To:        All Employees

From:    Director, Human Resources
Date:

RE:        Health Care Reform Legislation

As you have likely heard, final legislation recently passed both the House and the Senate. President Obama signed the Patient Protection and Affordable Care Act (HR 3590), on March 23, 2010, and the Reconciliation Bill, Health Care and Education Affordability Act (HR 4872), on March 30, 2010.  The PPACA was 2,100 pages, and the reconciliation bill was another 153, and the manager's amendment was another 300. This is the largest piece of social legislation that we've seen since Medicare in 1965. There will be massive regulatory guidance around how to comply with this legislation. This is just the beginning.
So the purpose of this communication is to give you the highlights and effective dates for major provisions of the new legislation, based on preliminary information.  We will keep you informed of important developments and will try to answer any questions or concerns you may have. You may also want to review information on the new legislation yourself. Two helpful resources are http://www.healthreform.gov/  and http://www.whitehouse.gov/Issues/health-Care. 

We also want you to know that we remain committed to providing our employees with health care benefits.  As far as we can determine at this time, if you currently have coverage through our group health plan or through your spouse’s plan, there are no immediate changes as a result of this legislation.  We’ll keep you informed, as we continue to learn more so we can assess the law and its short and long term impact.
Overall, long term highlights: 
1. The goal of the law is to extend health insurance coverage to approximately 32 million Americans who are currently uninsured, making insurance available to an estimated 95% of non-elderly citizens by 2019.

2. In 2014 health insurance exchanges, administered by the states, will be created to make it easier for the self-employed, the unemployed and small businesses to purchase coverage. 
3. Starting in 2014 and by 2016, all individual citizens must purchase insurance if they do not have insurance through an employer or pay a penalty. The penalty will be $95 in 2014, $325 in 2015 and in 2016 the greater of $695 or 2.5 percent of income. Families will pay half the amount for children, up to a cap of $2,250 per family. Subsidies to purchase insurance in the form of tax credits are provided to individuals making up to $43,000 and to families of four making up to $88,000, or 400 percent of the federal poverty level. There is a hardship exemption for poorer Americans.
4. The law assess a penalty on Employers who do not provide health insurance if they have 50 or more employees (full-time equivalents). The penalty is a tax of $2,000 per employee.  This tax assessment does not buy health coverage for its employees.  Assistance is provided for mid-size businesses by exempting the first 30 employees when calculating the tax. 
5. Because the law requires all individuals to have health insurance, insurance companies can offer more coverage by removing provisions for pre-existing conditions, offer unlimited out-of-pocket expenses for essential services and charge less premiums for those with expensive medical history. 

6. Medicaid will be expanded to cover everyone with income less than 133% of the federal poverty level--$29,327 for a family of four. 

7. Medicare prescription drug coverage will be expanded.  Under current law, Medicare stops covering drug costs after more than $2,830 is spent, but starts paying again after an individual’s out-of-pocket expenses exceed $4,550. Under the new law, seniors who hit the gap (so-called “donut hole”) this year will get $250 to help cover their medication costs. Starting in 2011, they will receive a 50% discount on brand-name drugs. In subsequent years, the discounts will be expanded and apply to generic drugs, with the expense picked up by the government. By 2020, the discounts will reach 75%. 
To pay for the new benefits:  

The cost of the health care reform was initially projected to be $940 billion over the next 10 years, although recent projections are higher.  It’s also projected to decrease the federal deficit by $143 billion. To help pay for the plan:
· Medicare outlays will be reduced by eliminating waste, fraud and abuse. 
· Starting in 2012 new federal tax of $2 per enrollee will be built into carriers’ premiums to fund research to help determine and promote “best clinical practices”. 

· Starting in 2013, single taxpayers making $200,000 or more and couples earning $250,000 or more will see a 0.9% increase in Medicare payroll taxes and a 3.8% Medicare tax on unearned income. 
· Also starting in 2013 a new tax of 2.3% on some durable medical devices goes into effect.  In addition, new fees will be assessed on pharmaceutical companies.

· Starting in 2018, a 40% tax will be imposed on high-level “Cadillac” plans valued at more than $10,200 for individuals and $27,500 for families. The thresholds are higher for retirees and employees in high-risk professions ($11,850 for individuals and $30,950 for families).

Major Provisions With Effective Dates
Within 90 days of enactment
· Provides access to high-risk pools for individuals who have no insurance because of pre-existing conditions.  Washington State already has a high risk pool, but the State is setting up and requesting government funds to establish the additional high risk pool.  
Within six months, as plans renew starting October 1, 2010 and after
· Prohibits insurers from denying coverage to children (under the age of 19) who have pre-existing conditions.

· Prohibits insurers from imposing lifetime caps on coverage for “essential” benefits (yet to be defined).
· Emergency services will always be paid as “in network”.  

· Enrollees may now designate any in network doctor as their primary care physician.  
· Requires new plans to provide coverage for preventive services (yet to be defined) without deductibles and co-pays. 

· Young people under their parents’ plans remain eligible to age 26 (was previously to age 25 in WA State, by law for fully insured plans).
· “Full time employees” for purposes of health care reform are defined as employees working 30 hours or more per week, averaged over a month. 

Within a year
· Provides a $250 rebate to Medicare prescription drug plan participants whose initial benefits have been exhausted.

2011
· Starting January 1, 2011 over the counter drugs will no longer be reimbursable under an FSA, HRA or HSA unless prescribed by a doctor.

· Employers must report the cost of employer sponsored health benefits on employees’ W-2 starting with the 2010 tax year.  
· Creates a new public long term care program and requires all employers to enroll employees, unless the employee opts out.

· The penalty on distributions from an HSA that are not used to offset qualified medical expenses increases from 10% to 20%. 
2012

· A new federal tax of $2/enrollee will be built into carriers’ premiums to help fund research to determine and promote “best clinical practices”; does not apply to self insured plans or government entities.
2013
· FSA maximums will be capped at $2,500, indexed by the Consumer Price Index in subsequent years.
· Increases the Medicare payroll tax and extends the tax to dividends, interest and other unearned income for individuals earning more than $200,000 and joint filers making more than $250,000.
· Additional employer communication requirements with employees go into effect.  
· Requires health plans to implement uniform standards for electronic exchange of health information to help reduce paperwork and administrative costs.

2014
· Requires most people to obtain coverage or face penalties.

· Requires most employers to provide coverage or face penalties.

· Provides subsidies for families earning up to 400% of the federal poverty level, or approximately $88,000 a year, to purchase health insurance.
· Additional employer reporting requirements start – 

· notification to employees of Exchanges; 

· Employee free choice vouchers start

· documentation to employees and IRS about coverages provided

· State Exchanges start
· Preexisting condition exclusions end 

· Essential benefits will be defined and all plans must comply:

· All essential benefits will be mandated and must be included

· All annual plan limits must be removed

· Cost sharing and out of pocket limit minimums must be met 
· Wellness incentives can be increased
2018
· Imposes a 40% tax on high-end “Cadillac” insurance policies.

2019
· The goal is to expand health insurance coverage to 32 million uninsured by this time. 
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