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What Did The President Sign
Into Law?

The Patient Protection and Affordable Care Act
— “The Senate passed bill”
— HR 3590, now P.L. 111-148
— Signed March 23

The Health Care and Reconciliation Act of 2010
— “Reconciliation fixes to the Senate bill”
— HR 4872, now P.L. 111-152
— Signed March 30
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Federal Health Reform - Major Themes

Immediate changes in 2010
Insurance market reforms
Individual mandate and employer responsibilities

Coverage expansion — Medicaid expansion and low-
Income subsidies

Cost control — Incremental steps away from fee-for-
service medicine with numerous federal pilots designed
to “bend the cost curve” (e.g. accountable care
organizations, medical homes, chronic care
management and payment reform commissions)

Changes to Medicare Part D
Cuts to Medicare Advantage plans
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Federal Health Reform - Major Themes

« Quality improvements (e.g. comparative effectiveness)

« Workforce development

« Health disparities

 Industry fees

« Excise tax on high cost plans delayed until 2018

* Follow-on-Biologics

* Prevention and wellness promotion (funds for bike paths
& jogging trails, restaurant menu disclosure)

* No permanent Medicare SGR fix for physicians
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Immediate Changes Going Into Effect in 2010

Effective In six months:

Bar on pre-existing condition exclusions for
children under 19

Prohibition on coverage rescissions months
No lifetime limits on coverage

Bar on annual limits for new plans

Free preventive care in new plans

Family coverage for dependents up to age 26
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Immediate Changes Going Into Effect in 2010

Small business tax credits of up to 35%

$250 rebate for all Medicare beneficiaries reaching the
coverage gap in 2010, 50% discount on branded medications
begins in 2010

Interim high risk pools — must be set up by HHS within 90
days

Follow-on-Biologics

CER - Federal Coordinating Council is gone, authority for
new corporation is immediate

CLASS Act goes into effect on January 1, 2011
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Insurance Market Reforms - Starting in 2014

« A prohibition on pre-existing condition
exclusions

* Restrictions to severely limit the use of health
status, gender and age in determining
premium rates

* Requirements for guaranteed issue and
guaranteed renewal of coverage In the
iIndividual and small group markets
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Insurance Market Reforms - Starting in 2014

New restrictions on annual and lifetime limits in
Insurance plans, with greater accountabillity for
“grandfathered” plans (prohibiting caps after 2014
and a requirement for covering preventive services
with no cost sharing after 2018)

New restrictions on medical loss ratio (requiring
plans to dedicate a fixed % of premium dollars to
care)

Greater transparency, accountability and notice
requirements for health plans seeking to increase
premiums on enrollees
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Coverage Expansion

* Medicaid expansion up to 133% of Federal

Poverty Line (FPL) beginning in 2014

— 100% FMAP for “new eligibles” in 2014-2016,
phasing down to 90% in 2020 v. 59.4% FMAP
rate for current mandatory population
Including children elderly and disabled
(including SSI beneficiaries with mental
liness)

— Children — Eligibility up to 250% of FPL

— Parents — Non-working (185% of FPL),
working (191% of FPL)
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BadgerCare Plus

e Current program is open to all children under
age 19 and young adults leaving foster care,
regardless of income

Current program maintains eligibility up to 200%
of FPL for parents and caretakers ($36,620 for a
family of 3)

Enroliment in BadgerCare Plus Core has been
suspended for childless adults since October 9,
2009

BadgerCare Plus Basic plan is available for
those on Core walt list (limited benefit package)

Prospects in 2014 and beyond?
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Coverage in Wisconsin

5.5 million total residents
695,000 on Medicaid

291,769 new Medicaid eligibles ($4.3 billion in new
Medicaid FMAP funding)

541,000 uninsured

320,000 in the individual market (63,217 estimated to
have a pre-existing condition)

358,000 will be eligible for subsidies and tax credits in
2014)($5.8 billion in credits subsidies between 2014 and
2019

474,790 young adults eligible for extended family
coverage

On average 155,000 Medicare beneficiaries in
Wisconsin reach the Part D coverage gap each year
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Coverage Expansion

« State-based insurance exchanges starting in
2014, with a federal fallback exchange

 Individual mandate with penalties, the greater of:
—$95 in 2014, $325 in 2015, $695 in 2016, OR

— % of household income (1% in 2014, 2% in
2015 and 2.5% in 2016 and beyond)

— Exempts individuals below the tax filing
threshold

Will BadgerCare be folded into the
Wisconsin Exchange?
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Coverage Expansion

 Employer mandate — Penalizes employers with 50 or
more workers that do not offer affordable coverage.

— Companies that fail to offer coverage and have employees
receiving subsidies in the exchange must pay $2,000 per
employee

— Companies that offer coverage but have employees in the
exchange must pay $3,000 per employee

Subsidies in the exchange — Tax credits up to 400% of
FPL ($43,420 for an individual and $88,200 for a family
of 4) with limits on premiums to no more than 2% of
Income for those at 100% of FPL, phasing up to 9.5% of
Income at 400% of FPL. Tax credits also subsidize cost
sharing on a sliding scale, phasing out at 400% of FPL.
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Elimination of the Medicare Part D
Coverage Gap

 Elimination of the “doughnut hole™ coverage by 2020

« Drops the $500 increase in the initial coverage limit and
offers a $250 rebate in 2010

* Required 50% discounts from brand name
manufacturers

* Plans required to phase down the remaining beneficiary
co-insurance requirement from 50% to 25% (with
separate rates for brands and generics)

* New limits on deductibility for employer subsidy for Rx
coverage for retirees
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Comparative Effectiveness
Research (CER)

« Creates non-profit, non-governmental
corporation to set priorities and conduct CER,
contract preference for NIH and AHRQ

» Establishes explicit process to disseminate
findings and archive government-funded CER
findings for future research

* Prohibits use of quality-adjusted life year as
threshold for establishing cost-effectiveness
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Mental Health Specific Provisions

« Essential benefits requirements (Section 1302) —
Includes emergency services, prescription drugs, mental
health and substance abuse treatment services.

« Parity requirement in state-based exchanges (Section
1311) — all plans offered through exchanges must
comply with the Domenici-Wellstone Mental Health
Parity and Addiction Equity Act of 2008

« Medicaid emergency psychiatric demonstration project
(Section 2707) — Lifts IMD restrictions for emergency
acute care
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Mental Health Specific Provisions

* Co-location of primary care in community mental health
settings (Section 5604) — New demonstration authority
for grants to co-locate primary care in CMHCs

« Medicaid option for health home for chronic conditions
(Section 2703) — specifically lists serious mental iliness
as a qualifying chronic condition

« Centers of Excellence for Depression (Section 10410)
— Administered by SAMHSA

— Integration of research and services, technical assistance
to providers and public education

— Improved treatment standards and early intervention

— Translational research through community-based
organizations
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Mental Health Specific Provisions

« FOBHCs (Section 1301 of HR 4872) -- New
authority for the HHS Secretary to establish
federal standards for CMHCs

« Mental and behavioral health education and
training grants (Section 5306)

* Quality reporting for psychiatric hospitals
(Section 10322)
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Mental Health Specific Provisions

« Melanie Blocker Stokes Post-Partum Depression Act (Section 2952)

Support services to women experiencing postpartum depression
and psychosis

Education for mothers and their families

Research into the causes, diagnoses, and treatments for
postpartum depression and psychosis

« CLASS Act (Section 8001)

voluntary, self-funded public long-term care insurance program

purchase of community living assistance services and supports
by individuals with functional limitations,

HHS is develop an actuarially sound benefit plan that ensures
solvency for 75 years,

5-year vesting period for eligibility of benefits, benefit triggers
allow for the determination of functional limitation

cash benefit of $50 per day for 2 ADLs, $75 for 3 ADLs
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Parity Implementation — the Paul Wellstone
and Pete Domenici Mental Health Parity and
Addiction Equity Act of 2008

P.L. 110-343, signed on October 3, 2008

Attached to the financial market rescue and tax
extenders legislation

Becomes effective in new group health plan years
starting after October 3, 2009

Expands the 1996 federal parity law and requires equity
In coverage with respect to:

— Durational treatment limits (caps on inpatient days
and outpatient visits)

— Financial limitations (higher cost sharing, deductibles,
out-of-pocket limits)
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What Does the New Law Apply To?

* Group Health Plans and Health Insurers
That Provide Coverage to Group Health
Plans (employers with over 50 employees)

* Medicaid Managed Care Plans

o State Children’s Health Insurance
Program

* Non-Federal Governmental Plans — waiver
still available under HIPPA

Federal Employees Health Benefits Plans



@

National Alliance on Mental lliness

Parity in Group Health Plans I

Includes both mental health and substance
abuse “as defined by the plan” “in accordance

with applicable federal and state law”

No preemption of state mandates or parity laws
above the new federal standard

Small employer exemption for firms with 50 or
fewer workers

Cost increase exemption available, unlikely to
be used
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Parity in Wisconsin

* No state parity law

Section 632.89 mandates minimum benefit for “alcohol
and other diseases” including “nervous or mental
disorders” —

— Inpatient coverage must be at least the lesser of 30 inpatient
days OR $7,000 per year minus applicable cost sharing ($6,300
If no cost sharing)

— Outpatient coverage must be at least the lesser of $2,000 minus
cost sharing ($1,800 if no cost sharing), costs of prescription
drugs and diagnostic tests are excluded

— Transitional treatment arrangements must be at least $3,000 if
offered, minus cost sharing ($2,700 if no cost sharing)
Will these minimum benefit requirements be preempted
by the MHPAEA?
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Parity in Wisconsin

 Full parity will now reach more than 85 million
covered lives in ERISA self-insured plans
sponsored by firms >50 employees (v. less than
35 million in fully insured state regulated group
nealth plans >50 employees)

~or Wisconsin, more than 1.8 million covered
Ives in ERISA self-insured plans sponsored by
firms >50 employees, only 446,000 Iin fully
Insured plans >50 employees (over 840,000 In
firms with fully insured plans <50 employees)
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Interim Final Rules

* Regulations were published February 2 as
“Interim final” with a comment period (May 3
deadline)

« Effective April 5 and will apply to group health
nlans with plan years starting on July 1 or later,

* Plans that were charged with compliance for a
nlan year that began on January 1, 2010 will be
given a good faith exception for compliance with
the regulations until July 1,

NAMI National will be developing model
comments.
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Parity Regulations — Key Provisions

» Clear definitions of “no more restrictive” than the
“‘predominant financial/treatment limitations as
applied to “substantially all” medical and surgical
benefits — 2/3 of the entire medical-surgical
benefit

« Cumulative Financial Requirements: The IFR
prohibits plans from instituting separate
deductibles, co-payments, and out-of-pocket
limits for MH/SU and medical/surgical benefits.
Any deductibles, co-payments, and out-of-
pocket limits required by the plan must be
Integrated and cumulative for all services
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Parity Regulations — Key Provisions

e Scope of Service -- Within 6 classifications, If a
plan provides MH/SU benefits, those benefits
must be provided at parity with the
medical/surgical benefits provided In that
classification:

— Inpatient, in-network

— Inpatient, out-of-network
— Outpatient, in-network

— Outpatient, out-of-network
— Emergency care

— Prescription drugs
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Parity Regulations — Key Provisions

“Non-quantitative” treatment limitations -- The
regulations provide new standards for equitable
coverage for medical management, drug
formulary design, step therapy, “fail first” policies
and exclusions from coverage based on failure
to complete a course of treatment. This means
that the standards for equitable coverage will
apply to discriminatory application of medical
management techniques as applied to mental
liness treatment.



Areas That Still Clarification In
Future Regulations and Guidance

* Preemption of State Laws
» Cost Increase Exemption

» Application of parity to Medicaid managed
care plans
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Parity — Compliance and
Enforcement

 NAMI National will be tracking stories —
both positive and negative

« Compliance and enforcement Is across
HHS, DolL, Treasury and state insurance
commissioners

Dol — 866-444-EBSA
CMS —877-267-2323, X61515
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Parity iIn Health Reform

« Final Senate bill includes new national
standards for all health plans offered through
state-based health insurance “Exchanges”

Standards include a minimum benefit package
that lists mental health treatment as a
requirement

Non-discrimination standard in the Exchanges
Includes compliance with the Wellstone-
Domenici MHPAEA




Questions and Comments



