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INTRODUCTION
FREEDOMWORKS RESEARCH DEPARTMENT REPORT
BY: PATRICK HEDGER, POLICY ANALYST

It has been 3 years since the Patient Protection and Affordable
Care Act was pushed through Congress by Democrats and signed
into law by President Barack Obama. Yet despite the re-election
of President Obama and the law’s narrow survival in the Supreme
Court, the future of the still-controversial law is anything but certain.
While Republicans continue to be vehemently opposed to the law,
Democrats are increasingly voicing their concerns about the viability
of the Affordable Care Act (better known as Obamacare). This past
April, Senator Max Baucus (D-MT), one of the chief architects of the
legislation, went so far as to predict that implementation of the
2,000-plus page law would be a “train wreck”. Further calling the
feasibility of the healthcare overhaul into question is the highlypublicized decision by the White House to delay the EmployerMandate provision of the law in mid-2013.
Generally unreported, however, is the fact that this is just one
of myriad revisions to the law executed thus far. Congress, the
administration, and even the Supreme Court have made several
substantial changes that include more delays, rescissions of funding,
and even annulments of entire portions of the law. This lends clout
to the argument that the entire Affordable Care Act is unworkable
and should continue to be revised, delayed, or repealed entirely.
With so many changes that have been made prior to the law’s full
implementation, one cannot help but to speculate the extent of
ineffectual and/or adverse provisions that still exist.
This report documents and details the major changes to this law that
have occurred in its brief history. The purpose of this is to properly
frame and guide the ongoing debate over whether or not this law
should continue to be implemented and demonstrate what options
are available and what precedent exists for those who seek to
change or delay the Affordable Care Act further.
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1099 TAX REPORTING MANDATE
REPEALED ON APRIL 14, 2011

The initial PPACA legislation that Congress
passed and became law contained a
revision to Internal Revenue Service (IRS)
reporting requirements. The 1099 Tax
Mandate, named after the 1099 form that
would have been used to comply with the
rule, would have required all businesses to
catalog and report any and all transactions
with other businesses for goods and
services that totaled over $600 dollars.

Before the PPACA was implemented, the
law stated that businesses only needed to
report transactions with unincorporated
businesses for rendered services. This
provision of the bill was repealed
overwhelmingly in Congress and signed by
President Obama after major outcry from
the private sector regarding the burden
such a reporting requirement would create.1

COMMUNITY LIVING ASSISTANCE
SERVICE AND SUPPORTS
(CLASS ACT)
REPEALED IN OCTOBER 2011
The CLASS Act was established by the
PPACA as a voluntary insurance program.
It was designed to help healthy individuals
that eventually develop work-inhibiting
injuries with day-to-day non-medical costs.
The Obama administration indefinitely
delayed the program in October of 2011
after realizing that, for the program to
provide the benefits specified in the law,
4

the premiums would be so high that few
healthy people would actually enroll in the
pool.2 This CLASS Act was finally repealed
in its entirety by Congress in the fiscal
cliff deal that was ultimately struck early
January, 2013.3

CONSUMER OPERATED AND
ORIENTED PLANS

DEFUNDED ON APRIL 14, 2011 & JANUARY 1, 2013

When the political reality of a government
option waned during the formative
stages of the PPACA, the compromise
reached was government loans for nonprofit insurance start-ups under the
newly created Consumer Operated and
Oriented Plans (CO-OP) program. The
original legislation allotted $6 billion in
federal loan guarantees. The April 2011
continuing resolution that ended the
major fiscal standoff not only repealed the
Employee Free Choice Voucher program,

but also reduced funding for the CO-OP
program by $2.2 billion. Further legislation,
the Consolidated Appropriations Act of
2012, eliminated another $400 million in
spending.4 The deal to avoid the fiscal cliff
at the beginning of 2013 effectively ended
new-enrollments in the CO-OP program by
slashing $1.7 billion from its budget. At the
time the government had already made
$1.9 billion in guarantees, leaving $200
million to cover administrative costs for
existing plans. 5

EMPLOYEE FREE CHOICE
VOUCHER
REPEALED ON APRIL 14, 2011

During the April 2011 fiscal fight in
Congress, the ultimate agreement struck
between House Republicans and Senate
Democrats contained a repeal of the
Employee Free Choice Voucher program.
This portion of the PPACA would allow

workers, at no more than 400 percent above
the federal poverty line that faced premium
contribution equivalents between 8 and 9.8
percent of their total income, to use their
employer’s contribution on plans available
through the exchanges.6
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MEDICAID ELIGIBILITY/MAGI
REVISED ON NOVEMBER 21, 2011

The PPACA works to expand insurance
coverage by granting new premium
subsidies and expanding Medicaid
eligibility. The law also creates a new
formula to quantify income and determine
who qualifies. The formula, called the
Modified Adjusted Gross Income (MAGI),
allows for the consideration of foreign
income and tax-exempt interest when
determining subsidy or Medicaid eligibility.
The original law excluded certain pension

and Social Security benefits from MAGI
calculation.7 By excluding Social Security
and certain pension benefits, it was
determined that the initial MAGI formula
would have allowed middle-income
individuals and families to qualify for
Medicaid. The formula was rewritten to
include these benefits in the MAGI formula
in the 3 Percent Withholding Repeal and Job
Creation Act and signed into law.8

INDEPENDENT PAYMENT
ADVISORY BOARD FUNDING
DEFUNDED ON DECEMBER 23, 2011

The Independent Payment Advisory Board
(IPAB) was created by the PPACA with the
purpose of reducing the per-capita rate
of growth in Medicare expenses.9 The
IPAB has generated much controversy,
interpreted by both Democrats and
Republicans to be a form of healthcare
rationing. The Consolidated Appropriations
6

Act of 2012 slashed two-thirds of the IPAB’s
FY 2012 budget, from $15 million to $5
million. Funding remained at the lower $5
million level for FY 2013.10

PREVENTATIVE SERVICES
MANDATE
REVISED IN FEBRUARY 2012

In August of 2011, the Department of
Health and Human Services (HHS) issued
an interim rule regarding preventative
services mandated to be covered under the
PPACA by insurance plans. This rule granted
a temporary exemption for religious nonprofit employers to offer plans that do not
cover contraceptive care in conflict with
their religious beliefs. The exemption was
supposed to expire in August of 2012,
when nearly all insurance plans would
be required to cover these services. In
January of 2012, HHS revised this rule and
delayed the coverage requirement for
religious non-profit employers to comply
with the preventative services mandate
until August of 2013. Qualifying employers
that chose not to offer insurance that

covered preventative contraceptive care
would still be required to notify their
employees of other available providers
of those services.11 Three weeks later, the
White House released a statement that
said the Obama administration intended
to change the parameters of the law so
that the religious non-profit exemption
would become permanent. To accomplish
this while still guaranteeing preventative
services coverage for insured women, the
administration proposed a rules change
that would force insurance companies to
directly and independently cover the entire
cost of contraceptive services. The rules
change also repealed the requirement that
qualifying employers refer their employees
to available contraceptive services.12
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PREVENTION AND PUBLIC
HEALTH FUND
DEFUNDED ON FEBRUARY 22, 2012
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THE LOUISIANA PURCHASE
DEFUNDED ON JUNE 29, 2012

The PPACA contained a controversial
provision designed to increase the federal
share of Medicaid spending in states that
had recently suffered from a major disaster.
The section of the law, called the Special
Adjustment to FMAP Determination for
Certain States Recovering From a Major
Disaster, allowed for Louisiana, still
recovering from Hurricane Katrina, to
receive what was initially thought to be
an extra $200 million in Medicaid funds
over FY 2011 and 2012. This generated
much controversy and was seen as a way
of buying the vote of Louisiana Senator
Mary Landrieu (D), hence the Louisiana

Purchase nickname. However an error in
the language of the special section never
allowed the Medicaid increase for the state
to sunset. As a result, in FY2012, Louisiana
received an additional $700 million in
Medicaid funds with HHS projections
showing another $3.6 billion slated for
FY2013 through 2015. The Middle Class Tax
Relief and Job Creation Act restructured the
formula to recoup $2.5 billion of the overappropriated funds.14 On June 29, 2012,
Congress again restructured the formula to
stop an additional $670 million from going
to Louisiana’s Medicaid program.15

OUT OF POCKET CAP

DELAYED ON FEBRUARY 20, 2013

Largely unnoticed until mid-August, 2013,
the Obama administration suspended a
provision of the PPACA that caps out-ofpocket costs on expenses like deductibles
and co-payments for some group health

plans. The caps, originally set at $6,350
for individuals and $12,500 for families
annually, will be delayed for one year for
plans assembled from multiple insurers.16
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MEDICAID EXPANSION
REVISED ON JUNE 28, 2012

The original PPACA legislation contained
a major expansion of the Medicaid
program in an effort to technically increase
the number of Americans with health
coverage. The expansion of Medicaid was
made effectively mandatory under the
original law since it granted authority to
the Secretary of HHS to withhold funding
for existing Medicaid obligations if states
chose not to comply. In a 7-2 ruling, issued
separately during the same case that

ultimately held the rest of the PPACA as
constitutional, the Supreme Court found
that the federal government could not
coerce states into expanding Medicaid by
threatening to withhold the funding for
existing obligations. This has ultimately left
state legislatures and governors with the
choice of whether or not they will expand
the Medicaid program in their given state.17

THE BASIC HEALTH PLAN
DELAYED ON FEBRUARY 6, 2013

For those not qualifying for Medicaid
nor able to afford plans offered on the
healthcare exchanges created under the
PPACA, the Basic Health Plan was designed
to offer government insurance plans
through participating states. HHS intended
to have the plans operational by 2014, but
announced in early February, 2013, that it
10

would be delaying the implementation of
the Basic Health Plan program until 2015.
HHS essentially claimed it was unable to
produce the proper guideline for states
administering the program for it to come
online in 2014.18

EARLY RETIREE REINSURANCE
PROGRAM
REVISED IN SEPTEMBER 2012

The PPACA appropriated $5 billion to
help employers cover health insurance
benefits for early retirees, aged 55 and
older, that were not yet eligible for Medicare
through the Early Retiree Reinsurance
Program (ERRP). Despite the fact that the
original sunset date for the plan under
law is January 201419 , the program
ceased enrollment in May of 2011 and
reimbursements halted in September,
2012, when payments had reached the
$4.7 billion cap (less $300 million in
administrative costs from the $5 billion

in appropriations). Effectively, since the
PPACA’s passage in March of 2010, the
program had exhausted 4 years’ worth of
appropriations in barely half that time. The
halt in payments left 5,669 claims unpaid at
a total of $2.5 billion. ERRP administrators
have stated their intention to meet some
of these unpaid claims through funds
recovered by program audits and plan
rebates. As of January, 2013, only $54
million had been recovered with just $20.7
million of that being paid out.20
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PRE-EXISTING CONDITION
INSURANCE PLAN
REVISED IN FEBRUARY 2013

A major focal point of the Obama
administration’s healthcare overhaul is
expanding coverage to patients with
prior medical conditions. The law requires
that insurance companies may not
deny coverage based on pre-existing
conditions, as of 2010. However, with
the more extensive attempts at costsaving in the law not slated to come on
line until 2014, plans for these patients
remained expensive. In response, the
PPACA appropriated $5 billion to establish
the Pre-existing Condition Insurance Plan
(PCIP). The program, run by the federal

government except in states that have
chosen to create and administer their own,
created a high-risk pool offering insurance
to patients with pre-existing condition.
Because of rapid increases in enrollment
and rising costs of payments in benefits,
program administrators forecasted
exhausting funds before the end of 2013.
In response, the administration raised
required contributions from PCIP enrollees
from 20 to 30 percent in January 2013.
With cost increases still not sufficiently
arrested, the next month, the government
halted enrollment in the PCIP. 21

COMMUNITY-BASED CARE
TRANSITIONS PROGRAM
DEFUNDED ON MARCH 26, 2013
In an effort aimed at reducing hospital readmissions of “high-risk” Medicare patients,
the PPACA created a program through HHS
and its subsidiary agency, the Centers for
Medicare and Medicaid Services, to test
methods of transitioning patients from
12

hospitals to other care settings such as
nursing homes. The program was initially
allotted $500 million to run for 5 years.22
The Consolidated and Further Continuing
Appropriations Act of 2013 rescinded $200
million of the funding for this program.23

SMALL BUSINESS HEALTH
OPTIONS PROGRAM
DELAYED IN APRIL 2013

A provision of the PPACA known as the
Small Business Health Options Program
(SHOP), due to begin operation in full in
2014 was delayed until 2015 by HHS in April,
2013. The SHOP program was designed to
provide an insurance exchange exclusively
for small businesses to provide a choice of
multiple plans to their employees. Under
the program, small businesses purchasing
insurance in any one of the 33 states with
completely or partially federally managed

exchanges would be able to make lump
sum payments to the small business
exchange for employees to use amongst
competing plans. The delay of the plan, as
announced by the Obama administration,
indicates that small businesses participating
in the SHOP plan will only be able to select
one plan for their entire staff until at least
2015. The administration citied “operational
challenges” as the reason behind the delay.24

EMPLOYER MANDATE
DELAYED ON JULY 2, 2013

The crux of the PPACA, and much of its
opposition, is the insurance mandate. The
mandate is actually two separate provisions
of the law: the individual mandate and
the employer mandate. Officially titled the
Employer Shared Responsibility Payment,
the employer mandate requires businesses
with over 50 full-time employees to offer

health insurance that meets Minimum
Value qualifications25 set by the IRS or face
a $2,000 per-employee fine. The Obama
administration, citing the need to give
employers more time to comply with the
rule, delayed enforcing the rule and its fine
structure until 2015, a year beyond the 2014
deadline set out in the PPACA legislation.26
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COVERAGE REPORTING
REQUIREMENTS
DELAYED ON JULY 2, 2013

Section 6055 and 6056 of the PPACA
require that insurance providers, be they
insurance companies, self-insurers, or
businesses offering health care plans,
report to the IRS important details about
the individuals covered by the company or
sponsored by the business, and the plans
they are enrolled in.27 This information
was to be used by the IRS to determine
an individual’s eligibility for tax credits

and whether or not a person or business
was in compliance with the individual or
employer mandate. On the same day that
the Obama administration revealed that it
would not enforce the employer mandate;
the Treasury Department released a
statement announcing the postponement
of these reporting requirements for a year,
until 2015.28

INCOME VERIFICATION FOR
INDIVIDUALS APPLYING FOR
STATE-RUN EXCHANGES AND
SUBSIDIES
DELAYED ON JULY 5, 2013
Following the suspension of both the
employer mandate and key reporting
requirements under sections 6055 and
6056, the Obama administration announced
the delay of comprehensive formulabased checks on the income and coverage
claims of individuals applying for subsidies
14

through exchanges in the 17 independently
run exchanges. For the 16 state exchanges
and the District of Columbia’s exchange, the
government has stated it will be too difficult
to enforce anything more than random spot
checks on income and employer coverage
verification until 2015.29

TOBACCO PENALTIES
DELAYED ON JULY 9, 2013

Though the law prohibits insurance
companies from discriminating on the basis
of pre-existing conditions, companies may
impose a 50 percent fine on those who
use tobacco regularly seeking to purchase
insurance. However, another provision
of the PPACA states that in a given pool,
insurance companies may not charge more
than 3 times the premium for an older

applicant than that of a young one. Since
older smokers pose a greater health risk
than younger tobacco users, it became
likely that such scenarios would arise.
The administration is working to resolve
the issue; however in the interim it has
suggested that insurance companies use an
across-the-board 20 percent premium fine.30
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