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Key Specifications Related to Health Insurance Coverage
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Important Caveats Regarding This Preliminary Analysis
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A Summary of the Specifications for
Health Insurance Coverage Provided by the
House Tri-Committee Group

July 14 2009

I"#$%&'%'()*+(3$,)-'&$%&'"./(/'0(lincluding the establishment of an individual mandate
to obtain insurance, an expansion of eligibility for the Medicaid program, and the
creation of new insurance exchanges through which certain peoplexcocidise
subsidized coveragewould be implemented beginning in 2013.

All legal residents would be required to enroll in a health insurance plan meeting certain
minimum standarder face a tax penalty (described below). Individuals not required to
file atax returnwould be exemptrom the penaltyexemptions for hardship and other
reasons would be determined by a newiaddpendent federal agency overseeing the
health insurance exchang@sso described below).

Thepenalty assessed on people who wodubject to the mandate but did not obtain
insurancevould equal & percent of the difference lveten theiradjusted gross income
(modified to include tax-exempt interest and certain other soafégesome)andthe tax
filing threshold. The amount of the penalty could not exceed the national average
premium for plans offered in the exchanges.

New health insurance policies sold in the individual and group insurance markets would
be subject to several requirements regarding their availability and benefits. Insurers
would be required to issue policiesall applicant@nd could not limit coverage for

people with preexisting medical conditions. In addition, premiums for a given plan could
0'2$.)&3$4#5)6(#3$'7$#0&**##(+$BE)t20uld vary because of theige by a factor of

two (under a system known as adjusted community rating). Individual policiesdtet
purchasedbefore2013 and maintained continuously therea®€r9$4#$:;&)097)2"#&#9<=$
meaning that they would not have to conform to the new bukeswould still fulfill the
individual mandateExisting group policies would have to conform to the new rules by
2017.

In order to fulfill the individual mandate, policies that were not grandfathered \wautl

to coverabroadly specified minimum benefit packagéhich was assumed to have the
same scope of benefits as seen in a typical employer-sponsored plan) and wotdd have
havea minimum actuarial valuef 70 percenaind a limit on out-of-pocket costs no

greater than $5,000 for individual coverage $h@,000 for family coverag€A health
/0(6&)05#%%*)0¢fBarial value reflects the share of costs for coveredcssrpaid by the
plan.)After 2013, themaximum levels of thoseut-of-pocket caps would be indexed to
general inflation.



The proposal wdd establish a national exchange throudtich certain individuals and
employers could purchasealth insurangestates could also opt to operate their own
exchangegeither one per state or one covering several states). All insurance plans sold
throughan exchangevould be required to cover thbasic benefit packagdescribed
above..>0")05#9=%$%%*)0($8'@have an actuarial value of 85 pere&)09%:%8&#,/6,=$
plans would have an actuarial value of 95 percent.

Except as specified below, individuals dadhilies who enroll in exchange plans and

have incoméetween 133 percent and 4@€rcent of the federal poverty level (FPL)

would be eligible for premium subsidies and cost-sharing subgstiedable below).

Federal premium subsidies in a given area would be tied to the average premium of the
three lowest-cost plans providing basic coverage in the exclvatiyg area. The
subsidiesvould limit an#0&**##+($5'02&/46 8 @Fpercentage of income ranging from

1.5 percent to 1D percent (see table); those caps would not be indexed oveitime.
federal government would fully fund cost-sharing subsidies, whakid increase the
)526)&/)*$.)*6#$' 7T PHO& **##(+$5" #&),#$2'$(%#5/ M43 aAsH&fcome.

(Percent)
Start of Tier End of Tier
Income | Premium | Income | Premium | Actuarial
Relative Cap as Relative Cap as Value of
Subsidy tothe Share of tothe Share of Coverage
Tier FPL Income FPL Income in Tier
1 133 15 150 3 97
2 150 3 200 5 93
3 200 5 250 7 85
4 250 7 300 9 78
5 300 9 350 10 72
6 350 10 400 11 70

Eligibility for subsidies would be determined on the basis of adjusted gross income
(modified to include tax-exempt interest and certain other types of income). Participants
would have to providenformation from their prior-year tax return durindgdl open

enrollment period for coverage during the next calendar year (for example, tax return data
on incomereceived in 2011 would be provided when applying in the fall of 2012 for
subsidies to be received in 2013). Each exchange would be given authority to obtain such
information about taxpayers from the Internal Revenue Seagicecessary to verify the
informationprovided on income from the prior year. Individuals whorditi qualify for

a subsidy on the basis of their prior-year income would be allowed to apply for a subsidy
onthe basis of specified changes in their circumstances. Individuals receiving subsidies
would be required toeport changes in income and family compositioning the year

and if changes occurreayould have their eligibility redetermined.



People not enrolled in other coverage would be allowed to purchase insurance in an
exchange at their own expense. Employers meeting specified size requirements would
also be allowed to let their workers choose any of the plans available in the exchange (in
which casetheworkers would not receive subsidsa the exchangeut would be

subsidized by the tax exclusion for employment-based potita®xists under current

law).

A :public plansrun by the Department of Health and Human Services, would be offered
throughthe exchanged.hat planwould pay Medicare rates plus 5 percent for physicians
ard other practitioners (and those rates would not be determined by the sustainable
growth rate formulaised in Medicare but instead were assumed to gitwthe

Medicare economic indg¢xMedicare rates for hospitals and other services and supplies
that areon fee scheduke and negotiated rates for drugs arher items and services that
arenot on a fee schedule. Medicare providers would not be required to participate in the
public plan.

Eligibility for the Medicaid program would be expanded to alleldarly individuals and
families with income at or below 13#rcent of thé&PL. The federal government would

pay 100 percent of the costs of newly eligibieollees. States would be required to
maintain their current eligibility levels for existing groupdefinitely. The federal
government would fully subsidize the cost for some parents and childless adults who are
currently covered by Medicaid under existing waivers that expand coverage. People
eligible for Medicaid could not receive subsidis anexchange.

Newborns who would otherwise be uninsured would be automatically enrolled in
Medicaid for 60 days (with the federal government paying 100 percent of their costs
during that period), at which point there would be a determinafitreir eligibility for
Medicaid or for subsidies provided through an exchange.

Medicaid payment ratder primary care services would be increased to 80 percent of
Medicare rates in 2010, 90 percent in 2011, and 100 percent beginning iTR812.
federal government would pay 100 percefithe cost of those increases.

There would be a maintenancgeffort requirement for the 'C9&#0+($?#)*2"$@0(6&)05#3$
Programthrough 2013, at which point the program would be terminated.

Firms withanannual employee payroll above $100,088uld besubject to aplay-or-
pay=requirement. Employers coulth*)3=%$48fering coverage that meets the minimum
benefit standards described abavd making a minimum contributicloward the
premiumg(72.5 percent for individual premiunasid 65 percent for family premiums).

Firms that do not meet those requirements would be subject to a payroll tax, with the rate
depending on their annual payroll, as followge2cent, for firms witta payroll between
$250,000 and 300,000; 4 percent, for firms withpayroll between $30,000 and

$350,00Q 6 percent, for firms witla payroll between $35000 and $400,000; and

8 percent, for firms witha payroll above $400,00Employers could"" (#$2'$:%6*)3=$7'&$

full- 2/, #%$#,%*' 3##($)09%$:%) 3or part-time employeeand could also make separate



elections for separate lines of busing€ssiployers offering coverage would also be
required to autmaticallyenroll workers irsingle coverage.

In 2013, full-time employees with an offer of employer-sponsored insurance would not
be permitted to receive subsidiga anexchange (under an approach known as a
71&#8)**=A hereafter, those employees could recémeesubsidies only if their
contribution for that coverage was deemed unaffordaklbich would be defined as
exceedindll percent of their income. Part-time employees could receisibsidies

with no restrictions. Beginning in 2014, employers offering coverage would be required
to pay the exchangepercentagef their average payroll per worker for each employee
obtainingcoverage witlthe exchange. The percentage would be the same one that
appliedif the firm was subject to the play-or-pay penalty (and thus would vary with the
7/&,+($2'2)*$%)38&s described above).

A tax credit for small employers would be available. It would be permanent, not
advanceable or refundable, and would phasesernployerssize and average wages
increasedThe smallest firms with average wages below $20,000 would receive a credit
equal to 5(percent othe employet(share of premiums. The credit would phaséfor
employers with between Hhd25 employees and average wages between $20,000 and
$40,000and would not be available for workers with wages above $80t08€e wage
amounts would be indexed to the consumer price index.
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