i Revenue.Estimale of High Cost Plan Assessment
Assumes Mandate in 2000 (Na Premium Caps) -

(Fiscal Years; $ Billions),

1995 1996 1997 1998 1699 2000 2001 2002 2003 2004 1995- 1895-

i o : ' - 5 1999 2004
35 Percent High Cost Plan Assessmeni 0 0 06 . 12 21 75 122 16.9 219 287 a9 90.3
.25 Percent High Cost Plan'Assessmem‘ 0 0 _ 0.4 08 - 14 51 a2 10.8 14.7 19.2 2.6 60.6
Department of the Treasury ' . ‘ ) July 23, 1994
Office of Tax Analysis S : - : »

NOTE Based on initial specliications which assumed that any plan woukl be subject to the assessment if the premium exceeded target. Does not také i

- contained in July 21 speclfication, in which a plan woutd only be subject to the assessment if, in addition, the weighted average premium for plar..

exceeded the reference premium ior the area.
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lnsurance Assessments in July 22 Option

Assessmems as Percent of Cost of Average Pian

- 2000 - 2004 .
Community “Experienced Community Experienced
. Rated Rated Rated Rated
Plans Plans Plans Plans
Mandate in 2000
Academic Health Centers | " 1.75% 1.75% 1.75% 1.75%
~ Risk Assessment 1/ 1.5% 1.5%
- 25% High Cost Plan Assessment 2/ . 1.4% - 2.0% 3.2% 3.5%
Total . - 32% 5.2% 4.9% 6.7%
% of Plans Subject to High Cast Assessment 99% 71% 100% 100%

2LLTZ29 20282

1/ Com‘munityf—raied plans would receive an oﬁsetﬁhg payment, equal in the aggregale to the revenues coliected by the risk assessment, |

2/ Based on Initial specitications which assumed that any plan would be subject to the assessment if premium exceeded target.
Does not take Into account modification contained In July 21 specification, in which a plan would only be subject to the assessment it
in addition, the weighted average premium for plans in a region exceed the reference premlum for the area.
Ra‘uo is the gross revenue as percent of premiums for taxed plans. '
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THE BECRETARY GP HEALTI AND MymAN IEAVIGED -
‘ WAYMINCTON, O.C. 2¢24!

June 8, 1994

i

The Hoaorable Albert Gors, Jr.
Prasidane of the Senate '
Washington, o€ 20510 X

. Daax MP. P:eaidént;

, Enclosed. for éonaidezation by the Congress i3 a draft bill
“To make changea in Modicars and Medicaid datas sollectien
‘ragQuiramants.,

. - The draft bill would postpone by 18 months the requizement
ror employels to ¢ollesct healrh plan enrollment data for the
Madicars and Mediocaid Coverags Data Bank. The draft bill would
also raquire Medicare intermadiaries and carriarg ¢to ¢sllast and
mateh data from their private lines of business with Medicare

- data for the purpese o carrying out the Medicars sacondazy payer
provisions, and wguld require us %o gend guaestionnaires
converning privats health plaa covarage to individuals shortly
bafara. their HMsdicars covezrage baginsg.

Dalaying the implementation of the data bank provisions
would allow us to work with Congreas and the businase comunity
8o ansure that the data bank minimizoeg the burden on emplayerza
and i{s conaistant with haalth care raforl, The raguirement that
Medicere intermediaries and carriers colléct and match private
data with Medicare dats would prevent the inapprapriate payment
of Medicare funds, would reduce cenflict of intersst problaxs,
and would lassen the workload for recoveries that ytilize matohag
with Sccial Sqcurity and Internal Revenus Jervice data, The
inieial enrolliment quastionnaire would identify many secondary
payar situariens bafore a benaficiary filed elaims and would alse
help te prevent mistaken primary paymenta. ) ‘

""" ™'7he 18 month delay in collesting health plan enrollment data
would result in an lnorease of $348 million {n entitloment
spending over figoaal years 1995 through 1999, but thia incraaga
would be offset by mavings of 5350 millien for the same peried
resulting from intermediary and carrier data collectien and
nmatching, producing & not five ydar savings ol $2 million.

The provisions of the arafe bBLI1l arae described in detail in
.the enclpsed agctioh-by-sectian summary.

Wa urge tha Congress to glve the draft bill its prompt and
favorable considaration. . . .
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Paga 2 - The Honorgbla Albert Gore, JI. .

We ara advised by tha Office of Managamant and Budget that
gnactment of the dralt blll would be In scoord with the progran
of the Prasident.
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SUMMARY ;or PROFOSED MEDICARE AND MEDICAID
DATA. COLLECTTON AMENDMENTS OF 1994

Section 1 assigns the draft bill the short vitis "Madicara
and Madieaid Daba ¢allection Amendments ef 19947,
Saction 2 peostpcnes by 18 months the requirement for

‘. employoru to collect data ror the Medicara and Medicaid Ceverage

: . pata Bank. . )

|

L mS8ction ¥ requires Medicare intermediaries and carrierd To

colf@ct and maintain data (as nay be specifisd by the Secretary)
:rum theizr privats lines ©f business, and match those data wit
Madicazxe data, for the purpece of carrying out the Medicare
sscondary payer prOVLcions.

Section 4 raguiras tha Secretary to send a questicnnaire
cancerning private hsalth plan coverage %9 individuals at leaat
twa menthas before they baeccme antitled to Medicars Hegpital
Insurance (HI) benetits ior at the time of applicatisn rap
Madicare bBenafits by individuale not entitled to HI coverags).

|
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|
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To make changes in Medicare and Medicaid data cellectien

-rtquirchenea.

SECTION 1. SMORT TITLE AND REFERENCES IN ACT.
' (a) Shoxt Title,==-This Act may ba cited a2 the "Medicare und

Medicaid Data Collaction Amandmants of 1994“

{p) Rafarances in Act.--The auendmanta in this Act apply to

the §&Fia1 SEcurity Act.,
SEC. 2. DELAY IN IMPLEMENTATION OF MEDICARE AND MEDICAID COVERAGE

. SEC.

DATA BANK. _
s;etion 1144 (o) (1) (A) is amsnded~-~ .
(1) by strixing "1994" and inserting Mesen, and
(2) »Y ingerting “for the siy nOnth period hcginning an.
July 1, 1995 anda" after “paragraph {8)e.
1. DATA MATCHING BY INTERMEDIARIES AND CARRIERS.

- -(a) in Genaral.~-=The last santunccyot sectleon 1816{c){1) and-

the last ventenas of pection 1842(d)(2) (R) are each amanded-e

(1) by stziking "may not" and inserting "shall®, and
(3) by striking "match data abtained other than in ite

activitiea under this part with data used in the

5adminiutra=£¢n of. this part" and inserting "collect and

maintain data (ag may ke specified by the Secratary) related
to its activities (or the activities of any othar entity

under common ovnership or centrol) other than its activities

@oos
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2
undeyr this part, and mateh thoge data vith data usad im the
adninistration of thla part, ", '
{®) Technical Amsndment,--The last nontcﬁoa of section
1816¢(c) (1) and the laat ssntence of ssction 1843{b)(2) (A} aze
sach furthexr anended by striking “1871% and inserting *i87rsr,
(¢) Eftective Dats.~~Tha anendments made dy aubssction (a)

apply to agreemants and Contracts, entered Into o rsnevea aftar

30 days afrar tha 4ata &f enactmant of this Act. )
8EE. 4. MEDICARE INITIAL ENROLLMENT QUESTIOﬁNlIRES.

e o Pud o

(a) In General.--section 1863 (b) (5) {2 amended by adding at \

« thé and the following:

®(D)} Obtaining informatiorn from beneficlaries.--At
least twe months before an individual will bacone
entitled (upon application) to benefits under part A
(or Vhen the Secrstary is first informed of that
entitlement, if later}. or at tha time an individual
applies fof anrollment under part B (or applies unday
ssction 1812 fer anrcllmant under pazt A), the
o ' Georetary sQall provide the inﬁivi¢ual a quasticnnaire
ts obtain information on whether the individual is
'covered under a primary plan and on the ﬁatur‘ of that
cuge:aqc.".‘ )
{1} Effective Date.-~lhe amendment nade by suhmactian (a)
applics vo entitlements undar part A of title XVIIT of the Sécial
sacurtty-nct that begin after, and to onrollmente under that

titla that occur after, 1954,
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services In violation of subparagrap
. oz

18:22 B

geotion . PARTICIPATION AND LIMITS ON EXTRA-BILLING

{8} - PARSCGIPATION.--Any physiclan or suppliaer may voluntarily

anter inte an agreament with a plan to become@ a participacing
physician or supplier. For purposes of this section, the term

"pacticipating physioclan, supplier or othor person' means a

physiclan, supplier or other person wheo, before the beginning of
a YBEL, entere lnte an agreement with a plan which provides that
such physician, supplier or othar person will accept assignment

for paymant. for all items and servicea furnished to Individuals

snrolled in such plan foy such year.

(p). LIMITATION ON ACTUAL CHARGES.--

{1){A) 1IN GENERAL.--In the case of a physician, supplier op

other person who 18 not a participating physiclan, supplier or
other person and who doos not aceept payment on an assignmont
naeis for a service furnished with respect to an lndividual

enrolled in a plan, the following rules apply:

{1) APPLICATION OF LIMITING CHARGE.--NO person may
bill or collect an actual chacrge for the sexrvice in aexcess
of the limiting charge desczibed in paragraph (2).

: (11} NO LIABILITY FQR RACESS CHARGES.--No person is
liable for payment of any amounts bllled for ths service in
excass of such limiting charge.

- (111) CORRECTION OF EXCESS CHARGES.--If such a

. phyalgian, supplier or ovher person bills, but does not
collact, any actual charge for a service Iln vielatien of
clause {i}, the physician, supplier, or other person ghall
reguce on 2 timely hasls the actual charge billed for the
sarvice to an amount nct to exceed the limiting charge for

tha gervirce.

(iv) REFUND OF EXCESS COLLECTIONS.--If such a
physician, supplier or other persen Collecte &n actual
.charue for a service in vielation of clause (1), the
physician, supplier, or ¢ther peraon shall provida on a
timely basig a refund te tha individual charged in an amount
Ly which the amount ¢ollected excaaeded the limiting chazge
for the gervice. The amount of such a refund #hall be
reduced to the extent the individual has an cutstanding
balance owed by the individual to the physician.

(B} SANCTIONS.~~Xf a phyaiciah, supplier or other person—-~
(1) knowingly ana wulruni bills ox collects for
(A) (1) °n 8 repoated banis,

{4i) fails so comply with clmuse {iil) or (iv) of

subparagraph (A) on a timely basis,

@oo7t
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the plan may apply sanctions specified by the Becretary of
Health and Human Services agalnst tne physician, supplier or
~oth®k porson. :

. {C) TIMYLY BASIS.--Fer purpesce of this paragraph, a
correction of a bill for an excess charge or refund of an amount
with respect t9 u viglation of subparagraph {(A)(1) in the case of
a servico ia considored to be provided 'on & timely basis', if
the reduction or refund is made not later than 30 days after the
date the physician, supplier or othar person iz notifiad by the
Plan of such viclation and of the requiremants of subparagraph

{a).

{2) LIMITING CHARGE DEFINED.--The "limiting charge" shall
bae 125 percent of the recognized payment amount under the plan
for phyeicians, suppllers oy other persons whe are not
participating physieians, euppliers or other persons. For
purposses. of the praevious sentence, the “recognisad payment
amount” means the fee schedule amount established by the plan for
phyeicians, suppliers or persond whe are not particlipating ‘
physicians, suppliers or other persons for that year.

(¢) INCENTIVES FOR PARTICIDATION.--In applying the {ee scheduls
established by a plan in the case of a Rervice fuzrnished by a
physician, supplier or other parson who is not a parcieipating
phveician, supplier or other pergen, the fee schedule amcunt
shall be 85 percent of such amount otharwise applied.
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DATE: 7/6/94
TIME: 6:10 pm

Executive Office of the President
Oftice of Management and Budget
Health Policy

725 17th Street, NW, Room 7021
Washington, DC 20503
FAX: (202) 395-3910 Voice: (202) 395-3844

To: Nancy-Ann Min; Chris Jennings; Ken Thorpe
FAX #: 5-7289; 6-7431; 401-7321

Veice #:

KFrom: Linda Blumberg and Len Nichols

Notes:
" Following is a second version of 50/50, including transitional measures outlined by Ken.

. Everything needs to be fleshed out, but we wanted to make sure that this is the general
direction everyone is thinking about. ‘

Number of Pages (including cover sheet): 3
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Standard benefit packagz = IISA 8%
No mandate unnl January 1, 1999

Transition period = January 1, 1997 tlnough January 1, 1999

- Transition policies are as follows:

. lmplcmcnt insurance reforms and standard benefit pac,kage rules, including
non-discrimination rulcb No SubsldlCS available to employcrs.

g Provide 100% subsidics Lo households under 75% of poverty without current
coverage. Phasc-out percenlage of premium subsidies between 75% and 150%
of poverty.” The same subsidies would be available to those losing Lhen Job‘;

that had insurance through lhen cmpluyment

. P:ovuic a second year of Medicaid fundmg for those leavmb weltare for work,
Covcx age continues through separate Mcdlcmd program.

. Provide constrained growth plan package to cmployers not curfcnt!y offering
' insurance in the small group (< 25) market. Package would be solicitcd by the
- federal government from private scctor insurers -~ plans would agree 10 limit
premium increases to 6-7% per year - see Florida cxperience for details of
how to do this. If employer contributed at least 50% of premium, worker 50%
share would be subsidized on an income-based schedule).

. 2% free rider assessment

. Tobacco tax

]

1% asscssment on 500+, if provide (2% if don’t provide).
Mandme period -- January 1, 1999 anvd kfor'war'd.

. As of January 1, 1999, implement 50% employer mandate on firms of >= 20
workers; individual mandate on families. Those firms with fewer than 20
workers have no mandate, but.must pay a 2% of payxoll assessment ;f they do
not provide 50% coverage to theu- workers. :

. Employers subsidized according to retrcat model 3 (3 5%- 7 9%) for 50% sharc
of standard benefit. - ’ - V

. Community rating for those at or below 500 workers; exp‘criéncc raling above
500 workers. No opt-in 10 comnunity rare, and 1% asscssment on those over
500. : - :

«  Implement a Bradley-esque high cost plan asscssment.
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Community Rating Pool: Target is adjusted mcan in the wmmunily‘
ratcd pool, with growth equal to Ile rates plus 1% (lagged to begin in
1997).

Expericnce Rated Group: Targel is adjusied mean in the experience.
rated pool, with growth equal to HSA rates plus 1% (lagged o begin in’

- 1997). Plan premium will bc adjusted to take the pool s cxperience into
account. for firms of < 1000.

Rate is set such that revenue and subsidy losses due to growth in excess
- of targets is recaptured. :

Household subsidies available for 50% worker share for houscholds up o
200% of poverty. Non-workcr/Carve-out subsidics available for other 50%
share to households up 1o 200% of poverty.

Tax credit expansion for individual prenifum contributions. .

Tobacco tax

1% payroll assesssment on the 500+ firms.
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HIGH-COST PLAN ASSESSMENT é}J / O 7 ‘

The Senate Finance Commmec adopted a provision that would place an annual
$§:ssmcnt on high cost health plans. In the view of its proponents, the amendment has two
purposeS' (1) To achieve market-oriented cost containment by dampening demand for high
: cost hcalth plans and (2) To finance the cost of the legislation.

. The high cost plan assessment would work as follows:

®  The 40% most expensive health plans in each geographic area are subject
~ to an assessment. The assessment is equal to 25% of the dlffcrcnce between
a plan's premium and the average premium in the area.

The 25% least expensive health plans nationwide (adjusted for cost of
living) are exempt from the assessment, even if they are among the most
expensive plans in their area. This provision' is intended to help arcas that
have, in general, kept health carc costs down.

The assessment applies to supplémenta[ benefits as well as the standard
benefits package. :

The assessment would penalize plans with supplemental benefits. Of

particular concern to organized labor is the effcct on many self-insured plans

offcred by large cmployers (which often have lower deductibles and

coinsurance than the standard package). ' "

The assessment would penalize p[ahs whose costs are high because of their
structure (e.g. self-insured fee for service plans often offered by largcr
employers).

The assessment would unfairly affect plans whose premiums are high
because they serve an older or sicker population. This is particularly true of
self-insured plans offcred by large employers in maturc industries, because
these plans do not draw their membership from a broad community. Many of
these plans, for example, have largc retircc p0pulat10ns whose costs tend to be
quitec high.
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Thc amcndmcnt could be changcd or clanﬁcd in rclatWely mmor ways o address

somc of the concerns that ‘have been raised:

. than the averagc for othcr plans

Y

 The assessment would be applied onfy after adjustments for the nsk of a

health plan's participants. This means that plans would not be penahzcd for o
havmg an older or sicker populanon : '

Since self-insured plans oﬂ'ered by larger employers do not partxcxpate in

- risk adjustment, a different assessment mechanism may be appropriate for. - ‘
- them. One approach. woild be to assess self-insured plans based on their

* premium increases rather than their actual premium levels. For example, a

self—insured plan that had a hlgh ‘premium because its members were old or
sick, would. be subject to an asscssment only if its prcmmm mcreascd fastcr

i

Supplemental benef ts could be treatcd separately For cxamplc in the

" Health Sccurity Act; employer—prowded supplcmcntal benefits were treated as
 taxable jncome for employces beginning in 2004. . Of particular importance to
orgamzcd labor is ‘the fact that the Health Security Act did not subject
_employer—provided- cost sharing covcrage (i.c. supplcrnental coverage that -

lowcrs deducnblcs or comsurancc) to- taxanon
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e
. DYNAMIC TATIC L
. Uninsured 21 ! 21 )
' ALL YEAR - S |
: - o " : 9o are \A-5'}°‘""‘ 0‘°b
Uninsured = 37 . 15 nﬁzf',,’
Part Year’ Lo S ~ * C
TOTAL 58 36

NOTE Most of those unlnsured part year are workers in- between
jobs. A
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