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How We Got Here

A broken system

* Access Issues
— 49 million uninsured
— 14,000 Americans lose health insurance coverage everyday
— Insurance companies operate as monopolies in certain states
* Alabamais 75-90% BCBS

— 45 states allow insurance companies to deny patients with pre-existing
conditions (Exceptions: MA, ME, NY, NJ, VT)

» Cost Issues

— The cost of health care for the average American family is $16,771
Half of all bankruptcies are related to medical expenses
Health spending almost 2x as much as other industrialized countries
Projected Medicare bankruptcy by 2017
Worse health outcomes (according to the World Health Organization)
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A Quick Look at History

1934 — FDR’s
New Deal.

1950s — Growth of
employer-sponsored

insurance

1912 - TR
calls for
universal public
coverage subsidies

1970s — Attempts
by Presidents
Nixon and Carter,
Sen. Ted Kennedy

1940s — 1965 — Medicare 1993 — Clinton
Truman: and Medicaid proposal defeated
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How We Got Here
The process for this bill was lengthy

2009
* Feb : Roundtable discussions

* Feb - May : Committee
hearings

* May - Sept : Committee
passage of bills

* The summer backlash —
August tea parties

» Sept : President Obama’s Joint
session of Congress speech

» Sept: Support from key
interest groups, i.e. AMA,
AARP, Business groups

* Nov & Dec : House and
Senate passage of bills

2010

Jan: Started merging bills —
interrupted by the MA election
and new lack of 60 vote
Senate coalition

Feb: Bipartisan Summit with
President Obama

March 21st; House Passage
of the Senate bill

March 25%: Senate passes
final package of fixes
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How We Got Here
You Shaped the Process
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The New Health Reform Law:

Patient Protection and
Affordable Care Act
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Expanding Coverage

State health insurance exchange -- new
regulated marketplace for health insurance
— An “Orbitz for health insurance” regulated by government
— Place where private insurers offer plans to consumers
— Required to have certain benefits
— Competition on price and quality of plan

— Open to individuals without health insurance and to small
businesses

— Members of Congress & staff must purchase their own
insurance through exchanges

Begins 2014

Expanding Coverage

Exchange subsidies
— Make premiums more affordable

— Based on a sliding scale, premiums are no
more than a certain percentage of income
(roughly 2-10%)

— Subsidies to lower out-of-pocket spending

— Eligibility up to 400% of Federal Poverty Level
($43,320 for individuals; $88,200 for family of
four)

Begins 2014




Expanding Coverage

Medicaid expansion
— Expansion of Medicaid eligibility to capture many
working poor who fall just above federal poverty line.
* Eligibility expanded to 133% over the poverty level
* Childless adults covered

— Financed 100% by federal money for first two years,
then ~90% match for all states

— Primary Care reimbursement through Medicaid would
rise to match Medicare rates by 2013

Begins 2014

Expanding Coverage

» Between new subsidies and Medicaid expansion
~ roughly 30 million newly insured

» Congressional Budget Office (CBO) estimates
expansion will raise insured from 82% to 95%

* Most likely to gain new insurance: low to middle
income who earn too much for Medicaid, small
business employees, and the self-employed




Shared Responsibility

Individual Mandate: starts in 2014

» Tax for choosing not to enroll (by year)
2014 - $95 or 1% taxable income
2015 - $325 or 2% taxable income
2016 - $695 or 2.5% taxable income

» Applies to U.S. citizens and legal immigrants

— Exemptions for religious objection, American Indians,
those without coverage < 3 months, undocumented
immigrants, lowest cost plan is >8% of income, or
income below tax filing threshold

Begins 2014

Shared Responsibility

* Why was the individual mandate included?

— Without it - difficult to incentivize young,
healthy people to buy insurance and help
mitigate risk for all

— Eliminate hidden cost shifting

— Can’t do the insurance market regulation
without it (premiums for everyone would rise)

Begins 2014




Employer responsibility

No employer mandate but...

— Employers with more than 50 full-time workers that do
not offer coverage and have at least one worker who
receives the premium assistance tax credit will pay a
fee of $2,000 per full-time employee.

— Small businesses with less than 50 employees are
exempt
Small Business with <25 employees who purchase
health insurance for their workers will get a tax
break  Starts in 2010

Begins 2014

Insurance Regulation

* Requires all new plans starting in 2013 cover pre-
existing conditions (starts in 2010 for children)

* Requires that at least 85% of premiums go towards
medical care in small group and individual markets
(starts in 2014, though regulation development in 2010)

* Prohibits lifetime limits on dollar amounts of coverage
(2010)

* Prohibits dropping patients from coverage (rescission)
except in fraud (2010)

» Sets minimum benefit standards in the exchange (2014)

» Limits premium variation based on age, gender, etc.
(2012)




How does expanding insurance
coverage affect you?

Less uncompensated care

— The AMA estimated that physicians provided $24 billion in
charity care in 2008, much of it to their uninsured patients.

Sustaining the Medicaid program with federal dollars and
better reimbursement

Less use of ER for routine care
More ability to do preventive care

Do you work for yourself or own a small business?

— New regulated market (the Exchange) with potential for
subsidies and tax breaks

Wait a minute... who'’s going to take
care of all these extra patients?




Medicare and Medicaid Payment reform

10% bonus payment to all primary care
physicians

10% bonus payments for general
surgeons in rural areas

5% bonus for mental health providers

Increase in Medicaid payment rates for
primary care physicians to equal Medicare
rates (2013-2014)

Begins 2011

Medicare and Medicaid Payment reform

Medicare will also reduce geographic payment adjustment for

physician practice expenses in rural and low-cost areas.

— this translates into increased reimbursement in rural and low-
cost areas

Bonus payments for voluntary participation in Medicare’s

Physician Quality Reporting Initiative (PQRI).

SIDE NOTE:

No provision to change the SGR in the reform law- this was carved out
of health reform and then voted down by the Senate in November

— House has passed comprehensive SGR fix, waiting on Senate to
potentially readdress the issue

— Series of “Patches” since November to ensure no cuts go into effect

Begins 2011
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Physician Workforce Investment

Residency programs will be required to redistribute 65%
of unfilled slots to primary care or general surgery
Expanded scholarships and loan repayment through the
National Health Service Corps

Tax relief for those health care workers paying state-
issued student loans for working in primary care or high
need areas

Additional low-interest student loans, scholarships, loan
repayment programs for primary care and general
surgery

Increases funding for Community Health Centers

Begins 2010-11

Public Health

e Public health investments
— Public health investment fund (~$6 billion)

— Major expansion of Community Health
Centers (~$9 billion for 2011-2015)

Begins 2011
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Prevention and Wellness

* Prevention/wellness coverage

— Eliminates co-pays and deductibles for preventive
services in Medicare and in all new plans

— Grants to employers for establishing wellness
programs

— Premium discounts for employees who participate in
wellness programs

— Requires chain restaurants to publish calorie and
recommended daily allowance information for food
products they sell

Begins 2011-12

Medicare Changes

* No cuts in Medicare benefits for seniors

— Health Reform gradually phases out overpayments to private
Medicare plans (Medicare Advantage plans) which are 14%
more costly to the system but do little to improve quality of care.

— Require MA plans to spend at least 85% of revenue on medical
care or activities that improve the quality of care rather than
executive compensation and other administrative costs.

* Preventive services require no co-pay starting in 2010
» Closes the Medicare Prescription Drug Doughnut Hole
— $250 rebate for Medicare patients who fall in the

doughnut hole — starts 2010

— During the next 10 years, the beneficiary co-
insurance rate for this coverage gap will be narrowed
in phases from the current 100 percent to 25 percent
in 2020.
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This sounds expensive — are
we going to rein in costs?

Cost containment and quality

Establish an Independent Payment Advisory Board (IPAB) to
make cost saving recommendations to Medicare

Creates a Center for Innovation to test payment/delivery
system reforms

Pilot programs for medical home, bundled payment, and
accountable care organizations (ACOSs)

Reduces hospital payments for preventable readmissions
Reduces hospital payments for preventable infections

Requires reporting of quality indicators by physicians or else
financial penalties imposed

— Note: financial penalties only apply for failing to report, not
failing to meet a quality measure

Begins 2011

13



Medical Malpractice

* Medical malpractice reform

— $50 million in grants to states to encourage
alternatives to litigation

— Especially those that focus on patient safety
and reduction of medical error

— Examples of innovative ideas:
» Medical review boards
 Early sorry and compensation policies

» Evidence-based practice protection
Begins 2014

Administrative simplification

e National rules to standardize and
streamline health insurance claims
processing requirements.

* Physicians benefit easier to track
claims, improve physician revenue cycles
and lower overhead costs.

Begins 2010
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Comparative Effectiveness Research

» Establishes a non-profit Patient-Centered
Outcomes Research Institute.

» Will provide physicians with clinical effectiveness
data that industry-sponsored research often
does not undertake.

— i.e. directly comparing different drugs that do the
same thing, or researching cheap drugs that are not
profitable for industry to sell.

» Findings of research will not constitute
guidelines or mandates (that will be left to
specialty societies as it is now).

Begins 2010-11

Financing of Reform
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Financing

* Financing mechanisms

Excise tax on high cost insurance plans (saving ~$150 billion)
starting in 2018

Increase in the Medicare payroll tax for high income earners
starting in 2013

 Additional 0.9% Medicare payroll tax on wages >$250,000
» 3.8% tax on unearned income (interest, dividends)

Restructures payments to Medicare Advantage HMOs (saving
~$150 billion)

Savings in Medicaid and Medicare prescription drug costs (deal
struck with Pharma industry) ($80 billion)

Reduces Disproportionate Share Hospital (DSH) payments
because of newly insured (saving ~$20-40 billion)

Fees on certain device manufacturers, insurers, tanning salons
and others

Cost analysis by the CBO

* Net cost of $938 billion over 10 years
» Reduce the Deficit $140 Billion The First 10 Years &
$1.2 Trillion In The Next 10 Years

» Average premiums will stay the same for the majority of
Americans who get their insurance from their job

» Costs will go down for those who buy in the exchange
and qualify for subsidies

Elmendorf, D. (2010, March 18) Preliminary Cost Estimate for Pending Health Care Legislation. Retrieved 5 April 2010
from Congressional Budget Office Website: http://cboblog.cbo.gov/?p=508
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How do the costs affect you?

* Do you make more than $250,0007?
— Medicare payroll tax

* |s your insurance premium above
$27,0007?

— Starting in 2018, portion above $27K taxed as
income.

« Do you go to indoor tanning salons?
— New tax for you....

Review: Provisions that Kick
In the year
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Immediate reforms

Small Businesses with <25 employees who purchase
health insurance for their workers will get a tax break

Young adults can stay on their parents insurance plan
until age 26

Stop unfair insurance practices

— Insurance companies will not be able to place lifetime
limits or restrictive annual limits on the amount of care
patients can receive

— Insurance companies will not be able to drop
coverage if the patient gets sick

Immediate reforms

Establish and subsidize high risk insurance
pools for those who are currently uninsurable

Require insurers to justify any rate increases
and allow state insurers

Start of delivery system reform pilots

$250 rebate for seniors who fall in the doughnut
hole

All New insurance plans and Medicare will be
required to offer free preventive care - no
copayment

18



How does this law affect you this year?

If you...

Own a small business
Have kids ages 18-26 that need coverage
Have patients who fall in the doughnut hole

Are yourself uninsurable or have patients who
are uninsurable

Offer preventive services to seniors

Want justification of insurance company rate
hikes

Theodore Roosevelt

“It Is not the critic who counts; not the man

who points out how the strong man
stumbles, or where the doer of deeds
could have done them better. The credit
belongs to the man who is actually in the
arena, whose face is marred by dust and
sweat and blood, who strives valiantly; but
who does actually strive to do the deed.”
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Thank you. Questions?

Special thanks to Dr. Ram Krishnamoorthi, Dr. Charlie
Preston, Dr. Jason Wasfy, Dr. Sultan Rahaman, Dr.
Kohar Jones and Carol Duh for their help in preparing
and reviewing these slides.

Doctors for America is a non-profit organization
of physicians and medical students who advocate
for changes in the health care system to ensure
affordable access to quality care for all.

20



www.drsforamerica.org

The work is just beginning...

How can you impact the
Implementation process going
forward?

Educate

We all need to speak the same language

Understand what is in the bill
— And what’s not in the bill

How does it really affect you and your patients?

Do your colleagues know?
Your patients?

Your community? your church or synagogue?
local senior center? local civic clubs?
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Working with your local Doctors for
America team

Have your colleagues and/or students sign up
for an online session

— http://www.drsforamerica.org/

Volunteer to be a physician educator yourself

— Go to our volunteer page:
http://www.drsforamerica.org/volunteer.php

Contact your local DFA leaders
— http://lwww.drsforamerica.org/organizers.php

Utilize our online resources
— http://www.drsforamerica.org/action center.php

Speak Up; Take Action

« Share your opinion about what constitutes
medical care vs administrative costs

— Regulations already out to define the Medical
Loss Ratio
« Concerned not enough was done on
medical malpractice

— Urge your state or health system to apply for
the grant funding
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Thank you.

For more information, visit:
Doctors for America: www.drsforamerica.org

Kaiser Family Foundation: www.kff.org
NEJM: http://healthcarereform.nejm.org/
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