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THE SENATE COMPROMISE:
A GRADUAL APPROACH TO ACHIEVING UNIVERSAL COVERAGE

Universal coverage is achieved in two stages. First, market incentives, insurance
reforms and assistance for low and middle-income families are provided. These
market-based reforms and incentives are allowed to work until the year 2000.
Second, if the market reforms do not provide coverage for 95% of Americans by
the year 2000, a commission would be required to submit recommendations to
the Congress on how to achieve coverage for every American. If the Congress
did not then act to achieve universal coverage, employers and employees would
be required to contribute evenly to the cost of health coverage. Small employers
with fewer than 25 employees would not be required to contribute.

Here are the central elements of the Senate compromise bill:

Affordable Insurance For Working Families. Insurance companies will be
forced to compete for business, lowering prices through market forces. There
will be a limit on what families and businesses pay for insurance. And if you're
in between jobs or living paycheck to paycheck, you'll get a discount.

Coverage That Can't Be Taken Away. It will be illegal for i insurance
companies to drop people from coverage if they get sick, grow old or change
jobs. People with insurance will know that they can never lose it.

Choice of Doctor and Insurance Plan. Families will be able to keep their
doctor and insurance, or choose a new plan. No one-size-fits-all approach --
- people will be able to choose the benefits and plan that best fits their needs.

Preserve and Strengthen Medicare.-Medicare will be protected and
strengthened. Older Americans have a right to count on Medicare and choose
their doctor. Prescription drug coverage will be added to Medicare, and there
will be additional help with home- and community-based care.

Help For Small Businesses. Small business owners will receive special
discounts on insurance for their families and employees. And they'll be protected
from the insurance company abuses that hurt small busmesses today

Ensure High-Quality Care. The guaranteed benefits emphasize primary and
preventive care. And part of each insurance premium will go to medical research
-- to make sure that American medical care remains the finest in the world. -
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ANALYSIS £ Sony

NOTE: ASSUME TRIGGER IN 2000

1) Premium impact over time: 1997, 2000, 2004, looking at:

2)

\io —a)

4)

—9)
6)

7

- Firms currently insuring
- Firms not currently insuring
- Firms <500 Len
- Firms >500
- I ’V' u * L fomr OBl » o~ L nrca il
ndividuals f [ v i ST b,
: co!

A) Total premium + assessments

B) Break-out of specific components:.
FRTL I PIPOI o )

- Net: Medicaid/sisk—adjustment c.ir suf =7 L\‘W‘r ‘ 67“’;

- High-cost plan assessment

- Uncompensated care reduction

- Impact of <25 carveout v cerd xy
- 1.75% AHC/research assessment. T too

- ' Impact of Medicare savings

- Early retiree benafit from communi

- Administrative load

- Cafeteria plan (plus: #s people wi
with plans, $ involved) :

rating

plans, #businesses

Post-2000: options for increasing protectiong forléézflies
Options for increasing coverage before 1997

Administrative structure for delivering subsidy programs
Cost containment - projected impact on NHE growth
Beneﬁ%}gvpaggﬁggJGS‘ te

Coverage - breakout of newly insured: workers v. nonworkers
by program -
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F:scal Analysis of 7. 18 94 Plan
 07/20/94 :
01:07 PM
CR pool 500 Exempt:on 25, Hard Trigger- in 2000 no’ premtum caps
49951999 .1995-2004
‘ _Subsidieé . 300 L v,1,o77.5
Mediéare Savings | . _ (54) © (250) ‘
Medlca:d Savmgs o (131,) R (546)' .
State Medlcald MOE | - (85) L | (303)
o Ay PHS AHCI.GMAE‘,:Y o 29 | 92
VW e : R R
& é”+\{°,\¢ |Long Term Care .5 - 48
Medicare Drug 18 92
|Subsidy Administration RS *
|Tobacco Tax R (28) | (60) -
| High'C‘o’st‘Pian Tax @ V(9‘7)
Net Other Revenues | ey (169)
. :Net Def cut Effect 10 - (116)

All estimates’ pr‘e!imlnzfy and unofficial .

' f;These estimates assume no changes In VA DOD FEHB and
other Fedata! health spendmg programs :



Fiscal Analysis of 7.18.94 Plan
© 07/20/94
o .. 0107PM : _
CR pool 500, Exemption: 25, Hard Trigger in 2000, WITH premium cap

19951999  1995-2004
' |Subsidies 00 1,077
| .Mediéare Saviﬁgs ‘~ (54 L (250)
|Medicaid Saviﬁgs’ - (31) | (546)
State Medicaid MOE 85 (303
PHS/AHCIGME S
|Long Term Cére , s L V' 48
. Med.ic':aAre‘ Drug‘ ‘ 18 . éé
|Subsidy Adminis_tratio-n - kf - *
. Tdbacéo'Tax - (28).' , (60)
o Hfghiéb‘st PlanTax = (4 ‘(65‘)’
N.et,vO_theriRevehgeé‘, - -(59) o (185) -

|Net Deficit Effect 10 .~ (100)

" "All estimates preliminary and unofficial.

" These estimates assume no changes In VA, DOD, FEHB, and -

. other Federal health spending programs.




Fiscal Analysis of 7.18.94 Plan
- .. Q7/20/84 . )

: ' 01:07 PM
CR pool 500,. NO MANDATE, no premlum caps

19951599 - 1995-2004

|subsidies 00 885
Medicare S‘avihgs . _ | (;54) ‘ : (250) -
' |Medicaid Savings  (131) . « "(513;
State Medicaid MOE (85) ‘;(303) |
PHS/AHCIGME ~ 12 T
Long Term Care | 5 ~ 48
Medicare Drug o ‘ 18 | 92
X Subsidy Administratioﬁ " . e
" |Tobacco Tax . -_ (28) | ,:(eé)f
' H.ig'h Cost ?lan Tax @ o (88)
’ Net OtherRevénqé‘s “ (39) o | (11'51) |
~ [Net Deﬁcit ,Effe_ct - 10 (254)

Al estimates preliminary.and unoffi ciai

R These estlmates assume no changes inVA, DOD FEHB and.
' \other Federal health spendlng programs . .
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DRAFT - DRAFT

Request for Cost-Sharing Estimate, July 21, 1994

Please estimate the cost-sharing subsidy obligation of the
Federal government under the following policy.

1. Use as a reference point the Senate Finance bill’s base:
* NO mandates or premium caps
¢ non-SSI acute care Medicaid integrated into

regular health plans, AFDC and non-cash in the
community rate
. Not necessarily achieving universal coverage.

2. Assume the generic "HSA-8%" benefit package, i.e., with the
‘cost-sharing raised to keep the actuarial value equal to the
FEHBP’s BCBS standard policy, given whatever extra special
gervices are added at zero or reduced cost sharing. For
estimation purpdses, assume current BCBS standard levels .of
cost-sharing. -

3. Cost-sharing policy under variant requested:

¢ logic is similar to HSA. Where an HMO is

available,  most 'get no cost-sharing subsidy.
Where an HMO is not available, some poor (defined
below) get the difference between the ffs cost-
sharing and the HMO level of cost sharing (note

- the HMO level of cost-sharing will be higher with
the BCBS ffes package than it was with the HSA
benefit package). '

* All those insurcd under 76% of poverty, regardless
of prior Medicaid status, have Lo pay only 20% of
HMO level cost-sharing. The Federal government
subsidizes the rest.

¢ Those between 76% and 150% of poverty, regardless
of prior Medicaid status, get the regular cost-
sharing subsidy, i.e., nothing if there is an HMO
available, and the difference between the ffs
cost-sharing and the HMO level of cost sharing if
there is no HMO available.

4. Please do the cost estimate under Lwo scenarios, attached.
One has a mandate and reaches universal coverage in 2000.
The other does not, and reaches the "percent insureds"
listed. '

DRAFT



-

ST OK/“' ) (%gpﬁii>f

i K { B "-"“”"““"'“ S

\x*\tim Lo Do N ; |
: x \\:ar«g-- L3 (3@ \/Tm :
A \ ;- |

f@vf M$wggyr}7sz

DJ

\ )’ru T s , | . {

an”dk\ me

N AT
o~ S

\ o V
/ / e oF b |
L o C" ' _.‘f’;@;-,&/

I T




INTER-GOVERNMENTAL AFFAIFIS

#of Pages:- Cover + - -_ '

OFFICE OF LEGISLATIVE &

FAX COVEFI SHEET

HEALTH CAFIE FINANCING ADMINISTRATION

B Washlngton.DC

/104

CNYADETOM HE £0%60 T6-T2-L0




ot B

0

dditgonal Medicara avinga Progosal (C) 7/21/94

ELower Threshold from 10 to 20 Disabled Em"l eea for 'SP:
‘Effective

/1/98, lower the threshold from 100 to 20 emp oyaeaz
for disabled peraons tor application of tha nedicara aecondary

- payor provisiono.A

 Extend ESRD Socondagx z or to 24 Mbnths'; Increase . V .
requirement for non-Medicare insurers to be the primary payor
for ESRD patients from 18 to 24 months before Medicare becomes

the primary Payor, effective 1/1196.

j~Reduce 1995 Ph aician Update: Reduce the Medicara foo - ’;
schedule conversion factor by 3 percant‘in'lsss, axcept tor

primery care aarvices. o

 Correct MVPS Ugwarg Blag: COrrect the upward bias 1n tactor o

four of the MVPS by treating savings and oxpansion proposals -

“consiatently.~ S . o
If Medicare ia'axpanded, or if feos are rdiaed (such as for an

MVPS adjustment), the full amount of the increase is passed
‘through in the MVPS. However, savings proposals are not

Aa-treated in the same way. - When savings proposals are enacted,

for budget purposes, scoring assumes a volume response. Those

.savings estimates (net of the volume offget) are incoxporated

into factor 4 of the MVPS. Because scored savings are lower
due to the assumed voluma response, use ot acored aavings
raises the HVP8.~‘ . L

While appropriate for budget purposes, building 1n anticipated
volume responses to legislative reductions in payment (or -
reductions due to exceeding the MVPS) in the scored savings is

" not keeping with the spirit or intent of the MVPS and leads to
an upward bias. It is inconsistent to have a system which ’

00/208

provides for reducing the update to recoup for when a prior

‘target was exceeded, but to increase the next year's target

because of a voluma offset to this raduced update. .

This proposal would eliminate building in anticipatad volume
responses to legislative reductions in payment (or reductions

due to exceeding the MVPS) in the scored aavinga. : ffective, aﬁ“"'

‘ Z

for MVPS beginning with FY 1995.

VO ROTE R CO60 ¥-12-L0



Under reform early retirees are eligible to receive
“coverage through community-~rated health plans. :This policy
generally would not increase private.sector costs, although
it would result in a shift of costs from large employers
.(who now covered the retirees at experience rated in their
'nown‘plans) to smaller employers (who would pay: somewhat

higher: community rates as’'a result of 1nclud1ng the retlrees'
1n; he communlty rated pools) .






A. LOW-INCOME VOUCHER PROGRAM

Eligibility. Families with income under 200% of the poverty
level are eligible for premium subsidies.

Amount of subsidy.

a.

For families with family income at or below 75% of the
poverty level, the subsidy is equal to the full premium
(limited to the lower of the weighted average
community-rated premium or the reference premium in the
HCCA).

For families with family income greater than 75% of the
poverty level but less than 200% of the poverty level,
the subsidy is determined on a sliding scale basis
(phasing out linearly to zero at 200% of poverty).

The subsidy is reduced (but not below zero) by an
employer contribution. To receive a subsidy, a family
is required to take advantage of an employer
contribution towards the standard benefits (and, if
multiple employer contributions are available, to take
advantage of the contribution that results in the
lowest possible contribution by the family).

Use of subsidy. A voucher may be used toward the purchase
of any health plan available to a famlly.

.Dual eligibility. In general families eligible for

multiple subsidies may receive the sub51dy {or combination
of subsidies) that results in the greatest assistance to the
family.

AFDC recipients.

a.

In general, AFDC recipients are eligible for a full
premium subsidy (i.e., they are treated as if they had
income at or below 75% of the poverty level).

Families that include 1nd1viduals who are AFDC
recipients and individuals who are not AFDC recipients
are treated ‘as separate famllles.

Non-cash Medicaid re01p1ents. " People receiving non-cash
Medicaid as of December 1996 are treated as follows:

a.

They recieve a full premium subsidy for a period of six
months (i.e., they are treated as if they had income at
or below 75% of the poverty level).

After six months they are treated like other people
for the purposes of subsidies.



c. Families that include indivdiuals who are non-cash
- Medicaid recipients and individuals who are not are
treated as separate families.



B. ADDITIONAL SUBSIDIES FOR UNINSURED KIDS .

Eligibility. In general, children up to age 19 who have not

been covered by health insurance for at least six months
(tcould be a year if dropping of employer coverage is an
issue!) and who are in families with incomes up to 240% of
poverty would be eligible for a voucher toward insurance
coverage.

. a. Children in a family would not be eligible for this

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

b. To be eligible for the program, families would be
required to enroll all eligible dependent children.

'c. ~ Children who werevcovered under a State's Medicaid

‘program (cash or noncash) as of December 1996 would not
be required to meet the six month previously-uninsured
test,

Amount of subsidy.

a. Eligible children in families with income up to 185% of
poverty would receive a voucher for the full premium
for the appropriate children's policy (limited to the
lower of the welghted average community-rated premium
‘or the reference premium in the HCCA)

b. Eligible children in famllles with incomes between 185%
and 240% of poverty would receive'a voucher for a
portion (calculated on a sliding scale, phasing out at
240% of poverty) of the premium for the appropriate
children's policy (llmlted as above). '

Use of subsidies. Communlty-rated health plans would accept
vouchers toward payment for coverage.

a. Community-rated health plans would create two
categories of children's coverage: single child and
multiple child.

These categorles would be tied to the premiums charged
for two-parent family coverage. The National Board
(?or HCFA?) would determine the average cost of
insuring children and would express it as a national
percentage for family coverage. For example, the
single child policy might be one-third of the premium
for the two -parent famlly pollcy and the multiple child



policy might be one-half of the two- parent family
premium.

b. Eligible children with a parent covered by a community-
rated or experience-rated plan could use their voucher
to be covered under the parent's policy.

Nondiscrimination. To protect the subsidy program from the
incentives for employers to drop coverage (and/or
contributions) for dependent children, nondiscrimination
rules would apply to employer's decisions to offer coverage
and the amount they contribute for dependent children.
Nondiscrimination rules would apply by class of employee
(i.e., full-time or part-time).

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

a. The family receives the sum of: The voucher amount for
the kids and the applicable low-income (or unemployed)
voucher amount for the famlly.

b. The wvoucher for the low-income voucher program is
- calculated using the poverty level based on the entire
family, but the premium is the applicable premium for
the entire famlly minus the premium applicable for the
kids alone.

c. A family may use the children's voucher and the low-
" income’ voucher to: purchase Separate policies or combine
their value toward one policy.

(INOTE: for some single parent families, it may be
cheaper for them to purchase a single adult policy and
a children's policy with the voucher. This would allow
some single parent families above 75% of poverty to
receive a full subsidy. This is inevitable as long as
the prices for single policies and children's policies
do not sum to theipfice of family policies.!)..



!

C. ADDITIONAL SUBSIDIES FOR PREGNANT WOMEN .

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

a. Pregnant women would not be ellglble for this subsidy

if they have available an employer's plan where the
employer offers to contribute at least 80% (!could make
lower level if there would be an assumption that
employers would ‘reduce coverage for dependents, note
nondiscrimination rule!) toward the cost .of a policy
covering the woman.

b. Pregnant women who were covered under a State's
' Medicaid program (cash or noncash) as of December 1996
would not be required to meet the six month previously-
uninsured test.

C.. Ellglbillty would continue for three months after
dellvery.

d. Pregnancy would,nbt be treated as a pre-existing
condition.

Amount of subsidy.

a. Eligible women in families with income up to 185% of
poverty would receive a voucher for the full premium
for a single policy (llmlted to the lower of the
weighted average communitywrated premium or the
reference premlum in the HCCA)

b. Ellglble women in famllies with 1ncomes between 185%
and 240% of poverty would receive a -voucher for a
portion (calculated on a slldlng scale, phasing out at
240% of poverty) of the premlum for the single policy
(11m1ted as above) : A .

‘Use of. subs1d1es. Communlty-rated health plans would accept
 vouchers toward payment for coverage. - A preghant woman

could use the voucher towards the purchase of a single
policy or towards the purchase of a couple 81ngle~parent
or two- parent pollcy, as approprlate.

- Dual eligibility. For familles that are eligible for a

subsidy under the pregnant women program and under the low-
income voucher or unemployed programo,‘ : ; o

CAa. The famlly receives the sum cf' The voucher amount fdr

the pregnant woman and the appllcable low-income (or
unemployed) voucher amount for the famlly..



The voucher for the low-income voucher program is
calculated using the poverty level based on the entire
family, but the premium is the applicable premium for
the entire family minus the premium applicable for the
pregnant woman alone.

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

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

The applicable premium for the low-income {or

unemployed) voucher program could not be less than
zero.



D. SUBSIDIES FOR PEOPLE LEAVING WELFARE FOR WORK

Eligibility. Under current law, welfafe recipients who
return to work receive extended Medicaid coverage for one
year. This period is extended to two years.

Amount of subsidy. Instead of receiving Medicaid coverage,
welfare recipients returning to work would receive a full
premium subsidy for the entire family (i.e., the family
would receive a low-income voucher as if it had income below
75% of the poverty level).
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/. GENERAL ASSEMBLY OF NORTH.CAROIINA . SESSION 1993

"(f) If rebates or marketing in;épﬁves are allowed to pharmacies or other dispensing
entities providing services or benefits under a health benefit plan, thesc rcbatcs or marketing
incentives shall be offered on an equal basis to all pharmacies and other dispensing entities
providing services or benefits under a hicalth benefit plan when pharmacy services, mcludmg

~ prescription drugs, are purchased in the same volume and under the same terms of paymem
-K . Nothing in this section shall prevent a pharmaccutical manufacturer or wholesale dxstantor
* of pharmaceutical products from providing special prices, marketing incentives, r;bétes, or .
discouats to different purchasers not prohibited by federal and State antitrust laws.” -
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12:16 202 690 5405 DHHS/ASMB

STATE RESPONSIBILITIES

- FOR ADMINISTERING HEALTH CARE REFORM

' FINANCE COMMITTEE RECOMMENDATIONS

Staz‘e Responsibilities

-- States wlll not have to build new admlnlstrative
infrastructures to determine and administer subaidies.

‘Appllcatlons can be taken through the existing structure of

State assistance officés. A very large proportion of
families who will receive subsidies wlll have contact with
the State assistance structure through AFDC, Medicaid, Food
Stamps, Unemployment Compensation, Child Support
Enforcement, or State general assistance. In many cases

eligibility for health benefits subsidies can be determined
. as part of the process of obtalnlng beneflts under these

existing programs.

-- States would have té train employees to take

applications for subsidies. States have shown considerable

" flexibility in responding to major program changes in the

past. In recent years, States have been able to guickly.
adjust to changing rulee in Medicaid eligibility for
pregnant women and children, as well as for the elderly.

Payment to Health Plans

-- Those persorns who are eligible for subsidies could

receive certificates which could be presented to employers
or other private plans to help pay Lhelr premlums

-~ Private 1nsurance could bill the State to recoup the

@oo2

value of the certificates. States could pay the plans using

- their existing payment structures.

Reconciliation

-~ Reconciliation would be a major, though not impossible,
undertaking. States could reconcile subsidies through their
existing State tax structure by requiring famllles reca1v1ng
subsidies to file a State tax return.



08/01/94

Plan

12:186 T202 690 5403 A DHHS/ASHB

—- Subsidies from different States going to the same family
over a tax year could be reconciled in the same way States
treat out-of- state earnings in their: lncome tax systems
today.

-- States without income tax systems could still ask
families to file returns and use existing State revenue
offices to perform the recon0111atlon

-- Those persons who mlght otherwise not be required to
file a tax form could be required to do so as a condition of
cbtaining health care subsidies. This would follow the
current practice used with EITC at the Federal level.

Plan Enrollment

-- States can use existing structures for outreach and to
encourage enrollment in private health plans. ‘Information
on available plans can be provided through all State offices
that interface with the public. These efforts could be

[doo3

intensified in those offices that provide any form of public

asgistance.

-- Anticipating a new pool of Subsldy rec1plents, plans
themselves will actively market before and during the open
gseason and will target this recipient population much as
plans operating in FEHB do today for Federal government
employees.
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(DRAFT - 7/22/94)

THE MITCHELL PLAN:
Responding to the Concerns fo the American People

Senator Mitchell's health care plan is a moderate and reasonable approach
that will move this country toward universal health coverage in a defined time
frame. And it does so without a mandate or a government takeover of our
health care system. It addresses the criticism of the Presidents plan by
building in a deliberate way on the best elements of our current system and
targeting resources to maximize their impact in extending coverage as quickly
as possible to those who currently lack protection. The Mitchell plan preserves
the right for more businesses to self insure, allowing their employees to
continue with the plans that are satisfied with today. It builds in extra
protections for small businesses and working Americans to ensure that
insurance is available. It strengthens coverage for seniors by including a
prescription drug benefit under Medicare and establishing a new home and
community based long~term care program. It is fiscally sound with built in
protections for the federal budget.

CUTS BUREAUCRACY AND REGULATION:

° Replaces large mandatory government alliances with voluntary purchasing pools to
help small businesses and individuals get affordable insurance coverage.

° Eliminates intrusive government cost containment mechanism relying on more market-
‘ oriented approach. '

MINIMIZES DISRUPTION TO CURRENT SYSTEM:

° All firms with more than 500 employees are allowed to self insure rather than firms
with more than 5,000 employees under the President's plan. Many more firms that
sponsor their own high-quality plans and are effective at controlling costs will have
the opportunity to continue to do so.

°o Eliminating mandatory alliances gives people and businesses more choices in how
they purchase insurance coverage including the opportunity to stick with plans they are
satisfied with today..



(DRAFT - 7/22/94)

PROVIDES EXTRA PROTECTION FOR SMALL BUSINESSES:

By eliminating the employer mandate, the Mitchell bill addresses one of the major
concerns about the President's plan — namely that such a mandate would hurt small
businesses imposing a financial burden they could not handle and costing numerous
jobs.

It provides new targeted subsidies to help the most vulnerable small businesses afford
private insurance coverage.

Should voluntary efforts not achieve universal coverage, the fall-back trigger
mechanism would exempt firms with fewer than 25 employees, protecting those
businesses least able to handle the burden of providing insurance coverage to their
workers. Even for those businesses with more than 25 employees, the Mitchell plan
dramatically scales back how much they would be asked to contribute. Under the
plan, employers and employees would split the cost of insurance evenly, a significant
reduction from the 80/20 requirement of the President's plan.

FISCALLY SOUND WITH ADDED PROTECTION TO THE FEDERAL BUDGET:

'

The plan pays for itself through realistic savings to the Medicare and Medicaid
programs, an assessment on high cost insurance plans and an increase in the tobacco
tax by 45 cents per pack.

To provide ironclad protection to the federal budget, the plan provides a fail-safe
mechanism to ensure that the cost of reform does not exceed the savings and revenues
in hand. :

'RELIES ON MARKET ORIENTED COST CONTAINMENT:

Rather than an intrusive government sytem for controlling costs by regulating -
insurance premium increases, it fosters market forces and harnesses them to keep costs
down. By placing an assessment on high cost plans, it encourages plans to lower their
premiums and employers and individuals to choose more efficient, better priced plans.



(DRAFT - 7/22/94)

THE MITCHELL PLAN:
Preserves the Best Elements of the President's Plan

Senator Mitchell's plan includes the elements that the American people want
most out of health care reform. While any of these features were included in
the President's plan, the Mitchell plan acomplishes these goals in a volunatry
way, with less government involvement, building gradually but deliberately on
our current system, with the least disruption possible. It provides affordable
insurance for working families with security of coverage that can never be
taken away. It expands choices of doctors and insurance plans and ensures
high—quality care. Finally, like the President’s plan, it preserves and
strenghten coverage for older Americans under Medicare.

-ACHIEVES PRESIDENT'S GOAL OF UNIVERSAL COVERAGE:

. It ensures that all hard working American families havc the insurance protection that
they deserve. '

PROVIDES PROTECTION TO THE MIDDLE CLASS:

® By capping household insurance expenses at 8% of income and providing targeted
subsidies ‘to middle class families, the Mitchell plan insures that insurance protection
is within everyone's reach. :

REFORMS INSURANCE MARKET:

o The plan embraces the"cdnscnsus insurance reforms that enjoy overwhelming support
in the Congress. It levels the playing field for small businesses and indviduals by

community rating premiums for firms with fewer than 500 employees and individuals.

) It eliminates abusive insurance company practices by guaranteemg issue and

enrollment, eliminating preex1stmg COIldlthIl exclusions and hfetlme limits and opcn '
-enrollement.
o It establishes. voluntary purchasing pools to help small businesses and md1v1duals

negotiate rates only large companies can get today.
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ENSURES' HIGH-QUALITY CARE:

PRESERVES AND STRENGTHENS COVERAGE FOR SENIORS:

The core benefits package will emphasize pﬁmary and preventive care to help keep
people healthy not just treat them once they become sick.

A portion of each premium will be earmarked for medical research to encourage the

technologlcal advancements and 1mprovements that have made American medicine the
finest in the world.

)

The Medicare program is preserved and the benefits seniors enjoy today will be.
expanded to include coverage for outpatient prescription drugs. Starting in 1998,
Medicare will cover the cost of prescription drugs with a $500 deductible, 20% copay
and a cap on out-of—pocket expenditures.

In addition, the Mitchell plan establishes a new home and commuinty-based long-

term care. program to give older Americans and those with disabilities additional
options for care. :
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How The Senate Compromise Differs From The Clinton Plan

. Choice: Individuals Can Keep the Insurance They Have
. People will not be herded into some kind of government plan. Families

will have a maximum choice of insurance plans, with different levels of
benefits and costs. There will, however, be certain benefits which are
guaranteed to everyone.

Added Protection Against Rising Costs For Families and Businesses

. Families will never pay more than 8% of their income for health
insurance, and businesses will never pay more than 8% of their payroll. In
addition, the most expensive insurance plans w1ll have to pay a penalty
for excess proﬁts

xtra Protection For Small Businesses _
. Small businesses will receive special discounts on the price of insurance.
And if employers and employees do end up splitting the cost of insurance,
businesses with less than 25 employees will be exempted.

Less Bureaucracy and Regulation
« . There is no more requirement to join government alliances. Instead, there

will be voluntary purchasing cooperatives to allow small businesses and

individuals to join together to get high- quahty insurance at an affordable
rate.

H

More Businesses Can Self-Insure

. Many-more companies which do a good job of controlling costs and
_providing high-quality care may. continue to do so through thelr own
health care plans.

Additional Protection For Federal Budget -

. Written into the law will be a guarantee that the cost of health reform
does not exceed the savings and revenues earmarked for health reform.
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T Numbers of Persons Participating in Cafeteria Plans

° Under current law, the Treasury Department estimates that 14 million persons
will use cafeteria plans to shelter employer-provided medical benefits from
individual income and payroll taxes in 1994. Approximately $15 billion of
‘medical benefits may be sheltered in cafeteria plans in 1994. :

® Over the past decade, the popularity of cafeteria plans has grown at a very fast
pace, and the Treasury Department anticipates that utilization will continue to
increase rapidly. Assuming current law, the Treasury Department anticipates that
21 million persons will be using cafeteria plans to shelter about $36 bﬂhon of
employer-provided medical benefits by the year 2000.

. Both the Health Security Act and Senator Mitchell’s plan repeal employer
- contributions for medical benefits through cafeteria plans in 1997, In both bills,

the cafeteria plan restrictions are effective prior to the full implementation of the
employer mandate. Under Sepator Mitchell’s plan, collective bargaining
agreements would be exempt from this provision for the duration of the contract.

Background
®  (Cafeteria plans commorily give emp‘loyees' a choice to reduce their taxable wages
in favor of tax-sheitered employer contributions for health insurance premiums,
rcimbursement for out-of-pocket medical expenses, -and/or dependent care
benefits. Cafeteria plans are govemed by section 125 of the Internal Revenue
Code.
L The estimates of the numbers of persons parlicipating and the dollar amounts

sheltered are based on a combination of data from the Bureau of Labor Statistics
and private benefit cnnsulta.nts
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ANALYSIS

NOTE: ASSUME TRIGGER IN 2000

1) Premium impact over time: 1997 2000 2004,-looking at:

- Firms
- Firms
- Firms
- Firms

currently insuring o
not currently insuring '
<500

>500

- Individuals - (e jrioete [ vppes Tacormt

A) Total premium ¥ assessments
B) Break-out of specific components: .
RN Sioyiroad l/

- Net: Medlcaldfrtsk—adjustment Cos T S 5T

- High-cost plan assessment v*

- Uncompensated care reductionv’
- Impact of <25 carveout ,*ﬂ,/*——7;%
- 1.75% AHC/research assessment i~ o
- Impact of Medicare savings

- Early

retiree benefit from community- ratJ.ng'\lm")'J 7

- Administrative load &= (- ¢,
- Cafeteria plan (plus: #s people w1th plans, #businesses
) with plans, $ 1nvolved)

© ..2) “Post-2000:

options for increasing protectlon$ for famJ.lJ.es;X;’f7

Ko ~"3) Optiocns for 1ncreas1ng coverage before 1997

4)j. Admlnlstratlve structure for dellverlng subsidy programs77
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Cost contalnment - prOJected 1mpact on NHE growth
Benefits package update

7) Coverage - breakout of newly insured: workers V. nonworkers
by program - : '
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FAX TO CHRIS JENNINGS |

RE: POSSIBLE POLICY FOR THE DEDUCTIBLE UNDER THE

' DRUQ BENEFIT

The deduotible amount for 1998 (first year of the beneﬁt) would

. not be set in statute. Instead, the bill would require that the

Secretary determine the deductible consistent with a spending
target.

o

Before September 30, 1997, the Secretary would determine a
deductible that would result in incurred spending for beneflts
and administrative costs (before rebates and premiums)
under the drug bensfit that would equal the spending target.
All other aspects of the benefit would be specified -- that is,
the out of pocket cap, payment methodology and rebate

. levels (consistent with the current draft).

The spending targét would be specifled in statute as $18.3
billion, This target is consistent with a stream of fiscal year
outlays that would total $95 billion over ten years (95 - 2004).

The deductible would be updated for 1999 so as to maintaln
the same percentage of beneficiaries who met the deductible
in 1988.

In updating the deductible for 2000, the Secretary would look
back to the actual experience for 1998 and determine what
the deductible should have been in order to have met the
target. The Secretary would then determine the percentage
of beneficiaries that would have met that deductible in 1998
and would establish the deductible for 2000 and subsequent
years so as to malntain that percentage.

| spoke with Scott Harrlson at CBO. He indicated that CBO

PAL/02

5//%[
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would have no problem with this deductible policy. He also
said that the $18.3 bllllon target for 1998 would be scored by
CBO as generating an outlay stream of $98 billion over ten
years. The difference between our $95 billion and CBQO’s $98
blilion Is due to higher rate of growth assumptions by CBO.
Both our $95 billion and CBO’s $98 blllilon are before any

savings from the maintenance of effort provision.

0

Peter Hickman
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OFFICE OF PUBLIC LIAISON
THE WHITE HOUSE

MEMORANDUM FOR HAROLD ICKES

A ALEXIS HERMAN
BOB RUBIN
IRA MAGAZINER
GREG LAWLER -
CHRIS JENNINGS -
JACK LEW
MIKE LUX

cc: STEVE HILTON
FROM: CAREN WILCOX
SUBJECT: PREMEDICARE ISSUE

DATE: JULY 29, 1994

PRE MEDICARE: This is the most important issue for the auto
companies and other older manufacturers with early retiree
populations from downsizing. As you know these companies have
been in the forefront of health care reform for many years and
were among the earliest supporters of the President’s efforts.
In addition, other beneficiaries of this will be the many
retirees who have seen their benefits lost or cut back due to
insolvency of their former companies etc.

Proponents indicate that there are 5.3 million non-working
Americans 55-64, and that 60% of them have no health benefits
from former employers. Seventy -five percent have incomes below
$25,000. They indicate that Medicare Part C would cost a couple
'$4,400 plus out of pocket of about $2,400 without subsidies.

They have altered their request from our original bill and
propose:

Purpose: To make health care coverage affordable to non-
workers between the age of 55 and 64 who are not yet
eligible for Medicare. By the year 2000, no one in this
group with individual income under $25,000 or couples with
income under $35,000 will have to spend more than 4% of
income on health insurance premiums.

There are caps on premiums which are phased out for higher
income individuals.




The proponents have estimates, based on CBO projections, for
a similar proposal in Ways and means Committee bill. They
estimate:

no cost in the first year

1995 - 2000 $8.9 billion

1994 - 2004 $30.3 billion

There are provisions to require companies to pay back part
of the benefit they receive by this relief.

Most of this relief does not go to companies, but goes to
unemployed and unemployable older Americans of modest means
who cannot buy health care coverage.

Companies affected by this provision include General Motors,
Chrysler, Ford and USX and Bethlehem, as well as hundreds of
other companies which have preferred to remain less visible.
These are the earliest supporters of the Clinton plan, and are
from key states for us over time, such as MI, PA, CA etc.

Majority Leader Gephardt’s summary indicates a willingness to
help current early retirees in some manner. The Senate appears
to be more difficult for them. ,

Reportedly Rep. Stark is their main problem, but I believe that
others such as the retailers, "younger work force companies" and
others are lobbying many members against this provision as a
"give away" to the older large companies and the unions.

Without some signal that pre-medicare relief has a chance to be
discussed in Conference, we risk losing active support of bills
by these companies and possible outright opposition.

If some of the taxes in the bill were more evenly spread there
could be some mitigation here for these companies. But they are
increasingly worried about little cost containment, putting the
cost shift into law which they pay already in practice, and other
disincentives to their endorsement of the final bills. I am
working to hold on to thenm.

MESSAGE TO COMPANIES: We have to argue that they should stay
until Conference, in the hope that we can get a fair spread of
health care costs and taxes, but GM and others are close to
cutting out of the bills altogether, due to their projections
that they will pay much more for health care under various
plausible scenarios.

They will know almost as soon as we do about any final decisions,
and it may be necessary for Bob Rubin to call the Big Three auto
CEOs over the weekend to encourage them. He has one home phone
number and I have access to Trotman of Ford’s number.

Attachments
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Juna 26, 1904

To: Davld Abemethy and Ann LaBells

From: Paul Culiinan

Option: Limit Premiums for Persons sye 55-84 with income balow $30,000 (singlas) and $40,000 (couples)
10 7% of Incoma in 1668, 8% In 1899,8% in 2000, ang 4% later

Preliminary Estimate of Federal Budgelary Effects
(y fiscal year, In billions of dollars)

20 3.1 3.8 48 §.1 58 8.2
Pramium Effect: Upon further revisw, we'have daterminad that the CBO aatimatas fot the Chalman's Mark

had slready incorporated the assumption that employers would chooss to enroll thelr aarly retirees

into Part € bscause of the bensflts from Part C's community rating festurs. Therefores, thls smendmant would
hava no additional effect on the Part C pramium,
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" PRE-MEDICARE HEALTH SECURITY COALITION

For Immediate Release : Contact: Eric Shulman
July 29, 1994 ‘ . (202) 452-94 /0
: Lise Merman
(202) 4529521 .

Coalition Labels GAO Report on Retiree Health "Highly Misleading" and "Inaccurate”

Cu&e CBO and OMB Cost Est:matcs of $3 billion per year for Pre-Medicare Provision of
President’s Health Plan

Washington, DC -- Calling a new Government Accounting Office (GAQ) "fact sheet" on retiree
health coverage for people in the 55 64 age group highly misleading and inaccurate, Letitia
Chambers, executive director of the Pre-Medicare Health Security Coalition said today, "Both the
Coungressional Budget Office (CBO) and the Otfice of Management and Budget (OMB) have agreed
that the cost of the President’s plan to cover refirees in this age group is about $3 hillion per year.

We feel this is a necessary price to pay for providing health care to millions of Americans aged
55-64."

“This is far lower Lhan the GAO estimate of $180 billion over ten years and an excellent example
of why we should rely on those agencies of Congress and the Executive Branch -- CBO and
OMB -- that were set up for the express purpose of making budget estimates.

Chambers cited several problems with the GAO fact sheet. "First, it appears to ignore the fact that
morc than half of these retirees ur their spouses work in other jobs. Under the President’s plan,
those “new’ employers would be required to pay for health insurance, not the government. This
alone could reduce the GAO cost estimate by up to 50 percent.”

"Second, the study fails to recognize that the President’s plan (as well as others) has low income
subsxdies for working and non-working people. Such subsidies have no linkage to the pre-
Medicare provision and will be part of any health care reform plan Yex the GAO report appears
10 include these subsidy costs as costs of the pre-Medicare provision.”

*“Third, the study fails to recognize that some employer plans are more generous than the
President’s proposed federal minimum benefit package. These additional benefits would not be

taken over by the federal government yet GAO appears to assume the government will pay 80% of
these costs as well.”

“Finally, the study ignores the likelihood that health care reform will slow the growth in health
care costs -- a major objective of all the health reform proposals -- and assumes that neither the
companies nor the federal government will make changes to reduce costs. As a result, the study
finds thal health care estimated to cost $9.9 billion in 1993 (employer shaxe $7.9 bmuon) will
cost a staggering $38.8 billion by 2007." A

“The fact is that universal heaith insurance cannot be achieved without addrcssing the necds of this

vulnerable population group. We cannot allow non-working Americans to slip through the cracks
of health carc reform,” Chambers concluded.

~more-

1625 K Streer, NW + Suite 200 - Washingron, DC 20006 - (202) 833-8092
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‘Key Facts about the Pre-Medicare Population

. Of the 5.3 million non-working Americans aged 55-64, most — about 60 percent — receive
no health benefits from former employers; '

» Most people in the group are of modest means — 75% have incomes below $25,000 per-
“year and half have incaomes below $20,000 per year;

» Most have difficulty finding affordable health insurance as a result of declining health or
pre-existing conditions -- an estimated 2.7 million people aged 55-64 have no health
insurance coverage;

R Minorities and women are particularly vulnerable. African-American males, for example,
are almost twice as likely as whites to be disabled or unable to work and only half as likely
as whites to have health insurance coverage from former employers;

L Many in this group would not be able to afford Medicare Part ! coverage without financial
assistance. Parn C coverage for couples will cost about $4,400 plus out-of-pocket expenses
of about $2,400 which represents 30 perecnt of income for a non-working couple with an
annual income of $23,000.

The Pre-Medicare Health Security Coalition is a broad-based coalition of retiree, consumer, labor
and industry groups that support affordable health coverage for non-working persons aged 55-64.

#in
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Purpose: To make health care coverage affordable to non-
workers between the age of 55 and 64 who are not yet eligible
for Medicare.

This group is uniquely vulnerable. They have trouble finding affordable
care, limited financial resources and limited work options. This group has
higher bealth care needs and greater out-of-pocket cost than the general
population.

Proposal

This proposal would place a cap on insurance premiums as a percent of
income for non-workers between the age of 55 and 64. By the year 2000, no
one in this group with individual income under $25,000 or couples with
income under $35,000 will have to spend more than 4 percent of income on
health insurance premiums.

Subsidies

This amendment caps lotal premium cost for non-workars between the age
of 55 and 64 as a percent of income on a phased down achedule from 7% to
4% over 6 years. [n the third year of the program, 1998, a cap of 7% would
go into offsct. In 1009, a 8% cap would go into effect, in 2000 a 5% cap
would go into effect and in 2001 a 4% cap would go into effect. This cap
would be maintained at 4% thereafter.

The premium cap would be phased out for individuals with adjusted gross
incomes between $25,000 and $35,000 and for couples with incomes between
$35,000 and $45,000. These income levels would ba indexed annually from
the dste of snactmant.

Costs

No coat in the first year. The cost over five years, from 1995 £hrough 2060
is $8.9 billion. The cost over ten years, 1995 through 2004 is $30.8 billion.

These estimeates ara based on CBO prqjections of similar proposal in the
Ways and Means Committee bill. Lower subsidies and age adjustments to
the community rate in the Chairman’s mark would increase the cost above
these projections. However, a less generous benefits package compared to
Ways and Means and a quicker phase out of subsidies in our proposal would
lower these projections. (Ways and means ends benefits at $30,000 for
singles and $40,000 for couples.)
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Premium Cap and Cost Estimates 1995-2000

o N
_____._...ul

1995 '

1996 ' none o

1997 none : oy

Arguments in support of this provision

0

~ This is a uniguely valnerable population with great health needs, trouble

getting affordable care, limited financial resources, limited work options.

The term "Early retirees” is a misnomer because the primary cause of early
retirement is health problems of the individual or a family member. Many
other "early retirees" are simply unemployed and unable to find work.
Three-fourths of such unemployment results from job loss or layoffs.

This age group and non-workers in particular have higher than average
health care costa.

- .+ According to EBRI pe0ple between the age of 55 and 84 use an average
of 87% more services than people between 45 and 54 and over 50%
more services than people between 35 and 44.

- Non-working péople age 66 to 64 have health expenditures 68% higher
~ than the working near elderly.

- Purther their out-of-pocket exponses average $1200-1500 annually - far
higher than younger populations.



http:retirees-a.re

Ui/ L8 84

10i0¥ QLuz 807 VBl LALAADILNG SV . o ——— -

Most in this group hava low or modsrate incomes
- 34 percent less than 150 percent of poverty
- .66 percent less than 230 percent of poverty

In an employer based system, these people do not have an employer. These
people will be rcaponaible for the empluyer share (minus any low income
subsidy). As such they will be paying a considerable higher percentage of
income for health care than the working population.

Under a system of community rating with adjustments for age, this group
will have higher premium costs and this protection becomes even more
important. o -

1].8. competitiveness is hurt by retiree health costs; competitors don’t have
these burdens. Mature industries are particularly hurt.

Companies continue to cut retivee health benefits by either raising retirvess
costs or dropping benefit altogether.

So, if we don't address this issue people will continue to loze benefita.
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: ® Ttz a Eaﬂout for big industyy.”

" Only 40 percent of all non-worké have health care benefits from former

~ employers. Many of these benefits ere limited in scope.

Less than 3 percent of the targeted population is from the auto industry

People who gain the most are the low and moderate income pre-Medicare
population

Good pohcy should not be disregarded because some of the benefit goes to
companies whou huve historically helped meet the health needs of former
workers. -

This will also make these companies more competitive with companies who
do not have to bear retiree health costs.

®  "Many more paople will retire because of this provision. More compames will
force people in this age group out.”

" Health insurance is only one factor in making a decision to retire. Income

from pensions and savings are much more significant as is the general
sgtisfaction and the othgr' rewards of work. :

This issue hag been blown out of proportion. The administration proposal
which had more generous banafits was estimated to induce between
350,000 and 600,000 early retirees, but most of this resulted from the
certainty of coverage at community rates - not the special early retiree
subsidy.
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' Nef New Federal $ per newly insured

17:19 No.002 P.02

JuL 31’94

person
1994 1995 1996  1997| 1996’ 1999 2000 _ 2001| 2002 _ 2003] 2004
Baseline uninsured 38.3 38.8‘ 39.3 39.5 | 39.9_ 40.4 41.1 41.9 42.6 43.3 “44
Net Newly insured ; : o : :
B HSA! 0 0 5.9 158 39.9 40.4 411, - 419 42.6 43.3 . A4
' 7.18.c 0 0 0 © 175 215 21.6! 225 208 18 46 124
Subsidies ~‘ : . . - '
3 _ HSA .0 0 11; 37 98 129 128 144 164 181 197
7.18.¢c . 0] 0 Q 66.2 1135 119.9-: . 128.0 123.4¢ 1174 - 112.2 105.1
Medicaid savings + State MOE . : : o ;
: : HSA| RN . -0 0 4. - 16 44 - - 66 - 74 83 93 104 116
718.¢c . 0 0§ ] 4571 - 808 89.9 99.9 110 120.5 1314 143
| Net new Federal § per newly insured per‘s’dns 1 ~ . ’ -
. ; - HSA 0 - 0| 1187.45| 1329.11| 1353.38]| 1361.39| 1313.87| 1455.85: 1666.67| 1778.29| 1840.91
B 718.¢c 0 0 ‘0.000 1170.62| 1521.89| 1390.56! 1247.96 630.02 -170.38 -120153 -3059.67
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TABLE 1. UNOFFICIAL ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION 1
(No Mandate, Full Subsidles up to 100% of Poverty, Unconstralned Subsidies)
(By fi fscal year; in bilions of dollars)
NO MANDATE 1995 41996 1897 18938 1999 2000 2004 2002 2003 2004
MANODATORY QUTLAYS
Medicaid . :
1 Discontinved Coverage of Acule Care Y 0 . =246 -36.7 -41.0 45.8 -51.2 -56.9 -63.1 -69.7
2 State Maintenance-of-Effort Payments 0 (1 -19.1 -23.4 -25.5 -27.7 -30.1 -32.7 -35.5 -38.6
3 Disproportionate Share Hospital Payments 0 0 -8.8 -10.2 -11.3 -11.6 -18.8 -20.7 ~22.9 -25.2
4 Offselto Medicare Prescription Drug Program 0 0 0 0 -0.7 -1.8 -7 -1.9 -2.0 -2.2
5 Increase Assel Disregard to $4000 for Home and _ ‘ '
Community Based Services a a a S a a a 0.1 0.1 0.1
& Administralive Savings 0 0 -0.3 -0.5 0.5 -0.8 -0.7 - -0.8 -0.8 -0.9
Total - Medicaid 0 0 -52.8 -70.8 -79.0 87.2 -102.5 ~112.9 -124.2 -136.5
Medicare
7 Partl A Reductions )
lnpatieni PPS Updates 0 0 -0.8 -2.3 -4.2 8.4 -7A -8.1 -8.9 -9.8
Capital Reductions 0 ~0.8 -1.0 -1.2 - -16 -2.1 2.2 -2.4 =2.7 29
Dispraportionate Share Hospital Reductions 0 R 1 -1.1 -1.4 -1.5 -1.7 -1.8 -2.0 -2.2 -2.5
Skilled Nursing Facility Limits 0 -0.1 01 -0.2 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3
Long Term Care Hospitals a a -0.1 -0.1. 0.1 -0.2 -0.2 -0.3 -0.3 0.4
Medicare Dependent Hospitals d 0.1 0.1 0.1 a a 0 0 0 0
" 8 Essential Access Community Hospitals .
Medical Assistance Facility Payments C.1 0.1 .1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Rural Primary Care Hospitals (RPCH) Pmis 0.1 0.1 0.1 0.1 01 0.2 02 02 0.2 0.2
9 Part B Reductions . ‘
Updates tor Physician Services -0.4 0.6 06 -0.7 0.8 -0.8 -0.9 -1.0 1.0 1.1
freal GDP for Volume and Intensity 0 0 -0.3 -0.8 -1.6 -2.5 -3.3 4.2 -5.3 -6.8
Eliminate Formula Driven Overpayments -0.8 -1.0 -1.3 -1.8 -2.3 -3.2 -4.2 -85 <TA -9.1
Competitive Bid for Part B a 0.2 -0.2 -0.2 -0.2 -0.2 -0.2 -0.3 - -0.3 -0.3
Compelitive 8id for Clinical Lab Services @ 0.2 -0.3 -0.3 -0.3 -0.4 -0.4 -0.5 -0.5 -0.6
Prohibition of Balance Biling F @ a a a a F a 8 ]
Laboratory Ceinsurance ) -0.7 -1t -13 -1.4 -1.8 18 -2.0 -2.3 -2.6 -2.9
Comect MVPS Upward Bias o 0 0 0 -0.2 -0.6 -1.4 2.8 3.9 55
Eye & Eye/Ear Specialty Hospials a F @ 0 -0 0 S ¢ -0 0 0
Nurse Pract/Phys Asst Direct Payment 0 ¢ 0.1 0.2 0.3 0.3 0.4 0.5 07 0.8
High Cost Mospitals 0 0 o -0.5 0.8 -0.8 -0.8 -0.9 -1.0 -1.0
Permanent Extension of 25% Part B Premium o 0.6 1.3 0.6 1.0 -2.8 5.0 -1.7 -9.8
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 (Byfi scal year, in bllllcns of dollars}

‘TABLE 1. UNOFFICIAL ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION 1
{No Mandate, Fuil Substdies.up to 100% of Poverty, Unconstrained Subsidies)

1598

NO MANDATE 1995 1996 ~1887 1999 2000 2001 2002 2003 2004
10 Parts A and B Reductions .
Home Health Capayments (20%) -0.7 -34 -4.2 4.6 -5.0 -54 -5.9 6.4 -71.0 -7.6
Medicare Secondary Payer 0 0 0 0 .12 -1.8 -1.9 2.0 -2.2 -2.3
Home Health Limits 0 g 0.3 -0.6 -0.7 -0.7 -0.8 -0.9 ~1.0 -1.0
Expand Centers of Excellence 0 -0.1 -0.1 04, . 04 -0.1 a a 0 0
Risk Contracts {(Waive 50/50 Rule) a 0.1 - 0.2 0.2 0.3 0.2 0.4 04 - 05 0.6
Extend ESRO Secondary Payer ta 24 Months -0.1 0.1 -0.1 -0.1 -0.1 -0.1 -0.1 Y -0.2 -0.2
11 Medicare Quipatient Prescription Drug Benefit Q (] 0 o 6.4 14.8 - 16.2 176 . 192 21.0
Tota! - Medicare -2.4 67 - 103 -14.2 -14.8 -14.2 -18.3 -25.8 -33.4 -41.0
" Other Heatth Programs
12 Vulnerable Hospital Payments 0 0 0 0 o 1.3 1.3 1.3 1.3 137
13 Veterans' programs 0 15 4.2 10.8 . 10.9 11.3 117 121 12.6 13.0
14 Long Term Care Program : ’
15 Home and Communtty Based Care ($48 bil. cap) ¢ 0 0 1.8 29 36 50 7.9 114 15.4
16 Life Care : '
17 Academic Health Centers 0 0 7.0 8.0 9.1 10 J 11.3 12.3 13.3 14,3
18 Graduate Medical and Nursing Educairon 0 0 4.0 58 6.9 16 8.2 8.9 9.6 10.4
19 Medicare Transfer - Graduate Medical Education D 0 -2.2 -2.4 2.5 2.6 -2.8 28 - 31 -3.3
20 Medicare Transfer - Indireet Medical Education 0 0 -4.5 -4.9 -5.4 - 59 -6.5 -1.2 -7.9 -87
21 Women, Infants and Children 0 0.3 0.5 0.5 0.5 0.5 0.6 0 0 0
Total - Other Heallh Programs 0.0 1.8 9.4 18.6 225 26,2 28.8 32.4 37.2 42.4
Subsidies . .
22 Persans between 0-200% of Poverty o 0 46.1 66.8 74.6 83.2 83.0 103.6 115.3 127.8
23 Pregnant Women and Kids 0-240% of Poverty 0 Y 17.6 24.7 264 28.3 304 3.7 334 350
24 Temporarily Unemployed 0 0 0.0 $0 71 1.7 8.3 9.0 9.8 10.6
25 Presumptive Eligibility ) ‘
Total - Subsidies o 0 61.7 94 1 106.0 117.4 129.9 1433 157.9 - 173.2
DRAFT Page 2 of § 07131194  04:07 PM
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TABLE 1. UNOFFICIAL ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION 1

{No Mandate, Full Subsldles up to 100% or PWeny, Unconslralned Subsldles)

(By fiscal year, in bihons of dollars)

2004

NO MANDATE 1995 1996 1997 1998 1999 2000 | 2001 2002 2003
- Public Health Initiative
26 Biomedical and Behavioral Research Trust Fund ) .
27 Health Services Research i 2 0.2 03 0.5 - 06 0.6 0.8 06 06 0.7
28 PHS Core Funclions Q.1 0.2 03 04 - 05 08 0.6 07 07 0.7
. 28 Heaith Promotion/Disease Prevention ~g 0.1 0.1 0.1 " 041 "0 0.2 0.2 02 0.2
30 Development of Community Health Groups 0.1 0.2 0.4 0.5 04 0.3 0.2 0.2 0.2 0.2
31 Investment in Infrastructure Development (Loans) 01 0.1, 01 0.1 - 0.1 0.1 0.1 -0 0.1 0.1
32 Supplements! Services Grants a o.v 02 02 0.3 S.0.9 03 . - 03 - 03 T 03
33 Enabling Grants 0 a 02 04 04 0.4 0.5 0.5 0.5 0.5
34 National Health Service Corps 0 0.1 0.1 0.2 0.2 0.3 0.3 0.3 0.3 - 0.3
35 Mental Health/Substance Abuse Grants 2 0.1 0.1 0.1 0.1 0.1 0.1 01 0.1 0.1
36 School Health Grants : a 0.1 02 0.4 0.5 0.6 0.7 0.7 0.7 0.8
37 Occupational SafetyMeatth Grants 0.1 0.2 0.2 ¢.2 0.2 02" 0.2 0.2 0.2 02
38 Indian Heaith Service 0 B ¢ 14- 1.5 - 1.8 1.8 1.9 21 22 . 24
" Total - Public Health Initiatives 0.3 1.2 - 38 44 4.8 52 55 - 6.8 6.0 © 63
| -MANDATORY OUTLAY CHANGES 2.1 ©-3.6 11.2 - 33.0 .38.8 47 .4 ~42.4 42.7 43.4 44.4
DISCRETIONARY OUTLAYS . : .
39 Veterans' programs 1.2 -1.5 -4.2 -15.4 -15.9 -16.6 -17.2 -17.8 -18.5 -18.2
" Administrative Expenses . ;
40 Administrative Costs 0.5 0.9 1.0 1.0 1.0 1.0 1.1. 11 1.1 1.2 -
41 Cosls to Administer the Mandate’ 4] 0 0 0 0 2.0 2.0 0 0 0
42 Planring and Start-Up Grents 0.1 0.4 06 0.3 0 0 0 0 0 )
Total Studies, Administrative Expenses . 06 1.3 16 1.3 - 1.0 30 .31 11 1.4 1.2
Studies, Researc emonstirations . - ,
41 Department of Labor Programs a 0.2 02 0.2 0.2 0.2 0.2 0.2 0.2 0.2
42 Women, Infants, and Children 30 34 3.5 3.6. 3.7 38 39 40 4.1 -4,2
43 EACHMAF/Rural Transition Demonstrations a 0.1 0.1 0.1 a g a @ B o
Total Studies, Research & Demonstrations 3.0 37 38 39 3.8 40 4.1 4.2 : 43 44
| DISCRETIONARY OUTLAY CHANGES 4.8 3.5 1.2 -10.2 111 3.6 -10.0 -12.6 131 7 136
TOTAL OUTLAY CHANGES 27 0.1 12.4 22.8 28.4 ars 324 30.2 30.2 30.7
ORAFT Page 3ol 5 07731124 04:07 PM
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TABLE 1. UNOFFIC!AL ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION 1
' {No Mandate, Full Subs!dles up to 100% of Poverty, Unconstrained 5ubsldtes)

(By fscal year in billions of dollars)

NO MANDATE

1995

19986

1997 1998 1999 2000

2001

2002

2003 2004

RECEIPTS

44 Increase in Tax on Small Cigaretles -

- 45 1.75% Excise Tax on Private Heallh Ins Premiums

46 Addl Medicare Pert B Premiums for High-
Income Individuals )
47 increase Excise Tax on Hallow-Point Bullets

- 48 Include Certain Sorvice-Related Income in SECA/

Excl Certain Inven-Related Income from SECA
a) General Fund ENsct
b) OASDI Effect
49 Extend Medicare Coverage & Hi Tax to Al Stale
and Local Government Employees

50 Impuse Excise Tax with Respect to Plans

Failing to Satisfy Veluntary Contribution Rules
51 Provide that Heaith Benefits Cannot be Provided
thru a Caleteria Plan/Flex Spend Armangements
52 Exteadincrease 25% Deduction for Health
) Insurance Costs of Self-Employed individuats
53 Limit on Prepayment of Medical Premiums
54 Non-Proft Heaslth Care Orgns/Taxable Orgns
Providing Healih (ns & Prepd Health Care Sves
55 Trmt of Cerlain Ins Companies Under Sect 833
56 Grart Tax Exempt Status to State Ins Risk Pools
57 Remove $150 million Bond Cap on Non-
Hospital 501{c)(3) Bonds
58 Quafified Long-Term Care Benefils Treated as
Medical Care; Clarity Tax Treatment of Long-
Term Care Insurance and Services
59 Tax Treatment of Accelerated Death Benefils
Under Lile Insurance Confracts
60 Incr in Reporting Penalties for Nonemployees

DRAFT

07

»

27

4.5 6.1 76 7.4

15 13 . 186 - 219
.......... Negligible Revenue Loss

0.1 0.1 0.1 0.1
0.2 0.2 0.2 0.3

16 1.5 1.5 14

0.1 0.1 0.1 0.1
-0 0 0 - 0

Page 4 ¢f 5 k

..........

0.1

0.2

-0.1

6.9

3.4

6.8 -67

43 55

~D.1 -1

1.2 1.2

07131194 04:07 PM
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TABLE 1. UNOFFICIAL ESTIMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION 1

{Neo Mandate, Full Subsldles up to 100% of Poverty, Unconstralned Subsldles)

(By fiscat year, in bitlions of dollars)

DRAFT

NO MANDATE 1995 1996 1997 1998 1999 2000 2001 2002 2003
. 61 Post-Retiremen! Medicalllife Insurance Reserves L eeidaeenan Negligible Revenue Effect--- -« - - --
62 Tax Credit for Practilioners in Underserved Areas 0.1 0.2 0.2 -0.2 0.1 0.1 a 8 8-
63 'Increase Expensing Limit for Certain Med Equip a’ a 2 a a a 2 3 B
64 Tax Credit for Cost of Personal Assistance Svcs : ’
: Required by Employed Individuals 0 a - -0 -0.1 -0.1 -0.1 0.1 -0.2 0.2 0,2
- 65 Disclosure of Return Informalionto State Agencies ~ © ceeeniennn No Revenue Effect -~ -- - <+t
66 Impose Premium Tax with Respect to Certain
High Cost Plans -
67 Limit Exclusion for Employer-Paid Health Genefits
68 Indirect Tax Effects of Changes in Tax Treatment
' of Employer & Household Health Ins Spending
{ TOTAL RECEIPT CHANGES 0.7 42 7.3 8.5 _ 103 10.7 10.8 1.2 11.9 13.0] .
. _
DEFICIT
MANDATORY CHANGES 2.8 -7.8 3.9 245 29.2 36.7 31.6 1.5 31.5 31.4
TOTAL CHANGES 20 4.3 51 14.3 18.1 27.1 216 19.0 18.3 17.7
CUMULATIVE DEFICIT EFFECT 2.0 -2.3 2.8 171 35.2 62.3 83.8 102.8 121.1 1389
SOQURCES: Congressional Budget Office; Joint Committee on Taxalion
NOTES:
The figures in this 1able include changes in authorizations of appropriations and in Social Security thal wauld not be counted for pay-as-you-go scoring under the Budget
Enforcement Act of 1990,
Provisions with no cost have been excluded from this table.
a. Less than 50 million.
174 435 50.5 94 1375
- PageS5of5 07/31/94  04:07 PM
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