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Individual Insurance Under Healthcare Reform: A Boon for Policyholders

A recent study of health insurance coverage under
individual insurance plans in effect between 2001 and
2008 indicates that many policyholders would have
saved money if the Patient Protection and Affordable
Care Act (ACA) had been in effect during this time
period.! In addition, the study showed that more
generous insurance coverage is associated with a lower
risk of high out-of-pocket spending, and that the
probability of very high out-of-pocket spending is
expected to be reduced for everyone who purchases
insurance through a health insurance exchange
(exchange). Compared to employment-related plans,
individual plans have less favorable benefits, including
higher copays and deductibles, as well as inferior
prescription drug coverage, all of which contribute to
greater out-of-pocket spending by individual plan
policyholders. When the ACA’s individual mandate and
exchange provisions take effect in 2014, individual plan
policyholders may experience more generous benefits
and reduced out-of-pocket costs. However, insurers may
struggle to comply with the new requirements.” States
will play an active role in both the design of their
exchanges and in the selection of their respective
exchange’s benchmark insurance plan. Federal funding
is still being distributed to assist them in these tasks.’
With the constitutionality of the ACA settled, as of the
June 28, 2012 Supreme Court decision, states and the
healthcare industry must begin implementation of
insurance-related changes required under the ACA, and
consumers may look forward to improved plan options
and lower out-of-pocket costs.

By January 1, 2013, states must notify the U.S.
Department of Health and Human Services (HHS)
whether they will operate a state designed exchange or
implement an exchange operated by HHS.* Regardless
of the type of exchange in place, insurance plans in both
the individual and small group markets must offer
“gssential health benefits,” which HHS has defined as
requiring at least ten categories of benefits, including:
hospitalization; emergency services; maternity and
newborn care; prescription drugs; preventive and
wellness services and chronic disease management;
mental health, substance abuse, and behavioral health
treatments; rehabilitative devices and services; pediatric
services, including vision and oral care; laboratory
services; and, ambulatory care.” Within these categories,
however, insurers will have some discretion as to which
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specific services they will cover, such as the types and
number of treatments allowed.

Flexibility provided to insurers in designing plans to
offer in the exchanges, may lead to some variation
between state exchanges. This variety will be within the
ACA mandated categories listed above. In addition,
insurers will continue to have some discretion in
determining a plan’s actuarial value (AV), which is the
proportion of a policyholder’s healthcare costs that the
plan will cover.® Unless a plan is “grandfathered,” the
ACA requires plans to offer four different tiers of
coverage that vary based on AV, which in turn gives
consumers different options of cost-sharing in the form
of copays, coinsurance, and deductibles.” “Bronze” plans
will have an AV of 60 percent; “silver” plans will have
an AV of 70 percent; “gold” plans will have an AV of
80 percent; and, “platinum” plans will have an AV of 90
percent, with each tier imposing progressively less cost-
sharing on policyholders.® The ACA requires every plan
tier to provide coverage for preventive services without
imposing any cost-sharing on policyholders, and it
generally sets plan out-of-pocket maximums at the same
out-of-pocket limit for Health Savings Account-
qualified plans.®

Beginning in 2014, most Americans will have to
purchase a plan that is at the bronze level or higher in
order to avoid paying the associated tax.’® Currently,
individual plans tend to have an AV between the two
lowest tiers, bronze and silver, as compared to
employment-based plans, which typically have an AV
between gold and platinum.** For lower income
consumers who purchase individual insurance through
an exchange and have a family income of up to four
times the federal poverty level, premium and cost-
sharing subsidies may be available. These individuals
may also be eligible for plans that do not fall within one
of the standard four metal tiers, but that offer higher
AVs and lower out-of-pocket costs.** Thus, many
individuals who purchase health insurance through their
state’s exchange will be able to select a plan which
imposes less cost-sharing and also provides greater
coverage than their current individual policy offers.

States will also determine the specifics of their
exchanges, by selecting a benchmark plan to determine
standard benefits. In designating a benchmark plan,
states may choose either the state’s largest health
maintenance organization (HMO) plan, one of the three
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largest state employee plans, or one of the three largest
small group plans.”® This breadth of choices is intended
give states a certain degree of flexibility in designing their
benchmark plan, though state plans will all look fairly
similar due to the required categories for essential health
benefits.™* In order to receive, at least, conditional
approval of their respective exchanges by the January 1,
2013 deadline, states must submit an “Exchange
Blueprint” by November 14, 2012, which leaves little time
for those states who deferred action pending the outcome
of the Supreme Court’s decision.*®

With the constitutionality of the ACA established, the
healthcare industry and the consumers it serves must
move forward and achieve compliance with the law.
States must take swift action with respect to the design
and operation of their exchanges, and insurers must
evaluate and if necessary, augment, their current products
in order to comply with all applicable legal requirements
and effectively compete for valuable new customers.
Consumers should thoroughly research the insurance
plans available in their respective state’s exchange and
select the plan which offers the coverage and pricing best
suited to their needs. Regardless of the plan chosen,
however, individual policyholders are likely to see an
improvement over their current plan’s coverage as well as
a reduction in their out-of-pocket costs.
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, AVA, CM&AA, serves
as President of HEALTH CAPITAL CONSULTANTS (HCC), a nationally
recognized healthcare financial and economic consulting firm headquartered in
St. Louis, MO, serving clients in 49 states since 1993. Mr. Cimasi has over
thirty years of experience in serving clients, with a professional focus on the
financial and economic aspects of healthcare service sector entities including:
valuation consulting and capital formation services; healthcare industry
transactions including joint ventures, mergers, acquisitions, and divestitures;
litigation support & expert testimony; and, certificate-of-need and other
regulatory and policy planning consulting.

Mr. Cimasi holds a Masters in Health Administration from the University of Maryland, as well as
several professional designations: Accredited Senior Appraiser (ASA — American Society of
Appraisers); Fellow Royal Intuition of Chartered Surveyors (FRICS — Royal Institute of Chartered
Surveyors); Master Certified Business Appraiser (MCBA - Institute of Business Appraisers);
Accredited Valuation Analyst (AVA — National Association of Certified Valuators and Analysts); and,
Certified Merger & Acquisition Advisor (CM&AA — Alliance of Merger & Acquisition Advisors). He
has served as an expert witness on cases in numerous courts, and has provided testimony before federal
and state legislative committees. He is a nationally known speaker on healthcare industry topics, the
author of several books, the latest of which include: “The U.S. Healthcare Certificate of Need
Sourcebook™ [2005 - Beard Books], “An Exciting Insight into the Healthcare Industry and Medical
Practice Valuation” [2002 — AICPA], and “A Guide to Consulting Services for Emerging Healthcare
Organizations” [1999 John Wiley and Sons].

Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises;
published articles in peer reviewed and industry trade journals; research papers and case studies; and, is
often quoted by healthcare industry press. In 2006, Mr. Cimasi was honored with the prestigious
“Shannon Pratt Award in Business Valuation” conferred by the Institute of Business Appraisers.
Mr. Cimasi serves on the Editorial Board of the Business Appraisals Practice of the Institute of
Business Appraisers, of which he is a member of the College of Fellows.

Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the Senior Vice President of
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas
valuation and financial analysis for hospitals and other healthcare enterprises.
Mr. Zigrang has significant physician integration and financial analysis
experience, and has participated in the development of a physician-owned
multi-specialty MSO and networks involving a wide range of specialties;
physician-owned hospitals, as well as several limited liability companies for
the purpose of acquiring acute care and specialty hospitals, ASCs and other
ancillary facilities; participated in the evaluation and negotiation of managed
care contracts, performed and assisted in the valuation of various healthcare
entities and related litigation support engagements; created pro-forma financials; written business
plans; conducted a range of industry research; completed due diligence practice analysis; overseen the
selection process for vendors, contractors, and architects; and, worked on the arrangement of financing.

Mr. Zigrang holds a Master of Science in Health Administration and a Masters in Business
Administration from the University of Missouri at Columbia, and is a Fellow of the American College
of Healthcare Executives. He has co-authored “Research and Financial Benchmarking in the
Healthcare Industry” (STP Financial Management) and “Healthcare Industry Research and its
Application in Financial Consulting” (Aspen Publishers). He has additionally taught before the
Institute of Business Appraisers and CPA Leadership Institute, and has presented healthcare industry
valuation related research papers before the Healthcare Financial Management Association; the
National CPA Health Care Adviser’s Association; Association for Corporate Growth; Infocast
Executive Education Series; the St. Louis Business Valuation Roundtable; and, Physician Hospitals of
America.

Anne P. Sharamitaro, Esq., is the Vice President of HEALTH CAPITAL
CONSULTANTS (HCC), where she focuses on the areas of Certificate of Need
(CON); regulatory compliance, managed care, and antitrust consulting. Ms.
Sharamitaro is a member of the Missouri Bar and holds a J.D. and Health Law
Certificate from Saint Louis University School of Law, where she served as an
editor for the Journal of Health Law, published by the American Health
Lawyers Association. She has presented healthcare industry related research
papers before Physician Hospitals of America and the National Association of
Certified Valuation Analysts and co-authored chapters in “Healthcare
Organizations: Financial Management Strategies,” published in 2008.
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