Health reform will
provide coverage 1o
32 million uninsured
peopte, adupt broad-
reaching veforms in
insurance practices,
raake malor new in-

vestments in public
health, and reduce
the federal deficit,

CENTER FOR
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On March 23, 2010, President Obama signed into
law the Patient Protection and Affordable Care Act
(Public Law 111-148), which is designed (with its
companion set of amendments in H.R. 4782) to pro-

vide coverage to 32 million uninsured people, adopt
broad-reaching reforms in insurance industry practic-
es, make major new investments in public health, and
reduce the federal deficlt. By 2019, 92 percent of
the non-elderly population is expected to have health
insurance (94 percent if undocumented immigrants
are excluded from the calculation), In that year, an

additional 16 million individuals will obtain coverage

through Medicaid and CHIP and 29 million will obtain

coverage through new health insurance Exchanges.’

Most of the-health-reforms will go into effect January
1, 2014. (See box on next page for more immediate
changes.) The lav

u Creates state-based health Exchanges where
individuals and small employers
through private insurers or through multi-state health
plans under contract
nel Management. States can: allow large employers
to participate beginning in 2017, establish co-
operatives, opt into a national Exchange, and/or seek
walvers to utilize other reform mechanismas,

can buy insurance

w Provides Medicaid 1o non-elderly individuals with

income up to 133 percent of the federal poverty level

{FPL) and preserves Medicaid and CHIP coverage for
children above 133 percent of the FPL.

w Provides tax credits to help people with income up

to 400 percent of the FPL purchase Exchange cover-

age and limit their out-of- pom«,‘ costs,

u Establishes a new mandate that people with gross

income above the federal tax-filing threshold obtain

insurance or face a tax penally (with some excep-
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tions, including if the cost of coverage exceeds eight
percent of income),

# Requires emplovers with 50 or more full-time
workers to pay penalties for employees who receive &
premium subsidy through a state Exchange. Provides
tax credits to small businesses to purchase coverage
for their employees.

w Adopts insurance market reforms, “such as eliminat-
ing the praclice of denying people coverage because
they are sick, charging different premiums for people
based on their health status, and establishing annual
or Hfetime benefit fimits, Creates a high-risk poo? in
2010 to assist families denied coverage prior to 1

new rules going into effect (in 2014).

u Establishes a number of health care delivery and
access, quality, wellness, and prevention initiatives,
makes investments in community health centers, and
addresses fraud and waste in Medicaid and Medicare.
Also implements Medicare reforms, including the ad-
dition of annual exams and other preventive services
al no cost (beginning in 2011) and the gradual clo-
sure of the “doughnut hole” in drug coverage (rebates
and discounts to seniors starting in 2010 until its full
elimination by 2020,

The Congressional Budget Office (CBO) estimates
that health reform will cost $938 billion over 10
years (2010-2019) and will be fully paid for, primar-
ily through Medicare savings, new Medicare taxes for
high-income households, and fees on cerfain manu-
facturers and insurers. Additional revenue will be
obtained through an excise tax, starting in 2018, on
0,200 for single cover-

age and $27,500 for family coverage (with higher
thresholds for retirees and employees in high-risk
professions).

insurance plans exceeding $10

00 HEALTH CARE REFORM SUMMARY



Under health reform,
Medicaid and CHIP
serve as kay bullding
blocks for coverage.

P

The following describes some of health
changes to Medicaid, CHIP, and other provisions of
importance to fow-income families and children.

reform

Wedicaid and CHIP

Under health reform, Medicaid and CHIP serve as key
building blocks for coverage by establishing a federal
ceiling at 133 percent of the FPL for everyone and
maintaining existing coverage for children.

Fligibility Changes for Adults

» Medicaid coverage for non-elderly adults up o

133 percent of the FPL.? Currently, only a handful

of states provide Medicaid to childless adults and
while all states cover parents, they often do so at
income levels well below the poverly line.” Beginning
January 1, 2014, states will need 1o cover parents
and childless adults up to 133 percent of the FPL.
Newly-eligible adults will be covered by a "benchmark
benefit” plan. To promote coordination, the gross in-
come standard that will be used for the premium tax
credits available in the Exchanges also will apply to
most existing Medicaid eligibility groups.® A standard
five percent of income disregard will be built into the
gross income test for Medicaid to compensate for the
loss of other, existing Medicaid disregards.”

« Federal financial assistance for those newly-eligible,
For calendar years 2014 through 2016, the federal

government will pick up 100 percent of the cost of
covering newly-eligible adults (defined as childless
adulls and parents up to 133 percent of the FPL
who, as of December 1, 2009, were not eligible for
comprehensive coverage through Medicaid or a state
plan). In subsequent years, the increased federal
match rate (FMAPY will be: 95 percent in 2017, 64
percent in 2018, 93 percent in 2019, and 90 per-
cent in 2020 and future years, (S

-

ee Table 1; page 3.

» Federal financial assistance for expansion states.
Certain states have already expanded coverage for
childless adults and parents up to or above 100
percent of the FPL, and as a result, have few, if any,
newly-eligible adults. These states® will receive a
bump in their FMAP for childless adults so that by
2019 they will receive the same enhanced match rate
for childiess adults up to 133 percent of the FPL as
other states. Specifically, each expansion state will
receive an increase equal to 50 percent of the gap
hetween its regular Medicaid match rate and the en.
hanced match rate provided to other states in 2014,
60 percent in 2015, 70 percent in 2016, BO perce
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in 2017,
2019 and future years. All states will receive their
regular FMAP for parents eligible for coverage under
the rules in place on March 23, 2010. (See Table 1.)

90 percent i 2018, and 100 percent in

¢ Temporary maintenance-of-effort on existing Medic-
condition of receiving federal Med-
icaid funding, states must maintain existing Medicaid
eligibility Eﬁvem and enrotiment procedures (in effect
on March 23, 2010) for parents and childiess adults
untit January 1, 2014, However, beginning in 2011,
states with budget deficits can seek an exemption
from maintaining aduli eligibility levels above 133
percent of the FPL. States still have the flexibility to
expand, or continue to provide, coverage to adults
above 133 percent.

+ Optional five-year waiting period for lawfully residing
immigrants remains in effect. Health reform will not
change current Medicaid and CHIP rules that require
states to establish a five-year waiting period for law-
fully residing adults {(with stale option to waive the
waiting period for children and pregnant women). Le-
gal immigrants, not eligible for Medicaid or CHIP, can
obtain coverage in the Exchange and receive premium
and cost-sharing subsidies based on their income.
Undocumented immigrants will remain ineligible

for Medicaid and CHIP, and cannot obtain coverage
through the Exchanges.



CHIP is maintained
through at least 2019
and states can con-
tinue to expand cover-
age t children under
the program as under
current law.

- * Medicaid coverage for children up to 133 percent

of the FPL. States already must provide Medicaid to
children under age six with family income up to 133
percent of the FPL and those ages six through 18 with
family income up to 100 percent of the FPL {although
ali states have chosen o provide coverage above these
levels through Medicaid and/or CHIP). Under health
reform, states will be required to provide Medicaid to
chifdren with family income up to 133 percent of the
FPL {including those in separate CHIP programs).’ As
with adults, a gross income standard with a uniform
five percent disregard will apply in order to simplify
coordination with the premium tax credits.

= Medicaid and CHIP eligibility levels for children
maintained above 133 percent of the FPL. Today,
nearly all states provide Medicaid and/or CHIP cover-
age o children up to 200 percent of the FPL, with 25
stetes covering children at or above 250 percent of
the FPL* As a condition of receiving federal Medic-
aid funding, siates cannot scale back their income
eligibitity levels and enroliment procedures in place
on March 23, 2010 for children eligible for Medicaid
and CHIP, The new gross income standard with a five
percent income disregard will aiso apply. The Medic-
aid and CHIP benefit package and cost-sharing rules
will continue as under current law,

« CHIP continued through at least 2019; funding

~through fiscal year 2015, CHIP-is maintained through

2019 and states can continue to expand coverage
to children under the program as under current law.

Table 1: Enhanced Match Rates for Adults in 2014 and Beyond

i 2020 on

Funding for the program is provided through Septemn-
ber 30, 2015 (fiscal year 2015), two years beyond its
current expiration date. If a state runs out of federal
CHIP funding, children can be enrolled in Exchange
plans with comparable coverage. The Secretary of
Health and Human Services will be required to review
and certify which plans in the Exchanges provide
CHIP-comparable benefits and cost sharing,

¢ increased federal financial assistance for CHIP in
fisal year 2016, Starting October 1, 2015, states will
receive an increase of 23 percentage points (up fo a
maximum of 100 percent) in their CHIP match rate.
In addition, funding provided in CHIPRA for Medic-
aid and CHIP enrollment and renewal activities will
increase by $40 million (for a total $140 million) and
now be available through 2015,

» Medicaid coverage for former foster care children,
Children up to age 26 who "age-out" of foster care
will be eligible to continue receiving Medicaid (and
EPSDT benefits),

¢ New state option to provide CHIP to children of
state employees. To date, children of state employees
have been excluded from CHIP even whey they meet
the eligibility criteria, but now states can choose to
enroll such children in CHIP, States can implement
this option for its employess if a state agency has not
decreased its annual premium contribution for family
coverage below 1997 levels (adiusted for inflation).
Alternatively, a state car apply this provision on g
case-by-case basis for children where the annual
aggregete amount of premiums and cost sharing a
family pays exceeds five percent of income.

* This enhanced match rate will only apply to states that have expanded coverage for childless adults and parents up to
or above 100 percent of the FPL. These states can also receive the enhanced match rate for newly-eligible parents and
childless adults between their current eligibility level and 133 percent of the FPL. However, ali states will receive their
regular match rate for parents who qualify for coverage under the eligibility rules in place on March 23, 2010.
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Farnities without
health coverage
will be able to shop
antd huy insurance
through state-based
Exchanges.

Exchange Coverage and Tax Credits

Families without health coverage who are not eligible
for public programs will be able to shop and buy af-
fordable insurance through state-based Exchanges.

e Subsides for individuals and families in Exchanges
up to 400 percent of the FPL. Refundable tax credits
will be set so that the premium contribution in 2014
is no more than 3 percent of income for individu-

als with income at 133 percent of the FPL and no
more than 9.5 percent of income for individuals

with income from 300 percent of the FPL up to 400
percent of the FPL. After 2014, the percentages

will be adjusted to reflect annual changes in income
and premium costs. There will be no cost sharing
for preventive services and those with income up to
250 percent of the FPL will receive a reduction in
their cost sharing, expressed as an increase in the
plan's actuarial value.” In addition, all plans will limit
out-of-pocket costs at $5,950 for an individual and
$11,800 for 2 family in 2010, with decreased levels
for those with lower incomes.'® (See Table 2.)

» Income in prior tax year used fo determine eligibility
for premium tax credits. Eligibility will be evaluated
based on modified adjusted gross income in the most
recent tax year, and the accuracy of the information
will be verified, when possible, via federal income tax
data. Procedures will be developed for people who
do not file returns or who experience a change in cir-
cumstances. Under penalty of perjury, applicants will
declare their citizenship and lawful
which will be verified through the Social Security Ad-

residency status,
ministration and the Department of Homeland Secu-
rity. Speciat rules will also exist for counting income
of families with mixed immigration status,

« Certain employees with offers of employer coverage
eligible for Exchange and tax credits. Employees who
are offered employer-sponsored health coverage will
only be allowed to enter an Exchange and receive sub-
sidies if the coverage does not have an actuanal value
of at least 60 percent or the premium costs exceed

5 percent of income. However, those employees
at or below 400 percent of the FPL whose premium
cost is between eight and 9.8 percent of income can
apply their employer contribution toward the purchase
of Exchange coverage (but receive no subsidies).!
Employers with more than 50 employees, whether
they offer coverage or not, will pay fees if a full-t
worker receives premium tax credits in the Exchanges‘

» State options to establish glternative coverage
reforms. States can choose to negotiate with health
plans to provide coverage (at benefit and premium
cost sharing levels allowed under the Exchanges) to
those not eligible for Medicaid with income between
133 and 201 percent of the FPL. These states will re-
ceive 95 percent of the federal funds that would have
been patd toward Exchange subsidies. States can also
provide coverage to lawfully residing immigrants not
eligible for Medicaid with income below 201 percent
of FPL. It implemented in a state, eligible persons will
not be able to receive subsidies and coverage through
the state-based Exchanges. In addition, beginning in

2017, a state can apply for a waiver to establish its

own health reform program that is cornparable to that
provided under health reform,

Table 2: Premium Tax Credits and Cost Sharing Subsidies in 2014

Notes: The premium limit will increase on a sliding scale between the different income tiers. Households with income below 133
percent of the FPL will generally be eligible for Medicaid. Lawfully residing immigrants who are not eligible for Medicaid or CHIP

will be eligible for subsidies.
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After Septembey 23,
2010, children with
emplover-based cov-
arage can no longer
be subject to pre-
existing conditions.
Health plans will atso
be required to add
dependent children
up o age 26 to their
parents' health plan,

Coordination of Coverage Between Medicaid
and CHIP

Under health reform, people will have different
avenues through which they will obtain coverage. A
number of procedures will be established for how
people will navigate among the different pathways,
most notably Medicaid, CHIP, and the Exchanges.

» Screen and enroll procedures between Medicaid,
CHIP, and the Exchanges. Individuals seeking cover-
age through an Exchange, Medicaid, or CHIP will be
screened for eligibility for all programs and referred
to the appropriate program for enrcliment. This "'no
wrong door® concept will ensure that persons will
not have to submit duplicative materials or undergo
multiple enroliment procedures.

# Streamlined and uniform enroliment process. To
ensure the implementation of the “no wrong door”
process described above, a single, streamlined ap-
plication form will be created for persons applying to
either Medicaid, CHIP, or premium tax credits through
the Exchanges. The form will be submitted oniine, in
person, by mail, or by telephone. In addition, states
will be required to establish a Medicaid and CHIP
enroliment website that is connected to a state-based
Exchange. The use of electronic interfaces and data
matches with existing databases and other programs

Health Care Benefits and Access

Health reform defines benefit packages that will be
available through the Exchanges (and individual and
small group markets) and creates a new Medicaid
benefit requirement. In addition, health reform will
include 2 number of iniliative aimed at combating
health care disparities and transforming the health
care delivery system,

* Four benefit packages available within Exchanges,
The four benefit categories (bronze, silver, gold, end
platinum} will vary by actuarial value {a measure-
ment of the percentage of medical expenses paid by
& health plen for a standard population). The basic
bronze plan will provide minimum essential coverage
at the actuarial value of 60 percent and the platinum
plan will have an actuarial value of 90 percent. As
previously described, available cost-sharing subsidies
will effectively raise the actuarial value for those
with income below 200 percent of the FPL. All plans
will be required to provide a basic level of coverage,
including preventive care and pediatric services, but

specific

coverage details will be determined later,

¢ Specialized coverage for children. New health plans,
that become effective after September 23, 2010,
must provide free preventive care and screenings
identified in Bright Futures (the American Academy

will be utilized to verify eligibility at enroliment and
renewal.

« Support for community outreach. States will receive
faderal support to establish “navigators” (eligible
entities include trade and professional organizations,
unions, etc.) to assist with public education and
enroliment. in addition, hospitals that participate in
Medicaid will be allowed to implement presumptive
eligibility for all Medicaid populations.

+ State Medicaid agencies can administer premium
tax credits. State-based Exchanges can contract with
a state Medicaid agency to administer the process for
determining whether an Exchange-eligible person is
eligible for the premium credits.

of Pediatrics’ "gold standard" for preventive care).
Child-only heaith plans will also be available through
the Exchanges. In addition, for health plan years
beginning after September 23, 2010, children with
employer-based coverage can no longer be subject
to pre-existing conditions (for adults this provision
will go into effect in 2014). During the same time
period, health plans will be required to add depen-
dent children up to age 26 to their parents’ heafth
plan (but only if the child is not eligible for a qualified
employer-sponsored plan).

= Higher Medicald reimbursement rates for primary
care. In calendar years 2013 and 2014, states will
receive 100 percent federal funding for the cost of
increasing Medicaid reimbursement rates up to Medi-
care levels Tor specific primary care services provided
by certain physicians. CBO estimates this change

will cost the federal government $8.3 billion over

10 years and will have a positive effect on Medicaid
reimbursement rates even after 2014,
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Health Care Benefits and Access (cont'd)

« Newly-eligible Medicaid adults will receive “bench-
mark” coverage. This population will receive coverage
more limited than what is usually provided under
Medicaid. States currently only have the option to
offer this “benchmark” coverage to some Medicaid
heneficiaries as a result of the Deficlt Reduction Act
of 2005.

e Catastrophic coverage for young adulls. A “young
invincible” individual policy will be available in the
Exchanges for those 30 years or younger. Those who
receive a hardship exemption (available plan premi-
ums exceed 8 percent of income) from the health
coverage mandate can also enroll in this plan.

» Other key provisions impacting coverage and ac-
cess to care. Health reform extends CHIPRA's quality
measures for children to adults in Medicaid, supports
establishment of medical home models, expands
state flexibility to provide family planning coverage
and provides grants to states to develop early child-
hood visitation programs. In addition, health reform
will reduce Medicaid Disproportionate Share Hospital
(DSH) payments to states, allocate $10 billion over
five years to expand community health centers, and
provide extra Medicaid payments to states that pro-
vide in-home or community services.

determuning premium lax credits. MAG! is an individual's
or family’s gross heusehold income with seme adjust-
ments. The MAG! will apply to newly-eligible individuals,
as well as those who qualify under existing eligibility with
exceptions for the elderly, foster chiidren, low-income
Medicare beneficiaries and those receiving SS1

5. The five percent income disregard will streamiine the
process states use for determining eligibility by effective-
Iy changing the eligibility level. For example, for the 133
percent of the FPL Medicaid ceiling, instead of states ap-
plying deductions per applicant they will apply a uniform
eligibility fevel of 138 percent of the FPL.

~

5. These states appear to include Arizong, Washington
DC, Delaware, Hawaii, Mass stts, Maine, Minne-
sola, New York, Pennsylvania, Vermont, Washington, and
Wisconsin,

7, The health reform legislation does not address the
maich tate for children in separate CHIP programs that
will be eventually be moved to Medicaid, The CHIP stat-
ute however may make it possible for states o receive
their current CHiP-enhanced match for these children.

8. Georgetown Center for Children and Families, "En-
acted and Implemented Eligibility Levels for Children,”
(March 1, 2010}, http/iccf georgetown.edu/indes/
cms-filesystem-action?filesstatistics/eligibility%20expan-
sions%20by% 2 Ostate. pdf

4. The actuarial value is @ measwement of the percent-
age of medical expenses paid by a heaith plan for a stan-
dard population. For example, a plan with an actuarial
value of 70 percent will cover 70 percent of the health
care-expenses of an average popuiation, and 30 percent

Endnotes

1. Congressional Budget Office, "Cost Estimate of H.R,
4872, Reconciliation Act of 2010," March 20, 2010.
CBO's 32 million uninsured estimate accounts for those
gaining coverage through the Exchange and Medicaid/
CHIP adjusted for a net change in those receiving
employment-based and individual market coverage.

2. Excludes Medicare recipients under age 6% who also
receive Medicaid. States can cover adulls up to 133
percent of the FPL prior to the 2014 implementation
date. These states will be eligible for the increased FMAP
starting in 2014 since these adults will be considered
newly-eligible.

3. Georgetown Center for Children and Families,
"Eligibility Levels in Medicaid & CHIP for Children,
Pregnant Women, and Parents,” (March 1, 2010),
http//oct.georgetown.edu/index/cms-filesystem-
action?file=statistics/aligibility%20by%2 Ostate. pdf

4. Health reform astablishes a new Modi
Gross Income (MAGH standard, consistent with fax
policy, which will be utilized in Meadicaid, CHIP, and in

will be picked up by individuals,

10. The out-of-pocket level will be tied to the yearly limit
set for the Health Savings Account (HSA) The numbers
provided are for 2010, The HSA imits are reduced by
farnily income as follows: 107 to 200 percent FPL by
two-thirds, 2071 to 200 percent FPL by half; 301 to 400
:nt FPL by one-third, It is not ¢lear if the reduction
:5 1o famities with income at or below 100 percent
of the FPL.

11, The upper percentage amount will most likely be
4.5 percent to correspond to amendments made to the
nercentage Himit for “affordable coverage.”
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On March 23, 2010, President Obama signed comprehensive health reform, the Patient Protection and Affordable Care
Act (P.L. 111-148], into law. The Health Care and Education Affordability Act of 2010 which included changes to the new
law was signed on March 30, 2010. Overall, the new law includes an individual requirement to obtajn health insurance,

a significant Medicaid expansion and subsidies to help low-income individuals buy coverage through newly established
Health Benefit Exchanges. The following summary examines the provisions related to Medicaid and the Children’s Health
Insurance Program (CHIP) included in the new health reform law.

Medicaid Coverage and Financing.

The new law expands Medicaid to a national floor of 133% of poverty ($14,404 for an individual or about $29,326 for a
family of four in 2009) to help reduce state-by-state variation in eligibility for Medicaid and also include non-Medicare
eligible adults under age 65 without dependent children who are currently not eligible for the program. Children currently
covered by CHIP between 100% and 133% of poverty would be transitioned to Medicaid coverage. These changes help to

- provide the base of seamless and affordable coverage nationwide through Medicaid for those with incomes up to 133%
of poverty and then subsidies for coverage for individuals with incomes between 133% and 400% of poverty through
state-based Health Benefit Exchanges. Individuals eligible for Medicaid would not be eligible for subsidies in the state
exchange. For most Medicaid enrollees, income would be based on modified adjusted gross income without an assets test
Or resource test,'

The new law provides full federal financing for those newly eligible for Medicaid for 2014-201¢; 959 FMAP for 2017; 94%
FMAP for 2018; 93% FMAP for 2019 and 90% FMAP for 2020 and beyond. Those newly eligible include individuals with
income above a states’ eligibility level on the date of enactment (March 23,2010} and 133% of poverty, those not eligible
for full benefits, venchmark or benchmark equivalent coverage in Medicaid, individuals eligible for a Capped program
but not enrolled or on a waiting list and those covered in a non-Medicaid state funded program. States that have already
expanded eligibility to adults with incomes up to 100% FPL will receive a phased-in increase in the federal medical
assistance percentage (FMAP) for currently Medicaid eligibte non-pregnant childtess adults so that by 2019 they receive
the same federal financing as other states (93% in 2019 and 90% in 2020).7 States are required to maintain eligibility in
place on the date of enactment of the legislation (March 23, 2010) for children in Medicaid and CHIP through 2019 and for
adults in Medicaid until 2014 (when coverage through new Health Benefit Exchanges is expected to be available].

Children’s Health Insurance Program (CHIP).

The legislation provides funding for CH|P through 2015 (an additional two years compared to current law], continues

the authority for the program through 2019 and requires states to maintajn eligibility standards for children in Medicaid
and CHIP through 2019. CHip eligible children who cannot enrollin the program due to federal allotment caps must be
screened to determine if they are eligible for Medicaid and if not would be eligible for tax credits in aplan that is certified
by the Secretary by April 2015 to be comparable to CHIP in the exchange.

" There is a special deduction to income equal to five percentage points of the poverty level raising the effective eligibility level to 1389 of poverty.
The legislation maintains existing income counting rules for the elderly and groups eligible through another program like foster care, low-income
Medicare beneficiaries and Supplemental Security Income (S5)).

It appears that AZ,DE, DC, HI, ME, MA, MN, NY, PA, VT, WA and W) are expansion states, Expansion states that do not have new eligibles and are
not using Disproportionate Share Hospital (DSH) payments for coverage under 3 waiver would receive a 2.2 percentage point increase in FMAP for
individuals who are not newly eligible up to 133% of poverty. This provision appears to apply to Vermont,

MEDICAID AND CHILDREN’S HEALTH INSURANCE PROGRAM PROVISIONS 1
IN THE NEW HEALTH REFORM LAW Last Modified: April 7, 2010



Benefits and Access.

The new law provides all newly-eligible adults with a benchmark benefit package or benchmark-equivalent that meets
the minimum essential health benefits available in the Exchange. The new law increases Medicaid payments in fee-for-
service and managed care for primary care services provided by primary care doctors (family medicine, general internal
medicine or pediatric medicine) to 100% of the Medicare payment rates for 2013 and 2014 with 100% federal financing

for the increased payment rates. The new law also broadens the scope of the Medicaid and CHIP Payment and Access
Commission (MACPAC] to include all eligible individuals [not just children), establishes the Center for Medicare and
Medicaid Innovation to test payment and service delivery models to improve quality and efficiency, and includes funding for
pilot programs for medical homes and accountable care organizations.

Duals and Long-Term Care.

" The new law establishes the Community First Choice Option in Medicaid to allow states to provide community-based
attendant supports and services to individuals with incomes up to 150% of poverty who require an institutional level of care
through a state plan amendment (SPA] and provides states with an enhanced federal matching rate of an additional six
percentage points for reimbursable expenses in the program. The new law requires the Secretary to improve coordination
of care for dual eligibles through a new office within the Centers for Medicare and Medicaid Services. The legislation also
establishes a national, voluntary insurance program for purchasing community living assistance services and supports
(CLASS program).

Cost Estimates.

The Congressional Budget Office [CBO) estimates that the legislation will increase Medicaid/CHIP coverage by 16 million
from a baseline of 35 million by 2019 with a federal Medicaid/CHIP federal cost of $434 billion from 2010 to 2019 due to
coverage related changes. CBO estimates that the coverage related changes in the legislation will increase state spending
over baseline spending by $20 billion over the 2010 to 2019 period. Other significant federal Medicaid costs over the 2010
to 2019 perfod are related to: improving payments to primary care practitioners ($8.3 billion} and the Community First
Choice Option ($6.09 billion}. Significant federal Medicaid savings over-the 2010 to 2019 period are related to: Medicaid
prescription drug coverage (-$38.14 billion) and reductions in Medicaid disproportionate share hospital (-$14.0 billion).

A more detailed analysis of Medicaid and CHIP provisions in the new legislation follows. A comprehensive side-by-side of
this legislation in addition to other health proposals can be found at http://www.kif.org/healthreform/sidebyside.cfm.
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This timeline highlights the implementation dates for Medicaid and the Children’s Health Insurance Program for provisions
in the Patient Protection and Affordable Care Act {P.L. 111-148] which was signed on March 23, 2010 along with changes
made to the law by The Health Care and Education Reconciliation Act of 2010 which was signed on March 30, 2010. While
major expansions to Medicaid occur in 2014, there are many other health reform provisions that become effective between
2010 and 2014. A timeline reflecting key implementation dates for provisions beyond Medicaid and CHIP can be found at:
http://www.kff.ora/healthreform/8060.cfm.

A summary of the new health reform law compared to pre-reform law for Medicaid and CHIP can be found at:
http://www.kff.org/healthreform/7952.cfm.

Creates a state option to cover childless adults though a Medicaid State Plan Amendment [April 1

I |

Creates a state option to provide Medicaid coverage for family planning services to certain low-income individuals through a Medicaid State Plan
Amendment up to the highest level of eligibility for pregnant women (March 23].

Creates a new option for states to provide CHIP coverage to children of state employees eligible for health benefits if certain conditions are met
{March 23].

Requires coverage for smoking cessation for pregnant women without cost sharing (October 1).

Requires coverage for free standing birth center services (March 23 except if state legislation is required).

Increase the Medicaid drug rebate percentage for brand name drugs to 23.1% (except the rebate for clotting factors and drugs approved exclusively for
pediatric use increases to 17.1%]; increase the Medicaid rebate for non-innovator, multiple source drugs to 13% of average manufacturer price; and
extend the drug rebate to Medicaid managed care plans (January 1 except for rebates for managed care which are effective March 23, 2010).

Provides funding for and expand the role of the Medicaid and CHIP Payment and Access Commission to include assessments of adult services (including
those dually eligible for Medicare and Medicald] (January 1 except for managed care rebates which is effective upon enactment),

s

Provides states with new options for offering home and community-based services through a Medicaid State Plan Amendment rather than through
a waiver for individuals with incomes up to 300% of the maximum SSI payment and a higher level of need and permits states to extend full Medicaid
benefits to individuals receiving home and community-based services under a state plan [October 1].

Establishes a global payments demonstration project for up to 5 states from 2010 to 2012 for large safety-net hospital systems (October 1).

Authorizes a demonistration for stabilization of emergency medical conditions by Institutions for Mental Disease for individuals 21 to 65 who require
stabilization in these settings as required by the Emergency Medical Treatment and Active Labor Act (EMTALA]. Today, these hospitals are denied
payment for care that is required under the EMTALA rules with $75 million in funding [Available October 1, 2010 through December 31, 2015},

Establishes the CMS Innovation Center designed to test, evaluate, and expand in Medicare, Medicaid, and CHIP different payment structures and
methodologies to foster patient-centered care, improve quality, and slow Medicare costs growth. Payment reform models that improve quality and reduce
the rate of costs could be expanded throughout the Medicare, Medicaid, and CHIP programs (By December 31).

Establishes the Federal Coordinated Health Care Office (CHCO] within CMS to align Medicare and Medicaid financing, benefits, administration, oversight
rules, and policies for dual eligibles [By March 1].

Requires the Secretary of HHS to issue regulations to establish a process for public notice and comment for section 1115 waivers in Medicaid and CHIP
{Regulations by September 19].

Extends the 60 days that states have to repay the federal share of 3 Medicaid overpayment to one year or 30 days after an amount is determined through
the judicial processes (March 23].Requires data reporting to MMIS to detect waste, fraud and abuse; mandates states’ use of national correct coding
initiative {January 1}.

* Requires states to implement fraud, waste, and abuse programs by January 1, 2011 and increases funding for health care fraud and abuse control
funding by $10 million per year for fiscal year 2011 through 2020.

Establishes a national, voluntary insurance program for purchasing community living assistance services and supports [CLASS program] (Effective
January 1, 2011 and payout of benefits starting 2016}, i

Prohibits federal payments to states for Medicaid services related to health care acquired conditions (July 1).

Creates a new Medicaid state plan option to permit Medicaid enrollees with at least two chronic conditions, one condition and risk of developing another,
or at least one serious and persistent mental health condition to designate a provider as a health home. Provide states taking up the option with 90%
FMAP for two years for health home related services including care management, care coordination and health-promotion (January 1).

Authorizes $100 miltion in grant funding for states to establish programs for Medicaid beneficiaries to cease tobacco use, control weight, lower
cholesterol, lower blood pressure and/or avoid or improve management of diabetes (Appropriates funds available January 1 available for 5 years].

Creates the State Balancing Incentive Program in Medicaid to provide enhanced federal matching payments to increase non-institutionally based long-
term care services {October 1, 2011 through September 30, 2015).

Establishes the Community First Choice Option in Medicaid to provide community-based attendant support services to certain people with disabilities
(October 1].
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« Establishes procedures for screening, oversight, and reporting requirements for providers and suppliers that participate in Medicaid, Medicare, and CHIP;
imposes a fee on providers and suppliers for screening purposes; requires additional requires billing agents, clearinghouses and alternatwe payees to
register under Medicaid (January 1].

.

Increase spending caps for the territories (July 1, 2011 through September 30, 2019).

Establishes a bundled payment demonstration project for up to 8 states for acute and post-acute care (January 1, 2012 to December 31, 2016).

s |

Establishes demonstration projects in Medicaid and CHIP to allow pediatric medical providers organized as accountable care organizations to share in
cost- savmgs Uanuary1 2012 - December 31, 2016).

« Extends authorization and funding for CHIP through 2015 (2 years beyond the current authorization which is until 2013).

* Extends and increases funding provided in CHIPRA for Medicaid and CHIP enrollment and renewal activities from $100 million in 2013 to $140 million in
2015.

.

Increase Medicaid payments for primary care services provided by primary care doctors with 100% federal funding [For services provided from January 1,
2013 through December 31, 2014).

Provides states with a 1 percentage point increase in the FMAP for preventive services recommended by the US Preventive Services Task Force with a
grade of A or B and recommended immunization for adults if offered with no cost sharing [January 1.

Expand Medicaid to all non-Medicare eligible individuals under age 65 (children, pregnant women, parents, and adults without dependent children) with
incomes up to 133% FPL based on modified adjusted gross income (MAGI) and provides enhanced federal matching for new eligibles (January 1).

Establishes Medicaid coverage (with EPSDT benefits) for children under age 26 who were in foster care when they turned 18 (January 1.
¢ Eliminates smoking cessation drugs, barbiturates, and benzodiazepines from excluded drug list (January 1).

Permits all hospitals participating in Medicaid (with state verification of capabilityl to make presumptive eligibility determinations and allows hospitals
and other providers to make presumptive eligibility determinations for all Medicaid eligible populations (January 1).

* Requires states to: enable individuals to apply or renew Medicaid coverage through a website with electronic signature; establish procedures to enable
individuals to apply for Medicaid, CHIP or the Exchange through a State-run website that must be in operation by January 1, 2014;, conduct outreach to
enroll vulnerable and underserved populations in Medicaid and CHIP. Enrollment website must be operational by January 1, 2014,

* Reduce states’ Medicaid Disproportionate Share Hospital {DSH] allotments [Beginning in FY 2014).

» Permits states the option to create a Basic Health Plan for uninsured individuals with incomes between 133-200% FPL who would otherwise be eligible
to receive premium subsidies in the Exchange. States opting to provide this coverage will contract with one or more standard plans to provide at least

the essential health benefits and must ensure that eligible individuals do not pay more in premiums than'they would have paid in the Exchange and that
the cost=sharing requirements do not exceed those of the platinum plan for enrollees with income less than 150% FPL or the gold plan for all other
enrollees. States will receive 95% of the funds that would have been paid as federal premium and cost-sharing subsidies for eligible individuals to
establish the Basic Health Plan. Individuals with incomes between 133-200% FPL in states creating Basic Health Plans will not be eligible for subsidies in
the Exchanges

Requires states to report annually beginning January-2015 on changes in Medicaid enroliment by population, outréach and enrollrmerit processes and
other data to monitor enrollment and retention of Medicaid eligible individuals. Then HHS would report findings to Congress begmnmg in Aprll 2015
annually on a state-by-state basis.

Requires that CHIP eligible children who cannot enrolt in CHIP due to federal allotment.caps must be screened to determine if they are ellglble for
Medicaid and if not would be eligible for tax credits in a plan that is certified by the Secretary by Apn{ 2015 to be comparable to CHIP in the exchange

Provides for a 23 percentage point increase in the CHIP match rate up to a cap of 100% begmmng in October 1 2015.

For additional information, see http://www.kff.org/healthreform/8064.cfm.
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health reform to inform families about the chance to
enroll their uninsured children in Medicaid and the
Children's Health Insurance Program (CHIP). Fven
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ment - or “welcome matl effect” - was one of the
; ‘a}c‘r reasons why the country succeeded in reducing

the uninsured rate of low-income children by over a

third in the past decade.?

"Hoidir fcaid and CHIP Along with
serving as a potentiaily powerful fool for raising aware-
ness about Medicaid and CHIP, the health reform
legislation includes some provisions that directly
strengthen the programs. Most notably, as of the
PPACA's March 23, 2010 enactment date, states are
required to “hold steady” when it comes to Medicaid
and CHIP coverage. Specifically, the PPACA reguires
that states maintain eligibility standards and enroil-
ment procedures for children in Medicaid and CHIP
until October 1, 2019, and for most adults — primarily

of uninsured children were already eligible for these
public programs.® If passage of health reform is used
o help spur the families of these children to enroll
them in coverage, it may be one of the most powerful,
early henefits of the legislation.

. Strengthening the {}m}m‘%? nity for

amities o Enroll Thelr Uninsured Children
n Medicald and CHIP

With health reform “in the news,” many families are
seeking information about what the legislation means
for them. This creates an important opportunity to
raise awareness among eligible families that their
cure coverage through Medicgid o
CHIP. A simila iyndm ic occurred in 1997 after C 11F
s enacted into law. The excitement in the media
and among sta‘tea leaders over the new program caused
many families to come forward, seek more informa-
tion, and apply. in many cases, it turned out that
their children were eiigébie for the existing
program. This unintended boost to Medicaid enroll-

children could s¢

Medicaid
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parents - in Medicaid until January 1, 2014, when
the new health exc
sures that Medicaid and CHIP will remain available to
families as health reform is being implemented, and
that states cahnot impose new papbrwc rk barriers io
errolling in and retaining coverag

anges are operational. This as-

. Inthe absence of
such a requirement, some states mgm have scaled
back on Medicaid or CHIP coverage in fight of their
serious fiscal problems.

New Cover Fortal. A complementary provision to
r@,achmg uninsured children eligible for Medicaid and
CHIP 15 a new requirement that, by July 1, 2010,
Health and Human Services (HHS) work in consuita-
tion with states to establish a website (and possibly
other tools) that will provide state-level information
about affordable health coverage options, including
Medicaid, CHIP, and the new high risk pools (see
itern 5). While families still will need to apply for and
enoll in Medicaid or CHIP through their states, the
portal should help thern to tearn about and connect
with these programs and other

&

sources of Loverage.,
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2. Covering Uninsured Young Adults on a
Parent's Plan

For families with young adulls up to age 26 who are

in need of coverage, the health reform law includes

an importarit new provision to cover them under a
parent’s insurance policy. Currently, most health plans
that provide family-based coverage cover children only
untif age 19 or 20 (unless they are in college full-time
or a state law requires coverage until an older age). As
a result of the PPACA, young adults or "dependents”
up to age 26 will qualify for coverage under a parent's
policy that offers dependent coverage. The new policy
goes into effect for health plan years that begin after
Septemnber 23, 2010. It applies to all health insur-
ance policies thet provide dependent coverage, i.e.,
existing and new family coverage policies offered in
the individual and group markets, (A group plan gener-
ally refers to one offered through an employer.) With
young adults representing 28 percent of the uninsured
population, this provision will provide an important
new option for many families.

HHS will issue regulations defining “dependents”

for purposes of the new rule. The statutory language
leaves oper the possibility for a broad definition that
includes, for example, a full-time student or a married
adult child {although the law stipulates that plans

are not obligated to cover any of the young adult’s
children). Before 2014, existing employer health plans

are not required to cover a young adull who has access
to coverage through his or her own job. This provision
does not apply for plan years beginning after 2014.

The new coverage will not be free to families. Instead,
they will need to select the family-coverage option
from their employer plan (or when purchasing cover-
age in the individual market), which typically costs
more than employee-only (or employee/spouse) cover-

age. Insurers may adjust their rates for family-based

coverage upward across-the-board to reflect that they
expect 1o cover more young adults, but any increases
should be relatively modest, especially compared to

the benefits of obtaining coverage for these uninsured

young adulis.

3. Providing Preventive Coverage and
Screenings at No Cost

As part of the effort 1o encourage greater use of pre-
ventive care, the PPACA requires new insurance plans
in the individual and group markets, issued after Sep-
tember 23, 2010, to provide specific preventive ser-
vices without cost sharing. For children, this includes

COF.GEORGETOWN EDU

preventive care recommended by Bright Futures, an
initiative by the American Academy of Pediatrics and
the HHS Health Resources and Services Administra-
tion {HR3A). For example, families with new plans are

expected to no longer face co-insurance or co-pay-
ment charges for well-child visits, vision and hearing
tests, various health and behavioral assessments,
and developmental screenings. Further guidance is
required to clarfiy what consitutes a "new plan.®

In addition to the Bright Futures’ requirements, the
PPACA requires that new health plans cover preven-
tive services for children and adults recommended
by the United States Preventive Services Task Force
and immunizations recommended by the Advisory
Committee on Immunization Practices of the Cen-
ters for Disease Control and Prevention. New health
plans must also cover, at no cost, preventive care for
women, such as screenings for cervical cancer and
mammograms, recommended by HRSA,

APRHL 2010 EARLY WINS FOR CHILDREN AND FAMILIES



Health reform is de-
signed to very quickly
susure that children
with pre-existing
conditions can securg
coverage. ‘

4. Covering Children with a Pre-Existing
Condition

A maijor purpose of the PPACA is to transform the way
the insurance industry operates, such as by making it
easier for people with illnesses or chronic conditions
to secure affordable coverage. While many of these
broader changes will not be implemented until 2014,
health reform is designed to very quickly ensure that
chitdren under age 19 with pre-existing conditions
can secure coverage and 10 han the insurance indus-
try's use of other particularly egregious practices (see
item & for other early improvements).

Currently, “pre-existing condition exclusions” can be
applied to families with insurance in many situations,
which means that they may be denied coverage for
services related to a child’s (or other family member's)
particular health condition. Such exclusions can be
applied on a time-limited (e.g., 12 months) or even
permanent basis, depending on the type of health
plan and a person's previous coverage history.® Begin-
ning with health plan years in effect after September
23, 2010, the PPACA bans the use of pre-existing
condition exclusions for children's coverage. As a
result, a child with asthma, for example, who is on a
parent's employer plan no longer can be denied cover-
age for services related 1o his or her asthma.

Along with banning the use of pre-existing condition

5, Establishing Temporary High-Risk Pools
for Uninsured People with ?r&—uﬁxmimg
Conditions

Currently, 35 states operate some type of high-risk
pool to provide coverage 1o those who are uninsur-
able, although many have sharply limited enrcliment.
in 2008, these pools provided coverage to about
200,000 enroliees.” The PPACA establishes a new
$5 billion national high-risk pool program to help in-
crease the number of people who can obtain coverage
due to a pre-existing condition while broader health
reform is being implemented. The pools are expected
to operate in every state, and {¢ be available from July
1, 2010 through January 1, 2014. States will have
the option 1o set up a pool (alongside a current state
high risk pool or through other existing coverage op-
tions) or leave implementation to HHS.2

Eligibitity, To enroll in 2 pool, a person must be a citi-
zen or lawfully present immigrant, have a pre-existing
condition, and be uninsured for six months prior to
applying for coverage.® There are no age limits to the
pools so children, their parents, and other aduits pre-
surmably could be eligible for the program, although it
is not clear whether family coverage wili be avail-
able in the pools (meaning that children may need

to obtain an individual coverage plan). With funding
limited, HHS may need 1o establish guidelines on

exclusions, HHS officials have said that they will is-
sue regulations to ensure that the insurance industry
y not selling
an insurance poiicy o fa.rmi ies w;ih & sick or disabled
children.® This would take the early insurance reform
improvements for children one 4"rep further, providing
much-needed relief for families with sick or disabled
children who simply cannot secure any insurance
for their children in the current individual insurance
market.

While health reform provides immediate relief from
pre-existing condition exclusions
not until January 1, 2014 that insurance companies
are expected o face legal constraints on raising
premiums for someone who is ill or has a chronic
condition. As a resull, it will be important to monitor
whether insurers respect the law's intent 1o ensure

for children, if is

that children with health care problems can immedi-
ately secure affordable coverage or if they will attempt
to disregard it, such as by sharply raising premioums
for those families with disabled or sick children.

CCR.GEQRGETOWN.EDU
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enrﬁ!!ment saps-and-waiting lists,-and potentialy ——
g envoliment priorities,'?

( afits, Premiums in the pools
will be based on the “standard rate for a standard
population.”*! As a result, enroliees with pre-existing
conditions will pay premiums that are comparable
to what someone without their conditions would pay.
Plans will be expected to cover at least 65 percent of
health costs that an average family will incur'? and
to limit out-of-pocket costs (including co-payments
and deductibles) based on the federal timits eqtab
lished for high-deductible plans (in 2010, $5,95
for an individual or $11,900 for a family). These ccst
protections will be a significant improvement for these
families, however, without a subsidy 1o help families
purchase the coverage, a "standard” premium for
high-risk pont coverage could still remain too expen-
sive for some families,



There are 5 number
of early veforms that
will make it easier for
farilies to keep and
use thelr Insurance
CONRLBEE.

Tax cradits for small bus

6. implementing Other Early Reforms Impor-

tant for Children and Families
Some additional for children and families
inciude:

“early wins"”

v Medicat

Support for n ¢ and CHIP expans
Health ca
to expand eligi
in Medicaid and CHIP. This includes exercising the
options made available to them under the Children's
Health Insurance Program Reauthorization Act (CHIP
RA), which was signed into law by President Obama
in February 2009, In addition, through the PPACA,
states can phase in coverage for adults up fo 133
percent of the federal poverty level prior to 2014
implement this option, states will only need to submit
@ state plan amendment. Until 2014 (when states wil
receive an enhanced match rate in Medicaid for this
‘newly eligible” group), states will receive their reguiar
Medicaid match rate for this poputation.

re reform provides states with the flexibility

bility further or simplify enroliment

i

3

CHIP option for children ¢ ¢ employess, To date,
children of state employses have been excluded from
CHIP even whey they meet the eligibility criteria,

but now states can chouose to enroli such children

in CHIP. States can implement this option for ifs
employees if a state agency has not decreased its an-
nual premium contribution for family coverage below
1997 levels (adjusted for inflation). Alternatively, a

s, There are a number of
car ty reforms that wzH make it easier for families to
keep and use their insurance coverage. Unless other-
wise noted, sach of these provisions goes into effect
after September 23, 2010, when a new health plan
year begins,

= All insurance plans, current and new, can no

longer establish lifetime limits. In addition, new
individual plans and all (existing and new) group
plans cannot have “restrictive” annual limits

{with no annual limits after 2014).

= No insurer can rescind coverage once a
envolled (for example, if a person is sick) except
in cases of fraud and misrepresentation.

& pErson is

¢ New plans must establish internal and external
processes through which people can appeal cov-
arage determinations and claims.

s People enrolling in new plans will have greater
flexibility in designating who they want as a pri-
mary care provider (such as an OB/GYN) and will
no longer have to oblain prior authorization for
emergency health care.

= Beginning in fiscal year 2010, states will receive
grants ($30 million in the first vear) to develop
consumer assistance programs to help families
with enrolling in coverage, educating them on

state can apply this provision on a case-hy-case bd is
for children where the annual aggregate amount of
premiums and cost sharing a family pays exceeds five
percent of income.

5. To encourage small
employers to offer health insurance coverage, the
PPACA immediatly provides tax credits to employ-
ers with fess than 25 full-lime employees. Eligible
employers must pay an average salary of $50,000 or
less per year and cover at least 50 percent of their
workers’ health costs. From 2010 through 2013,
these employers can receive a tax credit up to 35
percent for premiums paid to their workers. in 2014,
the credit is available to fewer employers and is time-
limited but the rate increases to 50 percent.

their rights with respect to insurance coverage,
and helping them to file complaints and appeals.

«  Starting in 2011, Jarge group policies must
spend at least 85 percent, and small group or in-
dividual policies at least 80 percent, of premium
dollars on medical care and quality improvement.
If insurers spend less than is required by these
“medical loss ratio” standards, they must refund
the difference {o enrolless.

s The Secretary of HHS and states will establish
starting in the 2010 plan year, an annual review
process to identify “unreasonable increases in
premiums,” States will receive grants until 2014
to support this process. After 2014 the Secretary
of HHS will monitor the Exchange plans.

"o
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apply a pre-existing condition exclusion to pregnancy, ge-
netic information, or newborns enrolled within 30 days of
birth. Finally, a group plan can only look back 6 months
for a health condition that was present (and for which &
person received treatment) before the starl of coverage.
Under federal law, individual insurers face no restrictions
on the use of pre-existing condition exclusions excep!
that states are required to make sure that peeple who
leave group plans with pre-existing canditions are subse-
quently able to get health insurance {(which many states
provide through high-risk pools). Note that state law may
offer more generous protections.
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2010).
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