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Health Care Reform Overview

• HR 3590 – Patient Protection and Affordable Care Act 
(PPACA) was signed on March 23, 2010
– Amends the Public Health Service Act
– Commits $940 billion over 10 years to expand coverage to 32 

million uninsured Americans.
– Expanded access and formation of state-based exchanges

• HR 4872 – Health Care and Education Reconciliation 
Act of 2010 was signed on March 30, 2010
– Amends and clarifies PPACA
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Grandfather Status

• What it means…
– Arizona was an employer who provided health insurance on 

or before March 23, 2010 when Health Reform legislation 
was enacted.

• Impact to Arizona
– Exempt from certain requirements in the PPACA

• No changes permitted to the Health Plan
– If Arizona were to change elements of the current Health 

Plan, we could potentially be disqualified from Grandfather 
status and incur greater costs.
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Health Care Reform Time Line

• Tax treatment for 
dependent coverage

• Early retiree 
reinsurance

• Auto Enrollment
• Establishment of high 

risk pool

• Employers must 
distribute uniform 
benefit summaries to 
participants

• W-2 reporting for health 
insurance (2011 tax 
year)

• Dependent coverage up to age 26
• No lifetime dollar limits & restricted annual limits
• No pre-existing limitations for children up to age 19
• No health Flexible Spending, Health Reimbursement, or Health 

Saving Account reimbursement for non-prescribed drugs
• Increased penalties for non-qualified Health Savings Account 

expenses
• Community Living Assistance Services & Supports (CLASS) 

program slated to start
• Medicare, Medicare Advantage benefit and payment reform
• Insurers subject to medical loss ratio rules

2010                         2011                       2012   2013                         2014           2018 

• $2,500 health FSA capped
• New Medicare taxes for high 

income and high investments

• High-cost insurance 
excise tax begins

• Health insurance exchanges
• Individual coverage mandate
• Low income premium subsidy in the exchange
• Employee “Free Choice” vouchers for exchange
• Annual dollar limits prohibited
• No pre-existing condition limits (all ages)
• No waiting period over 90 days
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Health Reform in 2010
Impact to Arizona

• Removal of Post-tax status and imputed income for 
employee’s dependents under age 25
– Effective with State of Arizona as of March 30, 2010

• Extended dependent eligibility up to age 26
– Married or unmarried
– Regardless of plan enrollment at age 18
– In or out of state residence
– Always a pre-tax status
– No student status requirement
– No disability requirement
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Health Reform in 2010
Impact to Arizona (continued)

• Early Retiree Reinsurance 
– For retirees ages 55 to 64
– Claims for $15,000 to $90,000 may be reimbursed to 

employers (80%)
– The reimbursed money will offset future premium increases
– Federal funds are limited to $5 billion
– Application process starts in June

• High Risk Pools 
– PPACA requires states to establish insurance pools for 

individuals with high risk conditions
– State of Arizona is unable to provide a pool, so the federal 

government will develop it on our behalf
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Health Reform in 2011
Impact to Arizona
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• Auto Enrollment 
– For employers with over 200 employees
– Employers must enroll employees in an insurance plan if 

they fail to elect one
– Awaiting guidance from Dept. of Labor 

• No lifetime dollar limits
– i.e. PPO out-of-network $2 million lifetime max

• Restricted annual limits
– i.e. $3,000 hearing aids



Health Reform in 2011
Impact to Arizona (continued)

• No Pre-existing condition requirements for children 
under 19 years old.
– State of Arizona is already compliant

• No health Flexible Spending, Health Reimbursement, 
or Health Savings Account reimbursement for non-
prescribed drugs

• Increase tax penalties for non-qualified Health 
Savings Account expenses
– i.e. Purchasing movie tickets with your Health Savings 

Account debit card
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Health Reform in 2012 & 2013
Impact to Arizona

• Employers must distribute uniform benefit 
summaries to participants
– Awaiting guidelines from Secretary of HHS

• W-2 reporting for health insurance
– State of Arizona must provide the cost of employees’

insurance on their W-2 forms for the 2011 tax year

• Health Flexible Spending Accounts capped at $2,500 

2012

2013
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Health Reform in 2014
Impact to Arizona

• Individual coverage mandate 

• Low Income premium subsidy in the exchange

• Employee “Free Choice” vouchers for exchange

• Annual dollar limits prohibited

• No pre-existing condition limits for all ages
– State of Arizona is already compliant

• No waiting period for over 90 days
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Awaiting Federal Guidance

• PPACA is complex and requires more guidance and 
regulations

• Secretary of Health and Human Services continues 
to establish guidelines
– How the PPACA will be implemented
– Define the components/details of PPACA

• Department of Labor is establishing additional 
guidelines and regulations
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Health Care Reform Resources

• For more information go to:
– www.healthreform.gov

OR
– www.benefitoptions.az.gov/liaison

– Updates will be posted regularly on Health Reform 
and how it affects the State of Arizona

– Look for more resource links

• Questions?
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