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· Uninsured Vermonters (currently about 47,000 people) can purchase insurance through the Exchange if they don’t have access to employer insurance that is “affordable” according to the ACA or that doesn’t provide the mandated “Essential Benefits” package

Employer insurance is “unaffordable” if the individual’s share of the premium is more than 9.5% of income or the actuarial value of coverage is less than 60%. For those employees whose employers help pay for coverage for the employee only, this test applies to the cost of the premium for the individual, not for the cost to insure the family.
The Legislature will determine at a later date how to include public sector employees and associations in the Exchange.

Open Enrollment Period
The initial open enrollment period for plans in the Exchange is from October 1, 2013 to February 28, 2014. If a plan is selected by December 22, 2013 coverage must start on January 1, 2014. If a plan is  selected between December 23, 2013 and February 28, 2014, coverage must start the 1st of the next month or the 1st of the second next month. Starting January 1, 2015 the open enrollment period will be October 15 to December 7 of the previous year only.  

There will also be “special” enrollment possible for those who have a triggering event such as: losing minimum essential coverage, gaining or becoming a dependent, becoming a citizen or lawful permanent resident, Exchange error, new eligibility or ineligibility for premium tax credits or cost-sharing subsidies, relocation.  The special enrollment is for 60 days following the triggering event. Usually coverage will have to stay in the same level for the benefit year unless eligibility for premium tax credit or cost sharing subsidies changes during the year. 

How will VHAP, Catamount, Medicaid, and Dr. Dynasaur be Affected by the Exchange?

Medicaid eligibility expands up to 133% FPL with no asset test. Individuals (including those currently on Catamount and VHAP) under 133% FPL will be enrolled in “expanded” Medicaid. The benefit package for “expanded” Medicaid can be less than the current benefit package for Medicaid but must include the mandated Essential Benefits. The state currently doesn’t charge a Medicaid premium and that should continue after January 1, 2014. 
VHAP and Catamount enrollees with income above 133% FPL can purchase insurance through the Exchange. They will be eligible for premium subsidies up to 400% FPL and cost-sharing subsidies up to 250% FPL. Many will see their premiums and out-of-pocket (OOP) costs increase (see chart below). We expect Dr. Dynasaur to remain as is but it is unknown if Catamount will be offered in the Exchange and how those enrolled in VHAP-ESI or ESI with premium assistance will be affected. 
.
Out of Pocket Costs For Catamount and VHAP Enrollees in the Exchange


What Plans Will Be Offered in the Exchange?

The ACA sets coverage levels for plans in the Exchange by actuarial value (AV), which is the percentage of costs of benefits paid for by the plan. The four levels of plans are: Bronze (60% AV) Silver (70% AV), Gold (80% AV) and Platinum (90% AV). Within each level, we expect there to be various plans available to choose from. For example, Catamount Health’s AV is 87% and has a:   

· $500 annual deductible

· $10 co-pays for office visits and Rx co-pays of $10/$35/$55

· Co-insurance charge of 20% until the annual OOP limit of $1,050/year is reached

What Criteria Must Qualifying Health Plans Meet?

Only plans determined by DVHA to be qualified plans can participate in the Exchange. DVHA must determine that the plan is in the “best interest” of qualifying individuals and businesses. In making this determination, DVHA must consider affordability, participation in heath care reform efforts, quality of care and, and promoting access to care. DVHA must make every effort to contract with at least two insurers, and must consider the insurer’s historic rate increases. Insurers must offer at least one plan at the silver level and one at the gold level to participate in the Exchange. If plans are allowed to be sold outside of the Exchange, the premium must be the same as in the Exchange.
The ACA requires that the following broad categories of “Essential Benefits” be covered in qualifying plans (and Medicaid): ambulatory patient services, emergency services, hospitalization, maternity and newborn care, mental health, substance abuse, prescription drugs, rehabilitative services and devices, lab services, prevention and wellness, chronic disease management, pediatric services including oral and vision care.  All pre-existing conditions exclusions and waiting periods for enrollment will be eliminated in the Exchange.

The federal government has indicated it will allow states to pick one of the following plans as the "benchmark plan" to define its essential benefits package, as long as the plan includes all the categories of benefits required by the ACA:  one of the three largest existing small group plans, one of the largest state or federal employee benefits plan, or the largest HMO plan. The benefits in the benchmark plan would be the essential benefit package. State mandates included in the benchmark plan will be included in the essential benefits package, and therefore, the state would not have to pay the cost of covering any state mandates.

Currently, the state is analyzing 3 plans to be the benchmark plan: a MVP small group plan, BCBS HMO plan, and the state employees plan.  The Administration recommends to the Green Mountain Care Board which plan should be the benchmark plan, and the Green Mountain Care Board makes the final decision.  We expect the Board to make a decision in late March.

While all plans in the Exchange must cover the mandated Essential Benefits as well as any additional benefits determined by the Green Mountain Care Board, and comply with cost-sharing limits, they can otherwise be designed to vary in cost sharing and additional benefits offered. There are many criteria plans must meet to be qualified, many of which are already in place in Vermont such as state approval of premium increases, network adequacy and quality standards.

Who Can Get Premium Tax Credits and Cost Sharing Subsidies and How Do They Work? 

Premium tax credits and cost-sharing subsidies are available only through the Exchange. Premium tax credits are available for those with household incomes under 400% FPL. Cost-sharing subsidies are available for those with household incomes up to 250% FPL. The definition of “household” includes all persons whom the taxpayer claims as dependents. 

Modified Adjusted Gross Income (MAGI) will be used to determine eligibility for premium tax credits and cost-sharing subsidies, as well as for Medicaid, starting 2014. Using MAGI is a totally new way of determining income eligibility from what is currently used. It means eligibility will be based on income shown on last year’s tax return. Hopefully, there will be procedures put in place for those whose income or household composition changes after the tax return is filed.
Premium Tax Credits
To qualify for the premium tax credit a person must obtain health insurance through the Exchange and:
· Have household income between under 400% FPL and not be eligible for Medicaid

· File a tax return  

· Not be claimed as a dependent by anyone else and if married, must file jointly

To calculate the amount of tax credit, add the MAGI for all household members who are required to file a tax return to determine the household income. 

For those receiving premium tax credits, premiums are limited to:

2% of income for households up to 133% FPL (for legal immigrants not eligible for Medicaid)

3-4% of income for households 133-150% FPL

4-6.3% of income for households 150-200% FPL

6.3%-8% of income for households 200-250% FPL

8-9% income for households 250-300% FPL

9.5% of income for households 300-400% FPL

The amount of the credit is the difference between the premium the household pays based on percentage of income (above) and the cost of the monthly premium of the second lowest-cost silver plan (a plan with an actuarial value of 70%). 

The premium tax credit is paid monthly directly to the insurer by the federal government. The FPL used to calculate the credit will be the one in effect on the first day of enrollment for the taxable year (usually the FPL for the year prior to the year in which the credit is awarded).

For example:

1. Income for an individual at 225% FPL is $2,095/month. 8% income is $167.60 

2. Monthly premium for second lowest cost Silver plan is $500/month

3. Enrollee pays $167.60 monthly premium. Federal government pays tax credit of $332.40/month directly to insurer.
An individual who chooses to enroll in a less expensive plan than the second-lowest cost silver plan (e.g. a lower cost silver plan) will pay a lower premium and a person who chooses a more expensive plan (e.g. a gold plan) will pay a higher premium.
What is Reconciliation?
Although the premium tax credit is paid to insurers on a monthly basis, the actual amount of the credit will be finally determined based on the household’s income reported on the annual income tax return. At this point reconciliation must occur.   

If over the course of the year household income turns out to have been greater or less than projected, or if household composition or compliance with other eligibility requirements has changed, the final tax credit may turn out to be greater or less than the amount already paid. 

· If the taxpayer turns out to have been eligible for more of a premium tax credit than has been paid, the taxpayer gets a refund

· If the government has paid more than the taxpayer turns was entitled to, the taxpayer must pay the difference back  

· There are limits to this liability under reconciliation. Those with income under 100% FPL may not be required to repay any overpayment. Repayment limits range from $300 to $2500. If final income exceeds 400% FPL the entire tax credit must be repaid

Cost sharing subsidies
Cost-sharing subsidies are available to those with income under 250% FPL. The effect of the cost-sharing subsidy is to increase the actuarial value of the silver plan to:

100-150% FPL: 94% cost of benefits covered

150-200% FPL: 87% cost of benefits covered

200-250% FPL: 73% cost of benefits covered

Cost-sharing includes 

· Co-payments: a fixed amount that the insured individual pays for a particular service such as a doctor’s office visit. Co-pays usually don’t count toward meeting a deductible or OOP max.

· Deductible: a set amount the insured is responsible for. 

· Coinsurance: is a percentage the insured individual is required to pay for a service once their deductible is met such as a 20% coinsurance for lab tests. Coinsurance is usually paid until an OOP max is reached.

Out-of-Pocket Maximum Limits
For those in households over 400% FPL, the annual OOP limits (in 2012 dollar amounts) for all plans are $6,050/individuals and $12,100/families.  These amounts will likely increase by 2014.
For those in households under 400% FPL the annual OOP limits for an individual/family are: 

100-<200% FPL: $1,983/$3,967

>200-<300% FPL: $2,975/5,950

>300-<400% FPL: $3,967/$7,973

Individual Mandate

The ACA requires U.S. citizens and legal residents to have qualified health coverage by 2014, commonly referred to as the “individual mandate”. There are some criteria for exemption from the individual mandate. 

Exemptions from the individual mandate can be granted for: financial hardship, religious objections, American Indians, those without coverage for less than three months, undocumented immigrants, incarcerated individuals, if the lowest cost plan option exceeds 8% of income and those with incomes below the tax filing threshold. In 2009 the threshold for taxpayers under age 65 was $9,350 for single individuals and $18,700 for couples. The Exchange determines if an individual meets these criteria.  

There is a penalty for not complying with the individual mandate. Those without coverage who do not qualify for an exemption will pay a tax penalty phased in over three years starting at $95 (or 1% of taxable income in 2014) increasing to $695 (or 2.5% of taxable income) in 2016. The penalty will be increased annually by the cost-of-living adjustment after 2016. 
Businesses and the Exchange
Employers are not mandated by the ACA to offer insurance.  Small employers (whether or not they currently offer insurance) will have choice of plans in the Exchange which differ based on the level of cost sharing, not levels of coverage. Deductible limits are $2,000/individual and $4,000/family for small groups. 

Employers with less than 50 FTE employees are not penalized for not offering insurance to their employees. There are no penalties for small employers with less than 50 FTE employees who drop their coverage and whose employees then purchase insurance in the Exchange.
Employers with fewer than 25 FTE equivalent employees and average annual wages less than $50,000 can get the Small Business Tax Credit. Employers must offer a group health plan and pay at least 50% of the premium to be eligible for the tax credit. 
Employers with 50 or more FTE employees that do NOT offer coverage pay a $2,000 penalty for each FT employee, excluding the first 30 FT employees.  Employers with 50 or more FTE employees who offer coverage that is unaffordable or that isn’t at least 60% AV have to pay a penalty of $3,000 for each FT employee receiving the premium tax credit. This penalty cannot exceed the penalty the business would pay if it did not offer coverage at all.
Future Issues and Advocacy Opportunities

1. Maintaining Vermont’s Mandated Benefits: The Green Mountain Care Board will make the final determination on the Essential Benefit package offered in the Exchange. The federal government has indicated it will allow states to pick an existing plan as the "benchmark plan" to define its essential benefits package, as long as the plan includes all the categories of benefits required by the ACA. State mandates included in the benchmark plan will be included in the essential benefits package, and therefore, the state would not have to pay the cost of covering any state mandates. We must ensure that the Legislature and Administration pick the most comprehensive benchmark plan to ensure the broadest possible coverage, including all of Vermont's mandates.
2.  Making Sure Current VHAP/Catamount Health Enrollees Are Held Harmless
Current VHAP and Catamount Health enrollees whose income is more than 133% FPL will be in the Exchange since it appears that Vermont will not have a Basic Health Plan. Their premiums and out-of-pocket costs will increase in the Exchange. Some will see premium increases and all will see OOP maximums increase dramatically. We believe the state should add state subsidies on top of the federal subsidies available in the Exchange to make sure these individuals are not faced with unaffordable premium and OOP increases. The state will receive federal match for these state subsidies. Without the state subsidies many currently on VHAP and Catamount Health will not continue to be able to afford insurance or will not enroll out of concern they cannot afford the costs.

3. Defining a small business as having less than 50 or 100 employees.  The Governor and Legislative leaders have announced that small businesses will be defined as those with up to 50 employees.
4. Mandating that all insurance be sold through the Exchange.  The current bill mandates that all individual and small group insurance be sold through the Exchange.
5. How to integrate associations and state and municipal employees into the Exchange

Exchange-Related Reports From the Administration Due to the Legislature

By January 15, 2012:

* How to integrate/align Medicaid, Medicare, state employees, etc into the Exchange and GMC

* Whether it is “advisable” to establish a BHP for the 133% to 200% FPL population

* Advantages/disadvantages to the state, the Exchange, employers and employees of defining small business as 50 or 100 employees including its impact on teachers and associations

* Advantages/disadvantages of qualified and non-qualified plans being sold outside the Exchange
*The design of a common benefit package for Exchange plans

* Impact of supplemental insurance plans

By February 15, 2012:

* List of Essential benefits and comparison with Vermont mandates

* Information on the silver, gold, and platinum plans that may be available in Vermont

* Draft of Qualified health plans that may be available

* Premium estimates for draft plans

* Status of tax credits, including small business tax credits, and cost-sharing subsidies

Vermont Health Benefit Exchange 





The Affordable Care Act (ACA) mandates that states establish a health insurance exchange by January 1, 2014. Vermont’s Exchange will end in 2017 if Green Mountain Care, the universal health care program established by Act 48 (H.202), is implemented as planned. 





The Exchange will be run by the Department of Vermont Health Access and serve as a one-stop website where individuals and small businesses can purchase health insurance from private plans as well as enroll in Medicaid, Dr. Dynasaur, and other public programs. It is expected, but not yet confirmed, that there will be several BCBS and MVP plans to choose from in the Exchange, plus the federally required two multi-state plans. It is not clear yet if CIGNA will sell plans in the Exchange.  





The anticipated timeline for the creation of the Exchange is as follows:


2012 Legislature will need to make several key decisions (see last section)


Early 2013: Final approval of the benefit package and rates for Exchange plans 


Summer 2013: Public education and outreach will likely start


10/1/13: Enrollment in Exchange plans for individuals and small employers begin 


1/1/14: Exchange must be operational and coverage must start





What are the Specific Duties of the Exchange?


1. Certify/recertify/decertify plans & contract with insurers offering plans in the Exchange    


2. Provide standardized, comparative information on plans in the Exchange


3. Determine & coordinate eligibility/enrollment in Medicaid, Dr. Dynasaur, pharmacy     


    programs and qualified plans 


4. Determine eligibility for premium tax credits, cost sharing subsidies, exemption from  


    individual mandate, and eligibility for the small business tax credit


5. Collect premiums


6. Maintain toll customer help line, web site and interactive online communication tools


7. Establish navigator program and other outreach/education efforts


8. Ensure consumers have access to grievance/appeal procedures and make referrals to HCO


9. Evaluate performance of qualified plans including using customer satisfaction surveys





Who is Eligible to Purchase Insurance Through the Exchange?


Individuals currently in the individual (nongroup) market—currently 16,500 including 13,000 Catamount enrollees


Small businesses with 50 or less full time employees


Legal immigrants (even if they are unable to qualify for Medicaid)











Sample FPL	Current Premium	Premium In	Cost Sharing In 	Current Cost Sharing


					Exchange	Exchange


<133% FPL	$0-$25	(VHAP)	$0 in Medicaid	$0			VHAP has Rx co-pays of $1/$2 &


150% FPL	$33/mo (VHAP) 	$54/mo		OOP max $1,964/yr	a $25 for an emergency room visit.


200% FPL	$60/mo (Catamount)	$113/mo 	OOP max $2,975/yr	Catamount has a $500 deductible,


300% FPL	$208/mo (Catamount)	$224/mo	OOP max $3,987/yr	20% co-insurance once deductible 


is met up to $1050 OOP max, 


The OOP max in the Exchange and Catamount 					co-pays of $10/$35/$55 for Rx 


do not include premiums and co-pays 						and $10 for office visits 
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