
APPENDIXM

l'm wtitfrtg to giveyou a brief oV~rl!;Wdf the key tax ch~nges affectIng in~I\4(fual$~"n:th"e·

~t~01lf,¥~~ lhealth ,:t~Qrrn J~Jal~ftal:t:. Pl~~'C:JIR Ql.lf ,tpfft~$ fQr q~t:mI~Qf hW the
~" changes m9Y affect YO!Jr specjflc ~t(Jatj'on.

lndNI4u.l:m•.od.te. the .~~,,~~La.~:.co~~fn$~n "indlviduafm~n~=~'-Ii :~qUlr~el'ltthat

U.$.. Q.tl-~ns and leQ~.~.sl~n:ts 'haYe quallfyJI]~l health coverage! or be;subjed: to .a tax
penalty after 2013: Lihdsl" the new law, those without qualIfYing; hearth :CQv~raga will pay
a tax penalty,.'ofthe greater of,: (3.) $695 per year;. up to a maximum of three'times that
amnunt ($~~085) per famil'y, or .(b) 2.5OZd ofhousehbld lncofl.le :Over the threshold ~mount
orfnco~~ required for income tax: return filing:. 1'h~penaltywill be phased In accordfttg to
the' gscHeftWecz$9S In2D'14;· $~S 1:n31S, a,nd $695 in 2_010 tor the flat ree.,o.r
1,0 taxal:if-e iMome in 2014t 2:10lf<t oft:~abftti:n<=omlj:1"f 2015, and 2.5% of taxabl~:
Inq)rtre tt\': ~O:j;G.8eQf;O'£lln9 ;q:f;ter ~(U:~tbe, ~naJt¥wW 'bl: 111f~rei$• .annually by a cost
of'-~vinga'dllasttrteht.. ~Utt<1!i1J$ Wjffb~~ granted fQr financial haraship, reJj~tQtrs;.
06jedionS, Amerkan Indians! thos~ withowt.coverage for less than thr.ee months, aliens
nat lawf\iJny. present l:nfhe,I(l.S.•, 'incarcerated individuals; thooe: for whom tttelowest cost
plan option exceeds 8~.cif .household ltlcom~ th,ose 'W.rth InCQm:es~:aw th'el tax 'fifingz
thriSl101.d til'! .20m the t:hte.shofdfdr taxpayers, oriderage,a5, 1'$$~.35btor.$j-n919 and
$1:8i 700fOt' ~f)le)i,al'J¢\,thO$e reslding outside ~f the U.S... -.' '.

Prel11iumas$istanO!!.1:ax cred~ for purchasing heatthinsu.ranc.The he.althl~
legrst:atlm'l J)rtlVilf.es':t:ax:aedltstQ 1{)W' and middleilicome 'individuals and families for the
pur~~of heawn'1n$fJl"W1¢~i1 .$'p.eriff.JZa1ty" t£It ta)( Ve:a.~ ending aftef' 2013"tbe; n:~W I,a.w
creates a reNnd:able~'crsdtt(the;'tpremIUrti assistancetpredft't) for -e1l9tt>l~ indMdQalS'
an{j~Jl'ljli.wtro pur<:naS$:. health. In.?u-r.ance through~J1~d'laO~Tt1i prern1\ilm
assl$tam:~ ,cr.edtt1 w'hld1. IS refundabJe:'and payable: In ~~vam:e directly tQ: tliteinlW.rert

." - . ,~, . _.

substdrzes' the 'pu.rchase of' c~n health insurance· pl~.tlS through an Exchange. Under
the l'lrovisron, 8flellqlbtelndMduai enrolls itt a p:lanoffered thr.ollglt an Exdlarlge and
reJlorts .blS' or her, .Income to: the' Exchange. ,BaSed on tbe:lnformatton ,provided to the'
Ex:ellaTtgeltlte ihdl'iildual receives it premium assistance credit based on Inr:omeand:IRtS ,
pays' thepremiUMi:iI$'$iSi:aliliie cred}1; amQunt directly to the Ihsurance plan in which the ":'
IndiVidual Is enrQUed·,·ThJ! lJ1ldMdualtheri;pays tp.the plan in whfd1.he·or$hfil' Is enrolled'"
the dollar difference betw.een the pre~t,umasslstanceCfedit:amount and the total

y~
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premium charged for the plan. For employed individuals who purchase health Insurance
through an Exchange, the premium payments are made through payroll deductions.

The premium assistance credit will be available for Individuals and families with incomes
up to 400% of the federal poverty level ($43,320 for an individual or $88,200 for a family
of four, using 2009 poverty level figures) that are not eligible for Medicaid, employer
sponsored Insurance, or other acceptable coverage. The credits will be available on a
sliding scale basis.

Higher Medicare taxes on high-income taxpayers. High-Income taxpayers will be
subject to a tax Increase on wages and a new levy on Investments.

Higher Medicare payroll tax on wages. The Medicare payroll tax is the primary source of
financing for Medicare's hospital Insurance trust fund, which pays hospital bills for
benefidarles, who are 65 and older or disabled. Under current law, wages are subject to
a 2.9% Medicare payroll tax. Workers and employers pay 1.45% each. Self-employed
people pay both halves of the tax (but are allowed to deduct half of this amount for
Income tax purposes). Unlike tb~payroll tax for Sodal Security, which applies to earnings
up to an annual ceiling($i06~800' for 2010), the Medicare tax is levied on all of a
worker's wage~"wlthout limit. Under the proviSions of the new law, which take effect In
2013, most:ta':Xpayers will continue to pay the 1.45% Medicare hospital Insurance tax,
but S1ngl~!lieople earning more than $200,0000 and married couples earning more than
$250,qo.OwlII be taxed at an additional 0.9% (2.35% In total) on the excess over those
basea'mounts. Self-employed persons will pay 3.8% on earnings over the threshold.

Mepicare payroll tax extended to investments. Under current law, the Medicare payroll"
taJi' only applies to wages. Beginning in 2013, a Medicare tax will, for the first time, be

,<I'

applied to Investment income. A new 3.8% tax will be Imposed on net Investment income
of single taxpayers with AGI above $200,000 and joint filers over $250,000. Net
Investment income Is interest, diVidends, royalties, rents, gross Income from a trade or
business involving passive actiVities, and net gain from disposition of property (other
than property held In a trade or business). Net Investment income Is reduced by properly
allocable deductions to such Income. However, the new tax won't apply to Income In tax
deferred retirement accounts such as 401(k) plans. AlSOi' the new tax will apply only to
income in excess of the $200,000/$250,000 thresholds. So if a couple earns $200,000 In
wages and $100,000 In capital gains, $50,000 will be subject to the new tax.

Floor on medical expenses deduct.ic:h,:;'rilsed from 7.5% of adjusted gross
income (AGI) to 10%. Under current~aw, taxpayers can take an Itemized deduction for
unreimbursed medical expenses for re9ular Income tax,:purposes only to the extent that
those expenses exceed 7.5% of the taxpayer's AGI. ~.' new law raises the floor beneath
itemized medical expense deductions from 7.5% of AGI to 10%, effective for tax years
beginning after Dec. 31, 2012. The AGI floor for Individuals age 65 and older (and their
spouses) will remain unchanged at 7.5% through 2016.

Limit reimbursement of over-the-counter medications from HSAs, FSAs, a.~
MSAs. The new law excludes the costs for over-the-counter drugs not preSCrlbed,pv a
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~joetor'ftom being relmctarsed through a health,reimbl:JnSement account' {HRA'} orhealtll
f1.exlol:e savings accounts (FSAsl and (rom being relmbutsex:l Qj) a,W'.,tri.!~ba:sI~thr~u~nt~ 
heaith savings accourit (HSA) or Archer'MedIcal 'saV[j'jgsActi1um:{MSAh;~Ve:t-orta:x.
years, beginning after Dec. 3"1:;) 10:lQ."

Increasedpenames mtanqaaiflfecl distributions tromH.sartdAtC"t'Mbll~
The .new lawm~$ the tax on dismbtitfnnsfroO"! a heatthsavrngs, a~lltOI" .Ph'
AreherMSA that:'a~' not us-ed: fol" quaIlfte:d medfcat~J!ieJlses;tn20% (frbin lG:¢i!l).for li$~
antt from 1:5'0/,(1 for Atcher MSAs}af'tl'te dl$bu~edi amQunt, effe.ctf:ve fordts.trlli(.J'tt~o.s rm!(h~

a~~ O~" 3:1,.~Q;1;O,~

Llm.lt "'••,fluIMiI ••elln.: • ..,a........... '(fMI) '1O'$I;$OI.,A(1 ,FSA: 1'$ ~ne at a
number: Qftax-iadvan~f1e¢1inan¢laJ jJcc;olJ~t.hatean .be, 'Eiet UP. thni1u:~li:l;a',~afeterta plaTf
oJ an ~over~An. FSA all'Q'{t$' ·'10 e.P1PtQy,ee t.oset';?Is\:d.e'·a "grtfQfl Qf hi$. 01her ~~lffilrrg$:

to pay' for quaUfted e-)(~m~ '(1$ ~aQIl~he~> Tn: ~§ ~~fe~' ,pl~n:" mQ~~ommQBly fQr
m:edi:cai BxJ;):enBes hut :b~n ft:)r depeli:derttcareor'o.therexpenses~.under currant lawi"
the.t'etlSonQiJlrnlttil!i lfte amount of contributions to an fSA. ,Under the new raw" b.ow~verf

allowable, Cl:1ntrdbutl,QIlsto' healt)l FSAs wttleap'l:)eda:t :$2,iSO'Q ~ejt!"1laar~ effilttlVei~Qt't.al'

¥~al'\S ~'QI~tl'f.3i~·}:20i2.:Trr~'~cr(jl'lar a,mount wm be tndeX'e(!J,ftlr Inf'laWi1:a#tIr'
201'3'. ' ",

Dependent'coverage "employer ••11:& plans~ Effective 'OJ'). M:ar., 30" 2Qlti;;'tne new
law' extends the gene!:'a! exclusion for reimbursements for medi(:i:il care eXPens~s <under
~Tl er;nployer-pr.ovided ~01'l't;Qr healtlT plantQ. anY¢hftd of anempl>oy~ewh(if bas, 'l'J,ot
attaf~'ed age 27 as of the end Qfttle'taJi'Year.:.: Thi~(,:han'ge; is als-olntende:d tp"appl:ytCi) the,
exitl:ision for empToyer-provTder1coverage under an a:ccident or health ptan;for injurres or~
sic~ness for such a child. A paraUef Change is made for VEBAs and 401(h) accoun'ts.~$Q,
self-employed individuals are pennltted to take a deduction- fonhe health lnsur;ance costs
of any Child of the taxpayer whQ has ntltattained age 27 as ofthe end of the tax year~

~"i_ Ott bJdHt' tanmd"servl'c.." 1he, n~w faw imposes a 10'1/0., excise tBOI"I

IndoM,tannlnt:seNtce$, 1hetaxt wbtcb Win bepajd. by the: lndhiidOlilon wht>m tht!
tanntog S-eNtc.es aye pf!l1:Ql1'1't'ed:bl1t,c:dleet:~ l'frtQ :remitted by' the person, rec-et\lfJT9
paymentfbrtne tanNing ,s.ervlces, wtll tal~e,etf~luly 1". ;lotO.

~-
~

LiberaliZed ~do.,tI(m c;e..dita.nda,doption as.sistance' ;~Ie$', tFor ~. :yeatS: .b.~Slnni.ng
afterOe¢. 31-,2()09!th$i ad(l~tft):n: tax tredi~ISjhcreaseq)i:bY$,ll'OOQt, ittlade- refundable,
and~entteE.t tbroQQh 2011. The adOption: 'a~l$t:ance ,e5Ctlusion 1$ al$'oin,tr'fiSed bY
$1,0.00:. .;.

r hope -t~JnfQmlat,[(mls h~prUl. If 'lOti. would [Ike more details about these 'PfQV[$I~I1S01"

anyotfler aspect of the new law, preas~,do not hesitateto~lt.

t:
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Dearelr:eJ'lti ,

fbereGntJyerJaaed nealtt!overnaulleglalltl:anrenUlres aatl:~Oh ~mployers toCJfferand
cantrtbul:e; to their workers" health InSI:tl"anCeoj" pa~ it 'f,iehaltY. Under tnenew' law,
effeEltlVetol" month's beginning after Dec> 3l" 2.D13t,a~ laf,geemployer that does not offer
coverage (Qra(l tts fulHime employees, b~s mfnllIlum essential COYeraGe::tbat 'is'
i,maffQrdable. Of' ~ffe:i'J$ :mj~rtttUm: essential coverC\ge tbat CQffiifs~ofa r>,lai"l tiNder whtcrt
the plan's shareof'th'E! total enbwed cost' of benefits Is less than ~kt Is required 'to pay a,

, penalty if any Full-t:rn1& employ~e 15 certified to the employet",as haVing purchased health
insurance throJ.Jgh a stirt'e e)(ctrang~, with respect to which ,a tax credit. £if" c,osf"Shanflg
reduction IS allowed Qr"p-aid'td\tfl'e,employee.l:lere are, the details: .

,,}{:-': "

-. ",~:.:!h.~~'"

Who ia $ub~et to the employer mandate? Only an Wappljcable large' empfoyer/'
detltted,aS:i$OmeOne whe empl.o.yed an average of at least 50 full-time' employe'es during
th'f3 precealng calendar year~ ls subject: to the requirement to, offer coverage. Most-small
businesses, since they have (ewet than 50 employees, are thus exempt from:.. the
employer requirement. In counting the Olimber: of employees for. purposes of determining
whethe't an employer is an applicable large employer, a full-time employee (meaning" for
any month, an employee working an aver~ge>cf at least 30 hours or more each week) is
counted aSQn~employee and all other employees are counted on a pro-rated basis.
However" even an employer wIth SO ;Qr' mQre~ploy'ees isn,'t subject to the, penalty for
not offertng coverage if the employer doe.s.n.'tl1ave ali, fuli-tfme employees wl'iaare
certifle.d to: the employer as haVing purchasect health lnsura'{ice through a state exchange
WithteSp~ 'fQ', which a tax credit or C,ost-shartoJ reduction is allowetl:oFj:laldtto the
emploYee. lnother words; If an employer doesn"tha,<~'M¥ful1'1inieemployees ""ho, have
a lOWer ln~()m~\ that might qua!Jfyhlm 0,( her to receive a subsidy when pun::haSlll~l a
l1f:alth.i)lan tn ·thet'lrop:ased h'e.altrt insurance exthange;':the employil" Wlfl. not paya."pay
or:pl'ilY" penalt'f.

Penaltyfot emPloye... not offering coverage. An applicable large employer whO falls
to:offe-r rtSrun~time; em'ployee5 and tbeJr dependentsr the opportunity to enroil ih
mlli.hTlurrtessential c:ovefitge-Un£fef an employer-sponsored plan f6r anl1 month ,[5 Subject
t-o .at J;lenal1:y;if at least: one of its fuli-ttme employees is certified to tfi'eerti'ployeras
havirrgen~roIj:ed.in health lii$Uf:ilt'llte coverage purchased through a stateexchahge' with
resped: to whlthapremlutrl 'tax credit or cost-sharing reduction isaflowedor paid to' .the
emplt:wett,Tl1e' penalty for any month, Is an excise tax',equal tQthenumberoffuUwtfme
emPloyee! over a 30-employe.e.threshol.d during the applicablemonm (regardless of how
many'il'11lWOVeei are receiving apremjum tax credit or cost-sharingreductidnj'mUltipUed
by on.,twelfth: of $2,000'. Fat' exampie; if an employer fails to offer minimum ,essentIal
CO\(~9.e' afl4 ha$60fulHtmeemployes, ten of Whom (eceiV.e ata')(:credJt' ft!)r tbe"1eat for
eo.roUmg tn !:t sta·~. exchange-offered plan;th,e. ~ml'.lloY~ WjIlQVYe:$2.~():O:O: far each
emproyee ovet' th~ 3Q'-emptoyee threshold, fdrat total penalty of$60:,:OOll (~2/000
multiplied, by SQ (6n minus ~()l)~ n\iS penalty is assessed on a mont.hly bast$:.
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P4I...tty'f. employer$tbat, offer c:overilge lIP-t ....veall•• ,one ,employee
recelvlng a premtum tax c~l'tiE:.An appli;;:~bJ~ large employer whooft'ers cm1er~ge<ljut _
has at least one full-tlme employee receh/lng j~ .premlum ~" 'credit 'or ,:c~sha:rit'l~
reduction is 5ubj'ect to· a penaltY. 'Th~ pen~J:tyls ~1:l' exci~~ ~~ thatls' lmpose.d. ~eacn
employee who receive-s a premIum tax. cr~(nt ,Qf' cost-sharfng ,reaLlctl'on 'fOr-beaLth
insurance pt;Jrchased through a state exchange. Por laa:¢n fuIH:!me emplayeerec.elvJltg a
premium ta~ <zredit or cost-sharing subsidy through a sfate ,exchange for anymontli{ the
em@f.~F,t~ r.~Qtlire.d l;o,pay,10: imlQu.nl eqJl@t' to '(m~welffi\,of $-3/ooa. ,'The, peri.al~~ fot
~ad1 emplpy~t wt;'i\lny mc;,mft) l$!¥9P.p~,·a~an am'Ount equal tn·the number-af full..t1'rt:te
e01~tQ¥ee$, duling' tb:e: month treg:ar.qJe~df how manY' empl~ye~ are fed!i\ltng.a
premIum tax credit or cost-sharing ,r@uetioll} fn'e:xcess .af311~multfplfea by, ,tine--tWelfttI
Qf $2,,000', For ~;<ample,(f an emptoyer oft'efS; heatthcQverageandha&6Q rul,J..ti:me:
e01Rloyees" 1S .Qf Whom r~w a tax credit' for the year for enrollingllii astatlexd:tange"
offered plan, the empl'ayerwtUawe a p'en'alty of $3100'0 'fOreach employee, r:ei:ei;\'ll1fa t:a>c
credt~l for' a total: penalty ·Qf$45,aO:Q~T1'temaxfml!l.m.penaltVfor ttlisemplofteri;$I:aj!)p-aCf
atth~ amQl;lfilt of ttre.penaltyt:hi:lt .It WQuJ;E:t h'aveb:een' assessed. fora, f~1hlr.e to t>rQvft':le
,I:=Qv~g~ Qr $60,000' ($2,000 multrp;fi~ ~jJl,) {OO mfnus3UU.Sincet'tle talculat.eiJ
penalty of $.45,OnO is less than the maxlmum~matJot,theempl~pays tne $45t.JJ;(iJ,t):
calculated penalty. This penalty is assessed on amoflthly' mSlli.

R~Jt~,...t tQ t;J • :"l,.~e> r,;lloice", y~uchers." After 2U13, elJ1pL:oyers ofiferlli~l
minimum 'essential gethrough an -ell.glble.employer-sponsored plan and. paying a
Pi):~.rt of thaJ"qoverage will hay-e to provide,qoaliffeqempJoyee$ with a ·You.cher whose
vClIu:~ coulq~oe applied to purchase qf afT§l:!.th; pl~n ttn:ou~h the Insurance' ~xchan:ge,
,Q!Jaltfi.ed.cetr1'pl'Qyee~wQ.uld be those emploY~e$; wtn;,) <:19 nqf partlcipqte:lnthe; empToyer's

'iih ~ Wh'Osereq~tredcontrtbul:IQn for 'empl:ayer sponsore:dm'l:nl'mumessentlal
exceeds 8%, bufooe$: fl;Qt: .e)(C~ 9.6114 of, household '[ncqme; and' whose total

d' Income<Joes·.nQ-trcex~:4W~"g'nhe poverty nne for the fi;lmrry. l'h:eVjllfue 'of
th~, ueher would beequa'f to thed',JJiar vaf'Utl ;rif the employer contributloll ~to"the
empfoyer .offered health pEan. 'empJoyerS'"provl:dlng free chotcevo.uchers wlU not be "
slfbject to penafti"es for :empIoye..esthat~,~ \lolreherr.

.Q~ 'Ctetatls; aQQut t,b~Pt"Q.vi$h;l!l9 'of
'atQcalt.

1 hQW~ tbt~infol'lJtitl!imhi; .hdpfUh. rf YPlJ WQuld'1
anyothe.rasped: of the"ne~ la.w, pt~ doo'Ot

Very tNty yQUf'$'"
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tJEtaJf"o'lentt:

for ow~rs'ofsmanbu$lne_s; ana: their WOrk~$i' tfl,~. ·re~ntI~~na~d he~lth·nafQ.rm
11~latl<i1n,hss sQmlll keyprQVfSlfJrJ$ t()~avattejjtlpntj. fhlJm:~j'otQt)e$ll1clutfl}"ta~
credits; e*ets,e tax~';,arld, ,penclltie~,aut wlh~tb~ a bualll$$wlli b:e,afil,::~~tI by tl1¥itl1'l'
depends Q'nlii varl~offactors, such as tM number-of employees, the, bus)n~~s has,. tl l1l
WritlM Wgl've' yoY:an overview of the provlsiorrs tn the- new taw withl:he, btggtst l:/nP'aGt
onsmaU 'bostn,e~~ ,Ph~,ase ~RQ'Ur Q~ ft;)t' det'alls'ofib;Qwtb;~ flew t:han9~ mn ~<t
YQur'$~ffcb1J$(rr~$. '

1~'Q\aif;1,e~ployers~that provide rn$u~ant:e. Tli'e:new: taw
proVides small . 'r'S with a tax credit (i.e.) a s:l'ollar-fer-dollar reduction In tax) for
nonelective q < utlons to pUrchase health insurance for their employees;' The credit
can offset an;empJoyet's regular tax or,its alternative minimum tax. (AMT) liability.

.,~, ' ' ,

,.r.' .
Smalf,business employerSeligiD1e for the credit To qualfly,. a business must offer health
insuraj1ce tiO Its,ernpiQ'i~,e pa,rt: ()rtlietroomp'~:on and ~but&:at, [east half' the
totaf 'premium cost. Th.~ business m.ust 'ha~. ,no: m;6re tnatt2.S ,fuJl"Ume: equivalent
~m~oyees ("FTE.s"}"antl the~i)l'OY_muSffj:~i!Emttual f~me equivafent wages
th~t'av'era.ge no rtibre thanfStl,oo:o.. Howaverl' the full amount of the credit Is avaH.ab:ie: ',;.
only tQ lUi! employer Wlthl:O ·or fewer -Frns al1fi whose, ,ertl»It:lYee&,Mv.~ ,average: annual
full,..time equt\talent wages from the el1il?ltiyer bf'l~s-tl1ah $25:;.£)00.

,.~ ,

~,.

YeatS' tl1e c,,:uJit is :available.. The credit Is lnlf:lally a:val1abte for anvtaxyear beginning In
2010,. 2011, 2012, or 2013,. Quall.fYIngheafth lnsura;o:ce 'for c1alm.lng:· the credit for thl&
flrstphassof:thecretll:t is health fnSlJrance covera~ purchased fram'anlnsurance
com:pall)'.ncensedunderstamlaw.F'Or tax: years beginritflg:.·a~· 2P1,3, th~ cr€;!(j1tl~only
a'lllaH'able ,to an eltgibl:e smalJemploy-er that purchas~he,alth Insu\"anc"c;overage>f<:>rlts
employees througb a, state exchange and is only available fur two years. The: maximum
tWd...year covera.ga, peri,()d: doea not take' Into account an~ tax years beginning In years
before 2014. Thus, art elQ:ll!':e smaUempJayer could poter)'tlaTly q\:lallfy tbr tht& credlt'for
s~xtaxyears.., fOur years under the fffSt: phase and two years under the 'SeCOnd phase.

CalctJ/aUng theamol1nt of,thef;;nadit. t=or '. Y~i:1rs beginning In 20tOJ,4011,,,2P'121'or
2013., the qre~l~ l~ Q~lileKillfy ~S% (50% fQr' t~l( years beginning afte;r 2(1'13) :ofUte
employer's nonelective- CQlltrttu;ltlQns toward -the employees' health Insurance premiums.
Theeredlt ph-ase$ out as fhm-'$jze and average wages Increase.

S/Jf;1f;taJrules~ Theern-plover lsentt.tted: to an ordinary ana l1'ete.ssary bUSiness exp.ense .
dedUct:fonequal to the amount of tfre employer c(;mtributibn mInus the doltaramount of' .
the credit, For'ex~mpJ.e, ff'~ngJi91t>1e small empfoyer pays 100~ Of' tl1'ecost of its'
empJ'Oy:ees' health In.surancecQverage and the amount of the tax ,credit rs 511%Qf that
cast (Le~" in tax yeal"S' beginning after 201,3),th'e employer can dafma dedudion for-the
other 500/0 of the premIum mst.
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NO S8S0:! . t,



$elf-etrqlloy.ed IndIviduals" indUdh1g partners and sole Pn!>plietOI"$:rtwo percent
stratehQf<fers of an S'(;orpqrati<:>l1, aod five ;Ae~ntowners; of the tmJployer i:lre filQ.t .
treated a$ etr1pJo,nestQrp\Jt'p()$e$ of this cr-edit. 'tI1~¢: lSal$A 'a ·spect~ rule. t9i prevt;!int
sJJfe propf1~tshIPsfrOt11" ~etvlng tnecredlt 'for theowneram:l' theIr famify membef'$,.
1bU$tl1Q ere'dlt l$,a~a.tla~e for anyeont'rtbuthm t()tl:J~ pt;lrthi$~Or nmth InSQ~nCe for
thflS$' indhtidual$·andthe ImdMd.lJat ·ts not tak'en intoac-count.IJIldEltermlntng the! number
.of fl.Jn.;.tlm:~ e,qtJl~Jent employees ·QtiWerage fliI1H~JTn~'eq14IVtifent wages,.

Moftsmall ,b..-me.. ekJutl»teditrolttpenaltfe.• for not Qfferiltt to-v".'f: to
their employees. Although tl'l~ne.w law impQses penaftie$ on cert<:lln businesse~ ~rnot

pro,VfrJil1.9 to.·~.;~.tao:e:to.i th.e.ire~ley~u (s.o-.call.ed.. ".p.a.. .'1.. o.r.. p...la.y.lI),.rtlost sm.a..1.1 b~~rn.eS$es.
wanft; l1aveto worty,abQut I1(S: prOviSlQl'l b«a.u'SeemPIl)~ wfthfewv ttlan80
employe" ar«l'lft subJ~cttfJ toe, "pay >arplayA pe»alt1~For buslnes.ses 'wltnat least$'Q
e the pOSSible penalties vary <:tepe.ndl:nSi on Wheth.elt or l1~t tM 'empIa¥er 'Offers
he t.b in~n~ td: rtsemptDyel1. If ftdQI.s notoff~r(aYe~ amtitt3as a.t;!l~ast:Qne·
fuU-tlroei eroptnye'ew'hQc r'~~ ap~mlum tax::~dltt thebU$ttl~$! vi(IJ be;~,$~d a
~ Q~$2,:QQO tteJ' fulhtime.ern}1l()~eet exduding tfiel't~ 3J1 eMpcoyeea' tr-Offt the:
asaessme:t!l:t;, So, for example,an employer with Sl empl~¥eesW't1G dQe's/'ilt (lffef fleiftb',
tn$ura~ :tq. hiS employees will be subject to a penalty' of $42,000 ($2,000 :t:ntlt.ij}:)lt,edl,)y
21)~~r:npl~emwith 4t leasfSO employee$ that offer coverage' butllave 'at least Prlefult~

tl.Ner:tu>loyee rece[~Jl'),g¥.~,~,p.r-emH:fmdax~redi~· wlllp?l>' $3"OOl) f01'eHh~rC1¥ee
receiVing a premlurn~J;tedit (capPed. at the amount oHhe penalty that the oemployer W(1uld
b<;i:v~,be.en asstzssed fQra failur€i tt), provide coyerage~or$-~,:OU() /Tlultlplfed h~ the 'oJunbeet
:of its fUIl-time'employ.eesl:he)(Cl~SOrao). Theseprovisfor:,S tal& eft'lad: Jart I t 2014.

The "cadillac taxil on hlgh<costha)tb pt.lt. The new 'Iaw :plates ·a:B.,extl~e taxon
higM-SE?st employer-sponsored health cChterap {often referred to as, !-Ccadiila.c;t' health
pta ThiS is a 40% excfsetax on.insurance companies, basedo!1 premiums that exceed
ce . . amounts. The ta>cls' not' ott employers themselves unleSS they are self'-funded_;
{tl)~;t¥pically O.CCUfS at-laroget firmsi. Hd~ it: is expected that ,employerS and workers' '.'
Witt' uJtfmately bear this taxiJ'l the formoftiisn:~ ptemLumStlasse.d mJ by InsurerS. ',;:,
He:re tire fIte spetilit$:The new tax, which applies for tax years: begJImlng:·.afterOec;3/1..
2017'i plates,ia· 4Q%naitetecIuetibie ·exdse tax:.,OIJ InsurrBnce companies and plan
admirti5tratbrS fbr' any healtllltoverage plan to the extent thai: the annual premium
exmeds $IOt200farslngleeovmg;e and, $'27,500 for .famlf¥cov:era:ge~AnaddU1C1naf'

threshold :amount:Qf$)1,.6SQ forsl:ngl~c;QY~ragCl. ~nQ $3,450 for f~:mUYCQV~rClg~w.lIJClP,Rly'
forr:etlred indMdualsage SSand :ot.d~rand for plans that CQV~ ~mpt.Q)I~ :enO;;tge,(J In
higllrfSk pr6fesslons~T!1e,t3xwUl apply to self-Insured plans and.p~ns':soldin the :group
market, hut not. to prans$oin In the IndhlfdaaI market (except fQrcover(Jg,e eflglbl'e fortfJe
dedueti'OJ1i for5e1f...etnplO¥m tridl:vidJJals1~ Stand-alone' dental and 'vtslon. plans wUlbe
dlsregardediliapplyihg the tax. The dollar amount thr'eshOldswHI beautomatlc:aUy'
Increased If the lnftatl'on rate for grouPg ll1edical. premluvpsbetween 2Q1O'and20118: Is
hlgberthanprC1jel:ted.emp(:oyers:.wlth: age and gen:c1erdE;lJ;n:ographics that resulttn higher
premIums cOuld: v~lue the CClvera-g.E! provided mempJo~ees uSlng the· rat~!l tbat would
apply u~lnga ndorial riSk :pool. Theexdse tax wilh; beteviea at thai'fiSurer I~et

EmplOyerS will be requfredto aggregate the coverage subject to the limit and Issue;
informatl.on return" for insurer'S: Jndicating the amount subject totbe excise tax.

I hope thlsinforrnatlon is helpfuf. If you Y'!'ouldli1<e, more, details. about: these provisions or !f.,

any other aspect ofthe new lawrplease d<l not hesitate tocalt. '

Ve~)1j:J17~Yf~:... · ..... '
~ ~.. ~.' ..

~ori.e7 .. 1-250-0123 ~Fa' 01-25~830· 3712 Lockport 5'\reet,SuiteE'· Bisrl:1arek,
ND 5'8'503'



~ American Medical Group Association!

. ~ Cejka Search .

• Daniel stem & A~oeiates

ffJJ Delta Physician Placement

IIIHay Group

11Hospital & Healthcare Compen!:'lation Service

• Jackson & Coker

o LocumTenells.com

IIIMartin, Aeteher

%change
2008-09

%change
2008-09

%change
2008-(1)

NA NA
NA NA
NA NA
NA NA
NA NA
NA NA
NA NA
NA NA
NA NA
NA NA

NANA

~"MGA· .
Sullivan
Cejka
Daniel

Delt"
Hay
HHcs

%change
2()()B.()9

lffe

Danktl NAl4A
Locum NA NA

Sullivan
artln

Delta
Locllm

Cejka
~n.m,t···

Delta
fN'Ie leus

Delta

~ J.dlcu...I,__~ __

Merritt
,Hay

.,., ~ ~~ f~ -.: ,:•..•.' '''.:l:;:' U "'.,1:: !II: 1il_.I~.:~,~'.f~:;1.:I r.:'" f.". '; "", t' ~ ,.,,~, :.-';..' '0 .'i (J;' :.;;: " '" '" \<. ;;'.~.- r\ '~;' "

ANESTHEstol'O«lY
Compensation ranges from $$27,600 to $413,806

~~~
. Daniel NA NA

Note: Figures represent average total annual cash comPensation, which includes $lilIary and bonuses.
Percentages rounded. Zero percentage change indicates increase or decrease of less than 196.NA=Not available.

1(;ompanyproyided preliminary d3ta;2<;ompany provided medians, not averages.
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96 change
2008-09

96 change
2008-09

96 change
2008-09

UROLOGY
Compensation ranges trom $328.846 to $502,311

~!~~~!~~~~~~~47.5%

nelta
. Sulllv'-;';:;a:;;'n--;;;'":o:~~~~.

Hay'
loCum
Daniel NA NA

%change
2008{)9

%change
2008{)9

$ulllvan

Lol;:um

PEDIATRICS
COflipehsatioh rangE$t'rortl$150,0Q() to $217,000

. . .

OBSTETRICS/GYNECOLOGY
Compensation rang~s from $240;'700 to $321,746

AMGA
~HH'CS

ONCOLOGY: (including hematology)
Com~1?~t10" ranges from $301,820 to $408,000

MeI1lcus 408 006 Q%
Martin ~375 0 0 20.0

2.S.2
2.6

"Delta. $362,105 4.7
'A.MG~ . $?97,.41-6 ;3.4

gj~~~~g~~!!~~NA.
SulllvlID .. $,,341,3.11:1.9.0

\;Cejka $337,000 (6.6)
M~:rritt . -.......;<$...3-,i,~....5,:..000 (8.2)
Rae ~ -2 (1;2)

,HHC$ ,$30:j:,82€b(16.0)
Daniel NA N40 ~

Locum NA NA -~
~,:'\

, . .""!.~'''''' " ,..
PLASnC~~ERY
compen~~ranges from $327,000 to $445,575

.HHC~0 $445,575 (43.7%)
·.:'AA~ $426,884 9.2
~ $42q,qOO .21.4

81) ,.$384,200 (1.6)
~'}..0 . A: ·9 0
.~ ~ :(:. .3 3 622 (5.0)

0'<::+.;. .. Sl!lIlvan$3<il,971 (3.7)

O~ cP Merritt $327,000 4.8
~ 0 '0 Daniel NA NAe;.. t§.. ~~ NA NA

" ~~~~ge ..: ::
CJ0 (/J!MJ8{)9 . Martin NA NA

'1,;,,\:'- ~ Medlcus NA NA
'~~' ~

., , ." ", ..,' ... i " ;'(JJj~'000
.;:J,,,0 .~

:,o~~';"",g ...~~·t6$483.000
.f!W!lcus ~. 3 0(1,6%)

6.6
" ._$~6~,863 5.~

~~~~~~~~~~~!\1(2.0)
50 Q 4.0

1438,000 9.2
$434,884 1.2

(U.O)
(9.1)

427.123 6.9
$ 0-:1'00(4.2)

$395,571 2.3
$~iL;P.OO .(2.5)

Source: Modern Healfhcare's 2009 Physician Compensation Survey
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• Medical Gioup Management MSociation1,2

_. Me<llcusPartners

o Merritt, Hawkins & Associates .

• Pacific Companies

~ Sullivan Cotter &Associates1

%change
2008-09

%change
2008-09

- '16 change
2008-09

96 change
200a:oo

. NA NA

NA NA
NA NA
NA NA

Locum
Da.nlel NA NA

Merritt

DJ;ffMATOLOGY
COlTlPensation ranges from $297,000 to $401,613

jlHCS $401,613 39.5%
~mif:Zaim~~~~!ID,21.7
AMGA" __ $393,675 -5.9

••••••~(4.9)
,}.~ &13~.!"'5~4"'-"_0

Delta $345.083 (5.5)
S.ulllv.an $3381605 20.0

-- Cejka '. -- -- $326 0Q9 t.3:..8)
Hay $3f1;2~~
1Y/errltt $297,o~. 7)

DanIel NA NA ~"
Locum NA NA ~~ -
Martin NA NA 0~
Medlcus NA NA~-t..:,0

, _ -0 " -
GASTROENTEROLOGY _ GENE~~SURGERY -
Compensation ranges from $3$8,,300fo $478,()()0 COl ~~~ ranges from $287,520 to $369,898

.__!.Q!t~ 4"t8':"000 09' .~~ $369.898 3.60/.

_~1;~~~~~~!!!;2~~(9.2) ~~. - $353,6615.013.9 ••• &~ ~ - n $339,580' 21.0
G ~ 7.4 0.'0 - . 9.9

AMGA $428,640 1.8 .....~; M,adieus $3"2"8.000 3.8
Matlin 4-20 000 2.4 ~. ~0' iffiIn $325:"000 2.2
Delta _$407,480 6.8 C;- 1>' ;cejka $3"24,000 19.6
Merritt $393.000 3.7 .;s::.V < Miluitt,$3c21,oqO' 0
!~jka ' ' $3~Q,P(i)0 18.2 O~ gJ...... $" {'2"87 1.1
;Hkcs $364.~8i (4.0) (J ~0 Aay'$311.500 8.7
iSUlllvan $363,423 6~\, r--; IDelta $310,781 3.0
]Jay $.35&.3QOJ-Q(" )..r§- '1620cOhang8-0ge PacIfic "no 51'T 1.8
Daniel NA NA V' O\J' Locum $287,520 1.2

...... NA NA -0~§''''''' NA NA

INTERNAL MEDICI~0~~ ';",';" '. < .' NEONATOLOGY
Compensation rang~~~\9,,958 :to $222,377 Compensation ranges from $230,900 to $290,006

_I\MGA ~ $222,377 8.0% 290 00 NA
HHCS $214,928 13.1 $286,346 NA
- 60 'U . $2§1,893 16.0'16

11.1 $236,000 NA

~:;...:=;;;;::~---=::...:::::~$~2~O~:I!~O~OO~ .. 9,2 $2~.900 NA
~;;;;~======~~~1~'7.~~0 $.3 NA NA

195 7A-3 ;16,1 NA NA
=="=;:::===~$1~9~1~22~~~__ 'O ,- NA NA

$187,951 2.2 NA NA
$186,0.00 5.7 NA NA

(8.0) NA NA

4.7 %change NA NA
$17!}r9s8 0 2008-09 NA NA

NA NA

CARDIOL,OGY{honinvCJsive)
Compensationrahges from $342;840 to $432.498

,A[VIGA . $432,498 2.9%
1,.!!.!.:~ ......._~_-:I'.:4~2>!.7;.7.08 4.1

. $419,000 G.9
,- 12.3

:_,_c~~'e:~~k~l!;;,..:::~;;.;;;.;~.,;;;,,;;;..-.=::~~~390.QOO 8.8 -
n ar n 37.5000 (1,3)

;;s~uEfll;;va~n;,..:.;;..,;;;;.;;,:;;::;::::;:;;:;:;;::..,;~3;73~.i79 2.7
c c 69:S"3'0 (2.;)

:':{!a¥ $'3"66,21>0 10.0
HHCS $342.840 (12,2)
Daa,lel
Detta
Locum
Medlcus

Source: Modern Healthcare's 2009 Physician Compensation Survey
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'l6 change
2008-09

96 change
2008-09

96 change
2008-09

NA NA
NA NA
NA NA
NA NA
NA NA
NA NA

NEUROLOGY
ComJ?80sation ranges from $211,SOOto $295,342

',- ..-.

_~~==;::::::=;::::;~~~~(1.1%)

96 change
20Q8{}9

NANADaniel

Merritt

PSYCHIATRY
Compensation ranges from

ORTHOPEDIC SU~GERY
Compensation rangesfrom-$363,600to $615,637

:,.aHeS 37.4%
,JMGA-

Ir!Rl American Medical Group Associatlon1.

11\ Cejka search

• Daniel Stem & Associates

Iml Delta P~ician Placement. . - "

III Hay ~roup

IIJJ:lQ~pital & Healthcare Compensation Service
: .A~.'~,:: ~ ':'

.~3c_kson & Coker

dLocumTeneris.corri

• Martin, Aetcner

.'Medical Group Management ~atIon1-2

• Medicus Partners

CJ Merritt, Hawkins &As~~late$

• Pacific Companies

• Sullivan Cotter & Msociate$~

Note: Figures represent average total annual cash corn~satlOo, Which includessalary and bonuses.

Percentages rounded. Zero per~tage change indicates increase or decre~ohtlSs tOan 1%.NA~t .available.

!company provided prelimInary data. 2CornPllny provided medians, not averages; .
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Table 1.8 Physician Compensation (More than 1 Year in Specialty) by Geographic Section for Single
Specialty Practices

Midwest

Mean Std. Dev. 25th Ofotlle Median 75th %tlle
* * * * *

$443 048 I$216 246 $35.5,055 1$437 135 $539370
$415935 $190,378 I $300,000 I$389,582 I $533555 -

* * * * *
$557355 $191 723 $391507 $561414 $665994
$474 501 1$149 713 $404505 $445020 $516673

1$543,751 '$264 585 $376214 $480107 $643702

1$470,907*1 $162.416*1 $370928 $470144 $598524
* *1 *

I _*1 *1 *1 *1 *
$553278 $263,787 I $366,895 ~546,075 I $680,340

* * * *1 *
$315 07011V8,2?2 $236,59"8 1$338,065 $410132

*1* * *1 *
1$227,855 $75414 $167807

f--
$209527 $279,620

1$200,985 I $87,583 $135395 $179281 $251889
I _ *1 *1 * *1 *

* * * * *
Family Pr'!ctice: Amb Only (no inpatient work)
Familv Practice: Soorts Med

Family Practice (w/o OB)

Endocrinoloav/Metabolism
Familv Practice (wI oB') ,'-'-'------

Emer"encv Medicine
DermatoloClY: Mohs Suraerv

Cardiology: Invasive

AllergyIImmunoloav

Specialty

CardioroelY: Electrophysioloav
Anesthesioloav: Pediatric
Anesthesiology: Pain Management
Anesthesiology

I-'C::::::a:..:...rd~i::<-ol""o-'2..l-'av::,-,I,.,.,n-,-v--=-I'-'.:nt,-,-v_,__I '. +-="'-'-=~"_""-+==-"'-:.=..:"-=-+_=:...==-'-

Cardioloav: Noninva§"'-iv:..oe'-- -t-=''-'"-=-=-:....-t-='-=='-'-=-=--+----'L::~.=_==_P'_'-'---'''.I..::-.''--'-l__=~=.-'-l

Critical Care: Intensivist

~s:..=:try:...l--------------__j'---
Dermatology

*

~tologY/oncology 1$677,050 1$411,271 I $401,290 $694041 $1 130947

Hematoloav/Oncoloav: Onc (only) -lj **1 **1 **, - **~I **
Hospice/PalliaQ:,;..ve.=....=c=a'-'reO- . " " . "
HospitaHst: Family prCl=c=tic=e"--__. -l- *+ *+-I__~ * *
Hosoitalist: Internal Medicine $211 630 $44 803 $185 126 T$209 958 $245 045

.,.H.:..oo""s;::.o:..:c;ta""I-"';s~t:'_'I"'_M_'__-_'__Pe"'_'d::..cia"'-'t"_'ri=c .+----:*i- * *1 *1
Hospitalist: Pediatric I * *1 *1 *1

*
*
*

*
*

OB/GYN: Maternal & Fetal Med 1 * I. *I * I * *
OB/GYN: Repro Endocrinology ..------, *I *I -7[--- *I "----;
OB/GYN: Urogynecology . * * * *. *
Occuoational Medicine * * * * *

2009 Report Based on 2008 Data.
Copyright © 2009. All Rights Reserved. Medical Group Management Association. PageS



Table 1.8 Physician Compensation (More than 1 Year in Specialty) by Geographic Section for Single
Specialty Practices

Midwest

Specialty - Mean Std. Dev. 25th %tlle Median 75th %tile

PatholoQY: Anatomic I *1 * * * *
J-'P..;::;a:.:cth:.'..Q"-'I=-oa"'-v<..:::....C~I"-'-in.:..:;ic==a=-=-I --i- *-i- *-i-----*+--- * I *
J-'-P..;::;e=d=ia=tr-O-ic,=s,-:=G=en=eo.:-r=al 1 $210,333_--tI---=$=95:;.L,=29=cc1=--+1.-=$=..;13:o.;:9:..L,5=3=..:;7-:1 $188,1~277 934

Pediatrics: Adolescent Medicine I **1 **1 *\ *1 *
IIp-''e'-''d'-'-'ia'-'=t~ri:::::cs!.-':-!.c-''a~r'-''d''''io''''IOC:::;9:.:cy'--'--'-=-'''-'-'~-------+_-----to . * I * I *

Pediatrics: Child Develooment 1 **1 *1 ~ * *
Pediatrics: Critical CarelIntensivist .:I * 1 * I *

*

$416,147

*
*

* * *

Pulmonary Med: Gen & Crit Care

Radiation Oncology I *1 *1
I-'R..;oa=--"d=-=-io"-'l=-oa"'-w<..::::....D=--i'-"'a==-alno=s=t=ic-=-I:.:..:nc:..va=s=iv~~e=-- ---J1-"$"--4:.=5~,574 1 $94,386·
RadiolOQY: Diaanostic-Noninvasive I$403,308 I$121,347 I
Radioloav: Nuclear Medicine I *1 *1
Rheumatoloav 1 * - *

*
***

*1 *1

$450,000 $495,938 I $510,000

$355,793*1 $466.407*1 $47~

*1 *1 *

**

Sleep Medicine I * * * * *

Suraerv: Oncology I * I * I * I * I *

Su"!e"" C.cdlov.scul.'-Pedl.t"c I :1 :1 :1 :1 ·
FS=--"u=r.=a.ery:...L-:-::-=C=o:.:..:lo=n.:...&=--.:.R~-=e=ct=a,,--I ---+- -+ --+ -:- -+__.~
Surgery: Neuroloaical 1 * I * 1 *

Surgery: Oral I *1 *1 *1 * *
Suraery: Pediatric 1 *1 *1 .~ *1 *

l"S"-=u'-'-r"'"qle=!ryJ----'--:--'--p..=la=s=tic.=.:C...:.:&=--R--e-c-o-n-st-ru-c-t-io-n-------+----*1 * I * I ----*+------*

Suraerv: Thoracic (orimarv) *1 *1 *1 *1 *
FS'-'=u'-'-r-"'-ale=!rv'-L-!--::----'T...:.:ra=n"-'s'-'=p"-'la=--n"'t"---'-'-'-'-=--L-L-----------I1----:it :L :I :I *

UroloaY 1$413 386 1$139,553 1 $317,974 1$412,338 I
*

$498,170
Illrnlnnv' I *1 * * * *

2009 Report Based on 2008 Data.
Copyright © 2009. All Rights Reserved. Medical Group Management Association. Page 6
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NAIC &1heCENTER
for INSURANCE

National Association of RrOLICY
Insurance Commissioners and ESEARCH
May 26, 2010

The Honorable George 1. Keiser
State Capitol
600 East Boulevard
Bismarck, ND 58505

Dear Chairman Keiser,

Thank you again for the opportunity to testify before the Business, Industry and Labor Committee on April 28. This letter is
in response to a number of questions posed by members of the Committee that I did not have immediate responses to at the
hearing.

1) Which reforms contained in the Patient Protection and Affordable Care Act (PPACA) will apply to self-insured
plans, and which are limited to fully insuredplans?

As I noted during the hearing, many reforms in the legislation will apply to both fully-insured and self
insured health plans. I have attached a chart that outlines the applicability of each health insurance
provision to self-insured and fully-insured plans. Please note that although the requirement that a plan
include essential benefits and meet limitations on cost-sharing applies only to fully-insured plans, large
employers are separately required to provide coverage that meets these requirements or pay a penalty.

2) Could treatment ofa pre-existing medical condition, which was originally covered by a workers' compensation
insurance policy, be excluded under a major medical insurance policy under PPACA?

Under §2704 of the Public Health Service Act (PHSA), as amended by §1002 ofPPACA, plans will be
prohibited from imposing any preexisting condition exclusions beginning in 2014. §2702 of the PHSA, as
amended by the same section ofPPACA prohibits plans from denying coverage to an individual based
upon any health status factor beginning in 2014. Consequently, health insurance plans would not be
permitted to deny coverage to an individual or impose a preexisting condition exclusion for a workplace
injury. However, nothing in the new law would prevent a health plan from specifying, as most do today,
that their coverage of such a claim is secondary to the worker's compensation insurance policy.

3) Will health plans be permitted to impose lifetime limits for non-essential benefits, such asfertility treatments?
§2712 of the PHSA, as added by §1001 ofPPACA prohibits the application oflifetime limits or
unreasonable annual limits. It does specify, however, that that restriction should not be construed to
prohibit "annual or lifetime per beneficiary limits on specific covered benefits that are not essential health
benefits...to the extent that such limits are otherwise permitted under Federal or State law." Therefore,
assuming that fertility treatments, or any other services, are not included in the essential benefits package,
plans would be permitted to impose specific lifetime limits on those services.

Again, thank you for the invitation to speak with the Committee, and please let me know if you or the Committee have any
further questions.

Sincerely,

Joshua Goldberg
Health Policy & Legislative Analyst

cc: Adam Hamm, North Dakota Commissioner of Insurance

EXECUTIVE OFFICE

CENTRAL OFFICE
SECURITIES VALUATION OFFICE

444 N. Capitol Street, NW, Suite 701

2301 McGee Street, Suite 800

48 Wall Street, 6th Floor

Washington, DC 20001-1509

Kansas City, MO 64108-2662

New York, NY 10005-2906

P1202 471 3990

P1816 842 3600

P1212 3989000

f 1816 460 7493

fl816 783 8175

f 1212 382 4207

WWW.naiLnro



Patient Protection and Affordable Care Act of 2009
Applicability of Provisions to Fully-Insured and Self-Insured PlansNAIC &1heCENTER

for INSURANCE
. . POLICY

National Association of R
Insuran<e Commissioners and ESEARCH

Fully- Self- PPACA: Statutory
Provision Insured Insured Notes Section Section

Prohibition on Annual Limits Yes Yes Grandfathered individual 1001 PHSA
market plans exempted 2711

Prohibition on Lifetime Limits Yes Yes 1001 PHSA
2711

Restrictions on Rescissions Yes Yes 1001 PHSA
2712

Coverage of preventive health services Yes Yes Grandfathered plans 1001 PHSA
exempted 2713

Extension of adult dependent coverage Yes Yes 1001 PHSA
2714

No preexisting condition exclusions for Yes Yes Grandfathered individual 1201 & PHSA
children market plans exempted 10103(e) 2704

Uniform explanation of coverage documents Yes Yes Grandfathered plans 1001 PHSA
and standardized definitions exempted 2715

m Provision of additional information Yes Yes Grandfathered plans 1001 PHSA;:I
0 exempted 2715A....
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Prohibition on discrimination based on salary Yes No Grandfathered plans and 1001 PHSA
individual market plans 2716
exempted

Ensuring quality of care Yes Yes Grandfathered plans 1001 PHSA
exempted 2717

Bringing down the cost of health care Yes No 1001 PHSA
2718

Appeals process Yes Yes Grandfathered plans 1001 PHSA
exempted 2719

Patient Protections Yes Yes Grandfathered plans 1001 PHSA
exempted 2719A

Ensuring that consumers get value for their Yes No Grandfathered plans 1003 PHSA
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Fully- Self- PPACA Statutory
Provision Insured Insured Notes Section Section

dollars - exempted 2794

Administrative simplification requirements Yes Yes 1104 SSA 1171

No preexisting condition exclusions for Yes Yes Grandfathered plans 1201 - PHSA
adults exempted 2704

Fait health insurance premiums Yes No Non-grandfathered fully- 1201 PHSA
insured small group and 2701
individual plans. Fully
insured large group plans in
states that allow them to
purchase through the
Exchange.

Guaranteed availability of coverage Yes No Grandfathered plans 1201 PHSA
exempted 2702

Guaranteed renewability of coverage Yes No Grandfathered plans 1201 PHSA
exempted 2703

Prohibiting discrimination in wellness Yes Yes Grandfathered plans 1201 PHSA
programs against individual participants and exempted 2705

~ beneficiaries based on health status
0

Non-discrimination in health care.. Yes Yes Grandfathered plans 1201 PHSA·S exempted 2706
0
104
~ Requirement to provide essential benefits Yes No Grandfathered plans and 1201 PHSA

= Comprehensive health insurance coverage large group plans exempted 27070
.~

Requirement to limit cost sharing Yes No Grandfathered plans 1201 PHSAi
ll.l

exempted 2707(b)

e Prohibition on excessive waiting periods Yes Yes Individual market plans 1201 PHSA.£

S- exempted 2708

i'oo'l Coverage for individuals participating in Yes Yes Grandfathered plans 1201 PHSA
~ approved clinical trials exempted 2709
=N Essential Health Benefits Requirements Yes No Exchange plans only 1302

Transitional reinsurance program for Yes Yes .All plans must make 1341
individual market in each state payments into reinsurance

fund.
Individual market plans may
collect payments.

Establishment of risk corridors for plans in Yes No Individual and small group 1342
individual and small group markets Exchange plans only

Risk adjustment Yes No .All non-grandfathered 1343
individual and small group
plans

Requirement to maintain minimum essential Individuals 1501 IRC
coverage 5000A

Requirement to provide minimum essential Employers with at least 50 1512 IRC
coverage to employees FTEs 4980H
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March 2010

The Benefits of Health Care Reform
In North Dakota

committee on Energy and Commerce

The u.S. House of Representatives will soon vote on health care reform legislation.
This legislation will
make health care affordable for the middle class, provide security for seniors, and
guarantee access to
health insurance for the uninsured D while reducing the federal deficit by over $100
billion over the next
decade. This analysis examines the benefits of the legislation in the North Dakota,
which is represented
by Rep. Earl Pomeroy.

In North Dakota, the health care reform bill will:

¥
Improve coverage for 437,000 residents with health insurance.

¥
Give tax credits and other assistance to up to 178,000 families and 19,000 small
businesses to help

them afford coverage.

¥
Improve Medicare for 106,000 beneficiaries, including closing the donut hole.

¥
Extend coverage to 27,500 uninsured residents.

¥
Guarantee that 8,200 residents with pre-existing conditions can obtain coverage.

¥
Protect 600 families from bankruptcy due to unaffordable health care costs.

¥
Allow 66,000 young adults to obtain coverage on their parentso insurance plans.

¥
Provide millions of dollars in new funding for 22 community health centers.

¥
Reduce the cost of uncompensated care for hospitals and other health care providers
by $76

million annually.

Affordable High-Quality Health Care for the Middle class

Essential health insurance reforms. Approximately 68% of the state (437,000
residents) receives health
care coverage from an employer or through policies purchased on the individual
market. under the
legislation, individuals with insurance can keep the coverage they have now, and it
will get better. The _
insurance reforms in the bill prohibit annual and lifetime limits, eliminate
rescissions for individuals who
become ill while insured, ban coverage denials for pre-existing conditions, and
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reduce the cost of
preventive care. To rein in soaring insurance costs, the reforms also limit the
amount insurance
companies can spend on administrative expenses, profits, and other overhead.

Historic health care tax cuts. Those who do not receive health care coverage through
their employer
will be able to purchase coverage at group rates through the new health insurance
exchange. To make this
insurance affordable, the legislation contains the largest middle-class tax cut for
health care in history,
providin~ middle class families with incomes up to $88,000 for a family of four with
tax credlts to help
pay for coverage in the exchange. For a family of four making $50,000, the average
tax credit will be
approximately $5,800. There are 178,000 households in the state that could qualify
for these credits if
they purchase health insurance through the exchange or, in the case of households
with incomes below
133% of poverty, receive coverage through Medicaid.

coverage for individuals with pre-existing conditions. There are 8,200 uninsured
individuals in the
state who have pre-existing medical conditions like cancer, heart disease, and
diabetes. under the bil16s
insurance reforms, they cannot be denied affordable coverage.

o
Financial security for families. There were 600 health care-related bankruptcies in
the state in 2008,
caused primarily by the health care costs not covered by insurance. The bill caps
annual out-of-pocket
costs at $6,200 for individuals and $12,400 for families who purchase insurance
through the exchange or
who are insured by small businesses. It also eliminates annual and lifetime limits
on all insurance
coverage. These reforms ensure that no family will have to face financial ruin
because of high health care
costs.

security for seniors

Improvin~ Medicare. There are 106,000 Medicare beneficiaries in the state. The
legislatlon improves
their benefits by providing free preventive and wellness care, improving primary and
coordinated care,
and enhancing nursing home care. The bill also strengthens the Medicare Trust Fund,
extending its
solvency from 2017 to 2026.

closing the Part D donut hole. Each year, 13,800 Medicare beneficiaries in the state
enter the part D
donut hole and are forced to pay the full cost of their prescription drugs. under
the bill, these
beneficiaries will receive a $250 rebate in 2010, 50% discounts on brand name drugs
beginning in 2011,
and complete closure of the donut hole within a decade. A typical beneficiary who
enters the donut hole
will see savings of over $700 in 2011 and over $3,000 by 2020.

New coverage options for Young Adults

New lower-cost health care options for young adults. The legislation will allow
Page 2 -
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young adults to remain
on their parentso policies until they turn 26. There are 66,000 young adults in the
state who could benefit
from this option. For individuals under age 30, the bill creates new, inexpensive
policies that allow them
to obtain protection from catastrophic health care costs.

Helping Small Businesses

Helping small businesses obtain health insurance. under the legislation, small
businesses with 100
employees or less will be able to join the health insurance exchange, benefiting
from group rates and a
greater choice of insurers. There are 20,900 small businesses in the state that
could benefit from this
provision.

Tax credits for small businesses. small businesses with 25 employees or less and
average wages of less
than $50,000 will qualify for tax credits of up to 50% of the costs of providing
health insurance. There
are up to 19,000 small businesses in the state that could qualify for these credits.

covering the uninsured

coverage of the uninsured. The legislation would extend coverage to 95% of all
Americans. If this
level of coverage is reached in the state, 27,500 residents who currently do not
have health insurance will
receive coverage.

Relieving the burden of uncompensated care. In 2008, health care providers in the
state provided
uncompensated care to individuals who lacked insurance coverage and were unable to
pay their bills.
under the legislation, these costs of uncompensated care will be reduced by $76
million.

o
supporting community health centers. There are 22 community health centers in the
state that provide
health care to the poor and medically underserved. Nationwide, the legislation would
provide $11 billion
in new funding for these centers. If the community health centers in the state
receive the average level of
support, the 22 centers will receive $28.6 million in new assistance.

Deficit Responsibility

NO deficit spending. The cost of health care reform under the legislation is fully
paid for, in large part by
eliminating waste, fraud, abuse, and excessive profits for private insurers. The
legislation will reduce the
deficit by $130 billion over the next ten years, and by about $1.2 trillion over the
second decade.

This analysis is based upon the following sources: the u.s. census (data on
insurance rates, small
businesses, and young adult population); the Centers for Medicare and Medicaid
Services (data on
Medicare and Part D enrollment); the Department of Health and Human services (data
on health care-
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related bankruptcies, uncompensated care, and pre-existing conditions); the Health
Resources and
services Administration (data on community health centers); and the congressional
Budget office
(estimates of the percentage of citizens with health insurance coverage under health
care
reform legislation).

o
o
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North Dakota County Government White Paper
Federal Health Care Reform Effects - Preliminary Analysis

Employee Health Benefits

Counties have approximately 3,400 full-time staff and all 53 counties have a formal health plan.
38 counties provide health insurance through NDPERS to about 1,865 (55%) of county
employees. The remaining counties either contract directly with BlueCross/Blue Shield (10
counties), or are self-insured (5 counties) with BC/BS as the third-party administrator. In all but
one of the 53 counties, the county pays in excess of 70% of a IIsingle-plan" premium and 38
counties pay 100% of a single plan premium (the average is 95%). 14 counties pay 100% of
IIfamily-plan" premium but the average paid for a family plan is 73%. Collectively, county
government contributes approximately $2 million annually to employee health insurance
premiums.

NDPERS Executive Director, Sparb Collins, at the April 2010 meeting of the Industry Business &
Labor Committee, estimated that NDPERS health premium costs (beginning in 2011) could
increase by $5.50/month due to the changes required by federal health insurance reform
legislation. Assuming health insurance costs increase proportionately for those 15 counties
that are self-insured or insured directly through BC/BS, counties could anticipate a statewide
annual increase of $250,000 of which (under the current premium sharing arrangements)
county government would be responsible for about $200,000.

County Social Services
GRANT COSTS
Counties currently contribute to Medicaid grant costs in only one, very small, area - therapeutic
services for foster care youth ($425,OOO/biennium). Since foster care youth are categorically
eligible for Medicaid, the new poverty thresholds will likely have little impact on this caseload.
This fact, the relatively minimal involvement and the IIcounty pass-through protections" of the
federal law suggest that the impact of the projected Medicaid enrollment increase to county
grant costs will likely be small.

ADMINISTRATIVE COSTS
Administrative cost increases could be fairly significant. Currently counties employ
approximately 325 FTEs dedicated to the determination of eligibility for all economic assistance
programs. Annual salaries plus payroll tax and fringe benefit costs as well as indirect costs such
as space, supplies, equipment and general supervision brings county economic assistance
administration costs to $19.9 Million (FY09). Of this total, based on the Random Moment Time
Study (RMTS) of county social service workers, it is estimated (in a very rough manner), that the
portion directly driven by the current Medicaid program is approximately $11.2 million.

-
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This portion of county administrative costs would be expected to increase at approximately the
same percentage that the Department projects the current Medicaid recipients ("'65,000) to
grow due to health care reform. For initial analysis, the (year-old) Lewin Group estimate of
35,000 new recipients was used. This 53% increase in recipients could therefore increase
county administrative costs by $6 million. As incremental increases in individual counties may,
or may not, trigger staffing increases, a more detailed county-by-county analysis will be
necessary to refine this projection. It should be noted that since the State (DHS) retains the
federal reimbursement generated by this property tax funded administration, $6 million of
additional county costs will increase State revenues by about $3 million at current federal
reimbursement rates.

The Department of Human Services has indicated that a rewrite of the State's Medicaid
eligibility system will be essential for the implementation of the Medicaid provisions of health
care reform. Counties have long supported the rewrite and consolidation of the multiple
economic assistance eligibility computer systems as a means of reducing the administrative
burden. If a comprehensive eligibility systems improvement is undertaken, it could have some
mitigating effects on the anticipated staff increases.

Jail Inmate Medical Care

State law and federal court decisions require counties to ensure that jail inmates are provided
"adequate medical care" regardless of their financial means or insurance coverage. Counties
have seen their costs in this area grow dramatically. Particularly frustrating to counties is the
policy of Medicaid, Medicare, and the Veteran's Administration to terminate health benefits for
clients in correctional custody - even if the client is only charged and not yet convicted of a
crime. Although it is not likely to have an immediate financial benefit, the federal provisions
requiring the "health exchanges" to maintain coverage of individuals in correctional custody
who are charged, but not yet convicted of a crime, is a step in the right direction.

Local Public Health

Every county operates a local health unit or participates in the operation of a multi
jurisdictional health unit. While the scope and extent of local health services varies, they range
from immunization and family planning to tobacco cessation and environmental health
inspections. The most likely effect of the federal health reform legislation will be the
opportunity to support these services with additional grant funds that have been included in
the legislation to promote federal priorities. Some priorities, like home nurse visitation for
pregnant and young families focus are areas of great interest to North Dakota Health Units. As
past experience has shown, the State Department of Health is often the conduit for federal
health-related grant programs. The ultimate impact of the federal legislation to local public
health will therefore be dependent upon the State's level of participation.
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