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SUBJECT
Proposed Motion 2010-0221 supports the federal Patient Protection and Affordable Care Act (healthcare reform).
SUMMARY
This staff report will provide a preliminary, high-level summary of the federal Patient Protection and Affordable Care Act and potential impacts on King County.  Healthcare reform includes a vast number of changes related to the following areas:

· Individual mandate to have health coverage; 

· Expansion of public insurance (Medicaid); 

· Creation of health insurance exchanges; 

· Changes to private insurance; 

· Employer requirements; 

· Quality improvement;

· Emphasis on wellness, prevention and public health and workforce provisions

The proposed motion relates to the Council’s Safe, Healthy, Vibrant Communities priority by indicating support for federal healthcare reform, which Public Health estimates would allow nearly all 153,000 King County uninsured adults (12.5 percent of all King County adults) to have access to health insurance by 2014.
BACKGROUND
On March 23, 2010, President Obama signed comprehensive health care reform, the Patient Protection and Affordable Care Act, into law.  Two days later, the Health Care & Education Reconciliation Act of 2010 was passed by the House and Senate and included additional health reform provisions.  Together, these bills, totaling 2,000 pages of new laws and regulations, will overhaul the nation’s current health care system by incrementally expanding coverage and seeking to control health care costs and improve the nation’s health care delivery system.  (Attachments 2 and 3 provide summaries of healthcare reform.)
ANALYSIS
Key Provisions and Implementation Timeline of Health Care Reform

Health care reform has many components and provisions, all with different implementation dates, ranging from effective now until 2015.  Many of the provisions also require additional federal rule-making and clarification, as well as state legislative and appropriation action. Below are the seven main health care reform categories followed by examples of provisions under each category and their implementation dates.
· Individual Mandate: All U.S. citizens will be required to have health insurance coverage (2014) or they will pay a tax penalty of $95 for 2014, $325 for 2015, $695 for 2016 (or more depending on income in 2016).  Families will pay half the amount for children, up to a cap of $2,250 per family.  If affordable coverage is not available to an individual, they will not be penalized.
· Expansion of public insurance (Medicaid): Medicaid will be expanded to individuals with incomes up to 133 percent of the federal poverty level
 (2014). Medicaid payments to primary care doctors for primary care services will be increased to 100% of Medicare payment rates in 2013 and 2014 with 100% federal financing (2013).
· Creation of American Health Insurance Exchanges: U.S. citizens and legal immigrants who do not have access to affordable coverage will be able to purchase coverage through different state exchange options administered by private health plans with premium and cost-sharing credits available to some people (2014). Small businesses will also be able to purchase coverage through separate exchanges. All plans in the exchanges will be required to offer benefits that meet a minimum set of standards (2014).
· Changes to Private Insurance:  Private insurers will be regulated more closely, and practices such as denial of care for pre-existing conditions and charging high premiums based on health status and gender will be banned (2011). Young adults will be allowed to remain on their parent’s health insurance up to age 26 (2010).
· Employer Requirements: Small businesses (less than 25 employees) that purchase health insurance for employees will receive a tax credit (2010). Employers with more than 50 employees will be taxed if they do not offer coverage (2014). Employers that offer coverage will be required to provide a voucher to employees with incomes below 400% of the federal poverty level (2014).
· Quality Improvement: The creation of a national quality improvement strategy that includes priorities to improve the delivery of health care services, patient health outcomes, payment and population health (2011). Also, the establishment of a non-profit Patient-Centered Outcomes Research Institute to identify research priorities and conduct research that compares the clinical effectiveness of medical treatments (2011). Last, a mandate of enhanced collection and reporting of data on race, ethnicity, sex, primary language, disability status, and for underserved rural and frontier populations will be mandated (2012).
· Wellness, Prevention, Public Health and Workforce Provisions:  The creation of a Prevention and Public Health Fund will support community prevention and wellness and public health programs ($15 billion over 10 years) (2010).  Food sold in vending machines and standard menu items at chain restaurants with 20 or more locations will be required to provide nutrition information (2011).  A National Health Care Workforce Commission will be established to determine whether the demand of health care workers is being met, identify barriers to coordination and encourage innovation (2011).  
Cost and Financing of Health Care Reform
According to the Congressional Budget Office (CBO), health care reform will cost the government about $938 billion and will reduce the federal deficit by $143 billion over a decade.  The cost of the legislation will be financed through a combination of savings from Medicaid and Medicare and new taxes and fees, including an excise tax on high-cost insurance. One example of a new tax is an increase of Medicare Part A (hospital insurance) tax on earnings over $200,000 for individual taxpayers and $250,000 for married couples, starting in 2013. The CBO estimates the health care components of the legislation will reduce the deficit by $124 billion over ten years (the total reduction in the deficit including the health care and education components is estimated to be $143 billion over ten years).
However, the CBO also indicates that some of the assumptions about federal cost savings may not be achieved or may have unintended consequences.  For example, in a presentation earlier this month (Attachment 4), the CBO Director indicated that the health care reform laws assume a reduced growth rate in Medicare spending from about 4 percent per year to about 2 percent per year over the next two decades.
  This reduced growth may not be achieved, or may be achieved through reductions in quality or access to health care rather than through efficiencies.  Also, the thresholds for the excise tax that begins in 2018 will be indexed to the general inflation rate as opposed to the healthcare industry inflation rate, which may not be sustainable for employers and insurers to absorb.  

Measuring the Impact of Health Care Reform, Nationally and Locally

Since the health care reform package was passed only weeks ago, the short- and long-term impacts of health care reform, nationally and locally, are still being researched.  However, with the expansion of Medicaid and the creation of Health Insurance Exchanges, the CBO estimates that the legislation will reduce the number of uninsured by 32 million nationally in 2019.  CBO also projects that by 2019, approximately 24 million people will have obtained coverage in the newly created state health insurance exchanges, including some who previously purchased coverage on their own in the individual market. Moreover, 16 million more people would enroll in Medicaid and the Children’s Health Insurance Program.  

Public Health – Seattle & King County (PH) has begun to assess the impact of health care reform in King County at both the population and individual level by participating in webinars and conference calls at the national, state and federal level. Below are health care provisions PH has begun to track: 
· Number of uninsured children and adults under health care reform:  PH estimates that, except for illegal immigrants, nearly all of 153,000 King County adults with no insurance now (12.5 percent of all King County adults) will have access to health insurance by 2014. Approximately 52,600 of the 153,000 currently uninsured King County adults will qualify for health insurance under the Medicaid expansion, and the rest of currently uninsured adults will qualify for health insurance through the individual or small business Health Care exchanges.  Similarly, most of King County’s uninsured children (4.3 percent) will have access to health insurance as the federal share of covering children increases by 2019, and sooner if Washington State allows children above 300 percent of the federal poverty level to buy in to the State Children’s Health Insurance Program (CHIP). 

· Funding for Community Health Centers Operations and Capital projects:  Funding for Federal Qualified Health Centers (FQHC) operations to serve additional patients and for capital projects will be available starting in FY2011. Guidance to apply for funds is expected this summer with awards granted in spring 2011 for the FY2011 funds.

· National Menu Labeling: PH staff is working on a draft amendment that aligns the King County Board of Health nutritional labeling regulation with the federal statute. 
Council staff will continue to work with Executive staff to understand the impact of health reform.
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1. Proposed Motion 2010-0221
2. Committees on Ways & Means, Energy & Commerce, and Education & Labor, “Health Insurance Reform at a Glance:  Implementation Timeline,” April 2, 2010
3. Kaiser Family Foundation, "Summary of New Health Reform Law,” April 21, 2010
4. Douglas W. Elmendorf, Director of the Congressional Budget Office, “Presentation to the World Health Care Congress:  The Effects of Health Reform on the Federal Budget,” April 10, 2010.  
INVITED
1. Dr. David Fleming, Director, Public Health – Seattle & King County

2. Dorothy Teeter, Chief Operations Officer, Public Health – Seattle & King County
3. Rachel Quinn, Project/Program Manager, Public Health – Seattle & King County
� Federal poverty level in 2009: $14,404 for an individual and $29,327 for a family of four in 2009.
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