











95 percent of Medicare spending in high-cost areas to 115 percent of Medicare spending in low-cost
areas with higher benchmarks for high-quality plans. Changes are phased-in over three, five or
seven years, depending on the level of payment reductions. Effective January 1, 2011.

Increasing Training Support for Primary Care. Establishes a Graduate Medical Education
policy allowing unused training slots to be re-distributed for purposes of increasing primary care
training at other sites. Effective July 1, 2011.

Expanding Primary Care, Nursing, and Public Health Workforce. Increases access to primary
care by adjusting the Medicare Graduate Medical Education program. Primary care and nurse
training programs are also expanded to increase the size of the primary care and nursing workforce.
Ensures that public health challenges are adequately addressed. Effective July 2011.

Increasing Access to Home and Community Based Services. The new Community First Choice
Option, which allows States to offer home and community based services to disabled individuals
through Medicaid rather than institutional care. Effective October 1, 2011.

Reporting Health Coverage Costs on Form W-2: Requires employers to disclose the value of the
benefit provided by the employer for each employee’s health insurance coverage on the employee’s
annual Form W-2. Effective for tax years beginning after December 31, 2010.

Standardizing the Definition of Qualified Medical Expenses. Conforms the definition of
qualified medical expenses for HSAs, FSAs, and HRAs to the definition used for the itemized
deduction. An exception to this rule is included so that amounts paid for over-the-counter medicine
with a prescription still qualify as medical expenses. Effective for tax years beginning after
December 31, 2010.

Increased Additional Tax for Withdrawals from Health Savings Accounts and Archer
Medical Savings Account Funds for Non-Qualified Medical Expenses. Increases the additional
tax for HSA withdrawals prior to age 65 that are not used for qualified medical expenses from 10 to
20 percent. The additional tax for Archer MSA withdrawals not used for qualified medical
expenses would increase from 15 to 20 percent. Effective for tax years beginning after December
31, 2010.

Cafeteria Plan Changes. Creates a Simple Cafeteria Plan to provide a vehicle through which
small businesses can provide tax-free benefits to their employees. This would ease the small
employer’s administrative burden of sponsoring a cafeteria plan. The provision also exempts
employers who make contributions for employees under a simple cafeteria plan from pension plan
nondiscrimination requirements applicable to highly compensated and key employees. Effective for
tax years beginning after December 31, 2010.

Pharmaceutical Manufacturers Fee. Imposes an annual, non-deductible fee on the
pharmaceutical manufacturing industry allocated according to market share and not applying to
companics with sales of branded pharmaceuticals of $5 million or less. Effective for tax years
beginning after December 31, 2010.







Medical Device Excise Tax. Establishes a 2.3 percent excise tax on the first sale for use of a
medical device. Excepted from the tax are eye glasses, contact lenses, hearing aids, and any device
of a type that is generally purchased by the public at retail for individual use.

Limiting Executive Compensation. Limits the deductibility of executive compensation under
Section 162(m) for insurance providers if at least 25 percent of the insurance provider’s gross
premium income from health business is derived from health insurance plans that meet the
minimum creditable coverage requirements. The deduction is limited to $500,000 per taxable year
and applies to all officers, employees, directors, and other workers or service providers performing
services, for or on behalf of, a covered health insurance provider. This provision is effective
beginning in 2013 with respect to services performed after 2009.

Fee for patient-centered outcomes research. Annual fee becomes effective on insured and self-
insured plans to fund the patient centered outcomes research trust fund.

2014
Reforming Health Insurance Regulations. Implements strong health insurance reforms that
prohibit insurance companies from engaging in discriminatory practices that enable them to refuse
to sell or renew policies due to an individual’s health status. Insurers can no longer exclude
coverage for treatments based on pre-existing health conditions. It also limits the ability of
insurance companies to charge higher rates due to heath status, gender, or other factors. Premiums
can vary only on age (no more than 3:1), geography, family size, and tobacco use.

Eliminating Annual Limits. Prohibits insurers from imposing annual limits on the amount of
coverage an individual may receive.

Ensuring Coverage for Individuals Participating in Clinical Trials. Prohibits insurers from
dropping coverage because an individual chooses to participate in a clinical trial and from denying
coverage for routine care that they would otherwise provide just because an individual is enrolled in
a clinical trial. Applies to all clinical trials that treat cancer or other life-threatening diseases.

Establishing Health Insurance Exchanges. Opens health insurance Exchanges in each State to
the individual and small group markets. This new venue will enable people to comparison shop for
standardized health packages. It facilitates enrollment and administers tax credits so that people of
all incomes can obtain affordable coverage.

Ensuring Choice through a Multi-State Option. Provides a choice of coverage through a multi-
State plan, available nationwide, and offered by private insurance carriers under the supervision of
the Office of Personnel Management.

Providing Health Care Tax Credits. Makes premium tax credits available through the Exchange
to ensure people can obtain affordable coverage. Credits are available for people with incomes
above Medicaid eligibility and below 400 percent of poverty who are not eligible for or offered
other acceptable coverage. They apply to both premiums and cost-sharing to ensure that no family
faces bankruptcy due to medical expenses again.












