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ColmmJnts on Kennedy Mark

VERY ROUGH,
Directional,

S year deficit
effect, vs. CBO's
HSA

rost sharing, more serv1ces,

Benefits package higher 2% below
esp. preventive CBO'¢ HSA, per
‘ CRS memo
Premium Subsidies more generous for nonworkers and | -20
exempt workers (assumes 25% of
HSA level of outsourcing)
Cost-Sharing subsidies more ge%erdus +46 7

Corporate Assessments +
Other revenue

2% on small firms that don't offer,
1% on 1000+ (assumes fire wall

P

;;AWOTC;E)
reasury

holds perfectly) estimate)
Tobacco taxes $1.49 per pack (Stark) =32
Voluntary alliances IF CBO |scores state regulation as +0
effective|as mandatory alliance
regulatian
FEHB preserve FEHB as an alliance for all | +0.5
LTC self-funded, IF premium set 0
correctly. There is long term rlsk of
pressure | for subsndles
AHC/GME more gerierous +27
State and Local employer ballpark jbased on CBO's estimafe of | +18
subsidies ) HSA paypyoll caps
State and Local Employer | on units 1000+ up to -7
Assessment revenue :
Age rating | VERY pljeliminary +10 (not in
C mark, but
| strongly
preferred)

Fed/st. sharing of savings

forces states to return 25% of their
savings in HSA

-14 (not clear
how this will
work)




| Commepnts on Kennedy Mark

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

New Public Health capped

HSA k«Fpt this discretionary émd '

+ 3 (could be 10)

ENTITLEMENT smaller, had offsets
Vulnerable Population | +2
Adjustment ‘
Health Research Set- 0
Aside - dedicated
premium tap _
NET EFFECT ON §° -11
YEAR DEFICIT, VIS A
VIS HSA
b
£3
- |
23 A«g‘vL- r"w/-c/n-'
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HHS ASPE/HP

State Maintenance of Effort under the Health Security Act, Year 2000
o A ~ L i |

Wyoming

MOE Popijlation MOE Per | Index to

2000 (1) 2000 (2) Capita us

($ millions) {thousands) 2000 2000
UNITED STATES 23,400 273,217 $66 1.00
Alabama 171 4,498 $38 0.44
Alaska. 69 568 3122 1,42
. Arizona 449 3,954 $113 1.32
~ Arkansas 101 2,620 $38 10,45
California 3,546 33,588 8117 1.37
Colorade 201 3,568 556 - Q.66
Connecticyt 537 3,472 $155 1.80
Delaware 33 777 842 0.49
District of Colum 142 571 $248 2.89
Florida 884 14,804 860 - 0.70
Georgia 408 6,977 $58 - 0.68
Hawaii 98 |’ 1,256 $78 0.9
idaho 53 © 1,143 $46 0.54
llinois 857 | 12,917 $66 077
Indiana 427 6,056 $70 0.82
lowa 118 3,117 $37 © 0.43
Kansak 149 2,708 $556 0.64
Kentucky 186 3,951 847 0.55
Louisiana 445 4,540 $88 - 1.14
Maine 118 |- 1,362 $86 | 1.01
Maryland 486 5253 583 |, 1.08
Massachusetts 638 6,263 $102 1,18
Michigan 628 9,871 363 0.74
Minnesota 256 4,663 $55 | 0.64
Mississippi o8 2,800 $34 1038
Missouri 618 5,485 $113 1.32
Mentana 28 888 $31 0.38
Nebraska 85 1,752 $49 0.57
Nevada 146 1,404 $104 1.21
New Mampshire 54 1,240 $43 0.50
New Jersey 657 8,316 379 0.82
New Mexico 43 1,669 $25 0.30
New York 3.656 19,034 $192 2.24
North Carolina 823 7,185 $73 0.85
North Dakota 20 - 660 %30 0.35
Ohio 950 11,983 579" 0.83
~ Oklzhoma 160 3.502 $46 0.53
. Oregon 124 3.243 | 338 0.45
Pennsylvania 882 13,135 $67 0.78
Rhode Island 85 1,041 382 0,968
South.Carolina. 268 - 3913 $68 0.80
South Dakota 20 767 $26 0.30
Tennessee 485 - 5,393 $86 1.01
Texas 1,321 18,897 71 0.83
Utah 71 1,880 $38 0.44
Vermont 30 648 $46 0.53
Virginia 427 6 657 $64 0.78
Washington 287 5,438 $55 0.54
West Virginia 110 -1,810 $58, 0.67
Wisconsin 148 5,468 827 | 0.31
18 508 335 0.41

" (1) HCFA OAct; ASPE: NOTE: State estimates do not sum to U.S. total due to rounding.
(2) CPS 1992 state population projected to 2000 using national growth rate.
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on Kehnedy‘ Mark

VERY ROUGH,
Directional,

5 year deficit
effect, vs. CBO’s
HSA

|
|

: | Benefits péckage higher cost sharing, more services, 2% below
: esp. preventive - | CBO’s HSA, per
, | CRS memo
| Premium Subsidies more generous for nonworkers and | -20
exempt warkers (assumes 25% of
HSA level of outsourcing)
Cost-Shafing subsidies more generous +46
E Corporate Assessments + 2% on small firms that don’t offer; -44 (NOT

Other revenue 1% on 1000+ (assumes fire wall. Treasury -

' holds perfectly) _estimate)
Tobacco taxes $1.49 per pack (Stark) -32 )
Voluntary alliances Assuming|lose 1% growth per year +30

(optimisti¢, IF CBO won’t score
state regulation as effective as
mandatory alliance regulation)

FEHB preserve FEHB as an alliance for all | +0.5

LTC self-funded, IF premium set : 0

correctly.| There is long term risk of
pressure for subsidies..

AHC/GME _ more generous +27

State and Local émployer CBO estimates 5-7 per year %

subsidies -

Age rating | VERY preliminary +10 (not in
mark, but
strongly

‘ preferred)

Fed/st. sharing of savings | forces states to return 25% of théir -14 (not clear

: savings in HSA how this will
work)

New Public Health capped | HSA kept this discretionary and - + 3 (could be 10-

ENTITLEMENT ‘| smaller, had offsets ' +18) ‘

He

o -3
o3



Comments pn Kennedy Mark VERY ROUGH,
© - <"Directional,
S year deficit
effect, vs. CBO’s

: HSA
Health Research Set-Aside v o |0
- dedicated premium tap ’
NET EFFECTON 5 - 1430
' YEAR DEFICIT, VIS A "
VIS HSA

The press release claimed $23 billion in abgolute 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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“ PAUL D. WELLSTONE
MINKEROTA

COMMITTEES:

ENERGY AND NATURAL REBCURCES
LABOR AND HUMAN RESOURCES
SMALL BUSINESS
INDIAN AFFAIRS

Hinesota Tow FREE NUMBER:
1-800-842-8041

States Denate

June 23, 1994

Dear Mr. President,

Last week several senators
continuing firm support for
0f health care reform.

e

NGTON, DC 205610-2303

and I sent you a letter urging
universal coverage as a key feature

Several organizations of heplth care consumers and providers

expregsed their interest in
you.

I am pleased to present you
coffered to sign the letter.
that this impressive list o©

communicating the same message to

with a list of the groups that
I'm certain we are both encouraged
f groups support 100% universal

coverage, employer mandateé, affordable care, cost containment,

and the option for states t
system.

Even more encouraging to mg
and individuals are ready t
to show their support for t

Health care reform cannot b
interests. Many of us in G
around the country, are rea
health care reform will not
interests.

o implement a state single payer

was the signal that so many groups
o respond to requests from Washington
hese key issues.

e hijacked by big ticket special

ongress, and millions of Americans
dy to stand up and make sure that
be hijacked by big ticket special

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

year.

All of us appreciate the most recent comments you and Mrs.
Clinton have made on the importance of passing a bill that is

unequivocal on the issue of

universal coverage. I know that I

speak for us all in offering any help we can provide in assuring

that we accomplish that goa

Sincerely,

Paul Dawvid Wellstone
United States Senator

1 in the 103rd Congress.

o O Post Osrice Box 281
108 20 AvVENUE. SouTw
Viaginia, MN 56782

218) 7311074

O 417 Lroenno avenug, SW
WhLsssan, MN RAZ01
(812) 23120001

D 717 Hary Semave Ossice Bunomwa
WaBNINGTOM, DC 208102303
{202) 224-8841

2550 Umversity Avinug, Wit
COUNT InTenraT:oNaL Builbing
ST, Paul, MN 6610141028
{612) 605-0823

PRINTED ON RECYCLED PAPER




June 23, 1994

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

Dear Mr. President;

Our organizations have always shared with you a commitment that
universal coverage must be the cornerstone of health care reform.
That commitment cannot waver as we continue our progress in
Congress to enact comprehensive health care reform legislation.

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

Universal coverage is imposgible unless it meets several critical
tests, First, it must include meaningful, employer-based
financing. Unworkable proposals that would put the burden on’
individuals to pay most of the costs of their care, or project
employer contributions into some distant future, cannot achieve
the health care reform that Americans are counting on.

e covered. Suggestions that-universal
as something less than total coverage,
ontinue to leave millions of Amecricans
agues of illness and impoverishment.
ry: people who work and those at risk
lderly and people with disabilities
ith cancer and people with AIDS,

n, men, children.

Second, all Americans must
coverage should be defined
such as 90% or 95%, would

vulnerable to the double
Anyone could lose the lott
of losing their jobs, the

and their families, people
people in rural areas, w

o

Third, coverage must be affordable. Meaningful cost containment
must be included to protect businesses, individuals, and
government entities contributing to the system.

Finally, states must have the ability to adopt a single-payerxr
system if they determine through their own legislative processes
that would be a fairer or more cost-effective approach to
universal coverage. : :

Universal coverage is not only & humane goal, one which most
industrialized countries have attained. It is also key to making
health care affordable because it would end wasteful and
inflationary cost-shifting, encourage preventive care, and allow
more appropriate use of regources. Suggestions that we waste




more years and more lives t
covering everyone, trying t
are a diversion from the fa
presented. In addition, it
country that its elected le
overdue step ¢of guaranteein
security. ‘

We ask that you remain stro
coverage, affordable for al
will be areas for compromis
assuring universal and affo
them. We will assist effor
coverage for health care in

Sincerely,

Actors‘’ Equity, Ron Silver,
ACTUP Washington
AIDS Action Council
American Assoclation
American Association
American Association
American Association of Phy
American Association of Uni
American College of Physici
American Counselling Associ
Americans for Democratic Ac
American Federaticn of Stat
American Medical Students A
President

American Psychological Asso
american Public Health Asso
Association of Maternal and
Association of Mental Healt
Judge David L. Bazelon Cent

of Chi
for Ma
of Pas

California Society for Clini

Campaign for Women’s Health
Children's Defense Fund
Churchwomen United

Citizen Action

Consumers Union

Crecative Coalition, Blair By
Family Service America

Gray Panthers

Health Access

rown ,

nkering around the edges of almost
make health care almost affordable,
r and workable framework you have
would send an unwelcome signal to the
ders are unwilling to take the long
that every American enjoys health

g in your commitment to universal
and fairly financed. While there
during the legislative process,

dable coverage must not be among

8 toward the goal of true universal

any way that we can.

President

dxen’s Residential Centerxs

riage and Family Therapy

oral Counsellors

icians for Human Rights

ersity Women

ns

tion

ion

 County and Munxc;pal Employees
sociation, Terrence Steyer, National

jation

iation, Eugene Feingold, ?resxdent
Child Health Programs '
Administrators

r for Mental Health Law

cal Social Work

Co~President

InterHealth, St. Paul, Minnesota

Internatxonal Association of
International Brotherhood of
International Union of Elect

and Furniture Workers (IUE

President

Pyschosocial Rehabllltation
Teamsters
ronic, Electrical, Salaried, Machine
), William H. Bywater, International



Legal Action Center

Lutheran Medical Center, Broocklyn, N.Y., Jim Stiles, Executive
Vice President

Naticnal Association of Community Health Centers o

National Asscciation of Homes and Services for Children

National Association of Protection and Advocacy Systems

National Association of Public Hospitals

National Association of Social Workers

National Association of State Alcohol and Drug Abuse Directors

Natiocnal Community Mental Health Care Council

National Council of Churches of Christ in the U.S.A.

National Council of La Raza

National Education Association

National Federation of Socigties for Clinical Social Work

National Mental Health Assogiation, Mike Saenza, Chief Executive
Officer

National Rainbow Coalition

National Women’s Health Network

New York StateWide Senior Action Council, Inc., Ruby Sills
Miller, Member of the Boaxrd :

0il, Chemical and Atomic Workeore International Union

Older Women’'s League ~

Protestant Health Alliance ,

Screen Actors Guild, Barry Gordon, National President

Sexrvice Employees International Union

Sigerist Circle of Medical Historians, Elizabeth Fee, Presxdent

Unitarian Universalist Aasociation of Cognregations

United Auto Workers
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UNIVERSAL COVERAGE

The commission would report to Congress every 2 years on the
demographics of the uninsured, and. its findings on why those
rihividuals were uninsured.

In the event 96% of all Americans do not have health insurance hy
2001, the Commission will develop a package of recommendations to
Congress designed to reach universal coverage. Special procedural
provisions (similar to fast-track) would be included for fast
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Current Health Spanding :
Yilltors, !
of BN ’;‘
Doliars Health Cara Relorm Spanding R

Yeriar

Current Baseline Health Spending Estimale’s Include: ;|
Medicare P
Medicaid . "‘;: "4
Tax Spending ‘ o _

Employer Provider Health Insurance fo Employee
Cafetoria Plans

e

Health Care Reform Spending Estimates Inciude:

Medicare (including reductlions)

Medicaid (including reduclions)

Tax Spending 7
Employer Provided Health Insurance 1o Employee
Expanded Deduction for individually Purchased Insurance
Cafeleria Plans

New Revenues for Health Care (i.e., cigaretie tax)

New Entitlement Spending (Subsidies)

‘n any year, if health care reform spending would exceed the current baseline health spending, the
following aufornatic actions (each set o conlribule a deagnaxed amount of the shortfall) will occur
io prevent deficit spending:

Increased tax on |igh cost insurance plans
Subsidies 10 purchase insurance slowed down
Expanded tax deduction phase-in slowed down
Qut-of-Pocke! limit increased for health insurance
??Medicare??
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PURPQSE: To retain the economi

TAX_CAP SUBSTITUTE
AND ALTERNATIVE APPROACH TO CAPS ON PREMIUMS

~

incentives of a tax cap -- allowing a
high degree of individyal choice of plans, but imposing a limit
on how much the government will subsidize; and to impose a
penalty on higher cos! insurance plans.

A Conimission will be established to evaluate health care spending
and market trends in areag throughout the country. The Commission
will sludy how the competitive market works in high and low cost
areas and will make recommendations to Congress on changes in
health care reforms to reflect its findings. It will establish
performance measures to detenmine whether market reforms are
effective in holding down| the rate of growth in health care costs in
individual market areas.
' \
An assessment will be placed upon high cost insurance plans. A high

~cost plan is one that exceeds the average of the lowes!l cost two-

thirds of plans offered in an area. A plan above the two-thirds
average will be subject|to a 25% premium tax on the difference
between its premium and the average. (Working on rule for rural and
frontier aresas.)

A plan offered in an area where the average exceeds the National

average will be subject to an additional tax if it cost is above. the
two-thirds average and its rate of increase is above an inflation

factor set in the statute.

Applies to all health| plans including self-insured.



, FINANCING
(Estimated 5 year financing, $ in billions)
Medicare Cuts
Change Hospital inpatient Update Formula $13.8
Hospital Inpatient Capital 87
Phase Down {ospital DSH . 13.2
Reduce Hospita! IME | 14 .1
Extend OBRA 93 SNF Savings 0.8
MD Fees: Real Per Capita GOP : 5.1
MD Fees: Cumulative Targets ; 153
MD Fees: Conv. Factor ' ' ‘ 2.5
income-Related Premiums 8.0
Extend 25% Part B Premians ' 4.9
Extend OBRA 93 Hore Healih ‘ 2.2
10% Home Health Copay ~ ' 7.6
Extend Secondary Payol - 37
Home Health Median Limit 1.5
part B Deductible ‘ 15
Interaction effects o -15.2
Subtotal Medicare | | $86.0
Medicaid Cuts
Medicaid DSH Phase-down | f $43.7
Medicaid Capitatian 12.0
Subtotal Medicaid : $55.8
Postal Service Retirement $13.0
sublotal Spending Reductions B $154.7
Revenues
Premium Assessment $37.5
Tabacco Tax $54.0
Wi State/Local 7.6
Subtotal Revenues ' $61.6
TOTAL FINANCING ‘ $253.8
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Questions to ask Finance Staf

Are subsidies tied to t}
all bids or just bids(ir
]

1. L

L

Is premium tax levied on
lowest 1/2 (2/3?) of all
or something else altoge

Is the high cost plan px
revenue hole" or just a
flat, what? (25%, 35%7)
define the hole.

Is there also a tax cap?
of lowest 1/2 (2/3?) of
HIPC?

What do you do with Medi
mandate is triggered?
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above the average of the
or just bids inside the HIPC

emium tax rate set to "fill the
flat rate to collect revenue?
If to "fill the hole," please

If

If so, is it pegged to the average
all bids or just bids inside the
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Draft June 23, 1994

ALTERNATIVE HEALTH REFORM PROPOSAL

SUMMARY

Under this proposal, universal

coverage is phased—in between 1995 and 2000.

Prior to the year 2000, insurang¢e market reforms and premium subsidies are implemented
to encourage more employers and famntilies to voluntarily purchase coverage. To provide access

to affordable coverage, small employe
plans selected by the Federal Employ
public program, Medicare Part C, also

families.

Universal coverage is assured |

responsibility. Employer responsibili
more employees are required to cove
employers, if they do not cover a spe
2000, an employer requirement to prg

In 2000, families not covered
coverage.

REFORMS PRIOR TO THE

Insurance Market Reforms

rs and families are permitted to purchase the same health
ree Health Benefit Program for federal workers. A new
offers affordable coverage to certain small employers and

by 2000 through shared employer, familiy and government
y is phased—in by employer size. Employers with 100 or
r their workers and their families in 1998. For smaller
cified percentage of their currently uninsured workers by
pvide coverage is triggered.

by employer—provided coverage are required to purchase

YEAR 2000

Upon passage, immediate transition provisions (similar to those in Title XI of the Health
fect to assure that existing coverage remains in place until

cforms can be implemented.

Insurers are prohibited from terminating coverage for groups and individuals,

except in cases of nonpayment, fraud or misrepresentation. Insurers wanting to
leave the market immegiately can transfer their business to another carrier (subject

¢
' Security Act ("HSA")) take ef
more comprehensive market
°
to state or federal sta
° Insurers that increase
their policyholders.
¢

Insurance and market
a state passes consist
Health Board.

dards).

premiums must assess the same percentage increase to all

Comprehensive insurance reforms are implemented nationally by January 1, 1997.

reforms are implemented by the federal government unless
ent state reform laws and it is certified by the National




Availability of Coverage

¢

All insurers intending to offer health benefits in a state must be certified.

All certified insurers
comprehensive packagg

are required to offer two standard health plans —— a
 and a catastrophic package —— to employers and uninsured

families. The comprehensive package is similar in value to the Blue Cross and

Blue Shield standard ¢
("FEHBP"). The catas
families that currently

Coverage is provided
impose limited waiting
applicants. Portability

)ption in the Federal Employees Health Benefit Program
trophic benefit package is available only to employers and
have a similar level of coverage.

on a guaranteed issue basis. Insurers are permitted to
periods for preexisting conditions for previously uninsured
of coverage is guaranteed.

Insurers may require that 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—adjusted 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
coverage areas.

usted community rates throughout defined health care

Employers above the defined size cannot select community-rated health plans.

These employers can p

(Experience-rated and
for community-rated h

urchase experience-rated insurance or can self-fund.

sclf-funded plans are subject to reforms similar to those
calth plans).

All certified insurers (including Medicare Part C) participate in a risk adjustment

and reinsurance system

established pursuant to federal standards.

Employers that offer coverageto their employees must offer either the comprehensive
package or the catastrophic package.

Employers can offer one health plan or several plans.

Employers are not required to contribute any specified percentage toward any

plan.
comprehensive package

Employers must contribute a minimum percentage toward the

in order to receive federal premium subsidies (see below).

Families in which both|spouses work for employers offering coverage ("dual-
earner families”) may choose coverage through either employer.




Premium Subsidies

¢

OPTION: Except in tjze case of low—income familiés eligible for Medicare Part

C, families with a fu
contributes a minimu
purchase coverage onl

Employers offering th
benefits to their empld
benefits as a condition

[—time worker working for an employer that offers and
m percentage toward the comprehensive package may
y through the plan(s) offered by the employer.

e comprehensive package may also provide supplemental
yees, but may not require them to purchase supplemental
of being covered under a comprehensive package.

Nonworking families and fami]lics whose employers do not offer them the comprehensive

benefit package may purchase coverage from any certified insurer.

Guaranteed

availability for these families would be limited to annual open enrollment periods.

Families with changes in job
enrollment periods.

status or location would be provided with special open

Medicaid cash and non—cash recipients enroll in health plans with comprehensive benefit

packages (similar to HSA pro

- adjusted community ra

Medicaid cash recipien

visions).

ts are permitted to enroll in any health plan at or below the

average premium. Thegederal 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 dcross health plans assure that all health plans participate
fairly in covering this population.

Medicaid non-cash recipients are permitted to enroll in any health plan at or

below the average pre

mium. The federal and state governments pay an age-
e to plans that enroll them.

Health plans charge only nominal cost—sharing to cash and non-cash recipients.

Employers begin receiving federal premium subsidies when comprehensive insurance
reforms are implemented in 1997.

To be eligible for subs

dies, employers must provide the comprehensive benefit

package to their full-time workers and their families and must contribute at least

80% of the premium.

Employers that offer more than one plan to their workers

must contribute at least 80% of the premium of the lowest cost plan that they

offer to be eligible for

subsidies.

Employer subsidies are| based on the wage level of each employee. Employers
receive greater subsidies for lower wage workers than for higher wage workers.



http:premium.Th

¢

Medicare Part C

¢

Employer subsidizes are provided up to the average current premium ("ACP") in
cach area.

The ACP is the estimated national per—capita cost (calculated similar to HSA
average per capita target) for the comprehensive benefit package, adjusted for each
health care coverage area.

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

Employer subsidy levels are reduced prior to achieving universal coverage in the
year 2000. Employers that previously have not offered insurance to their
employees (or have offered only very low value coverage) receive 50% of the
subsidy they would receive after 2000. Currently insuring small employers receive
25% of the subsidy that they would receive after 2000.

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

Families that purchase the coﬂnprehcnsive 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
income ("AGI"). The

Nonworking families

family pays no more than 3.9% of family adjusted gross
subsidies are capped at the ACP.

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 less than 250% of poverty.

For families whose employers 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 employer share.

Self-employed people generally receive subsidies based on the same sliding—scale
subsidy schedule.

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

The premium for Medicare Part C is set at the ACP in each area.




. Provider rates adjust dver time to assure that the premium is sufficient to support
the costs of the program.

Eligibility for Medicare Part
Ways and Means Mark.

C and its administration are generally as described in the
AFDC and SSI beneficiaries and non-cash Medicaid

participants are covered as dgscribed above.

Eligibility for Medicare Part
fewer than 100 employees) i

C is extended to larger employers (up to employers with
n areas where there are not a sufficient number of health

plans offer the comprehensive benefit package at or below the ACP.

If the Secretary of HHS determines that a significant number of larger employers (e.g.,
100 or more employees) cannpt provide the comprehensive benefit package at premiums

consistent with the ACP, the
regarding how Medicare Part

Eligible employers and famil

4
L

Secretary must develop and submit a proposal to Congress
C can be provided as an option to larger employers.

ies can enroll in Medicare Part C directly or through a
referral from FEHBP. ‘ :

Making FEHBP Available to Empl}oyers and Families

¢ As under current law, FEHBP contracts with a variety of health plans in each area.
~ Federal employees, including Members of Congress, choose from among the health plans
selected by FEHBP.

¢ Beginning in 1997, the health jplans selected by FEHBP are available to other employers
and families. '

° Community-rated employers (i.e., those below a certain size) may arrange for
coverage through FEHBP. Their employees can choose any of the FEHBP health
plans (and by referral, Medicare Part C).

L Families not covered by. employer—provided insurance can obtain coverage
through FEHBP. '
J Age—-adjusted community rates apply to employers and families obtaining

coverage through FEHBP in a manner similar to the market outside of FEHBP.
Health plans charge tHe same age-adjusted community rated premiums inside
FEHBP as they charge in the outside market (except potentially for differences in
marketing fees as under the Education and Labor Mark).

¢ To provide access to affordable coverage for federal employees and other employers and
families, FEHBP is provided with additional authority to selectively contract with health
plans.




Federal employees are held h

Beginning in 1997, all firm

FEHBP would be requ
the ACP and that mec¢

FEHBP would not be

ired to contract with health plans that have premiums below
t specified quality and service criteria.

required to contract with health plans that have premiums

above the ACP, giving FEHBP additional bargaining leverage. FEHBP would

have the authority to f1
above the ACP.

Unlike today, FEHBP
employees instead of
same premiums to FE]

As they do today, all

same health plan, rega

Prior to the year 2000

that premiums for fede
contribution towards |
(when the requirement

ecze or limit new enrollment in health plans with premiums
armless from the effects of community rating until the year

pays age—adjusted community-rated premiums for federal
experience rates. That is, health plans would charge the
HBP as they would to other employers below a certain size.

federal émployees pay the same premium to enroll in the
rdless of age.

the federal contribution in an area increases to the extent
ral employees are higher due to rating changes. The federal
health coverage rises to at least 80% beginning in 1998
for employers with 100 or more employees takes effect).

Beginning in 1995, the tobac¢o tax is increased by $X.

s with 100 or more employees are required to pay an

assessment equal to 1% of payroll.

¢
2000.
L
®
™
Revenues
é
¢
¢

Prior to achieving universal coverage (or after, if an employer requirement for firms with

fewer than 100 workers is not triggered), firms not providing coverage pay phased in

assessments equal to:

0.5% of payroll in 1997.

0.75% of payroll in 1998.

1.0% of payroll beginping in 1999.




UNIVERSAL COVERAGE A

Employer Requirements

¢

Universal coverage is assured
responsibility.

Employers with 100 or more
families in 1998.

An employer requirement to p

ND REFORMS AFTER 2000

by 2000 through shared employer, familiy and government
employees are required to cover their workers and their

rovide coverage is triggered for small employers if they do

not cover a specified percentage of their currently uninsured workers by 2000.

In 2000, families not covered
coverage.

When the employer requirem

by employer-provided coverage are required to purchase

ent for firms with 100 or more employees is initiated in

1998, those employers are required to:

. Contribute at least 80% towards at least one health plan offering the guafantced

benefits package.

. Make pro-rated contributions for part—-time workers.

When universal coverage is achieved in 2000:

° All employers are requ

red to offer a choice of plans, including at least one lower

cost sharing plan and one plan offering an unlimited choice of providers (as in

Ways and Means Mar

).

If the small employer fequirement is not triggered because the market achieved
the specified coverage goals, small employers would be required to offer, but not

contribute toward, a ¢

oice of health plans.

] Employers reccive a '|dual earner credit" -that shares the cost of dual earner
families across employers (as in Ways and Means Mark).

° Full subsidies are available to all employers (see below).

' If no employer requircment is triggered for employers with fewer than 100
employees, certain non-discrimination rules apply, meaning that employers
making voluntary conlributions for full-time workers must make pro-rated
contributions for part—~time workers. ‘




Employer and Family Subsidies

¢

Insurance Reforms

When universal coverage is achieved

Cost Containment

¢

Full subsidies are available to

all employers when universal coverage is achieved. For

employers with 100 more employees, full subsidies become available when they are

required to provide coverage (

. Employer subsidies arq
greatest in firms with f

see above).

based on each individual worker's wage, and therefore are
he largest number of low-wage workers.

] For each worker, the employer pays the lesser of the premium for that worker of

the following caps based on the worker's wage:

$12,000 or less, 8.0%

5.5% for workers carning
for workers earning $12,001-$15,000, 10.0% for workers

earning $15,001-$18,000, 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
income for their 20% share of

nd, families are required to pay no more than 3.9% of
the premium. Further subsidies are available for families

with income up to 150% of the poverty level (same as HSA).

When an individual requiren

lent is initiated (year 2000), non-working families are

required to pay the 80% cmployer share of the premium for the period of time they are

not working. Subsidies are av
the poverty level (same as HS

ailable for families with unearned income up to 250% of
A).

in 2000, insurance reforms are strengthened:

] Health plans are no longer permitted to vary rates by age.

] Pre-existing condition

. The catastrophic benef

Premium:caps are triggered in

exclusions are prohibited.

ts package is no longer available.

the year 2000 if the rate of growth in premiums nationwide

exceeded target rates of growth from 1997 to 1999. Caps are enforced at the premium
level that would have been achieved if caps had been met beginning in 1996.

Medicare Part C remains available, with its premium priced at the premium target for

each area.




¢ FEHBP continues to make health plans available to small employers and nonworking
families.

State Flexibility
¢ Effcctivc in 1997, states 'may exercise flexibility in structuring their health care systems.

° Certain elements may pot be changed (including the guaranteed benefits, coverage
requirements and subsidies, and insurance reforms).

° States may establish |voluntary or mandatory purchasing cooperatives (as in
Education and Labor Mark). Voluntary purchasing cooperatives may operatc in
place or or alongside the FEHBP optlon

° States can adopt altermative methods of cost containment that are equivilent in
effectiveness (similar fo Ways and Means Mark).

° States may establish alternative administrative structures for premium collection
and enrollment.

¢ States have the option of implementing a single payer system.
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Moderate Finance

benefit package

standard option:

HSA-8%

(assumed, tbd by

National Board)

catastrophic option:

HSA-26%

premiums

age rating (2:1)

pre-trigger adjustments:

adverse selection

voluntary (8%)
catastrophic option

uncompensated care (DSH

DSH p

uncompensated care;

S&L spending stays, etc.

no AHC add-on CP\wNLﬂf‘

(for

by year adjustments)

hases out faster than

NET see attached year

employers

no mandate

f 3 rms

but not contribute to
coverage

firm
prov

firm
curr
comm
hous

5 with < 100 must

s will reduce their
enit payments
ensurate with the

ehold’s subsidy.

5 with 100+ must offer

ide payroll deductions

T TR T

individual mandate

firm subsidies

as ok 2002

noné

|

b
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individual subsidies
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2000:
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the y
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alliances/community
rating pools

firms
nonwo
non-c

volun

with < 100,
rkers, etc., + MCD
ash;

tary;

premitm outside HIPC x%

lower

tax cap

employer payments exempt
only pp to avg. of lower

1/2 o
can C
if fi

‘this

f bids; individuals
laim this {(phased-in)
rms pay less than
amount : '

Cost Containment

basel

ine - 1% from tax cap

high cost plan
assessment

Premium tax on high cost

plans
plan
whose
mean

plans|

Asses
of di
premi
lowes

Tax e
accou
those
catas
exemp
diffe
catas
premi
botto

, where a high cost

is defined as a plan
premium exceeds the
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sment is equal to 25%
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t 2/3 of plans.

xempt medical savings
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ums {average of
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Medicaid

lower

growth rate on

federal capitation
payments $12 (?) billion
over % years

Fixed

percentage of

enrollees allowed in HIPC
with private enrollees --
15% pgr year in 1st 3

years

and additional 10%

per year after that.

Medicaid DSH phase-down:

$43.7
years

(?) billion over S

Other Federal Programs

lose spvings from slowing
the rate of increase in

Other Savings

federal spending (FEHB)

{ No long term care program

$60 billion over 5 years;

No Medicare drug benefit
$73 billion over 5 years;

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

Other Revenue

premium assessment:

| tobaccae tax: 54 (?) /////

billion over 5 years

HI statje/local: 8 (?)
billion over 5 years
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Health Care Reform model parameter/assumption checklist -

Mdderate Finance

benefit package standard option:

~HSA-8% (assumed, tbd by
National Board)

catastrophic option:

HBA-26%

premiums ' age rating {(2:1)

pre-trigger adjustments:

adverse selection
voluntary (8%)
catastrophic option
uncompensated care (DSH

SH phases out faster than
ncompensated care;

>

. ‘§§
P ol v

L

&L spending stays, etc.
no AHC add-on Cﬁ\wﬂ

(for NET see attached year
by year adjustments)

employers X no mandate

firms with 100+ must offer
put not contribute to
coverage '

firms with < 100 must
provide payroll deductions

firms will reduce their
current payments
commensurate with the
household’s subsidy.

individual mandate ' as of 2002

firm subsidies none




g{

individual subsidies

Jin 2000, 80% in 2001.

ged to standard

ume a Chaf&ee voucher
centage formula, but

ster, and subsidies stop
240%. : :

O

97: 90%
98: 120%
99: 150%
00: 180%
01: 210%
02: 240%

NN

< 100% pay nothing when
igible. HH between 100-
0% pay a fixed fraction
the premium determined
formula on attachment.

o0 NO T

bsidies are tied to mean
f lowest priced 1/2 of
lans. This is equal to

% of the mean premium on
he year by year

ttachment.

(93]

ssume that 100% of those |
nder 100% of poverty
ake-up insurance pre-
andate. Pre-mandate,
ssume the Cooper take-up
ate for all others. If
nit has current coverage,
ssume they maintain
urrent coverage.

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

Exemption tied to mean of

|lowest 1/2 of plans.

a&}kuk&a



alliances/community
rating pools

firms with < 100,

nonworkers, etc., + MCD
non-cash;

voluntary;

premium outside HIPC x%
lower '

tax cap

employer payments exempt
only up to avg. of lower
1/2 of bids; individuals
can claim this (phased-in)
if| firms pay less than
this amount

Cost Containment ’

baseline - 1% from tax cap

high cost plan
assessment

Premium tax on high cost
plians, where a high cost '
plan is defined as a plan
whiose premium exceeds the
mean of the lowest 2/3 of
plans.

Agsessment is equal to 25%
off difference between
premium and average of
laowest 2/3 of plans.

Tax exempt medical savings
agcounts available to
those choosing the
catastrophic option;
exemption capped at
difference between
catastrophic and standard
-premiums {(average of
bottom half of plans)

Medicare

S

$
Y

avings from program are
B6 (?) billion over 5
bars




Medicaid

lower growth rate on
federal capitation
payments $12 (?) billion
over 5 years

Fixed percentage of
enrpllees allowed in HIPC
with private enrollees --
15% | per year in-1lst 3
years and additional 10%
per|year after that.

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

Other Federal Programs

lose savings from slowing
the| rate of increase in

Other Savings

federal spending (FEHB)

No long term care program
$60|billion over 5 years;

No Medicare drugAbénefit
$73| billion over 5 years;

Postal service fetirement
spending reductions: $13
(?) billion over 5 years.

Other Revenue

HI state/local:

premium assessment:

tobpcco tax: 54 (?) ’
billion over 5 years

8 (?)
billion over 5 years

N
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Health Care Reform model parameter/assumption checklist

Moderate Finance

benefit package

standard option:

HSA-8% (assumed, tbd by
Natlional Board)

catiastrophic option:

HSA-26%
prémiums age| rating (2:1)
pre-trigger adjustments:
adverse selection
' voluntary (8%)
catastrophic option
uncpmpensated care (DSH
DSH| phases out faster than
uncpmpensated care;
. S&L| spending stays, etc.
1
no AHC add-on CﬁN\NL~/
(for NET see attached year
by year adjustments)
employers no mandate

firms with 100+ must offer
but not contribute to
coverage

firms with = 100 must
provide payroll deductions

firms will reduce their
current payments
commensurate with the
household’s subsidy.

individual mandate

as of 2002

firm subsidies

none




individual subsidies

] assume

pegéed to standard

me a Chaftee voucher
entage formula, but
e-in of subsidy
ibility will be

1997 90%
1998 120%
1999F 150%
2000 180%
2001 210%

2002 240%

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

Subsidies are tied to mean

est priced 1/2 of
This is equal to
the mean premium on

ar by year

ment .

insurance pre-
Pre-mandate,
the Cooper take-up
r all others. 1If
s current coverage,
they maintain
coverage.

rate f
unit h
assume
curren

Indivi

phases jup 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 1/2 of plans.

ual tax exemption -~




alliances/community
rating pools

firms! with s 100,
nonworkers, etc., + MCD
non-cash;

voluntary;

premium outside HIPC x%
lower

tax cap

employer payments exempt
only up to avg. cf lower
1/2 of bids; individuals
can claim this (phased-in)
if fiyms pay less than
this amount

Cost Containment

baseli&e - 1% from tax cap

high cost plan
assessment

Premium tax on high cost
plans,| where a high cost
plan 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
premium and average of
lowest |2/3 of plans.

Tax exempt medical savings

"accountis available to

those choosing the
catastrophic option;
exempt ion capped at
difference between v
catastrophic and standard
premiums (average of
bottom half of plans)

Medicare

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




Medicaid

1ower\growth rate on
federal capitation
payments $12 (?) billion
over 5 years -

Fixed|percentage of
enrollees allowed in HIPC
with private enrollees --
15% per year in 1st 3
years land additional 10%
per yegar after that.

Medicalid DSH phase-down:
$43.7 {?) billion over 5
years

Other Federal Programs

lose savings from slowing
the rate of increase in
federal spending (FEHB)

Other Savings

No lonl term care program
$60 billion over 5 years;

No Medicare drug benefit
$73 billion over 5 years;

Postal |service retirement
spending reductions: $13
(?) billion over § years.

Other Revenue

premium assessment:

—
tobacco| tax: 54 (?7)
billion| over 5 years

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




Proposal: 6.25.94

1. All individuals would receiv

2. All individuals categorical
covered by 96-97 through the AFL
purchase private insurance undg
eligibles (we need to find
welfare/insurance link)

--this reduces the number ¢
vulnerable populations

--this reduces uncompensate
add-on. .

~-~this reduces the ultimats
be fully federally paid s
income individuals

--states share in the costs

3. We would extend the Medic
payments from 1 to 2 years

voluntary insurance program). {
insurance for those former reci

--This greatly assists the
they currently only have
increases the likelihood
this case, we pay Medicaj

--Reduces ultimate federal
AFDC eligibles will remaj

4. We provide 25% of ultimg
employers that meet all covers
that do not.

5. Newly insuring firms woulg
subsidies. Both of these phase

6. Cost Containment. An asses
above the target. The tax rate
receipts resulting from premium
household subsidies.
Ilnetll

7. We use the premium

re coverage by 2001.'

ly eligible for Medicaid would be
)C/SSI capitation payments. We would
»r the same terms as other Medicaid
new rules here to divorce the

»f uninsured immediately among
*d- care, therefore the premidm

> federal costs as most would
1s nonworkers/or other low-

D

aid transitional health insurance
(or more--perhaps as long as the
Medicaid currently pays for health
lpients that work for 1 year).

welfare reform work incentives--.
1 year of coverage, which

of re-entry into AFDC. In

|d for them anyway.

cost as increases the prob that
ln in the workforce.

ite employer subsidies for those:
ige rules; no subsidies for others
receive X% of ultimate employer
2-in over time.

sment is placed on plans that bid

» is designed to recover lower tax
growth above the target as well as

price charged by health plans is

calculating the average weighted premium. The net price is defined

as the premium bid less the tax.

premium compared to previous s
well as the no tax case. It alsd

This lowers the average weighted
cenarios that subsidize the tax as
provides additional incentives for




[

consumers to choose lower cost
that it could also result in

plans. In concept, one could argue
slower growth over time since it

creates a trend of average premiums that are lower in any given

year than the pure managed competition world.

8. An individual subsidy schedu

le exists that allows individuals to

purchase insurance. It is simillar to the HSA nonworker schedule.

schedule (or another one we co

‘Those individuals not covered by 2001 would pay according to this

hstructy}.




MEMORANDUM FOR PAT GRIFFIN

STEVE RICCHETTI

Gs

JACK LEW
CHRIS JENNI
 FROM: CAREN waco |
SUBJECT: WASHINGTON REPS ROUP
DATE: 1994

JUNE 22,

A group of Washington repr
associations and some inde
group under the leadership
and Letitia Chambers of Ch
Whitten and Diamond.

These individuals are, work
- President’s principles, mo
employer responsibility/ma

They have acted as an umbr
their group to a meeting w
Gephardt and now Secretary

Their next small core meet
"8:00 a.m..in the Truman Ro

They then. plan meetlngs on
others as needed

" A large’ group of administr
Ricchetti, Alexis Herman,
I attended the first. meeti

As the committees complete
group will approach others
.will continue to pull toge
result. L o
From time to time they wil
administration to attend t

briefing on our positioning on the bills.

- .as your schedule permits.

Alexis Herman'
Steve Hilton
Greg Lawler

sentatives of companies and trade
endent lobbyists have formed a working
of former Congressman Jim Moody (D.WI) .
mbers Associates, and Bob Diamond of

ng in support of many of the
t especially universal coverage and
dates. ,

lla group to invite companies not in
ith Senator Daschle, Representative
Shalala on June 23. :

ing. will be on June 29 at Head's at .
oM, .

July 13, July 27 and August 8, and

DS

ation representatives including Steve

Greg Lawler, Ed- Knight, Matt Gorman and .-

ng of the group._

their work, I understand that the
who may support final passage,  and
ther a group which can work for this

1 be inviting‘representatives of the-
he first part of their meetings for a
I hope you will accept
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SENT BY: i 6=22-84 | 4:16PM BAKER, HOSTETLER~ 84567431582

T

H.R. 4610

IN THE HOUSE OF REPRESENTATIVES

. %

Mr. LaFALCE introduced the following bill; which is referred
to the Committees on Ways and Means and Energy and
Commerce jointlyl ,

A BILL

To amend Title XVIII [of the Social Security Act to provide
for coverage of |self-administered Betaseron treatments
for Multiple Sclerosis under the Medicare program, and
for other purposes.

1 Be it enacted | by the Senate and the House of
2 Representatives of thg United States of America in Congress
3 assembled,

4 SBECTION 1. SHORT TITLE.

5 This Act may be |(cited as the “Multiple Sclercsis Home
6 | Treatment Equity Act gf 1994".

7 SEC. 2. COVERAGE AND PAYMENT OF SELF-ADMINISTERED BETASERON
8 UNDER MEDICARE.

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);
12 . (b} By striking the period at the end of subparégraph (o)

13 ~ and adding in lieu thereocf, *; and"; and




10
11
12
13
14
15
16
17
18
19
20
2i
22
23
24
25
26

SEC.

© 6-22-84

(c} By adding at
"{R) betasero

multiple scleros

without medical o

administration of

standards establi

the safe and effe

the end the following new subparagraph:
n (Interferon beta—ib) for patiénts with
is competent to use such biological
r other supervision with respect to the
such biological, subject to methods and
shed by the Secretary by regulation for

ctive use of such biclogical, and items

related to the administration of such biological."

3. REGULATIONS.

The Secretary of

Health and Human Services shall, not

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

issue final regulations setting forth standards and methods

for safe and effective use of bateseron for purposes of

payments under Section| 2 of this Act.

SBEC. 4. EFFRPCTIVE DATE.

The amendments made by section 2 of this Act shall apply

to payments for items| and services furnished on or after

October 1, 19%4.

4:16PM 5 BAKER, HOSTETLER-~ 84567431:8 3
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House

LEGISLATION TO PROVIDE MEDI-
CARE COVERAGE FOR
BETASERON

HON. JOHN J. LaFALCE

OF NEW YORX
IN THE HOUSE OF REPRESENTATIVES

Tuesday, June 31, 1994

Mr. LAFALCE. Mr. Speaker, | am today in
wvoducing & bill, the Myltipls Sclerosis Home
Traatmom Equity ACt of 15884, 0 provide Med-
icare raimburaement of Bataseron, the only
approved biclogical trestrnan deveioped ape-
gifically for persens suffering from multiple
scierosis.

it has been g@stimated mMat more than
300.000 peopie in the Unite¢ States have
been diagnosed with muliple sclerosis. of MS.
Tne disease Lsually strikes at s prime of
productive lfe—most peopie 809 gisgnosed
with MS batween age 20 and age 40. MS at-
tacks the cenral nervous system, producing
an inflammation in the brain and spinal cord,
which in- UM causes scarring lesions on the
nerves and a multitude of debilitating symp-
toins. The symptoms of M$ ars highly inevig.
val, but may inclute fatigue, impaired vision,
ioss of muscls coordination. temors, and
bladder and bowe! prodlems.

The most egridus symptom af MS is the oc-
currence of periogic flareups, called exacof-
bations, of symptorma. Wihout treatment marny
indivicuals experience a progressivg worsen-
leading
1o steady physical delerioration and permas
nent digability.

. Of the sstimated 300,000 podpls amactay
with MS, spproximately 25 percam have been
diaghosed with relapaing/remiting MS. In ra-
apsing/remitting MS, the exacgmdations occur
less frequantly, and recovary from the exacer-
bauons is gensrally complete or pertal. Al

tough individugis experience plateaus of sia- |

tis impairmant, duling wnich they are gen-

arally abig to perform the functions of normal

caily life. thay are often parially irpaired and
are at rigk of !unnor prograszion of the -
aase.

FOA ASPROVED TREATMENT

The Food Drug Administration has re-
cantly approved a teammen called Betaseron

for yse by thoge with reiadsingremiting MS, -

Betuaseron is a)ravoitionary biological agemt
which has been shown in clinicg! tesis 1o te
eftective in decrsasing the freguency and se-
verity of sxacervations in ralaps ing/ramitting
patierts.

The most significam sspect of Betaseron s
that it reduces 1he formation of jesions on the
nervas. Since thiese iesions are wigely thought
0 be relgted 10 the progression of e dis-
edse, Betagaron could very well be slowing
the pnysical detarnoration of the individual, In-
dividugls aifiictad wilh reigpsing/remiting MS
3G more productive lives with

approval 10 §poad corsumer acCess
o the teatmém. Ths Agency .approved
Betaseron a3 a T e bk
clogical agent, ing that patiems who are
able can inject themseives with Betaseron 31
home. Bewseron muat be injecied: UNer the
skin every ¢ther day. Unfortunately, the injec-
Sons, gvan pe d 8t home. are very axv
pensive, . sosting| approsimately $1,000 every
month, W health care which
provides red ement jor home injectiona,
most people MS would not be sbig © gt
ford Betaseron, . ) “
There are Sximataly 17,000 psople oib
ghle for who hava relapging/remil-

ting MS. Cumrenity, Mecdicare only cowers traat-

adrminiaiered injections, and therefors does
not cover Betaselon, This presenms a problem
for people diy with relapeing/remitting

MS who became eligitle for Medicare. Many
Fve up their private

are no lenger réimbursed for the trastmen
tat 3 so Deneficlal. Thay ere than foroed 10
find ways ® r the large expense of
BatAberon o4 own, they we un-

abi¢ 1o work, or forepo s berwficisl effects.

epresentatives

The tragecy of this situmtion was highiighted
for me by the sxperigrces of & sman from my
district, Mr. Kevin Cloy. Mr, Cloy is 31 years
old, and was dagnosed with relapsing/remi-
g MS in 1880. Mr. Cioy was forced 10 gquit
his job due 10 the disabling eftects of MS, In
March, Mr. Cloy became eligible for Medicare,
ksing his private insurance coverage.

Last December, Mr. Cloy became one of the
first people 1o receive Betassron afier FDA ap-
proval. Betaseron trsalrmert has done won-
ders for Mr. Cloy. Me i now able to walk,
whereas dbefore Hetaseron he was sonfined o
& wheeichair. His wite is now abla 1o go«o
work without worrying about what might hap-
pen 1o him durng e day, Mr, Cioy wams 1o
svantually retum 1o work, {0 20ain be a o
ductive member Of society. With Betaseron
this may be possible.

However, Mr. Cloy and m family can no
-longer afford W pay for Betasaron. The com.,
munity ¢ Middiepen, NY, recemly ciganized a
suocessiul tundraiser. But this ofters ony a
temparary sclution,

NEED FOR MECICARE COVERATE

We must change 1he inequlty in the Med-
care systam, in which some beneficiaries are
covered for Betageron treatmems and 50me
are not. Medicare coverage of Betaseron is
neseded 5o that all of thase aMicted with re-

" lspsing/remitting MS can have the potential of

returning to 8 mora normal, productive life.

Mr. Speaker, in thig historig time when Con-
gress is gctively addressing nationat heaith
care retorm, R ig clsar that our system must
provide batter care 16 more peopie &t 8 lower
108t One way to accomplish thase goals is 1p
sfocus on preventive care.

| balieve that providing access w Betaseron
ot those aflicted with MS is an sxcelient ex-

-ample of the financial banefits of praventive

e, In giowing the progression of the dig-
"6886, and Jliowing these indivickuals 1 19tum
o productive Rtestyies, Getaseron provides
bemefts which, m the long term, may far ex.
mwnmtoiwwmmmmm

| bellove that it is UMe wo aCt &5 make this
criticsl reatment: avalinbie o a1l oligibie Meci-
care  benefiviaries. | urpe the Congress to
adopt this important wﬂaﬁon
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Look at Durenberger "medical ne

what are the implications?

cpssity" language. Does it add costs or cost less;

From Jennifer: Very bad; disturbing. ‘Defines medical necessity in statute as a

"clinically meaningful” benefit. O

ly one-half of what medical necessity is.

Lightening rod for discussions. Defines in terms of outcomes; sliould look at things
like length of illness; patient satisfaction. Does not deal well with assistance in

‘functioning' (only deals with changes in health status; not assistance).

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

Estimate the premium in the first

ive years under the following:

Benefits package actuarially equivalent to BCBS low option.

Voluntary market.

Insurance reforms (guaranteed issue; portability; age—adjustcd 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 community pool.
Firewall at firm size 100 for community rating and self-insurance.

- Medicaid related issues.

a.

b. What are the implications

c. What are issues related to
to join a plan or remain in

d. What are the issues associ

What are issues of leaving Medicaid reéipients outside of the community pool?’

of the Moynihan Medicaid managed care bill?
equiring states to give AFDC recipients the option
jivledwaxd"
d with full or partial mtcgratlon of SSI into plans?

- How do you set the|proper capitated payment?
~~  How are wrap around services handled? ,
~—  What type of care/s¢rvices would they receive in a capitated

environment? -

Analysis of individual wagé caps

(presumably off the shelf). -
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June 13, 1994

NOTE TO: Chris Jennings
Judy Whang
Ken Thorpe

FROM: Bridgett Taylor

SUBJECT: Request from Senate |Democratic lLAs (Debbie Chang) on
comnmunity rates.

Debbie Chang has requested that we run numbers for her on what
would happen to the community [rate if the Medicaid population
(excluding SSI) were integrated into the community rated pool in
businesses below:

1) 500
2) 250
"3) 100

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

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

cc: Jerry Klepner
Karen Pollitz
bon Johnson
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MAINSTREAM COALITION PROPOSED AGREEMENT |

L COVERAGE
‘A, Expanded Tax Deductibility

e health insurance deductiqn for self-employed persons is extended
permanently and phased in to cover 100% of the cost of qualified health
plans.

A medical expense deduction for health insurance premiums for individuals
is added and phased in to it the deduction of 100% of the taxpayer's cost
for a qualitied health plan.

B. Low Income Assista:nc

Low-income individuals will receive subsidies to purchase health insurance.
By 1997, individuals and families with incomes below 90% of the federal
poverty level (who'are not eligible for Medicaid) will receive a supsidy to
purchase health care insurazjce through accountable health plans.

By 2002 the subsidy will be |phased-in for those with incomes up to 240% of
poverty. At 100%, the subsidy covers the full premium, up to the “applicable
dollar limit”. Federal assistance phases out at 240% of poverty.

Federal Subsicies for low-income familics and individuals will be based on
the standard benefit package. For individuals and famuilies with incomes
above 200% of the federal poverty level, subsidies could be usad for the
purchase of the standard benefit package, or the basic benefit package.

C  Mechanism to Assure Full Coverage

il report to Congress every 2 years on the
ured, and its findings on why those individuals

The Health Comumission
demoegraphics of the uni
are uninsured.

Tn the event 95% of all Americans do not have health insurance by 2002, the
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The package will be_ {povw‘cd 1 CMteSS Ay
legsla+ion stui.hng n the packade Must be
onsidered WwHning. Imigd Hime pavicd and  wlld &
fily amendavie pn /{m Deriv.

Commission will develop a package of reccmmendaucm to Cangress
designed to reach universal coverage. _

004

rf: the end of six months, if Congress fails to act on the Heal ission
recotitRendations or defeats their recommendati without enacting an
alternative, a Tegiiirement that [ndividuals have insurance coverage is
automatically imposed ait-san be-satisfied by coverage under either a

standard package or a basicpdciage.

’Ihzi:rerszgg—' ealth Care Coverage Areas where co
95 %-wi exempt from this requirement.

II. EXPANDED ACCESS TO HEALTH COVERAGE

is at or abova

A.  Insurance Market Reforms and Stznda:dé for Accountable Health Plans

The Secretary shall, in consultation with private expert entities, develop
standards for health plans within six months of enactment. Whenever a
reqmrement or standard is imposed on a health pla.n the requirement or
standard is deemed to have been imposed on the insurer or health plan
SpPansor.

States will enforce the standafds set forth i in thxs Act pursuant to regulalions
issued by the Secretary.

These requirements apply to|all certified health plans. Spedial rules
regarding the applcation of these requirements to large employers and the
self-insured are in the sections relating to employers.

. Guarantee availability thmughout the entire HCCA in which the plan
is offered,; ‘ ‘ “

q
&,
i

. Guarantee eligibility to all applicants;

. Guarantee renewal tq all enroliees, except in instances of non-payment
of premiums, fraud gr misrepresentation, or relucation outside the

- area.

° No denial, imitation, or condition of coverage based on health status,

claims experience, of medical history during the annual open
enrollment period.

I ) s
|
|

t
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. Individuals enrolling in aj plan for the first time ar after a long gap in
coverage may be subject {0 a pre-existing condition limitation of no
more than six months.

¢« - Comply with all rating r quiréménts including age adjustment and
family class, established within the coverage area. Specal rules apply
to large employers not eligible for the HCCA pool.

. Comply with open enrollment process established by the state and
establish enrollment progesses consistent with the requirements of this
act

. Comply with finandal golvency requirements, premium and collection
criteria- :

. Participate in a risk adjystment program designed by the Secretary and
administered by the states, in accordance with the factors and rules set
forth in this act; States may apply for a waiver from the Secretary to
estublish alternative risk adjustment mechanisms;

. Collect and provide standardized data collection and reporting
requirements, and comply with confidentiality standards;

. Establish dispute resoltition processes in accordance with this act;

. Provide written information to all énr_ollees regarding a patient’s right

*  State laws that have the effect of prohibiting or restricting plans from:

- lindting the number and type of providers who partidpate in
- the plan;

- requiring enxgllees to obtain health services from participating
provxd-e:b,

- requiring enrallees to obtain referral for treatment by a specialist
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or health institution;
- atabhshmg different payment rates for participating prufnders,
~ creating incentives|to encourage the use of parﬂczpahng

providers;
. State corporate practice agts;
. State mandated benefit atts.

B. Other Qualified Health Plans
Emplover Sponsored and Group Health Plans

Employer-sponsored health plans (risk-bearing) and group health plans { a
combination of risk-bearing and commercial insurance) must meet the same
insurance reform requirements as other accountable health plans; including
no pre-existing conditons, open enrollment, guaranteed issue, guaranteed
renewal, etc. They must offer|the standard and basic benefit packages. They
also must meet solvency requirements for nsk-beamg plans that will be
developed by the Department|of Labor. :

Oualified Association Health [Plang

The bill grandfathers existing association heaith plans that kave been in
existence for three years prioy to the date of enactment. These indude trade
and professional assoclations, religious organizations, public entity
assodations, and Chumbers of Commerce. Associadion health plans musf
meet solvency requirements developed by DOL and take all comers in their
designated association, Othérwise, ail qualified health plan insurance reform
reyuirements apply.

“Qualified Assodation Plang” must be organized and mamtqmed in good
faith, with appropriate bymla s that spec:.ﬁcally state the purpise, as a trade
association, mdust:y assodation, professional association, Chamber of
Commerce, a religious orgapization, or a public entity assocdation and that the
entity has been established and maintained for substantial purposes other
than to provide the health gare reqmred under this section; and the
sponsoring entity is and hag been in operation (together with its immediate
predecessor, if any) for a continuous period of not less than 3 years and
receives the active support|of its membership.
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Any arrangemant that, as of June 1, 1994, has been in effect for not less than 18
months and with respect to which there is pending application with the State
insurance commissioner for a certificate of operation as a health plan, shall be
treated for purposes of this subfitle as a qualifiec heallh plan (if such a plan
otherwise meets standards undpr this subtitle) unless the State can
demonstrate that —~

(1) fraudulent or material misrepresentations have been made in the

application which are hazardous to the State;
(2) a disqualification of the spgnser of the applicant entity has cccurred;

(3) the plan that is the subject |of the application, on its face, fails to meet the
requiremnents for a complete application; or

(4) a finandal impalrment exists with respect to the applicant that is
suffident to demonstrate the applicant’s inability to continue its operations.

lover Plans (Taft-Hartley)

Rural Cooperatives and Mult

Existing Kural Cooperatives must meet the same rules as qualified assodation
plans . They must meet solvpncy requirements developed by DOL and take
all comers in their cooperadve. Otherwige, all accountable health plan
insurance reform requiremerjis apply.

Multi-Employer (Taft-Hartley) plans must meet the same rules as large -
employers. They must meet| the same insurance reform requirements as
other health plans, including no pre-existing condition, open enrollment,
guaranteed issue, guaranteed renewal, portability, etc. They also must offer
the standard benefit package. They also must meet solvency requirements for
risk-bearing plans that will be developed by the Depa:m'tenffof Laber.

C.  Staie Responsibilitie

Within one year of the promulgation of this act, states must carry out the
following responsibilities:

establish the HCCAs) including interstate HCCAs, consistent with the
requirements of this act; states may submit waiver applications,


http:requiremer.ts
http:sufficip.nt
http:rrangeme.nt

06/24/94  12:45 o

implament e

SENATE FINANCE
‘ : giuuy

according to HHS criterla/ in the drawing of boundaries for HCCAs.

provide procedures for the establishment and operation of individual
and small business purchasing groups, rules governing sales by agents
or direct sales of health plans, rules for the annual open enrcliment
period, and other oversight responsibilities;

oversee standardlzanon of information about heaith plan performance
consistent with the requirements of thts act'
ane kderal government

' estahlish- risk adjustment program, the aﬂocatzon of N
risks among health plans operating wzth each coverage area;

certify that health plans comply with the requirements of this act, and
provide monitoring of health plan standards;

establish (monitor) dispute résoluﬁon processes consistent with the
health plan standards. |

The bill divides employers into two classes, based on employef size.

Small Employers: 100 full-time employees or less. May purchase an
accountable health plan ar the adjusted community rate through either
independent brokers of insurance agents, moperanves or pnvate, non-
profit purchasing groups or public enrollment sights.

. Large Employer Group Purchasers: More than 100 full-time employees.

Large employer group purchasers may offer aither accountable health
pians for which the employer negotiates the rate (experience-rated),
employer-sponsored lealth plans (risk-bearing plan) or a combination’
of the two as a group health plan. Large employers may group together
to negotiate and purchase accountable health plans orito offer
employer-sponsored plans. Large emplayers are not part of the
community-rated pool.

All employers must providp their employees with information regarding
their health plan options. If the employee requests, employers must cnroll
them in their choice of health plan-and deduct the amount of the premium
from wages, minus any employer contribution. Employers are neither
required, nor pracluded frym contributing to  the cost of employee health

coverage.
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Nondisc:iminéﬁcn provisions that apply to all employers:

Employers cannot disariminate in the provision of health insurance to
either full- or part-time pmployees based on their eligibility for low-
income subsidies.

Employers who contribute to the purchase of any full-time employee’s
health insurance must hake an equal contribution on behalf of all
full-time employees. Employers who contribute to the purchase of any
part-time employee’s health insurance must make the same dollar
contribution for all part-time employees.

A full-time employee iy defined as an individual who is emvloyed for
30 or more hours per week. A part-time employee is defined as an
individual who is emplpyed for at least 10 but less than 30 hours per
week.

For purposes of the ngndiscrimination rules, an mdmdual does not
qualify as a full-dme o part-time employee if the individual js 2
seasonal employee and / or until the individual has been employed for
six months.

An employer who contributes to the purchase of an employee’s health
insurance must make the same dollar contribution regardless of the
health plan chosen by the employee.

Ia1% Omddc“h!’@"\ rh'ho.rggr to prevent employers from “dumping” employees. int _'\
,&y colectveliy communitty-rated pool, empioyers must offer~but not T~health
. coverage for all full-finme~eruployees, part- oyees, and pre-
W/jd né Fmb medicare retirees. Lange employers#i also prohibited from creating
wil e | subsidiaries or athor1s@ segmenting thelr rce based on health
Osideve d . stafurs, Tealth risk, or pntidpated need of health c Fvices.
bor

Small employers will pay any qualified health plan selected by the employee
an amount equal to the confribution they wuuid make on the employee's

behaif to dmo{,j(xin;)gayer-spie ted health pian ; Oh"H’ ‘\C FZ,YU{{UQ OP"HM ( e

La:ge

Srald Gy o availab!
employers must offer their employees (1r\<:1u::hmr part~t1me and

seasonal workers) a choice ¢f at least three health plans-one.of which is a
point of service option plan, it available in the area. Employers may meet

W uoa



bl e 34 ﬂ'

this obligation by offering q;ial’ ied association plans.

E. Individua; and Small

Membership in these purchasing groups will be voluntary and Umited to
employers and employees in businesses of 100 or fewer employees, and to all
other individuals not enrolled|in a health plan who live or work in the
HCCA area. Nothing in this Act requires the establishment of a purchasing
group — nor prohibits the estaplishment of more than one - in an area.

Purchasing groups would be pemmnitted to contract selectively with qualified
health plans. If a'cooperative negotiates a price lower than the commumty
rate, that price becomes the plan’s new commuunity rate.

F. Allowing Access to Federal Employee Health Benefit Plans .

Any plan under the Federal Empioyee Health Benefit plan offered to federal
employees in a State-designated community-rated area must be available for
purchase by individual and small group purchasers in thatarea. Non-federal
employee purchasers shall pdy a premium amount based on ths local -
comununity rate for that plan] and shall not be a part of the FEIB insurance
pool. Plans offered natiorally through FEHB shail not be required to be open
to non-federal employee en ollm;ent , »

G. Improvmg Access in Underserved Areas

C,c:_mmg nitv-Based Eg’v Care Graﬁt Program

The TTHS Secretary will estaplish a program to administer grants to the states
for the purpose of creating ¢r enhancing community-based primary care
entities that provide scrvicss to low-income or medically @dersewed
populanons A

Enhanced Asq::t;n e For Comanunity H@alth Centers and Federally
Quahﬁed Health Cenrers

| Expanded resources will b prowded for the current CUumlelty and ngrant
Health Center programs, a d the zelated Federally Quahfxed Health Center -

program.
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ﬁma mlﬁax Incentives for Pra ice in Rur Frontier, and Urban Underserved Areas

mﬂrami

omgz{
wild

¢ apadcd

s Up o Aokl of 36,000,
Physidars practicing in rural, frontier, or un ed urban areas are .
allowed a tax cedit equal to $1,000 a mén:%/q{ Nurse practiioners and

physidan assistants would also be eligible fOr a similar credit equal to $500 per

month.

Loan repayments under the National Health Service Corps Loan Repayment
Program are excluded from tuxable income.

The cost of medical equipment, lmited to $32,500 annually, used by a
physidan in a rural health professional shortage area can be immediately

expensed.

Interest, up to $5,000 annually, paid on education ioans of a physidan,
registered nurse, nurse practitioper, or physician’s assistant iy allowed as an
itemized deduction if the individual agrees to practice in a rural community.

Development of Networks of Care in Rural and Frontier Arpas

The HHS Secretary is authorized to waive certain Medicare and Medicaid
requirements for demonstraton projects to operate rural health networks.
Public and private antities may|apply for such waivers. The Secretary may
award grants to assist organizgtions in rural networks planning;

The Secretary will'conduct a study on the benefits of developing a
supplemental benefit package pnd making available premiums that will -
unprove access to health servifes in rural areas.

7:

Rural and Fronticr Emergency Care f
Sl em :

A rural emergency medical services program is established to improve
cmergency medical services (EMS) operating in rural and frontier
communities.

Rural community ho-:pxtc-.xs eeting eligibility criteria may qualify as Rural
Emergency Access Conununity Hospitals (REACHS). This program will
permit existing rural community hospitals participating in the Medicare
program to maintain their current status if they meet standards of eligibility

-
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as a rural emergency access fadliy. Current spedal reimbursement to small
rural Medicare--dependent hospitals enacted in Omnibus Budget
Recondliation Act of 1989 will be extended.

!

H. Long Term Care

Tax Provisions

Expenditures for qualified lang-term care (QLTC) services are deductible as
medical expenses. Such serviceg include diagnostic, preventive, therapeutic,
rehabilitative, maintenance and personal care. Provision of such services
must be contingent upaon certification of impairment in three or more
activities of daily living by a licgnsed health care practitioner.

Cmployer provided long-term care coverage which meets certain s.onsumer
protection standards promulgated by the NAIC, is exciuded from an
employee’s taxable income. Premiums paid by an individual for qualified
long-term care are deductible as a medical expense;

NAIC is directed to promulgate standards for the use of uniform language
and definitions in long-term care insurance policies, with permissible
A SM (_m rg ~ variations to wke into account differences in state licansing requirements for
u” b prov (e fiong-term care providers.

(o rome Accelerated Death Benefits

mmunty “f |
COxe - Clarifies the income tax treatment of accelerated death benefits paid to

terminally ill persons. Payments made under a qualified terminal illness.

rider can be received tax-free as if they were paid after the insured’s death.

.  FISCAL RESPONSIBILITY

-~

A. Financing (Estimated Over 5 years; $ in Billions) 4

Medicare Savings {must be 1
A0 Acamady ke

Medicaid Savings olé’{;ﬁ?(zy’ T amc'(;g-(f{,% $55.8

Postal Service Retirement $13.0

SUBTOTAL SPENDING REDUCTIONS ' $154.7
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