Comprehensive Health Care-Insurance Reform 
Date: August 4, 2009
Background: Here is the status of health reform in the Senate and in the House.

Senate: The Health, Education, Labor & Pensions (HELP) Committee approved its version of health reform on July 15. The Finance Committee has not yet acted on its health reform plan—it is awaiting a bipartisan proposal that is still in negotiation among six of its members—Senators Max Baucus (D-MT), Kent Conrad (D-ND), Jeff Bingaman (D-NM), Charles Grassley (R-IA), Mike Enzi (R-WY), and Olympia Snowe (R-ME). These six Senators say they are confident they can craft a consensus plan that will earn support from both sides of the aisle, but they need more time to complete their work. They hope and expect to finish prior to Labor Day.

House: All three House committees of jurisdiction (E&C, Education & Labor (Ed & Labor) and Ways & Means (W&M)) have approved H.R.3200. Ed & Labor and W&M approved their versions of the bill on July 17; E&C approved its bill on July 31. There are variations in the three bills that must be reconciled. That process will take place over August. The House will then vote on H.R.3200 after Labor Day.

The issues, and their status in each of part of the legislative process, are as follows:

· Role of the Agent: The Senate HELP and House E&C versions of health reform contain explicit authority for licensed agents to assist those individuals and small businesses who buy their health insurance through the buying groups (exchanges/gateway). The Senate Finance plan is expected to contain this authority. The House Ed & Labor and W&M versions do not contain explicit authority, but do not prohibit licensed agent participation in purchase of insurance through exchanges. 

The legislation does not address the issue of fair compensation for agents who assist in the purchase of health insurance through the buying groups (exchange/gateway), although the Finance Committee plan may include market conduct rules and may also touch on compensation. Compensation issues will likely arise in implementing regulations. AHIA/NAIFA are working and will continue to work to make sure that agent compensation is fair and reasonable.
· Health Insurance Exchange/Gateway – All versions of health reform either do or will create a buying group for individuals who do not have access to affordable employer-provided health insurance, and for small businesses. Whether these exchanges are State-based or national is an issue that is among those that have to be worked out. NAIFA-AHIA support state-based exchanges. 

· New Government-Run (Public) Plan Option – The Senate HELP plan and H.R.3200 create a government-run (public) plan option that will be available to individuals and small businesses that purchase their health insurance through the exchange/gateway. The House E&C version includes a co-op in addition to a government plan option and the Senate Finance Committee is expected to approve a non-profit co-op option instead of a government-run plan option. Differences among the three House versions in the government-run plan structure will be worked out over August. A decision on whether to include the Finance Committee’s non-profit co-op or the HELP Committee’s government-run plan option in the Senate bill will be made after the Finance Committee marks up, after Labor Day.  

· Employer Mandate – H.R.3200 and the Senate HELP bill contain a mandate that most businesses offer, and pay a significant portion of the cost of, health insurance for their employees. Small businesses would be exempt from the mandate. “Small business” is defined by size of payroll in the House legislation, with differing trigger points in the E&C bill (payroll of $500,000 or more) than in the Ed & Labor and W&M bills (payroll of $250,000 or more). Failure to comply with the mandate would trigger a graduated fine of up to 8 percent of payroll. The HELP bill exempts employers with fewer than 25 workers, and imposes a fine of $750 per full-time employee and $375 per part-time employee (for the number of employees over 25) for employers that fail to comply with the mandate.  
The Finance Committee’s bipartisan group is considering a “free rider” provision instead of an employer mandate. The “free rider” provision would give employers a choice between contributing to the cost of subsidizing low-income individual purchases of health insurance from the plans offered in an exchange, or providing health insurance for their workers. 

Tax credits to help defray the cost of health insurance—based on a company’s size and history of offering and paying for health insurance—are included in H.R.3200 and are expected to be in the Senate version of the bill as well. 

· Individual Mandate:  All versions of health reform do or are expected to include a rule that virtually all Americans carry health insurance coverage. There are exceptions for the very poor, and subsidies for low and moderate-to-low income people (generally, those who would have to spend more than 11 to 12 percent of their adjusted gross income on their health insurance premiums). The subsidies would be available whether an individual purchased the government-run health insurance or private insurance. 

For the very poor, all the pending bills/proposals contemplate expansion of Medicaid and/or Children’s Health Insurance Program (CHIP) eligibility.

· Taxes: Only the W&M and Finance bills will deal with tax issues (because of jurisdiction issues). The House W&M legislation imposes a surtax on high-income Americans. This is likely to hit small business owners who pay tax on their small business profits on an individual basis. The surtax levels are expected to change during the “melding” process and/or at the Rules Committee. However, the 5.4 percent surtax imposed on modified adjusted gross income (AGI) of $1 million or more is likely to remain in the bill that goes to the House floor. H.R.3200 also prevents health savings account (HSA)/flexible spending arrangement (FSA)/health reimbursement account (HRA) money from being used to buy over-the-counter medicines. That provision is also one that may change (drop out) before the bill goes to the House floor. 

At the Finance Committee, the bipartisan group is exploring a tax to be imposed on health insurers based on their high-value ($25,000 or above, although that threshold could change) health insurance policies. They are also looking at raising the penalty tax for using HSA money for non-medical expenses from 10 percent to 20 percent.

President Obama had proposed a tax on some life insurance and annuities as a pay-for for health insurance. None of the bills currently contains such a tax, but until the process is complete, we remain at risk.

· Insurance Reforms: All the bills/proposals contain or will contain insurance reforms that will prevent insurers from basing insurance decisions (availability or price) on medical history (including preexisting conditions). Guaranteed issue/renewability are required, as is community rating. Premiums could vary only on a handful of elements: age, family size, tobacco use, and geography. Lifetime and annual benefit caps would be eliminated. Cost-sharing restrictions would also be imposed. 

High Deductible Health Plans/Health Savings Accounts: The cost-sharing restrictions, which are based on actuarial values, would accommodate most high deductible health policies (HDHPs), Congressional staff report. However, some HDHPs may have deductibles that are too high to meet the cost-sharing restrictions. Those HDHPs would be grandfathered, to the extent they are existing policies, but new HDHPs with deductibles in excess of the cost-sharing restrictions contained in the legislation would not be allowed. Congressional staff estimates that the House bill’s cost-sharing restrictions would accommodate some 70 percent of existing HDHPs. The restrictions under consideration at the Finance Committee would accommodate 95 to 98 percent of existing HDHP deductibles, these Senate staffers say.

All the bills/proposals will include a requirement that required health insurance include at least a specified “essential” (or minimum) benefits package. New federal-level agencies will develop the specifics of the benefit package. All contain wellness and prevention programs and incentives, and health information technology provisions.

Next Steps:  Two important efforts will continue throughout August. In the House, chairmen and professional staff from the House Ed & Labor, E&C, and W&M Committees will be working with leadership to harmonize and meld the three versions of the legislation approved by the committees in July. Once that is completed, the melded bill will go to the Rules Committee and then to the House floor for a vote. 

Senate-side, the small bipartisan group of three Democrats and three Republicans will continue their efforts to craft a bipartisan health reform agreement. The Senate Finance Committee will mark up a health reform plan—the hope is it will be based on the emerging bipartisan agreement—soon after Congress reconvenes in September. Then, Senate leaders will have to meld the Finance bill with the bill approved by the HELP Committee this past July. It will then go to the Senate floor for a vote. After that comes a House-Senate conference, the last step prior to a vote by both the House and Senate on a final bill.

