PAGE  

[image: image1.jpg]ALLIANCE FOR
HEALTH REFORM

















                                  





The New Health Reform Law and Young Adults

Alliance for Health Reform

May 24, 2010
[START RECORDING]

ED HOWARD:  My names Ed Howard, I'm with the Alliance for Health Reform.  On behalf of our Board of Directors, Senator Rockefeller, Senator Collins, I want to welcome you to this program on ways that the Patient Protection and Affordable Care Act affects coverage for young people, young adults, in America.  

Now we know that one major effect is for those under age 26 who otherwise lose coverage under their parents plan when they age out, often when they turn 19 or finish school, and the new law’s designed to allow them to stay on that plan until they reach their 26th birthday.  

But really that's the most high profile item but not nearly all of the impact that that Affordable Care has that's relevant to this age group. Just to remind you of something you'll probably several times in the course of the program about 30-percent of young adults are uninsured at least by one reputable estimate. They represent about a fifth of the total number of the uninsured in this country.  In short, addressing coverage for young adults is essential for addressing coverage of the uninsured.  

So, the provisions that reform the insurance market are relevant as are those set up exchanges to make the markets work more efficiently. The offering of subsidies that can't afford coverage, and the requirement that individuals have coverage, are all going to have a major impact on the coverage pattern for this demographic and for the country in general.  

Now we're pleased to have as our partner in today's program the Commonwealth Fund, a philanthropy with substantial presences in both New York City and Washington. They’ve been extremely active in explaining the implications of various coverage expansions that are being proposed and have been proposed to policy makers and those who influence them.  

They've updated a paper specifically on coverage for young adults, which you should have picked up on your way in, called Rite of Passage with a question mark right?  No it's Rite of Passage without a question mark.  We had a new version, an updated version, just in time, produced for this program and I want to thank Karen Davis and Rachel Nuzum and the rest of the crew at the Fund for helping us put this program together in such a masterful way.  

Let me just do a couple of logistical announcements.  Those of you who've been to our briefings have heard this before, and so unlike the airlines you don't have to stop talking or stop eating and listen to it, because you've heard it.  There are however excellent materials in your packets and on our website, that is allhealth.org, that pertain to this briefing and the issues that are raised by it.  

There'll be a webcast and a podcast available, probably tomorrow, on the Kaiser Family Foundation's website, KFF.org and in a few days you can find a transcript of the discussion on allhealth.org our website.  There are green question cards that you can use at the appropriate time, microphones that you can use to verbalize your questions and blue evaluation form in your packet that I hope you'll take the time to fill out to help us improve these programs as we go along.  

Now let me get to the program.  We have a really impressive panel of folks with a variety of experience and knowledge to talk about the various issues that are involved in coverage for young adults.  First up is Sara Collins, the Vice President for Affordable Insurance at The Commonwealth Fund.  

I guess if you're insurance is not affordable, Sara's the person to see, she'll fix it.  She also happens to be the main author of this updated paper; Rite of Passage that has just been released and that you should have in front of you.  She's an economist; she's had service at the New York Academy of Medicine and Health Economics Research Operation, the New York City Office of the Public Advocate, even a stint at the US News and World Report.  Sara thanks for being with us again.
SARA COLLINS:  Thank you so much, Ed.  The Commonwealth Fund has issued Rite of Passage and it did have a question mark indeed in the title until this year, annually since 2003, and I just want to recognize my co-author Jennifer Nicholson.  The report has examined trends in and implications of gaps in health insurance among young adults ages 19 to 29.  

Every year the results have shown an increase in the number of young adults who are without health insurance coverage, an increase in numbers of young adults who go without health care because of their costs and medical bill problems and this year is no exception.

The latest data from the current population surveys show that in 2008 13.7 million 19 to 29 year olds were without health insurance coverage.  This is about 30-percent of all uninsured people under the age of 65.  The Commonwealth Fund survey of young adults, which is a national representative survey that we conducted in 2009, found that 76-percent of uninsured young adults did not get needed health care because of costs.  An estimated 11.3 million young adults both insured and uninsured reported they are paying off medical debt over time.  

Gaps in health insurance among this age group are linked to critical transition points in their lives, aging off of parents policies at high school or college graduation and losing eligibility for Medicaid in the Children's Health Insurance Program at age 19.  

The Affordable Care Act will bring sweeping change to the health insurance coverage of young adults over the next few years by insuring millions of young adults, eliminating coverage gaps and protecting young adults and their families from high out of pocket costs and medical debt.

Some provisions in the Affordable Care Act that will improve health insurance coverage for young adults go into effect this year.  Starting in September, young adults up to the age of 26 can stay on or come on to their parent's health plans.  The law applies to all adult children regardless of their living situation or location, their financial independence or marital or student status and it applies to all health plans including self-insured employer plans.  

Also starting in September young adults who are currently directly purchasing coverage on the individual market or who have health plans through their colleges or universities will be protected from limits on their benefits.  So there are prohibitions on benefit limits starting this year.  Also from health plans that might have rescinded coverage when they became sick in the past, those are also prohibited.

The law will bring the biggest impact on the uninsured in this age group in 2014 with the substantial expansion of Medicaid up to 133-percent of poverty, new insurance market regulations that prevent underwriting on health and gender, new state insurance exchanges and subsidized health insurance for people with incomes between 133-percent and 400-percent of poverty.  

Insurer's selling in the exchanges and the individual market must offer an essential benefit package, similar to employer plans, including maternity services, which has really not been available for people buying in the individual market until right now.  This is obviously an important benefit for this age group.  

There will be four different levels of benefits, Bronze, Silver, Gold and Platinum, that will vary only by cost sharing.  The benefits covered will remain the same within each level.  This will greatly improve both the comprehensiveness and the transparency of coverage compared to the individual market of today.  

The Departments of Health and Human Services Labor and Treasury, estimate the effect of the provision allowing young adults to enroll in their parents health plans in their interim final regulations that were released a couple of weeks ago, under their mid-range estimate about 1.2 million young adults will become covered under their parents policies in 2011. Of those about 650,000 are currently uninsured.  

The average annual premium cost for this age group is estimated to be about $3,000.  If costs are spread across all family group policies the agencies estimate that premiums would increase by less than 1-percent in 2011.  

This provision also has the potential to eliminate gaps in health insurance coverage that young adults experience upon graduation from both high school and college.  The Commonwealth survey of young adults found that in 2009 75-percent of college graduates who had coverage through their parents either lost or switched their health insurance with more than half experiencing gaps in coverage that lasted six months or more.  

In terms of the provisions that go into effect in 2014, we use current counts of CPS or current population survey estimates of the uninsured to examine the potential effect of the provisions.  So these are not estimates of take-up in 2014, but a distribution of current uninsured young adults by the provisions in the law.  Also point out that some unknown share of this group is undocumented, so they wouldn't be eligible for the coverage protections in the law, the coverage expansions in the law.  

Of all the provisions in the law Medicaid will potentially have the largest effect on reducing the number of uninsured young adults.  More than half of young adults or about 7.1 million are in households with incomes under 133-percent of poverty.  

The next biggest impact of the law is the availability of subsidized coverage through the exchanges.  Young adults with incomes between 133-percent and 400-percent of poverty and buy coverage through the exchanges and have their premiums capped between 3-percent and 9.5-percent of their income.  More than 40-percent of uninsured young adults or about 5.6 million had household incomes in this range in 2008.  

Only about 7-percent or fewer than a million uninsured young adults have incomes of 400-percent of poverty or more, that's about $43,000 for a single person and they could also buy coverage through the exchange or the individual insurance market. 

They're not eligible for premium subsidies but they would benefit from the new insurance market regulations against underwriting, the essential benefits package and also a catastrophic policy that's available to young adults.  This policy would have the essential benefit package but higher cost sharing and presumably lower premiums than other plans offered through the exchanges.  

This chart provides an example of the potential premium costs for 25 year olds purchasing coverage through the exchanges in a medium or average cost part of the country.  These estimates are from the Kaiser Family Foundation health reform premium calculator.  Premium costs for the Silver Plan, the premium subsidies are tied to the Silver Plan in the exchanges.

But premium costs not of subsidies for that plan range from about $650 for a 25 year old earning about $16,000 to $1,300 for 25 year old with slightly higher income, about $21,000, to total premium of about $2,600 for a young adult at 300-percent of poverty who's earning about $32,000 a year.  Women would finally face the same premium as men in this age group when the new provisions go into effect in 2014.  

The individual requirements to have health insurance goes into effect in 2014.  There are some exemptions; people who cannot find a premium that is less than 8-percent of their income and those with incomes below the tax filing threshold are exempt.  By 2016 the penalties will be the great of $695 or 2.5-percent of taxable income.  The compliance of young adults will be particularly important in terms of helping to ensure broad and diverse risk pools in the exchanges.  

Congressional Budget Office estimates that premiums in the exchanges and the individual market will be reduced by 7- to 10-percent because of the influx of young and healthy people into the exchanges.  So just to give you a sense of young adults views on this requirement, whether they might be expected to comply, about 62-percent of young adults in our survey, from last year, were somewhat or strongly supportive of a provision to require people to have health insurance coverage.  

Clearly ensuring ease of enrollment, seamless transitions between different coverage sources under the new law, the affordability of premiums and the comprehensiveness and cost protection of the benefit package, over time, will be very key in ensuring universal participation under the new law among young adults.  Thank you.

ED HOWARD:  Great, thank you very much, Sara.  Can I just ask – I note, for the record, that there is a difference between 19 to 29, which was the basis of a lot of the calculations, and the protection in the law that cuts it off at 26 and I assume that's because of the data that are available through the Census Bureau.  Is that a fair assessment or what?

SARA COLLINS:  Well we looked at – the going on to your parent's policy, the provision going up to age 26 is just up to age 26.  The estimates at HHS that we show on exhibit three I believe are just for 19-26 year olds.  The report has focused on 19 to 29 year olds and they do benefit from all those new provisions.

ED HOWARD:  Truly, thanks for much.  Next we're going to hear from Roland McDevitt.  Roland is the Director of Health Care Research at the Research and Innovations Center of Towers Watson which is one of the largest human resources consulting firms in the world.  

His forte is medical benefit design and health care policy analysis and he has more than 20 years experience at it.  He works with a whole range of employers and he's been hearing and responding to a lot of their concerns that are raised by the Affordable Care Act, including the provisions affecting young adults and we're very pleased to have him with us today.  Roland.

ROLAND MCDEVITT:  Thanks Ed.  Just to get an idea I think one important distinction, when you look at the employer sponsored plans, is the large employer plans that are generally self-insured and those are the clients that we work with and than the smaller employers that typically buy insurance through insurance companies.

ED HOWARD:  Roland, can I just stop you for a second.  Can I ask for a show of hands how many people know the distinction between self-insured plans and fully insured plans?  You know the difference.  Not bad.  How many don’t and don't be afraid to admit it, because this is your chance.  Well we're going to infer from that, that they can ask the people around them about what that distinction is.  Okay, so go right ahead.  

ROLAND MCDEVITT:  I won't explain it but I will say that our clients are the self-insured ones and generally they're not subject to the same regulations that these state laws impose.  The federal law that's just passed is very important for our clients and we've been working with them to trying to help them understand, you know what the implications are.  

So just to summarize the key implications for our clients; young adults will be eligible for their parents policies until they turn age 26, regardless of whether these young adults are working, regardless of whether they're full times students and regardless of whether they're married.  

So the potential here is pretty significant, that a lot of people could qualify for their parent's plans.  It first applies beginning in the plan year that starts after September 23rd, of this year.  For most companies that's January 1st.  For three years there will be transition rules that employers, if they choose, can say that if young adults got an offer of coverage through their own employer that they be required to take that as opposed to taking it through their parents plan.  So those are kind of the big issues for our clients.

So I want to look at the cost impact of simply extending coverage to this group and I want to touch briefly on some administrative issues.  It's not just providing coverage but there's a lot of administration involved.  Dental and vision for example, are not mandated to be covered, but they generally have the same eligibility systems and the same eligibility rules.  

So employers are going to have to figure out whether they're going to apply it to dental and vision. Retiring medical plans often times are administered together with the active plans. They're not required to provide this benefit but if they're not going to be providing it they'll have to be separated administratively.  COBRA coverage would apply to these new adult eligibles and there's an issue of should the employer require these young adults to take coverage if it's offered elsewhere.  

A lot of our clients are basically thinking that it's not worth going through that because there's really no good way to determine whether they have coverage elsewhere and it could be complicated.  The administration systems are basically not in place for all of this, so we have very few clients that are planning to extend this coverage before the next plan year.  

So, if you look at the way that eligibility is currently structured, the bar on the left there shows eligibility for non-students and about 80-percent of those lose their coverage either upon graduation from high school or upon, you know graduating, not being a student, not going to college.  

So the students on the other hand have much more generous coverage among large employers up to age 23, about 22-percent have lost their eligibility and by age 25, about 90-percent have lost eligibility.  So again, these are large employers.  These are the most generous plans that are out there. 

This just gives you an idea. I'm going to try to look at the cost impact of expanding coverage to this group.  It's interesting to look at just how many of these people there are.  53-percent of the covered lives for employers with the actual employees, spouses take up another 17-percent, and about another 30-percent are children and of those children only about 3-percent are in this 19-25 age group.  

So, you could expand that group quite a bit and it's still a pretty small slice of the pie.  Also it's important to recognize that children are, in general about half the cost of adults and that applies equally to these young adults as well as these children through 18.  So that's basically why the cost impact is relatively small.

I basically have taken those numbers here and just illustrated the way you might do cost-impact analysis.  It's very back of the envelope, and don't anybody start saying these are the numbers, and I think it's important to recognize that it really could vary quite a bit from employer to employer.  Some employers, for example, may not have a lot of employees with children going off to college.  

For those employers they could be in a very different situation from those that already have lots of these students going off and being covered under student eligibility. You can see here that children all together, in this example, are about $7.8 million of the total premium.  

By adding another 25-percent to that group we only go up by two-tenths of a million dollars.  So if we double the number of people in that 3-percent group, you know say they were 6-percent, it would go up to $8.6 million.  So it's a fairly small impact, both because there are relatively few people and also because they're relatively cheap, on per-capita basis.  

So when employers sit down to try to think how this is going to impact them, here are some of the things that they would think about.  What are the other alternatives available to these young adults?  Do they have coverage from their own employers and what's the cost of that coverage? 

I work with an attorney who's got a cousin that works on the Hill and when this went through, she got a call from her cousin and he said, "Gee, can I drop my policy and get on mom and dad's plan?"  You know so I think there are some very real questions here about how people are going to behave.  

In 2014 Medicaid kicks in and that goes up to 133-percent of poverty, so it's conceivable that quite a few workers, young workers, might qualify for that.  As Sara pointed out, these folks can purchase through the individual market or the exchange.  Many of them with a subsidy and so that's an open question too.  

You know do people characterize themselves as part of their parent's family or do they go off as a low income adult and get the subsidy to go into the exchange?  Finally with only a $95 penalty in 2011, there might be quite a few people that decide to decline coverage all together and simply wait until they need it.  There is no pre-existing conditions – actually 2014 is when that kicks in.  In 2014 they would have the option of basically declining coverage and then purchasing it when they needed it.  

So, one of the issues that employers have to think about is how are they going to price this coverage. Typically today they've three or four tiers of coverage; employee, employee plus spouse, employee plus children, or family.  There's nothing that keeps an employer from charging for each additional dependent and we've got some clients that are thinking about that very seriously. 

We have a few clients in Utah that are really thinking about it seriously [laughter].  Again, I don’t think that they really know how the behavior’s going to play out so, there may be a learning curve on this.  

The pricing, I think is another issue, if mom and dad's coverage is considered to be free, because they already have a family policy, you can add another dependent on, that's something that could make it a very attractive thing for young adults.

So the bottom line for employers; most employers are not viewing this as a critical issue. The financial impact is typically viewed as 1-percent or less.  Those who employ young adults may realize some savings if the price on the parents plan is attractive.  So, for example like retailers that have a lot of young people, that might have some of their employees going off to their parents plans.  

There could be some very significant effects for some employers; those that have few students today, the administration and compliance aspects of this could be significant.  Again, we don't know how young adults might behave, in terms of taking free coverage from a parent’s plan.  

So employers are going to have to consider three things; basically the level of their premium subsidy, most employers subsidize family policies at about 27-percent as opposed to the out of pocket member contribution for the premium is about 27-percent, where under reform it has to be less than 40.  

So there is quite a bit of room to play with, they could raise the premiums for families.  Additional premium tiers would be another aspect and then the generosity of the plan; it is a very rich plan, once you purchased it and if it is, it might be more attractive relative to other options.  

ED HOWARD:  Great, thanks very much Roland.  Now we're pleased to have as our final speaker, Kaitlyn Kenney and somewhere I actually wrote down something that I wanted to say about her, but I've lost it.

She is Director of Research at the Massachusetts Connector Authority, which is actually dealing with many of the problems that we've been anticipating in the course of these presentations you've just heard.  In the course of implementing the Massachusetts Reform Law, including subsidies, exchanges, insurance reforms, even a catastrophic plan and an individual mandate.  So we're very pleased to have some real-world experience with these concerns to bring to you and it's even nicer to have a young adult delivering those insights.  Kaitlyn thanks for being with us.

KAITLYN KENNEY:  Sure.  Well first of all I wish I actually were considered a young adult according to the regulations, but unfortunately I'm no longer in that category.  None the less I thought I'd begin, just by sort of level setting the context for this and giving a little bit of information on the Massachusetts Exchange if you will, before diving into a little bit more detail around what are called young adult plans in Massachusetts. 

Massachusetts has the Health Connector, which is where I work and that's really Massachusetts' exchange if you will.  It was established as in Chapter 58 of the Acts of 2006, which is considered Massachusetts landmark health care reform, and there are many similarities between what we've Massachusetts and that which has been done in the Patient Protection and Affordable Care Act. 

The Health Connector has several responsibilities.  We administer two programs.  One program is the Commonwealth Care Program, which is a program available to adults age 19 and older, who meet income requirements.  They must earn 300-percent of FPL or less, which is about $32,500 for an individual.  In addition to that we run a program which is called Commonwealth Choice. 

That program’s available to individuals and small groups and it's through that program that we offer a young adult plan, so that plan is available, without subsidy to individuals purchasing in the non-group market, and as I'll explain later in my presentation, that specific plan is available specifically only through the Connector. 

The Connector or the Massachusetts Exchange has other policy development responsibilities.  Many of these are deferred or to be further defined by the Secretary.  If you look at them in Federal reform, but in Massachusetts, things such as the affordability schedule or the minimum creditable coverage requirements, which are somewhat akin to the essential benefits package, were deferred to our Board of Directors.

In terms of development of what I will refer to as YAPs, or our Young Adult Plans, the Division of Insurance in the state and the Health Connector work to define specific regulations which would speak to the types of benefits that these plans had to offer.  

Coverage includes, as you'll see here, inpatient and outpatient hospital services, physician services for physical and mental illness, emergency services, and all Massachusetts mandated benefits.  So depending on where you're all from, that's probably a lot of mandated benefits relative to where many of you sit.

Interestingly enough young adult plans are offered both with and without prescription drug coverage and that is a little bit of an anomaly in that the minimum creditable coverage requirements in the state do generally require individuals to have prescription drug coverage.  But YAPs are a specific category of plans that by definition meet the mandate and therefore they’re able to be offered without prescription drug coverage.  

In addition, they may include annual benefit maximums, though that can be no less than $50,000 a year.  As many of you know, this is an issue we'll have to grapple with moving forward, as that is precluded under federal reform in 2014, and there are no unreasonable limits prior to 2014.  

Again, as I mentioned, YAPs are sold exclusively through the Health Connector, which makes us sort of a sole distribution channel for that product in our marketplace.  

The next slide here just provides a little bit of comparison in terms of the eligibility criteria for young adult plan in Massachusetts versus the federal reform catastrophic plans and also in terms of the benefit design.  What you see here is that while they've sometimes been compared as similar, in many ways they're very different.  

So for example, in Massachusetts you're only eligible for a young adult if you're between 18 and 26.  Whereas under the federal reform it's under 30 years old or if affordable coverage is not available to you, you may purchase through this catastrophic plan as well.  So there's not a specific sole age categorical eligibility here.  It could be expanded.  

In Massachusetts as well, if you have access to employer sponsored insurance, you may not purchase a Young Adult Plan.  Again, under the Patient Protection and Affordable Care Act, you can actually purchase a Young Adult Plan or a Catastrophic Plan if you're employer insurance is not affordable to you.  

In terms of the benefit design, the Catastrophic Plans truly are catastrophic plans.  So with the exception of three visits being covered prior to any cost sharing, the vast majority of services will first require to incur some out of pocket services up to the limits of high deductible health plans.  

In Massachusetts our plans are structured somewhat differently in that there is first dollar coverage provided in many instances.  However, our plans have, as I mentioned before, an annual benefit cap, so there are some distinctions here, and again, as I mentioned we do allow our plans to be offered without prescription drugs, which is not an option under the federal reform.

What I'm going to do now is just to sort of help make this a little bit more practicable for you, is walk you through just what it looks like if you're shopping for a young adult plan through the Health Connectors website.  The vast majority of individuals, who enroll in our program, over 85-percent, actually enroll online. 

So what you'll see here is our home screen.  If you go to our website, you come in and you can click on the type of customer you see that fits your profile.  The next slide here, the first step is to enter your family size.  In order to purchase a young adult plan, you must be a single individual.  At that point we have a screen built into our process to identify if there's a chance that you may be income eligible for our subsidized program, and if not, you would continue shopping.  

You move on to provide some basic demographic information, your age, where you live, etc, as you see here.  Then a screen pops up that tells you all the different categories of plans that are available to you or tiers.  Again, similar to the federal health reform, we have different levels of coverage.  While federal health reform offers a platinum plan, we do not, but otherwise we are largely similar.  

If an individual were to select a Young Adult Plan they would see here the plans that are available to them.  Within each of these categories one can further drill down to see all of the specific carriers that offer each of these plans and it allows an individual to make some comparison shopping decisions across all the plans available to them.  

So I'm not going to go further through the process, but basically you can drill down.  There's further detail you can find, etc, and like any transaction, you close the deal by entering in your statement for a bill.

Just to give you some sense of enrollment end figure, YAP's subscribers represent about 25-percent of our total non-group book of business.  Interestingly about 80-percent of those who are eligible for a YAP enroll in a YAP.  A large additional chunk of that age cohort, opt to enroll in a bronze level plan, though we do have individuals that choose to enroll in a higher coverage tier, a silver tier, for example, or a gold tier.  

About 67-percent of individuals choose a YAP with prescription drug coverage.  So the vast majority are choosing coverage that does offer prescription drug coverage.

We did, in Massachusetts, just to provide some context here, provide extensions for dependent coverage, when we passed reform in 2006, so the extension was; you may stay on your parent's policy up to age 26, or two years following loss of your dependent status.  So the federal reform is actually more generous than our current standard.  So it will be interesting for us to watch and see what impacts that may have.  

Not in my slides here, but just I have a couple of quick minutes, I thought it would be interesting to mention and interesting for you, in terms of the actual implications on some of the provisions in reform and the Young Adult Policies, etc. what they've had in the terms of an impact on uninsured young adults in Massachusetts.  

Shannon Long published a paper, or shared it at a conference, I’m not sure, indicating that in 2005 and 2006, some of the years just prior to passage of reform, about 21-percent of 19 to 26 year olds in Massachusetts were uninsured.  Following passage of reform, so in the years 2007 and 2008, about 8-percent of young adults 19 to 26 were uninsured.  

So while it's not easily distinguishable in terms of whether the extension of dependent coverage, the availability of YAP policies, a mandate that penalized people for not purchasing insurance that was available to them, clearly many of the elements that exist in Massachusetts and that will exist nationally have had a positive and dramatic impact on insurance coverage of young adults.  

ED HOWARD:  Terrific, thank you.  Kaitlyn, the website that you were walking us through, tell us what it is, so that we can duplicate it if we want to try.

KAITLYN KENNEY:  Sure it's www.mahealthconnector.org.
ED HOWARD:  Okay.  Alright, we've set the table for you.  There is an opportunity now to ask questions.  If you have one's you want to write down on a green card, do that.  If you want to go to one of the microphones, there's one in the front, one in the rear.  If you do that, identify yourself, if you would and try to keep your questions as short as you can, so that our panel can get to as many of the questions as they can.  

Let me just ask, while we're getting organized, Roland a lot of your firms are larger employers, and I wonder what you might have to say about the difference between those clients reactions to the new requirements and opportunities and what you’ve been hearing about the small employer market.

ROLAND MCDEVITT:  Well, if you employ fewer than 50 people this is a really good deal, because there's no mandate for small employers.  I think it was Sara's paper I think there was some numbers that suggested, or maybe it was Congressional Budget Office that was estimating that small employers may actually drop coverage in some cases.  

Because they'll realize that there's other options available to people through the exchanges and so on.  I guess that mid-market, it's a big group between 50 employers and 5000.  I suspect that group is not as well prepared to sort of plan for all these things and deal with the administrative issues and things of that nature, but I don't really deal with them.  

ED HOWARD:  Now we've heard from insurers that they are stepping up to the plate and making the changes to these policies to allow young adults to stay on their parents policies now, even though the requirement doesn't go into effect for most people till January 1, in effect.

ROLAND MCDEVITT:  Yep.
ED HOWARD:  I wonder how that plays out in reality, if the insurers are making this change, who benefits, if employers aren't going to be able to interpose their systems?

ROLAND MCDEVITT:  Yes, one kind of detail that most people don't understand is all the kind of administrative enrollment stuff that's behind a large employers health plan, is actually, typically done by the employer, it's not the health plan.  

So the employer has to sort out these things about is dental and vision and medical going to be treated the same. When is this 30 day period going to be?  What are the rules going to be?  How are they going to be communicated?  So each employer has to sort these things out and I think that's not the insurance company’s problem, that's the employer’s problem and the employer has to pay for it too, of course.

ED HOWARD:  Right.  Sara you have something to add to that.

SARA COLLINS:  Yes, I mean just from a consumer perspective, for young adults who are graduating this spring, it's just really important to go to your employer and find out whether or not they're starting this right off the bat and when they're enrollment year actually begins as well.  

So they have to start, any time after September 23rd, that the enrollment period might be later than that, or will likely be later than that as you mentioned.  So it's just really important to find out from your own employer when this is going to be available.  

ED HOWARD:  Yes John.

JOHN GREEN:  John Green with the National Association of Health Underwriters, representing agents and brokers who sell health insurance to employers, and we've been having a lot of discussion about small group market too.  We think that the non-discrimination rules, we aren't going to lose as many small employers to the exchange as we initially thought.

Because if you have a class what are now like protected employees that you want to keep with these benefits, you can't discriminate against certain classes of employees and just throw them out in the exchange.  So it's sort of an all or nothing proposition.  So I don't know that we'll lose as many small employers as maybe your comment suggested.

SARA COLLINS:  Just a comment on the CBO estimate; so the CBO is anticipating that it's very fluid, so they're predicting a take up, people getting newly covered through employer based plans, 6 to 7 million additional people by 2019, then a drop off of that between 8 and 9 million small, lower wage firms.  

The other piece of this, small employers can buy their employees into the exchange, starting in 2014, so they're anticipating that about 5 million employees will get coverage through the exchange, but continue their coverage through employer based plans but just getting coverage through their employers through the exchange.  

ED HOWARD:  Okay, I've got a question from one of you and I don't know whether you're a young adult or not.  Directed to Roland, I heard Secretary Sebelius in her webcast two weeks ago on dependent coverage, so that the new law did not require, or mandate employers to offer family coverage at all. So, the addition of dependent coverage through age 26 is only where there is employee sponsored dependent or family coverage in the first place.  Is that correct?

ROLAND MCDEVITT:  I think that's correct, but I haven't heard that talked about really at all among our clients.  I think when you talk about this stuff you look at kind of the baseline and employers are currently offering family coverage, at least large employers are.  So I think it's not, I guess you could make the case that if this was enough of a burden they might consider dropping it, but I haven't heard any of that kind of discussion.  

SARA COLLINS:  They actually are not required to offer dependent coverage, so it's only for plans that are currently offering dependent coverage.  

ED HOWARD:  There you go.  This questioner is interested in the laws impact on vulnerable populations, specifically; no mention was made of the expansion of Medicaid for former foster youth up to age 26, effective in 2014.  Is that something that has gained or should have gained national attention and are there any known analyses on this provision?  Sara.

SARA COLLINS:  That is true.  It does extend the age that foster children can stay in the Medicaid program, so it increases the age of eligibility for Medicaid for foster children.  I'm not remembering what the actual age is, but that is a very important provision for that population.

We have in our Rites of Passage; we've for several years recommended an increase in age of eligibility for young adults in the Medicaid program over all, including foster children, so the expansion of income eligibility in Medicaid really addressed that in a very different way, because it extends Medicaid to childless adults and obviously adults with children as well.  

That's a major change from Medicaid programs, where most adults without children are not eligible in most states.  So the foster children the increase age of eligibility in the Medicaid program, but the broad population of young adults are really impacted by the income eligibility expansion in Medicaid.

ED HOWARD:  Terrific.  Alright, here's a question for any of the panelists.  How do you see the new law affecting the health plans offered by colleges and universities?  I know Sara there's a discussion of this in your paper.  I know also that a number of states had actually put in place mandates that college students have coverage of some sort, and usually through the college or university itself.  

SARA COLLINS:  That's right, so this is an interesting aspect of the law.  A lot of young adults do get their coverage through college plans.  The plans vary dramatically in terms of quality.  Some plans are very skimpy.  Some plans are exceptional plans depending on the university.  Some plans the GAO did a study of college plans a few years ago; most of them had lifetime limits on benefits that were really low.  

So a quarter of the plans that they studied had lifetime limits of $20,000 or less.  So obviously the provisions in the law, because they're prohibiting lifetime limits on benefits, will do away with those kinds of plans and they're offered through colleges and universities right now and that happens right away this year, obviously, under the law.  

Another piece are the medical loss ratio reporting, so health plans have to cover between 85-percent or 80-percent, depending on what market they're sold in, of premium costs have to be spent on medical costs.  A lot of health college plans have much, much lower medical loss ratios than that.  

So that's another provision that will definitely affect college plans.  I think there's a question as to whether those college plans will survive over the next four years.  Whether young adults will just get their coverage either through their parent's policies or through the exchanges, so I think that's a question going forward.  

ED HOWARD:  You must have had to deal with that Kaitlyn, in Massachusetts?

KAITLYN KENNEY:  Sure, an interesting decision in the state of Massachusetts was that qualifying student health insurance plans, what we refer to as QSHIP policies were deemed to meet the standards of the mandate.  They were sort of a category of plans that were deemed to meet the requirements to have health insurance.  

However, to Sara's point, there is a wide variation in the quality of care, we've found, in looking at the plans that are offered by the colleges and universities in our state.  So, really just from sort of political impetus and advocacy, the fact that there were some plans that were deemed to meet the requirements of the mandate, but that didn't necessarily align with other minimum creditable coverage plans, benefit structure requirements, there was really a strong desire to improve the quality of those plans.  

So the Connector served in sort of a consultative role working with some of the state colleges and universities, to run a new procurement in order to solicit bids for new health plans that would be offered through those colleges and universities, and significantly improved the comprehensiveness of the benefit plans at a very modest rise in premiums.

So we view that as something that's sort of a success and similarly we do expect that we're going to have to revisit this issue for the state again, because of some of the new requirements in federal reform.

ED HOWARD:  So that's one of the issues you're going to be looking at between now and 2014?

KAITLYN KENNEY:  Yes, among many.  

ED HOWARD:  Actually several more questions on college plans.  I cannot imagine why that is such a popular topic.  One aspect of this that we haven't mentioned yet, one questioner asked if we have any of the panelists have thoughts about how student health centers that don't currently bill insurance companies for services to students, might be affected by these changes.  The answer is no.

SARA COLLINS:  So some of these college plans have wrap around services and you, Kaitlyn may want to address this too, but some college plans have their insurance package and then also a wrap around package that's included in your health plan.  

So one question that people who spend a lot of time thinking about college plans have, is if whether college students are somewhat better served by plans like that, than they would be, for example if they went into the exchange where they're health centers might not be right on campus.  

So that in some ways, the college plans that do have these wrap around services, or existing student health centers, are actually provided a more complete set of health services, particularly for mental health issues among students, services like that, that are specific to that population.

ED HOWARD:  Okay, here's a very straight forward question about a person under 26 being on parents insurance.  What if the parents are separated or divorced.  Whose insurance will the person be on and who decides that?  Roland?

ROLAND MCDEVITT:  There's this thing called the birthday rule.  I assume that would apply here.  It basically is which parent's birthday comes first in the course of the year, if they both have coverage.  I believe that might apply.

KAITLYN KENNEY:  I also believe, and I would have to double check this, but I think the National Association of Insurance Commissioners has some regulations spelled out that help define sort of in very complicated circumstances to whom the insurance coverage is deferred and which coverage would play claims, etc.  

ED HOWARD:  Wow, okay.  Would coverage as a child be contingent on staying on the parents plan continuously?  For instance, if a student was covered by his or her university, until they graduate, would he or she be able to return to the parent's coverage and how would this policy impact family premiums?

SARA COLLINS:  They can come back on, so they can definitely come back on.  So regardless of their health status or whether they're living at home, Roland mentioned, they can come back on.  

So, you're essentially a child forever. So you are as you are five years old coming back to your parents plan as a 25 year old.  So the price doesn't change.  It's all dependent on the existing price and what the existing benefit of the employer is.

ED HOWARD:  Yes sir.

BOB HALL:  Thanks for the turn.  I'm Bob Hall with the American Academy of Pediatrics and we're always very focused on benefits for children and actually young adults as well, adolescents also.  I'm wondering; one, the experience of pediatricians is that a lot of kids who sort of age out through being children with special health care needs, have problems being placed with the next step, within the health care system.  

So we're very focused on that transition issue.  But it really sort of underlines the point that close to 1 in 5 of these people actually have chronic conditions and they're in no ways invincible.  

So, I'm actually wondering about the benefits, in terms of Massachusetts what’s happened.  This is also the population that often has unplanned pregnancies, about 50-percent of pregnancies are unplanned in the United States.  How has the YAP plan dealt with maternity coverage and what are the requirements for the not young invincible programs within the health reform bill?

KAITLYN KENNEY:  Sure so to answer your specific question regarding coverage of maternity benefits under the YAP plans, the way in which that works at the point in which a young woman delivers a child, that woman would experience, what's considered a qualifying event and would have the opportunity to move into an alternative health insurance plan, offered through the Connector as well.  

Typically it’s what we've experienced in instances like that is that an individual would move from a YAP plan offered by a given carrier, to a bronze plan offered by that same carrier.  We've really not had any issues to date to speak of, in terms of continuity of coverage.  

ED HOWARD:  How do we think that will play out in the federal context?

SARA COLLINS:  Well, the federal law includes, it's the full essential benefit package, which includes maternity services, so there's no difference in the, at least the services covered under the catastrophic plan, relative to the other plans offered through the exchange.

ED HOWARD:  Just higher out of pocket costs?

SARA COLLINS:  Right.
ED HOWARD:  Okay.  This is a really basic question and I know that a couple of you have touched on it, but obviously it's worth reiterating if it's being asked.  Talk a little about the impact of adding someone under this new provision on premiums.  The way its phrased here is, is coverage for the young adult free and Roland you said it was almost free.  In other words are families going to pay more in premiums to maintain the coverage that they now have?

ROLAND MCDEVITT:  Well I think the regulations basically say that you can't charge more for these dependents than you do for other similar dependents, that are younger, but it doesn't say that you can't charge per dependent or that you can't raise premiums for families.  

What I was illustrating here is if you just took all those costs and spread them across the plan, that on the average it's a relatively small impact because it's a relatively small slice of the population, that's relatively low cost.  

You could have circumstances where, maybe there's not very many families, in a plan, and they have a lot of college students or older young adults where it could have an effect on premiums that could be significant.  The way people thought about it is that it would raise family premiums.  

I'd imagine you could break it down in ways that are kind of unconventional.  You could charge for each additional adult dependent as well, or each dependent, you couldn't treat the adult dependents differently than others.  So, that's kind of around the bush, I guess, but I'd say on the average it's a small effect, but that there could be circumstances where it could affect family premiums.

ED HOWARD:  In Utah perhaps [laughter].

ROLAND MCDEVITT:  There would be, yes.

SARA COLLINS:  In HHS estimates, they estimated low, medium and high, take up and effects and the effects on premiums were highly dependent on how many young adults actually would take up.  So the greater take up, the broader the risk pool of young adults taking up, so, it would be a more diverse pool, the larger number, for the lower end of the estimate range, they're anticipating it would attract less healthy young adults coming onto their parents policies, higher resulting premiums because of that.  

ED HOWARD:  Kaitlyn you talked about the high-percentage of young people signing up who opted for the Catastrophic Plan, the YAP.  Were there significant numbers of people subject to the individual requirement who chose to pay the penalty, since it was substantially less than cost of coverage and we've heard a lot about the penalties, at least initially in the national law, not as financially adverse to someone as the cost of coverage.

KAITLYN KENNEY:  Sure, no, we've had very low numbers of individuals who've opted to forego coverage and instead pay the penalty, every year.  I want to say, we've had about, I want to say less than 10,000 individuals appeal application of the penalty.  We do have people who make less than 150-percent of the poverty level do not have a penalty, their penalty would be zero.  

So there are those individuals who may be uninsured but there would not be a penalty applied to them.  But above 150-percent FPL, we still have low numbers of individuals who appeal the penalty.

ED HOWARD:  Okay, we are; thank you.  We've answered all of your written questions; we have no one at the microphones, so we give just the opportunity for our panelists to make some final comments.  If you have ever been intimidated by the long waiting line of cards or people at the microphones, now is your chance to salvage a moment in the spotlight on the webcast on this topic.  Sara if you have anything you'd like to add in conclusion, I would opt the same opportunity for Roland and Kaitlyn.

SARA COLLINS:  I would just like to emphasize how important all of these provisions are that we've talked about today, in terms of increasing coverage among this population.  This has been a population that has been most affected by our reliance on employer based health insurance coverage.  They're most likely to fall through the cracks.  

I think it's also really important to remind ourselves of the distribution of uninsured young adults is in relatively low and moderate income families and so the subsidized coverage through Medicaid and the premiums subsidies through the exchanges will really get about 90-percent of those who are uninsured right now.  

I think that Kaitlyn's insight about the mandate; people have an image of a stereotype, typical young adult as being invincible and not wanting to take up coverage.  I think the experience in Massachusetts really does indicate that we can expect that there will be a lot of take up in this age group.  

That young adults are not buying coverage because it's simply not affordable.  They're underwritten in the individual market.  So, I think these provisions really do go a long way to making sure that we have most young adults covered in the next four years.

ED HOWARD:  Actually that's a really good concluding comment but it's anticlimactic in the sense that someone has taken me up on my offer.  So you have the last question on the floor.

CHIP BISHOP:  Thank you and this pertains to several of the different panelists remarks so.

ED HOWARD:  And you want to identify yourself.

CHIP BISHOP:  My name's Chip Bishop I work at a think tank here and I'm a young adult, technically still, I think, yes.  If the predominant means of the coverage expansion is through Medicaid, what are the cost considerations on the national budget, specifically with the substantial cuts that are mentioned in the particular bill?  Basically who's gonna pay for it if Uncle Sam doesn't want to.

ED HOWARD:  Are you talking about the point at which the federal subsidies of 100-percent or 90-percent?

CHIP BISHOP:  Well for instance there was $587 of the bill was coming from Medicare/Medicaid cuts, reimbursements to doctors.  So what's going to make the doctors take on these more patients, if we're expanding it to the youth?

SARA COLLINS:  I don't have estimates for the young adults share of this, but the Medicaid and Children's Health Insurance Program expansion over the next 10 years is about $434 billion, but the subsidies through the exchange are about $464 billion and then there are some subsidies for small employers.

But those costs are more than off-set by the revenue provisions in the bill and also by the significant payment and system reform provision in the bill, so that you end up in 10 years with a negative impact on the federal deficit of $143 billion, so the deficit actually goes down.  

So even though it does cost money to expand coverage to this age group, it will be more than off-set by the system reform provisions.  In fact, Karen Davis, who's here today and her colleague David Cutler, have a piece last week that looks even more closely at some of the potential for the payment system reform provisions to decrease health system spending both at the federal level and overall, over the next 10 years, even have greater impact on the premiums, which is clearly the affordability issue is so important going forward; so those system reform potentially decreasing premiums but up to $2,000 over the next 10 years.  

ED HOWARD:  Anybody else want to offer, and I would add to that, that at least part of the answer is some of the folks, the physicians and certainly hospitals are caring for now, they get absolutely nothing for.  

Whatever the reduced rates are that reward efficiency, which brings in another factor, is going to increase the total revenue that a lot of the providers have, which is one of the reasons why there were some agreements beforehand that were concluded to accept a certain level of reduction with the idea that coverage was going to expand a substantial number.  In this case somewhere north of 32 million and offset some of the reductions in revenue that were coming in from the other end. So, a very good question. 

Now we will continue with the conclusion if you, Kaitlyn, would like to offer any last observations.

KAITLYN KENNEY:  Yes, I'd echo Sara's comments again, with respect to the importance of these provisions and Massachusetts experience providing evidence that there can be dramatic impacts of take up among young adults.  I would also echo that it's a work in progress and so it's something that will take significant amounts of time and investment in outreach to do.  Informing people of their options is critical and it's often complicated. 

We find in Massachusetts that despite our success in insuring a significant number of young adults, we do still have a young adult population that represents a disproportionate-percentage of the remaining uninsured and they do happen to be largely lower income, young people and so this is sort of a project that sort of needs to continue over time.

Health insurance is complicated and so it's really important to try and find ways to message people and make this as simple as possible for them.

ED HOWARD:  Roland before you offer your comments, let me just remind you that it would be very helpful if you would fill out the evaluation forms as you listen to these last comments and help us to make the next one even better.  Yes, Roland.

ROLAND MCDEVITT:  Okay, two points, I guess.  Young people may not be invincible but they are relatively cheap and I think that's kind of a nice thing in several ways.  I think when it comes to extending coverage through employers and through the exchanges that getting those extra covered lives in, has some very nice effects on the risk pool. 

So, this is a part of the population where I think a lot of people are going to be covered for relatively little expense.  

A second point, I would say is that employers, our clients, typically don't agree with Joe Biden but I think that they would agree that this is a big deal [laughter].  Not this particular provision, necessarily, but when you look out over the next eight years, especially I guess, that there's a lot of change coming down the road.  There's a lot of compliance issues, there's a lot of things that are hard to understand, as far as how it's going to affect their costs.  There's a lot of potential for spouses and dependants to move one way or another across one employer to another.

So while it might look like a relatively small effect to say there's this little 1-percent estimate, this is just one provision in the law and I think there's going to be a lot of consulting work to do.

ED HOWARD:  Well we can be thankful for some aspects of the reform law anyway.  Well thank you very much.  Let me just reiterate our thanks to the Commonwealth Fund for supporting and helping to sponsor this briefing.  Thank you for asking a lot of questions about young adults and especially if they are self-interested.  We are always interested in that and ask you to help me thank our panel for a very illuminating discussion of an important part of this reform law [applause].
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