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Why Reform? 7]

 Issues leading up to reform legislation
— Access issues — 50 million uninsured

— Rising health care costs — double digit rate
Increases

— Quality of care?
* Lack of connectivity
e General confusion around health care industry

— Lack of accountabillity
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What's your plan?

Health Care Reform Bill Insurance Market Provisions Timeline (as revised by the House Reconciliation Bill)*

State grants to establish or expand ( Prohibits lifetime benefit limits ) Discrimination based on salary ( GRANDFATHERED PLANS ) Health insurance exchange is ( GRANDFATHERED PLANS )
ombudsman programs are awarded ~ : = is prohibited ——— — established — =
Allows restricted annual limits ( Prohibits lifetime benefit limits ) = [ Pre-existing condition J
New federal rate review process for essential benefits (" Internet portal to facilitate (__Guarantee issueis required exclusions are prohibited

other things, limits use of ageasa
rating factor are |mposed

Recissions are prohibited | shopping is created P {except for fraud or intentional

National risk-pool is created 90 misrepresentation)

L r ™\
is established \__{asdetermined by HHS} _J | consumer and small employer Recissions are prohibited [ Rating restrictions that, among J ( Prohibits annual benefitimits )

days from enactment {except for fraud or intentional (" Coverage for emergency

( ] \ misrepresentation) ) services atin-network cost- Dependent coverage up to age Individual and employer responsi-
[ Temporary retiree nlejllns#rsnce ] (™ Cost e ~ sharing level with no prior- 261s mandated bility requirements are established
program is establishe ———

\___authonizationis mandated )
for preventive services are I

- Individual affordability
prohibited

tax credits are created and small
business tax credits are expanded

Pre-existing condition
exclusions for dependents
are prohibited )

Small business tax creditis Pre-existing condition

established

. i . -
exclusions for dependent children
[ Dependent coverage up to age ] {under 19years of age) are N~

E ssential benefit plan is created

26 1s mandated \. prohibited [ Allows restricted annual limits
for essential benefits
\ {as determined by HHS) J

Pre-existing condition
exclusions are prohibited

C0-0Ps are established

[ Lifetime and annual dollar imits

processes must be established and transparency requirements
| ke are created )

( Internal and external appeal New health plan disclosure

are prohibited for essential benefit

Coverage for approved clinical
trials is mandated

\ PAGC . W AN N /

Uniform coverage documents and Health insurance fee to fund Multi-state qualified health plans ( High-cost \
standard definitions are developed Comparative Effectiveness are created and offered through the insurance
by HHS {in consultation with NAIC) is imposed Exchange excise tax is

SUMMARY OF SELECT REQUIREMENTS

85% MLR for large group {with established
refund} is mandated j—J

80% MLR for individual and small Healthinsurance Health insurance Health insurance Health insurance [ Healthinsurance )
[ group {with refund} is mandated providerfee provider fee provider fee provider fee providerfee
imposed increased remains at increased increased
$8 billion $11.3 billion $11.3 billion $13.9 billion \__$14.3 billion** J
' . & - '] -
JANUAHY 1 OCTOBER 1 JANUAHY 1 JANUAHY 1 JANUAHY 1 JANUAHY 1 .JAI'\.IUAHY 1 JANUAHY 1 JANUAHY 1
1 |
Health plans create and file Health plans create and file new
new policy forms policy forms
Health plans develop and file Health plans develop and file Health plans develop and file
new rates new rate filings new rates

'G States approve {or disapprove) States approve {or disapprove} State approve {or disapprove}
E new rate filings new policy forms new policy forms

= HHS Secretary and states create States approve {or disapprove} Health plans develop and file State approve {or disapprove}
— new rate review process new rate filings new rates new rate filings

HHS Secretary establishes new HHS Secretary and states States approve (or disapprove} HHS Secretary and states
national risk-pool approve {or disapprove} premium new rate filings approve {or disapprove} premium
HHS Secretary establishes At INETogs raglasts HHS Secretary and states fatd [(Eruase roguasts
temporary retiree HHS Secretary establishes new approve {or disapprove} premium States (and/or HHS Secretary)
reinsurance program internet portal rate increase requests establish exchanges

*Assumes April 1, 2010 enactment  *¥In years following 2018, the tax amount would increase in an amount proportionally egqual to overall premium growth. Content and Dssign AHIP—AIl Rights Reserved: © AHIP 2010



Blue KC’s Perspective .

e Health

care costs are too high

 Reform legislation clearly addresses the first issue —
Access!

¢« Some movement toward prevention and
accountability

 Undue
e We su

single
e We be

financial pressure on carriers

pport the concept of universal care, NOT a
payor system.

leve everyone should have health insurance,

and we believe In a strong mandate to make sure

costs remain affordable.
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Health Care Reform

Coverage
Mandates

Demonstration
Projects

Taxes and Fees
— Health
Reform
Prevention &
Wellness

Pharmaceutical
& Life Sciences
Reform

Medicaid Reform
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What's your plan? .

Administrative
Reform

Commercial
Insurance
Reform

Delivery System
Reform

Medicare
Reform



Health Care Reform

Sept. 23, 2010

Elimination of
Pre-existing
Conditions for
Children

Age Limit for
Dependents
Rises to 26

100% Small Employer
Coverage for Tax Credit for
Preventative Insurance

Services Coverage

Reimbursement

Pool for Certain

Retiree Medical
Claims

Prohibition on
Lifetime Limits

New
Regulations on
Coverage and
Claims Appeals

Restriction on
Annual Limits

BlueCross BlueShield

of Kansas City
. An Independent Licensee of the
Blue Cross and Blue Shield Association

OTC Drugs No
Longer All

Qualify for
FSAs & HSAs

Employee
Health Benefits
Reported on
W-2 Tax Forms

Highlights (I

Employers Must
Provide Uniform
Summary of
Benefits and
Coverage




Health Care Reform Highlights

2014-2017

Exchange
Coverage
Notice

$2,500 Cap on
Annual FSA
Deferrals

Medicare Part D
Retiree Drug
Subsidy
Deduction
Eliminated

BlueCross BlueShield

of Kansas City

An Independent Licensee of the

State-based
Exchanges
implemented

“Essential
Benefit” Standard
for Non-
Grandfathered
Plans

Employer
Mandate to
Provide Minimum
Coverage

90-day Maximum
Waiting Period

High Value
Plan Tax/
"Cadillac” Plan

Elimination of
Annual Limits

Elimination of

Pre-Existing

Conditions in
Adults

Wellness
Incentives

Employers
Required to
Furnish
Coverage
Information

Blue Cross and Blue Shield Association

(The Kinda Bad)
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A Whole New World .

— Solidify business strategies to maintain market
leadership through 2014

— Develop new products to offer in the Exchange

— Manage Medical Loss Ratios — administrative cost
focus

— Redefine networks and new approaches to provider
reimbursement

— Administrative standardization

— Reporting requirements

— Meet near-term and long-term requirements while
continuing to grow our business




Primary Challenges .

 Weak or No Mandate
 Medical Loss Ratio Requirements
e State-based Exchanges




Weak or No Mandate .

e Currently, a “progressive’” mandate
— $95/year in 2014
— $795/year by 2018 (I need to check this...)
* Republicans not inclined to require ANY
mandate
e Result: Adverse selection

— Only people who need insurance will buy It,
raising costs for everyone

palny
ol kans
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Medical Loss Ratio .

 Requires health plans to spend a certain
amount of every premium dollar on claims

— 80% Small businesses and individuals
— 85% Large business

 Rebates given back to employees or
iIndividuals If thresholds not met

— Monitoring in 2010-11 for rebates in 2012

— Significant business processes in place to avoid
rebate situation




State-Based Exchanges .

 One of the most dramatic
changes our industry will
experience

e Online repository of available
plans in the market

e Commoditizes our industry

o Available to
— Individuals/small groups in 2014
— Large groups in 2016




State-Based Exchanges, contd .

e Concerns — Exchanges could decimate the
group market (not likely)

— 160 million Americans currently have insurance
through their employers

* Prediction — Exchanges will serve primarily the
subsidized markets (varying new levels up to
400% of federal poverty levels)




Will HCR Be Repealed? .

 November 2010 mid-term elections brought
repeal to the forefront

 House has voted to repeal reform legislation,
Senate did not pass the issue last week

* Federal judges split on constitutionality:
— Two upheld, two opposed

e Likely scenario

— Reform will be delayed, revised, deferred

— No one can say what reform will actually look like
when all is said and done




Closing Thoughts... B

 Reform is here to stay.

 Government, regardless of party, will play
a more significant role in your health care.

 Employers will be challenged on what their
continued role will be In offering benefits to
employees.

* In response, carriers will be challenged to
be more innovative Iin their product
oﬁeﬂngs.




What's your plan? .

Questions...

KCHealthCareReform.org
“AskBlueReform”
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