




On June 17, 2010, the Internal Revenue 
Service, Department of Labor, and De-

partment of Health and Human Services re-
leased interim fi nal regulations (the “Regu-
lations”) in an attempt to resolve ambiguity 
regarding the changes that affect a plan’s 
grandfathered status. But what’s the fuss if 
a plan loses its grandfathered status while 
adopting a plan design change that cre-
ates cost-savings? This brief will explore the 
cost-benefi t analysis that each plan spon-
sor should undergo in deciding whether 
to adopt plan design changes affecting a 
plan’s grandfathered status.
 The Patient Protection and Affordable 
Care Act (“PPACA”), as amended by the 
Health Care and Reconciliation Act of 
2010, exempted or “grandfathered” group 
health plans and health insurance cover-
age in which an individual was enrolled 
on March 23, 2010 from certain insurance 
market reforms and coverage mandates un-
der Subtitles A and C of PPACA. PPACA did 

not address what design changes to a plan 
would affect its status as a grandfathered 
plan. Enter the much anticipated Regula-
tions which provide guidance regarding 
both the determination and maintenance 
of a group health plan or health insurance 
coverage as a “grandfathered health plan” 
under PPACA. 
 In order to maintain a plan’s grandfathered 
status, the Regulations are full of examples 
of “don’t do or else” changes. But, when 
faced with a proposed amendment which 
creates signifi cant cost savings for the plan 
sponsor, what factors should be considered 
before disregarding the change merely be-
cause of its affect on a plan’s grandfathered 
status? The action items below can be used 
as a guide to explore both the costs and 
benefi ts of the proposed change:

Understand the Nature of the Proposed 
Design Change – Remember not all plan 
design changes will cause a plan to lose its 

grandfathered status. Thus, the fi rst step in 
analyzing a proposed plan design change 
is to determine whether or not the plan 
design change will affect a plan’s grandfa-
thered status. As a rule of thumb, the fol-
lowing proposed changes should be scruti-
nized before implementation:

Reduction and/or Elimination of a Benefi t 
to Treat or Diagnose. If the proposed 
amendment eliminates a benefi t used 
to treat or diagnose an illness, then 
the plan could lose its grandfathered 
status. The plan sponsor should exam-
ine whether, after the amendment is 
effective, the participant will be able 
to treat or diagnose the illness? If the 
answer is no, then the proposed de-
sign change will likely cause the plan 
to lose its grandfathered status; 

Increase in Cost-sharing for Participants. If 
the proposed design change will cause 
an increase in costs to the participant 
(e.g., an increase in coinsurance, pre-
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BenefitMall is the largest General Agency in the country, and we’ve been 
serving the needs of Brokers for over 30 years. We’re pleased to announce 
our 9th annual sales incentive program, Relax and Rejuvenate at the Ritz, 
Rose Hall, Jamaica.
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YOUR GOAL: Sell $750,000 of new, annualized premiums with a minimum 
of five new cases with effective dates of July 1 through December 31, 2010.

YOUR REWARD: You and your guest will join us for four days and three 
nights at The Ritz-Carlton in Rose Hall, Jamaica, May 12 through 15, 2011.

YOUR ADDED BONUS: Sell $1,800,000 or more of new annualized 
premiums with a minimum of five new cases during the same period,  
and you’ll receive an additional trip for two.

Meet the challenge and we’ll see you in Jamaica, mon! To join us  
in Rose Hall, Jamaica, go to www.benefitmall.com or contact your  
local BenefitMall Sales Team today!

Relax and Rejuvenate at the Ritz

Woodland Hills 800-877-0101 
Orange 800-966-3791  San Diego 800-446-4999

7-01011



Electronic Inland Informer  •  August 2010 19

mium, deductible, or out of pocket 
limits), the change could cause the 
plan to lose its grandfathered status. 

Decrease in Employer Contribution Rates. 
Plan Design changes which affect 
employer contribution rates (either 
by changing a formula or fl at-dollar 
amount) will likely cause the plan to 
lose its grandfathered status. 

Change/Impose Annual Limits. PPACA 
prohibits annual limits, but allows re-
stricted annual limits on certain ben-
efi ts before 2014. However, if a plan 
did not have annual limits before 
March 23, 2010, it cannot impose a 
restricted annual limit without losing 
its grandfathered status. Similarly, if a 
plan established an annual limit before 
March 23, 2010, it cannot decrease 
the annual limit without losing its 
grandfathered status. 

Understand the Scope of the Proposed 
Design Change – The Regulations provide 
that the determination of a plan’s grandfa-
thered status is made separately with respect 
to each benefi t package made available un-
der a group health plan or health insurance 
coverage (e.g., HMO-option, PPO-option). 
Thus, it is important to understand and 
determine the scope of the proposed plan 
change. Plan sponsors should consider:

What benefi t package(s) does the pro-
posed design plan change affect? 

 Does a change to one benefi t pack-
age force a change in other benefi t 
packages (i.e., will the change impact 
nondiscrimination testing to force a 
broader change than anticipated?) 

Can the reach of the proposed amend-
ment be limited? Plan sponsors should 
be aware that the Regulations clarifi ed 
that stand alone retiree-only plans are 
exempt from the insurance reform 
mandates of PPACA (e.g., no lifetime 
or annual limits, no rescission, etc.). 
Thus, if the proposed plan design 
change will affect a retiree-only com-
ponent, it might be advantageous to 
create a separate retiree-only plan so 
that the retiree-only component is ex-
empt from most PPACA mandates. 

Understand the Costs of Compliance with 
Provisions of PPACA Applicable to Non-

Grandfathered Plans – Before deciding to 
implement a plan design change which will 
subject the plan to additional mandates of 
PPACA, it is important to understand the 
costs associated with compliance with the 
major provisions applicable to non-grand-
fathered plans.

Generally effective for plan years beginning 
on or after Sept. 23, 2010:

Claims Appeal Procedures. PPACA man-
dates non-grandfathered plans to have 
an internal and external claims appeal 
process that incorporates ERISA claims 
procedures and follows DOL and HHS 
standards. Most group health plans 
should already have a claims appeal 
process in effect. Thus, the cost of 
adding additional claims procedures 
to an already existing framework will 
likely be minimal. However, plan spon-
sors should examine how many claims 
have been processed in previous years 
in order to determine the additional 
cost associated with the heightened 
requirements. 

Discrimination Testing. Fully-insured non-
grandfathered group health plans are 
subject to the nondiscrimination re-
quirements of Section 105(h)(2) of 
the Internal Revenue Code, including 
the prohibition against discrimination 
in favor of highly compensated em-
ployees. Plan sponsors of fully insured 
plans should review their plan to 
ensure that the plan will survive dis-
crimination testing. If a plan design 
change is made that takes a fully-in-
sured plan out of grandfathered sta-
tus and the plan fails discrimination 
testing, the cost associated with add-
ing additional benefi ts for non-highly 
compensated employees could be 
substantial. 

Various Patient Protections. Non-grandfa-
thered plans are required to cover cer-
tain types of preventive health care, 
including limitations on cost-sharing 
for emergency services and cancer 
screenings. Compliance with this pro-
vision will have an immediate dollar 
impact which plan sponsors should 
determine before contemplation of 
any design change which could affect 
its grandfathered status. 

Generally Effective for Plan Years Begin-
ning on or after January 1, 2014:

Insurance Cost-sharing. Non-grandfa-
thered group health plans must limit 
cost-sharing and offer minimum 
coverage levels (e.g., no annual out-
of-pocket limits greater than $5,950 
for individual coverage and $11,900 
for family coverage). Plan sponsors 
should determine the potential dollar 
impact of this mandate by reviewing 
their current coverage levels. 

Clinical Trials. PPACA prohibits group 
health plans from denying coverage 
for certain clinical trials. This cost will 
likely be minimal, but the plan spon-
sor should analyze its participant pop-
ulation to determine the associated 
cost of compliance. 

Analyze the Benefi ts of the Proposed 
Plan Design Change - After analyzing the 
additional costs of compliance with the 
provisions of PPACA that are applicable to 
non-grandfathered plans, plan sponsors 
should weigh those costs against the ben-
efi ts of the proposed plan design change. 
Plan sponsors should consider:

What are the cost savings to be realized 
as a result of the proposed change? 
This consideration is a tangible factor 
that can be weighed directly against 
the increased costs associated with 
compliance with non-grandfathered 
plan provisions of PPACA. 

Are there any costs associated with the 
plan design change which offset some 
or all of the benefi t? Will the plan be 
harder to administer post-change? 
What will be the effect on the partici-
pants? 

 From a practical standpoint, this analysis 
will be quantitative as well as qualitative. 
Not all costs or benefi ts can be simplifi ed 
into values or identifi ed before a plan de-
sign change is implemented. However, 
the action items listed above can serve as 
a starting point for plan sponsors to con-
sider whether or not it is worth taking a 
plan out of grandfathered status. At the 
end of the analysis, many plan sponsors 
can fi nd that implementing such a plan 
design change is in the best interest of the 
plan and its participants even if grandfa-
ther status will end.
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A Small Employer’s Guide to 
Health Reform (PDF)  
- This excellent 8-page brochure 
details what small businesses need 
to know on how health care reform 
affects their business, and it is quick 
and easy to read and understand!
http://www.sbca.net/Health_Reform_
What_Small_Businesses_need_know.
pdf

An Alarming Sign of Threats 
Coming to CA? 
-  Posted in late July on NAHU’s B2B 
(Broker to Broker online agent discussion 
group) was the following post:

CIGNA - Small Group Commission 
Changes Effective 10/1/2010
In order to continue to deliver affordable 
insurance products in the markets 
CIGNA serves, effective October 1, 
2010, the new commission rate on 
Small Group products in the states of 
North Carolina, South Carolina, New 
York, New Jersey, New Hampshire and 
Vermont (excluding business through 
associations) will be a fl at 2%.

This reduction will impact:
“ All new policies with an effective 
date of 10/1/2010 or later
“ All existing policies upon renewal on 
or after 10/1/2010

[Bill Robinson’s comments:]
Note that prior to this change, agent 
commisisons were already down in the 
range of 6% to 9%. But I do expect (fear?) 
that CA agents will soon be receiving 
notices of major reductions in agent 
commission levels for all new individual 
health insurance business, and maybe 
even for vested existing business, due to 
the major changes imposed by PPACA - 
the new federal healthcare reform law).

Changes For Employers, Health 
Insurers Coming With Health 
Reform Implementation 
- Starting in September, changes to 

health insurance could signifi cantly 
alter how insurers operate and how 
employers provide coverage for 
workers:

The Milwaukee Journal-Sentinel: 
“Starting Sept. 23, health insurers 
must fi le annual reports that 
summarize what percentage of 
customers’ premiums went to pay 
medical bills. Health insurers who pay 
out less than 80% of the premiums 
they collect from people who either 
buy their own insurance or receive 
it from small employers will have to 
provide rebates next year. That’s just 
one example of the pending changes 
under federal health care reform that 
will remake the market for health 
insurance. 
 The biggest changes could come in 
the market for individuals and families 
who don’t get health benefi ts through 
an employer.” That’s a market that “has 
been subject to little state scrutiny.” 
High annual premium increases 
helped propel the legislation through 
Congress. In Wisconsin, competition 
has regulated the market. “The real 
driver in health insurance premiums is 
health care spending, and Wisconsin 
has a competitive insurance market 
compared to some states. Yet, how 
health insurers determine rates leaves 
most consumers fl ummoxed and 
frustrated, particularly those who buy 
insurance on their own” 

North Bay (Calif.) Business Journal: 
Although Democrats promised 
consumers that they could keep 
their current health plans if they liked 
them, insurance “brokers said such a 
prospect seems slim, and employers 
will face a series of tough choices 
regarding what type of plan they 
choose to offer employees as they 
attempt to grapple with still-rising 
costs.” Following the release of federal 
regulations about how plans can keep 
their grandfathered status, some 

analysts say that 
few grandfathered 
group plans will 
remain by 2014. 
 The regulations 
“quickly created 
a buzz among 
brokers most 
of whom in 
the North Bay 
expressed doubt that the promise to 
keep plans as is would not be met for 
the majority of both group plans and 
individual plans. Changes that would 
alter the status of plans include the 
elimination of any specifi c benefi t, an 
increase in employee co-insurance, 
an increase in deductible or the out-
of-pocket maximum, any increase in 
employee co-payment, a decrease in 
employer contribution of more than 
fi ve percent, changes to annual policy 
limits and change of carrier for a new 
policy.” Small employer plans, some 
warn, could lose fl exibility, especially 
those that offer health care savings 
accounts.     
 —www.kaiserhealthnews.org

Calif. Small Businesses Brace 
for Major Health Insurance 
Rate Hikes 
- Many small businesses in California 
are preparing to face signifi cant 
hikes in health insurance costs. Of 
the estimated six million Californians 
who work in small businesses, about 
half obtain health insurance through 
their employer. According to a recent 
survey, most major insurers that serve 
California’s small businesses intend 
to raise rates this year for fi rms with 
fewer than 50 employees. For the 
small business market, the survey 
found that:
Aetna will raise average premiums by 
18%, although some members could 
see hikes of up to 23%; Blue Shield 
of California will increase average 
rates by 18%, although some small 
businesses could experience rate 

compiled by 
Bill Robinson - DCAHU 

Communications Chair
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hikes of up to 76%; Health Net said its 
members would see “low double-digit 
rate increases”; and Kaiser Permanente 
will raise average premiums by 12%. 
UnitedHealthcare declined to release its 
rates.
 Since small businesses have relatively 
few employees, the fi rms have little 
bargaining power to negotiate for 
lower health insurance rates or more 
comprehensive benefi ts. Over the past 
10 years, premiums for California small 
businesses have climbed by 180% 
cumulatively, compared with a 146% 
increase for larger fi rms, according to 
the California Employer Health Benefi ts 
Survey.
 Small businesses say the higher 
health costs might prompt them 
to raise employee premium 
contributions, reduce benefi ts, cancel 
insurance programs or increase the 
price of consumer goods. Some fi rms 
say they are waiting to see how the 
new federal health reform law will 
affect their ability to provide coverage 
for their workers.
 Economists and small business 
advocates have expressed concern that 
the rising health insurance costs could 
hinder small fi rms’ abilities to expand 
and discourage new businesses from 
setting up shop in California. Advocates 
also worry that the high costs could spur 
California’s small businesses to relocate 
to other states.    
 —www.californiahealthline.org

Health Law Could Penalize Small 
Businesses With Part-Timers 
- The new health law is supposed 
to encourage employers to provide 
health insurance to their workers. But 
when it comes to health coverage for 
part-time workers, there’s no penalty 
on companies that skip it. But that 
doesn’t mean the bosses of part-
timers can rest easy. Small companies 
will need to keep a close eye on how 
many part-timers they employ or may 
face hassles they hadn’t bargained 
for. 
 Here’s why. The new law says that 
starting in 2014 employers have to offer 
affordable health coverage to their full-
time workers or pay a penalty of up to 
$3,000 each. 

 But small businesses with 50 or fewer 
workers are exempt from those penalties. 
There is a catch, though. The 50-worker 
total is a combination of both full-time 
and “full-time equivalent” workers, a 
fi gure that’s arrived at by adding up 
part- timers’ hours. In this case, 120 
part-time hours per month equals one 
FTE, no matter how many employees 
are working those 120 hours.  
 So small businesses that employ 
mostly part-timers retailers, for example, 
or restaurants run the risk of passing the 
50-employee threshold and putting 
themselves at risk for owing health 
insurance penalties on their full-time 
workers.     
 —www.npr.org

White House Unveils New Rules 
on No-Cost Preventive Services
 - On Wednesday, the Obama 
administration unveiled new rules 
requiring health insurers to provide 
several kinds of preventive services, 
such as screenings and laboratory 
tests, without cost-sharing by patients. 
The requirements -- created under 
the federal health reform law -- will 
eliminate copayments, deductibles 
and other out-of-pocket charges for 
tests and screenings recommended by 
various government advisory bodies.
 New health plans that begin 
coverage after Sept. 23 and existing 
health plans that make changes after 
that date will be required to follow the 
rules, which the administration said 
could increase premiums by an average 
of 1.5%. First lady Michelle Obama 
and HHS Secretary Kathleen Sebelius 
announced the new rules. According 
to Sebelius, the rules will extend 
benefi ts to 31 million U.S. residents in 
new employer-sponsored health care 
plans and 10 million residents in new 
individual plans.
 Under the rules, insurers will be 
required to cover cancer screenings, 
routine vaccinations, prenatal care, and 
wellness visits for infants and children 
without cost-sharing by patients. They 
also will be required to cover smoking-
cessation and obesity counseling, as 
well as testing for HIV and other sexually 
transmitted infections.   
 —www.californiahealthline.org

Reform Law Might Not Allot 
Enough for High-Risk Insurance 
Pools 
- The $5 billion set aside for the high-risk 
health insurance pools through the new 
health reform law might not be enough 
to cover the costs of all U.S. residents 
who will qualify for the program, 
according to an analysis by the Center 
for Studying Health System Change and 
underwritten by the National Institute 
for Health Care Reform. So far, 29 states 
have volunteered to run their own high-
risk pools, while 19 states deferred to 
the federal government and two still are 
undecided.
 According to the report, an estimated 
5.6 million to seven million U.S. 
residents with pre-existing conditions 
will be eligible for the high-risk pools.
In 2008, there were 199,418 U.S. 
residents enrolled in state-fi nanced 
high-risk pools in 35 states. Actuaries 
have estimated the average cost of 
subsidizing coverage for people in 
existing high-risk state pools was 
below $5,000 annually per participant. 
Based on those numbers, the $5 billion 
provided for the program would cover 
300,000 U.S. residents over three years, 
on top of the nearly 200,000 already 
enrolled in the pools.
 However, premiums for those in 
existing state high-risk pools are as 
much as 200% higher than premiums 
for privately insured people. Under the 
new reform law, the pools would be 
required to charge premiums similar 
to those for healthy people in the same 
market, meaning the program would 
pick up more of each participant’s costs 
in order to bring premiums equal to 
those for healthy people.
 As a result, the funding might not 
cover as many people. According to the 
report, the money might cover as few 
as 200,000 people annually. Further, 
the funding gap could cause lawmakers 
to freeze enrollment in the pools, 
limit access and benefi ts, or increase 
premiums, according to the report.     
  —www.californiahealthline.org

Report Assesses California’s 
Primary Care Physician Needs 
- Almost 30% of California’s physicians 
are older than age 60, and their looming 
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retirement coupled with increased 
demand for services expected 
under health care reform could 
limit patients’ access to care, a new 
report from the California HealthCare 
Foundation concludes. The report 
notes that the number of primary 
care physicians also is decreasing and 
that the state is growing increasingly 
dependent on physicians trained 
in foreign and out-of-state schools. 
Read more: http://blogs.sacbee.com/
capitolalertlatest/2010/07/cal-may-
face-physician-supply.html
  —www.californiahealthline.org

Medical Groups at Odds With 
Insurance Firms Over Ratings 
Systems
 - In early July, the American Medical 
Association and medical societies in 47 
states sent a letter to health insurers 
criticizing the industry’s increasing use 
of physician grading systems, which 
they contend are “unreliable” and 
“unfair.” 
 Grading systems typically divide 
health care providers into tiers based 
on several factors -- including cost, 
patient outcomes and quality -- and 
can lead insurers to charge patients 
lower out-of-pocket costs for choosing 
a preferred physician. Insurers -- 
including Aetna, CIGNA, UnitedHealth 
and WellPoint -- have been using such 
systems for up to six years.
 Such grading systems likely will 
become more prevalent in the coming 
years. A provision in the new health 
reform law requires physician grading 
systems to be implemented by 2013. 
Employers eventually could rely more 
heavily on grading systems, as they 
look to cut costs while providing 
mandated minimum health benefi ts to 
their employees.
 AMA in its letter cited “serious 
fl aws” in insurers’ methods for grading 
physicians. For example, the group 
highlighted research from RAND 
showing that insurers’ current systems 
are inaccurate up to 66% of the time, 
potentially jeopardizing a physician’s 
reputation or relationship with a 
patient. 
 The research also indicated that 

evaluations are overly subjective, 
target individual providers and fail 
to consider other variables, such as 
patients’ health. The physician groups 
have said they are not attempting to 
get rid of the rankings but are seeking 
to have greater input. The groups also 
called for greater transparency and 
publication of insurers’ evaluation 
methods.
 Insurers contend that grading 
systems help control costs and satisfy 
consumer demand for physician quality 
measures. 
 They also have said their ratings focus 
on physician groups -- not individual 
providers -- and appropriately provide 
incentives for patients to choose higher 
quality, more effi cient care.
 In a letter on Monday, Karen Ignagni, 
president and CEO of America’s 
Health Insurance Plans, wrote that the 
grading systems fulfi ll employers’ and 
purchasers’ requests to reward effi cient 
care. She added that the RAND research 
did not correspond with most insurers’ 
physician performance measurements 
because it focused solely on cost 
instead of both cost and quality.”    
  —www.californiahealthline.org

Poizner Announces New E-mail 
Program Alerting Residents to 
Rate Hikes 
- California residents now can receive 
e-mail notifi cations when health 
insurance companies raise premium 
rates for individual insurance plans, 
Insurance Commissioner Steve Poizner 
(R) announced last week, Modern 
Healthcare reports.
 Poizner unveiled the new service 
about one month after announcing 
that rate changes proposed by 
California’s major insurers would need 
to undergo independent actuarial 
reviews. Consumers can sign up to 
receive the e-mail notifi cations on the 
Department of Insurance website.    
  —www.californiahealthline.org

Health Insurance Firms Offering 
More Limited Plans To Reduce 
Costs
 - Several large health insurance 
companies are testing new plans that 
limit participants’ network of physicians 

and hospitals but offer lower premiums. 
The plans -- which are being tested in 
several large cities such as Chicago, 
New York and San Diego -- are an 
attempt to address concerns about the 
rising costs of coverage. The insurers 
said that companies might be able to 
reduce premiums by as much as 15% 
under the more limited plans.
 Insurers and health care offi cials 
believe that these plans will appeal to 
small businesses that already provide 
employees with some level of coverage, 
as well as businesses of all sizes that 
are seeking to cut costs. Observers say 
the trade-off is that more individuals 
will be required to pay higher prices 
for the freedom to choose their own 
physicians or stay with their doctors if 
they are out of network.
 The new plans appear to mirror 
the concept of HMOs, which were 
established in the early 1990s but fell 
out of favor with consumers because of 
restrictions on specialists and hospitals. 
The idea of having a choice of health 
care providers featured prominently 
during the debate over health reform, 
with President Obama and other 
government offi cials repeatedly 
assuring U.S. residents that they would 
be able to retain their health care 
options. 
 Many insurers say they expect 
the new plans to be popular with 
individuals and employers who intend 
to join the new health insurance 
exchanges, which are scheduled to be 
implemented in 2014 under the health 
reform law. The reform law stipulates 
that plans will be subject to several 
standards that guarantee patients 
will have an adequate selection of 
physicians and hospitals.      
  —www.californiahealthline.org

Editorial: Berwick ‘Just What 
the Doctor Ordered for CMS’ 
- A Washington Post editorial argues that 
Donald Berwick -- President Obama’s 
nominee for CMS administrator -- is 
“just what the doctor ordered for 
CMS.” It adds, “Dr. Berwick is the 
perfect nominee to help reshape a 
health care system that is wasteful and 
bloated.”   
  —www.californiahealthline.org

Continued from previous page
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HOW SMALL BUSINESSES CAN MAKE 
MOST OF HEALTH CARE REFORM   

www.californiahealthline.org

Businesses -- particularly small businesses -- over the next several 
years will face several changes in the way their employees get 

health care. The health care reform law includes new regulations 
governing employers’ responsibilities, new tax credits for employers 
and the possibility of new insurance options for employers.
 Tax credits, expected to be a relatively quick boon to small 
businesses, have been largely offset in California by insurance rate 
hikes. Because of recent increases, some businesses face higher 
coverage costs now than before reform.
 California’s health insurance exchange, in the formative stages now, 
is expected to offer new, more affordable options for small businesses, 
but not until 2014. Long-range navigation in the new system will be 
challenging enough for small businesses in California, but the next 
two or three years may be particularly tricky -- and important.

Benefi ts, Premiums Both Increase
by Tom Epstein - Vice president, Blue Shield of California 
 In the debate over health care reform, the bill’s proponents 
often talked of helping small businesses to cover their workers. Now 
that health care reform has been enacted into law, what can small 
businesses expect?
 As with much of the bill, the changes affecting small businesses are 
a mixed bag. Small employers are the benefi ciaries of one of the most 
tangible and immediate benefi ts written into the bill -- the small business 

tax credits. Under this provision, employers with 25 or fewer workers and 
average wages of less than $50,000 are eligible for credits of up to 30% 
of their benefi t costs if they contribute at least 50% of the premium. In 
2014, the maximum credit will rise to 50% of benefi t costs.
 Small businesses will also benefi t from the creation of state health 
insurance exchanges. While the details of how California’s exchange 
will operate have yet to be determined, we do know that it will offer 
small employers a kind of “one-stop shopping” -- a way to offer their 
employees a broad array of health plan options without having to 
negotiate with multiple insurers.
 The law will have a varied effect on premiums for small 
businesses.
 Employers with primarily older workers will see some savings from 
the requirement that insurers vary rates based on age by no more than 
3 to 1 starting in 2014. Today, insurers typically charge at least fi ve 
times more for an enrollee in his early 60s as for one in his early 20s, 
which refl ects average differences in medical costs. The limit on age-
based rating, of course, means that employers with younger workers 
will see their premiums increase.
 Premiums will also rise slightly for small employers due to the 
various mandated benefi t enhancements, such as the requirement to 
cover dependents up to age 26, the elimination of lifetime coverage 
limits, guaranteed coverage for children and preventive benefi ts at no 
cost to employees. Over time, however, those increases may be more 
than offset by programs designed to incentivize more effi cient and 
coordinated medical care. 
 Until those programs bear fruit, the impact of reform on insurance 
premiums will be marginal compared to the signifi cant increases 
resulting from the relentlessly rising cost of hospital care, prescription 
drugs and other medical services. 

Major health insurance companies that 
serve Florida, Kansas, Oklahoma and other 

states no longer are offering plans specifi cally 
for children in response a requirement under 
the new health reform law that insurers cover 
children regardless of pre-existing conditions, 
according to National Association of Insurance 
Commissioners offi cials, The Hill’s “Healthwatch” 
reports.
 The fi nal regulations for children’s coverage 
are expected before Sept. 23 and insurers are 
required to provide coverage to all children that 
apply to new plans after that date. 
 In late July, at least three NAIC members -- 
Florida Insurance Commissioner Kevin McCarty, 
Kansas Insurance Commissioner Sandy Praeger 
and Oklahoma Insurance Commissioner Kim 
Holland -- said insurers in their states already 
have dropped child-only plans or have discussed 
the idea.

 The offi cials noted that insurers are not 
rescinding children’s coverage that has already 
been issued, but they are ceasing to write new 
policies. According to Holland, insurers have 
been using “medical underwriting,” which has 
allowed them to craft low-cost plans for children 
that limit their expenses for costly medical care 
and make their expenses more predictable.
 However, under the new reform law, 
insurers are required to honor all applications 
for child-only coverage, and parents can sign 
up for the plans at any time, particularly when 
their children get sick. Parents then can stop 
payments when they no longer need coverage, 
which insurance industry offi cials say drives 
up medical costs and makes insurers’ fi nancial 
risk unmanageable. Industry offi cials estimate 
that child-only policies account for 8% of 
single coverage plans that are sold directly to 
consumers. 

 “We’re disappointed that a small number of 
insurance companies are taking this unwarranted 
and unnecessary step,” HHS spokesperson 
Jennifer Santillo said, adding, “Helping all 
children get quality, affordable health insurance 
is a top priority. That is why we are working 
with the insurance industry to help ensure that 
quality coverage is available nationwide for 
children with pre-existing conditions.” 
 Insurers and state insurance commissioners 
have suggested implementing an open 
enrollment period for guaranteed children’s 
coverage. Open enrollments, scheduled at 
specifi c times annually for most employer health 
plans, would guarantee coverage to children 
under specifi c conditions. Holland said she 
believes such an approach is “fairly reasonable” 
because it would “create a mechanism to get 
children into coverage but limit the ability to 
misuse the system.” 
 NAIC offi cials said they are holding 
discussions with HHS offi cials about possible 
regulatory changes that would provide insurers 
with similar protections .

NAIC: Some Insurers No Longer 
Writing Plans for Kids’ Coverage  

www.californiahealthline.org



The Healthcare Reform Act provides a tax credit for 
small employers to assist with the cost of providing 

health insurance for their employees. The tax credit is 
in effect from 2010 through 2013.

Background and Guidance
 On March 23, 2010, President Obama signed 
the Patient Protection and Affordable Care Act, 
and on March 30, 2010, he signed the Health Care 
Reconciliation Act (referred to collectively as the 
“Healthcare Reform Act”). The Healthcare Reform Act 
added a new section 45R to the Internal Revenue Code 
to provide an income tax credit for employee health 
insurance expenses of small employers for taxable years 
beginning in 2010 through taxable years beginning in 
2013. On June 1, 2010, the Internal Revenue Service 
issued Notice 2010-44, which provides guidance 
on which employers qualify for the credit, how to 
calculate the credit, the phase out of the credit, and a 
transition rule for 2010.
 Generally, the tax credit is available if (1) the 
employer has fewer than 25 full-time equivalent 
employees (FTEs) for the taxable year, (2) the average 
annual wages per FTE for the taxable year is less than 
$50,000, and (3) the employer maintains a “qualifying 
arrangement” for the taxable year. The credit is fully 
available to an employer with 10 FTEs and average 
annual wages of $25,000. The credit phases out pro 
rata so that an employer with 25 FTEs with average 
annual wages of $50,000 is not entitled to the credit.

Number of Employees for the Taxable Year
 The number of FTEs is determined by fi rst counting 
all employees who perform services for the employer 
at any time during the taxable year. Generally, sole 
proprietors, partners in a partnership, more than 2 
percent shareholders of an S corporation, and more 
than 5 percent owners of any other business are not 
included in the count. In addition, seasonal workers 
who work fewer than 120 days in the year are not 
counted.
 Next, determine the number of hours that each 
employee who is included in the count works during 
the taxable year, but not more than 2080 hours for 
any employee. Generally, count hours for which the 
employee is paid for working and hours for which 
the employee is paid for time off, such as vacation, 
holidays, sick leave, incapacity (including disability), 
jury duty, military leave or leave of absence. No more 
than 160 hours may be counted for a single continuous 
period of paid time off. If the employer does not keep 
a record of hours worked, it can use a days-worked (8 
hours for each day) or a weeks-worked (40 hours for 

each week) equivalency for each day or week in which 
the employee worked at least one hour. 
 Determine the number of FTEs by dividing the total 
number of hours worked by each employee taken 
into account under the fi rst paragraph of this section 
by 2080. A fraction is rounded down to the next 
whole number. For example, if the employer had fi ve 
full-time employees and three part-time employees, 
and the eight employees worked a total of 15,600 
hours in the taxable year, the employer has seven 
FTEs (15,600 divided by 2080 equals 7.5, which is 
rounded down to 7).

Average Annual Wages per FTE 
for the Taxable Year

 Determine the average annual wages by dividing 
(1) the total wages paid by the employer for the 
taxable year to the employees counted for purposes 
of determining the number of FTEs by (2) the number 
of FTEs for the year, and (3) rounding the result down 
to the nearest $1,000. For example, if the employer 
pays $224,000 in total wages for the taxable year and 
has 10 FTEs, it pays average annual wages per FTE of 
$22,000 ($224,000 divided by 10 equals $22,400, 
which is rounded down to the nearest $1,000).

Qualifying Arrangement
 The credit is available only for premiums paid by the 
employer under a qualifying arrangement. The health 
plan is a qualifying arrangement if the employer pays 
a uniform percentage (but not less than 50%) of the 
premium. For purposes of the credit, health insurance 
includes group health coverage as well as certain 
limited scope coverage such as limited scope dental 
or vision, long-term care, nursing home care, home 
health care, community-based care, coverage for a 
specifi c disease or illness, hospital indemnity or other 
fi xed indemnity insurance, Medicare supplemental 
insurance, and certain other supplemental coverage. 
Employer-paid premiums for any of this coverage can 
be included in determining the credit.
 Employer premiums for coverage that is not subject 
to the HIPAA special enrollment and creditable coverage 
requirements may not be included in determining the 
credit. 
 In addition, if the employer maintains separate 
plans, for example, a separate group medical plan and 
a separate dental plan, each plan must satisfy these 
requirements separately. For example, if the employer 
pays 75 percent of the group medical premiums and 
25 percent of the dental premiums, only the premiums 
under the group medical plan are eligible for the 
credit even if the employer pays at least 50 percent 

of the premiums under both plans in the aggregate. 
In addition, the amount of the aggregate employer-
paid premiums that can be used in calculating the 
credit is limited to the average premium for the small 
group market in the employer’s state. The premiums 
for 2010 are listed state by state in IRS Revenue Ruling 
2010-21. The premiums in the small group market 
cap the aggregate premiums paid by the employer; 
the cap does not apply to each plan individually.
 Transition Relief for 2010. Because the credit 
applies to 2010, including premiums paid by 
the employer before the Healthcare Reform Act 
became law, the Notice provides relief for premium 
arrangements in 2010. If the employer pays at least 
50 percent of the premium for single coverage, it 
will be deemed to satisfy the uniformity requirement 
if the employer-paid amount for coverage that is 
more expensive than single coverage is at least 50 
percent of the cost of single coverage. For example, 
if the premium for single coverage is $8,000 and the 
premium for family coverage is $14,000, and if the 
employer pays 50 percent of the premium for single 
coverage (or $4,000), then so long as it pays at least 
$4,000 of the premium for family coverage, it will be 
deemed to satisfy the uniformity requirement even 
though $4,000 is less than 50 percent of $14,000.

Determining the Credit
For taxable employers, the maximum credit is 35 
percent of the employer’s premium payments that 
can be taken into account. For a tax exempt employer, 
the credit is 25 percent. And, a tax exempt employer’s 
credit cannot exceed the sum of the amount of 
required income tax withholding and Medicare tax 
plus employer’s share of the Medicare tax. The credit 
phases out if the number of FTEs is greater than 10 
and/or the average wage per FTE exceeds $25,000.
 The reduction has two parts: a reduction if the 
number of FTEs is greater than 10 and a reduction if the 
average wage is greater than $25,000. If the number 
of FTEs is greater than 10, the credit is reduced by a 
fraction, the numerator of which is the number of FTEs 
over 10 and the denominator of which is 15. If the 
average wage exceeds $25,000, the credit is reduced 
by a fraction, the numerator of which is the amount 
of wages over $25,000 and the denominator of which 
is $25,000. If both reductions apply, each amount is 
subtracted from the credit.
 For example, if a taxable employer has 12 FTEs, 
average wages of $30,000, and an initial credit of 
$33,600, the reductions
are determined as follows:
-  reduction for FTEs over 10: 2/15 times $33,600 
equals $4,480
- reduction for average wages over $25,000: 
5,000/25,000 times $33,600 equals $6,720

 The total reduction is $11,200 ($4,480+$6,720) 
and the allowable credit is $22,400.

New Tax Credit for Small Employers’ 
Health Insurance Expenses 

Holme Roberts & Owen LLP - www.hro.com
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How Health Reform Will Impact 
Existing Plans 
“If you like your health care plan, you will 
be able to keep your  health care plan.” 
Throughout the long health care reform  
debate, that promise from President Obama 
was one of the few constants,  made to 
reassure the bulk of Americans who already 
have insurance that  the sweeping legislation 
would not have a downside. Just last  week, 
Obama tried to counter critics who say the 
new law contains a  slew of unintended 
consequences. Announcing a fresh set of new  
insurance rules, he called the regulations “a 
true patients’ bill  of rights” and insisted that 
they are “not  punitive.”  
 But now that regulations about existing 
employer-sponsored plans have  been issued, 
it’s becoming clear that many of the 160 
million Americans  with job-based coverage 
will not, in fact, be able to keep what they  
currently have, says Time Magazine:  
■  Republican critics of the Patient Protection 
and Affordable  Care Act point to the Obama 
administration’s own estimates  that by 2013, 
39 percent to 69 percent of employer plans 
will  be subject to new regulations and not 
grandfathered in, or  exempted from the new 
rules. 
■  House Minority Leader John Boehner issued 
a press release  about the new regulations 
with the headline, “New  ObamaCare Tagline 
Should Be ‘If You Like Your Health Care  Plan, 
Too Bad.’ “  
 That partisan rhetoric may be heated, but 
it’s not off base, says  Time:  
■  The truth is that employer-based plans, 
which many assumed  would easily be 
categorized as grandfathered, will be subject  
to the full regulatory thrust of the new law 
if they are  altered in ways that are standard 
practice in the industry. 
■  Plans that increase the percentage of costs 
patients must pay  out of pocket -- known 
as co-insurance -- lose their  grandfathered 
status. 
■  The same is true for plans that signifi cantly 
decrease the  percentage that employers 
contribute to premiums or those that  
signifi cantly increase deductibles or co-

payments. 
■  An employer that switches health insurance 
providers also  loses its grandfathered status.  
 Republican critics, including Boehner, 
have focused much of their ire  toward the 
new grandfathering provisions on behalf 
of small businesses,  insisting that these 
companies will be forced to drop coverage 
if  they’re required to meet new regulatory 
standards.  

Gaming the Health Insurance 
Mandate

 The key to ObamaCare is the individual 
mandate, which requires individuals to have 
health insurance or pay a fi ne. The mandate 
is supposed to push nearly everyone into 
the pool to minimize free-riding on the 
system. But what if millions of Americans 
decide it’s a better deal to pay the fi ne and 
remain uninsured until they need coverage? 
It appears that’s exactly what’s happening 
in Massachusetts, which passed its own 
ObamaCare-like reform with an individual 
mandate in 2006, says Merrill Matthews, 
executive director of the Council for Affordable 
Health Insurance and a resident scholar with 
the Institute for Policy Innovation. 
 Last year, Charles Baker, former CEO 
of Harvard Pilgrim Health Care, one of 
Massachusetts’s largest health plans, noticed 
some health insurance brokers posting 
comments on his widely read blog. They 
were suspicious that people were applying 
for health coverage after a medical condition 
developed, got the care they needed, and 
then dropped the coverage. 
 Coverage for an individual, noted Baker, 
now a Republican candidate for governor, 
might be $2,000 to $3,000 a year, while the 
penalty was only about $900. So he asked 
his fi nance people to see if they noticed any 
discernible patterns. What did the fi nd? 
■  From April 2008 to March 2009, 40 
percent of the individuals who applied to 
Harvard Pilgrim stayed covered for less than 
fi ve months; yet claims were averaging about 
$2,400 a month, about six times what one 
would expect.
■  Blue Cross and Blue Shield of Massachusetts 

has now confi rmed it is experiencing similar 
problems; the company says that in 2009, 
936 people signed up for three months or 
less and ran up claims of more than $1,000. 
 The disparity between the cost of 
expensive coverage and the fi ne for not 
getting it encourages individuals buying their 
own coverage -- i.e., those not in an employer 
plan -- to game the system by paying the fi ne 
and remaining uninsured until they need 
coverage, says Matthews. 
 Insurers have long recognized this 
problem, known as “adverse selection,” 
which is why every type of insurance normally 
restricts people from obtaining coverage after 
an incident has occurred. Someone can’t, for 
example, buy a homeowners policy for a 
house that is already on fi re. But Democrats 
have decided to do away with that basic 
actuarial principle with regard to health 
insurance, says Matthews. 

Emergency Room Visits Likely 
to Increase under Obamacare 
 More people are likely to turn to the 
emergency room for their health  care and 
they are likely to do so more frequently 
under the new health  reform legislation. This 
fi nding is surprising because an oft  repeated 
argument for insuring the uninsured is that 
it will allow  people to seek less costly and 
more accessible care elsewhere, says  John C. 
Goodman, President, CEO and Kellye Wright 
Fellow with the  National Center for Policy 
Analysis.  
 Emergency room costs will increase for 
two reasons, says Goodman:  
■  About half the newly insured will enroll 
in Medicaid and  Medicaid patients seek 
emergency room care more often than the  
uninsured. 
■  While the newly insured will try to increase 
their  consumption of care, the absence of 
any program to create more  providers will 
force patients to turn to emergency rooms as  
the outlet for increased demand.  

According to the Congressional Budget 
Offi ce:  
■  Recently enacted health reform will 

NATIONAL CENTER FOR POLICY ANALYSIS     
WEEKLY HEALTH POLICY DIGEST
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eventually cause 32  million uninsured people 
to obtain health insurance they  otherwise 
would not have had; the Chief Actuary of 
Medicare  puts the fi gure at 34 million. 
■  Under both estimates, about half of the 
newly insured will  enroll in Medicaid and the 
State Children’s Health Insurance  Program. 
■  Roughly an equal number will obtain 
insurance in the  to-be-created health 
insurance exchanges.  
 Interestingly, health reform in Massachusetts 
cut the number of  uninsured in half by enrolling 
people in Medicaid and private insurance  
plans offered in a health insurance exchange. 
However, as in the  case of the new federal law, 
no measures were taken to expand the  supply 
of doctors. That is one reason why the wait to 
see a new  doctor in Boston is twice as long as in 
any other U.S. city.  Also, the use of emergency 
rooms for nonemergency care in Massachusetts  
today is as great as or greater than it was before 
the state health  reform was adopted.  
 We do not know yet what insurance in 
the exchanges created under the  new federal 
law will look like. However, in Massachusetts 
people  who have acquired subsidized 
insurance through an exchange are in plans  
that pay doctors fees about equal to Medicaid 
rates plus 10 percent.  Were this to happen 
nationally, the predictions of this analysis  
would be much worse, says Goodman.  

The Myth of the “Doc Fix” 
 In order to prevent a one-fi fth drop in 
the fees physicians receive  under Medicare, 
Congress is proposing another in a series 
of temporary  fi xes. The American Medical 
Association (AMA) engaged in an  expensive 
lobbying campaign to implement the so-called 
“doc  fi x” for Medicare Part B, but Congress 
is unlikely to permanently  solve the problem, 
says John R. Graham, Director of Health Care 
Studies  at the Pacifi c Research Institute.  
 Despite past short-term fee fi xes, 
Medicare benefi ciaries’ access to  care is still 
tenuous. For example, last October the Mayo 
Clinic  decided that it could no longer accept 
Medicare patients at its two  primary care 
clinics in Phoenix.  

Additionally: 
■  In 2009, Houston’s largest medical practice 
-- the  Kelsey-Seybold Clinic -- announced it 
would no longer accept  new patients enrolled 
in the traditional Medicare Part B  program 
because reimbursements had become too low. 
■  Almost all of the clinic’s patients have 

switched to Medicare  Advantage plans, most 
of which negotiate their own payment  rates 
with providers. 
■  Unfortunately, many seniors who have 
access to Medicare  Advantage plans will 
soon lose them under the health reform  law, 
because of a roll-back in the premiums the 
government  will pay the plans and despite 
the government’s insistence to  the contrary. 
■  In fact, the Chief Actuary of the Centers for 
Medicare &  Medicaid Services estimates that 
7.4 million Medicare  benefi ciaries will lose 
their Medicare Advantage plans by  2017.  
 The fundamental problem with Medicare’s 
fees is not the level at which  the government 
fi xes them, but that the government fi xes them 
at  all. The system cannot be repaired: It would 
be far better for  the federal government to 
simply pull the plug on the entire mechanism  
and convert Medicare Part B to a system of 
vouchers. In return  for a hard budget cap, the 
government would allow physicians to charge  
whatever fees they and their patients agreed 
upon. The government  could liberalize the 
popular, private Medigap plans to allow seniors 
to  cover extra physicians’ fees, protecting them 
from the costs of  outpatient care beyond the 
value of the vouchers, says Graham.  

Stay Single and Save 15 Percent 
or More on Health Insurance
 Thanks to ObamaCare, some couples 
can save thousands on health insurance just 
by opting to cohabitate rather than marry. 
How? The subsidy system erected in the 
complicated new health law manages to 
create a brand new “marriage penalty,” says 
the Heritage Foundation. 

Under the law: 
■  Individuals who earn between 133 and 
400 percent of the federal poverty level 
and cannot get health coverage through 
their employers qualify for subsidies to buy 
insurance in the government-run exchanges.
■  However, as Diana Furchtgott-Roth of 
the Hudson Institute recently remarked, the 
subsidies are structured so that two people 
can get more government as singles rather 
than as a married couple.

For example: 
■  Two people making $43,000 each both 
qualify for subsidies as singles.
■  If they marry, their combined earnings of 
$86,000 far exceed the $58,000-cut-off for 
aid to a couple. 

 Also observed by Heritage analyst Robert 
Rector in an analysis of the Senate-passed 
version of ObamaCare: 
■  For two young individuals making a 
combined $35,000, marriage would result in 
a loss of $3,451 in governmnt aid.
■  For older couples, the effect is more 
pronounced; for example, two individuals in 
their sixties making a combined $60,000 would 
receive an additional $10,425 to purchase 
insurance if they become or remain single.
■  The reconciliation bill made slight 
modifi cations to the subsidy system, but the 
marriage penalty remains substantially intact. 

States Assess Health Law’s 
Impact on Physician Shortages
 The consensus generally indicates that 
health reform will exacerbate current or 
looming physician shortages across the 
country, particularly in primary care. The new 
federal health care law has raised the stakes 
for hospitals and schools already scrambling 
to train more doctors. Experts warn there will 
not be enough doctors to treat the millions 
of people newly insured under the law. At 
current graduation and training rates, the 
nation could face a shortage of as many 
as 150,000 doctors in the next 15 years, 
according to the Association of American 
Medical Colleges (AAMC). 
 That shortfall is predicted despite a push 
by teaching hospitals and medical schools 
to boost the number of U.S. doctors, which 
now totals about 954,000. The greatest 
demand will be for primary care physicians. 
These general practitioners, internists, family 
physicians and pediatricians will have a larger 
role under the new law, coordinating care for 
each patient.

■  The United States has 352,908 primary 
care doctors now, and the AAMC estimates 
that 45,000 more will be needed by 2020.
■  But the number of medical school students 
entering family medicine fell more than a 
quarter between 2002 and 2007.
■  A shortage of primary care and other 
physicians could mean more-limited access 
to health care and longer wait times for 
patients. 
 Meanwhile, a number of new medical 
schools have opened around the country 
recently: 
■  As of last October, four new medical 
schools enrolled a total of about 190 students, 
and 12 medical schools raised the enrollment 
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of fi rst-year students by a total of 150 slots, 
according to the AAMC.
■  Some 18,000 students entered U.S. medical 
schools in the fall of 2009, the AAMC says. 
 But medical colleges and hospitals warn 
that these efforts will hit a big bottleneck: 
There is a shortage of medical resident 
positions. The residency is the minimum three 
year period when medical school graduates 
train in hospitals and clinics. 
 Medical schools alone cannot resolve 
the primary care shortage, there have to 
be several different approaches.  Another 
approach, for example, may mean physicians 
experimenting with delegating more 
responsibility to nonphysician practitioners, 
said Dr. Richard “Buz” Cooper, professor of 
medicine at the University of Pennsylvania 
School of Medicine and co chair of the 
Council on Physician and Nurse Supply. 
 “We are going to have a lot more insured 
people, and it isn’t only that they’ll be getting 
routine services,” Cooper said. “These people 
aren’t routine. They have a lifelong reservoir 
of poor health.” 

War on Seniors
 Senior citizens are by far the biggest losers 
in health reform, says John C. Goodman, 
President, CEO and the Kellye Wright Fellow 
with the National Center for Policy Analysis. 
For example: 
■  More than half the cost of health reform 
will be paid for by $523 billion of cuts in 
Medicare spending over the next 10 years.
■  Although there are some new benefi ts for 
seniors (mainly new drug coverage), the costs 
exceed the benefi ts by a factor of more than 
10 to 1.
■  As many as 8.5 million of the 11 million 
seniors in Medicare Advantage (MA) plans 
may lose their coverage, according to 
Medicare’s Chief Actuary.
■  Those lucky enough to retain their MA 
coverage will face steep cuts in benefi ts or 
hefty increases in premiums, or both. 
 In addition to these direct costs there are 
indirect costs, including new taxes on drugs 
and medical devices. Although these taxes 
don’t single out senior citizens, they are the 
heaviest users of wheelchairs, crutches, artifi cial 
joints, pacemakers, etc., explains Goodman. 

To make matters worse: 
■  Severe rationing problems lie ahead, as 32 
million newly insured people try to double 
their consumption of medical care under a 

reform bill that produces not one new doctor, 
nurse or other paramedical personnel.
■  Because many of the newly insured will be 
in private plans paying market rates, they will 
be more attractive to doctors than Medicare 
enrollees paying about 20 percent to 30 
percent less. 
 So how did this happen? Aren’t senior 
citizens supposed to be the most powerful 
voting bloc? Aren’t they supposed to be 
represented by the all-powerful AARP? 
Unfortunately for seniors (and indeed all 
Medicare enrollees), AARP sold out its own 
members. Just as the American Medical 
Association sold out doctors and the labor 
unions sold out their own members, AARP 
signed on to legislation that helps AARP but 
hurts the millions of people who AARP claims 
to represent, says Goodman. 

Why the American Medical 
Association Wants to Muzzle 
Your Doctor
 The American Medical Association (AMA) 
is putting the doctors of America on notice. 
A major cheerleader for ObamaCare, the 
organization is now trying to silence doctors 
who oppose it. It is time the American people 
understood what the AMA is really all about, 
says Dr. Hal Scherz, a pediatric urological 
surgeon at Georgia Urology and Children’s 
Healthcare of Atlanta. 
 In the weeks since passage of this 2,700 
page bill, more and more of its policy land 
mines have exploded, including rising insurance 
premiums and admissions of inevitable 
rationing. Not surprisingly, an increasing 
number of physicians have expressed alarm 
over the impact that the legislation will have on 
their patients. This growing opposition makes 
the actions of the AMA, which represents only 
17 percent of the doctors in the United States 
look very bad, explains Scherz. 
 It is essential to understand the primary 
reason the AMA stands alongside President 
Obama on health-care reform, says Scherz: 
■  The organization wants to protect a 
monopoly that the federal government has 
created for it -- a medical coding system 
administered by the AMA that every health 
care professional and hospital must use if they 
wish to get paid for the services they provide.
■  This monopoly generates income of $70 
million to $100 million annually for the AMA.
■  That makes the AMA less an association 
looking out for doctors and more a special-
interest group beholden to Congress and 

the White House. 
 Doctors who oppose ObamaCare have 
not relented. Passage of this bill has stirred 
in them long dormant political emotions. 
Doctors across the country are educating 
their patients about how ObamaCare will 
limit their freedom to make their own health-
care decisions. There are 925,000 doctors in 
America and the average doctor has at least 
2,000 patients, with many already asking 
our patients if they can take two minutes 
to discuss this bill with them. This terrifi es 
Congress and the White House, says Scherz. 
 The irony is that in supporting ObamaCare 
and trying to silence doctors the AMA has 
forgotten its own mission statement and 
ethical code: “To help doctors help patients 
by uniting physicians nationwide to work on 
the most important professional and public 
health issues.” It is always medically ethical to 
tell patients the truth, which is what doctors 
are now doing by educating them about 
ObamaCare, says Scherz. 

Medical Gag Orders: Don’t Rate 
this M.D. 
 Would you sign a contract at a supermarket 
checkout forbidding you to complain to 
friends and neighbors about its prices, services 
or  products? That is what some frustrated 
physicians are demanding  their patients do, 
says Ronald Bailey, science correspondent for 
Reason  Magazine and Reason.com. 

For example:  
■  Monitoring ratings and reviews on sites 
such as Trip-Advisor  and Yelp is part of 
doing business for an ever-larger number  of 
American companies. 
■  Increasingly, patients are applying the 
same principle to  medical services, rating 
their doctors on websites like  Angie’s List and 
RateMDs.com.  
 The physician group Medical Justice has 
responded with contracts that  aim to protect 
doctors’ reputations by gagging patients. 
Most  legal analysts believe the agreements 
are unenforceable but they do  make it less 
likely that patients will post a negative review, 
says  Bailey.  
 Physicians complain that they cannot 
counter undeserved online  criticism because 
they are bound by federal privacy regulations.  
Unable to get around the limits imposed by 
doctor-patient  confi dentiality, they are trying 
to establish patient-doctor  confi dentiality as 
well, says Bailey.  
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By joining your industry association, you have made the fi rst step towards a more informed, professional
and involved position for yourself in this industry. It proves you care about your clients and we are happy 
to offer you this hearty Welcome!

       CONGRATULATIONS to Our Newest & Returning Members 

Please note this is a complete listing of all members who come up for renewal. If you have already sent in your 
renewal, please disregard your name below. Annual Membership Dues (renewal only) for NAHU, CAHU, IEAHU and 
DCAHU, your national, state and local Associations, will be $390 this year. PLEASE NOTE — IF YOU HAVE NOT YET 
RECEIVED A RENEWAL NOTICE FROM NAHU, PLEASE RENEW ONLINE AT: NAHU.ORG  Just as persistency is 
important to you in your business, your renewal membership is critical to your Association!

Member Renewals and Important NAHU Information

Teresa Lynn Bacot 
Humana Marketpoint
41690 Ivy Street, Ste A-6
Murrieta, CA 92562 
(951) 200-7684
tbacot@humana.com
 
Julius Botelho 
Balance for Life Insurance Services Inc.
1737 Atlanta Ave, Ste 2A
Riverside, CA 92507 
(951) 367-0202 
Fax: (951) 367-0200
julius_botelho@us.afl ac.com
 
Mrs. Ellen Karla Walsh 
Crystal Creek Insurance Agency
4335 E. Airport Dr. #104
Ontario, CA 91761-7808 
(909) 974-1777 
Fax: (909) 937-2138
ellenw@crystalcreek.net
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Insight Insurance Service
50855 Washington St., #148
La Quinta, CA  92253
(760) 200-1754
Fax:  (760) 200-3912
sunnie@insightinsurancesvc.com
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JUNE 2010
Cassy Doppmann
Sandra Villalba

JULY 2010
Gary Dimon
Scott Evers
Danielle Sweet

AUGUST 2010
Kathleen Cade
Adrian Donovan
Michael Duffy
Steve Hammitt
George Henderson
Shelley Hoover
Kristi Kenney
Darrel Olson

SEPTEMBER 2010
Helene Escobar
D. Paul Kalra
Terrance Luczaj
Jennifer Ray
Joy Ward
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SEPTEMBER 2010
Paul Boelzner
Augustus Kurupas
Bobbie Willis
Ellen Miller

OCTOBER 2010
Jessica Greene
Jon  Harmon
Julian Hollander
Kenneth Law




