Health Care Reform Update 5/19/2010
 

Employers of all sizes and from all industries are scrambling to figure out what the passage of health reform means to them.
 

This update should help you understand the implications for employer groups for 2010.
 

The first thing to note is that most of the changes in the reform legislation are not slated to take effect until 2014.  For that reason it is wise to focus on the more immediate changes.  For our purposes we will also limit our update to the changes that directly affect employer group planning.

At the bottom of this message is a link to our website where we will post and archive documents and links that you can use for additional detail and guidance on these and other specific subjects regarding the Patient Protection and Affordable Care Act (PPACA).
 

1.  Dependent children up to age 26 are eligible for coverage on group (and individual) policies as of 9/23/10 (10/1 policy effective date).   Colorado regulations already stipulate similar coverage requirements for fully insured groups.  The reform provision will now apply to all groups with fully insured or self-funded plans.

 

2.  Group health plans will be required to remove lifetime coverage limits (immediately for newly purchased plans and by 9/23/10 for existing plans – effective at their 10/1 or later renewal).

3.  Very few annual limits on care within a plan will be allowed by the Secretary of Health and Human Services. 

4.  Children will no longer be subject to pre-existing condition exclusions effective 9/23/10 (adults in 2014).

5.  Carriers cannot rescind/terminate coverage except in cases of fraud or willful misrepresentation.
 

6.  All group plans will need to provide specific (A rated) preventive care services at 100% coverage.  On our website (below) you can see the Guide to Preventive Services which lists and explains the relevant preventive services rated A or B as well as providing a wealth of other information.  You can also use another link on our site to find the preventive rating for any service.
 

7.  Tax credits are available for employers of 25 or fewer employees with average annual wages below $50,000 that provide qualifying health insurance.  This may be a significantly positive provision for those employers.  Details are provided on the IRS website (link posted on our website).  On the IRS page there are three links at the bottom of the first page which you may want to review; "tax tips", "guides" and "frequently asked questions".  The FAQ will provide the most information.  The tips link is a more summarized source.  And the guide is a quick way to determine your eligibility.  We recommend you discuss the tax implications with your CPA.
 

8.  Insurance companies will be required to show that they are spending at least 80% of premium for small groups and 85% for large groups on clinical services and quality of care efforts.  If they do not meet the medical loss ratio they will be required to provide rebates as of 1/1/11.
 

9.  A process will be established to review rate increases and require insurance companies to justify their increases.  States are to report on increase trends and recommend companies be excluded from the Exchange (a state run insurance clearinghouse effective in 2014) based on unjustified premium increases.
 

Note:  The act improves plans’ coverage and makes health insurance more accessible to those with health conditions.  These changes will very likely result in higher premiums.  The medical loss ratio requirements in #8 above are intended to ensure that the insurance companies do not arbitrarily pad their rates.  However, there are no provisions in the reform legislation that address the increasing cost of care and or the rising rates of chronic health conditions in the United States, both of which are major factors in our healthcare crisis.
 

Please keep in mind that while the legislation is over 2700 pages long it is just an outline.  Some estimates are that the final regulatory language to clarify all aspects of the act will require over 200,000 pages. So, we expect to see waves of clarifications and guidance for years to come.  Of course, we will continue to monitor those developments and provide you with the relevant information as well as our consulting expertise throughout the process.
Neil-Garing’s website for additional information:  http://www.neilgaring.com/productsHR.htm 
 

To all, thank you for your interest!   
 

To our clients, thank you for your business!
 

The Neil-Garing Employee Benefits Department
