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Benefits package 

Premium Subsidies 

-
Comm4 nts on Kennedy Mark 

higher ost sharing, more services, 
esp. pnventive 

more gf nerous for nonworkers and 
exempt workers (assumes 25% of 

VERY ROUGH, 
Directional, 
5 year deficit 
effect, vs. CBO's 
HSA" 

2% below 
CBo1" HSA, per 
CRS memo 

-20 

HSA Ie, el of outsourcing) 
I~--------~~----------~----~~h)~~~ 

Cost"':Sharing subsidies more generous +46 I 

Corporate Assessments + 2% on small firms that don't offer, -#iNOfW 
Other revenue 1% on 000+ (assumes fire wall" Treasury 

Tobacco taxes 

Voluntary alliances 

FEHB 

LTC 

AHC/GME 

State and Local employer 
subsidies 

holds pfrfectly) estimate) 

$1.49 per pack (Stark) -32 

IF CBO scores state regulation as +0 
effective as mandatory alliance : 
regulati( n 

preserve FEHB as an alliance for all +0.5 

self-fum ed, IF premium set 0 
correctly There is long term risk of 
pressure for subsidies. 

more ger erous +27 

ballpark based on CBO's estimate of +18 
HSA payroll caps 

State and Local Employer on units 000+ 
Assessment revenue 

up to -7 

Age rating VERY pI eliminary 

Fed/st. sharing of savings forces sta es to return 25% of their 
savings ill HSA 

+10 (not in 
mark, but 
strongly 
preferred) 

-14 (not clear 
how this will 
work) 
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VERY ROUGH, Comm ~nts on Kennedy Mark 

New Public Health capped 
ENTITLEMENT 

Vulnerable Population 
Adjustment 

Health Research Set-
Aside -' dedicated 
premium tap 

NET EFFECT ON 5 
YEAR DEFICIT, VIS A 
VIS HSA 

. 


Directional, 
5 year deficit 
effect, vs. CBO's 
HSA 

HSAk ~pt this discretionary and . + 3 (could be 10) 
smaller had offsets 

+2 

, 0 
, 

' . -11 

-t::}? 
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State Maintenance of Effort under the Health S curity Act, Year 2000 
' .. " i • i 

MOE Pop. latton MOE Per Index to 
2000 (1) 20e 0 (2) Capita US 

($ millions) (thousands) 2000 2000 

UNITED STATES 23,400 273,217 $86 1.00 

Alabama 171 4,498 $38 0,44 

Alaska. 69 568 $122 1.42 
Arizona 449 3.954 $113 1.32 
Arkansas 101 2,620 $38 . 0,45 

California 3,946 33.588 $117 1,37 
Colorado 201 3,568 $56 0.66 
Connecticut 537 3,472 $155 1.80 
Delaware 33 777 $42 0.49 
District of Colum 142 571 $248 2.89 
Florida 884 14,804 $60 0.70 
Georgia 408 6,977 $58 0.68 
Hawaii 98 1.256 $78 0.91 
Idaho 53 1,143 $46 0,54 
Illinois 857 12.917 $66 0.77 
Indiana 427 6,056 $70 0.82 
Iowa 115 3,117 $37 0.43 
Kansas ;.. 149 t 2.708 $55 0.64 
Kentucky 186 3,951 $47 0.55 
Louisiana 445 4,540 $98 1.14 
Maine 118 1,362 $86 1.01 
Maryland 486 5.253 $93 1.08 
Massachusetts 638 6,263 $102 1.19 
Miohigan 629 9,971 $63 0.74 
Minnesota 256 4,663 $55 0,64 

Mississippi 98 2.900 $34 0,39 
Missouri 618 5,485 $113 1.32 
Montana 28 889 $31 0.36 
Nebraska 85 1.752 $49 0.57 
Nevada 146 1.404 $104 1.21 
New Hampshire 54 1.240 $43 0.50 
New Jersey 657 8,316 $79 0.92 
New Mexico 43 1,669 $25 0.30 
New York 3.656 19,034 $192 2.24 
North Carolina 523 7,185 $73 0.85 
North Dakota 20 ·660 $30 0.35 
Ohio 950 11.983 $79' 0.93 
Oklahoma 160 3.502 $46 0,53 

. Oregon 124 3.243 $38 0,45 

Pennsylvania 882 13,135 $67 0.78 
Rhode Island 85 1,041 $82 0.96 
Soutf"t;Carolina , . 268 f 3,913 $69 0.80 
South Dakota 20 767 $26 0.30 
Tennessee 465 5,393 S86 1.01 
Texas 1,321 18.597 .$71 0.83 
Utah 71 1,880 $38 0.44 
Vermont 30 649 $46 0,53 
Virginia 427 6,657 $64 0,75 
Washington 297 5.439 $55 0,64 

West Virginia 110 . 1.910 $58 0.67 
Wisconsin 148 5,4.69 $27 0,31 
Wyoming 18 508 $35 0.41 

! 

(1) HCFA OAct; ASPE: NOTE: State estim' te s do not sum to U.S, total due to rounding. 
(2) CPS 1992 state population projected to 00ausing national growth rate; 
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Comments on Kennedy Mark 

, 

Benefits package higher,cos sharing, more services, 
esp. preve tive 

Premium Subsidies more gene rous for nonworkers and 
exempt w(J,rkers (assumes 25% of 
HSA level lof outsourcing) 

Cost-Sharing subsidies more gene rous 

Corporate Assessments -+ 2% on sm all firms that don't offer; 
Other revenue 1% on 101 0+ (assumes fire wall. 

holds perf ectly) 

Tobacco taxes $1.49 per pack (Stark) 
, 

Voluntary alliances Assuming lose 1 % growth per year 
(optimistic , IF CBO won't score 
state regu ation as effective as 
mandator " aJliance regulation) 

FEHB preserve J EHB as an aJliance for ,a)) 

LTC self-funde ~, IF premium set 
correctly. There is long term risk of 
pressure or subsidies. 

AHC/GME more gen rous 

State and Local employer CBO esti nates 5-7 per year 
subsidies 

Age rating VERY pc~liminary 

Fed/st. sharing of savings forces st:l tes to return 25% of their 
savings iJ HSA 

New Public Health capped HSA'kep this discretionary and ' 
ENTITLEMENT smaller, 1ad offsets 

. , ' . 
VERY ROUGH, 
Directional, 
5 year deficit 
effect, vs. CBO's 
HSA 

2% below 
CBO's HSA, per 
CRS memo 

·20 ) 

,~ 

+46 

·44 (NOT 
Treasury ..::: 

~mate) 

( .32) 

+30 

+0.5 

0 

+27 

~ 
+10 (not in 
mark,but 
strongly 
preferred) 

·14 (not clear 
how this will 
work) 

+ 3 (could be 10-
+18) 



Health Research Set-Aside 
-. dedicated premium tap 

NET EFFECT ON 5 
YEAR DEFICIT, VIS A 
VIS HSA 

Comments ~:m Kennedy Mark 
, . '. ", 

I 

VERY ROUGH, 
'Directional, 
5 year deficit 
effect, vs. CBO's 
HSA 

o 

+30 

The press release claimed $23 billion in ab~ olute deficit reduction. Since CBO estimated the 
HSA would increase the deficit by $74 between 1995-2000, this very rough ballpark 
assessment suggests that the press release was optimistic by $127 billion. 
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FRIDAY, JUNE 2 

8:15 AM - 8:45 AM 

11:40 AM - 12:40 PM 

6:00 PM - 7:00 PM 

COMMUNICATIONS MEETING ROOM 100 

. MELANNE'S SURPRISE PARTY 
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POLICY MEETING 
ROOM 216 
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PAUL O. WElLSTONE COMMITTEES: 

MINHESOTA 
E~ERGY AND NATUIIAl. RE.SOURC;ES 

LABOR AHO ~IUMAN lIr;eOUIICE8M''''UOTA TOlL FREE NUIIoIIU: 

SMAI..~ BUSINESS1-800-642-8041 tStBtt! ~mQtt INDIAN AFF.<IIRS 

WAS INGTON. DC 20S 10-2303 

June 23, 1994 

Dear Mr. President, 

Last week several senators nd I sent you a letter urging 
continuing firm support for universal coverage as a key feature 
of health care reform. 

lth care consumers and providers

expressed their interest 

Several organizations of 

communicat~ng ~he same mess~ge to 

you. 


I am pleased to present you with a list of the groups that 
offered to sign the letter. I'm certain we are both encouraged 
that ·t:.hls ~mpre8sive list f groups support 100% universal 
coverage, employer mandate , affordable care, cost containment, 
and the option for states implement a state single payer 
system. 

Even more encouraging to m was the signal that so many groups 

and individuals are ready 
 respond to requests from WaShington 
to show their support for hese key issues. 

Health care reform cannot hijacked by big ticket special

interests. Many of us in ongress, and millions of Americans 

around the country, are re dy to stand up and make sure that 

health care reform will no 
 be hijacked by big ticket special

interests. 


We know that we need healt care reform, and we need it this 

year. 


All of us appreciate the rn at recent ~ornments you and Mrs. 
Clinton have made on the i portance of passing a bill that is 
unequivocal on the issue 0 universal coverage. I know that I 
speak for us all in offeri g any help we can provide in assuring
that we accomplish that go 1 in the l03rd Congress. 

Sincerely, 

Paul David Wellstone 

United States Senator 
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June 23, 1994 

President Bill Clinton 
The White House 
washington, D.C. 20500 

Dear Mr. President; 

Our organizations have alwa s shared with you a commitment that 
universal coverage must be he cornerstone of health ca~e refo~. 
That commitment cannot wave as we continue our progress in 
ConqresR to enact comprehensive health care reform legislation. 

We are troubled by comments from the press and some Members of 
Congress that universal co rage is not a realistic goal. 

Universal coverage is impossible unless it meets several critical 
tests. First, it must lncl de meaningful, employer-based 
financing. Unworkable prop sals that would put the burden on 
individuals to pay most of he coats of their care, or project
employer contributions int aome distant future, cannot achieve 
the health care reform tha Americans are counting on. 

Second, all Americans must e covered. Suggestions that .- universal 
coverage should be defined as something less than total coverage,
Buch as 90% or 95%, would ontinue to leave millions of Amerioans 
vulnerable to the double p agues of illness and impoverishment. 
Anyone could lose the lott ry: people who work and those at risk 
of losing their jobs, the lderly and people with disabilities 
and their families, people ith cancer and people with AIDS, 
people in rural areas, w n, men, children. 

Third, coverage must be af .ordable. Meaninqful cost containmemt 
must be included to protee businesses, .individuals, andI 

government entities contri uting to the system. 

Finally, states must have he ability to adopt a sinqle-payer 
system if they determine t rough their own legislative processes,
that would be a fairer or ore cost-effective approach to 
universal coverage. 

universal coverage is not nly a humane goal, one which most 
industrialized countries h va attained. It is also key to ma.king 
health care affordable bec use it would end wastefUl and 
inflationary cost-shiftinq, encourage preventive care, and al19w 
more appropriate use of re ources. Suggestions that we waste 



more years and more lives t nkering around thQ Qdges o£ almost 
covering everyone, tryLng t make health care almost affordable, 
are a diversion from the fa r and workable framework you have 
presented. In addition, it would send an unwelcome si9n~l to tha 
country that its elected Ie dere are unwilling to take the long
overdue etep of guara~teein that every American enjoys health 
security. 

We ask that you remain stro 9 in your commitment to universal 
coverage, affordable for al and fairly financed. While there 
will be areas for compromis during the legislative process,
assuring universal and effo dable coversg9 must not be among 
them. We will assist effor s toward the goal of true universal 
coverage for health care in any way that we cari. 

Sincerely, 

Actors' Equity, Ron SLIver, President 
ACTUP Washington 
AIDS Action Council 
American Association of Chi dren's Residential Centers 
American Association for Ma riage and Family Therapy 
American Association of Pae oral Counsellors 
American Association of Phy ic1ans for Human Rights
American Association of Uni ersity Women 
American College of Physici ns 
American Counselling A.soci tion 
Americans for Democratic Ac ion . 
American Federation of Stat County and Municipal EmployeesI 

Amer~can Med~cal Students A sociation, Terrence Steyer, Nat~onal 
President 

American Psychological Asso 
American Public Health Aseo 
Association of Maternal and 
Association of Mental Healt 
Judge David L. Bazelon Cent 
California society for Clin 
campaign for Women's Health 
Children's Defense Fund 
Churchwomen United 
Citizen Action 
Consumers Union 

iation 
iation, Eugene Feingold, President 
Child Health Programs
Administrators 

r for Mental Health Law 
cal Social work 

Creative Coalition, Blair B own, CO-President 
Family Service America 
Gray Panthers 
Heal't.h Access 
InterHealth, St. Paul, Minn sota 
International Association 0 Pyschosocial Rehabilitation 
International Brotherhood 0 Teamsters 
International Union of Elec ronic, Electrical, Salaried, Machine 

and FurnLture Workers (IU ), William H. Bywater, International 
President 



.. 

Legal Action Center 
Lutheran Med~cal Center, 

vice President 
National Association of 
National Association of 
National Association of 
National Association of 
National Association of 
National Association of Sta 
National Community Menta~ H 
National Council of Churche 
National Council of La Raza 
National Education Associat 
National Federation of Soci 
National Mental Health Asso 

Officer 
National Rainbow Coalition 
National Women's Health Net 

oklyn, N.Y., 3im Stiles, Exeeutive 

unity Health Centers 
sand Se:.cvices for Children 
ection and Advocacy Systems 
ic Hospitals 
al Workers 
e Alcohol and Drug Abuse Directors 
alth Care Council 
of Christ ~n the U.S.A. 

on 
ties for Clinical Social WQrk 
iation, Mike Saenza, Chief Executive 

New York StateWide Senior A tion Council, Inc., Ruby Sills 
Miller, Member of the Boa d 

Oil, Chemical and Atomio Wo kers International Union 
Older Women's League 
Protestant Health Alliance 
Screen Actors GUild, Barry ordon, Nation~l President 
Service Employees Internati al Union 
Sigerist Circle of Medical istorians, Elizabeth Fee, President 
Unitarian Universalist ASBO 'ation of Cognregations 
United Auto Workers 
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Legal Action Center 
Lutneran Medical Cent~r, 

Vice president . 
National Association of 
National Association of 

oklyn, N.Y., Jim Stiles, Exocutive 

unity Health Centers 
s and Services for Children 

National Association of Pro ection and Advocacy Systems 
National Association of Pub ic Hospitals
National Associatiori of Soc al Workers 
National Association of Sta e Alcohol and Drug Abuse Directors 
National community Mental HaIth Care Council 
National Council of Churche 
National Council of La Raza 
National Education Associat 
National Federation of Soci 
National Mental Health Asso 

Officer 
National Rainbow Coalition 
National Women's Health Net 

of Christ in the U.S.A. 

on 
ties for Clinical Social work 
iation, Mike Saenza, Chief Executive 

rk 
New York StateWide Senior A tion Council, Inc., Ruby Sills 

Miller, Member of the Boa d 
011, Chemical and Atomic Wo kers International Union 
Older Women's League 
Protestant Health Alliance 
Screen Actors Guild, Barry 
Service Employees Internati 
Sigerist Circle of Medical 
unitarian Universalist A~so 
United Auto Workers 

ordon, National President 
nal Union 
istorians, Elizabeth Fee, Pr~sident 
fation of Coqnreg8tione 



UNIVER Al COVERAGE 

The commission would re ort to Congress every 2 years on the 
riernographics of the unin ured, and. its findings on why those 
;r:d;viduals were uninsure 

In the event 96% of all mericans do not have health insurancn t.:y 
200', the Commission will develop a package of recommendations to 
Congress d~signedto re ch universal coverage. Special procedural 
provisions (similar to f st-track) would be included for fast 
consideration of this pa kage. 

If Congress failed to a t on the Commission package or defeated it 
without enacting an a ternative, an automatic "Free-Hider" penalty 
would be imposed upo 

Individuals who a not procure coverage (a special provISion 
will be included allowing childless individuals under 30 to 
purchase catast ophic coverage instead of the uniform penefit 
plan): 

??? 8usinesse that do not provide insurance coverage ??? 
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Currenl Baseline Health Spending Eslim 'l~~s Include: 
",1

i 
Medicare I 

',I:
.' 

, .
Mp.dicaid I . 

Tax Spending 
Employer Provider Heal Insurance 10 Employee 
Cafeteria Plans 

Health Care Reform Spending Estimate Include: 

Medicare (including reductio s) 

Medicaid (including reduction ) 

Tax Spending 


Employer Provided He IIh Insurance to Employee 
Expanded Deduction f r Individually Purchased InsurAnce 
Caf1'?te' ia Plans 

New Revenue'!:. for Health Ca e (i,e .. cigarette tax) 

New EMil4Hl1enl Spending ( ubsidies) 


~n any year. if health care reform sp nding would exceed (he current baseline health spending. the 
following automatic actions (each s I to contribute a designated amount of Ihe shortfall) will occur 
to prevent deficit spending: 

1 IncreaSI';d tax on high cost insurance plans 
2. Subsidies to pur asc insurance slowed down 
3. Expanded tax de uClion ph;3se-in slowed down 
4. Oul-of-Pockel limit increased lor health insur~ncc 
5. ?~)Mcdicare?? 
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AND ALTERNATIV 	 ON PREMIUM 


PURPOSE: 	 To retain the economi incentives of a tax cap -- allowing a 
high degree of individ al choice of plans. but imposing a limit 
on how much the gov rnmenl will subsidize; and to impose a 
penalty on hi{1her cos insurance plans. 

1. 	 A Comrnissi'on will be est blished to' evaluate health care spending 
and market trends in area throughout the country. The Commission 
will study how the compe itive market works in high and low cost 

areas and will make reco mendations to Congress on changes in 
health care reforms to r flect its. findings. It will establish 
performance measures to determine whether market reforms are 
effective in holding down the rate of growth in health care costs in 

individual market areas. 
. ' 

\ 
2. 	 An assessment will be p'aced upon high cost insurance plans, A high 

. cost plan 	is one that ex eeds the average of the lowest cost two­
thirds of plans offered i an area. A plan above the two-thirds 
average will be subject to a 25% premium tax on the difference 
between its premium a d the average. (Working on rule for rural and' 
frontier areas.) 

3. 	 A plan offAred in an ar:ea where the average exceeds the National 
average will be subja t to an additional tax if it cost is above. the 
two-thirds average .~ d its rate of increase is above an inflation 
factor set in the star te, 

4. Applies to all health plans including self-insured. 



FI 
(£:stimated 5 year 

Medicare cuts 

Change Hospital Inpa.tient U 

Hospital Inpatient Capital 
Phase Down Hospital OSH 
Reduce Hospitat lME 
Extend OBRA 93 SNF Saving 
MO Fees: Real Per Capita GD 
MU Fees: Cumulative Target 

MD Fees: Conv. Factor 
income-Related PremiumS 
Extend 25% Part B Premi(] 
Extend OBRA 93 Hor"\e Heal h 
10% Home Health Copay 
Extend Secondary Payor 
Home Health Median limit 
Part 6 Deductible 

Interaction effects 

subtotal Medicare 

Medicaid Cuts 

Medicaid DSH Phase-down 
Medicaid Capitation 

Subtotal Medicaid 

postal Service Retirement 

Subtota\ Spending Redu tions 

Revenues 

Premium AssesSr:nent 

Tobacco Tax 
HI State/Local 

Subtotal Revenue 

ANCING 

financing. $ in billions) 


date Formula 

S 

$13.8 
6.7 

13.2 
14.1 

0.8 
5.1 

15.3 
2.5 

B.O 
4.9 
2.2 
7.6 
3.7 
1.5 
i .5 

-15.2 

$86.0 

$43.7 
12.0 

$55.8 

$13.0 

$154.7 

$37.5 
$54.0 

$61.6 

$253.8 

TOT AL FINANCING 


7.6 



Questions to ask Finance Sta fers: 

1. 	 Are subsidies tied to t e average of lowest 1/2 (:;~) of 
all bids or just bids i side the HIPC? ~ 

'b{ --- ­

2. 	 Is premium tax levied 0 bids above the average of the 
lowest 1/2 (2/3?) of al bids or just bids inside the HIPC 
or something else altog ther? 

3 . 	 Is the high cost plan p emium tax rate set to "fill the 
revenue hole" or just a flat rate to collect revenue? If 
flat, what? (25%, 35%?) If to "fill the hole," please 
define the hole. 

4. 	 Is there also a tax cap. If so, is it pegged to the average 
of lowest 1/2 (2/3?) of all bids or just bids inside the 
HIPC? 

5. 	 What do you do with Med·caid noncash in interim and after 
mandate is triggered? 
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Draft June 23, 1994 


ALTERNATIVE 
 EALTH REFORM PROPOSAL 

SUMMARY 

Under this proposal, universal coverage is phased-in between 1995 and 2000. 

Prior to the year 2000, insuran market reforms and premium subsidies are implemented 
to encourage more employers and fa Hies to voluntarily purchase coverage. TO provide access 
to affordable coverage, small employ rs and families are permitted to purchase the same health 
plans selected by the Federal Emplo ee Health Benefit Program for federal workers. A new 
public program, Medicare Part C, also offers affordable coverage to certain small employers and 
families. 

Universal coverage is assured y 2000 through shared employer, familiy and government 
responsibility. Employer responsibili y is phased-in by employer size. Employers with 100 or 
more employees are required to cov r their workers and their families in 1998. For smaller 
employers, if they do not cover a sp cified percentage of their currently uninsured workers by 
2000, an employer requirement to pr vide coverage is triggered. 

In 2000, families not covered by employer-provided coverage are required to purchase 
coverage. 

REFORMS PRIOR TO THE YEAR 2000 

IIlI.surance Market Reforms 

• 	 Upon passage, immediate tra ition provisions (similar to those in Title XI of the Health 
Security Act ("HSA"» take e fect to assure that existing coverage remains in place until 
more comprehensive market eforms can be implemented. 

• 	 Insurers are prohibite from terminating coverage for groups and individuals, 
except in cases of no payment, fraud or misrepresentation. Insurers wanting to 
leave the market imme iately can transfer their business to another carrier (subject 
to state or federal sta dards). 

• 	 Insurers that increase remiums must assess the same percentage increase to all 
their policyholders. 

• 	 Comprehensive insurance ref rms are implemented nationally by January 1, 1997. 

• 	 Insurance and market eforms are implemented by the federal government unless 
a state passes consist nt state reform laws and it is certified by the National 
Health . Board. 



., 

• 	 All insurers intending· 0 offer health benefits in a state must be certified. 

• 	 All certified insurers are required to offer two standard health plans -- a 
comprehensive packag and a catastrophic package -- to employers and uninsured 
families. The compre ensive package is similar in value to the Blue Cross and 
Blue Shield standard ption in the Federal Employees Health Benefit Program 
("FEHBp II

). The catas rophic benefit package is available only to employers and 
families that currently ave a similar level of coverage. 

• 	 Coverage is provided on a guaranteed issue basis. Insurers are permitted to 
impose limited waiting riods for preexisting conditions for previously uninsured 
applicants. Portability of coverage is guaranteed. 

Insurers may require t at a minimum percentage of employees be insured before 
offering coverage to a employer. Participation requirements must be applied 
uniformly and may not specify the manner by which the employees are insured. 

• 	 Insurers offer age-adju ted community rates (with standard age bands and factors) 
to all employers up to a defined size and to otherwise uninsured families. Insurers 
use the same age-adj sted community rates throughout defined health care 
coverage areas. 

Employers above the efined size cannot select community-rated health plans. 
These employers can p rchase experience-rated insurance or can self-fund. 

(Experience-rated and elf-funded plans are subject to reforms similar to those 
for community-rated h alth plans). 

• 	 All certified insurers (i eluding Medicare Part C) participate in a risk adjustment 
and reinsurance system established pursuant to federal standards. 

Availability of Coverage 

• 	 Employers that offer coverage to their employees must offer either the comprehensive 
package or the catastrophic pa kage. 

• 	 Employers can offer 0 health plan or several plans. 

• 	 Employers are not req ired to contribute any specified percentage toward any 
plan. Employers m st contribute a minimum percentage toward the 
comprehensive package 'n order to receive federal premium subsidies (see below), 

• 	 Families in which both spouses work for employers offering coverage ("dual­
earner families") may c oose coverage through either employer. 
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• 	 OPTION: Except in t e case of low-income families eligible for Medicare Part 
C, families with a fu {-time worker working for an employer that offers and 
contributes a minimu percentage toward the comprehensive package may 
purchase coverage onl through the plan(s) offered by the employer. 

• 	 Employers offering th comprehensive package may also provide supplemental 
benefits to their empl yees, but may not require them to purchase supplemental 
benefits as a condition of being covered under a comprehensive package. 

• 	 Nonworking families and fam . lies whose employers do not offer them the comprehensive 
benefit package may purch se coverage from any certified insurer. Guaranteed 
availability for these familie would be limited to' anilUal open enrollment periods. 
Families with changes in job status or location would be provided with special open 
enrollment periods. 

• 	 Medicaid cash and non-cash r cipients enroll in health plans with comprehensive benefit 
packages (similar to HSA pro isions). 

• 	 Medicaid cash recipien s are permitted to enroll in any health plan at or below the 
average premium.Th federal and state governments make a per capita payment 
(based on 100% of cu ent state spending) to the health plan for the enrollees. 
Payment adjustments cross health plans assure that all health plans participate 
fairly in covering this opulation. 

• 	 Medicaid non-cash re ipients are permitted to enroll in any health plan at or 
below the average pre ium. The federal and state governments pay an age­
adjusted community ra e to plans that enroll them. 

• 	 Health plans charge on y nominal cost-sharing to cash and non-cash recipients. 

Premium Subsidies 

• 	 Employers begin receiving fe eral premium subsidies when comprehensive insurance 
reforms are implemented in 1 97. 

• 	 To be eligible for subs dies, employers must provide the comprehensive benefit 
package to their full-ti e workers and their families and must contribute at least 
80% of the premium. mployers that offer more than one plan to their workers 
must contribute at leas 80% of the premium of the lowest cost plan that they 
offer to be eligible for ubsidies. 

• 	 Employer subsidies are based on the wage level of each employee. Employers 
receive greater subsidie for lower wage workers than for higher wage workers. 
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Employer subsidizes e provided up to the average current premium ("ACP") in 
each area. 

The ACP is the esti ated national per-capita cost (calculated similar to HSA 
average per capita tar et) for the comprehensive benefit package, adjusted for each 
health care coverage rea. 

The ACP increases a the growth rates provided in the HSA, delayed one year 
(Le., baseline in 1996 CPI plus 1.5% in 1997). 

• 	 Employer subsidy lev Is are reduced prior to achieving universal coverage in the 
year 2000. . Employ rs that previously have not offered insurance to their 
employees (or have 0 ered only very low value coverage) receive 50% of the 
subsidy they would re eive after 2000. Currently insuring small employers receive 
25% of the subsidy t at they would receive after 2000. 

Large employers recei e reduced subsidies in 1997 (as above) and full subsidies 
beginning in 1998 (wen they are required to provide coverage). 

• 	 Families that purchase the co prehensive benefit package also are eligible for premium 
subsidies beginning in 1997. 

• 	 For the family ("20 ") share of the premium, the family contribution is 
subsidized so that the family pays no more than 3.9% of family adjusted gross 
income ("AGI"). The subsidies are capped at the ACP. 

• 	 Nonworking families and families whose employers do not offer them the 
comprehensive benefit package also are eligible for subsidies for the employer 
share of the premium. Subsidies are available (based-on a sliding scale basis) to 
families with AGI of I ss than 250% of poverty. 

For families whose em loyers offer a comprehensive health plan but pay less than 
80% of the premium, the family is subsidized as a nonworking family for the 
unpaid portion of the mployer share. 

• 	 Self-employed people enerally receive subsidies based on the same sliding-scale 
subsidy schedule. 

Medicare Part C 

• 	 A new public insurance progra , Medicare Part C, is established to assure that employers 
and families have coverage av ilable that is priced no higher than the ACP. 

• 	 The premium for Medi are Part C is set at the ACP in each area. 
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• 	 Provider rates adjust ver time to assure that the premium is sufficient to support 
the costs of the progr m. 

+ 	 Eligibility for Medicare Part C and its administration are generally as described in the 
Ways and Means Mark. AFDC and SSI beneficiaries and non-cash Medicaid 
participants are covered as d scribed above. 

+ 	 Eligibility for Medicare Part C is extended to larger employers (up to employers with 
fewer than 100 employees) i. areas where there are not a sufficient number of health 
plans offer the comprehensiv benefit package at or below the ACP. 

+ 	 If the Secretary of HHS dete ines that a significant number of larger employers (e.g., 
100 or more employees) cann t provide the comprehensive benefit package at premiums 
consistent with the ACP, the ecretary must develop and submit a proposal to Congress 
regm;ding how Medicare Part C can be provided as an option to larger employers. 

+ 	 Eligible employers and fami ies can enroll in Medicare Part C directly or through a 
referral from FEHBP. 

Making FEHBP Available to Emp yers and Families 

+ 	 As under current law, FEH P contracts with a variety of health plans in each area. 
Federal employees, including embers of Congress, choose from among the health plans 

. selected by FEHBP. 

+ 	 Beginning in 1997, the health plans selected by FEHBP are available to other employers 
and families. 

• 	 Community-rated em toyers (Le., those below a certain size) may arrange for 
coverage through FE P. Their employees can choose any of the FEHBP health 
plans (and by referral, Medicare Part C). 

• 	 Families not covered by employer-provided insurance can obtain coverage 
through FEHBP. 

• 	 Age-adjusted commu ity rates apply to employers and families obtaining 
coverage through FEH P in a manner similar to the market outside of FEHBP. 
Health plans charge t e same age-adjusted community rated premiums inside 
FEHBP as they charge n the outside market (except potentially for differences in 
marketing fees as und the Education and Labor Mark). 

+ 	 To provide access to affordabl coverage for federal employees and other employers and 
families, FEHBP is provided ith additional authority to selectively contract with health 
plans. 
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• 	 FEHBP would be req ired to contract with health plans that have premiums below 
the ACP and that me . t specified quality and service criteria. 

• 	 FEHBP would not be required to contract with health plans that have premiums 
above the ACP, givi FEHBP additional bargaining leverage. FEHBP would 
have the authority to eeze or limit new enrollment in health plans with premiums 
above the ACP. 

• 	 Federal employees are held h rmless from the effects of community rating until the year 
2000. 

• 	 Unlike today, FEHBP pays age-adjusted community-rated premiums for federal 
employees instead of experience rates. That is, health plans would charge the 
same premiums to FE P as they would to other employers below a certain size. 

• 	 As they do today, all federal employees pay the same premium to enroll in the 
same health plan, reg rdless of age. 

• 	 Prior to the year 2000 the federal contribution in an area increases to the extent 
that premiums for fed al employees are higher due to rating changes. The federal 
contribution towards ealth coverage rises to at least 80% beginning in 1998 
(when the requiremen for employers with 100 or more. employees takes effect). 

Revenues 

• 	 Beginning in 1995, the toba tax is increased by $X. 

• 	 Beginning in 1997, all firm with 100 or more employees are required to pay an 
assessment equal to 1 % of p yroll. 

• 	 Prior to achieving universal verage (or after, if an employer requirement for firms with 
t triggered), firms not providing coverage pay phased in 

• 	 1.0% of payroll begin ing in 1999. 

fewer than 100 workers is n 
assessments equal to: 

• 
• 0.75% of payroll in 1 98. 
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UNIVERSAL COVERAGE ND REFORMS AFTER 2000 

Employer Requirements 

• 	 Universal coverage is assured y 2000 through shared employer, familiy and government 
responsibility. 

Employers with 100 or more employees are required to cover their workers and their 
families in 1998. 

An employer requirement to p ovide coverage is triggered for small employers if they do 
not cover a specified percent e of their currently uninsured workers by 2000. 

In 2000, families not covered by employer-provided coverage are required to purchase 
coverage. 

• 	 When the employer requirem nt for firms with 100 or more employees is initiated in 
1998, those employers are re uired to: 

• 	 Contribute at least 80 towards at least one health plan offering the guaranteed 
benefits package. 

• 	 Make pro-rated contri utions for part-time workers. 

• 	 When universal coverage is. a hieved in 2000: 

• 	 All employers are requ red to offer a choice of plans, including at least one lower 
cost sharing plan and ne plan offering an unlimited choice of providers (as in 
Ways and Means Mar ). 

If the small employer equirement is not triggered because the market achieved 
the specified coverage oals, small employers would be required to offer, but not 
contribute toward, a c oice of health plans. 

• 	 Employers receive a ' dual earner credit" that shares the cost of dual earner 
families across employ rs (as in Ways and Means Mark). 

• 	 Full subsidies are avail ble to all employers (see below). 

• 	 If no. employer requir ment is triggered for employers with fewer than 100 
employees, certain n -discrimination rules apply, meaning that employers 
making voluntary con ributions for full-time workers must make pro-rated 
contributions for part- ime workerS. 
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Employer and Family Subsidies 

• Full subsidies are available t all employers when universal coverage is achieved. For 
employers with 100 more e ployees, full subsidies become available when they are 
required to provide coverage see above). 

• 	 Employer subsidies ar based on each individual worker's wage, and therefore are 
greatest in firms with he largest number of low-wage workers. 

• 	 For each worker, the e pioyer pays the lesser of the premium for that worker of 
the following caps b ed on the worker's wage: 5.5% for workers earning 
$12,000 or less, 8.0% or workers earning $12,001-$15,000, 10.0% for workers 
earning $15,001-$18, 0, and 12.0% for workers earning more than $18,000. 

• 	 Employer subsidies ar provided up to the level of the ACP for an area. 

• 	 As during the transition peri d, families are required to pay no more than 3.9% of 
income for their 20% share 0 the premium. Further subsidies are available for families 
with income up to 150% of t e poverty level (same as HSA). 

• 	 When an individual require ent is initiated (year 2000), non-working families are 
required to pay the 80% empl yer share of the premium for the period of time they are 
not working. Subsidies are a ailable for families with unearned income up to 250% of 
the poverty level (same as H ). 

Insurance Reforms 

When universal coverage is achieved in 2000, insurance reforms are strengthened: 

• 	 Health plans are no 10 ger permitted to vary rates by age. 

• 	 Pre-existing condition exclusions are prohibited. 

• The catastrophic benef ts package is no longer available. 

Cost Containment 

• 	 Premium-caps are triggered in he year 2000 if the rate of growth in premiums nationwide 
exceeded target rates of growt from 1997 to 1999. Caps are enforced at the premium 
level that would have been ac ieved if caps had been met beginning in 1996. 

• 	 Medicare Part Cremains avai able, with its premium priced at the premium target for 
each area. 
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• 	 FEHBP continues to make h 
families. 

State Flexibility 

• 	 Effective in 1997, states may 

• 	 Certain elements may 
requirements and subs 

• States may establish 
Education and Labor 
place or or alongside 

• 	 States can adopt alte 
effectiveness (similar 

• 	 States may establish a 
"­

and enrollment. 

• 	 States have the option of imp 

alth plans available to small employers and nonworking 

xercise flexibility in structuring their health care systems. 

ot be changed (including the guaranteed benefits, coverage 
dies, and insurance reforms). 

voluntary or mandatory purchasing cooperatives (as in 
ark). Voluntary purchasing cooperatives may operate in 
e FEHBP option. 

ative methods of cost containment that are equivilent in 
0 Ways and Means Mark). 

temative administrative structures for premium collection 

ementing a single payer system. 
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Health Care Reform model p~rameter/assumption checklist 

Moden t~ Finance 

benefit package 

premiums 

employers 

stand rd option: 

HSA-8 (assumed, tbd by 
Natio ~al Board)' 

catas rophic option: 

HSA-2p% 

age r:lting (2:1) 

pre-t~igger adjustments: 

adverse selection 
/Voluntary (8%) 
Fatastrophic option 

uncorrpensated care {DSH 
DSH t:/hases out faster than 
uncorrpensated care; . 

S&L s pending stays, etc. 

no Me add-on (fV\."\I'\L-~. 
(for NET see attached year 
by YEar adjustments) 

no me ndate 

firm. with 100+ must offer 
but 1 ot contribute to 
cove age 

firm!:! with s 100 mUl:;t 
prov de payroll deductions 

firmp will reduce their 
curr~nt payments 
commensurate with the 
hous~hold/s subsidy. 

as of 2002individual mandate 

nonefirm subsidies 



.~ 

individual subsidies peggej to standal;'d 
packa3ei 

Assum~ a Chaffee voucher 
percertage formula, but 
phase~in of subsidy 
eligipility will be 
faste~, and subsidie~ stop 
at 24P%. 

1997: 90% 
1998: 120% 
1999: 150% 
2000: 180% 
2001: 210% 
2002: 240% 

HH s ~OO% pay nothing when 
eligiple. HH between 100­
240% pay a fixed fraction 
of th~ premium dete~mined 
by fo~mula on attachment. 

Subsi~ies are tied to mean 
of lo~est priced 1/2 of 
plans. This is equal to 
95% o~ the mean premium on 
the y~ar by year 
attaclhment. 

Assum~ that 100% of those 
under 100% of poverty 
take-~p insurance pre­
mandaite. Pre-mandate, 
assum~ the Cooper take-up 
rate for all others. If 
unit ~as current coverage, 
assume they maintain· 
curre~t coverage. 

Individual tax exemption""'··'" 
phases up to 100% by 2002. 
Starts at 10% in 1997, 20% 
in 1998, 40% in 1999, 60% 
in 2000, 80% in 2001. 
Exem~tion tied to mean of 
lowest 1/2 of plans. 



alliances/community 
ra tin9Pools 

tax cap 

Cost Containment basel'ne - 1% from tax cap 

high cost plan 
assessment 

Premilm taxon high cost 
plans where a high cost 
plan s defined as a plan 
whose premium exceeds the 
mean )f the lowest 2/3 of 
plans. 

Assessment is equal to 25% 
of diFference between 
premilm and average of 
lowes 2/3 of plans. 

Tax eKempt medical savings 
accou~ts available to 
those choosing the 
catas rophic option; 
exemp ion capped at 
difference between 
catas rophic and standard 
premilms (average of 
botton half of plans) 

Medicare 

firms with s 100, 
nonwo kers, etc., + MCD 
non-c~sh; 

volun ary; 

premilm outside HIPC x% 
lower 

employer payments exempt 
only lp to avg. of lower 
1/2 OF bids; individuals 
can c aim this (phased-in) 
if firms pay less than 
this ~mount 

savin~s from program are 
$86 (1) billion over 5 
years 



.' , 

Medicaid 

Other Federal Programs 

Other Savings 

Other Revenue 

lower growth rate on 
feder, 1 capitation 
payme ts $12 (?) billion 
over years 

Fixed percentage of 
enrol ees allowed in HIPC 
with l= rivate enrollees -­
15% pEr year in 1st 3 
years and additional 10% 
per Y,ar after that. 

Medic id D.SH phase-down: 
$43.7 (?) billion over 5 
years 

lose savings from slowing 
the ra,~e of increase in 
federa~ spending (FEHB) 

Nolon~ term care program 
$60 bi lion over 5 years; 

No Med care drug benefit 
$73 bi lion over 5 years; 

Postal service retirement 
spendi g reductions: $13 
(?) bi lion over 5 years. 

premiur assessment: 

tobaccc tax: 54 (?) . - ./ 
billior over 5 years /' 

HI stat e/local : 8 (?) 
billior over 5 years 



.J; • 

Health Care Reform mod 1 parameter/assumption checklist 

Mcderate Finance 

benefit package s andard option:, 

'H3A-8% (assumed, 
N tional Board) 

tbd by 

,c:ttastrophic option: 

HSA-26% 

premiums a3e rating (2: 1) 

pre-trigger adjustments: 

adverse selection 
voluntary (8%) 
catastrophic option 

uncompensated cari (DSH 
ISH phases out faster than 
l.ncompensated carei 

~ &L spending stays, etc. 

10 AHC add-on (fV\.rv"\~ 
for NET see attached year 

)y year adjustments) 

employers 10 mandate 

irms with 100+ must offer 
Dut not contribute to 
f::overage 

firms with s 100 must 
provide payroll deductions 

firms will reduce their 
current payments 
commensurate with the 
jhousehold's subsidy. 

individual mandate 
! 
as of 2002 

firm subsidies none 

, . 
" 



, ;, I 

indiv{dual subsidies pegged to standard 
pa-ckagej 

Assume a Chaflee voucher 

percentage formula, but 

phase-in of subsidy 

eligibility will be 

faster, and subsidies stop 

at 240%. 


1'97: 90% 
1~98: 120% 
1(99: 150% 
2(00: 180% 
2 01: 210% 
2 02: 240% 

H~ s 100% pay nothing when 

e igible. HH between 100­
2 0% pay a fixed fraction 

OC the premium determined 

by formula on attachment. 


Subsidies are tied to mean 

cf low~st priced 1/2 of 

flans. This is equal to 

S5% of the mean premium on 

t he year by year 

cttachment. 


1. ssume that 100% of those 
1 nder 100% of poverty 

ake-up insurance pre­
nandate. Pre-mandate, 
~ssume the Cooper take-up 
rate for all others. If 
llnit has current coverage, 
assume they maintain 
current coverage. 

I~dividual tax exemption"-­
phases up to 100% by 2002. 
Starts at 10% in 1997, 20% 
in 1998, 40% in 1999, 60% 

,in 2000, 80% in 2001. 
Exemption tied to mean of 

!lowest 1/2 of plans. 



alliances/community 
rating pools 

tax cap 

Cost Containment . 

high cost plan 
assessment 

Medicare 

~fi ms with :5 100/ 
no workers/ etc./ + MCD 
no cash; 

vo untarYi 

pr~mium outside HIPC x% 
lo~er 

em)loyer payments exempt 
on y up to avg. of lower 
1/). of bidsi individuals 
cah claim this (phased-in) 
if firms pay less than 
th's amount 

baseline - 1% from tax cap 

Premium tax on high cost 
plans where a high cost't 

pl~n is defined as a plan 
whose premium exceeds the 
mean of the lowest 2/3 of 
plans. 

Assessment is equal to 25% 
of difference between 
p:remium and average of 
lcwest 2/3 of plans. 

Tcx exempt medical savings 
a(counts available to 
tlose choosing the 
cctastrophic option; 
e emption capped at 
d fference between 
c tastrophic and standard 
p emiums (average of 
bpttom half of plans) 

s3.vings from program are 
$~6 (?) billion over 5 
y~ars 



,.;i • • • 

Medicaid 

Other Federal Programs 

Other Savings 

Other Revenue 

lOWE r growth rate on 
fedE ral capitation 
payments $12 (?) billion 
ove 5 years 

Fix d percentage Of 
enrpllees allowed in HIPC 
wit~ private enrollees -­
15% per year in"lst 3 
yea s and additional 10% 
per year after that. 

Med caid DSH phase-down: 
$43 7 (?) billion over 5 
yea s 

los~ savings from slowing 
the rate of increase in 
fed~ral spending (FEHB) 

No ong term care progra~ 
$60 billion over 5 years; 

No ~edicare drug benefit 
$73 billion over 5 years; 

Pos~al service retirement 
spe~ding reductions: $13 
(?) billion over 5 years. 

pre~ium assessment: 

.,...-.---~
tobacco tax: 54 (?) .,-./ 
bil .... ion over 5 yea,rs /" 

HI state/local: 8 (?) 
billion over 5 years 



.,. 

Health Care Reform mode parameter/assumption checklist 

Mocerate Finance 

benefit package standard option: 

HSA-8% (assumed, 
National Board) 

tbd by 

catastrophic option: 

HSA-26% 

premiums age rating (2:1) 

pre-trigger adjustments: 

adverse selection 
voluntary (8%) 
catastrophic option 

uncbmpensated care (DSH 
DSH phases out faster than 
uncpmpensated care; 

S&L spending stays, etc. 

no !\He add-on ((\'\,"\J'\LJ~ 
(fo .... NET see attached year 
by lrear adjustments) 

employers no ~andate 

firms with 100+ must offer 
but not contribute to 
cov~rage 

finrs with s 100 must 
proll-ide payroll deductions 

finns will reduce their 
cur ent payments 
comnensurate with the 
hou~ehold's subsidy. 

individual mandate as (pf 2002 

firm subsidies non~ 



I 

individual subsidies peg~ed to standard 
pac age; 

Asstme a Chaffee voucher 
per(entage formula, but 
pha~e-in of subsidy 
eli~ibility will be 
faster, and subsidies stop 
at 240%. 

1997: 90% 
199 8: 120% 
1999 150% 
2000 r 180% 
2001 210% 

,2002 240% 

HH s 100% pay nothing when 
eligible. HH between 100­
240% pay a fixed fraction 
of th~ premium determined 
by formula on attachment. 

Subsi~ies are tied to mean 
·of lo-'est priced 1/2 of 
plans This is equal to 
95%0 the mean premium on 
the YEar by year 
attad ment. 

Assume that 100% of those 
under 100% of poverty: 
take-up insurance pre-· 
mandat~. Pre-mandate, 
assume the Cooper take-up 
rate f,r all others. If 
unit h~s current coverage, 
assume they maintain 
current coverc;tge. 

Indivic ual tax exemption;"·' 
phases up to 100% by 2002. 
Starts at 10% in 1997, 20% 
in 1998, 40% in 1999, 60% 
in 2000, 80% in 2001. 
Exemptipn tied to mean of 
lowest~/2 of plans. 

I. 



alliances/community 
rating pools 

tax cap 

firms with s 100, 
nonwo~kers, etc., + MCD 
non-cflsh; 

volun arYi 

premi m outside HIPC x% 
lower 

emplo'er payments exempt 
only lp to avg. of lower 
1/2 o~ bids; individuals 
can c aim this' (phased-in) 
if·fi ms pay less than 
this .mount 

Cost Containment baseline - 1% from tax cap 

high cost plan 
assessment 

Premiu~ tax on high cost 
plans, where a high cost 
plan i~ defined as a plan 
whose ?remium exceeds the 
mean 0 the lowest 2/3 of 
plans. 

Assessnent is equal to 25% 
of dif erence between 
premiul and average of 
lowest 2/3 of plans. 

Tax eXEmpt medical savings 
'accounts available to 
those .hoosing the 
catastlophic 'option; 
exemption capped at 
difference between 
catastlophic and standard 
prem~uns (average of 
bottom half of plans) 

Medicare savings from program are 
$86 (?) billion over 5 
years 



Medicaid 

Other Federal Programs 

Other Savings 

Other Revenue 

lower growth rate on 
feder~l capitation 
payme1ts $12 (?) billion 
over ) years 

Fixed percentage of 
enrol ees allowed in HIPC 
with !rivate enrollees -­
15% pEr year in 1st 3 
years and additional 10% 
per year after that. 

Medicaid DSH phase-down: 
$43.7 (?) billion over 5 
years 

lose s~vings from slowing 
the ra e of increase in 
federa spending (FEHB) 

No Ion term care program 
$60 bi lion over 5 years; 

No Med care drug benefit 
$73 bi lion over 5 years; 

Postal service retirement 
spendirg reductions: $13 
(?) billion over 5 years. 

premium assessment: 

tobacco tax: 54 (1) . --~ 
billion over 5 years ~ 

HI stat~/local: 8 (?) 
billion over 5 years 



5. Newly insuring firms .woul receive x% of ul tl.mate employer 
subsidies. Both of these phas over time. 

6. Cost Containment. An asses placed on plans that bid 
above the target. The tax rat designed to recover lower tax 
receipts resulting from premiu the target as well as 
household subsidies. 

-in 

is 
growth above 

Proposal: 6.25.94 

1. All individuals would recei e coverage by 2001. 

2. All individuals categorica ly eligible for Medicaid would be 
covered by 96-97 through the AF C/SSI capitation payments. We would 
purchase private insurance und r the same terms as other Medicaid 
eligibles (we need to find new rules here to divorce the 
welfare/insurance link) 

--this reduces the number f uninsured immediately among 
vulnerable populations 

--this reduces uncompensat d'care, therefore the premium 
add-on. 

--this reduces the ultimat federal costs as most would 
be fully federally paid s nonworkers/or other low-
income individuals 

--states share in the cost 

3. We would extend the Medicaid transitional health insurance 
payments from 1 to 2 years or more--perhaps as long 'as the 
voluntary insurance program). Medicaid currently pays for health 
insurance for those former rec pients that wotk for 1 year). 

--This greatIi assists the welfare reform work incentives-~. 
they currently only have 1 year of coverage, which 
increases the likelihood of re-entry into AFDC. In 
this case, we pay Medica d for them anyway. 

--Reduces ultimate federal cost as increases the prob that 
AFDC eligibles will rema n in the workforce. 

4. We provide 25% of employer subsidies for those 
employers that meet all rules; no subsidies for others 
that do not. 

7. We use the "net" premium charged by health plans is 
calculating the average weight d premium. +.he net price is defined 
as the premium bid less the ta . This lowers the average weighted 
premium compared to previous s enarios that subsidize the tax as 
well as the no tax. case. It als provides additional incentives for 



consumers to choose lower cost plans. In concept, one could argue 
that it could also result in slower growth over time since it 
creates a trend of ~verage pr miums that are lower in any given 
year than the pure managed com etition world. 

8. An individual subsidy schedu e exists that allows individuals to 
purchase insurance. It is sim"lar to the HSA nonworker schedule. 
Those individuals not covered y 2001 would pay according to this 
schedule (or another one we co struct). 

\ 



MEMORANDUM FOR 	 PAT GRIFFIN 

STEVE RICCH 
 TTl 

JACK LEW 

CHRIS JENNI GS 


FROM: CAREN WILCO~ , 

SUBJECT:' WASHINGTON REPS ROUP" 

DATE: 'JUNE 22; 1994 

A group of Washington repr sentatives of companies and trade 
associations and some inde endent'lobbyists have formed a working 
group under the leadership of formerCongtessman Jim Moody (D.WI) 
and Letitia Chambers of Ch mbers Associates, and Bob Diamond of 
Whitten and Diamond. 

These individuals are, work ng in support of many of the 

President's principles, mo t especially universal coverage and 

employer responsibility/rna dates. ' 


They have acted as an umbr lla group to invite companies 'not in 
their group to a meeting w th Senator Daschle, Representative 

'Gephardt and now Secretary Shalalaon'June 23. 

Their next small core meet ng will be on June 29 at Head's at, 
8:00 	a.m •. in the Truman Ro m. 

They then ,plan 	meeting~ on July 13,') July 27 and Augu'st 8, and,' 
others ~s needed., 	 .;,.'; 

A large group of admlnistr tionrepresentatives including Steve 
Ricchetti, Alexis Herman, reg Lawler, Ed Knight; Matt Gorman and 
I attended the first meeti gof the' group. ' 

AS thecommitt~es completethei; work, I understand that the 

group will approach others who maY,support final passage, 'and 

will cO,ntlnue to pull 'toge her a group which can work for this 

result,. 


From time to time they wil be inviting representatives of the', 

administration to attend t 
 e first part of ,their meetings for a 
briefing on ourpositionln on the bills. I hope you will accept 
as your schedule permits. 

cc: 	 Alexis Herman 

Steve Hilton 

Greg Lawler 
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H.R.4610 

IN THE SE OF REPRESENTATIVES 

Mr. LaFALCE introduce the following bill; which is refer=ed 
to the Committe s on Ways and Means and Energy and 
Commerce jointly. 

A B::t1.1. 

To amend Title XVIII of the Social Security Act to provide 
for coverage of self-administered Betaseron treatments' 
for Multiple Sci rosis under the Medicare program, and 
for other purpos s. 

1 Be ie enacted by the Senate and the House of 

2 Representatives United States of America in Congress 

3 assembled, 

4 SBCTION 1. SHORT TIT 

5 This as the "Multiple Sclerosis Horne 

6 Treatment Equity Act 

7 SBC. 2. COVBRACI AYKlNT OF SBLF-A.1)1III::tNISTIRBD BITASRRON ., 

8 ONDER HBD::tCARI. 

9 Section 1861(s) (2) of the Social Security Act [42 U.S.C. 

10 1395x(s) (2)] is amended-­

11 (a) By striking "and" at the end of subparagraph (P)i 

12 (b) By striking t e period at the end of subparagraph (0) 

13 and adding in lieu the eof, "; and"; and 



BAKER, HOSTETLER~ 94567431;# 3 SENt BY: 

(cl By adding at the end th~ following new subparagraph:1 

"(R) betaser n (Interferon beta-lb) for patients with2 

multiple competent to use such biological3 

4 without medical r other supervision with respect to the 

5 administration of such biological, subject to methods and 

6 standards established by the Secretary by regulation for 

7 the safe and effe tive use of such biological, and items 

8 related to the ~ inistration of such biological." 

9 SEC. 3. REGULATIONS. 

·10 The Secretary of Health and Human Services shall, not 

11 later than 150 days after the date of enactment of this Act, 

12 issue final tegulatio s setting forth standards and methods 

13 for safe and effecti e use of bateseron for purposes of 

14 payments under Section 2 of this Act. 

15 SEC. 4. EPFECTIVE DATI. 

16 The amendments rna e by section 2 of this Act shall apply 

17 to payments for items and services furnished on or after 

18 October 1, 1994. 

19 

20 

21 

22 

23 

24 

25 

26 



94567431 ;# "4; 6-22-94 ; 4 17PM ; BAKER. HOSTETLER~SENT BY: 

O:ongrrssionat R[(ord 
PROCEEDINGS AND DEB TIS OFTH'E 1034 

CONGRESS, SECOND SESSI~!'lUnited Scare. 
'1 America 
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LEGISLAnON TO PROVIDE: MUll-
CARE COVERAGE FOR 
:sETASERON 


HON. JOHN J. LaFAlCE 

0' )1111/ YOIUe 


IN 'nliI HOUS:&: or UPRBSIHTA'TTVU 


Tt.tudG.,. June 21. 1994 

Mr. lAFALCE. Mr. Speaker. I am lOday in­

trOduCInG I bill, the Multlple SCleroals Home 
T;alwm Equity Act of , .., to pn:Mde Medo 
iea,. rellTililraernem of eeru,ron. the only 
_RIved bIologk:al batmen! ""alct*l... 
cifccall)' for peraon, ILdfaring trom multiple 
"'eroela. 

It !'las oeen Istimated lI'Iat MOr, than 
300.000 people In the Unit*, Statu haft 
been diagnosed wllh multi. toIeroals. or MS. 
T", dial.. usually Slrik. at me, ,,"l'1'li Of 
prcductiv, U~t peopll It, Oagnoaed 
wiVI US between age 20 ft age 40. MS ... 
licks .,. ctm1al nervous IYItll'l'l, tIfOOlI:lng 
an Inflal'M'llliOn In 1M brain Ind spinal ccn:I, 
whic\'l in· tum caUHI ICIImng 1eai01'll on tnt 
MlVea ri a rnullitul!le Of debilttadrlg .~ 
1Oina. The symptOms of M5 Bre hlgl'lJy lncIWIo­
ual. but may inclU!!tl fatigue. I~'rld vision, 
loSs of muacle coordinacion. II'lmot1. Ird 
bladder ard bOwel Dfobl.,.... 

The moat llriOus symptom of MS is 1M 0c­
currence 0' periadll:: f1ereupf, OIIled elace'­
tlitlons. ot Iy""*,.... Wht'loUl '''\1'1'18111 fNlny 
IriCliviCIuala experience a ptOgrlsah/f WCWIen­
ing of theee elacerbaliona. generally hMdln; 
to steady pl\ySic&t deterlotation Ind ......". 
nent di8llbility. 
. Of the estlmatad 300.000 peopIl 11'I1tC1ItI 

with MS. ~imately 2S pen:el'll I'llWiI been 
diagnoSed will'l re_l/'9'r1mtftino MS. In ,.. 
laPSing/remitting MS, tne elace~liol'll CCCUf 
lesa freQuently. and recowery from J\'1e IlacaF­
bluons II generally complete Of DIItiaI. Al­
thOUgh inClividVoals ._enee plateaus of lUI­
ble Inil'ClirtTltlnl, durin; wnicl\ they are gen­
erally able to perform the II.InctiOnI 01 normal 
dail)' life. tney .re often partially il"l"lglillted ard 
are at riS'!; of lunher progreuion of tile Clia­
eBse. • 

• •House of epresentattVeS 

~'I'Q"'O lllliATW,NT 

Drug 4dll'llnl,"lion hal ,. 
cenlly CIP'Ovt a lI'earmem called Seweron 
lor use ~ tho • vrl1n re'_f'9Iremlftlng MS. 
Beta."on is a revOi.ftionary biOlogIC&! agent 
willen I'Iaa bet ahown in clinlcaJ 1Iat. Ie be 
effective in Clec l&!ling t~ freQuency and se­
verity. Of exace atlons in relaptl~"mlnlng 
patients. 

The mOllt lig t1C1m aspeel 01 Betaslron la 
Ina! it rtr.lucet 1 e I~tion of lesiON on the 
nerves. Since 18 lasiene are widely thougl'li 
10 be raiatQCJ I 11'18 Pfogreaaion of .". dl. ­
eUt. BeWaro c:auld very vrell be slowing 
,he pnYlie.a1 titt notation of the Individual. In­
dividual. altllct wun relllPSlngtnamifting MS 
mey therefor. I aC2 mora /yoCluetiye Ilwlts will'l 
aeta.eren. at1~ 'Veld many 01 the "'eall" car. 
corn. aatociate with aCIVanc:lng MS. 

R8ccgnlzln~ Il'It p~lound potential of 
Betaseron. Ihe DA Llsetl a new accellrated 
~II to 8peed c::onaur- a.c:cAI 
to lit Irea nL ThI Agency .approved 
8Muln;lI'\" • ~. ti­
~oglcal agent. Ina ..... pMilnII who art 
IDle can InjtCI 1'I'IMlYI:I" 8el.uerc:W'l at 
horne. Be_ 1'rIJIt' belnjedld· "'* fie 
skin I'IIIY OU'IIr day. Un~, VIII in;ec. 
1101'18, t¥t" pre d at horrwr, all -ery u­"'"INt.· OOIting ~J.ltnalafy 11,000 tNefY. 
rrICIf'fth, WIthcU huhI'I care ~ .nIch 
~ ,. .rnent tor home 111_0l'Il. 
most·people . MS would nat be abI. tQ .... 
ford BtlaMron.., .' 

Ttltre In oli"...tely 17,000 pecpIe en­
glble for who hawl ,"ng.trtmit­
dng MS. Current •MlClicaIe only COIJIM treat­
ments· nilC'lN8d' a pI'Iy&iclaft'. otfioa. Medi­
car. does not pr~ druIII or .,.If­
lOni"ill4t1'ld In I Onl, and tl'!eretore .. 
not c:::I:Mf Be... ,Th1I pretl'" • probltm 
tor people .- wftrI relaralnglremilling 
MS who bIco ellgibj,e for MedIcate. Many 
. blneftclarl .. .,. reed 10 ~ "" IheIr prMta
inaurance IoIPOI"I • tgltlfllty, 0I'Iit to ftnd II'Iat Ihef 
are ,., longer Imbursed for .". tNltment 
tl'lat II to ben aI. They are 0." fOn::Itd to 
find waya ID r I1Ie large ..,.. of 
elKUtroft on own. a/IhaI.i;n they II' un­
able 11) WOr1it. or f ego itS ~&c.IaI tI'IIda. 

The nQec!y or this IiNatlon ... highlighted 
for me by !PIe expen.n:::es of • nan from ItIy 
dlstlict, Mr. Kevin Cloy. Mr. CI07 Is 31 years 
cId. alld was dlagl101ed will'! relap!ill'lQltamit. 
111'19 MS In '990. Mr. ClOY'" ton:ed to Quit 
hit jOQ due to 1he CliMbilng .ft.. 01 MS. In 
Marcl'l. Mr. Cloy,becal'l'll eligible tot Medicar•• 
losing his private Inaurance COVItliIge. 

I.Ut December. Mr. CI01 became one 01 I lie 
fil'llt peopI.1O receive a....rcn aft., FDA ill)­
provel. SetaMron creatment hal dOne won­
ders 101' Mr. Cloy. We is I'ICW .,.. 10 walk. 
whereal before Betas.ron he was ccnfiried 10 
a wheelChair. His wife ia now atII. 10 go 'olo 
WOr1it witnololt worT)'lng IboIJl wNll IftIghl ~ 
pen 10 "im cturlng tne cay. Mr. ClOy warns to 
..,lntUiIIy retum 10 WQ~. to aoai" be a plo­
ductivt member of soc;iety. Wit" Se1aseron 
ttlil l'I'IIy be polISil)le. 

However, Mr. ClOY Ird IVs Ilmlly can no 
. longer Qf'lcrcl to pay lor Betaseron. The com.. 
munity 01 Middleport. NY. l1!ICentl1 oiganizeC! a 
successful ful'lOraillr. 81J1 t~s otters only a 
temporary lolutlon. . 

HEEO j:CA WEOICARI QOVIiAAO( 

We rn!Jllt change the iMCIUfty In tM Madl­
care aYllem. In vrl'licl'l Borne beneflcilries are 
cOlf.red for eetaseron treatm8t1t1 ard aome 
at. not. Medica,. OQverege Of Satueron is 
needed ao f\at all of thole .fftlc:ted wltl'l re­
lapsing/remitting MS can \'laW! the potential of 
returning to • more normal. "roducWI life. 

Mr. Spelker, in tnis hlstoriO time wtiln Con­
gresl ia ac=vely adclreSSil'lg national ""arrh· 
car. reform. II IS olear that OUl' syatam mL.lSt 
proylde better carl 10 more peorM at a lower 

: COlt. Onl way 10 accomplish tllese goal, is II> 
:focul 01'1 preventlye care. 
, I !:lelieWil that providing acceu 10 Sataseron 
'for those afflicted with MS II ." .lcellent 819 

.ample 01 the ftnanclal I!Ienall'la of pr.....ntive 
care. In 8Iowi1IQ \tie ~ of ". di&­
...., and IlIowlno IMM irIctWaala to return 
to ~ Ifaty... ae~ prOYides 
blnefitl which. in Ie kin; .rm. lNy .., ell' 
CING the coal Of ~ng l1'li II'8III'neI'lL 

I beu... a.at It II time we .. to melel this 
0Iiti0I1 ......trntl'lt' IwIiIIb6e II) all eligible ,.... 
care . blneflQlariea. I urge tI'Ie Conoresa te 
IIdopt thia irntlOl"Llnt IIt;ia'ation. 

http:peopI.1O
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1. 	 Look at Durenberger "medical ne ssity" language. Does it add costs or cost less; 
what are the implications? 

From jennifer: Very bad; disturbi g. Defines medical necessity in. statute as a 
"clinically meaningful" benefit. 0 ly one-half of what medical necessity is. 
Lightening rod for discussions. D'fines in teJ'ms of outcomes; should look at things 
like length of illness; patient satis ction. Does not deal well with assistance in 
functioning' (only deals with chan es in health status; not assistance). 

Jen knows of no reason why CBO would say it costs less. 

2. 	 Estimate the premium in the first ive years under the following: 

Benefits package actuariall equivalent to BCBS low option. 

Voluntary market. . 

Insurance reforms (guarant ed issue; portability; age-adjusted community 

rating) 

Medicaid is outside of co unity pool. 

Assume early retirees with employer provided coverage remain part of 

employer's pool. 

Public employees in the co munity pool. 

Firewall at firm size 100 f r community rating and self-insurance. 


3. 	 Medicaid related issues. 

a. 	 What are issues of leaving edicaid recipients outside of the community pool?' 
b. 	 What are the implications f the Moynihan Medicaid m~naged care bill? 
c. 	 What are issues related to equiring states to give AFDC recipients the option 

to join a plan or remain in edicaid? 
d. 	 What are the issues associ ed with full or partial integration of SSI into plans? 

How do you set the proper capitated payment? 
-- How are wrap arou d services handled? 

What type of care/s rvkes would they receive in a capitated 
environment? 

4. 	 Analysis of individual wage caps presumably off the shelf). 

/ 
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June 	13, 1994 

NOTE TO: 	 Chris Jennings

Jud.y Whanq 

Ken Thorpe 


FROM: 	 Bridqett Taylor 

SUBJECT: 	 Request from Senate Democratic LAs (Debbie Chang) on 
community rates. 

Debbie Chang has requested th t we run numbers for her on what 
would happen to the community rate if the Medicaid population 
(excludinq SS1) were integrat d into the community rated pool in 
businesses below: 

1) 500 
2) 250 

·3) 100 

Debbie would also like to know what the current per oapita 
spending (national average) on Medicaid is broken out into 
AFDC/SSI and. noncash groups. 

Let me know if I can provide f rther information on these 
subjects. 

cc: 	 Jerry Klepner 
Karen Pollitz 
Don Johnson 
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6/24/94 
8:00 a.m. 

~NSTREAM COAll ON PROPOSED AGREEl\1ENT 

1. COVERAGE· 

A. Sxpanded Tax Deductib 'ty 

The health inSUl'Ance dedudi n for self--entployed persons is extended 
permanently and phased in 0 cover 100% of the Lost of qualif~ed health 
plans. 

A medical expense deductiol for h~alth insurance premiums for i'ndividua1s 
is a.dd.ed and phased in to 't the deduction of 100%0£ the taxpayer's cost 
for a qualified health plan. 

8. 

Low-incorn(! individuals wil receive subsidies to purchase health insurance. 
By 1997, individuals and. . 'as with incomes below 90% of the federal 
poverty level (who'are not 'gible for Medicaid) will receive a suosidy to 
pm-chase health care insur ce through accountable health plans. 

By 2002 the subsidy will be phased-in for those with incomes up to 240% of 
poverty. At 100%, the subsi y covers the full premi.u.m~ up to the "applicable 
dollar limit", Fed:er3l a.ssis < nee phases out at 240% of poverty. . 

Federal Subsidies for low-i WU1e familic.'S and individuals will be based on 
the standJl'lyd benefit pa.cka e. For individuals and families ~th incomes 
above 200% of !:he federal 6 overty level, subsicli~s .;ot.l.ld bo \l$ed for the 
purchase! of the sttmdard be efit package, or the basic benefit package. 

C. M~hanism to Assure ull Coverage 

The Health Co.mmission '11 report to Congr~s every 2 years Ot'l the 
d~mographics of the uni ured, and its findings on why those indh1duals 
are uninsured. 

Tn the event 95% of all A ericans do not have health insurance by 2002, th~ 

·1 

.. 
" 
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CLmsi.dded If.JHrino... }I mi .fIme p" jctJ arId wJiltL ~ 


.fuJI~ 0rrerda Vl.e 6I'\..fr1e 

Conunission will develop a pa age of recommendatioI\5 to Congress 
designed to reach uruven;a1 <;ov age.. 

COVERAGEII. 

A. 	 JnsW:iU\~e Ma:r.ket Reto s arid Slandru:ds for Accountable He31th Plans'. . 

The Secretary shall, in (,;oruult non with pt;i:vate expert entities, develop 
standards for health plans wi in six months of enactment. Wh~ew.J: a 
requirement or standard is i sed on a. health plan, the requiremer,t or 
standard is deemlild to have n imposed on the insurer or health plan 
sponsor. 

States will eruorce the stand cis set forth in this Act pursuant to regula.tions 
issued by the Secretary, 

These requirements apply to all certified health pla.ntJ. Special rules 
regarding the application of es-e requirements to large employers and the 
self-insured are in the sectio relating to employers. 

• 	 Qu.arantl.'e availability throughout the entire HCCA in which the plan 
is offeredi 1-., 

" 
• all applicants; 

• 	 Guarantee renewal t all enrollees, except in instances of non-payment 
of premiums, fraud t misrepresentation, or relocation -ou.tside the 
area. 

• 	 No denial, limitatio . or condition of coveragp. based on health stiltus, 
d.a.i.ms cxperiimc.e, 0 medical history during the annual open 
enrollment period. 

2 
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• 	 Individuals enrolling in plan for the first timE! or after a long gap in 

coverage may bE! subject 0 a pre-;axisting condition Iilr;itation of, no 

more than six months. 


• 	 Comply with all rating r qUirementst ·induding age adjustmenL and 
family class, established 'thin tIle covCl'ag~ up-a. Special rules apply 
to large employers not gible for the HCCA pool. 

• . 	 Comply with open e..TU'O me:nt process established by the state and 
establish el1I'ollment pro esses consistent with the require:ments of this 
act 	 ' 

• 	 Comply with financial olvency requirl::!Ulents, pr~ttm and collection 
critenA- . , 

• 	 Partidpate in a risk adj . tment program designed by the Secretary and 
administered by the sta es, in accordance with the factors and rule; ~et 
forth in this act; States ay apply for a waiver from the Secretary to 
e5tab1i.s.h .uternativp. . k adjusUneI\t mechanisms,: 

.. Collec:t and provide $ta 	dardi%ed da.ta collection a...."d reporting 
ly with confidentiality standards;requirem.er.ts, and co 

• cion processes in accordance 'With this act; 

• 	 Provide'written info anon to all enr.ollees regarding a patient's right 
to 
self-determination in ealUl care 5C.rvic:~; 

• 	 Meet requirements fo designated. unders(:!.t'veci a.rcas~. 
I ,.., 

The following state laws reI ting to health plans are preemp{~; 

• 	 StatQ law~ that have e eiieet of prohibiting or restricting plans from; 

lli,ruti:ng the n . ber and type of providers who participate in 

the plan; 

requiring enro lees to obtain health servic~ from participating 

providers; . 

requiring enr !lees to obtain referral for tX!?annent by a specialist 

3 
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or health instituti ni 

establishing differ t payment rates for participating providers; 

creating irt~entives to encourage the USP. of participating' 

pro~~~ . 

• ~tate corporate practice a 

• State manda.ti?d beneth a ts. 

Employer·spot'LSored health p ans (risk-bear..ng) and group helllth plans ( a 
combination of risk-beilring d commercial insurance) must meet the same 
insuran~e reform requiremen as other accountable health plans; including 
no prHXiSting conditions, up enrollm.@!I.t, g-Iolaranteed issue, guarante€d 
r~ewa1, @tc_ They must offer the standard and basic b.ene1'lt packages. They 
also must meet solvency requ e.ments for ri$k-bcarlng plans that will be 
aeve10ped by the O~artrn.ent of Labor­

• danon Health Pl;UlS 

Tne bill grandfathers existin assodationhealth 't)lans t.L1.at have been in 
existence for' three year:; prio to the date of enactment. Thest:! include trade 
and professional associations religious organizatiO!lS, publ.i..: entity 
assodations~ and Chcu:ll.bers f COII1..merce. Association health plans must 
meetsDlvency requirements eveloped by DOL and take all comt:!s itt their 
designa,ted association. Uth wis~, all qualified health plan insurance reform 
re<iuirements apply. 

IlQualified Association Pl m.ust be orga.nized and main~ed in goodII 

faith~ with appropriate by-Ia s that sp~ciffcally state the pUlpbse, as a trade 
association, industry assod tioH, professional Association, Chamber of 
Conunerce, a re.ligious org . ation, or Ii public entity association and that the 
entity has betm established d maintained for substtmtial purposeS other 
than to provide Ule health ~ required under this se(tion; and the 
sponsoring entity is and ha been in operation (together with its immqdiate 
pr~decessorJ if any) for a continuow; ~riod of not l~s than 3 years and 
receives the active support of its membership­

·4 
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My ;)rrangeme.nt that, as of J L 1994, has been in effect tor not lesl::i tha.I'. 18 
months and with respect to wh cit th~e is pending application with the State 
insurance c:om:missioner for a c tificate of operation as a health plan, shall be 
treated for purposes of this sub . tie as a quaJified heaUh plan (if such a plan 
otherwise meets standards u.nd thLc; subtitle) unless the State ('an 
demonstrate that­

. (1) fraudulent or material r.n.is epresentations ha:ve: been made in the 

application whi~ are hazardo s to the State: . 


(2) a disqualification of the~'p nSl:'lr of tht: applicant entity has occurred; 

(3) the plan that is lh.e s1J.bj~t of the appUcat.ion, on its face, fails to meet the 
requirements for i1 cotli.plete a plication; or 

(4) a financial. impairm~.\t exi ts with !,I;?';pect to the applicant that is 
sufficip.nt co demonstrate the pplicanfs inability to continue its operation~, 

Bw:i:!.l !,;oo:t2Cratives rind Mwt -fu lover Plans Taft·Hartlev 

Existing Rural Cooperatives ust me€t the same rules as qualified. association 
plans . They must meet sol-v ncy requirements developed by DOL al'ld .take 
all ~omers in their cooperad e. Otherwise, all a('countable health pian 
insurance reform requirem ts apply. 

Multi-imployer <Taft-Hartle) plans must meet the same rules as large· 
employers. They must m.ee the .same insurance reform requirt!u1eItts as 
other h~a1th plans, indudin 110 pre-e."\.isting r.:onditioI"" open enrollment, 
guara.l1.tQeCi issue, guarantee renewal, portability, etc. They also must offer 
the standard benefit packag . They also mUtit meet .!;1olvency requirements for 
risk-bearing plarts that ""''ill developed by the Depa..rtmen{t'2f Labor. 

, 

eState Responsibilltie 

Within OIl~ year of the pro ulgation of this act, states must carry OUt the 
following responsibilities: 

establish the HCCAs including interstate HCCAs,. consistent \Alith the 
requiremer.ts of this act; states may submit waiver applications, 
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according to HH5 criteria in the druwing of bawtdaries for HCCAs. 

provide procedures for e establishment iiWd oper:i.\tion of individual 
and small bwiness pur 6ing groups, rules gOVemlng sales by agents 
or direct sales of health lans, rules for the annual open en.rollment 
period, and other overlSi ht responsibilities; 

oversee standardization information iWout health plan performance 
consUibmt 'With thQ req ts of this act; 

develooed- biA Ant kci.er4i c.wvdr){nert-r
eitabljd" It rtsk adju~t,m t progr~to ensUre the-lalt allocation of .... 
risk.t; among health 1'1 operating with each coverage Sl'ea; 

certify th.c.t health plans comply with the requirements of this act, and 
provide monitoring of ealth plan standarc1s; 

establish (monitor) dis ute resolution processes consistent With tht! 
health plan stalldards, 

The bill divides employers in two classes, based on employer si4e­

Small Employers! 100 -time employees or less. May purch~e an 
accountable heillth 1'1 at the adjusted- .;ommunity rate through either 
indep~dp.nt brokers 0 insurance agents, cooperatives or private; non­
profit pun::hasing gro or publlc emollment sights . 

. Large Employer Grall Pw-chasers: More than.100 tull·time employees. 
Urge employer grou purchasers may oHer either acmuntable health 
plaru for which the e ployer negotiates the rate (experience-rated), 
employer-sponsored ealth plans (risk-~ari:ng pl.m) or a combination· 
of the two as a group. alth plan. Large employers may group together 
to negotiate and pur ase ac~ountable health plans or~to offer 
employer-sponsored lans. Large QI1'lployers are not pkt of the 
community-rated L 

All employers must pt'ovld their employees with infonna.tion regarding 
their healt:h plan options. the employee requests, employer.5 must enroll 
them in their choice of hea. th phll1· and deduct the amOW'lt of the premium 
from wages, minus any ployer contribution. Employers are neither 
required. nor precluded ir m contributing to the cost of employee health 
covi:!tage_ 

, .. 
-. 
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N ondiscri.minat:ion provisions 

. 

t apply to all, employers: 

ate in the provision of health insurance to 
ployees based on their eligibility for low­

te to the purc:hase of any full-time employee's 
ake W\ equal contribution on beha.l1 of all 
ployers who contribute to the purchase of any 

Eatployers {'annot elisa 
@itht:'.r full· or part-time 
income subsidies. 

Employers who contrib 
health ~ce IIlu.:;t 

tull-time employees. E 
part-time employee's h alth insurance 1l1u,st make the same dollar 
contribution for all pa ..time employees. 

A full-time employ~ i defined as an individual who is emoloyed for 
. . 

30 or more hours per ek.. A part-time employee is defined as an 
individual who is empl yed Jar at lealSt 10 but lcss than 30 hours per 
week. 

For purposes of the n ndiscrim.lnation rules. an individual does not 
qualify as a full-time a part..Ume employee if the individual is a 
seasonal employee a.n lor W'til the iudividuw. has been employed for 
;;ix. months. 

An employer who I:on ributes to the purchase of an employee's health 
insurance must make e same dollar contribution regardless of the 
health plan chosen by the employe~. 

~ to prevent e 
commun1ti- ed OQ 

(overage for all fill ­
medicare retirees. t 
subsidiaries or. . 
s , eilth nski or 

Sma.ll employers will pay 

players from '''dumping'' employees int :\ 
I employ~rs must offer-but not r-health \ 

~yees, part- . oyeesl and pre- ) 
ge em ~~s" prohibited from creating 
. . s~enting the1I'wer.k.fQ.rce bps~d on health 
. hapated need of health c:a.reseNK~. .-l 

ny qualified health plan selected by the employee 
. an amount equal to the con ribution they would mD.k~ on the p.Jl'l.ployee's 
. behalf to th~r~plqyel'wselE" ted health plan. t} e01fl1 Qf serVice 001Jf1 piur

wl\t r)e fJH'Crea 1(\ 11 5¥'YY1U 0r.l1.P maru,+,H- availa.l?l~ . 
Large employers must oUe their employees (mcluding part-time and 

seasonal workers) a choice f at least three health plans-one of which is a 

point of service option pIa il ava.ilable ill Lhe area. Employers:may meet 


.7 



SENATE FINANCE 
~010 

this obligation by offering qual' ied asSociation plans. 

E. ployer Purchasmg Groups 

MembPrshipin these purcllas' g groups will be voluntary and llmitt;d to 
employers and employees in 'b lntt.ljJ;oe, of 100 01' fewer employees, and to all 
other individ.uals not enrolled in a health plan who live or work in the 

/ HCCA area. Nothing in this ct r.equires the esta"bli~hmQnt of Oil purchasi.."'tg 
group - nor prohioit$ the Eitsta lir;hment ofmore than one - in all area. 

Purchasing groups would be :nnitted to contract sel~vely with qualified 
hi:;!ii\lth plans- If a cooperative negotiates a pri<;;e lower than the community 
rate, that price becomes the p an'lS .new community rate, 

F. .Allowing Access to Fe eral Employee Health Benefit Pl.a.t'ls 

Any plaxt under t.\e Federal ployee Health Benefit plan offered. to fedei'al 
employees in a State-designa ed. comrnwuty-rated araa must be available ror 
purchase by individual and all group purchasers in that'area. Non-federal 
employee purchasers shall'p y a. pre.miuma.mount b~ on thQ local. 
community ra.te for that pl&n and. shall not be apart of the FEh"'B insurance 
pool. 'Plans offered nation all through FEHB·shall not be required. to be open 
to non-federal employee en o11m~nt. . 

G. Improv.ing Access in nd-erserved Areas 

The IIRS Sec:retary will esta lish a program to ad.minister grants to the state; 
for ,the purpose of creating r eI'.handng coaunl.tIlity-based prhnary care 
entities that provide scrvic s to low-income or' m.edically UItderserved 
populations, I 

EX"lj\anced As.si!=:tlUce for C mmunitv Health Centers and Fed any 
Qu~ed Health Cenrers 

. . 

Expanded resources will b provided for the current Couunu.n~ty and Migrant 
Health Center programs, a d the related Federally Qualified. He3.lthCenter 
program.. 

8 
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jdi-hDnal pmlA'SIOOS ' 
1 r ( 1 'lax Incentive fer PTa ice in Rur Frontier and U!'ban Undpt;:; Arel\~ 

(r.m v; (J , ' , . l UP 10' a..rob J of' ~3~1 000 , 

'or ~1'r161 Physiciaris practicing in roral, fro tier, or~'~ed urban il..t'eas are. . 

1) 5}1::'l)1 d allowed a tax credit equal to $1,0 a mon Nurse practitioners and
'e'!. 'A / .. .J physician assh~t:ants would also b eligible r a sUnilar credit, equal to $500 per


p:'uw' month. 

Loan repayments under the Nat' nal Health Service Corps Loan Repayment 
Program ar'e excluded from td.xa Ie income. 

The cost of medical equipment, , .ted to $32.500 annually, ~d by a 
physidan in it rural health prnfe slona} shortage area can be inunediately 
expensed. 

Interest, up 1;0 $5,000 annually, aid on education loans of a phYSician, 
registered nurse, nurse practitio ex, or physidan's assistant u; allowed as an 
itemized deduction if the incliv'dual agrees to practice in a rural community, 

Develo ment of Networks of are in R.ural .and Fro tier ArC:>35 

The HHS Secretary is authoriz to waive certain Medicare and Medicaid 
requirements for demonstfatio projects to operate rural health netrN'orks. 
Public and private entities m.ay apply for such waivers. The 5:cretary may 
award grants to ussist organiz' tions in ruul net\Vorks planning; 

The Secretary will'conduct as dyon the benefits of developing a 
supplemental benefic packAge and making available premiums that will 
improve access to health servi es in rural areas. 

~, 

IRural and Frontier Emerapn 
,;, 
I 

A rural emergency medkal s rviccs progra m is established to improve 
cmergenry medical services ( MS) operating in rural and frontier 
communities. 

Rural community hospitals eeting eligibilitycrtterla may qualify ...s Rural 
Emergency Access Cornmuni Hospit.,l~ (REACHs). This program will 
permit e..xisting rural commu ity hospitals participating in: the Medicare 
program to maintain their c rent status if they m~t standards of eligibility 
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as a rural emergency access fadli . Current special reimbursmtent to small 
rural Medlcare-~dep.;mdp..nt hospi s enacted in Omnibus Budget 
Reconciliation Act of 1989 will extended. 

H. Long Term Care 

Tax ProvilSions 

Expenditures for qualified long-t care (QLTC) services are deductible as 
medical expenses. Su.ch servic include diagnostic:, preventive, therapeutic, 
rehabilitative I maintenance and enc1'\al c:a.rQ. Provision of such services 
must be <.:ontingcnt upon certifiation of impairment in three or more 
activities of daily U:ving by a lie nsed health Ca:t:'t: practitioner. 

employer provided long-term ~ re coverage which meets certain consumer 
protection standards promulgat d by., the NAIC, is excluded from. an 
employE*!'s taxc.'ble income. Pr .rn.iums paid by an individual for qualified 
long-tenn care are deductible a a medical exp~!l\se; 

N.Ale is directed to promulgat, standards for the use of w;l.i£on:n la:nguage 
and detinitions in long-term c e in.5urancti! polides, with permissible 

~ S1ruCfu.(l.. variation:; to take in:-o account differences in state licer.sirtg requiremc:.nts for 
vI t\ be prw JtJ1ong-tenn care pfovlders. 

~or 'roYr~e ~.~ Accelerated Death Beni! its
JJm(r1Unrtt\-~~J- . 

WY( . 
,.) 	

Clarifie::; the income tax treat ent of accelerated death benefits paid to 
terminally ill persons. Payme ts made under a qualified tenninal illness. 
rider can be receival tax-free if they were paid after the insured's death. 

m. FISCAL RESPONSIBILITY 
4, 

, I 

i..A. F'mandng (Estimated Ove 5 years; S in Billions) , 

Medicare Savings lrnu,,} be INJe{i:e(;/) 
. ...toa(Olmcdu k z;,Y , 

Medicaid Savings ;;/ecreast:: if\ 1.:)t>:kl..o-tLl' $55.8 

Postal Service 	Retirem~nt $13.0 

SU'BTOTAL SPENDIN'G REUUC $154.7 
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