association

The influertiol voice of Nebraska's hospitals

Medicare and Medicaid
Payment Policies

* Disproportionate Share Hospital (DSH)
Reductions
= Nebraska cuts: $74.7 million (Medicare only)

» Medicaid: Approximately 50% reduction compared to
FFY 2009.
= Medicare:

* 25% of DSH payments are considered to be the “empirically
justified” component of DSH and will continue to be paid to
each hospital based on the current methodology.

* 75% of DSH payments will be subject to reductions. For every
percentage point reduction in the uninsured rate, DSH f<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>