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Alternative Triggers

L Gephardt -- Delayed One-time Mandate Trigger | . a9
0} No employer or individual mandates until 1&,{ ] 7} .
* no premium caps until 1999 subsidies tied to premlum céév)m L"*"L’
interim to protect govemment )
-- bidding assess ents + fallback Medicare Part C program
' to accomplish premium control during interim in under
1000 sector, no constraint on 1000+ sector in interim
¢ up to 1% payroll'asseSSments on firms with < 1000 workers that
do not offer until the mandate (0.5% in 1996, 0.75% in 1997,
1.0% in 1998), 1% assessment on firms w1th 1000+ workers
from 1996 on.
¢ Pure individual wage caps (5.5%- 12%) for firms and HSA-like
subsidies for households.
3 5% lower béneﬁt package.
¢ No benefit expansion in 2001 and no S&L subsidies.
Results:

o $111B deficit increase in 1995-2000 (HSA- was $74B).

O $21B deficit reduction over 1995-2004 (HSA was $126
deficit increase).

o Fiscal problems driven by giving subsidies to currehtly
insured, de facto faster phase-in than HSA.

o .options considered for closing short run deficit problem:
-- reducing benefit package another 5% ($16B)

--  reduce employer subsidies by 1/2 untll 1999 ($57B)
= delay start of program ($55B)
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Mitchell-Breaux -- Sequential Mandate Trigiers

LS T ~ 3O +S

¢ Firms with 100+ triggered in 1998, 26-99 in 1999, 2-25 and

individuals mandated in 2000. - |
ek

. HSA Premium caps assumed. Urms A e

¢ 2% payroll assessment on 26-1000 until they offer, 1% on 1000+
that do offer from 1996, 3% on 1000+ until they offer.

¢ Mitchell (2.8-12%) individual wage caps for firms and HSA-like
subsidies for households.

¢ 5% lower benefit package.

¢  No benefit expansion in 2001 and no S&L subsidies.

~ Results:

o $88B deficit increase in 1995-2000 (HSA was $74B).

o $36B deficit reduction over 1995-2004 (HSA was $126
. deficit increase). 4

o Fiscal problems driven by giving subsidies to currently
insured, de facto faster phase-in than HSA.

o options considered for closing short run deficit problem:

--  reducing benefit package another 5% ($22B)

--  reduce employer subsidies by 1/2 until 2000 ($67B)
-- 1/2 employer subsidies until mandate ($48)

-- no subsidies to currently offering firms ($60B)

-- delay start of program ($55B)
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Mitchell-Breaux-B‘radley-Finance

Combines Mitchell-Breaux with Bradley’s alternative to

¢
premium caps and some elements of Moynihan’s mark.

¢ 1004~,' 26-99, 2-25 and individuals triggered as in Mitchell-

‘ Breaux (1998, 1999, 2000, etc.) [although we are considering a
variant that triggers in 1999-2001}.

¢ No hard premium caps, but plans are taxed for bids above the
target. This serves to constrain bids somewhat, and works like
a tax cap for consumers at the same time. Tax rate set to keep
government whole for higher household subsidies and revenue
loss from higher business spending.

¢  Employer subsidies indexed to shift risk of higher premiums to
firms from government.

¢ 8% lower benefit package.

] Less generous household subsidies (5% instead of 3.9% on the
20% share, only up to $30,000 instead of $40,000).

¢ No long term care, no Medicare drug, 'no early réﬁree subsidy,
and lower Medicare program savings.

Results: |

o Not estimated yet. Very complicated set of interlocking -
assumptions. Good numbers not possible in less than a week.

O  Given reduction in overall benefits, numbers may appear to

work, but they will always have more inherent uncertainty than
those derived from assumptlons about complete mandates with
premium caps '
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- ' : Trigger Model 6.1.94 )
N
QI 1996 1997 1998 . 1999 | 2000 1996-2600 | 1996-
~/ Subsidy cost: o 0 o , o N Cefd qug
HSA . | 11 37 9 - |122 - |128 396 1082 o ua . 221
Trigger 58 64 72 74 114 . 382 948 | - g3q +
Assessment : ‘ : ' : L{\ oo o - , ke
| Revenues: ~ _ : A 23
HSA 1 2 2 |2 1 8 12 .
Trigger . |12 | 13 14 14 15 68 s | My
Number - : o
uninsured ‘ : _
HSA 33 23 0 o |o
Trigger 34 |31 25 20 |o

Subsidy cost of Trigger assumes: No benefit package expansion in 2001, 8% growtli in subsidies after 2000, 25% of the
' : HSA level of outsourcing after 2000, no subsidies for state and local governments

Assessments: 2% of payroll on firms with 26-999 workers that don t offer health msurance, 1.5% for firms with 1000+ ‘
workers that do offer, 3% for firms with 1000+ workers that don’t offer.

6/6/94
leader\trigger.out
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Elements of Trigger Model 6.1.94 to Keep in Mind

_, 1996 1997 | 1998 1999 2000 96-00

Premiums, vs. HSA 5% | +5% 2% . | 1% | 5%

Cap Growth rates - 4.5% 4.0% 35% 3.0% 3.0%

Potential Savings‘losses, . , A , ,
Mcdicoid .~ |2 |5 15 |2 26 70
‘Medicare 1|2 6 8§ |8 25
Other Federal 1 2 9 ‘ 11 15 | 38
Programs ‘ ’ -

© Cafeteriaplans |0 . |1 1z o |3 a0 10
restrictions ' - : ‘ ‘ e -

Potential Revenue gains

. Revenue fromthe . | ? Sl ? e I B4 ‘ ?
. Mandate, Cost ‘

Containment, and

Subsidies

T JeaderMriggerofZ
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i
BN V :
~ . 1 ] L o
- L 1996 1997 1998 1999 2000 | 19962000 | 199-
T~ | 2004 . -
o Subsidy cost: - ' R
> i HSA 11 | 37 98 122 128 396 . 1082 -
i é Triggee— 58 | 64 ) 72 74 |14 |38 | 948
. . - —— B “4;:" e V ]
1 s Assessment
fa) 3 Revenues: 1 4 | -
- * HSA. 1 |2 2 |2 1 8 12
| )i Trigger || 12 13 1“4 |14 |15 68 128
- Number | - '
‘ unii}sured } I '
=S\ HSA 33 23 0 0 0
: 3 ~Trigger | 34 7 K) U 25 20 10

Subsndy cost of Trigger assumes: No benefit package expansion in 2001, 8% growth in subsidies after 2000, 25% of the
: - HSA level of outsourcing after 200() no subsidies for state and local governments

CRM

Assessments 2% of payroll on firms with 26-999 workers’ that don’t offer health insurance, 1. 5% for firms wnth 1000+
vmrkerv. that do offer, 3% for firms with 1000+ workers that don’t offer.
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SUBSIDY COSTS (BILLIONS)

1996-2000

1996-2004

Mitchell Carve Qut
with HSA-5%

$370

$980

Mitchell Carve OQOut
With HSA-10%

$340

$890

Mitchell Carve Out
With HSA-15%

$310

$810

Mitchell Carve Out
With HSA-5% and
reverse trigger;
hsa growth through
1998 then managed
competition; no
2001 benefit
increase and no s/1
subsidies

$400

$1115

Mitchell Carve Out
with HSA-5% and
reverse trigger:
hsa growth through
1999 then managed
competition; no
2001 benefit
increase and no s/1
subsidies

$380

$1030

HSA

$396

$1082

ALL ESTIMATES ARE PRELIMINARY AND NOT OFFICIAL

- T R
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TABLE 2

OPTION PACKAGES FOR 5% and 10% REDUCTIONS (HSA BASE)

5% Reduction

Option 1:

Option 2:
Option 3:

10% Reduction

Option 1:

Option 2:

Option 3:

Option 4:

Option 5:

Option 6:

Option 7:

Option 8:

FOR FEE~FOR~-SERVICE

Ralse coinsurance from .2 to .25

Raise cost-sharing maximum from $1,500 per person
to $2,500

i

Raise deductible from $200 per person to $325

Qut-of-pocket maximum $2,500/$3,000, .25
coinsurance; $250 hospital deductible

out-of-pocket maximum $2,500/$3,000, .25
coinsurance; deductible $350/3$700

Out-of-pocket maximum $2,500/$3,000, .25
coinsurance; deductible $275/8550; eliminate
dental and vision

Out-of-pocket maximum $2,500/$3,000; deductible
$500/51000; eliminate dental and vision

Raise out-of-pocket maximum $2,000/$3000, raise
deductible to $325, and cut mental health benefit
to Blue Cross Standard Option level.

Raise out-of-pocket maximum to $2,000/$3000, raise
deductible to $325, eliminate special preventive
services package

Eliminate prescription drug coverage.

Eliminate mental health coverage.
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TABLE 1
OPTION PACKAGES FOR 15% REDUCTIONS (HSA BASE)
FOR FEE-FOR-SERVICE*

Each option contains a set of changes all of which must be done
to obtain 15%.

Option I

Raise Cost Sharing .20 to .25

Raise Out of Pocket $1500 to $2500

Raise deductible to $400

Add a $250 per hospital admission deductible

Option IT

Raise Cost Sharing .20 to .25

Raise Out of Pocket $1500 to $3000

Cut Mental Health benefit to Blue Cross Standard

Change Prescription Drug cost sharing (.2 to .6 in higher)

Option IIX

Raise Out of Pocket SlSOO to $2500 ’
Eliminate Prescription Drug or Mental Health

Option IV

Raise Out of Pocket $1500 to $2,000

Raise deductible to $250

Eliminate preventive services package

Cut mental health benefit to Blue Cross Standard

*To get full 15% will need comparable reductions in HMO benefits.
See Table 2 for HMO package.




5/25/94
TABLE 2

OPTION PACKAGE FOR 10% and 15% HMO REDUCTIONS

In order to get a 10% or 15% reduction all of the

be needed:

Change HSA
Hosptial or specialized , 0
facilities admission
deductible

- Emergency Room Use " $10

(includes physician charges

Inpatient Surgery $10
(in addition to hospital deductible)

Delivery $10
(in addition to hospital deductible)

Outpatient Surgery
(includes facility charge):

Outpatient hospital $10
Freestanding facility . $10
Office Surgery $10
Physician, dental visits, $10

Other practioners
(other than prevention, ADM,
and vision)

ADM resiqential or $25
outpatient

Routine vision exams v $10

Home Health Care $10

Ambulance 0

DME 0

Prescription Drugs $5

|

<
N
wn
<

$100

$100

$100

$50
$25
$15

$15

$35

$25
$15
$50
20%

$10

(HSA BASE)

following would

$400

$150
$150

$150

$75
$35
$20

$20

$45

$35
$20
$75
30%

$15




Suiisidy cost of Trigger assumes: No benefit package expansion in 2001, 8% growth in subsidies after 2000, 25% of the
' HSA level of outsourcing after 2000, no subsidies for state and local governments

1997 1998 1999 - 2000 1996-2000 | 1996-
. % o 2004
Subsidy cost: y 114" ‘ , /3\06' P
HSA 11 &0 37 98- o, 122 128 396 1082
- Trigger 58<, 64 727" 74 114~ 382 948
Assessment
Revenues: , _ :

‘ HSA 1 2 - 2 2 1 8 12
Trigger 12 13 - ‘14 14 15 68 — | 128
Number ' \\_\

uninsured - , : ,
HSA 33 23 0 0 0 -, —
Trigger 34 31 25 20 0

a\w{z\'
v

Assessments: 2% of payroll on ﬁrms with 26-999 workers that don’t offer health msurance, 1.5% for firms wnth 1000+
workers that do offer, 3% for firms with 1000+ workers that don’t offer. 3
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- SUBSIDY COSTS (BILLIONS)

1996-2000 ‘ -1 1996-2004

Mitchell Carve Out | $370 - $980
with HSA-5% | |

Mitchell Carve Out | $340 ' $890
With HSA-10% a

Mitchell Carve Out | $310 - $810
With HSA-15% ' . :

Mitchell Carve Out $400 o ‘ $1115-
With HSA-5% and S

reverse trigger;
hsa growth through
1998 then managed
competition; no
2001 benefit
increase and no s/1
subsidies

Mitchell Carve Out $380 - ‘ . $1030
with HSA-5% and ,

reverse trigger;
hsa growth through
1999 then managed
competition; no
2001 benefit
increase and no s/1
subsidies .

HSA R $396 $1082

ALL ESTIMATES ARE PRELIMINARY AND NOT OFFICIAL
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MEMORANDUM FOR THE RECORD T Frara T

. X ah
FROM: ‘ Len Nichols
RE:
DATE:

1.

th

Fax # ‘ Fax # -

Derivation of Estimates Provided to Nexon 5/26/94
5/26/94
Overall subsidy savings of Kénn_edy mark: 21

Urbanesque AHCPR § year subsidy total: 375.3
CBO’s JISA: o 396

This is $10b greater than previous savings cstinmiates, delivered prior to the re-
calibration to Urban.

Better targeting (indiwdual wage cap ,
vs. firm payroll Lap) - 35

This is the pure cffect of moving to the

individual wage cap. T used HSA - Mitchell model 1
(UI) (396-360). Y subtracted 1 to make the whole
thing add to 21. |

"More generous household subsidies: -~ ' 27

Urbanesque AHCPR § year HH subsidy fotal: 243.8
CBO’s HSA: 217

i

. Employer subsidy savings from the
- £.5:worker exemption; : - 13

1 took employer subsidies to firms < 10 from AHCPR’s HSA (#239) model aﬁd '

subtracted ER subsidies to firms < 10 from ACPR’s 241D (Kennedy Mark),

multiplied by the ULVAIICPR adj. factor, 40/51.2. Then, I multiplied by the ratio

of payroll for firms with < § to payroll for firms with §-10 from UL
Imbedded in each of these estimates is the effect of a 2% lower premium.

Business savings:

I took Ken’s memo from Jim Mays who had. calculated busines savings from the
HSA consistent with CBO’s analysis and bascline. From our earlier assumption

that the revenue effects of Kennedy are roughly similar o those estimated for Ul
model 141, 1 inferred that business savings must be greater under Kennedy. How
much more is the fundamental and unknowable answer.” In mindlessly assigning



ID: " MAY 27'94 8122 No.003 P.02

[ . i,

Model 141’s revenue estimatcs to Kennedy’s bottom line under extreme time
pressure during the evening of 5/9, T had "given" Kenncdy $15b in “other
revenue'' vis a vis the HSA. This would require, given Treasury’s usual 1/3 rule
of thumb, an additional $45b in business savings. Given that the HSA only had a
total savings of $30b according to Jim, this didn’t seem credible. In addition,
AHCPR’s model output showed virtually identical total employer spending
 between Kennedy and the HSA, excluding corporale assessments. So, I decided

to lower the estimate of other revenue gains originally given to Kennedy by about
1/2. This is consistent with the revenue estimate for UT Model 132 (Mitchell
Modecl #2), and Kennedy’s model ought to generate something close to or greater
than that. [Clearly we should now ask Trecasury to estimate the revenuc cffects of
the Kennedy model and the Bingaman alternative]. This meant I had to gt
enough extra business savings to pay for $8b in revenue, or about $24b. 1 then
multiplied each year of Jim’s business savings between 1996-2000 by
1/{30/(30+24)]=1.8. For the 10 ycar estimate, I needed $14b in revenue which
requires $42b in cxtra husiness savings. I had already generated $24b for 1996-
2000, so I allocated the next $18b as simple additions of 4-4-4-G during 2001.2004.
1 then added the cautionary footnote and called l.owell Solomon and told him just
how rough these numbers are. ‘
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MAY 27°'94

ID:

S year Subsidy Savings Decomposed

Overall 5 year subsidy savings of Kennedy Mark vs. HSA | 21
Better Targeting  (individual wage cap vs. firm payroll caps) ' 35
More Generous Household subisides - ‘ 4 - 27

| Employer subisidy savings from the < 5 worker exemption | ’ | 13

IMBEDDED IN EACH OF THESE lS THE EFFECI’ OF A 2% PREMIUM REI)UC'I'ION |

'PRELIMINARY UNOFFICIAL STAFF ESTIMATES AFTER CONSULTATION WITH CBO AND THE

ADMINISTRAT[ON.
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MAY 27'94

1D:

Business Savings Per the Kennedy Mark

1996

1997

1998

1999

2000

2004

Business

| savings

16

120

THESE ESTIMATES ARE EXTREMELY ROUGH. THEY ARE DERIVED FROM A CBO BASELINE AND STAFF
ESTIMATES OF THE EFFECTS OF THE HSA AND THE KENNEDY MARK. THEY SHOULD ONLY BE USED FOR
ILLUSTRATIVE PURPOSES AND DO NOT REPRESENT OFFICIAL ESTIMATES.




8:23 No.003 P.0O5

MAY 27°'94

ID:

Business Savings From the HSA

1996

1997

1998

1999

. 2001

2003

Business
savings

0.7

0.9

0.7

8.8

349

58.1

84.4

113.60

SOURCE: Jim Mays of ARC via Ken Thorpe, using CBO baselines and HSA trajectories.
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May 19, 1394

MEMORANDUM TO DANA HYDE'
CABINET AFFAIRS.

FROM: . . = KATHRYN HIGGINS
CHIEF OF STAFF

SUBJECT: Health Care Reform

Gn Tuesday, May 17 the Secretéry made  three phone ¢alls to _
members of Congress to discuss health care reform. The following
is a report on these dlscu351ons ‘

LYNN SCHENK {D-CA)
House Energy and Commerce Committee

* Rep Schenk told Relch that "Dlngell knows that 1f he can
get the other "swing" votes, I'll be with him."

* ' She mentioned the fact that Dingell has promised her that he
will oppose HSA’s establishment of a panel to push for lower
prices on new drugs Ira Magaziner reassured her that
"there would be no backroom deals by the White House to back
off on [tth deal]. '

* She’'s pro-choice; she’s asked the President, Dingell, and
Waxman on several occasions that "there be no backroom
deals" on abortion. She wants to make sure the White House
goes to the mat on thzs

% She thinks we made a big mistake on the alliances by maklng
them so big, bureaucratic, and "incomprehensible," but she
will support the voluntary ones in the Dingell mark.

* 'she suggested that the House postpone the August distriect
' work period until they pass a b;ll ,

* We’ve got to do better job of ceuntering NFIB on’ small
. business.
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WILLIAM COYNE (D-PA)
House Ways and Means ‘Committee

* Rep. Coyne mentioned that he was happy to see that the
President will be meeting with the Committee chairs and
Congressional leadership. He wants to See some dlrectlon
among all the competlng bills. :

- He gupportse single payer but knows that thele aren’t enough
‘votes to pass the measure.
* Thinks that individuals should have the option to choose a
: medical prolessional.. :
* Feels strongly about the need for cost containment.
Believes we have a real problem with escalating health care
costs.

TIM ROEMER (D-IN)
House Education and Labor ‘

* Thinks the Prescident did a good job of getting the debate
started and hopes that he can vote with the President.

® Concerned about treatment of children, especially for
' 1mmunlzatlons, inoculations, and preventive care. He Sald
he plans on presenting an amendment at full committee to
strengthen and clarify the HSA prov151ons in these areas.
He did not say exactly what he had 1n mind but we w1ll
follow up.

* He said that many businesses in his state support an
employer mandate, but he expects to see more flexlbllity
than what already exists.

C* On premium caps: he likcs the idea of a triggei mechanism.

* . He mentioned that he is not a co-sponsor of HSA and does not
support Cooper or any Republican proposal. He said he'’s
closer to HSA than any olher proposal but wants to see some
modifications made before he sxgna on.

* He wants to help the Pre51dent and First Lady but he feels
, that getrting bipartisan support.wlllbbe necessary.

* - He has concerns about several issues but hopes he can vote
with the President in the end. :

Health Care Contact : Monica Healy - 219-6141
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NO EMPLOYER MANDATE, BUT ALL EMPLOYERS
SUBJECT TO HARD TRIGGER

FIRMS WITH 100 OR MORE EMPLOYEES- .three years after enactment
if market reforms in a voluntary system do not result in 85% of
the currently uninsured employees of firms in this category
gaining coverage, a mandate would go into.effect.

% .of employees in this category who are uninsured...11%
'# of uninsured employees in this category......7.4 million -
(85% of 7.4 mllllon = 6.3 million) ‘ :

.FIRMS WITH 25 TO 99 EMPLOYEES: four years after enactment, if
market reforms in a voluntary system do not result in 80% of the
currently uninsured employees of firms in this category galnlng
coverage, a mandate would go into effect

"% of employees in thlS category who are unlnsured .21%
# of uninsured employees. in this category. .3.3 mllllon
' (80% of 3.3 million = 2.6 million}

'FIRMS WITH FEWER THAN 25 EMPLOYEES: five years after enactment,
if market reforms in a voluntary system do not result in 75% of
the currently uninsured employees of. firms in this category
galnlng coverage,'a_mandate would go into effect

% of employees in this’category'who are uninsured...26%
# of uninsured employees in this category......9.8 million
' (75% of 9.8 million = 7.4 million) ‘ ‘ :

of -all firms.......... 91.9%
of all employees...... 23.0%

o0 o
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My Danforth:

{ am writing to you in the hope that this letier will be
camned on Lo the appropyiare individusle.

Thiz summer marks a wlonificant wilestons in my life, In (
19914 ok the age of 19, T uae infected with HIV through
taintad blood products, Thie summer | will be "celsbraving” o

wy Lenbh anniversacy of HIV infection., Tn 1968 Y wasm
diagresed az having ATDL, '

HMavivg AIDS has fuorced me to really expervience lifse, and o
abtenpt te peconeplish ae much as I can in the time that 1

“have. Ouring thig perlod of time I Tought =ven hatder L0
fullfill cevasonsl and profauciang) gonis. 1 completed a tuo
vrar Radielagie Technology orogram and subgsguantly became
vagwslered as A Readiclogic Techmologist. Following that 1
attendad @ community coklegs for ong yesr. At that time I
shose to subapaoialirza in diagnastic medical uwltvasound. 1
sl lled te, and wag accepbted, 1plo o 12 muoth hogpital based
ullvasaound training program, Upon graduatinm T sat Tor oan
wltyanmound vasiatyy ayamivkt ion. T becama registered In th&
Aabdemingl and Qbrseyn modaliljew.

Mw Firvrst full time Job Jdaw at o <comminity bosolital {n the
Kansas Cily melropulitan ares. I worKked there for rearly
Lwtr pearg. After auch digcuksion Wwith my new wifae 1 decidad
1o Turthey my caveer Ly applying for & position with 4
marifacturer Wf ulivasound sauipment . In my role su o
slindeal epecialist I was evpeckad teo be well versed in all
a7 i clinical appllicationg of ultrasound, My Tlrw.
chjectiva was tz become knouwledgahls in the arca of blood
flow svalugatinn, Fallowing a4 very intense training bev iod |
becans veglgrered {n vascular Yeéchmluyy . Shovtly aftev
that I was approached with a request to learn Cardlac ‘
ulb v asound . T teok the approtbunity and entered inrto arnothar
Intense training piegtan, hudever I have yat o begomse .
rosistersd in Cardiology. In my capacity ax » eolinios]
apaciatiat T workad with salespeople (n sdles situatlions, I
tra lped Suslomers amd wo-worbers in varicus anpectn of
ultrazound technoloegy amd olinical usam,  In dalng se ¥
accumulaved a sigaificant amaunt oY publlc speaking
axtferionce. 1 Heve writtan ceveral slids erasantations for
vustomer sducatian. T have intevacted with customeves bouth
domeatleally 4% wall am loternsalionally.  In all modesty, I
established o reputation anong my suptomdrys and ReeYy 4B
baing axceptional ab what T did. o ‘

Untfortunataely, in Das. of L1993, aftar having beean on short
tavm clisalbiiicy for mome time: my amplover, my Wite, mys=ll,
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ard my phyoiciane agreed that the time had comp to pursue
rong revm disability. This has been the most difficult
decizion T bhave had to make. after van vears of clivical
and commercial medieal sducation gngd sxperiance I find
myself at age 29, cast asids &z dnamplovable, The {rsurance
company and Socjal Security from whem I vecsive disability
Denetits both have policies that make it a digaduantiags to
purseg aoy el forls al Flnanclal sell sufficency. To the
extant Lhat even buying and selling ctocks Wwould jeapordize
ny disability banetite., T tind it trustrating that T woole
bty ) lzed (o g wfTor by T oway Lake Lo supplement my
dizability pavaents, Thesge policice effectively remove zny
motivation Lo attempt Lo rerurn to a produetive. vewarding
LETEET '

to #Ay that AIDY han devas tﬁfﬁﬂ oy Life would bw an
vnderobatoment | Thin Jdisewass hdﬁ volilred me of a very

Crawarding carvear, oy welf sutwem, the chance Lo bs & parsnt,

and hag alven me a decade orf abiecy f2ac. 1 lived in
silgnce <due te the xozixl {wplicabions of having &IPS,  &ad
that .1z in addition te fear, bordaring on paransia, that tha
naxt infection could bhe my last. Compounding thizs, 1T havs
waarn tho paln and Frugtratian that my wifco, fumzl;, aned
friznds have had Lo deal witn knowing that T am sick sne
there is notling thiéy can Jdo Lo help. T am now conlionted
wilith the peselbility that uhsn my ingurance under the CORRA

plan tevyminates 1 may not be able to aftford insurance. It

soems Lo be pearticularly reedlzes to die bevause of
beurocratic pelisies.

My purpese in wWrilting o you iz in bhe hope that I could
bwcome Lovolvad with thse Proglidontial Caureil on AIDE. I
believa that I have a unlgus perspective to bring to the
table. My axperioncs as en AIDS patient, hsalth care
provicer |, commercisl repramgntative, and pubkliec apssker haue
provided me with a full undergranding of the ramiflcatliceny
of AIGE., A I am now unemploved this would allow me to giwve
somrlhl g back to meaisty . T vinw Khie g fharcs ta leave a
lasling legacy '

Respoctfully youvs,
.‘;;Qa,Awuu, &ﬂﬂfgéiif

Lawrence M. Jaksstic RDMS,RVY
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Mo 0 RECAPTURING EXCESS FEDERAL COSTS USING
A HIGH COST PLAN ASSESSMENT
1. There are no prcmlum caps. Health plans may charge whatever pnce results from a
more competitive market. -
2. To protect thc federal budget from the risk of highér premiums, excess federal costs
are recaptured through an assessment on high cost health plans.
A The assessment serves two purposcs: To maintain budget neutrality, and to exert
W P downward pressure on premiums.
$eot ¢ . . ‘q ' .
(The federal budget is at risk for subsidy payments and tax revenue loss resulting from
™ N higher premiums. Higher premiums could be caused by windfall payments resulting
— - from universal coverage —— particularly in the short term —— or by a failure of
competition: to bring down premium increases over time.) '
.3 The assessment on lugh cost plans oould work as follows:
S . a It could be apphcd only in states (or substate areas) where competltlon is
d (,\5}(, 3 meffectlvc It is triggered automatlcally in a state if the average prcmlum
F excccds the "target premlum in that state.
et (e
. - The target premium for a state (or substate area) is based 1n1tlally on current
~ health care costs, but with added funding for the uninsured and assuming no
windfall for providers or insurers. The target premium grows from year to ycar
) Y,J«‘v('x at' pre—established rates based on reasonable expcctatlons for a more
4 = - competitive health care marketplace
b.

It could be structured ina varlety of ways. Two options are:

i Thc assessment for a health plan is X% of the difference between the
plans premlum and the targct premium.

ii. The assessment is apphed to a plan's entlre premium, but the percentage -
assessment rises by Y percentage points for each dollar the plan's
- premium is above the target premium. =

{/

(Note: After the first year, the assessment could be applied based on a health

plan's.rate of growth instead of its premium relative to the target premium.)

The assessment could be applied after the fact (i.e. lagged a year) or set
prospectively based on bids from health plans. x

The assessment could be administered as a tax, or as an offset to payments to
health plans (assuming there is a premium clearinghouse or reinsurance pool of



)
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some kind).

If administered as an offset to payménts to health plans, the assessment would
in turn be used to offset federal subsidy payments to the state (or substate
area). ‘

e. The percentage assessment is set nationally each year, and is calculated in
order to recoup excess federal costs. While the same assessment percentage
applies everywhere, it is triggered only in areas where competition is
ineffective. If the assessment raises too much or too little revenue to recapture
excess federal costs, the percentage is adjusted accordingly in the following
year. :

4. ‘The assessment would apply to community rated plans, but could be broadened to
experience rated and self-insured plans as well (with some modifications).
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PRELIMINARY DRAFT
May 16, 1994 (10:5lam)

GENERAL DESCRIPTION

Benefit Package:

e Two benefit packages, a basic package and a
standard package, would be defined. The basic
package would be [20%] less than the standard
package.

e Over a S-year period, if federal saving are
achieved, the value of the basic package would be
phased-up to the value of the standard package..

» Savings would be assessed annually before
benefits are expanded.

Firms with more than 20 employees:
* Employers would be required to pay 80% of the
average premium for the basic benefit package.

* Employers payments would be capped at a
specified percentage of each worker’s wage.
Smaller firms would recelve more generous
subsidies.

* All firms would be eligible for subsidies.

Firms with 20 or fewer employees ("exempt
employexrs"):

* Exempt amployers would. not be required to
provide coverage.

« Exempt employers with fewer than 10 workers
pay 1% of payroll.

* Exempt employers with 11 to 20 workers pay 2%
of payroll

. Employers with 20 or fewer employees that
choose to cover their workers pay 80% of the
average premium for the basic package and are
eligible for subsidies.

¢ The exemption would be eliminated if 20% of
currently uninsured workers are not insured by
1998 and 95% insured by 2000.°
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GENERAL DESCRIPTION
(Continued) .

Families:

e Families working for nonexempt employers pay
the difference between the 80% of the average
premium for the basic package and the premium of
the plan they choose.

¢ Families workiﬁg‘for exempt employers pay the
entire premium.

¢ Families choosing the standard pabkége are
responsible for the full difference between the
two packages.

* Low-income fémilies are capped at alpercentage
of income for the family share for the basic
package,

e Families working forvexempt employers are
capped at percentage of income for the ‘entire
premium for the basic package.

s Special subsidies for cost-sharing are
provided for low-income families during the
phase-in period.

Cost Containment:
e Premium caps would be in place for first three
years of system.

Subsidies:
* Federal subsidy costs are capped as in HSA.

Community Rating: :
¢ The threshold for community rating is reduced
to firms with 1000 or fewer employees.

» Firms above the threshold would pay a payroll
surcharge of 1%.




DETAILED ,
SPECIFICATIONS

® Structure

. Bach health plan would offer two benefit
packages, a basic package and a standard package.

s Employers would be required to a percentage of
the basic package. Employers could pay more.
{toward the standard package or for supplemental
benefits) .

+ Families would be requlred to have at least
basic package.

e all families, including families working for
exempt employers, could choose either package.
Families would pay the difference between the
basic and standard package {without subsidies,

® Benefit package;
phase-in

although employers may contribute).

Two benefit packages, a standard package and a
basic package. Basic package phases-up to
standard package over five years.

Standard package:
* HSA benefit package (with 5% reductlon}

» FFS and HMC packages as in HSA, with 5%
reduction a 'in Energy and Commerce Staff
Draft.

Basic package:
* [20%]" lower value than standard package.
‘ » FFS package with higher (e.g., $1500 -

$2000) hospltal deducible and higher {e.g.
25%) coinsurance; reduce value of other
benefits through higher cost sharing or
limits. Preserve preventive care (either
with minor copayments or put in the wrap
package for children).

» HMO package would closely resemble FFS
package, with copayments rather than
coinsurance.

¢ Federal deficit reduction targets would be
incorporated into law. Annual reviews would be
conducted to determine if targets met. Benefit
expan51on would occur only if deficit reduction
target is met.

» Deficit reduction target would be $50-100
B over ten years.

Issues: )
s With two different levels of benefits, adverse
selection against the standard benefit package is
.a danger. Risk adjustment across the packages
could increase the cost of the basic package.

! Three scenarios should be tested, with the value of the

basic package 10%,

15%

and 20% less than the standard package.



® Employer Payments

Firms with more than 20 emplovées:

¢ Employers generally would be reéuired to pay
80% of the average per worker premium for the
basic benefit package.

» Employer payment for each worker would be
capped at the lower of 80% of the average
per worker premium or a specified
percentage of the worker‘s wages (Scenarioc
A schedule). '

». Large firms (over 1000 threshold} would
be eligible for subsidies based on the
average per worker premium for community-
rated employers in the area.

Exempt firms:

e Exempt employers would not be required to
provide coverage.
» Exempt employers with fewer than 10
. workers ‘pay 1% of payroll.
» Exempt employers with 11 to 20 workers
- pay. 2% of payroll.

s Employers with 20 or fewer employees that
choose to cover their workers are treated as
above. : :

s The exemption would be eliminated if specified
percentages of the population are not covered by
specified dates: .

» 30% of the population must be insured by
» 95% of the population must be insured by
2000.

Selfjemployed people:

¢ OPTION 1. Self-employed people with employees
are treated as employees of themselves and are
eligible for exemption. Self-employed people
without employees pay as under the HSA.

e OPTION 2. All self-employed people are

‘eligible for exemption.

Per worker premiums:

The per worker premium calculation would be based
on the employer contributions for the basic
package; employer contributions above the amount
required {(including any payment toward the
difference between the basic package and the
standard package} would be considered to offset
family payment responsibility.

Firms with fewer than 20 employee that choose to
provide coverage are counted in per worker
premium calculation.




® Family Payments

Families working for nonexempt firms (including
exempt firms that choose to provide coverage) :

s Families pay 20% of the average premium for
the basic package.

* Low-income families are capped at a percentage
of income for the family share for the basic
package. (Scenario A subsidies).

Families working for exempt emplovers:
* Families working for exempt employers pay the

entire premium {(a per worker employer share and a
family share) for the basic package.

* Families working for exempt employers are
capped at a percentage of income for the entire
premium.

» The cap ranges from 4-6% {(Kennedy
schedule for exempt workers).

Nonworking families: _
» Nonworkers pay toward the employer share as

under the HSA.

Families choosing standard package:

e Families choosing the standard package are
responsible for the full difference between the
basic and standard packages.

» No subsidies apply to the difference.

Special rules for dual earners:
e Families with a worker in an exempt firm and a

worker in a nonexempt firm are treated as a
family working for a nonexempt firm.




& Subsidies

[t S I

Federal costs for subsidies are capped as under
the HSA. )

Emplovers: , :
e Employer payments for an employee for the

basic plan are capped at 2.8% to  12% of the
employee’s wages. {The Scenario A subsidy
schedule applies.)

e Caps apply to all employers. Foxr experience
rated employer, payments are subsidized only up
to the level of required employer contributions
for the basic plan in the appropriate community

‘rating area.

¢ Family payments for the family share of the
basic plan are capped at 3.9% of income. {(The
Scenario A subsidy schedule applies.)

¢ Families working for exempt employers are
capped at 4-6% of income for the entire premium
obligation (Kennedy schedule for exempt workers).

+ Payments for nonworking families for the
employer share are based on nonwage income and
are capped as under the HSA. .

¢ Special subsidies for cost-sharing are
provided for low-income families during the
benefit phase-in period. i
» Low income families enroll in HMOs (if
available). For those under poverty, the
difference between the standard HMO cost-
sharing and the basic HMO cost-sharing is
fully subsidized. A portion of the
difference would be subsidized {(on a
sliding scale basis for those between 100%
and [150 - 200%] of poverty..

Self-emploved:

® OPTION 1. Self-employed people without
employees pay as under Scenario A {(e.g., self-
employed without employees capped at small
employer schedule) .

e OPTION 2. All self-employed people are
treated as exempt workers unless they employ more
than 20 workers in their firm.




® Community rating
threshold

Firms with 1000 or fewer employees are part of
community rated pools.

e Large firms cannot elect to be community
rated.

e Taft-Hartley trusts and rural electric and
telephone cooperatives can elect to be experience
rated.

e State and local governments with more than
1000 employees can elect to be experience rated.

* All experience rated employers (including
state and local governments) pay a 1% of payroll
surcharge. : .

® Cost containment

e Constrain initial premiums (as under HSA)- - and
growth rates for first three years:
» OPTION 1. HSA growth rates through 1998.
» OPTION 2. Managed care growth rates
through 1998.

e Constraints are removed after 1998. If growth
exceeds projected rates, constraints are applied
in following year. .

[what are we recapturing? what is permitted rate
of growth?] '




