SR SO A S

us  FROM ; 10 94567431 P.@2
4.2 ¥

o do o -

sy
/

M_,w~<}70: Ira Magaziner
FROM: Davia Nexon
DATE: 6/25/94
SUBJECT: lCmVrerage of ali chiildren by July 1, 1985

Attached is a draft of the proposal with suggestions as to how to
get it in place immediately. Obviously, we would want t0 work on this
further with Gary, Larry, and others, but we are convinced it can get
started on a: fast track. | understand that CBO has completed costing of
- the comparab!e Finance provision, although without the add:t;onal
layering-on of a percent of mcome cap.
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A “FAST START” ON HEALTH INSURANCE COVERAGE
FOR UNINSURED CHILDREN

Overview '

The Riegle amendment adopted by the Finance Committee by a bi-
partisan vote of 11-8 provides subsidies for private health insurance
coverage of uninsured children. A maintenance of effort provision was
also included for private employment-based coverage.

The amendment provides for full subsidies for children up to 185%

%%.=96,§lFRDM | . t;}.‘A ' e | D(ZA'FT.

1200 p~

’IIZS'

of poverty, phasing out at 240% of poverty. This proposal would add to the .

amendment capping the percent of income that any family would have to
pay for coverage of its children, e.g., at five percent. This limit would be
layered on top of the Rlegle subsidy schedule.

With this addition, enactment of the proposal would guarantee
affordable coverage for every child in America as of the effective date of
the provision. Currently, there are an estimated 5.9 million uninsured

children under 18 years of age below185 percent of poverty. There are 1.1

million between 185 percent and 245 percent of poverty, and there are an

“additional 1.3 million with incomes above 245 percent of poverty.

Steps né_edéd to start the program by July 1, 1995

The core administrative
structure for: estabhshmg eligibility for this population already exists in
state Medrcaud programs. All statées already have Medicaid extensions for
pregnant women and young children to 133% of poverty, and 34 states
already provide coverage to 185% of poverty. This system would be
transitional, pending a non-welfare-based income verification system for

- low-income people generally. New York- has the private insurance plans
- doing income verification under its program, although there has been some
concern that the ptans have not enforced mcome limits aggresswely

enough

' E_mmm_gmw ‘The basic benefits will likely be estabhshed
by the statute \mth fleshing out of beneﬂts by the National Board. it
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seems unlikely that the National Board could be appointed, confirmed, and
produce regulations that could be implemented by insurers by July 1, 1995
(although a possible fast-track procedure is described below). For child-
only coverage, the Secretary of HHS could issue rules, consistent with the
law, for interim community-rated coverage. Special rules would be
established, :as described below, for existing employment-based coverage.

[
" I3 1 » .
- .

Option i1: General insurance reforms in. place by July 1 (open
enroliment, community-rating, pre-existing limits, guaranteed offer by
businesses, etc.). Under this circumstance, the only additional
requirement would be that all insurers offer a separately pnced child-
only policy.  If Option 2 is used, many of the special provisions would

terminate at ‘the same time as the general msurance reforms were
phased-in. - '

Option 2: General insurance reforms not in place until January 1,
1996 or later.

-aeCommun‘ity;rated coverage. Two approaches would be
allowed. (a) would be the default if a state did not indicate it wanted
option (b) and could get it going within a specified time frame' '

, a. All insurers currently selling pollmes in tha small

. group and individual market would be required to make child-only coverage
available on a community-rated basis. Child-only coverage would have to
be priced at.a specified fraction of the community-rated price for a single
adult, based on the insurer's existing line of business (e.g., 50% of a smgleV
adult policy).  Pricing would have to be certified by an actuary as
representing a valid community rate, given the pricing of existing
business. The people running the current New York state program felt this

~ would be preferable to option b, which was the one they :mplemented

b. States could issue an RFP and contract wrth one or
more carners to provide the standard coverage within a community-rating
area. A number of states have already established such programs, and
Blue Cross aiready makes child-only coverage available in 31 states.

--Employment-based coverage. Where an employer’ has offered

7



' yaSEasl | P.us
Y JUL-25-1994 13:97  FROM T0 23

i

worker-only coverage or family coverage with no employer contribution,
the employer would be required to establish a child-only category of
coverage with the same benefits as the more general policy. Individuals
who have not previously insured their children through the employer would
be allowed to use their voucher to contribute to the cost of this coverage,
if they ~prefelkred to do so rather than go through the community-rated
poo! :

Emhhahmm&mmxmiuanng_mw Many states a!ready

have established such areas as part of their insurance regulation of the
individual or, small group market, or for Blue Cross rate-setting.  There
would be three interim options available:

o States elect to use existing community rating areas.

o States elect to establish new areas consistent with the
requirements of the Act by the target date. :

, o Default would be to use Medicare carrier areas, which are large
areas that conform roughly to curr‘en\t insurance company practices.

--Other health plan standards. Other health plan 'standards would be
- included in the act. While implementing regulations may not be fully

" developed, pnvate plans would be expected to meet relevant standards of
the Act during the interim period. - As a practical matter, we can expect
enforcement - to be relatively mmzma!—-but this is not crucial during the
start-up phase

-Enmng_gj_yg_ugnﬂ_s Vouchers would be priced based on the average of
commumty-rated plans {under the defauit option) or based on the
negotiated bids (under the altematwe) ‘We might consider, as a means of
‘protecting Federal dollars, capping. the voucher based on a projected price .
for each community rating area (m addition -to whatever fall-back budget
safeguards wiil be included in the overall bill).

| Mﬁwmmww States would generally

4 perfcrrn this function. In most cases, this should not be difficult, since it
essentxally mvolves paying a bill submitted by an insurance company
based on an'eligibility determination already made by the state. Medicare
carriers or FEHBP could perform this function as a default.

2?';
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. o - Maintenance of effort. Employers would be required to maintain
‘their curr‘ent! family plan offerings and contributions, consistent with the
Riegle amendment. Individuals who currently accept employment-based
policies for their children or where employers contribute more than 50
“percent of the cost of coverage would not be eligible for the new program.
This should be coupled with a non-discrimination requirement as an
addltnonal mcentwe for employers not to drop coverage.

This win obviously create some ineq’uities and there could be some
erosion of current coverage over t:me but it seems a reasonable approach
for a transmon program.

) lnteractlon with current Medxcaud Individuals currently receiving
~ Medicaid would be required to stay with Medicaid until the program is
integrated into the new system. Individuals qualifying for Medicaid under
- current standards could be given a choice or required to go to Med:caid
first, dependmg on the cost lmphcatons

Fast-trackmg government. lndependent of what is done’ bn the
children’s initiative, the whole process of implementing reform could be’
‘speeded up by adoption of special procedures Specrfrcally

o o Natlonal Health. Board The healthcare reform statute can
- provide for nammg an “interim” National Health Board (eg Cabmet E

‘ Secretaries) as soon as the bill is signed or delegate interim regulatory/
| _authonty to the Secretaries of HHS and Labor | ‘

0. Federal regulations. The reform statute can also prowde for
Axmplementatron under expedited procedures permitted by the Federal
Administrative | Procedures Act, i.e. issuance of immediately-effective

“interim fmal”‘ regulations. | |
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FAX TO CHRIS JENNINGS
RE: ESTIMATES OF SENATE DRUG PROVISION
In reviewing the estimate of the monthly premium for the

Senate drug provision, | discovered a problem with the
estimate that we previously cleared.

POL/DY

Under HS’A,I beneficiaries will pay 25 percent of the cost .

of the new drug benefit. This 25 percent is computed

the same way that it is determined for the rest of Part B -

- the premium equals 25 percent of average per capita
costs for aged beneficiaries. As you may recall, when
the Presldent’s budget was prepared the actuary
discovered that because of higher per capita use of -
drugs for the disabled compared to the elderly, a

premium based on 25 percent of aged costs would

finance approximately 22 percent of total costs. Up to
this point, the model had been determining the premium
based on 25 percent of total costs, As a result of this
change our estimate of Federal costs went up and our
estimate of premium revenues went down by the same

amount. '

a diféco'vered today that the actuary had not adjusted the

model to estimate premium revenues based on 22

percent of total costs instead of 25 percent. When thls |

was corrected, the estimate increased from $91.1 billion
to $95 billion. The attached table has the corrected
estlmate | v |
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In reading through the specifications for the Senate
benefit, | saw that they were not proposing to use the
indexing methodology proposed in HSA (maintalning a .
- constant percentage of beneficiaries meeting the |
. deductible and cap) but instead were planning to index
both to CPI-U. As indicated on the table, this would
increase costs by approxmately $5 billion over 98 -

2004. .

Please glve a call If you have any questions (528-0297).

Peter Hickman



Senate Drug Proposal with Two Indexing Options for Deductible And Out-of-Pocket Limit

Assumptions:
Starts 1/1/98.

- Deductible=$500 in 1998.
20% coinsurance ‘
Out-of-pocket limit=$1200 in 1998.

Dispensing fee=$5 in 1998. Indexed as in President’s plan.

Net program cost - in biflions

 Fiscal Year 1998 1999 2000 2001 2002 2003

R

2004 1998-992000-4 98-2004

Constant % of
Beneficairies o ' |
Indexing 6.2 126 133 142 152 162

CPlindexing 62 127. 137 148 161 174

July 27, 1994 - HCFA OACT
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| DRAFT (726/94 #1)
BREAUX-LIEBERMAN PROPOSAL.

. gggzoss:; Attached is a proposal to ensure that the goa! of universal coverage is met
- in the event that Congress fafls 1o act on Commissian recommendations under the
- process set forth in the Senats Finance Committee bill. The proposal would require the
states 1o achievc universal coverage and. wguld give them flexbility and resources to do

«

- CONTEXT: The F!nance Ccmmitteu bm seis up o muonal commission that would
report to Congress cvery two years on tha status of the ummu:ed md suggest ways to
expand coverage. ° ‘

If.Jess than 95% of the US. population is msurcd in 2002. the Commxssmn would scnd
- recommendations 10 Congress on how thuse parts of the country that have not achieved.
. Y5% coverage could do so. These recommendations would be considered by Congress
~ under fast-track procedures that would allow for relevant amendments but which would

ultimately require that Congress tuke » viste, The: fallowing proposal would apply only if,”
at the end of fast-track proccdures, Congress faﬂed to pas: legi:landn to reach universal
'ccverage. .

> ,W This propusa! would set up a default promx in the event.
that Congress fails to appmve legislation (hased on Commission recommendations) in the=

year 2002. States withi lass than 95% coverage would be required to submit a plan to'thex
Daparmxum of Health and Human Services that would tmng thom to univmal ccverage:.w

- The proposal was written with the fanmg gmding prmmples in mind: (1) states snculd;
be given a reasonable amonnt of flexihility and resources so that they can act to expand
coverage within their borders, (2) states should not be presented with an unfunded.
- federal mundate, (3) the federal gavernment should not promisc the states mare
‘resources than can rcahsncally be provided, and (4) any new mmmxtment of federal

K msources xmnt be finan
‘. "k{.‘ 7#'” L ,x. b ::",(':g Mo el Z’&:‘-,‘ o :
I‘he pmposa! would «tabhsh

> v g0

g o " 1995 ’PO?- 2002: . mcenﬁves and. ﬂen'bihty fcr ;tatesAto encowage snd enable statet
S to act. aggrmwe!y to reach 95% caverage; : R

i coverage (should Cangress fail to enact lcgislatxon based on Commission
recommendauons) and e
e *kﬁ"'ﬁ"h" s R
7 o - CONSEQUENCES OF STATE INACTION AFTER 20021 limited federal B
.., - interventions in states that fail to make substantial progress within a rcasonahle L
Ll ‘poricd oftime aftur the year 2002 (!f Congress hu failed to act) c
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DRAFT -

) Add new section 11 (E) to Senate Fmance Committee mark:

E. DEFAULT STRA’I'EGY FOR ASSURING UNIVERSAL COVFRAGL’

In thc cvcnt that Congress fails to act on the recommendatxcns of the Commissinn as
describad in section 1T (1), any state in which fewer than 95% of residents are insured
must submit & plan of action to the Secretary of Health and Human Services for
achicviug 95% coverage. Flexibility will be pcrmmad for states that have extreme!y high-
tates of unmsurcd.

Sus: h pbms shall address all rcbvant pames. mcludmg Stato and !ocal gnvummants,
emplayers, employees, unemploycd and low income indmduals, beneficiaries of public
‘ ‘ptograms, etc..

>y "'1995 TO 2002: 'l'he fouowmg provisions are dcs;gned to give states the.resources and -
ﬂadbmty they need in order to rcach the gaal of umvcrsal coverage befcre. the year 2002:-

3 av'.» Mrowiunncd‘ﬂczdbﬂityunderm mderawa!\ru'pmc;us,sutawﬂlbepmn~
.+ . limited authority to impose requirements an ERISA plans if they can demonstmte
that these reqmremenu would significantly mcreas& coverage.

0 Provzdc fundmg fox state outreach efforts to low-income and othcr popuianons at--
tisk of remaining ummured. (Punds ars mtanded for administrative and technical -

. 'suppcrt )

0 ‘?‘;Allow states‘ to imposc additional 'risk adjustments" among health plans bascd on. .‘

~. . factors other than health status (such as geography) that are dcs:gncd to R

- . cncoursge hca.lth plam to caver populations that are at risk cf remaxmng
" uninsured.: : -

~"Pro ding and additional ﬂexﬂ:mty to states to enmumge"thc dcvelopmcnt
.. of provider networks in rural and urban nndemrved areas. -‘;(Funds are mtended-
E for administrative and technical support.); o
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P.O.Box 3113 Maple Gien, PA 19002-8113 tel (215) 628-2288 fax (215) 641-1229
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west Point, PA 19486-0004

Vice President

David M. Cocchetto, Ph.D.
Glaxo, Inc.

3 Moorc Drive

Kesearch L nangie rark, NC 27705

Necretary

Jean Busch

CIRA-GEIGY

K-402.2,95 - CDRA/CRQ
Base! CH.4002, Switzerland

Treasurer

David P. Carberry

Jolwisurs & Julsou Conprwvation
1 Jotuesun & Jelasan Dasn

. New Brunswick, NJ 08933

Birectors

Juseph R. Assenzo, Ph.D.
vaila M. Marshall

Susan L. McLaughlin

Loven Miller, Ph.D2,

Kiell Strandherg, Ph.D., M.D,
Mary Doug 1yson

Judith L. Wcissinger, Ph.D.

1994 Annual Meeting
Chairperson

Peter H. Rheinstein, M.D., 1.,
Food and Drug Administration

Executive Director

Erich F. Lukas, Jr.,, MBA
Drug Information Association
P.O. Box 3113

Maple Glen, PA 19002-8113
Telephonc {215) 6282288
Teletax (’15)()41 1229

Post-it® Fax Note ‘ 7671

June 21, 1994

Co/Dept.
Phone # V
| =307 -Y5L-LiS
TTillary Rodham Clinton
Office of the First Lady

Old Executive Office Building
Room 100
Washington, 'C. 20500

Dear Mrs. Clinton:
Key members of thé pharmaceutical iridustry; the biotechnology industry

and other health care stakeholders such as Managed Care, Pharmmacy
Management Companies and those academicians iovolved in shaping

medical school curricula will be meeting at the T W Mamott in
‘Washifigton D.C. ‘60 July 26 and 27, 1994

- The purpose of this symposium will be to consider strategies and affects of

innovation and regulation for each stakeholder Many innovative strategies
thar offer & wide vaucty ol allciualives fin J»vai’_y of health em will be

: demcnstrated

Some examples of the threshold presentations will include Pharmaceutical
Research Manufacturers Association President, Gerald Mossinghoff,

- gpoaking on "The New Direction for the Industry”, Manager Prescription

Services (PBM Co.) Vice President, Dr. Arthur Shinn, speaking on
"Bringing Access to the Underserved and Underinsured”, and Dr. Michael
Wilkes of U.C.L.A. will be talking on "The Curriculum Changes Necessary
to Increase the Number of Primary Care Physicians".

There is no pharmaceutical money involved in this conference. The Drug
Information Association is a nonprofit organization.

To further mudern technology of communication in medical, pharmaceutical, and allied fields.

i
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This conference would be tremendously enhanced and it would please all of us to hear your
visions of what we need to do toward a better health care system. Please consider being a part of
our symposium at thus crucial tme and give us your response as quickly as your busy schedule
will allow.

Thank you for your consideration.

Sincerely,

Olsart Py X womrcasfa..
Dr. Albert J. Giovenella
Health Alliance FExeccutive

MHHD

Universtty of Pennsylvania
School of Dental Medicine

sb/AJG
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Drug Information Association

SYMPOSIUM

- HEALTH CARE
REFORM
THROUGH

INNOVATION

July 26-27, 1594
I. W. Marrivit Hoel, Washington, D.C.

Program Chairperson
Albert Giovenella, Ph.D.
Health Alliance Executive
Meick Human Health Division
University of Pennsylvania
School of Dental Medicine

The pharmaceutical industry, the biotechnology
industry, and other health care stakeholders are
facing great challenges that will offer the opportunity
to gain control of costs and benefits, and that will
ultimately provide quality health care to all people in
the United States.

This symposium will consider the strategies and
effects of innovation and regulation for each stake-
holder. Many innovative strategies that offer a wide

variety of altermatjygs {g&ﬂm delivery nf health care

w1l be demonstrated. many mecaningful reforms
that have already been accomplished will be high-
lighted during these discussions.
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Drug Information Association

DI

J. W. Marrott Hotel
Waghington, DC
Prograr Ghairnarann
Aldert Qioveneila, Ph.D.
Health Allianca Exacuilve
Merck Human Health Divislon
University of Pennsylvania
- Sohoo! of Dental Medicine
rm———'m“— _..___‘-m _=— -
Monday, July 25, 1984 8:30am Gurrent Lagisiation Impacting the
industry
4:00-6:00pm  Ragistration Michael Hudson
Senlor Vice Prasidant
Tueaday, July 26, 1994 Strategic Management Asgociates Inc.
1} 7:30am Reglatration 10:00am Coifes Break
8:30am Welcome and Introduction 10:30am Thae Crushing Etffects of Reform on
Dr. Albert Glovenelia Bioteohnology
Health Alliance Executive Carl 9. Feidbaum, llsq. (Invited)
Merck Human Health Divislon President, Biotechnology Industry
instructor, University of Organization
Pannaylvanig School of Dental
! Medicina 11:00am ENfects on Pharmaoists
Dr. Wililam 2aliner
8:00am Keynots Speake Vice Prasident of Professional and
Pharmaceutioal industry's Government Atfairs
Leadership in Health Care Reform American Socdlsty of Hospital
Presldent, Pharmaoceutioal Research
Manulacturers of America 11:30am - Panel Discussion
(farmarly PMA) ,
— 12:00pm Luncheon
Economic Etfects of Reform on
Innovation 1;30pm The Newly-Empowered Conaumar
Alan Hillman, M.D., ML.B.A, Or. Heathar Paul .
Dirsetor, Center for Haaith Polley - Executive Diractor
| Leonard Davis institute of Heaith National Safa Kids Campaign
! Economics :
University of Pennayivania 2:00pm The Ethics of Health Care Reform
Dr. Dan Brook

Professor, Department of Phlloaophy
and Centar for Dismadisal Cthias
Brown Univaraity
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3:00pm
3'30pm

4.00cm

4:30pm
8:00pm

The Neooosity of Pannershps 1or
Burvival

Dr. Richard Goodstein

Senior Director, Maedical Partnaring
Merck Human Heaith Division

Cuotiee Bresk

Managed Cara and Mantal
Heaitn Care

Dr. tan Ehafter

Madicai Direstor

Vaius Behavioral Health

Divaraity: An Important ingradiant In
Any Reform Plan

Mr. Michael A, Caso

Exanutiva Vire President
Vanderveer Group

Fanel Disouesion
Tuesday Meoting Adjourned

Wedneaday, July 27, 1994

8:30am

2:00am

8:30am

B:45am

10:18sm

The Role of the Medical School I

-Haaith Care Reform

Dr. Mlchas! Wilkes

WCLA School of Medivina, Director of
UCLA Dostering, Cumisultrer—--
Division of General Intamai Medicine

The Inroada of innovations by PAM's
Dr. Arthur B, Shinn

Vice Preaident

Marager Prasonntinn Sarvices

maw

Outcomes Resegroh: Economio va
Medica! Banafita

Dr. Robert Epsteln

Executlive Director, Outcomes
Research, Merok & Co.

Closing - Dr. Albert Glovenelia

Audioivisual taping ot any DIA Warkshop Ie prohibited
without prier written consent from DIA.
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July 26, 1994 S |
POST-MANDATE PAYMENTS

1. Employer Payment Responsibility. In general, employers (other than exempt
employers) are required to make a premium payment on behalf of all quahfymg
employees.

a. Definitions:

i. "Contributing employer" means an employer with 25 or more employees
or an employer with fewer than 25 employees that elects to be a
contributing employer.

A sclf-employed person with at least one full-time employee could
elect to be treated as a contributing employer. Note: Senate Labor bill
does not require full-time employee. If the self-employed person
makes such an election, the person is treated as an employee of him or
herself and is deemed to pay wages to him or herself equal to self-
employment income. See Senate Labor bill for details (including
closely held businesses, etc.).

ii.  "Exempt employer means an employer with less than 25 employees that
does not elect to be a contributing employer. A self-employed person
without at least one full-time employee is treated in the same manner
as a worker in an-exempt firm.

Note: This is essentially the construct of the Senate Labor bill; a kéy definition
_is he definition of "qualifying employee” because it does not include an
employee working for an exempt firm.

b. = Community-rated employers. For full-time employees, the employer is
required to pay at least 50% of the weighted average premium of the HIPC
chosen by the employer ("HIPC weighted average premium") for the
employee's class of family enrollment. For part—time employees, the employer
pays a pro-rated share of the HIPC weighted average premium.

Note: May need to add large employer opt—in credit and potentially excess
premium credit if premium caps are used.

C. Experience-rated employers. For full-time employees, the employer is
required to pay at least 50% of the weighted average premium.of the plans
offered by the employer. For part-time employees, the employer pays a pro-
rated share of the HIPC weighted average premium. -

An cxperlcncc—rat'cd‘ plan Sponsor may cstabhsho premium areas (consistent
with regulations of the Secretary of ?). Experience-rated employers may base



their contributions on the premiums of the plané offered in each premium area.

Non-enrolling Employee Credit. A non-enrolling employee credit is

calculated as follows:

i.

ii.

1ii.

Non-enrolling employee credit for couples.

M)

@

For couples, the credit is equal to:

(@)

(b)

The total of employer payments (without regard to any
subsidies) made on behalf of non-enrolling employees in
the couples class of enrollment in an HCCA minus the
amount described in (2), divided by

The number of families in the couple class of enrollment,
plus the number of "additional workers" within the couple
class in the HCCA.

The amount described in this paragraph is the credit earned by
couples with more than a years worth of work in a year (and
provided as a family credit to these families for a period of time
in which they do not have full-time work).

Non-enrolling employee credit for single-parent and two-parent
families. :

@)

For single—parent and two-parent families, the credit is equal to:

The total of employer payments (without regard to any
subsidies) made on behalf of non—enrolling employees in
the two-parent family class of enrollment in an HCCA,
minus the amount in described in (2), divided by

The number of families in the single—parent and two—
parent classes of enrollment, plus the number of
"additional workers" within such classes in the HCCA.

The amount described in this paragraph is the credit earned by

two-parent families with more than a years worth of work in a
year (and provided as a family credit to these families for a
period of time in which they do not have full-time work).

@)
(®)
@
Definitions:

A "non-enrolling employee” is an employee of an "employer that does -
not enroll in a health plan offered by that employer (i.e., the employee



f.

enrolls in a plan offered by a spouse's employer)
"Additional workers" are as defined in the HSA.

Exempt employers: Exempt employers are not required to make payments on
behalf of their employees.

Self-employed: Are treated as workers in exempt firm.

Employer subsidies. In general, the 50% required payment for contributing
employers for an employee is capped at 8% of the employee's wage, limited to the
reference premium (as described below).

a.

d.

Reference premium. A refercnce premium is defined for cach HCCA (See
specifications for High Cost Plan Assessment).

Subsidy amount. (Same for community-rated and experience—rated
employers). Contributing employers receive a subsidy with respect to the
payment for an employee equal to the following:

Subsidy = the lower of (i) the applicable employer premium obligation for an
cmployec (net of the non-enrolling credit) -or (ii) 50% of the reference
premium for the class of family enrollment for the area, minus 8% of the
employee's wages, but in no case less than Zero.

Self cmploycd person (with at least one full-time employee) that elects to be a
contributing employer receives a subsidy as-in b.

State and local governments are not eligible for employer subsidies.

Family Payment Responsibilities. In general, families are chuircd to enroll in an

applicable health plan and make payments towards the premium for the plan.

S a

Family Share of the Premium. Each family enrolled in a community—rated
or experience—rated health plan is responsible for payment of the family share.

i .Community-rated health plans. The family share for a family

enrolled in a community-rated health plan is the sum of the amounts in
(1) reduced by the amounts in (2).

(1) . (@  The applicable plan premium. (!See Senate Labor bill for
' dctalls')

(b) 20% of the famlly collection shortfall add—on for the .
* applicable class and HCCA. Families with no payment
“responsibility are exempt from paying the family



“collection shortfall add—on.
(c)  Any applicable marketing of HIPC fees.
2 (2 The family credit. |
() | Any income-related subsidies.

(c)  [?NOTE: large group sponsor opt—in and the ,{zatezmalba
excess premium credit may need to be added if premium

caps are included.?]

(3 (a)  The family credit for a month for a family that enrolls
' through an employer is equal to the employer's rcqulred
premium payment for the family.

(b)  The family credit for a month for a family that is not
enrolled through an employer is equal to 50% of the
estimated weighted average of the employer premium
payments (without regard to subsidies) made by
community-rated employers in the HCCA for the month.

ii. Expenence-réted health plans. The family share for a férmly enrolled
in an experience-rated health plan is the amount described in (1)
reduced by the amounts in (2).

(1)  The applicable plan premmm (!See Senate Labor bill for
details!)

2 (@ T_he family credit.
® Any income-related subsidies.

- (3 The famlly credit for a month for a family that enrolls through
an employer is equal to the employer's required premium
payment for the family.

iii. The family share for a family cannot be less than zero.
Subsidies for the Family Share of the Premium. In general, families receive
subsidies which cap their premium payment responsibility for the family share of the
premium as a percentage of ad;usted gross income, limited to the referencc premium

(as described below)

a. Amount of subsidy. The subsidy toward the famlly share of the premium is
equal to:



ii.

50% of lesser of (1) the weighted average community-rated premium
in the HCCA for the applicable class of family enrollment; (2) the
reference premium in the HCCA for the applicable class of family
enrollment and (3) ??the applicable employer premium obligation for
the employee (without regard of the non—enrolling credit)??, reduced,
but not below zero by

The sum of (1) the family obligétion amount and (2) the amount of any
voluntary employer payment (in excess of the required employer
premium obligation).

b. Definition of the family obligation amount.

i.

ii.

iii.

iv.

Vi

The family obligation amount is zero if the family's adjusted income is
less than the income threshold amount ($1000 initially, indexed as in
Senate Labor Bill);

If a family's adjusted income is above the threshold, the family
obligation amount is the sum of the following:

(1)  The product of (a) the initial marginal rate for the applicable
class of family enrollment and (b) the amount by which the
family adjusted income (not including any portion that exceeds
the applicable poverty level) exceeds the income threshold
amount, and’

(2)  The product of (a) the final marginal rate for the applicable class
of family enrollment and (b) the amount by which the adjusted
income exceeds 100% of the povcrty level but is less than
200% of the poverty level.

The initial marginal rate is the ratio of 4% of the applicable poverty
level for the class of enrollment to the amount by which such poverty
level exceeds the income threshold amount.

The final marginal "rateV is 12%.

In no case shall a family’s,obligation amount exceed 8% of the family's
adjusted income. For families with adjusted income in excess of 200%
of the applicable poverty level for the class of family enrollment, the
family 'obligation amount is equal to 8% of income.

IThe dollar amounts and perccntagcs are indexed as in Senate Labor

Bill.!

5. Repayment of the family credit. In general, families without a year of full—ti‘me



employment are required to repay all or a portion-of the family credit they receive.

a.

Repayment liability. The repayment liability for a family for a month is the
amount of the family credit for a month.

!Note: Since sclf-cmployed are treated as exempt workers, there is no need
for special provision as in Senate Labor!

No liability for full-time employment; reduction in liability for part-time
employment. [!Sec Section 6111 of Senate Labor Bill for details!]. The
repayment liability is reduced (consistent with regulation established by the
Secretary of ?) based on employer premiums payable for a family member that
this a qualifying employee. In no case shall the reduction result in any
payment owing to a family. |

The net is the "repayment amount."

Subsidy based on income for repayment of family credit. In general, a
family with wage—adjusted income of income of less than 200 percent of the
applicable poverty is eligible for a subsidy for any repayment amount under
this [section].

i. Amount of subsidy. The subsidy toward the repayment amount is
. equal to:

(1)  Reference-adjusted repayment amount, reduced by, but not
below zero,

(2)  The family credit repayment (5bligati0n amount.
ii. Definition of the family credit répéyment obligation amount.

(1)  The amount is zero if the family's adjusted income is less than
the income threshold amount ($1000 initially, indexed as in
Senate Labor Bill);

(2) If a family's adjusted income is above the threshold, the amount
is the sum of the following: :

(@)~ The product of (i) the initial marginal rate for the
applicable class of family enrollment and (ii) the amount
by which the family adjusted income (not including any
portion that exceeds the applicable poverty Icvel) exceeds
the mcome threshold amount, and

(b)  The product of (i) the final marginal rate for the
applicable class of family enrollment and (ii) the amount



iii.

iv.

by which the adjusted income exceeds 100% of the
poverty level but is less than 200% of the poverty level.

The initial marginal rate is the ratio of 4% of the applicable poverty
level for the class of enrollment to the amount by which such poverty
level exceeds the income threshold amount.

The final marginal rate for a year for a class of family enrollment is the
ratio of: o

M

@

The amount by which the reference—adjusted repayment amount
exceeds 4% of the applicable poverty level for the applicable
class of family enrollment for a year, to

100% of such poverty level.

Note: the reference adjusted repayment amount is used to limit the subsxdzes to the
reference premium level.

v.

vi.

vii.

The reference—adjusted repayment amount is the repayment amount
multiplied by the ratio of: ‘

Y

@)

The reference premium for the class of family enrollment for the
HCCA, to

Estimated weighted average of the employer premium payments
(without regard to subsidies or non—enrollmg employee credits)
made by community-rated employers in the HCCA. [!Note: this

is the same amount as the family credit for nonworking families,
except that it is without regard to the non-enrolling employee credit.]

'The dollar amounts and percentages are indexed as in Senate Labor

Bill!

!See the definition of wage-adjusted income in Senate Labor Bill!



List of stuff to be worried over:

1.
2.
3

AT o

Bad debt; need to correct the calculation of the collection shortfall add—ons.
Calculate how premiums build up.

Effect of the trigger; clarify to whom mandates apply; boundry issues. Talk to
Parashar about conforming applicable plan definitions, etc.

Define enroll through an employer '

adjustment/errors and borrowing issues

Think about this where contiguous states are not using same years.



.

Managed Prescription Services®

Arthur F. Shinn, PharmD, FASCP
Vice President, Clinical Services
General Manager

Managed Prescription Services

One City Centre X
515 North 6th Street Tei:(314) 259-4213
Saint Louis, Missouri 63101 ‘ Fax:(314) 259-4201




Y
wy

ID: JUL 2794 9:15 No.003 P.01

FAX

¥ Health Division m

Office of Management and Budget

Executive Office of the President
Washington, DC 20503

TO: P8 CA%CG ) ?’,S'
FROM: A(’Aéﬁ //Zréo/_f

Fax Destination
Organization:
Phone Number:

Number of Attached Pages: i

'?72«5 e dased on Conyes sptan /SZL
WW W ?tg%(? Oélan

P/fdfe catl A fa/m P
(7(: )W?yﬂemg f

HD Fax Number: 202/395-3910
Voice Confirmation: 202/395-4922

202/395-4926
202/395.3



Compared to Baseline Private Health Insurance Premiums:

1997 2004

HSA Senate HSA Senate
Benefit Package 5 -3 5 -3
Medicaid Cost Shif 3 1 3 2.4
Risk Adjustment - 1.8 0 1.8 0
High Cost Plan na -0 na 2
Uncompensated Care -8 5 8 -8
Small firm ekemption -6 0 5 0
Administrative load 1.2 0 12 0
Academic Health Centers 15 1.75 15 1.75
NET Effect on Private Premiums A5 A5 -485
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ADDITIONAL SUBS!DIES.'FOR UNINSURED KIDS

Eligibility Medicaid coverage would be expanded as follows for the one-year .
perlod between 1/1/96 until 1/1/97

a.

Infants who are currantly covered to 133 percent of poverty, with an
option to 185 percent of poverty, would be covered up 185 percent
of poverty. _

f

Chlldren up to age 6 who are currently covered up to 133 percent of .

’ poverty would be covered up to 185 percent of poverty

Children between ages 6 and 19 who are currently covered up 100 to
percent of poverty on a phased-in basrs would be covered up to 185
percent of poverty. .

Children in 1115 waiver states who are currently covered to various

degrees would be covered up to 185 percent of poverty. States that

currently use 1902(r)(2) to cover chiidren at higher income levels
could continue to cover these persons, but with 100% Federal
financing only for those with income up to 185 percent of poverty. = -

Coverage through Private Plans Similar to the OBRA 1990 provision, states
are required to purchase group health insurance coverage for Medicaid
beneficiaries where cost effective as defmed by the Secretary In addition,
State options mc!ude ' ‘

a)

" b)

c}

Fam:ly cg‘ ‘t'ign g f employer plan: A state may elect to enroll children in-

a family option within the option of the group health plans offered to
the caretaker relative. : :

Family option of state employee plan: a state may elect to enroll the

children in a family option within the options of the group health plan ’
or plans offered by the state to state employees.

Health Maintenance Organizations: a state may elect to enroll the
children in a health maintenance organization in which fewer than half

of the membership are eligible to receive medical assistance benefits.
This enroliment option is in addition to any enroliment option that a
state might offer with respect to recewmg services through a health
maintenance organizatron »

o

OFTIONAL FORM 88 (7-80)

FAX TRANSMITTAL  [sorpsese
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d) A state may elect to enroli children in a basic state health ‘plan offered
by the state to individuals in the state otherwise unable to obtarn
health insurance coverage.

Medicaid will pay for the full premium and the full cost sharing amounts, but
only for the services covered by Medicaid.

Current Medicaid rules governing covered services and recipient ehgrbrlrty
would be retained to cover services not otherwise provided under private
health plans. Because Medicaid is a secondary payer when a recipient has
private coverage, the praogram would provide coverage for supplemental
services for low income groups currently entitled to Medicaid.

Financing The Federal government would provide the following Federal
matching through Medicaid.

a. All current eligibility categories would continue to matched at the
state’s regular Medrcard matching rate (FMAP), except as noted
below. '

1) Coverage for infants wrfh family incomes between 133 percent
and 185 percent of poverty would be 100 percent Federally
frnanced ; r

2) Coverage for children up to age 6 with famrly incomes between
133 percent and 185 percent of poverty would be 100 percent
Federally f:nanced

3) As of 1/1196 coverage for chrldren born after 1011183 up to
age 19 (children ages 14 through 18) with’ family incomes
above AFDC but below 100 percent of poverty would be 100
percent Federally ﬂnanced. :

4}  Coverage for chrldren age 7 up to age 19 with family incomes
between 100 percent and 185 percent of poverty would be
100 percent Federally financed. .

5) Coverage for children in 1115 waiver states who are currently
covered at various levels of income would be 100 percent
* Federally financed up to 185 percent of poverty. Individuals
covered through the 1115 waiver above the 185 percent
threshold would no longer be eligible for Federal fmancmg, i.e.,
all Statewide waivers would be- termmated

6) ‘ Children in states that use more liberal eligibility rules under
1902(r}(2) in families with incomes up to 185 percent of
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poverty would be covered at the levels indicated above.
Children covered with family income above the 185 percent
threshold would no longer be covered i. e., all 1902(r) changes
would be termmated

1.  Eligibility In general, children up to age 19 who have not been covered by
health insurance for at least six months (could be a year if dropping
employer coverage is an issue) and who are in families with incomes up to
240 percent of poverty would be eligible for a voucher toward insurance
coverage. .

a. Children in a family would not be eligible for this program if the

‘ children are eligible for coverage under an employer’s plan where the
employer offers to contribute at least 80 percent {could make it a
lower level if there would be an assumption that employers would
reduce coverage for dependents; note nondiscrimination rule!) toward
the cost of a 'single-parent or two-parent family policy.

b, To be eligible for the program, families would be required to enroll all’
eligible dependent ch:tdren

c.  Children who were covered under a state’s Medicaid program (cash or
noncash) as of December 1986 would not be requ:red to meet the six
month prev:ouslyvunlnsured test..

- 2, : ”Amoun_t, of Subsudz ‘

a. Ehguble chu!dren in farmhes with income up to 185 percent of poverty
would receive a voucher for the full premium for the appropriate
~ children’s policy (limited to the lower of the weighted average
community-rated premium or the reference premium in the'HCCA).

b. Eligible children in families with incomes between 185 percent and
240 percent of poverty would receive a voucher for a portion of the
premium (calculated on a sliding scale, phasing out at 240 percent of
poverty) for the appropriate children’spolicy (limited as in a. above).

3. ugg of SubSldleS Community-rated health plans would accept vouchers
toward payment of coverage.

a.  Community-rated health plans would create two categories of
children’s coverage: single child and multiple child.
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b. These categories would be tied to the premiums charged for two-
parent family coverage. The National Board {or HCFA) would
determine the average cost of insuring children and would express it
as a national percentage for family coverage. For example, the single
child policy might be one-third of the premium for the two-parent
family policy and the multiple child policy might be one-half of the
two-parent family premium. ~

c. .'Eligib’le children with a parent covered by a community#rated or
‘experience-rated plan could use their voucher to be covered under the
parent’s pollcy i

Nond:scnmmagon To protect the subsxdy program from the incentives for
employers to drop coverage (and/or contributions) for dependent chnldren
nondiscrimination rules would apply to employer’s decisions to offer
coverage and the amount they contribute for dependent children.
Nondiscrimination rules would app!y by class of empioyee (i.e. full-time or
part-time). : o

Dual Eligibility For families that are eligible for a subsidy under the kids
program and under the low income or unemployed voucher program:

.

a.  The family would receive the sum of: the voucher amount for the kids

and the applxcab!e low-income {or unemployed) voucher amount for
the fam||y : , A o
b. The voucher for tThe Tow income voucher program would be calculated

_ using ‘the poverty level based on the entire family, but the premium’
‘would be ‘the apphcable premium for the: -entire famlly rmnus the o

"premlum apphcable for the klds alone
/

- C. A famﬂy nay use the chnldren s voucher and the low-mcome voucher ‘

to purchase separate. pohcnes or combme their value toward one
pollcy SR

Wrag-sround Benef‘ ts Current Medtca:d rules governing covered services
and recipient ehgxbthty would be retained to cover services not otherwise ,
prowded under pnvate health plans. Because Medicaid is a secondary payer -

- when a recipient has private coverage, the program would provide coverage

for supplemental services for low income groups currently entitled to
Medlcald.
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C.  ADDITIONAL SUBSIDIES FOR PREGNANT WOMEN

1. Eli‘gibility Medicaid coverage would be expanded as follows for the one-year
period between 1/1/96 until 1/1/97; :

a. Pregnant women who are currently covered to 133 percent of -
poverty, with an option to 185 percent, would be covered up 185
percent of poverty.

b. Pregnant women in 1115 waiver states who are currently covered to
various degrees would be covered up to 185 percent of poverty.
States that currently use 1902{r)(2) to cover pregnant women at
higher income levels could continue to cover these persons, but with

- 100 percent Federal financing only for those with income up to 185
~ percent of poverty. .

2. Coverage through Private Plans Similar to the OBRA 13990 provision, states
are required to purchase group health insurance coverage for Medicaid ‘
beneficiaries where cost effectuve as defined by the Secretary. In addition,
state options include:

a) Family ’ogti‘gn of employ er plan: A state may elect to enroll pregnant
~ women in a family option within the optlon of the group health plans
offered o the caretaker relatlve.

b) amlly_ gyon of state emgloyee Qla a state may elect to enroll

~_prégnant women-in a_ famlly option, within- the options of the group
A ‘health plan or plans offered by the state to: state employees.

c) Healgh Mamtenangg Organgygns a state may elect to enrol

pregnant women in.a health maintenance orgamzatlon in which fewer
than half of the: membershlp are eligible to receive medtcal assistance
benefits. This enrollment option is.in addition to ‘any’ enrollment
option that a state mtght offer with respect to receiving services
through a health mamtenance orgamzatnon

d) A state may elect to enroll pregnant women in a bassc state health
_plan offered by the state to lndwnduals in the state otherwise unable
: to obtam health msurance coverage '

-Medicaid wnll pay for the full premlum and the . full cost shanng amounts, but only
- for serwces currently covered by Medlcald .
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Current Medicaid rules governing covered services and recipient eligibility would be
retained to cover services not otherwise provided under private health plans.
Because Madicaid is a secondary payer when a recipient has private coverage, the
program would provide coverage for supplemental services for low mcome groups
currently entitled to Medicaid.

- 3. ' Financing The Federal government would provide the following Federal
matching through Medicaid.

a. All current eligibility categories would continue to matched at the
State’s regular Medicaid matching rate (FMAP), except as noted
below.

1) Coverage for pregnant women with family incomes between
133 percent and 185 percent of poverty would be 100 percent -
Federally frnanced '

2) Coverage for pregnant women in 1115 waiver states who are -
currently covered at various levels of income would be 100
percent Federally financed up to 185 percent of poverty:
Individuals covered through the 1115 waiver above the 185
percent threshold would no longer be elrgrble for Federal
frnancmg, i.e., all Statewuie wawers would be terminated.

6) Pregnant women in states that use more Irberal eligibility rules
' under 1902(r){2) in families with incomes up to 185 percent of
- poverty would be covered at the levels indicated above.
_ Individuals covered with family income above the 185 percent
threshold would no longer be covered:; i.e., all 1902(r] changes
- would be termrnated : o

1. Elrgrb:htx In general, pregnant women who have not been covered by health
‘ insurance for at least six months (could be a year if dropping employer
coverage is an issue) and who are in families with incomes up to 240
percent of poverty wou!d be eligible for a voucher toward insurance
coverage.

‘a.  Pregnant women would not be eligible for this subsidy if they have
‘ available an employer’s plan where the employer offers to contribute
. at least 80 percent (could make it a lower level if there would be an
assumption that employers would reduce coverage for dependents;.
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note nondnscnmmatlon rule!) toward the cost of a policy covermg the
women.

b. Pregnant women who are covered under a state’s Medicaid program
(cash or noncash) as of December 1996 would not be required to
‘meet the six-month previously uninsured criteria.

c. Eligibility would continue for three months after delivery.
'd. . Pregnancy would not be treated as a pre-existing condition.

Medicaid will pay for the full premium' and the full cost sharing amounts, but
only for services currently covered by Medicaid.

Current Medicaid rules governing covered services and recipient eligibility
would be retained to cover services not otherwise provided under private -
health plans. Because Medicaid is a secondary payer when a recipient has
private coverage, the program would provide coverage for supplemental
services for low income groups currently entitled to Medicaid.

2. Amount of Subsidy

a. Eligible women in families with income up to 185 percent of poverty
would receive a voucher for the full premium for a single policy
(limited to the lower of the weighted average community-rated
premium or the r'E'fe’Feni:e premium in the HCCA.}

b. Ehg:ble waomen in famahes with mcomes between 185 percent and
- 240 percent of poverty would receive a voucher for a portion of- the
premium (calculated on a shdmg scale, phasing out at 240 percent of
: poverty) for the single pollc:y (limited as in a. above).

3. Use of Subsidies Commumty-rated health plans would accept vouchers

' toward payment for coverage. A pregnant woman could use the voucher
toward the purchase of a single policy or toward the purchase of a couple,
single-parent or two-parent policy, as appropriate.

4.  Dual Eligibility =For families that are eligible for a subsidy under the pregnant
women program and under the low-income voucher or unemployed program:

a. The‘ family would receive the sum of: the voucher amount for the
pregnant woman and the applicable low mcome {or unemployed)
voucher for the family. ,
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The voucher for the low-income program would be calculated using
the poverty level based on the entire family, but the premium would
be the applicable premium for the entire family mlnus the premium
appllcable for the pregnant woman alone

A family may use the pregnant woman voucher and the low-income
voucher to purchase separate policies or combine the;r values toward
one policy.

A family eligible for the low income (or unemployed), pregnant
woman, and kids subsidy programs would be treated in the same way
as described above, except that the applicable premium for the low-
income. (or unemployed) voucher program would be the applicable (
premium for the entire family minus the premiums applicable for the .
pregnant woman alone and the kids alone.

. The applicable premium for the low'lncome {or unemp!oyed) voucher

program could not be less than zero.
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D.  SUBSIDIES FOR PEOPLE LEAVING WELFARE FOR WORK'

1996

1. Policy  To provide subsidies for people leaving welfare for work the existing
Medicaid transition benefit would be extended to cover eligible individuals
for 24 months.

2. Duration of Coverage Current law allows for a simple 6-month extension,
and then a more complex second 6-month extension. We recommend
eliminating the second extension and lengthening the first by 18 months to
create a single 24-month transntlon benefit.

3. Eligibility Currently, the two-phased extension terminates if the family no

longer has a dependent child. In the health reform context, family policies
are provided to various family configurations, not just to couples with
dependent children. For this reason, as well as to provide additional work
incentives, we recommend striking the “termination for no dependent child"
provision. '

In addition to those who have been off of welfare for work for one year,
those who are in their second year off of welfare for work and who are
currently uninsured would be eligible for this program.

4. Cov‘erage through Private Plans Similar to the OBRA 1990 provision, states
are required to purchase group health insurance coverage for Medicaid
beneficiaries where cosT ¢ eerctwe as defined by the Secretary. In addition,
state options include: : '

“a)  Family ogtion of emplover plan: A state may -elect to enroll a caretaker -
~ relative and dependent children in a family option within the opt:on of
the group health plans offered to the caretaker relative. ’

b) - Family option gf state emglozgg plan: a state may elect to enroll the
* caretaker relative and dependent children in a family option within the

options of the group health plan or plans offered by the state to state
employees.

c)  Health Maintenance Organizations: a state may elect to enroll the
- caretaker relative and dependent children in a health maintenance
- organization in which fewer than half of the membership are eligible to
receive medical assistance benefits. This enrollment option is in
: addman to any enrollment option that a state mnght offer with respect
to receiving services through a health maintenance organization.
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d) A state may elect to enroll the caretaker relative and depéndent .
children in a basic state health plan offered‘-by the state to individuals
in the state otherwise unable to obtain health insurance coverage.

Medicaid will pay for the full premium and the full cost sharing amounts, but
-only for services currently covered by Medicaid.

Current Medicaid rules governing covered services and recipient eligibility
would be retained to cover services not otherwise provided under private
health plans. Because Medicaid is @ secondary payer when a recipient has
private coverage, the program would provide coverage for supplemental
services for low income groups currently entitled to Medicaid.

5. - F‘nancmg The Federal govemment would cover 100 percent of the expense
C related to this expansion. -

1. Eligibility Welfare recipients whao return to work would receive subsud;zed
coverage for two years. : ;

2. Amount of Subsidy Instead of receiving Medicaid coverage, welfare
recipients returning to work would receive a full premium subsidy for the
entire family (i.e. the family would receive a low-income voucher as if it had .
income below 75 percent of the poverty level).

3. Wrap-around Benef’ ts Currént Medicaid rules governing “covered servnces
and recipient eligibility would be retained to cover services not otherwise
provuded under private health plans Because Medicaid is. a. secondary payer -
when a recipient has private coverage, the program would’ provnde coverage~
for supplemental services for low income groups currently enuﬂed to
Medlcaxd : ~
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TO: . The President Pg
FROM:  Senator Mitchell —D Q
SUBJECT: Follow up on July 21 Health Meeting

DATE: July 22, 1994

During our meeting last night you askcd for additional information about (1) why an

. employer mandate system costs more than a system without a mandate, and (2) howa

system without a mandate could achieve 95 percent coverage. Outlined below is some

further information on these two issues.
DRKET

A mandatory system is more expcnsxvc than a system without a mandate for a couple of
reasons.

Costs of a Mandate:

First, since virtually all Americans would have health care insurance under a mandatory-

‘system, the federal government would be subsidizing more individuals and employers

than it would under a non-mandate system. We hope, for example, that a system of
targeted subsidies would expand coverage to about 95 percent of the population. While

this represents a substantial increase over current levels, it would still be less than the 98

or 99 percent coverage that would be achieved under a mandatory system. This extra
three or four percentage points represents 8-10 million people, most of whom would be
ehgxble for federal subsidies. Providing these subsidies under a mandatory system would
increase federal costs substantlally For example, adding a mandate to one voluntary

~ plan currently under review would i increase the plan s ten year costs by $138 billion.

A second reason why a system with an employer mandate is more exPensxvc relates to

the efficiency and generosity of employer subsidies typically available in a mandatory
system. Most mandatazy proposals include subsidies for employers which would cap
employers’ premium payments at a certain percent of each worker’s income. While
these employer subsidies tend to target lower income workers, they are available to all
employers, mcludmg those currently offering insurance to their lower wage workers
Such a subsidy regime tends to be less efficient than employer subsidies under a

-voluntary system, which are usually limited to currently uninsured workers.

@oo2 -
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95 Percent Coverage under a Vo@tbry System:

The proposal which I am now considering includes additional targeted subsidy programs
that should bring the percentage of the population with insurance up to at least 95
percent. That legislation would include the following targeted subsidy programs:

o

Low-income subsmhes for the general population that phase out between a range
of 75 percent and 200 percent of poverty. This would include an outreach

program whereby individuals presumptively eligible for full subsidies (those at less
. than 75 percent of poverty) would be signed up for health insurance at the point

of service. This subsidy is estimated to reduce the number of uninsured by about
10-12 million people, raising the perccntage of the population covered by about 4-
S percent.

The purchase of health insurance for AFDC recipicnts that find work would be
fully subsidized for two years. Currently they are fully subsidized for one year. It
is estimated that this would increase coverage by about 2 million people, raising
the percentage of the population insured by a little less than 1 percent.

The income of insured working individuals who become unemployed would be
calculated by disregarding unemployment insurance income and 75 percent of
their job income. This would make morc unemployed individuals eligible for the
low income subsidies, thus increasing coverage. It is estimated that this would
increase the number of insured by about 4 million people, raising the percentage
of the p0pulation insured by a little less than 2percent.

The Rlcglc amendment to the Fmance-rcported bill would be included to provide

4 'hlghcr subsidies to pregnant women and children. It is estimated that this would

increase the number of insured by about 4 million people, raising thc percentage
of the population insured by about 2 percent.

Two employment based subsidies would be prowded to encourage employers to

~ expand coverage. The first would provide employers of any size a subsidy on

their share of the premium up to 50 percent so that such premium does not’
exceed 8 percent of an individual employee’s wages. This would only be available
for those employecs not now covered, where health insurance is offered to all
workers in the firm. The second program would be targeted to firms with under
25 employees who do not now provide coverage. It would permit the employer to
share in both the low income houschold subsidies and the 8 percent of wage
employer subsidies where insurance coverage is offered to all employees. It is

G003

estimated that these programs together would increase the number of insured by =~ .

about 4 million people, raising the pcrcentage of the population insured by
somewhat lcss than 2 percent.
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In total these targeted subsidy programs would increase the number of insured by about
25-27 million people, leaving about 13 to 15 million people uninsured. The percentage
of the pOpulatlon with insurance would rise to about 95 percent.

Y

These numbers are consnstent with the work of CBO on the Cooper bill. That legislation

provides for a system of houschold subsidies that pay for the full cost of health insurance
for families below poverty. The subsidies are phased out between 100 and 200 percent

of poverty. CBO estimated that this would result in an increase in the percentage of the

population with insurance from 85 percent to 91 percent.

The Finance Committee reported bill includes the same subsidies, plus a program added
in a Riegle amendment that provides more generous subsidies for the purchase of health
insurance by pregnant women and children. Under this provision, full subsidies for this
population would be provided up to 185 percent of poverty, phased out by 240 percent of
poverty. Although CBO has not yet released its analysis of the Finance bill, the Riegle
provision should increase coverage by another 2 percent.  That would mean the Finance
Committee bill would increase the percentage of the population with msurancc to 93
percent.
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FROM: CAREN WILCOX
DATE:  JULY 26, 1994
RE: NACDS

~I’ve attached the following.for your .in‘formgtio‘n.' ‘ ‘ ‘ o
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Activities Conducted to Support President Clinton’s Health Care Reform Initiative
By the Community Retail Pharmacy Health Care Reform- Coalition

The Community Retail Pharmacy Coalition, consisting of the National Association of
Chain Drug Stores (NACDS) and the National Association of Retail Druggists (NARD) -
was one of the first groups to endorse the President’s health care reform plan and has
consistently been highly vocal and active in generating support among its members, its
pharmacy customers and the elderly.

The Coalition is particularly supportive of the pharmacy-related provisions of the HSA,
especially the Medicare Outpatient Drug Benefit. The Coalition’s primary issue is the
provision requiring drug manufacturers to give equal access to discounts for purchasers
meeting the same terms and conditions established by the mamufacturer.

Currently, manufacturers give significant discounts to preferred purchasers of
prescription drugs (mail order pharmacy, HMOs, etc.). The cost of these discounts are
shifted to retail consumers. Consequently, every consumer who purchases prescription
products in a local pharmacy -- including senior citizens -- subsidizes the lower prices
given to the preferred buyers. The President’s proposal ends this practice by requiring
that the discounts be offered to retail pharmacies if they meet the terms and conditions
set by the manufacturer. The Coalition does not seek favorable treatment, only equitable
treatment. All consumers -- especially senior citizens -- will benefit from this provision
and costs to the federal government will be lower.

The Coalition took the lead in establishing the Small Business Coalition for Health Care
Reform, which today consists of 29 national organizations representing more than
625,000 small businesses employing more than 5.5 million Americans. The Small
Business Coalition actively supports universal coverage with a shared responsibility
between employer and employee, and actively counters the misinformation and opposition
activities of the National Federation of Independent Business. Activities undertaken by
the Small Business Coalition include letter writing campaigns. and an aggressive program '
of editorial board visits and med1a interviews.

Additionally, the Community Retail Pharmacy Coalition has testified several times in
support of the President’s bill, and provided numerous sites for pro-Clinton health care
reform rallies and events.

Izadershipv of NACDS also independently developed strong corporate support from other
large corporations both within and outside of the retail chain drug store industry for the
President’s plan. '

The Community Retail Pharmacy Coalition of NACDS and NARD have been a true
supporter the White House could always count upon as a supporter of the President’s
health care reform objectives and continues to work for a successful conclusion.



FUNDING 1995 1996 1995-1996 1997
SOURCE

Tobacco 1.8 2.4 4.2 13.
Medicare 0 1. 1.9 3.1
revenue

provisions

Medicare 1.4-1.7 6.6-7.1 8 - 8.8 9.6~
savings ' 10.1
Medicaid o ' 0 0

savings

TOTAL 3.2-3.5 10.9 - 11.4 | 14.1 - 14.9




1996

1997

2000

Make sure the program is for previously uninsured
children and pregnant women. ’ C ‘

TWO CONCerns:
.. Not reallstlc to have an employer mandate without

some subsidies for low- -wage large employers. Very
large marglnal tax on employers. :

i

. Not really fair to sub51dize large emploYere ,and

not smaller ones that are offerlng coverage.

- . An 1nd1v1dual mandate for some employees w1thoutn

universal coverage, does not really work. ' For
example, people that lose their job would lose
their subsidy, which is very strange. Also we
would subs1dlze the worker but not his or her
spouse? :

'Suggest-~ Mandate all flrms to cover workers as of
‘ 1998 Employer sub51d1es in. 1998

-No 1nd1v1dual mandate until everyone is requ1red to

‘have coverage. No individual sub31d1es until universal
' coverage. ' : ' '

Suggeat Mandate all 1nd1v1duals to have coverage in
2000. 'Provide individual sub31d1es.' Mandate employers

‘to contrlbute toward family coverage.,

- Cost Contalnment. Suggest trlggerlng premium caps for community
. rated market.: Consider allowing large employers to join '
community rated market, with 10-year demographic adjustment.
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THE EECRETARY OF REALTH AND HKUMAN 3ERVICES
AR mGrOMN, B.L. JOJOL

June 8, 1994

2he Honerable Albert Gors, Jr.
President ¢of the Senate
washingtoa, 0C 20810

pDear Mr. Preazdentx

Enclosed for consideration by the Congress is a drart bill
"To make changa: in Madicare and Hedicazd data collcction

:oquirements. R

: The draft bill would postpone by 18 mnnths tha requiremant
for employers to collect health plan enrollment data for the

‘Medicare and Medicaid Coverage Data Bank. The draft bill would

alsoc raequire Medicare intermediaries’.and carriers to collect and
match data from their private lines Of business with Medicaras
data for the purpose of carrying out the Medicare secondary payer
provisions, and would require us to send questionnaires
concerning private haalth plan coverage to individuals shortly
betora thcir Medicare coverage begins.

Delaying the implementatxon of the data bank provigions
would allow us to work with Congress and the business community
to ensure that the data bank minimizes the burden on employers

' and is consistent with health care reform. The requiremant that

‘Medicars intermediaries. and.carriers. collécthn match: ;private
data with Madicare data would prevent the inapp atc ayment
of Medicare funds, would.raduce conflict of: 1ntarast}p:o lems,

and would lessen the workload for recoveries that utilize matches -

with Social Security and Internal. Revenue Service data. The

- initial ‘enrollment quastionnaire would identify many. secondary
- payer-gituationa before

beneficiary filed claims and would also‘
help to p:evcnt mistakon\primary paymgn s.~nuh, ‘

. The 18 month dclay in collocting health pIan enrollment dats
would result in an increase of .$348. mitiion in entitlement
spending over fiscal ‘years 1995 through 1999, but this increase
would be-offset by savings of $3150 million for the .sane period

reaulting from: incermediary and carrxet*data collaction and
E 198 " of 52 million.

. The provis;ona of thc drnftmb;ll ate describcd in detail in
the anclcoed sect;on-by-sectxon tumma:y. '

We urge the Congresc to giva tha dratt bill its prompt and
favoxablo conszderation. -
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' rage 2 - Ths chozablﬁ Albert Gora, Jr.

We arefad;isgd ?y the Office of Management and Budgat that
enactment of the draft bill would be in accozrd with
of the President. the progran
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SUMMARY OF PROPOSED MEDICARE AND MEDICAID
DATA COLLECTION RHEKﬁHENTS OF 19954

: SQction 1 assigng tha drarft bill the short title "Madicaro
and Medieaid Data Collection Amendments ot 19941,

Section 2 postpones by 18 months the requirement tor
employers to collect data for the Maedicare and Madicaid Coverage

. Data Bank.

Section 3 requires Msdicare intermediaries and carrisers to
collect and maintain data (as may be gpecified by the Secratary)
trom their private lines of business, and match those data with
Maedicare data, for the purpose of carrying cut tha Medisare
secondary payer provisiong.’

Section 4 requires the Secrotary to gend a questionnaire
concerning private health plan coverage %o individuals at least
two months before they become entitled to Medicare Hogpital
Insurance (HI) benefits (or at the tima of applicatien for-
Medicare benefrits by individuals not entitled to HI coverags).
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A BILL

To make changas in Madicare and Medicaid data collection

requirenants.

‘SECTION 1 SHORT TITLE AND REFERENCES IN ACT.
(a) short ritlBoT‘Thi. Act may be cited as the "Medicare and
Medicald Data Collection Amendments of 1994".
(b) Refaraences in Act.-~The amendments in this Act apply to
the Social Security Act. . |
SEC. 2. DELAY IN IMPLEMENTATION OF MEDICARE AND MEDICAID COVERAGE
DATA BANK.
Section 1144(c} (1) {(2) is amended-~
(1) by striking “x994" and inserting Mipest, snﬁ
(2) by insertinq "for thc oix month peried beqinning on
July 1. 1995 and“ after "paragraph (5)“
SEc. 3. DATA NATCHING BI INTER&EDIARIES AND CARRIZRS.
(a) In Genaral.--rhe last aantence ot section lsls(c)(l) and
the last santenc¢ of aaction 1842(b)(2)(k) Are sach amondcd--
(1) by strikinq "may not" and inserting 'ghalln, and
(ZL by atrikxng "matoh data obtained other than in its
activities andor.thia.pa:g vith data used in the
administraticn of thié pait"'ahd {nserting ”célliét and
maintain data (as may be spécifxcd by tha Sacfétary) related
to ita activitias (cr the activities of any othar entity

undar conmon ownership or -control) other than its activities
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‘under this part, and mgtcﬂ those data vith data used in the

administration of ﬁhic'part,". | :

(b)ATechnical Amendment.--The last sentence of geotion”
1816(c) (1.) and the iaﬁ; sentence of saction 1842(b) (2) (A) are
each further amended by striking "1871" and inserting "1874",

(c) Effective Date.~-The amendments mads by subsection (a)
apply to agreements and contfacts. entered into or renewed artir
3b days after the dats of enactment of this Act.
SEC. 4. MEDICARE INITIAL ENROLLMENT QUESTIONNAIRES. ‘

(a) In General.--section 1863(b)(5) is amended by adding at

the end the following:

(D) obtaining information from beneficlarvies.--at
" least two months before an individual will become .
entitled (upon application) teo benafits under part A
{or when the Secretary iavtirst 1£ro;?e§ of that
entitlament, if later), or at the tima an fndividual -
_applies for enrollménﬁiundor part B (or applies under
section 1818 for enrellment under part A), the
'Secratary chall provide tht individual a queationnaire
to obtain information oh whether the individual is
coversd under a primary plan and on the naturc of that
coyerage."..
(b) Effactiva Data.--Tha amendment made by subsgcti§h (a)
applies to entitlements under part A of titls XVIIT of the Social

SQdurity Act that begin after, and to enrollments under that

title that occur after, 1994.
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'Subject: = HCFA Additional Medicare Savings

" From: ~ John Richax‘dson‘fé~ .

July 25, 1994

Health D1V1s1on%§g

Office of Management and Budget

Executive Office of the President
Washington, DC 20503

Route to: . Nancy-Ann Min | S Decision needed - _
. . : ’lease sign -
Chl‘l\S‘ J ennmgs' Per your request - -
Barr y Clendenin \ Q o ‘ Please comment JE—
' ’ : : For your information X_.

With informational copies for:

Proposals of July 24 L. Nichols, HFB/HD Chrons

We have prepared three tables (attached) that show the effects of HCFA’s July 24th
proposed additions to the Senate Medicare savings package. As with HCFA's July ‘
21st “$25 billion additional savings” packages, the new alternatives put almost all of
the additional savings after FY 2000.  If our proposed additions (high-cost medical
staffs and full lab coinsurance) are not included, none of the three packages will
raise the FY 1995-2000 total to $80 billion -- Option D1 is closest at $79.7 b11110n

Option D is Building Block HCFA's packages are proposed as additions to Optlor\ D.

. HCFA proposes three versions of further hospital market basket update reductions:

Option D1: - MB minus 2% (FY 1998-2004) for urban hospitals -
MB minus 1% (FY 1998-2004) for rural hospitals

Option D2: MB minus 2% (FY 1999-2004) for urban ‘hospitals
MB minus 1% (FY 1999-2004) for rural hospitals

Option D3:  MB minus 2% (FY 2001-2004) for all hospitals -
MB minus 2% (FY 2000) for urban hospitals only -

~ Because of these spec1f1cat10ns, most of the savings in these proposals come from

reductlons in payments to urban hospitals.

Note: The first page of the attached tables is unchanged since Friday -- it should '
serve as page 1 for all three additional packages.

Attachments



MEDICXRE OPTION - SAVINGS AND COSTS
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OPTION D -Page 1 7/25/04  12:52
Estimated CBO scoring
All estimates are preliminary and unofficial
($ millions, by FY) .
' - 5-yrTotal 6-yr Total 10-yr Total
PROVISION . 1995 - 1996 1997 1998 1999 2000 2001 2002 2003 1995-1999  1995-2000  1995-2004
PART A - Savings/Receipts . o
Hospital Update at MB-1.0 (1997-2000) 0 0 277 -1,005  -1918 2986  -3318 -3798 4,158 -3,200 -6,186 -22,014
DO NOT Reduce Indirect Med. Educ. Payments 0 0 0 0 o 0 0 0 0 0 <0 0
Reduce Payments for Hospital Capital 0 808 977  -1216  -1598  -2,097 2,063 2,449 2,651 -4,599 6,696 -16,831
Phase Down DSH (20% reduction) 0 -112 370 -1,006 -1,097  -1,196 . -1304 -1,422  -1)551 -2,585 -3,781 9,750
Cash Lag During GME Funds Transfer 0 61 92 -191 <264  -336 -414 -499 -591 -608 T 944 -3,139
Extend OBRA93 SNF Update Freeze 0 63 -150 -188 204 -218 -233 -249 -266 . -605 - -823 -1,855
Prohibit PPS Exemptions for New LTC Hosp -20 -40 -70 -100 -130 4170 =220 =270 -320 -360 -530 -1,710
Part A Interactions 0 - 0 26 134 228 336 - 408 - 449 495 388 724 - 2,649
Extend HI Tax to All State/Local Employees 0 -1595 -1590 -1485 -1470 -1,360 -1340 -1205  -1,055 -6,140 -7,500 -12,000
PART A - Costs -
Medicare Dependent Hospitals (ends FY99) 40 50 50 50 10 0 0 0 0 200 200 200
Rural Transition Grants (authorization; non-add) 30 30 30 30 30 0 o - 0 0 150 150 150
Part A Sub-total 20 . <2629 3450 5007 6443 8,027 - -8584 --9443 -10,097 -17,509 25,536 -64,450
PART B - Savings/Receipts -
Use Real GDP in MVPS for Physician Services 0 0 -258 -803  -1606 2477 3305  -4206  -5301 2,667 -5,144 -24,545
Set Cumulative Growth Targets for Phys Sves 0 0 75 -1,725 2,325 -1,500 -1,625 -1,850  -1975 -3,975 5475 ;13,125“
Cut 1995 Physician Update (-3%; PC exempt) -252 416 -458 -499 - -540 -583 629 -680 _ <735 -2,165 -2,748 5586
Eliminate Formula Driven Overpayment -480 -1,012 -1333 41,760 -2,346 -3,181 -4.224 -5,480 -7,057 -6,931 -10,112 -35 859
Competitive Bidding for Lab Services -47 .-236 -266 -298 -333 -373 -419 471 -531 -1,180 -1,5563 -3573
Competitive Bidding for Oxygen/MRI1/CT -31 -155 -172 -189 206 24 244 -267 =292 -753 -977 -2,099
* Lab Coinsurance (MD+0OPD)* o -411 -687 -761 -866 970 -1,086 -1,219  -1,358 - -1545 3,695 -4,781 . -10,647
Prohibit Certain Physician Self-Referrals .0 0 0 0 0 0 0 0 0 0 0 0
Resource-Based Practice Expenses for Physicians 0 0 0 0 0 0 0 .0 0 - 0 0 0
Extend Part B Premium at 25% of Costs (net) 0 542 1432 2,116 1,504 154 -1368 - -3267 -5,589 5,594 5,748 -11,706
Income-Related Part B Premium 0 110 1,730 -1,230 -1,660 2,010 -2,470 -3,030 -3,700 -4,630 -6,640 -20,360
" PART B - Costs . ‘ V - ‘ ;
Incentives for Physicians for Primary Care 0 0 0 0 0 0 0 0 0 0 0 0
Prohibition on Balance Billing 0 118 195 213 230 248 268 289 312 756 1,004 2,210
Payments to Eye/Ear Specialty Hospitals 2 . 3 3 0 0 0 0 0 0 8 8 8
Payments for MD Assistants/Nurse Practitioners 0 0 100 170 210 250 310 380 470 480 - 730 2,470
Part B Sub-total  -1219  -1853 3173 - -43871 8042 -10,782 -14,925 -19940 -25943 -19,158 29,940 -122,912
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. MEDICARE OPTION - SAVINGS AND COSTS
: Estimated CBO scoring :
All estimates are preliminary and unofficial
($ millions, by FY)
. S-yrTotal 6-yr Total 10-yr Total
PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 2003 1995-1999  1995-2000 1995-2004
PARTS A and B - Savings : .
10% Copayment for Home Health Services -104 -1,156 -1375  -1550  -1,674 -1,815 -1969 2,136 -2,317 . -5,859 7,674 -16,609
" . Home Health Copay - no 30 day window -52 -578 -688 -775 -837 -908 985  -1,068 -1,159 2,930 ;3,838 - -8307
Extend OBRA93 Medicare Secondary Payer 0 0 0 0 -1,219 -1,788 -1,906 -2,131 -2,163 -1,219 -3,007 -11,510
HMO Payment Improvements : -30 -90 165 -250 -350 -400 -440 -490 -540 -885 -1,285 -3,350
Reduce Routine Cost Limits for HHAs 0 0 -292 -551 -669 -732 -800 -876 -956 -1,512 -2,244 -5,925
Expand Centers of Excellence - 0 -100 -110 -90 - -80 -60 -30 -10 0 - -380 - -440 -480
PARTS A and B - Costs -
Repeal Medicare/ Medicaid Data Bank 57 154 347 388 - — C—= - .- 946 946 946
Parts A and B Sub-total -129 -1,770 -2283  -2,828 4,829 -5,703 -6,130- - -6,711 -7,135 -11,839 . -17,542 -45,235
HCFA Proposed Changes (7/21/94): : ]
Lower MSP threshold from 100 to 20 employees 0. 0 0 -176 -236 -303 -342 -266 -392 412 -715 -2,135
‘Extend ESRD SecondarY'Payer-to 24 Months 0 -84 -119. -127 -140 -154 -169 -186 205 -470 . -624 -1,409
Cut 1995 Phys Fee Update add'l -1%; incl. PC -100 -225 -240 -250 -240 -250 -250 -250 -255 -1,055 -1,305 -2,315
Increase DSH Phase-down from 20% to 33% 0 -74 -246 -669 -730 -795 -867 - -946  -1,038 -1,719 -2,514 "-6,490
HI Interaction 0 2 7 20 22 24" 26 - 28 3 51 75 194
Correct MVPS Upward Bias (eff. FY95 MVPS) 0" 0 - -2 210 - -910 . -1,880 -2,770  -3,600 . 4,490 -1,140 . -3,020 -19,360 .
TOTAL with HCFA 7/21 Changes - -1,428 -6,633 -9,599 -12393 -19,223 -26,370 -32,386 -39,464 -47,549 -49,276 -75,646 °©  -250,987
Possible Additions to Reach Savings Targets ) .
Reduce Payments to High-Cost Medical Staffs 0 0 "0 -524 -804 -763 -820 -937 -971 -1,328 -2,091 -5,771
Coinsurance for Independent Lab Services* -273 -458 - -527 -578 -646 -724 -812 -926 -1,030 -2,482 -3,206 -7,136
TOTAL with All Additions as of 7/21 -1,701 7,001 -10,126 -13,495 -20,673 ~ -27,857 -34,018 41,327 »-49,55.0 -53,086 -80,943 -263,894
" *These proposals could be combined into one lab coinsurance proposal, as in the HSA and SFC Chairman's
Mark. If not combined, savings from MD+OPD provision by itself could be substantially reduced (up to 50%).
Option D1: _ s 5yrTotal ‘6-yrTotal 10-yr Total
HCFA Proposed Additions (7/24/94): 1995 1996 1997 1998 1999 2000 2001 2002 1995-1999  1995-2000  1995-2004
URBAN Hospital Update at MB-2.0 (1998-2004) 0. 0 0 - -583 -1,335. -2,226 -4,124  -6,608 -1,918 -4,144 -36,629
RURAL Hospital Update at MB-1.0 (1998-2004) 0 0 0 0 0 0 -123 -281 0 0 -1,544
Part A Interactions 0 0 0 17 40 67 127 207 57 124 1,145
Sub-total, 7/24 HCFA Additions 0 0 0 566  -1,295 -2,159 4,120 . -6,682 -1,861 -4,020 -37,028
|TOTAL with HCFA 7124 additions 41,701 -7,091 -10,126 -14,061 -21,968 -30,016 -38,138 -48,009 -54,947 84,963 - -300,922]
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DICARE OPTION - SAVINGS AND COSTS

Estimated CBO scoring
All estimates are preliminary and unofficial

(% millions, by FY) ‘ ) -
; o . : . S oo ' # s-yrTotal 6-yrTotal 10-yr Total
PROVISION™ - | 1995 1996 1997 1998 1999 2000 2001 2002 . 2003 - 20043 1995-1999  1995-2000  1995-2004
PARTS A and B - Savings ‘ V : o L © » oo
10% Copayment for Home Health Services ©-104 1,156 -1,375.- 1,550 - -1674  -1,815  -1969 2,136 2,317 -5,859 7,674~ 16,609
Home Health Copay - no 30 day window -52 -578 -688 775 -837 -908 985 - -1,068  -1,159 2,930 -3,838- - -8,307
Extend OBRA93 Medicare Secondary Payer . : 0 0 .0 0 - -1,219 -1,788 1,906 2,131 -2,163 -1,219 -3,007. -~11,510
~ HMO Payment Improvements e St =30 . 80 -165 250 - -350 400 440 . -490 -540 -885 -1,285 3350 .
Reduce Routine Cost Limits for HHAs - O 2292 . .-551 -669 732 - 800 -~ -876 -956 -1,512 -2,244 -5925 .
Expand Centers of Excellence .0 100 -110 90 B0 60 . <307 10 ~ 0 - -380 - - 440 . -480
PARTS A and B - Costs ’ ’ B . ' C s . ; - ‘
Repeal Medicare/Medicaid DataBank ~ - 57 154 .. 347 . 388 i - = - 946 946 946 -
’ Parts A and B Sub-total L1290 -17700 2,283 0 2,828 4829  -5703 6,130 ---6711 7,35 -11,839 - -17,542 45,235
HCFA Proposed Changes (7/21/94): . : . . ST . : oo ‘
Lower MSP threshold from 100 to 20 employees - 6. 0 0 -176 0 2236 -303 0 342 -266 -392 -412 . 715 -2,135
- Extend ESRD Secondary Payer to 24 Months 0 B4 -119 2127 - - <140 154 169 -186 205 470 . -624 . 21,409
Cut 1995 Phys Fee Update add'l -1%; incl. PC’ -100 <225 . 240 250 -240 -250 250 0 -250 -255 -1,055 1,305 . -2,315
Increase DSH Phase-dowu fmm 20%t033% 0 =74 - 246 669 -730 -795 867 -946 ~ -1,038 -1,719 . 2514 . -6490
HI Interaction 0 2 . 7 20 22 24 7 26 28 3 51 75 194
Correct MVPS. Upward Bias (eff. FY95 MVPS) -0 0 .20 210 910 -1,880 . 2,770 3,600 4,490 ~1,140 3020 . 19,360
TOTAL with HCFA 7/21 Cimnges . -1,428 -6,633 . -9,599 -‘12,393 -19,223 - -26,370 ©-32,386 -39,464 -47,549 -49,276 75,646 -250,987 .
Possible Additions to.Reach Savings Targets S e o i e N .
Reduce Payments to High-Cost Medical Staffs 0 S0 0 524 -804 763 820 937 971 -1,328. 2,091 5,771
Coinsurance for Independent Lab Services* =273 -458 527 . 578 . -646 724 -812 926 -1,030 -2,482 . 3,206 -7,136
"TOTAL with All Additions as of 7121, o }1,701 =7,091  -10,126 13,495  -20,673 - 27,857  -34,018 41,327 -49,550 - -58,056 V --53,086 = -80,943 263,804

*These proposals could be combmed into one lab coinsurance proposal as in the HSA arid SFC Chairman's.
- Mark. 1f not combined, savmgs from MD+OPD prowsmn by itself could be substanhally reduced (up to 50%).

_Op_tion D2: '-Swy'rTotal 6-yr Total 10-yr Total

HCFA Proposed Additions (7/24/94): - 1995 ° 1996 1997 1998 1999 2000 2001 2002 2003

1995-1999 . 1995-2000- 1995-2004 -
URBAN Hospital Update at MB-2.0 (1999-2004) 0 0 0 -0 -667  -1484 | -3,300 -5,664 -8,268 -667 -2,151 -30,702
RURAL Hospital Update at MB-1.0 (1999-2004) 0 0 0 0 0 0 -123. -281 -463 0 0 -1,544
Part A Interactions . - 0 0 0 .0 20 45 103 178 262 20 65 968
0 0 ] 0 -647 -2,086 -31,278

Sub-total, 7/24 HCFA Additions - -647 . 1439  -3320  -5,767 8,469

|TOTAL with HCFA 7/24 additions ‘ 2,701, 7001 10126 13495 -21,320 -29,206 -37,338 47,094 58,019 -53,733 -83,029 -295,172]
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MEDICA RE OPTION - SAVINGS AND COSTS
" Estimated CBO scoring
All estimates are preliminary and unofficial
($ millions, by FY) . : .

, - ) ' . : _ 5-yrTotal 6-yr Total 10-yr Total
PROVISION : 1995 1996 1997 1998 1999 ° 2000 . 2001 2002 - 2003 20045 1995-1999 1995-2000  1995-2004-
PARTS A and B - Savmgs o . . _ ’ : R .

10% Copayment for Home Health Serv1ces -104 -1,156 -1,375  -1,550 -1,674 -1,815 - -1,969 -2,136 © -2,317 -5,859 T 47,674 . -16,609
Home Health Copay - no 30 day window -52 . -578 . -688 =775 -837 . -908 -985 . -1,068 -1,159 2,930 -3,838 - -8,307
Extend OBRA93 Medicare Secondary Payer 0 -0 0 0 -1,219 -1,788 -1,906 22,131 -+ 2,163 -1,219 ‘ »3,0(57 -11,510
HMO- Payment lmprovements ’ -30 -90 -165 250  -350 -400 ' -440 - -490 -540 -885 -1,285 -3,350
Reduce Routine Cost Limits for HHAs 0 S0 -292 --551 -669 -732 -800 . -876 = -95 -1,512 .-2,244 .=5925
Expand Centers of Excellence, : 0 -100 . -110 © 90 80 - -60 -30 C-10 0 -380 -440 -480
PARTS A and B - Costs ) : ' _ ' - ‘ _ _ ,
Repeal Medicare/Medicaid Data Bank " 57 154 - 347 388 - — e - 946 946 - 946
_Parts A and B Sub-total -129 -1,770 . -2,283 -2,828 -4,829 -5,703 -6,130" - -6,711 7,135 -11,839 -17,542. -45,235
~ HCFA Propoéed Changes (7/21/94): . . S - . o .
~Lower MSP threshold from 100 to 20 employees 0 0 0 -176 236 -303 -342 266 . -392 -412 -715 2,135
"Extend ESRD Secondary Payer to 24 Months 2.0 -84 . 119 0 . -127 0 -140 154 -169 186 -205. 470 T . -624 -1,409:

. Cut 1995 Phys Fee Update add'l -1%; incl: PC -100.. 225 240 . 250 240 -250  -250 -250  -255 -1,055 - -1,305 22,315
Increase DSH Phase-down from 20% to 33% 0 74 . 246 -669 -730 795 © 867 946 11,038, -1,719 -2,514 -6,490
HI Interaction e 0 -2 7 20 .22 24 26 28 31 51 . 75 - 194

- Correct ‘MVPS Upward Bias (eff FY95 MVPS) -0 0 . .20 -210 -910  -1,880. -2,770 - :3,600  -4,490 -1,1490  -3,020 -19,360
TOTAL with HCFA 7/21 Chunges - 41,428 - 6,633  -9599 -12,393 -19,223 -26,370 -32,386 - -39,464 = -47,549 -49,276  -75646 °  -250,987
Possible Additions to Reach Savings Targets . . : L : . . k :

Reduce Payments to High-Cost Medical Staffs 0 0 .0 -524 -804 763 820 937 -971 -1,328 - . 2,091 5,771
Coirisurance for Independent Lab Services* 273 458 - 527 578 646 724 812 926  -1,030 2482 3206 . -7136
TO'TA-L wiih All Additions as of 7/21 41,701 -7,091 ~ -10,126  -13,495 -20,673 -27,857 -34,018 41,327 -49,550 -53,086 -80,943  -263,894

" *These propbsals could be combined into-one lab coinsurance proposal, as in the HSA and SFC Chairman's
Mark. If not combined, savings from MD+OPD provision by itself could be substantially reduced (up to 50%).

: Optlon D3 E . . . : 5-yr Total ‘_ 6-yr Total = 10-yr Total

- HCFA Proposed Additions (7/24/94) 1995 1996 1997 - 1998 1999 - 2000 2001 - 2002 2003 19951999  1995-2000  1995-2004
Hospital Update at MB-2.0 (2001-2004) 0 0 S0 0- 0 0 -189% -4340 -7,128 0 0- -23,772
URBAN Hospital Update at MB-2.0 (2000) 0 0 0 -0 0 722 -825 944  -1034 0 -742 -4,677
Part A Interactions 0 0 0 0 (U 22 -82 159 - 245 ‘_ : 0 22 854

: Sub-total, 7/24 HCFA Additions 0. 0 0 0 0 - 720 | -2639 - -5125 7917 ' -11,194 "0 -720° -27,595
[TOTAL with HCFA 7/24 additions 41,701 - 7,091 -10,126 -13,495 -20,673 -28,577 -36,657 46452 -57,467 -69,250% .-:53,086 -81,663  -291,489]
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COMMENTS REGARDING CBO QUESTIONS (7/24/94)

Subsidies are not really a fixed percentage of the average
premium. They are a fixed percentage of the applicable

- premium for plan chosen by the individual (up to the fixed

percentage of the  average communlty—rated premium for the
HCCA).

Prior to the mandate, the self-employed would be treated
like non-workers.

‘After the mandate: [to be determined]

Prior to the mandate, dual earners can choose coverage
through either employer. The non-enrolling employer pays
nothing. Alternatively, dual earners can split coverage
between the two employers. In other words, status quo.

Suggestion for after the mandate:

° Dual earner families enroll as a unit with either
employer.
. The enrolling employer pays at least 50% of the premium

for the family.

° A non-enrolling employer pays 50% of the appropriate
‘'policy based on the reference premium for the HCCA.
Payments from non-enrolling employers are converted
into "dual earner credits" separately for couples and
for single-parent/two-parent families.

. Any entity (an employer or a non-worker) paying an
employer share of a family (or couple) policy receives
the "dual earner credit.”

s Employer subsidies are calcuated on the net premium
obligation (i.e., after the "dual earner credit"). For.
an employer receiving a subsidy on behalf of a worker,
the government in effect receives the "dual earner
credit."

Cost sharing subsidies cannot work quite like the HSA
because of employer choice.

Possible structure:

For people who are under 150% of poverty and are not
receiving AFDC:

° People who are working for communlty -rated
employers.

- No cost sharing subsidy is available if the



A1

- person could enroll in a lower or combinaion
cost sharing plan with a premium at or below
the weighted average premium of the HIPC .
offered by the employer through which they
enroll.

-- Otherwise, the person may enroll in a higher
cost sharing plan and have their cost sharing
reduced to the lower cost sharing level.

People who enroll in a plan through an experience-

‘'rated employer are not eligible for cost sharing

subsidies (unless there is no lower or combination .
cost~-sharing plan in the area (i.e., their
employer has to offer a lower and/or combination
cost-sharing plan if one is available).

People who are not working:

-- No cost sharing subsidy is available if the
person could enroll in a lower or combinaion
~cost sharing plan with a premium at or below
" the weighted average premium for community-
rated plans in the HCCA,

- Otherwise, the person may enroll in a higher
cost sharing plan and have their cost sharing
reduced to the lower cost sharing level.

People who are AFDC recipients:

To be eligible for a cost-sharing reduction, an
AFDC recipient must enroll in a lower or
combinaion cost sharing plan with a premium at or
below the weighted average premium for community-
rated plans in the HCCA if one is available.

‘"If no such plan is available, the AFDC recipient
~ would be eligible for a cost-sharing reductlon in

a higher cost sharing plan.

An AFDC recipient that is eligible for cost-
sharing reduction would have their cost sharing
reduced to 20% of the lower cost sharing level.

Suggestlon from BR: Leavekemployer.sobsidies uncapped for

now.

An employer who does not now offer coverage at all should be‘

able to claim subsidies.

Employer subsidies should not depend on coverage avallable
through a spouse.
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10.

11.

12.

13.

14.

15.

16.

17.

'Employer subsidies available for expansion within a class

(class is full-time or part-time). Test of coverage is
$500, not what type of coverage is offered. To get a
subsidy, employer has to offer to pay for employee and
dependents.

Class of worker is juet full-time or part-time.

Self-employed treated like non-workers and would not be
eligible for employer subsidy. A sole proprietor with a
minimum number of employees (suggest: three) that reports a
specified minimum amount of wages paid would be eligible for
the subsidy.

Employer subsidy would not be available to employee 1eas1ng
firms.

[We need to check what numbers reflect for employer
subsidies for state and locals] Suggestion from BR: Do not
give subsidies to them. ’

Confirmed with BR: Want to use finance-type
nondiscrimination rules.

Plan can do pure community rating or use standard age
factors, but nothing in between.

Assumption: HIPCs can negotiate 1ower'rates, but the lower
rate become a plan's community rate.

The internal risk adjustment system takes into account the
payments from the cross-pool (i.e., XR) risk adjustment.
The cross-pool risk adjustment is essentially a per capita
assessment. Why is this hard?

XR to CR risk adjustment is just for the higher expected
health care expenditures, not administrative costs.



