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Introduction

September 23, 2010 marks the six-month anniversary
of the passage of the Patient Protection and Afford-
able Care Act (ACA). It also ushers in a new set of
insurance reforms that will enable more children and
families to obtain and keep their health care cover-
age. They include:

m Prohibiting most insurers from limiting benefits or
denying coverage for children who have a pre-existing
condition (such as asthma, diabetes, or autism).

m Requiring plans offering dependent coverage to
allow young adults up to age 26 to enroll in their
parents’ plans.

m Providing well-child visits and other preventive
screenings with no cost sharing to children (and pre-
ventive services to adults) signing up for new plans.

m Eliminating dollar caps on benefits that an individu-
al or family can receive through their health plan over
a lifetime and, ultimately, annually.

m Establishing a set of consumer reforms to make it
easier for families to use their health coverage.

Together these improvements are estimated to affect
millions of individuals with or without health coverage
today. They also serve as a precursor to the broader
set of reforms, set to take place in 2014, which will
offer new coverage pathways to 32 million individu-
als.! The aim of these most immediate reforms is

to help some of those most in need to better access
care (i.e., children with special health care needs and
uninsured young adults), in addition to shifting to a
health care system that emphasizes prevention and
wellness. Since the changes rely on health plans and

insurers to change the way they do business, how-
ever, there are a number of policy considerations for
state officials and state-based advocates to consider,
as described in this brief. Strategies to ensure that
these policies work most effectively for children and
families include:

e Encouraging states to enact more protective stan-
dards than the federal law.

e  (Collaborating with state insurance commissioners
to improve monitoring and enforcement.

e  Educating constituents and the public about the
new protections and encouraging them to take
advantage of them.

September 23 Health Reforms

The following child-focused reforms begin for new
plan or policy years on or after September 23, 2010.
As a result, some people will see the benefits when
they renew their insurance, others when they sign up
for a new health plan.

Additionally, what plans are affected varies. Some
of the provisions apply to all group plans (i.e., plans
offered through an employer, including those that
are self-funded)? and plans offered on the individual
market, whether a person is buying new coverage or
already is enrolled. Other provisions do not apply to
so-called “grandfathered” plans. Grandfathered plans
are those in effect on the date of the ACA’s passage,
March 23, 2010, which have not made any signifi-
cant changes to benefits, cost sharing, or employer
contribution.® Understanding the differences is criti-
cal to helping families navigate the changes. (See
chart on page 2 and box 1 on page 3).

(continued on page 3)
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Health Care Reforms in Effect for Plan Years Beginning On or After September 23, 2010
(apply to all new plans and some grandfathered plans, as listed)

Provision

AND FAMILIES

Extension of
dependent
coverage

No lifetime
benefit limits

Choice of
provider or
pediatrician; ac-
cess to OB/GYN

Right to internal
and external
appeals

Federal Requirement

Requires plans that provide dependent coverage to extend
coverage to all adult dependents up to age 26. Plans must
notify current subscribers, provide for an enrollment opportu-
nity, and cannot charge more or offer different benefits for the
older dependents than those applied to other dependents. Plans
can implement across the board family premium increases and
establish premium tiers (e.g., self only, self plus one, family
coverage).

Prohibits health plans from imposing lifetime dollar limits on es-

sential benefits. Plans must make “good faith” efforts to define
essential benefits consistent with health reform bill. Plans can
impose non-monetary limits (such as number of doctor visits).

Requires plans to allow enrollees to choose which participating
doctor or pediatrician they want as their or their child’s primary
care provider, respectively. Allows a woman to go directly to her
OB/GYN without a referral.

Requires plans to establish a mandatory first level internal ap-
peals procedure in addition to a second level, external appeals
procedure administered by an independent third party.

Apply to
Grandfathered
Group Plans?
(employer plans,
including self-
funded plans)

Yes. Until
2014 does
not apply to
young adults
with an offer
of job-based
coverage.

Apply to
Grandfathered
Individual
Plans?

Yes




CENTER FOR

CHILDREN
AND FAMILIES

The ACA prohibits
health plans from
excluding children
under age 19 from
being covered
because they have a
pre-existing condi-
tion.

(continued from page 1)

Guaranteed Coverage for Kids

Prior to health care reform, children whose parents
had an insurance plan through their employer could
not be denied coverage entirely, but they could be
denied payment for treatment for a pre-existing
condition under certain circumstances.* Families who
sought coverage in the individual market had even
less protection — those insurers could deny children a
policy for almost anything, including minor conditions
like acne and seasonal allergies.®

The ACA prohibits health plans from excluding
children under age 19 from being covered because
they have a pre-existing condition.® This prohibition
includes both benefit limits (i.e., an insurance compa-
ny cannot refuse to pay for chemotherapy for a child
with cancer because the child had the cancer before
obtaining insurance) and outright coverage denials
(i.e., an insurance company cannot refuse to issue a
policy to the child because of the child’s cancer). The
Obama Administration estimates that up to 162,000
children could receive coverage due to this reform.”

Plans Affected: The rule applies to all group plans
and new plans on the individual market. It does not
pertain to grandfathered individual plans. As a result,
children who currently have a pre-existing exclusion in
their individual insurance plan (i.e., the plan does not
pay for benefits related to a certain condition) must
enroll in a new plan to take advantage of the reform.
Beginning January 1, 2014, when broader insurance
reforms go into effect, this provision also will apply to
adults.

Policy Considerations: While most health plans will no
longer be allowed to deny coverage or benefits to chil-
dren with pre-existing conditions, they may use other
tools to discourage these children from enroliment.
For example, until 2014 federal law does not pre-
clude them from charging significantly higher premi-
ums to families because of the child’s health status.
States could address this potential loophole by barring
plans from imposing excessive premium surcharges
on families that have children with pre-existing condi-
tions. In addition, insurers may look to impose general
plan waiting periods to dissuade enroliment. States
could strengthen the law by prohibiting insurers from
imposing excessive waiting periods (i.e., greater than
90 days) for coverage, so that children do not face
any delays in accessing necessary treatment.
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Box 1. What are Grandfather Plans?

Group or individual health plans that existed on
March 23, 2010 have been afforded grandfather
status, and are not required to adopt all of the
provisions in the health reform bill. Plans will lose
their grandfather status if they:

¢ Eliminate or substantially reduce benefits related
to a particular health condition.

e Increase copayments by more than $5 or the cost
of medical inflation plus 15 percentage points,
whichever is greater. Deductibles also cannot be
raised by amounts in excess of medical inflation
plus 15 percent.

e Decrease the employer contribution by more

than five percentage points, increase co-insurance
charges (a fixed percentage of the medical charge
paid by the patient), apply new annual limit restric-
tions or tighten limits already in place, or switch
insurance companies.

New employees and their families may be enrolled
in a grandfathered group health plan. Federal offi-
cials estimate that by 2013 about half of employer-
sponsored plans will not have grandfather status
because employers will elect to make significant
changes to the scope and cost of their coverage.
And most individual policies are expected to move
to plans without grandfather status by 2013 as
policyholders seek better, more affordable coverage.

In regulatory guidance, the Department of Health and
Human Services (HHS) indicated that insurers in the
individual market could allow open enrollment periods
in which families could only enroll their children in
such plans during specific time periods.® This could
severely limit the ability of families to access these
plans when they most need it. Unless further federal
guidance is provided, states may want to consider
putting stronger protections in place during the first
year to allow families with a child with a pre-existing
condition sufficient opportunity to take advantage of
the provision as intended. This could include limiting
plans from establishing open enrollments or allow-

ing appropriate exemptions to any open enrollment
periods, since it will take time for many families to
learn about their new rights to coverage and seek
enrollment. Beyond the first year, states may want

to provide some parameters under which the open
enrollment periods operate, including restricting in-
surers’ ability to underwrite outside of the open enroll-
ment period, expanding when open enrollments must
occur and how long they should last, and providing for
special enrollment periods for families facing chang-
ing circumstances (i.e., a divorce or job change).
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Young adults can ob-
tain coverage whether
or not they live in
their parents' home
or are a student, and
even if they are mar-
ried or are no longer
claimed as a depen-
dent on their parents'
tax return.

Extension of Dependent Coverage

In most states, insurers can and do remove young
adult children from their parents’ policies when they
turn 19, or if still a student, when they graduate from
college.® The ACA has changed that by requiring plans
that provide dependent coverage to extend coverage
to adult dependents up to age 26.1° Young adults can
obtain coverage whether or not they live in their par-
ents’ home or are a student, and even if they are mar-
ried or are no longer claimed as a dependent on their
parents’ tax return. But insurers do not need to cover
their spouses, nor, if they have any, their children.

Insurers must notify current subscribers of this new
change to ensure that families do not miss out on
this important benefit. Eligible young adults must be
allowed to enroll in coverage during an enrollment
period of at least 30 days prior to the beginning of
the plan or policy year. This includes dependents not
eligible when the parent first became covered under
the plan or who lost eligibility previously due to age
(even if currently on COBRA).!! The law also extends
tax rules excluding employer-provided dependent
medical coverage from taxable income to coverage for
these adult children.

Plans Affected: All group and individual plans must
follow this rule. However, before January 1, 2014,
grandfathered group plans are only required to cover
adult dependents if they are not otherwise eligible for
coverage through a job.

Policy Considerations: Young adults are the least
likely to be insured of any age group and therefore
stand to benefit substantially from the ability to join
their parents’ insurance. The Administration estimates
that up to 2.12 million young adults (1.64 million
who are uninsured) could benefit from the provision in
2011.1?

While the definition of a dependent is broad, the
federal guidance leaves it up to plans and insurers to
define “child.” As a result, states may want to ensure
that the basic definition for a child includes a biologi-
cal child, a stepchild, and an adopted or foster child
(including formal kinship care arrangements). Plans
and employers also can determine what, if any, docu-
mentation will be required to verify that the depen-
dent has no other coverage available through a job.
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Families who currently do not cover their children
under a plan will need to pay the additional premium
(minus any employer contribution) for family cover-
age. In addition, families may see an increase across
the board in annual group coverage premiums due to
the addition of young adult coverage. This increase
has been estimated to range from .5% to 1.2% in
2011.% However, plans cannot charge more or offer
different benefits for the older aged dependents than
those applied to other dependents. For example, while
a plan can charge different premiums for different
tiers of coverage (e.g., self-only, self plus one or fam-
ily coverage) they cannot charge different rates based
on a child’s age.

Preventive Care Without Cost Sharing

As part of the effort to move the health system toward
a preventive care model, the health reform law re-
quires new health plans to cover and impose no cost
sharing for the following preventive items and services
obtained in-network:4

e Those items that receive an “A” or a “B” recom-
mendation from the United States Preventive
Services Task Force (USPSTF).!516

e Immunizations recommended by the Center for
Disease Control and Prevention’s (CDC) Advisory
Committee on Immunization Practices (ACIP);
and

e Women's preventive care and screenings, to be
identified in future Health Resources and Ser-
vices Administration (HRSA) guidelines.!’

For children, this includes preventive care recom-
mended by Bright Futures, an initiative by the
American Academy of Pediatrics and HRSA. This
ensures that families joining new plans will no longer
face cost sharing (e.g., co-payments or co-insurance)
for well-child visits, vision and hearing tests, various
health and behavioral assessments, and developmen-
tal screenings.'®

Plans Affected: This provision only applies to new
group or individual plans. Thus, plans that maintain
their grandfather status are not be required to follow
this new policy.

Policy Considerations: The impact of this policy will
depend on the extent to which consumers are aware
of and take advantage of the new recommended
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Families joining new
plans will no longer
face cost sharing

for well-child visits,
vision and hearing
tests, various health
and behavioral as-
sessments, and devel-
opmental screenings.

services being made available to them without cost
sharing charges. Helping consumers and providers

to understand the preventive care benefits available
under plans will be essential to ensuring that the new
benefits are used.

Additionally, it is important to note that this policy
only applies to preventive services, not to treatment
that may be needed following a preventive screen.

For example, an insurer must cover a child’s vision
screening with no cost sharing, but it is up to the plan
whether required eyeglasses are covered, and at what
level. Insurers also can impose cost sharing for an
office visit separate from the preventive service under
certain circumstances (i.e., if the preventive service is
billed separately from the office visit, or if not, if the
preventive service is not the primary purpose of the
office visit).!®

No Lifetime Limits and Restricted Annual Limits

The ACA prohibits all health plans from imposing life-
time dollar limits on essential benefits. In addition,
the statute eventually prohibits annual limits on the
dollar value of benefits, but allows “restricted annual
limits” before January 1, 2014.2° HHS has defined
“restricted annual limits” so that they are phased-

in over three years. Starting in September 2010,
plans cannot impose an annual limit of less than
$750,000. In 2011, the limit cannot be less than
$1.25 million, and in 2012 and 2013, it cannot be
less than $2 million.?! In 2014, plans cannot impose
any annual limit at all.

Plans Affected: The elimination of lifetime limits
applies to all group and individual plans. The new,
transitional restrictions on annual limits applies to
all group plans, but not to grandfathered individual
plans.

Policy Considerations: While the law bans monetary
lifetime limits and restricts annual limits, health
plans could still impose non-monetary limits, such as
limits on physician visits, days in the hospital, and
prescription drug refills. For children with high cost
conditions, these restrictions could continue to limit
access to treatment. States could take additional
steps to restrict or prohibit these alternative kinds of
limits.

The law also allows HHS to issue a “waiver” to a
health plan, if the health plan claims that complying
with the annual limit restrictions would result in a sig-
nificant decrease in access to benefits or a significant
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Box 2. Coverage Available Now for
Millions of Children

The implementation of the September 23
reforms will bring into focus some of the issues
families face when obtaining health insurance
for their children. This creates an important
opportunity to raise awareness among eligible
families that their children could secure cover-
age through Medicaid or CHIP. New data from
the Urban Institute reveals that of the 7.2
million uninsured children in the U.S., 4.7 mil-
lion are eligible for Medicaid or CHIP. Of these
uninsured children, the vast majority (90%)
had family incomes below 200 percent of the
federal poverty level (FPL). See: G.M. Kenney,
et al., “Who and Where are the Children Yet to
Enroll in Medicaid and the Children’s Health
Insurance Program,” Health Affairs, 29(10)
(October 2010).

Additionally, families with special health care
needs may be eligible for the new pre-existing
condition insurance plan, now available in all
states. See “New Pre-Existing Condition Insur-
ance Plan,” http://www.healthcare.gov/law/provi-
sions/preexisting/index.html

increase in premiums. HHS has issued guidance
that would allow so-called “limited benefit plans” to
receive such waivers.?? Limited benefit plans, also
called “mini-med” plans, do not provide compre-
hensive medical insurance and often have annual
limits well below the restricted limits allowed in the
regulations. States could help inform consumers and
employers about these limited benefit plans through
prominent warnings on what benefits are not covered
or limited, as well as information on where to find
more comprehensive coverage.

The lifetime and annual limit requirements apply to
the benefits covered in the minimum essential ben-
efits package, which will be defined in future regula-
tions.?®> However, some plans, such as self-funded
employer plans and grandfathered plans, do not need
to provide the essential benefits package. HHS has
stated that plans and employers must make “good
faith” efforts to define essential benefits, consistent
with the categories provided for in the law.?* States
can help ensure that plans are complying with the
ACA by establishing appropriate, robust standards
for what constitutes a “good faith” effort and closely
monitoring health plans’ implementation of the new
requirements.
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Once these reforms
become effective,
insurance will start
working better for
many families and
children.

Patient Protections

A set of additional reforms will go into effect for plan
or policy years on or after September 23, 2010 that
will make it easier for families to use their health
insurance coverage.

Choice of Provider and Pediatrician.?®> Under the ACA,
non-grandfathered plans requiring a primary care
provider designation must allow enrollees to designate
which participating doctor or pediatrician they want
as their or their child’s primary care provider, respec-
tively. This is an important provision for children as
regular pediatric care has been proven to improve
child health outcomes, avert preventable health care
costs, and limit delays in care. The law also allows a
woman to see her OB/GYN without a referral.

No Prior Authorization for Emergency Service.?® The
ACA requires non-grandfathered plans providing
emergency services to eliminate the need for prior
authorizations, even when the services are provided
out-of-network. In addition, cost sharing for out-of-
network emergency services cannot cost more than
that charged in-network.

Right to Internal and External Appeals.?” The ACA
provides health insurance enrollees, except for those
in grandfathered plans, with a new national standard
for appealing an unfavorable decision by a health
plan. The standard establishes a mandatory first

level internal appeals procedure, administered by the
health plan, and a second level, external appeals pro-
cedure administered by an independent third party.

Prohibition of Unfair Rescissions.?® The ACA prohibits
health plans from rescinding a health insurance policy
once an enrollee is covered, unless the enrollee has
committed fraud or made an “intentional misrepre-
sentation of material fact” in his/her application. The
ACA also requires plans, if they do rescind a policy, to
provide a minimum 30 days notice to the enrollee.

Authors: Dawn C. Horner, Georgetown Center for
Children and Families & Sabrina Corlette, George-
town Health Policy Institute

Georgetown Center for Children and Families
(CCF) is an independent, nonpartisan policy and
research center whose mission is to expand and

improve health coverage for America's children
and families. CCF is based at Georgetown Univer-
sity's Health Policy Institute.

For additional information, contact
(202) 687-0880 or childhealth@georgetown.edu.

Implications for Children and Families

When these reforms become effective, insurance will
start working better for many families and children. It
is a good first step prior to the full implementation in
2014, offering families protections they have not seen
before. However, as with anything new, there is the
need for state-based groups and state officials to work
together to ensure the provisions work as intended for
children and families. Strategies that can be em-
ployed include:

m Encouraging states to enact more protective stan-
dards than the federal law. As noted throughout this
brief, states can take further action to strengthen the
new reforms. The ACA provides the general param-
eters of the new provisions, but states retain their
flexibility to refine and enhance it in ways that meet
the needs of their citizens. For example, in legisla-
tion that implements the federal probation on denying
coverage to children with pre-existing conditions and
limits, the California Legislature went one step further
by restricting the amount that insurers can charge to
cover those children.?®

m Collaborating with state insurance commissioners to
improve monitoring and enforcement. State insurance
commissioners are on the front lines of implementing
these reforms and ensuring health plan compliance.
Building relationships and working partnerships with
state insurance commissioners are vital to successful
implementation. Community-based organizations can
also play a monitoring role to alert insurance com-
missioners, and other state officials, about abuses or
other issues raised by the reforms.

m Educating constituents and the public about the
new protections and encouraging them to take advan-
tage of them. Families need help understanding what
options are available to them under the new reforms.
Providing simple, easy-to-understand materials, in
addition to hands-on consumer assistance, are im-
portant tools for state officials and community-based
organizations to provide. Additionally, families need to
know who to contact with complaints and/or concerns
about their health insurance plans.
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