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The Affordable Care Act and Medicare: How do they get along? 
 
 
Introductory comment: 
 
The following is from the Center for Medicare Advocacy’s “Weekly Alert” for October 28, 
2010.   
 

Health care reform does not cut Medicare benefits.  In fact, health care reform 
expands Medicare coverage, by eliminating cost-sharing for preventive services, 
adding a yearly wellness visit, limiting some cost-sharing in private Medicare 
plans, and closing the Part D "Donut Hole."  It also improves the solvency of the 
Medicare program itself.  Reform does, however, change some Medicare payment 
policies.  Some misstated reports of these changes have resulted in exaggerating 
public fear of cuts to Medicare benefits.   

 
The full alert is included in this compilation.  
 
The Affordable Care Act (ACA) achieves savings in the Medicare program through a series of 
payment reforms, service delivery innovations, and increased efforts to reduce fraud, waste, and 
abuse. The actual projected reduction in Medicare spending is $428 billion over 10 years, after 
$105 billion in new Medicare spending is taken into consideration.  These projections actually 
extend the life of the Medicare trust fund by about a decade.  It is important to stress that none of 
the payment reforms affect Medicare's guaranteed benefit packages.  The law specifically states 
that the guaranteed benefits in Medicare Part A and Part B will not be reduced or 
eliminated as a result of changes to the Medicare program. 
  

 

 

 

 

http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn1


 3

 

 

Table of Contents  
(A compilation of Center “Alerts”) 

Where Are We, and What’s Up for 2012? 

Lower-Premium Pre-Existing Condition Insurance Plans Take Effect in Many States 

Many Uninsured Individuals with Pre-Existing Conditions Will Find It Easier to Obtain 
Coverage 

Health Care Reform Does Not Cut Medicare Benefits 
 
Affordable Care Act Expands Medicare Coverage for Prevention and Wellness 
 
Health Reform: linking Medicare Payment to Quality Outcomes 

Health Reform: The Nursing Home Provisions 

Health Care Reform and Low-Income Beneficiaries 

 

 
 
 
 
 
 
 
 
 

 

 



 4

 

 

Where Are We, and What’s Up for 2012? 

November 10, 2011 

The Affordable Care Act (ACA), passed in March 2010, has been implemented steadily over the 
past two years.[1]  Implementation of various provisions will continue next year and in 2013, 
with the core of the ACA – expanded health insurance coverage for nearly 30 million people – 
occurring in 2014.[2] 

This Alert will review some of the important consumer-oriented provisions of the law that are 
already in effect and look at what is coming in 2012, with an emphasis on Medicare and 
Medicaid provisions. 

2010 Implementation 

Changes for Consumers 

• Increased age for dependent coverage of adult children.  Among the most touted – 
and earliest to be implemented – of the provisions effective in 2010 was the required 
increase to age 26 for private insurance coverage of adult children.  This provision 
allowed parents who had family coverage to continue to insure their adult children 
several years after the previously common cut-off date. 

• Coverage of Preventive Benefits.  The law requires new health plans to provide 
coverage without cost-sharing for preventive services rated as A or B by the U.S. 
Preventive Services Task Force. 

• Medicare Beneficiary Drug Rebate Program.  This provision, a precursor to the 
gradual elimination of the Medicare Part D coverage gap known as the donut hole, 
provided a one-time, $250 rebate to all Part D beneficiaries who entered the donut hole in 
2010. 

• Medicaid Coverage for Childless Adults.  The law created a state option to expand 
coverage to childless adults with incomes up to 133% of the Federal Poverty limits (about 
$1,200/month for one person).  Such coverage will be required beginning in 2014. 

• Pre-existing Condition Insurance Plans (PCIPs).  Every state has a plan, operated by 
either the state or the federal government, to insure individuals who have been uninsured 
for at least six months due to a pre-existing condition.  In 2011, the federal government 
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liberalized rules for the plans it operates in 23 states and the District of Columbia.  
According to the Kaiser Family Foundation, about 18,000 people were enrolled in PCIPs 
in March 2011.[3] 

• Consumer Protections in Insurance.  These provisions prohibit certain insurance 
practices that harm consumers, including placing lifetime limits on the dollar value of 
coverage, rescinding coverage (except in cases of fraud), denying children coverage in 
general based on pre-existing conditions or denying coverage for specific pre-existing 
conditions in children. 

Policy Changes 

• Comparative Effectiveness Research.  The law authorized a Patient-Centered 
Outcomes Research Institute to conduct research into the comparative effectiveness of 
various medical interventions. 

• Establishment of Office for Dual Eligibles.  This office, now called the Medicare and 
Medicaid Coordinating Office, was established to improve care for those Medicare 
beneficiaries who also have Medicaid and to promote more efficient and cost-effective 
methods of providing their care.  In its two years of operation, the MMCO has launched 
an alignment initiative to identify and address those areas where differences in Medicare 
and Medicaid law create problems for beneficiaries.  It has also promoted the 
development of integrated care initiatives by states, to more effectively coordinate and 
manage care for dual eligibles.  More than 40 states are engaged in the initiative at 
various levels of development. 

• Medicaid Community Based Services.  The provision offers states new options for 
providing community based services through their State Plan process. 

2011 Implementation 

Changes for Consumers 

• Closing the Medicare Drug Coverage Gap.  2011 is the first year of a multi-year phase 
out of the "donut hole" that requires Medicare Part D plan enrollees to pay the full price 
for their drugs after a certain threshold of coverage has been met and until a catastrophic 
limit has been met.  For 2011, beneficiaries pay only 50% of the cost of brand name 
drugs in the donut hole and 93% of the cost of generic drugs. 

• Medicare Preventive Services.  This provision requires Medicare to eliminate cost-
sharing for Medicare-covered preventive services rated as A or B by the U.S. Preventive 
Services Task Force.  It also waives the Medicare deductible for colorectal screening and 
authorizes coverage for an individualized prevention plan. 

• Changes to Increased Medicare Premiums for Higher-Income Beneficiaries.  Since 
2007, Medicare beneficiaries with incomes above a certain level have been required to 
pay higher Part B premiums.  The ACA froze the income level at which such premium 
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surcharges apply at $85,000/year through 2019 and expanded the surcharge to also apply 
to Part D premiums. 

Policy Changes 

• Medicare Extra Payments. For the years 2011 through 2015, Medicare will pay a 10 
percent bonus for primary care services; it will also pay a 10 percent bonus to general 
surgeons practicing in areas with a shortage of health professionals. 

• Medicare Advantage (MA) Payment Changes.  Beginning in 2011, Medicare 
Advantage payments are restructured at an increasingly smaller percentage of original 
Medicare rates.  Prior to the restructuring, MA payments were, on average, 13% higher 
than those for traditional Medicare.[4]  Also beginning in 2011, MA plans are prohibited 
from charging higher cost-sharing than original Medicare for skilled nursing facility care, 
chemotherapy and kidney dialysis. 

• Center for Medicare and Medicaid Innovation.  The law requires the establishment of 
such a Center, with authority to test myriad innovative payment and delivery systems that 
improve outcomes and decrease costs, or improve outcomes without increasing costs, or 
decrease costs without worsening outcomes.  The Innovation Center has collaborated 
closely with the Medicare and Medicaid Coordinating Office to test models for 
improving care for dual eligibles. 

2012 Implementation 

• Medicare Independence at Home Demonstration.  This provision creates a 
demonstration program to provide high-need Medicare beneficiaries with primary care 
services in their home. 

• Accountable Care Organizations (ACOs) in Medicare.  This provision of the law 
allows physicians and hospitals to organize with other health care professionals into 
voluntary organizations that can share with Medicare in savings generated from caring 
for certain Medicare beneficiaries if the ACOs meet designated quality standards.  Final 
regulations implementing the ACO program were published on October 20, 2011.[5] 

• Medicare Advantage (MA) Plan Payments.  The restructured payments that began in 
2011 continue. Rebates paid to certain MA plans are also reduced.  In addition, MA plans 
with four or five stars on a five star quality rating system are entitled to bonuses.  The 
Centers for Medicare & Medicaid Services has expanded the bonus payment program to 
include plans with three stars.[6] 

• Medicare Value-Based Purchasing.  Beginning October 1, 2012, Medicare will pay 
hospitals based on their performance on certain quality measures and will move toward 
making such payments applicable to skilled nursing facilities, home health agencies and 
ambulatory surgical centers. 

• Reduced Medicare Payments for Hospital Readmissions.  Beginning October 1, 2012, 
Medicare will reduce payments to hospitals for preventable readmissions within 30 days. 
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• Data Collection to Reduce Health Care Disparities.  Effective March 23, 2012, the 
ACA requires the collection and reporting of certain data on race, ethnicity, sex, primary 
language, and disability status. 

Conclusion 

The provisions described here are just a few of the most salient provisions of the ACA that 
become effective each year.  For more information about the ACA and its impact on Medicare, 
see the Center’s previous Alerts available at:http://www.medicareadvocacy.org/articles/weekly-
update-archive/. 

 

[1]As referenced in previous Alerts, Health Care Reform consists of two separate laws, the Patient Protection and 
Affordability Care Act of 2010 (PPACA), Pub.L. 111-148 (March 23, 2010), and the Health Care and Education 
Reconciliation Act of 2010 (HCERA), Pub. L. 111-152 (March 30, 2010). The laws often are collectively referred to 
as the Affordable Care Act (ACA). 
[2] The Urban Institute, "America Under the Affordable Care Act" 
at http://www.urban.org/publications/412267.html (site visited Oct. 25, 2011). 
[3] Kaiser Family Foundation Health Reform Source Implementation Timeline 
at http://healthreform.kff.org/timeline.aspx (site visited Oct. 25, 2011). 
[4] See, e.g., MedPAC Report to Congress: Medicare Payment Policy (March 2010) noting that in 2010, overall 
payments to plans average an estimated 113 percent of original Medicare fee-for-service (FFS) spending; available 
at:  http://www.medpac.gov/documents/Mar10_EntireReport.pdf. 
[5]  See: http://www.ofr.gov/OFRUpload/OFRData/2011-27461_PI.pdf.  The final rule is set for publication in the 
Federal Register on November 2, 2011. 
[6]See CMS Press Release, November 10, 2010,  "Medicare Announces Quality Bonus Payment Demonstration for 
Medicare Health Plans" available at: 
 http://www.cms.gov/apps/media/press/release.asp?Counter=3883&intNumPerPage=10&checkDate=&checkKey=&
srchType=1&numDays=3500&srchOpt=0&srchData=&keywordType=All&chkNewsType=1%2C+2%2C+3%2C+
4%2C+5&intPage=&showAll=&pYear=&year=&desc=false&cboOrder=date.  

http://www.medicareadvocacy.org/articles/weekly-update-archive/
http://www.medicareadvocacy.org/articles/weekly-update-archive/
http://www.urban.org/publications/412267.html
http://healthreform.kff.org/timeline.aspx
http://www.medpac.gov/documents/Mar10_EntireReport.pdf
http://www.ofr.gov/OFRUpload/OFRData/2011-27461_PI.pdf
http://www.cms.gov/apps/media/press/release.asp?Counter=3883&intNumPerPage=10&checkDate=&checkKey=&srchType=1&numDays=3500&srchOpt=0&srchData=&keywordType=All&chkNewsType=1%2C+2%2C+3%2C+4%2C+5&intPage=&showAll=&pYear=&year=&desc=false&cboOrder=date
http://www.cms.gov/apps/media/press/release.asp?Counter=3883&intNumPerPage=10&checkDate=&checkKey=&srchType=1&numDays=3500&srchOpt=0&srchData=&keywordType=All&chkNewsType=1%2C+2%2C+3%2C+4%2C+5&intPage=&showAll=&pYear=&year=&desc=false&cboOrder=date
http://www.cms.gov/apps/media/press/release.asp?Counter=3883&intNumPerPage=10&checkDate=&checkKey=&srchType=1&numDays=3500&srchOpt=0&srchData=&keywordType=All&chkNewsType=1%2C+2%2C+3%2C+4%2C+5&intPage=&showAll=&pYear=&year=&desc=false&cboOrder=date
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Lower-Premium Pre-Existing Condition Insurance Plans Take 
Effect in Many States 

July 7, 2011 

One year ago on July 1, 2010, Secretary of Health and Human Services Kathleen Sebelius 
announced the availability of new insurance coverage for individuals who were denied insurance 
because they had a pre-existing condition.[i]  These plans, called Pre-Existing Condition 
Insurance Plans (PCIPs), were created by the Affordable Care Act of 2010 (ACA). [ii]  As 
required by the ACA, they operate as transitional coverage until Health Insurance Exchanges are 
in place on January 1, 2014.[iii]   At that time, group health plans and health insurance issuers 
that offer group or individual health insurance coverage must cover pre-existing conditions.[iv] 

Secretary Sebelius announced the availability of PCIPs last year, saying: 

…[F]or too long, Americans with pre-existing conditions have been locked out of our health 
insurance market. Today, the Pre-Existing Condition Insurance Plan gives them a new option – 
the same insurance coverage as a healthy individual if they’ve been uninsured for at least six 
months because of a medical condition.  This program will provide people the help they need as 
the nation transitions to a more competitive and fair market place in 2014.[v] 

Effective July 1, 2011, PCIPs will be more affordable and more readily accessible in most of the 
23 states (and the District of Columbia) that have opted to let the Department of Health and 
Human Services (HHS) administer the plans. As the Center discussed in a previous Alert[vi], in 
some of those states, premiums have been reduced by as much as 40%, making it easier to afford 
coverage,[vii] But the scope of the premium reductions varies.  For example, a 55-year-old 
Virginia resident would see her monthly premium reduced from $498 to $297, a 40% reduction.  
However, in Mississippi, premiums will be reduced by 2%.[viii]  It is important to check the 
PCIP website for updates.[ix] 

Coverage and Eligibility 

Generally speaking, PCIPs cover primary and specialty care, hospital care, and prescription 
drugs. To qualify, individuals must be United States citizens or living in the U.S. legally, have 
been uninsured for at least six months, and have been unable to obtain coverage due to a health 
condition. The changes that became effective July 1, 2011 in those states whose programs are 
administered by HHS eliminate the requirement that an applicant must show that she or he has 
been denied insurance coverage and made it easier to submit proof of such a health condition. 

http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn1
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn2
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn3
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn4
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn5
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn6
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn7
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn8
http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn9
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Under the relaxed rules, individuals may submit a letter from their physician indicating a 
qualifying condition or disability. Eligibility is not based on income. 

The 27 States that operate their own PCIPs are provided flexibility in how they administer their 
programs, though certain requirements must be met.  HHS informed those States of its actions 
reducing premiums and easing eligibility requirements and told the States they could do the 
same.[x]  PCIPs are fully federally-funded with $5 billion from the Affordable Care Act. 

To find out which states are now enrolling and for more information, please visit the new 
consumer website from HHS,www.HealthCare.gov. 

 

[i] Department of Health and Human Services, Press Release: HHS Secretary Sebelius Announces New Pre-Existing 
Condition Insurance Plan", available at http://www.hhs.gov/news/press/2010pres/07/20100701a.html. 
[ii] See §1101 of the ACA, Pub. L. 111-148 (March 23, 2010). 
[iii] Id. 
[iv] See §1201 of the ACA, Pub. L. 111-148 (March 23, 2010). 
[v] See note 1, above. 
[vi] "Many Uninsured Individuals with Pre-Existing Conditions Will Find It Easier to Obtain Coverage", Center for 
Medicare Advocacy, June 2, 2011, available at http://www.medicareadvocacy.org/2011/06/many-uninsured-
individuals-with-pre-existing-conditions-will-find-it-easier-to-obtain-coverage/. 
[vii] See http://www.healthcare.gov/news/factsheets/pcip05312011a.html for specific information on which states’ 
premiums have been reduced and by how much. 
[viii] The Washington Post, "U.S. cuts health premiums for preexisting conditions", July 5, 2011, p A9. 
[ix] https://www.pcip.gov/. 
[x] Id. 

http://www.medicareadvocacy.org/wp-admin/post-new.php#_edn10
http://www.healthcare.gov/
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref1
http://www.hhs.gov/news/press/2010pres/07/20100701a.html
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref2
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref3
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref4
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref5
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref6
http://www.medicareadvocacy.org/2011/06/many-uninsured-individuals-with-pre-existing-conditions-will-find-it-easier-to-obtain-coverage/
http://www.medicareadvocacy.org/2011/06/many-uninsured-individuals-with-pre-existing-conditions-will-find-it-easier-to-obtain-coverage/
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref7
http://www.healthcare.gov/news/factsheets/pcip05312011a.html
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref8
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref9
https://www.pcip.gov/
http://www.medicareadvocacy.org/wp-admin/post-new.php#_ednref10
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Many Uninsured Individuals with Pre-Existing Conditions Will 
Find It Easier to Obtain Coverage 

June 2, 2011 

Individuals with pre-existing conditions who have been uninsured for six months may now find 
it easier to obtain coverage through the Pre-Existing Condition Insurance Plan (PCIP).  PCIP was 
created by the Affordable Care Act to provide interim coverage until the Health Insurance 
Exchanges are up and running in 2014. Twenty-seven states administer their own PCIP. PCIP is 
administered by the Department of Health and Human Services (HHS) in the other 23 states and 
in the District of Columbia. 

HHS announced on May 31, 2011, that premiums would be reduced by as much as 40% in 18 of 
the 23 states in which the federal government administers PCIP.[1]  Further, starting in July, 
applicants in the states where PCIP is administered by HHS will no longer have to establish that 
they have been turned down for health insurance coverage by an insurance company.  They will 
only have to provide a letter from a doctor, physician assistant, or nurse practitioner verifying 
that they have or have had a medical condition, disability or illness that qualifies them for PCIP.  
The letter must be dated within 12 months of the application. 

Coverage under PCIP is available to individuals who are citizens or who are living in the United 
States legally, who have pre-existing conditions, and who have been uninsured for at least the 
last 6 months.  Eligibility is not based on income.  PCIP covers hospital care, primary and 
specialty care, and prescription drugs, even for pre-existing conditions coverage. 

Information about applying for PCIP is available 
at http://www.healthcare.gov/law/provisions/preexisting/federal/index.html.  

 

[1] Go to http://www.healthcare.gov/news/factsheets/pcip05312011a.html for information about the reduction in 
premium amounts in the states in which HHS administers PCIP. 

 

 
 

http://www.medicareadvocacy.org/2011/06/02/many-uninsured-individuals-with-pre-existing-conditions-will-find-it-easier-to-obtain-coverage/#_ftn1
http://www.healthcare.gov/law/provisions/preexisting/federal/index.html
http://www.medicareadvocacy.org/2011/06/02/many-uninsured-individuals-with-pre-existing-conditions-will-find-it-easier-to-obtain-coverage/#_ftnref1
http://www.healthcare.gov/news/factsheets/pcip05312011a.html
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Health Care Reform Does Not Cut Medicare Benefits 
 

October 28, 2010 
 
 
Health care reform does not cut Medicare benefits.  In fact, health care reform expands Medicare 
coverage, by eliminating cost-sharing for preventive services, adding a yearly wellness visit, 
limiting some cost-sharing in private Medicare plans, and closing the Part D "Donut Hole."  It 
also improves the solvency of the Medicare program itself.  Reform does, however, change some 
Medicare payment policies.  Some misstated reports of these changes have resulted in 
exaggerating public fear of cuts to Medicare benefits.  This Alert summarizes the changes in 
certain Medicare payments in order to clarify that the Medicare reforms do not reduce 
Medicare’s guaranteed benefits.  
  
The Affordable Care Act[i] achieves savings in the Medicare program through a series of 
payment reforms, service delivery innovations, and increased efforts to reduce fraud, waste, and 
abuse. The actual projected reduction in Medicare spending is $428 billion over 10 years, after 
$105 billion in new Medicare spending is taken into consideration.[ii]   These projections 
actually extend the life of the Medicare trust fund by about a decade.  It is important to stress that 
none of the payment reforms affect Medicare's guaranteed benefit packages.  The law 
specifically states that the guaranteed benefits in Medicare Part A and Part B will not be 
reduced or eliminated as a result of changes to the Medicare program.[iii] 
  
Most Medicare Cuts Are to Private Insurance Plans 

The greatest amount of savings in Medicare, about $130 billion over 10 years, [iv] will be 
achieved by reducing overpayments to private Medicare Advantage (MA) plans.  These are the 
insurance plans that contract with the Centers for Medicare & Medicaid Services (CMS) under 
Medicare Part C to provide benefits to those who voluntarily enroll.  MA plans must provide all 
of the guaranteed benefits under Part A and Part B; they may provide additional benefits with 
moneys they receive in excess of the cost of providing the guaranteed benefits. 

Under the funding mechanism in effect before enactment of the Affordable Care Act, MA 
plans were paid, on average, 9 - 13% more than the traditional Medicare program to 
provide the same coverage. These extra payments resulted in Medicare Part B premiums being 
$3.35 higher per month for all beneficiaries in 2009, and resulted in the federal government (and 
taxpayers) spending $14 billion more than it would have had Medicare Advantage plan enrollees 
remained in the traditional Medicare program.[v] 
  

http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn1
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn2
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn3
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn4
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn5
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The Affordable Care Act phases in changes in MA overpayments, starting with a freeze in 
payments to MA plans for 2011.  Payments will be based on national county benchmarks, with 
plans being paid a fixed percentage of traditional Medicare costs.  As a result of this payment 
formula, plans in some lower-paid counties, generally rural and suburban areas, will continue to 
receive payments that exceed the traditional Medicare amount, while plans in higher paid 
counties, many of them large cities, may see substantial reductions.[vi] Rebates (an amount plans 
receive if they bid less than the county benchmark) will also be reduced.  The new payment 
structure also provides for an increase in payments by up to 5% for plans that receive four or 
more stars on the CMS star rating system.[vii]  
  
Medicare Advantage Options Remain Robust for 2011 

Many people in the health care industry predicted that the change in MA payments would result 
in fewer MA plans contracting with CMS, higher premiums, and reduced benefit packages.  
CMS announced at the end of September 2010, however, that these predictions were not 
accurate.  According to CMS, MA plan premiums for 2011 will be, on average, $1 less than in 
2010, and most beneficiaries will have choices of Medicare Advantage plans.[viii] Many MA 
plans that chose to leave the Medicare market in 2011 did so as a result of changes made by 
the Medicare Improvement for Patients and Providers Act of 
2008 (MIPPA)[ix] and NOT because of the Affordable Care Act. 

Those who point to the cuts in the overpayments to MA plans as proof that Medicare benefits 
were reduced by health care reform legislation fail to acknowledge that the Affordable Care 
Act improves benefits offered by MA plans.  For example, the new law sets limits on the 
amount of cost-sharing plans can charge for chemotherapy administration services, renal dialysis 
services, and skilled nursing care services.[x] Further, starting in 2014, 85% of MA plan 
revenues must go towards benefits, not profits, or plans may be subject to sanctions.[xi]  
  
Changes in Payments to Providers 
  
Many of health care reform's payment reforms consist of changes in the methodology used to 
calculate payment updates for hospitals, skilled nursing facilities, home health agencies, and 
ambulance services, among others.  Payment updates for these providers are based on an update 
to the "market basket" specific to the provider type that reflects the increased cost in doing 
business.   In general terms, the Affordable Care Act reduces the annual market basket increase 
by a specific productivity adjustment that is phased in over a set statutory time frame.[xii]  Thus, 
the new law does not reduce payments from 2010 level, but only reduces the amount of 
payment increases. 
  
Changes in Payments to Physicians 
  
Payments to physicians are based on a formula, the sustainable growth rate or SGR, that was 
enacted as part of the Balanced Budget Act of 1997.[xiii]  Because application of the formula 
would have resulted in negative updates to physician payments, Congress has enacted delays to 
its implementation since 2003. The Affordable Care Act did not make any revisions to the 
physician payment formula.  Unless Congress continues its practice of enacting a temporary 

http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn6
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn7
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn8
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn9
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn10
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn11
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn12
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn13
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"doc fix," or, more unlikely, reforms the method for calculating doctor reimbursement,[xiv] a 
reduction in payment to physicians will go into effect on December 1, 2010.  The cuts remain a 
potential threat to access to doctors for Medicare beneficiaries. 
  
Linking Payment to Quality Outcomes 
  
In an earlier Alert[xv] we reported, how the Affordable Care Act moves in the direction of 
linking payment to quality outcomes for entities that provide services to Medicare beneficiaries. 
Congress has placed emphasis on efforts to measure quality and to provide payment for only 
those services and procedures that meet certain quality of care standards. As stated above, 
Medicare Advantage plans may be entitled to bonus payments if they score highly on quality 
measures.  In addition, hospitals will be given incentives to reduce hospital acquired conditions 
with respect to hospital discharges starting in 2015.[xvi] 
  
Payments also may be reduced to certain providers in the future if they do not provide high 
quality health care. For example, beginning in 2012, hospital payments may be reduced if a 
hospital is determined to have excessive readmissions for identified conditions or procedures that 
are high volume or high cost and for which the readmission rate is high.  A readmission is 
defined as a return to the same or a different hospital for the same condition within a time frame 
to be specified by the Secretary of Health and Human Services (HHS).[xvii] 
  
Independent Payment Advisory Board (IPAB) 
  
The Independent Payment Advisory Board (IPAB) is a new quasi-governmental body which will 
take over from Congress the function of establishing Medicare payment policies. Policy makers 
anticipate that the IPAB, which is to commence operations in 2014, will be able to achieve 
another $15.5 billion in savings to the Medicare program from 2014-2019.[xviii] 
  
The 15-member Board will be appointed by the president and confirmed by Congress; members 
will serve full-time.  The IPAB will be advised by a 10-member consumer advisory council.  
The Affordable Care Act includes strict parameters for IPAB activity. It must submit proposals to 
Congress to reduce Medicare spending if statutorily-defined parameters are met.  These 
proposals will go into effect if Congress does not act.  
  
Importantly, the law prohibits the IPAB from changing eligibility or benefits, reducing the 
Part D low-income subsidy, or rationing care.[xix] 
  
Conclusion 
  
The Affordable Care Act slows the growth in future Medicare spending by reducing 
overpayments to private Medicare Advantage plans, by restructuring up-dates in payments to 
many providers, and by tying payments to improved quality of care.  Health care reform does 
not reduce Medicare benefits.  
  

 

http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn14
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn15
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn16
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn17
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn18
http://www.medicareadvocacy.org/Print/2010/reform_10_10.28.ReformDoesntCutBenefits.htm#_edn19
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[i] The health care reform law: Pub.L.111-148, the Patient Protection and Affordability Care Act of 2010 (PPACA), 
on March 23, 2010, and Pub. L. 111-152, the Health Care and Education Reconciliation Act of 2010 (HCERA), on 
March 30, 2010. 
[ii] CBO March 20, 2010; Joint Committee on Taxation Revenue Estimates, JCX-17-10 (March 20, 2010). 
[iii] PPACA (Pub. L. 111-148), § 3602 
[iv] CBO March 20, 2010; Joint Committee on Taxation Revenue Estimates, JCX-17-10 (March 20, 
2010) http://www.jct.gov/publications.html?func=startdown&id=3673. 
[v] Report to Congress, Medicare Payment Policy (March 2010); www.medpac.gov/documents/Mar_10Ch04.pdf. 
[vi] For a discussion of the effects of the new payment structure on different communities, see, B.Biles, G. Arnold, 
Medicare Advantage Payment Provisions (G.W.U. March 2010), available at 
http://www.gwumc.edu/sphhs/departments/healthpolicy/dhp_publications/pub_uploads/dhpPublication_8C515659-
5056-9D20-3D3985C6A1BBC2A5.pdf. 
[vii] HCERA § 1102 
[viii] “Medicare Advantage Premiums Fall, Enrollment Rises, Benefits Similar Compared To 2010 Wide Range Of 
Medicare Health And Drug Plan Options Continues In 2011” (  CMS Sept. 21, 
2010); http://www.cms.gov/apps/media/press/release.asp?Counter=3839&intNumPerPage=10&checkDate=&check
Key=&srchType=1&numDays=3500&srchOpt=0&srchData= 
&keywordType=All&chkNewsType=1%2C+2%2C+3%2C+4%2C+5&intPage=&showAll=&pYear=&year=&desc
=&cboOrder=date. 
[ix]Section 162 of the Medicare Improvements for Patients and Providers Act of 2008, Pub. L. 110-225 required 
private fee for service Medicare Advantage plans to have provider networks in most areas of the country, effective 
January 1, 2011 
[x] PPACA §33203. 
[xi] HCERA §1103. A plan's contract must be terminated if the plan fails to have a Medical Loss Ratio of 85% for 5 
consecutive years. 
[xii] PPACA §§ 3401, 10319; HCERA §§ 1105 
[xiii] Balanced Budget Act of 1997 (BBA),  Pub. L. 105-33 (Aug. 5, 1997). 
[xiv] One estimate places the cost at $276 billion over the next 10 years.  Health Policy Brief:  Paying Physicians for 
Medicare Services (June 25, 2010); available at 
www.healthafffairs.org/healthpolicybriefs/briefs_pdfs/healthpolicybrief_18.pdf. 
[xv] See, Health Reform:  Linking Medicare Payment to Quality Outcomes (June 25, 2010), available at 
www.medicareadvocacy.org. 
[xvi] PPACA §3008, amending 42 U.S.C. §1395ww. 
[xvii] PPACA § 3025. Beneficiary advocates will watch implementation of this provision closely to ensure that 
hospitals do not try to avoid payment cuts and quality improvement by placing patients in “observation status” rather 
than admitting them as inpatients. See, “Observation Services:  What Can Beneficiaries and Advocates Do?” (Feb. 
18, 2010), www.medicareadvocacy.org. 
[xviii] CBO March 20, 2010; Joint Committee on Taxation Revenue Estimates, JCX-17-10 (March 20, 2010). 
[xix] PPACA § 3403(c), adding Section 1899 of the Social Security Act. 
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Affordable Care Act Expands Medicare Coverage for Prevention 
and Wellness 

 
September 9, 2010 

 
The Affordable Care Act[1] (ACA) adds coverage for a new "Wellness Visit" and eliminates 
cost-sharing for almost all of the preventive services covered by Medicare, effective January 1, 
2011.  This Alert discusses both provisions. 
  
Wellness Visit 
  
Starting next year, Medicare will cover a new annual wellness visit and will provide payment for 
the creation of a personalized prevention plan.  The wellness visit will include a health risk 
assessment to: 
 

• Establish or update the individual's medical and family history; 
• Create a list of current providers and suppliers involved in providing medical care, 

including a list of prescriptions; 
• Take measurements of height, weight, body mass index, blood pressure and other routine 

measurements; and 
• Detect cognitive impairments. 
 

During the wellness visit, the health professional will establish or update a screening schedule 
for the next 5-10 years, based on recommendations of the United States Preventive Services Task 
Force (USPSTF).  The recommendations of USPSTF are based on an individual's age and health 
status.  The visit may include health education or preventive counseling services designed to 
reduce risk factors that have been identified during the visit.  Examples of such education and 
counseling services include those designed to promote self-management and wellness, including 
weight loss, physical activity, smoking cessation, fall prevention and nutrition. 
  
The wellness visit may be conducted by a physician or another practitioner whose services are 
recognized by Medicare.  Such practitioners include physician assistants, nurse practitioners, 
clinical nurse specialists, certified nurse-midwives, clinical social workers, and clinical 
psychologists.[2]  Practitioners may also include health educators, registered dietitians, or 
nutrition professionals working under the supervision of a physician. 
  
In proposed regulations to implement the new service, CMS listed "detection of any cognitive 
impairment" as one of the services to be included in the annual wellness visit.[3]  However, 

http://www.medicareadvocacy.org/Print/2010/PartB_10_09.09.WellnessVisit.htm#_edn1
http://www.medicareadvocacy.org/Print/2010/PartB_10_09.09.WellnessVisit.htm#_edn2
http://www.medicareadvocacy.org/Print/2010/PartB_10_09.09.WellnessVisit.htm#_edn3


 16 

CMS did not recommend yearly screenings for depression or for functional impairments, based 
on the findings of the USPSTF. The USPSTF states that the optimal interval for screening for 
depression in older individuals is unknown, although it does recognize that recurrent screening 
may be needed for certain patients. 
  
The new annual wellness visit builds upon the current "Welcome to Medicare" check-up or 
"initial physical examination" that is available to beneficiaries within 12 months of their 
becoming covered under Medicare Part B.  The initial preventive physical examination consists 
of a physical examination, including measurement of height, weight, and blood pressure and an 
electrocardiograph, with the goal of health promotion and disease detection.  The initial 
preventive physical examination also includes education, counseling, and referral with respect to 
screening and other preventive services, although it does not include clinical laboratory tests.[4]  
A beneficiary is only entitled to a "Welcome to Medicare" check-up, and not a wellness visit 
exam, during the 12-month period after coverage begins under Part B.  However, a beneficiary is 
entitled to personalized prevention plan services once a year thereafter. 
  
Elimination of Cost-sharing for Preventive Services 
  
As indicated in a previous Alert, ACA has eliminated cost-sharing for most of the preventive 
services already covered under Medicare, effective January 1, 2011.[5]  The preventive services 
to which the provision applies are those that are appropriate for the individual and that are 
recommended with a grade of A or B by the USPSTF for any indication or population.  The 
services for which no cost-sharing (deductible and/or co-payment) will be charged are: 
 

• Mammograms every 12 months for eligible beneficiaries age 40 and older; 
• Colorectal cancer screening, including flexible sigmoidoscopy or colonoscopy (see 

below); 
• Cervical cancer screening, including a Pap smear test and pelvic exam; 
• Cholesterol and other cardiovascular screenings; 
• Diabetes screening; 
• Medical nutrition therapy to help people manage diabetes or kidney disease; 
• Prostate cancer screening (for most codes); 
• Annual flu shot, pneumonia vaccine, and the hepatitis B vaccine; 
• Bone mass measurement; 
• Abdominal aortic aneurysm screening to check for a bulging blood vessel; 
• HIV screening for people who are at increased risk or who ask for the test.[6] 

 
Cost-sharing is also eliminated for the wellness visit and personal prevention plan. 
  
CMS indicates that the following preventive services covered by Medicare are not recommended 
by USPSTF with a grade of A or B for any populations or indications, and will therefore 
continue to be subject to cost-sharing: 
 

• Digital rectal examination furnished as a prostate cancer screening service; 
• Glaucoma screening; 
• Diabetes self-management training services; 

http://www.medicareadvocacy.org/Print/2010/PartB_10_09.09.WellnessVisit.htm#_edn4
http://www.medicareadvocacy.org/Print/2010/PartB_10_09.09.WellnessVisit.htm#_edn5
http://www.medicareadvocacy.org/Print/2010/PartB_10_09.09.WellnessVisit.htm#_edn6


 17 

• Barium enema furnished as a colorectal cancer screening.[7] 
 
Note that, for all services, current coverage policies continue to apply.  For example, Medicare 
only covers bone mass measurements once every two years for qualified high-risk 
individuals.[8]  Testing within that time frame for people who meet the eligibility criteria will 
not be subject to a deductible or co-payment.  Bone mass measurement will not be covered for 
someone who is not a high risk individual, however, regardless of the change in cost-sharing 
requirements. 
  
Clarification Concerning Smoking Cessation Counseling 
  
Coverage for smoking cessation counseling services became effective for services provided on or 
after August 25, 2010, the date of the recent CMS memorandum. Services may be provided on 
both an outpatient and an inpatient basis, but they are reimbursed under Medicare Part B. 
Smoking cessation counseling services provided before January 1, 2011, are subject to cost-
sharing.  Cost-sharing is eliminated for services provided after that date. 
   

 
[1] Patient Protection and Affordable Care Act of 2010 (PPACA), Pub. L. 111-148 (March 23, 2010) §§4103, 4104. 
[2] ACA § 4103 refers to practitioners described in 42 U.S.C. §1395u(b)(18)(C). 
[3] 75 Fed. Reg. 40040, 40126 -40129 (July 13, 2010). 
[4] 42 U.S.C. § 1395x(ww). 
[5] http://www.medicareadvocacy.org/InfoByTopic/PartB/10_09.02.SmokingCessation.htm#_ftn1 
[6] Fact Sheet:  Benefits for Seniors of New Affordable Care Act Rules on Expanding Prevention 
Coverage, http://www.healthcare.gov/news/factsheets/pdf/07-14-10_prevention_seniors_fact_sheet.pdf. 
[7] 75 Fed. Reg. 40040, 40129-40136 (July 13, 2010).  The Federal Register includes a chart of the complete list of 
codes for preventive services that indicates whether the services are subject to cost-sharing both currently and 
starting in 2011. 
[8] 42 U.S.C. 1395x 
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Health Reform: linking Medicare Payment to Quality Outcomes 
 

June 24, 2010 
 
This is the seventh in a series of Alerts by Center for Medicare Advocacy regarding the Patient 
Protection and Affordability Care Act of 2010 (PPACA) and the Health Care and Education 
Reconciliation Act of 2010(HCERA).  This Alert focuses on changes in PPACA that address 
measuring the quality of care that is received by Medicare beneficiaries, and linking payment to 
those measures. 
  
In reviewing these materials, it is important to keep in mind that Congress has placed emphasis 
on efforts to measure quality and to provide payment for only those services and procedures that 
meet certain quality of care standards.[1]  As the provisions indicate, measuring quality and 
obtaining agreement on standards and norms of treatment for quality measurement is a complex 
and emerging activity.  
  
As a further introduction to the language and terminology of quality, quality measurement and 
systems delivery, you may want to read our recent article on delivery systems 
at:http://medicareadvocacy.org/Print/2010/Reform_10_02.11.DeliverySystems.htm. 
  
PPACA § 3001.  Hospital Value-Based Purchasing Program.  Pursuant to this section of the 
law, the Secretary of Health and Human Services (HHS) is to establish a value-based purchasing 
program, under which incentive payments are to be made to hospitals.  The incentive is to be in 
the form of a percentage add-on to the base operating Diagnostic Related Group (DRG) payment 
per discharge in each fiscal year.  The program begins in fiscal year 2013 and applies to 
payments for hospital discharges occurring on or after October 1, 2012. 
  
Measures selected to qualify for incentive payments for fiscal year 2013 will cover the following 
five specific conditions: 
 

• Acute myocardial infarction; 
• Heart failure; 
• Pneumonia; 
• Surgeries (as measured by the Surgical Care Improvement Project); and 
• Healthcare-associated infections. 
 

The program excludes any hospital: 
 

• Which has not submitted the required data to HHS; 

http://www.medicareadvocacy.org/Print/2010/QualOfCare_10_06.24.ReformAndQuality.htm#_ftn1
http://medicareadvocacy.org/Print/2010/Reform_10_02.11.DeliverySystems.htm


 19 

• Which has been cited by HHS for deficiencies that pose immediate jeopardy to the health 
or safety of patients; 

• For which there are no minimum number of measures that apply for the performance 
period; or 

• For which there are not a minimum number of cases for the measures that apply for the 
performance period under review. 

 
HHS is to conduct a study on the performance of the hospital value-based purchasing program 
and is to include: 
 

• Ways to improve the program; 
• Ways to address any unintended consequences; 
• The appropriateness of the Medicare program's sharing in any savings generated through 

the hospital value-based purchasing program; and 
• Any other area determined appropriate by HHS. 

 
The report to Congress of the study's findings is due no later January 1, 2016.  
  
PPACA § 3002.  Improvements to the Physician Quality Reporting System.  Pursuant to this 
section of the law, professionals able to receive Medicare payment, including allied healthcare 
providers, who do not comply with reporting requirements, will have their payments 
reduced. For 2015, the penalty for failure to submit data is a reduction in payment to 98.5% of 
the fee scheduled amount, and for 2016 and subsequent years, the penalty is a reduction to 88% 
of the fee-scheduled amount.   
  
No later than January 1, 2011, HHS is to establish an appeals process for eligible professionals to 
seek review of a determination that the professional did not satisfactorily submit data on quality 
measures as required.  
  
Reporting can also be accomplished through a Maintenance of Certification program operated by 
a specialty body of the American Board of Medical Specialties that meets certain criteria.   The 
maintenance of certification provisions apply for years after 2010. Not later than January 1, 
2012, HHS must develop a plan to integrate reporting on quality measures and Electronic Health 
Record (EHR) reporting related to the meaningful use of electronic health records. 
  
PPACA § 3003.  Improvements to the Physician Feedback Program.  Under this 
provision HHS must use claims data (and other data) to provide confidential reports to 
physicians (and, as determined appropriate by HHS, to groups of physicians) that measure the 
resources involved in furnishing care to individuals under the Medicare program.  Beginning in 
2012, HHS must provide reports to physicians that compare, as determined appropriate by HHS, 
patterns of resource use by an individual physician to patterns of use by other physicians. 
  
PPACA § 3004.  Quality Reporting for Long-Term Care Hospitals, Inpatient 
Rehabilitation Hospitals, and Hospice Programs.  Starting in 2014, this section of the law 
requires that the annual update to the standard federal rate for discharges during the rate year will 
be reduced by 2 percentage points for each facility that does not report quality data.  Not later 
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than October 1, 2012, HHS must publish the measures selected that will be applicable to rate 
year 2014.  HHS must establish procedures for making available to the public data submitted 
under this provision. 
  
PPACA § 3005.  Quality for PPS-Exempt Cancer Hospitals.  For fiscal year 2014 and each 
subsequent year, a PPS-Exempt Cancer hospital must submit quality data in accordance with the 
requirements of HHS.  Not later than January 1, 2012, HHS must publish the measures of quality 
of care, costs to be reported and the dates of implementation of the reduction in payment due to 
failure to report required data ("payment modifier").  HHS must begin initial implementation of 
the payment modifier through the rule-making process during 2013.  No later than October 1, 
2011, HHS must submit to Congress its plan for developing its value-based purchasing program 
for PPS-Exempt Cancer Hospitals . 
  
PPACA § 3006.  Plans for a Value-Based Purchasing Program for Skilled Nursing 
Facilities and Home Health Agencies.  The law requires HHS to develop a plan to implement a 
value-based purchasing program for payments under Medicare's skilled nursing facility and 
hospice programs.  Not later than October 1, 2012, HHS must publish the measures selected with 
respect to fiscal year 2014, including procedures for the public to review such data.  The 
measures, to the extent feasible and practicable, must extend to all dimensions of quality and 
efficiency in skilled nursing facilities and hospices. 
  
PPACA § 3007. Value-based Payment Modifier Under the physician Fee Schedule.  This 
provision establishes a value-based payment modifier to provide for differential payment to a 
physician or a group of physicians under the fee schedule based upon the quality of care 
furnished compared to cost during a performance period.  The payment modifier is to be 
implemented in a budget-neutral manner. HHS is to coordinate the value-based payment 
modifier with the Physician Feedback Program. 
  
Not later than January 1, 2012, HHS must publish the measures of quality of care, the costs and 
the dates for implementation of the payment modifier and initial performance period.  HHS must 
begin implementing the payment modifier through the rulemaking process during 2013. In 
addition, HHS must specify an initial performance period for application of the payment 
modifier for 2015.  Beginning January 1, 2015, HHS must apply the payment modifier to 
specific physicians and groups of physicians as determined by HHS.  Beginning not later than 
January 1, 2017, HHS must apply the modifier to all physicians and groups of physicians.  
  
PPACA § 3008. Payment Adjustment for Conditions Acquired in Hospitals.  The law 
requires HHS to create incentives for applicable hospitals that receive inpatient hospital service 
payments on the basis of prospective rates as set by the Medicare Geographical Classification 
Review Board.  The incentives are meant to reduce hospital acquired conditions with respect to 
discharges occurring during fiscal year 2015 and subsequent fiscal years.  The amount of 
payment for such discharges during the fiscal year must be equal to 99 percent of the amount of 
payment that would otherwise apply.  An applicable hospital is one that is in the top quartile of 
hospitals relative to the national average of hospital acquired conditions during the applicable 
period, as determined by HHS. The term 'hospital acquired condition' means a condition 
identified or determined by HHS that an individual acquires during a stay in an applicable 
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hospital.  The term 'applicable period' means, with respect to a fiscal year, a period specified by 
HHS. 
  
Prior to fiscal year 2015 and in each subsequent fiscal year, HHS must provide confidential 
reports to applicable hospitals with respect to their hospital acquired conditions and make 
information available to the public regarding hospital acquired conditions of each applicable 
hospital.  Information for the public shall also be posted on the Hospital Compare Internet 
website. 
  
HHS must conduct a study on expanding the healthcare acquired conditions policy to payments 
made to other facilities under the Medicare program.  The report, together with 
recommendations, is to be submitted to Congress not later than January 1, 2012. 
  
NATIONAL STRATEGY TO IMPROVE HEALTH CARE QUALITY 
  
PPACA § 3011.  National Strategy.  This provision requires HHS, through a transparent 
collaborative process, to establish a national strategy to improve the delivery of health care 
services, patient health outcomes, and population health. The strategy is to be updated not less 
than annually. Any such update must include a review of short- and long-term goals.  HHS must 
submit the strategy to relevant congressional committees by not later than January 1, 2011.  Also 
not later than January 1, 2011, HHS must create a website to make public information regarding 
the national priorities for health care quality improvement; the agency-specific strategic plans for 
health care quality; and other information, as HHS determines appropriate. The national strategy 
must include a comprehensive strategic plan to achieve the priorities described above.   
  
PPACA § 3012.  Interagency Working Group on Health Care Quality.  The President must 
convene a working group to be known as the Interagency Working Group on Health Care 
Quality (referred to in this section as the ''Working Group'').  The goals of the Working Group 
are to achieve collaboration, cooperation, and consultation between Federal departments and 
agencies with respect to developing and disseminating strategies, goals, models, and timetables 
that are consistent with the national priorities identified above.  Not later than December 31, 
2010, and annually thereafter, the Working Group must submit to the relevant Committees of 
Congress, and make public on a website, a report describing the progress and recommendations 
of the Working Group.  
  
PPACA § 3013. Quality Measure Development.  At least every three years, HHS, the Director 
of the Agency for Healthcare Research and Quality (AHRQ) and the Administrator of the 
Centers for Medicare & Medicaid Services (CMS) must identify gaps where no quality measures 
exist as well as existing quality measures that need improvement, updating, or expansion 
(consistent with the national strategy for health care quality, to the extent available) for use in 
Federal health programs.  HHS must make available to the public on an Internet website a report 
on any gaps identified and the process used to make such identification. 
  
PPACA  § 3014.  Quality Measurement.  This provision establishes the new duties of the 
consensus-based entity for quality measurement, including obtaining multi-stakeholder group 
input through the convening of multi-stakeholder groups. The process must be open and 
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transparent. Not later than February 1 of each year (beginning in 2012), the entity must transmit 
to HHS the input of multi-stakeholder groups.  
  
Not later than December 1 of each year (beginning in 2011), HHS must make available to the 
public a list of quality measures under consideration. Not later than February 1 of each year 
(beginning in 2012), the consensus-based entity must transmit to HHS the input of multi-
stakeholder groups.  Not later than March 1, 2012, and at least once every three years thereafter, 
HHS must conduct an assessment of the quality impact of the use of endorsed measures and 
make such assessment available to the public. 
  
PPACA § 3015.  Data Collection, Public Reporting. The law requires HHS to collect and 
aggregate consistent data on quality and resource use measures used to support health care 
delivery.  These data are to be used to implement the public reporting of performance 
information.  HHS may award grants or contracts for this purpose. 
  
HHS must ensure that collection, aggregation, and analysis systems span an increasingly broad 
range of patient populations, providers, and geographic areas over time.  To carry out this work, 
such sums as may be necessary for fiscal years 2010 through 2014 are authorized to be 
appropriated.  HHS must make available to the public, through standardized Internet websites, 
performance information summarizing data on quality measures. 
  
Conclusion 
  
It is important that advocates learn these new quality requirements and use them to advocate for 
quality health care for their clients.  As the material from PPACA summarized above indicates, 
quality care and measurement will increasingly define healthcare payments and delivery in the 
years ahead. 
  
For further information, contact attorney Alfred Chiplin (achiplin @ medicareadvocacy.org) in 

the Center for Medicare Advocacy's Washington, DC office at (202) 293-5760. 
  

 
[1] See, Changes To Medicare Advantage Plans And Prescription Drug Plans Under Health Care Reform, April 8, 
2010, for a discussion of quality bonus payments for Medicare Advantage 
plans.http://www.medicareadvocacy.org/InfoByTopic/Reform/10_04.08.MAandPDChanges.htm   
 

http://www.medicareadvocacy.org/Print/2010/QualOfCare_10_06.24.ReformAndQuality.htm#_ftnref1
http://www.medicareadvocacy.org/InfoByTopic/Reform/10_04.08.MAandPDChanges.htm
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Health Reform: The Nursing Home Provisions 

June 17, 2010 

This is the sixth in a series of Alerts by Center for Medicare Advocacy regarding Patient 
Protection and Affordability Care Act of 2010 (PPACA) and the Health Care and Education 
Reconciliation Act of 2010 (HCERA).  This Alert focuses on provisions affecting nursing homes. 
  
The two new laws are collectively referred to as the Affordable Care Act.  Because we are 
describing specific provisions of the laws, we retain the distinction between the two and use the 
initials of each separate act. 
  
NURSING HOME TRANSPARENCY, ENFORCEMENT, AND STAFF TRAINING 
  
Title IV, Subtitle B, of PPACA – Nursing Home Transparency and Improvement – addresses a 
variety of nursing home issues. 
  
Part 1: Improving Transparency of Information 
  
PPACA § 6101. Disclosure of Ownership and Additional Disclosable Parties.  Effective 
immediately and upon request, skilled nursing facilities (SNFs) and nursing facilities (NFs) must 
make available to the Secretary of Health and Human Services (HHS), HHS Inspector General, 
the state, and the state long-term care ombudsman information about nursing home ownership 
(specifically, each member of the governing board, additional disclosable entities [which are 
defined as persons or entities that (1) exercise operational, financial, or managerial control over 
the facility or part of the facility or that provide policies and procedures or financial or cash 
management services; (2) lease or sublease real property to the facility; or (3) provide 
management or administrative services, management or clinical consulting services, or 
accounting of financial services to the facility]).  Two years after enactment of the law (March 
2012), the Secretary of HHS must publish final regulations.  Ninety days after final regulations 
are published (June 2012), SNFs and NFs must report the information to the Secretary in a 
standardized format.  One year after final regulations are published (March 2013), the Secretary 
must make the information available to the public. 
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PPACA § 6102. Accountability Requirements for Skilled Nursing Facilities and Nursing 
Facilities.  Two years after enactment of the law (March 2012), HHS must publish final 
regulations for an effective compliance and ethics program, which may include a model 
compliance program.  Three years after enactment of the law (March 2013), SNFs and NFs must 
have compliance and ethics programs in operation to prevent and detect criminal, civil, and 
administrative violations of the Act and to promote quality of care.  Three years after final 
regulations are promulgated (March 2015), HHS must evaluate whether the compliance and 
ethics programs changed deficiency citations or made other changes to measures of quality, and 
must submit a report to Congress.  HHS must also implement, by regulations, a Quality 
Assurance and Performance Improvement Program (QAPI) by December 31, 2011, which 
facilities must implement one year later. 
  
PPACA § 6103. Nursing Home Compare Medicare Website.  HHS must add to the official 
nursing home website, Nursing Home Compare, information about: 
 

(1)   Staffing data, including staffing turnover and tenure; 
(2)   Links to state internet sites, including links to the statements of deficiencies (reported on 

form #2567 and referred to as "2567s") and facility plans of correction; 
(3)   Standardized complaint form; 
(4)   Summary information on the number, type, severity, and outcome of substantiated 

complaints; 
(5)   Number of adjudicated instances of criminal violations by a facility or its employees that 

were committed in the facility, including those that involve abuse, neglect, exploitation, 
"or other violations or crimes that resulted in serious bodily injury." 

 
The information must be presented "in a manner that is prominent, updated on a timely basis, 
easily accessible, readily understandable to consumers of long-term care services, and 
searchable."  
  
HHS must establish a process to review the "accuracy, clarity of presentation, timeliness, and 
comprehensiveness" of information on Nursing Home Compare and make appropriate changes a 
year after enactment (March 2011).  
  
To improve the timeliness of information on Nursing Home Compare, states must submit survey 
information to HHS no later than the date they send such information to facilities, and HHS must 
use the information to update the website "as expeditiously as practicable but not less frequently 
than quarterly."  
  
The Special Focus Facility (SFF) program is mandated by statute.  SFFs, defined as facilities that 
have "substantially failed to meet applicable requirements," must be surveyed at least every six 
months.  
  
SNFs and NFs must have, and make available to anyone on request, reports about surveys and 
complaint investigations conducted within the prior three years.  SNFs and NFs must post notice 
in a prominent and publicly accessible place that these reports are available.  
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HHS must provide guidance to states on establishing links to survey reports (2567s).  States must 
maintain "a consumer-oriented website providing useful information to consumers," including 
2567s, complaint investigation reports, and facility plans of correction.  
  
HHS must develop a Consumer Rights Information Page on Nursing Home Compare that 
includes information and links on consumer rights and the survey process and state-specific 
information about services available through the state long-term care ombudsman. 
  
PPACA § 6104. Reporting of Expenditures. Within one year after enactment (March 2011), 
HHS must redesign Medicare cost reports to require separate reporting of SNF expenditures for 
wages and benefits for direct care staff, including nurses and other medical and therapy staff.  
SNFs must begin using the new cost reports within two years of enactment (March 2012).  
Within 30 months of enactment (September 2013), HHS must categorize annual expenditures 
into four functional categories: 
 

(1)   Direct care staff; 
(2)   Indirect care (including housekeeping and dietary services); 
(3)   Capital assets; and 
(4)   Administrative services costs. 

HHS must make the information available to interested parties on request. 
  
PPACA § 6105. Standardized Complaint Form.  Within one year after enactment (March 
2011), HHS must develop a standardized complaint form that residents or persons acting on their 
behalf may use to file a complaint with a state survey agency or long-term care ombudsman 
program.  States must establish a complaint resolution process that includes 
 

(1)   Procedures to assure accurate tracking of complaints, 
(2)   Procedures to determine the severity of complaints 
(3)   Procedures for complaint investigations, and 
(4)   Deadlines for responding to complaints. 
 

In addition to the standardized form, complaints may still be submitted in other ways and 
formats, including orally. 
  
PPACA § 6106. Ensuring Staffing Accountability.  Within two years after enactment (March 
2012), SNFs and NFs must submit, electronically to HHS, direct care staffing information 
(including agency and contract staff), "based on payroll and other verifiable and auditable data in 
a uniform format."  Staffing information must: 
 

(1)   Specify the category of worker; 
(2)   Include information on resident census and case mix; 
(3)   Include a regular reporting schedule; 
(4)   Include information on employee turnover and tenure and hours of care per resident per 

day for each category of worker. 
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PPACA § 6107. GAO Study and Report on Five-Star Quality Rating System. Within two 
years of enactment (March 2012), the Government Accountability Office must submit a report to 
Congress on the Centers for Medicare & Medicaid Services's (CMS) Five-Star Quality Rating 
System, addressing how the system is being implemented, problems, and suggested 
improvements. 
  
Part 2: Targeting Enforcement 
  
PPACA § 6111. Civil money penalties. HHS may reduce a civil money penalty (CMP) by not 
more than 50% if a SNF or NF "self-reports and promptly corrects a deficiency for which a 
penalty was imposed."  A reduction is not available for (1) a deficiency if HHS had reduced a 
CMP in the previous year with respect to a repeat deficiency and (2) a deficiency reflecting a 
pattern of harm or widespread harm, immediate jeopardy, or a resident's death.  HHS must 
publish regulations providing for independent informal dispute resolution (IIDR).  HHS may 
require placement of CMPs in an escrow account.  SNFs or NFs that succeed on their appeals 
may receive the amounts collected plus interest. 
  
CMP funds may be used for (1) activities "that benefit residents," including protecting residents 
whose facility closes or is decertified; (2) projects supporting resident and family councils and 
other consumer involvement in assuring quality care in facilities; and (3) facility improvement 
initiatives approved by HHS, including joint training of facility staff and surveyors, technical 
assistance, and appointment of temporary management firms. 
  
Note: In an apparent drafting error, the law provides that per-day CMPs "may not be 
imposed" for any day during the period beginning on the initial day of the imposition of the 
penalty and ending on the day on which the [independent] informal dispute resolution process is 
completed.  It is presumed that Congress meant that penalties would not be required to be placed 
in escrow accounts until completion of the IIDR process.     
  
PPACA § 6112. National Independent Monitor Demonstration Project.  Within one year of 
enactment (March 2011), HHS must begin a two-year demonstration project "to develop, test, 
and implement an independent monitor program to oversee interstate and large intrastate chains" 
of SNFs and NFs.  HHS will choose chains from among those that apply for the project, focusing 
on chains with "serious safety and quality of care problems."  The independent monitor analyzes 
the chain's compliance; conducts sustained oversight; analyzes management; reports his/her 
findings to the chain, HHS, and relevant states; and publishes the results.  A chain must respond 
to the monitor's findings by submitting a report within 10 days, indicating corrective actions it 
will take or the reasons it will not implement the recommendations.  A chain is responsible for "a 
portion of the costs associated" with the monitor.  HHS must evaluate the demonstration in a 
report to Congress. 
  
PPACA § 6113. Notification of Facility Closure. A SNF or NF administrator must provide 
written notice of a voluntary closure to HHS, state long-term care ombudsman, residents, and 
legal representatives 60 days in advance of the closure.  Advance notice of a termination will be 
at the discretion of HHS.  The administrator must ensure that no new residents are admitted after 
the date that written notice of closure is provided.  The notice of closure must include (1) a plan 
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(approved by the state) for the transfer and adequate relocation of all residents and (2) assurances 
that the residents will be transferred to the most appropriate facility or other setting in terms of 
quality, services, and location, taking into consideration the needs, choice, and best interests of 
each resident.  HHS may continue payments until all residents are successfully relocated.  An 
administrator who fails to comply with these requirements may be subject to a CMP of up to 
$100,000 and may be excluded from federal payment programs. 
  
PPACA § 6114. National Demonstration Projects on Culture Change and Use of 
Information Technology in Nursing Homes. Within one year of enactment (March 2011), 
HHS will implement two three-year demonstration projects, one on "culture change" and the 
other on the use of information technology in nursing homes. 
  
Part 3: Improving Staff Training 
  
PPACA § 6121. Dementia and Abuse Training.  Initial training for nurse aides must include 
"dementia management training and patient abuse prevention training."  HHS may also require 
such training in aides' ongoing training. 
  
ADDITIONAL PROVISIONS ADDRESSING NURSING HOME ISSUES 
  
PPACA § 6201. Nationwide Program for National and State Background Checks on Direct 
Patient Access Employees of Long-Term Care Facilities and Providers.  HHS must establish 
a nationwide program "to identify efficient, effective, and economical procedures" for 
background checks of workers with direct patient access, modeled on the pilot program 
conducted under the Medicare Prescription Drug, Improvement, and Modernization Act of 
2003.  The procedures must include search of state-based abuse and neglect registries, state and 
Federal criminal history records, and a fingerprint check.  States must: 
 

(1)   Conduct the screening and criminal history background checks; 
(2)   Monitor compliance by long-term care facilities and providers; 
(3)   Provide for provisional employment, up to 60 days, for employees and for direct on-site 

supervision for employees pending completion of an appeal process; 
(4)   Provide for an independent appeal process for a provisional employee or employee to 

dispute the accuracy of information; 
(5)   Provide for a single state agency to be responsible for overseeing the process (including 

specifying the disqualifying offenses). 
 

The federal match for a state program must be three times the state amount, not exceeding $3 
million.  The nationwide program applies to SNFs, NFs, home health agencies, hospice 
providers, adult day care providers, and residential care providers that arrange for or directly 
provide long-term care services, "including an assisted living facility that provides a level of care 
established by the Secretary."  The Office of Inspector General must evaluate the nationwide 
program and submit a report to Congress. 
  
PPACA § 6703.  Grants and Training to the Ombudsman Program on Abuse and 
Neglect. This provision, part of the Elder Justice Act, provides grants and training to the 
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ombudsman program on abuse and neglect.  It also establishes a National Training Institute for 
Federal and State Surveyors to improve surveyor training in abuse and neglect, provides for 
grants to improve state survey agencies' complaint investigation systems, and requires a study on 
establishing a national nurse aide registry. 
  
PPACA § 10325. Revision to Skilled Nursing Facility Prospective Payment 
System. Revisions to the Medicare prospective payment system (PPS) for SNFs are delayed 
from October 1, 2010 to October 1, 2011, except for changes to concurrent therapy and the look-
back period, which were published in the final PPS regulations on August 11, 2009 (74 Fed. Reg. 
40288).  The Minimum Data Set 3.0 will become effective October 1, 2010. 
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Health Care Reform and Low-Income Beneficiaries 
 

April 22, 2010 
 

As we have reported previously, President Obama signed into law Pub.L.111-148, the Patient 
Protection and Affordability Care Act of 2010 (PPACA), on March 23, 2010, and Pub. L. 111-
152, the Health Care and Education Reconciliation Act of 2010 (HCERA), on March 30, 2010.  
These two laws will change both the availability of health insurance and how health care is 
delivered in America.  The laws also include substantial changes for Medicare and Medicaid. 
  
This is the second in a series of Alerts the Center will prepare on provisions of the two new 
laws.  This Alert focuses on provisions affecting low-income Medicare beneficiaries, including 
several provisions in the Medicaid portions of the law.  It does not address many new long-term 
care options available to State Medicaid programs, nor does it address the new federal benefit to 
pay for long-term care, the Community Living Assistance Services and Support (CLASS) 
provisions.  These provisions will be addressed in a future Alert. 
  
PROVISIONS RELATING TO PART D FOR LOW-INCOME INDIVIDUALS 
  
PPACA § 3302.  Improvement in Determination of Medicare Part D Low-Income 
Benchmark Premium.  This provision requires that the benchmark Part D premium - the 
amount paid by Medicare on behalf of individuals receiving the low-income subsidy -  be 
calculated without regard to reductions for rebates or bonus payments received by Medicare 
Advantage-Prescription Drug plans (MA-PDs) .  The provision addresses the circumstance 
where MA plans use their extra Medicare payments to reduce their Part D premium for enrollees, 
which then artificially lowers the overall average (benchmark) amount of all Part D plans.  This 
in turn results in fewer benchmark plans among free-standing Part D plans and more low-income 
beneficiaries having to be reassigned each year.  The new process for determining the benchmark 
should reduce the number of reassignments.  The provision will be effective beginning in plan 
year 2011. 
  
PPACA § 3303.  Voluntary De Minimis Policy for Subsidy Eligible Individuals under 
Prescription Drug Plans and MA-PDs.  This provision allows the Secretary of Health and 
Human Services (the Secretary), under procedures she establishes, to permit plans whose 
premium exceeds the benchmark amount by a de mimimis amount to waive payment of that 
portion of the Part D premium that is above the benchmark for low-income subsidy eligible 
individuals.  To the extent that plans choose to waive such increases, the individuals affected 
would not need to be reassigned to benchmark plans.  The provision also permits the Secretary to 
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auto-enroll low-income individuals into such plans, to the extent that they waive the de minimis 
premium amount for the individual enrollee.  The provision will be effective beginning in plan 
year 2011. 
  
PPACA § 3304.  Special Rule for Widows and Widowers Regarding Eligibility for Low-
Income Assistance.  Effective January 1, 2011, an individual whose spouse dies in the middle of 
a low-income subsidy eligibility period is granted continued eligibility for a full year beyond the 
date when his/her eligibility would normally cease to be effective. 
  
PPACA § 3305.  Improved Information for Subsidy Eligible Individuals Reassigned to 
Prescription Drug Plans and MA-PD Plans.  Beginning not later than January 1, 2011, the 
Secretary is directed to provide certain information to individuals who are reassigned to a new 
drug plan.  The required information concerns formulary differences between the two plans with 
respect to the individual's drug regimen and a description of the individual's appeal and 
grievance rights under the law. Advocates believe that the effective date of January 1, 2011 
means the provision will apply to the 2011 plan year. 
  
PPACA § 3309.  Elimination of Cost-sharing for Certain Dual Eligible Individuals.  This 
provision, effective no earlier than January 1, 2012, eliminates cost-sharing for Part D drugs for 
all full benefit dual eligibles – those who receive full Medicaid services and Medicare Part A or 
B or both – who are receiving home and community based services under several sections of the 
Medicaid Act.  The provision creates equity in Part D cost-sharing between those in institutions 
and those getting substantially the same services in the community. 
  
PPACA § 3314.  Including Costs Incurred by AIDS Drug Assistance Programs and Indian 
Health Service in Providing Prescription Drugs toward the Annual Out-of-Pocket 
Threshold under Part D.   Starting in 2011, prescription drug costs reimbursed by AIDS Drug 
Assistance Programs (ADAPs) and the Indian Health Service (IHS) will count toward true-out-
of-pocket costs when calculating eligibility for catastrophic drug coverage under Part D.  While 
this provision affects a larger pool of Part D enrollees than those who receive the low-income 
subsidy, many of the recipients of ADAP and IHS services are individuals with the subsidy; at 
the point of catastrophic coverage, those receiving the full subsidy no longer have any co-
payment. 
  
PPACA § 3306.  Funding Outreach and Assistance for Low-Income Programs.  This 
provision  extends and increases the amounts of additional funding for State Heath Insurance 
Counseling Programs (SHIPs), Area Agencies on Aging (AAAs) and Aging and Disability 
Resource Centers (ADRCs) that were included in the Medicare Improvements for Patients and 
Providers Act of 2008 (MIPPA).  The amounts were $7.5 million each for SHIPs and AAAs and 
$5 million for ADRCs for fiscal year 2009.  They are increased to $15 million each for SHIPs 
and AAAs and $10 million for ADRCs for fiscal years 2010 through 2012.  Two-thirds of the 
money is allocated among the states according to each state's proportion of low-income 
beneficiaries eligible for but not enrolled in the Medicare Part D low-income subsidy program; 
the other one-third is allocated based on proportions of Part D-eligible Medicare beneficiaries 
residing in rural areas.  The amount allocated based on low-income population must be spent to 
improve enrollment in the Part D low-income subsidy and the Medicare Savings Programs.  In 
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addition to these monies, the provision extends funding for the National Center for Benefits and 
Outreach Enrollment at the rate of $5 million for fiscal years 2010 and 2012.  The Secretary is 
given authority to ask grantees to conduct outreach aimed at preventing disease and promoting 
wellness. 
  
NON-PART D PROVISIONS RELATING TO DUAL ELIGIBLES 
  
PPACA § 2601.  5 Year Period for Demonstrations.  This provision authorizes approval for 
five years of demonstration programs for individuals dually eligible for Medicare and Medicaid  
(including programs that also serve non-dual eligibles) under which certain requirements of 
Medicaid are waived.  The Secretary can extend the demonstration for an additional five years 
unless she determines that provisions of the waiver have not been met or that the program is not 
cost-effective. The provision lengthens the three year approval period common to most 
demonstrations and waivers under current law.  The provision appears to apply both to 
demonstrations that provide Medicare and Medicaid services under a single unified system, such 
as occurs in Minnesota and Massachusetts, and to Medicaid-only waivers to provide home and 
community based services, such as occur in most if not all states. 
  
PPACA § 2602.  Providing Federal Coverage and Payment Coordination for Dual Eligible 
Beneficiaries.  The Secretary establishes a Federal Coordinated Health Care Office, the director 
of which reports to the Administrator of CMS.  The purposes are to integrate benefits under 
Medicare and Medicaid and to improve coordination between the Federal Government and the 
States on behalf of individuals dually eligible for Medicare and Medicaid.  The Office has eight 
statutory goals:  providing dual eligibles full access to all benefits of both programs; simplifying 
access  to services; improving quality; eliminating regulatory conflicts; improving continuity of 
care and safe transitions;  increasing duals' understanding of the programs; eliminating cost-
shifting between the  two programs and among providers; and improving performance of 
providers.  Specific responsibilities are: providing States, Medicare Advantage Plans for Special 
Needs Individuals, and others with the tools to develop programs that align Medicare and 
Medicaid benefits; supporting State efforts to align acute and long-term care services for duals 
with Medicare service; supporting coordination of contracting and oversight with respect to 
Medicare and Medicaid to promote the statutory goals; consulting  and coordinating with the 
Medicare Payment Advisory Commission (MedPac); and  studying drug coverage for new full 
benefit dual eligibles.  The Secretary is directed to report annually to Congress on 
recommendations for legislation to improve care for dual eligibles. 
  
PPACA § 3205  Extension of Authority for Specialized MA Plans for Special Needs 
Individuals (SNPs).   While this provision does not apply exclusively to those dually eligible for 
Medicare and Medicaid, about 75% of all SNP enrollees are in SNPs for dual eligibles and it is 
believed that SNPs for people in institutions and SNPs for people with chronic diseases also 
enroll dual eligibles. This provision extends the authority of SNPs to restrict their enrollment to 
special needs individuals through December 31, 2013.  Beginning with plan year 2011, the 
Secretary has authority to pay frailty adjusters (increased payments based on health status) to 
SNPs for those dually eligible for Medicare and Medicaid (D-SNPs), if the plan has a fully 
capitated contract with a State Medicaid agency to provide all Medicaid services,  including  
long-term care services, and if the plan has similar average levels of frailty as in the Program of 
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All Inclusive Care for the Elderly (PACE) but only to the extent necessary to reflect the cost of 
treating high concentrations of frail individuals.  D-SNPs that do not have a contract with a State 
Medicaid agency are permitted to continue to operate through December 31, 2012, but cannot 
expand their service area.  By January 1, 2013, the Secretary must establish procedures for the 
transition of individuals who do not meet the definition of a special  needs individual for which 
the plan was created out of the SNPs and into Original Medicare or another Medicare Advantage 
plan .  These procedures will not apply to individuals in a D-SNP when they lose their Medicaid 
eligibility.  For plan year 2012 and subsequent years, SNPs must be approved by the National 
Committee for Quality Assurance (NCQA).  Individuals enrolling in a SNP for people with 
chronic conditions (C-SNP) beginning in 2011 will be given a risk score that reflects the known 
risk  profile of similar individuals,  rather than the risk  score given to new  enrollees of other 
Medicare Advantage  plans. 
  
PPACA § 3313.  Office of the Inspector General Studies and Reports.  The Inspector General 
is directed to undertake two studies, one related to the availability through Part D plans of drugs 
commonly used by dual eligibles, and the other related to the comparative costs of drugs under 
Part D and under Medicaid.  The first study is to be conducted annually with a report to Congress 
no later than July 1 of each year starting with 2011.  The second report is due to Congress not 
later than October 1, 2011. 
  
MEDICAID PROVISIONS THAT WILL HAVE SOME IMPACT ON LOW-INCOME 
MEDICARE BENEFICIARIES 
  
PPACA § 2001.  Medicaid Coverage for the Lowest Income Populations.  Beginning April 1, 
2010, states have the option to expand coverage to childless adults, except for those with 
Medicare Part A and/or Part B, with incomes up to 133% of federal poverty limits.  Beginning 
January 1, 2014, States are required to cover such individuals by offering at least the minimum 
essential coverage required under the Medicaid Act.  While it is unfortunate that this provision 
does not apply to individuals with Medicare, it will, nonetheless, be very helpful to many people 
with disabilities who must still wait two years after their disability benefits begin before being 
entitled to Medicare coverage.  Federal funding for those newly eligible under this provision is 
100% for the first three years of the mandatory program.  There is no increased funding for states 
that voluntarily extend coverage before 2014. 
 
PPACA § 2002.  Income Eligibility Determined Using Modified Gross Income.  Starting in 
2014, states must make Medicaid income eligibility determinations using modified gross income 
without the disregards applied under current income determination methods.  Also beginning in 
2014, no asset test will be applied to most Medicaid applicants.  These two changes will make 
Medicaid procedures conform more closely to those that are to be used for subsidies in the new 
health insurance Exchange.  The use of modified gross income and the elimination of the asset 
test does not apply to most people who are 65 or older or disabled, including those receiving 
Medical Assistance to pay for Medicare cost-sharing through the Medicare Savings Programs 
and those who receive nursing facility services or services in the community available to those 
who qualify for nursing facility services. The discrepancy in methodologies to determine 
eligibility between the Exchange, most Medicaid recipients and older people or people with 
disabilities entitled to or enrolled in Medicare, will create complexities for dual eligibles at the 



 33 

point they become dually eligible.  Recognizing this, the Congress included a provision that 
allows the Secretary to waive the provisions of this section, otherwise unwaivable, "to the extent 
necessary to permit a State to coordinate eligibility requirements for dual eligible individuals. . . 
."  (§ 2002(a)). Regulations will be important in addressing these matters. 
  
PPACA § 2502.  Elimination of Exclusion of Coverage of Certain Drugs.  Starting in 2014, 
Medicaid programs will no longer be able to exclude smoking cessation agents, barbiturates, and 
benzodiazepines from coverage under Medicaid.  Because Part D covered drugs are defined 
generally as those drugs that are covered under Medicaid, this new provision will result in a 
small expansion of Part D coverage.  Note that Part D has covered smoking cessation drugs since 
its enactment.  Starting in 2013, Part D will cover benzodiazepines and will cover barbiturates 
used in the treatment of epilepsy, cancer, or chronic mental disorders. 
  
CONCLUSION 
  
The provisions affecting low-income beneficiaries for the most part strengthen protections for 
them and reflect efforts by low-income Medicare beneficiary advocates over the past several 
years.  Advocates should continue to be actively engaged regarding these issues as regulations 
and other forms of guidance are developed. 
  
For more information, contact attorney Patricia Nemore (pnemore @ medicare advocacy.org) in 

the Center for Medicare Advocacy's Washington, DC office at (202) 293-5760. 

 

 

 

 


