Issues to Consider When Merging the Senate Finance Mark with the Senate HELP Committee Language on Comprehensive Health Reform

The Role of Licensed Insurance Agents and Brokers

· The Finance Mark language should be retained ensuring the role of health insurance agents and brokers in any health insurance Exchange, and ensuring the ability of licensed agents to market any health insurance product offered through such an Exchange including any potential public option or co-op plan.
· The ability of state insurance commissioners to develop marketing standards and regulate commissions for any Exchange-based products through an NAIC model, as proposed by the Finance Mark, should also prevail over the Senate HELP navigator language.  

Rating Requirements for the Individual and Small Group Markets
· In order to preserve affordability in the individual and small group markets, the age bands must be lifted back up to at least 5:1, as was proposed in the original Finance Mark.  The HELP age bands of 2:1 would be devastating to health plan affordability for younger people.  
· The HELP Committee language on the other rating factors should be retained, since the HELP provisions allow for variation for participation in an employer wellness program as well rating for tobacco use, and there does not appear to be an overall cap on the variation. Preserving all of these factors will help keep premiums down in these markets
· It is critical that the modified community rating requirements do not extend beyond the individual and small group markets (up to 50 employees) in order to preserve affordability.  Subjecting larger groups to these requirements would make coverage much more expensive for them, and essentially remove the cost-advantages of large group risk spreading. 

Risk Spreading and Reinsurance

· Maintaining adequate risk adjustment mechanisms for the individual and small group markets is another key to preserving health coverage affordability. 
· In general, the Finance language on this topic is more comprehensive than the HELP Committee language and will work more effectively.  However, the Finance language still needs modification to truly lower health insurance premium costs for most people in these markets.  
· A significant federal investment in the reinsurance mechanism is essential..  Currently, all of the funding is proposed to be derived from the insurer community, which will only add costs to the the price of insurance..  Federal funding --at least $50 billion--over the first five years would be extremely helpful with keeping costs under control, since at the outset a large number of very sick uninsured people will have an immediate incentive to obtain coverage, and the resulting adverse selection will have a significant impact on price in the individual and small group markets. 
· It warrants clarification that the risk spreading/reinsurance provisions apply both inside and outside the Exchange, and that they will apply to both the individual and small group markets and exclude the grandfathered plans.  There were a few drafting changes to the Finance language on this issue as the bill was amended, but it was not addressed in a uniform manner, so the language is unclear.  Making this distinction explicit will reduce costs, as it would result in a larger pool of covered individuals with more cost and risk-spreading. 

Essential Benefits

· For the overall list of benefits on which the actuarial values are based, the Senate HELP language will better preserve health plan affordability.

· The Finance language provides more flexibility in plan levels and actuarial values that better correspond with what is available in the current health insurance marketplace, particularly for individual coverage.
· The “Bronze” plan value should be reduced to 60% from 65%.  The CBO estimates that most individual policies marketed now fall in the 55-65% value range, and Massachusetts uses 56% as the value for its lowest plan option.

· It is very important to ensure that HSA-qualified high deductible health plans will meet these criteria as the essential benefit packages are being constructed.   

Individual Mandate

· In order for a the proposed insurance market reforms to work effectively and not result in a costly adverse selection problem as we have seen happen on the state level, the accompanying personal responsibility requirement to obtain coverage has to be both effective and enforceable.

· Neither of the Senate committee individual mandate requirements, as currently proposed, are effective and enforceable.  
· An improvement would be to require multiple points of enforcement, instead of relying just on the federal tax code.  The states should assist with enforcement though the public school system, when issuing drivers licenses and other means.  In addition, employers could play an increased role in enforcement.  
· Individuals could have to provide documentation of coverage whenever they start a new job, and then also provide documentation to their employer on an annual basis.  

· The auto-enrollment in employer coverage provisions in the Finance Mark groups of 200 could be extended to all employer coverage, or at minimum to all large employer coverage (more than 50 employees).  
· The penalty for forgoing coverage should be meaningful, or the “young and invincibles” will opt out, particularly if the affordability issues caused by the rating requirements and the lack of funding of the risk-spreading mechanism and the actuarial value issues described above remain. 
· The HELP committee penalty language is more effective than what was marked up by the Finance Committee, but in general we are concerned about enforcement, particularly in a country this large, if the tax code is the only mechanism being used.
Exchange

· In general, the Senate Finance language on the Exchanges is preferable.  The Finance Mark preserves state flexibility and will be less costly in general.  A portal approach is strongly preferable to a purchasing pool model, which has never been shown to reduce premiums long-term in any of the many states where it has already been attempted.  
· The Exchange should be limited to individuals and small groups (2-50 employees), and the Finance language which allows eventual entry of large employers into the Exchange is problematic. 

· The Massachusetts Connector only started letting in employer groups purchase exchange this year, and has attracted far less than 100 micro-groups.  We are not convinced the Exchange purchasing model is appropriate for larger employers, as it removes larger employer responsibility and would almost certainly raise health plan premium rates for the employees of such groups.

· It is also essential that an adequate transition period is established to get the Exchanges up and running before any employer groups are added.  The Massachusetts Connector experience reflects this, as they have had to delay group entry multiple times over the past few years and are just now, three years later, starting a pilot program for micro-groups to purchase coverage.   

Wellness Programs

· The HELP and Finance language is similar, but the Finance Mark language is more comprehensive and should prevail.  

· In addition to codifying and improving the current HIPAA wellness program rules, the Finance Mark also extends the workplace wellness incentives to the FEHBP and creates a pilot program for states to use wellness programs in their individual markets.  
· The Harkin/Carper wellness program incentives for small businesses should be preserved.

Premium Assistance
· The mandatory state-level premium assistance program provisions for Medicaid recipients in the Finance Mark should be retained to reduce costs as well as limit crowd-out from private-market employer sponsored coverage.
LTC Insurance
· We have serious concerns about the CLASS Act provisions in the HELP bill and strongly believe they should be removed.  
· The language does not adequately guard against adverse selection, and allows for the collection of benefits after just five years of participation, which is far too short of a time to recoup costs. Also, the provisions allow people to stop paying premiums and then rejoin when they get sick with no penalty.  All of these issues will lead to significant program cost increases in the out-years.

· The true costs of these provisions are not reflected in the CBO score, because the program collects premiums throughout the scoring period but would not begin to fully pay out claims until just beyond the 10-year budget window.

· However, the American Academy of Actuaries estimates that the plan would become insolvent by 2021 and would have to raise its premiums to $180 a month to meet its costs, which is a 177% increase.

· Instead of the CLASS act language, the language in the original Finance mark --which was stricken during the mark-up process--should be restored.  It allowed for the inclusion of private long-term care premiums in the list of qualified expenses for both Section 125 cafeteria plans and also flexible spending accounts.  Both of these measures would significantly increase the number of affordable private long-term care insurance policies sold through the workplace.
· At minimum, the HELP committee language should be retained which allows for the inclusion of long-term care insurance in Section 125 plans.  
 

Medicare
· The Finance Mark language, which slightly extends the Medicare annual election period for Medicare Advantage and Part D enrollees by seven days and also moves it up to slightly earlier in the year, should be retained.  
· These changes provide an important consumer protection for Medicare beneficiaries, because they allow seniors more time to pick their coverage during a very busy time of the year.  Also, the changes give CMS more time to process beneficiary paperwork before the January 1 effective date of the new plans.  
· If possible, the length of this annual election period should be extended even further, so that seniors have as long as possible to make their purchasing decisions each Fall.  The end date of the annual election period should be no later than Dec. 15th, and the start date should be as early in the calendar year as possible, ideally October 1.  
· Also, the Finance Mark contains language to eliminate the annual Medicare open enrollment period (OEP) in January-March.  This change should not be included in any final legislation, since this is the time period when seniors can make plan changes without penalty if they made a mistake or didn't like the coverage they originally elected.  The loss of this open enrollment period would represent the loss of an important consumer protection. 
· We also have serious concerns about the cuts to Medicare Advantage plan funding and the impact this will have on the millions of seniors with MA coverage that need its additional benefits.

Excise Tax on High-Cost Plans
· If the excise tax on high-cost plans continues to be included as a financing mechanism for reform, it will be important to clarify that employer or employee  HSA or HRA contributions, FSA account balances and ancillary benefits are not included in the total value of employer-sponsored coverage.
