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CHRIS:
Lisa Nolan wanted the following info:

When the mandate comes in (here assuming 2000), how many would
receive coverage due to the employer mandate provisions and how
many would receive coverage under the individual mandate

provisions?
Answer: About 80% of the under 65 population through the ER mandate
(about 185 million) and the remained (about 52 million) would be

covered through the individual mandate (nonworkers, remaining
uninsured in firms under 25). '

Len also has this info---may want to check to see if he agrees.
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Add to Presumptive Eligibility Section:
Under 1b.

* Upon completion of the application, the applicant and family
(here limited to those eligible for a 100% (full) premium subsidy) -
" would be eligible for insurance (they would select one
immediately) Pre-existing condition limits on those eligible for
a 100% premium subsidy would be waived. Any costs of the waiver
would be allocated to all community rated plans through the rlsk '
adjuster. ,
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Add to Presumptive Eligibility Section:-
Under 1b.

* Upon completion of the application, the applicant and family
(here limited to those eligible for a 100% (full) premium subsidy)

- would . be eligible for insurance (they would select one

- immediately). Pre-existing condition limits on those eligible for

a 100% premium subsidy would be waived. Any costs of the waiver

would be allocated to all communlty rated plans through the risk
adjuster ‘ o
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© Cost of Options, 2000-2004

Cost of Employer Subsidies
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TRIGGERED AFFORDABILITY TARGETS

Premium constraints related to affordability targets would be tﬁggered for community-
rated health plans in a state @lternatwe HCCA) if conditions related to affordability
were not met:

> For an area where employers are not required to contribute towards
coverage: Constraints would be triggered if less than 35% of those cligible to
enroll in a community-rated health plan are able to enroll in a plan with a
premium at or below the reference premium for the area.

> For an area where employers are required to contribute towards éoverage:
Constraints would be triggered if people generally cannot obtain coverage for
X% or less of their income for their 50% share of the premium.

The relevant federal agency could develop proxy measures to determine whether the
above conditions were met.

The first year in which affordability targets would be triggered would be 2000, based
on measurement of affordability for 1999.

Prior to 2000, a Commission would report each year on the affordability of coverage
for families and employers and on the success of market incentives in achieving cost
containment. If the Commission finds that coverage is unaffordable or that cost
containment efforts are unsuccessful it would be required to make recommendations
for improvements.

If affordability targets are triggered in an HCCA, the targets would be established as
follows:

> The target in the first year after the trigger would be based on the actual
weighted average premiums in the HCCA in the previous three years (inflated
forward at the target growth rates for the reference premium).

> After the first year, the target would rise at wage growth plus one percentage
point each year (Alternative: wage growth) until the target reaches the
- reference premium for the HCCA. After that, the target would rise at the same
rate as the reference premium. (Alternative: The reference premium could
increase based on wage growth also.) ' '

Application of affordability targets would be similar to the Senate Labor Bill
(including use of a state—established fee schedule for fee—for-service plans).



COST CONTAINMENT FOR EXPERIENCE-RATED PLANS

OPTION 1:

Experience-rated plans operating in an area where affordability targets have been
triggered would have access to the fee schedule used for the affordability targets for
community-rated plans. Providers would not be permitted to balance bill if paid on
the basis of the fee schedule.

OPTION 2:
® Experience-rated plans operating in an area where affordability targets have
been triggered would have access to the fee schedule used for the affordability
targets for community-rated plans, as in OPTION 1. Providers would not be
permitted to balance bill if paid on the basis of the fee schedule.
° One year following when affordability targets are triggered in an area, an
experience-rated employer could choose to purchase coverage from
community-rated plans in that area.
> The experience-rated employer would pay demographically—-adjusted
premiums to the community-rated plans. Plans would be required to
offer coverage to any experience-rated employer making this election.

> An experience-rated employer electing to purchase from community—

_ rated plans would be required to make such an election in all areas

where the employer operates and affordability targets are triggered.

> An employer could make the election to purchase from community—
rated plans any time after one year following when affordability targets
are triggered, but the election is permanent.

July 28, 1994

1:44 pm
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81 15 000. wrth a subsxdy for the employer’s share of the prermum is about $2 bllhon (recall
 that this decomposition is for people with current retiree health insurance only, this i is only.
40 percent of the retired population). Fmally, the farmly share of the pre:mums plus ‘

paymcnts made by self-employed rctn'ees is. the rema:mng $3 bxlhon

Change in Payments for Early Rctu-ees thh Health Insurance '

1f Program Were Fully In Place in 1994 (Dollars in Bxlhons)
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A Won't This Induce More Retir‘ement?

We expect there to be an increase in retirement as a result of the Health Secunty Act.
Administration estimates are that there will be an increase in the number of retired people of about
350,000 to 600,000 (roughly 5 t0.7.5 percent of the population aged 55 to 64). This will have

. some effect on subsidy payments, of about $1 to $2 billion annually (500,000 people x $2,000

. each: $1 billion). To the extent that thése people are replaced by younger people who would not
otherwise be in the labor force, however, there will be employer payments for the newly hired to -
partially offset subsidies given to the early retirees (the young workers would otherwise have been
‘non-workers and would presumably be covered by federal non-worker subs1d1es) The net effect
on subsidies'is hkely to be small. C :

. JMuch of the inducement to retire early comes from the provzsmn of umversal coverage itself. In
- today's rna:ket it can be difficult if not 1mposs:b1e for an early retiree to obtain private (non- -
group) health insurance coverage. Under reform, this coverage will be available at an affordable
level, even without the early retiree subsidy. The cost of health insurance for even a rich retiree
- would be one employer share (about $2,100 for a couple) plus the family's share of the premium
- (about $770 for a couple).. For a retiree with income less than 250% of poverty (about $24,000 '
for a couple), the cost would be even smaller. Compared to the inducement to retire stemming
from the commumty rating of premiums and other changes in the proposal the add:t:onal
subsidies to early retirees should not lead to much more early retirement.

V. What Effect Will AThis Have On Social Security and M‘edicare?

Th15 increased retu'ement will cost the Social Secunty and Medlcare trust ﬁmds some addmonal'
expenses. We estimate these costs to be $11 bllhon over the 1996 10 2000 penod and 33 to $4
bxlhon per year after 2000 - ‘

There are a large number of provisions in the Health Secunty Act that wxll affect the trust ﬁmds '

- however. The reduction in employer health insurance spending would raJse wages and lead to
moreé revenue for the trust funds, for example. The full extent of the effects on the trust ﬁmds has
not been estunated however. : :
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- Under the Health Secunty Act, employers are  required to contnbute (less any apphcable !
discounts) 80 percent of the weighted average per worker adjusted premium for the appropriate

~ family class of enrollment (i.e, single, 'couple, single-parent, “two-parent family). The special

" retiree subsidy acts as a creditto a qualifying retiree for any portion of the employer's share of
the weighted average premium that has not been paid by an employer or by a spouse’s employer.
This pohcy wﬂl be 1mp1emented on Janum'y 1, 1998

A retiree quahﬁes for a credit of 80 percent of the welghted average prermum if she/he is age 55-

64, not working fiill-time or married to a full-time worker,' would be eligible for Medicare Partt A

. benefits based on employment if they were 65 years of age, is not otherwise Medicare eligible, and
has income? below the threshold amount ($90,000 per year for a single unit or $115,000 for non-
single units). A person over these income limits who does not work at all, and who does not have
‘a working spouse, is responsible for payment of the full "employer” share, Any employer
contributions for months worked by an individual retiree or the spouse of a retiree offset the high
income person's required payments for the ' ‘employer” share; any employer contributions would
also offset the amount of subs1dy received for mdmduals not exceeding the i mcome threshold

amounts

Employers who contributed at least 20 percent of the cost of their early retirees' health insurance
premium on October 1, 1993 will be required to pay 20 percent of the weighted average premium
(the family share) towards their early retirees' insurance from 1998 until the retiree reaches age '

65. All other retirees are responsible for the difference between the- premium of the plan chosen
and 80 percent of the-weighted average prermum in the alliance. However, If the family's income
(footnote 2) is bélow 150 percent of poverty, that family would be eligible for a discount on: the ’
family obligation. The contribution is capped at 3.9 pércent of i income for those with i mcome
between 150 percent of poverty and $40,000 per year. .

.&’/ . I[,' The Cost of the Retlrce Prov1smns

;’/ We estimate the five year cost of the special retiree provzsmn to be approxunately $13 billion.

‘This is the sub31dy cost over and above any subsidies that would be paid out to the early retirees
s'a result of the basic non-worker subsidy policy (regular non-worker subsidy payments to early
retirees are estxmated to be $29 bxlhon over the 1996 to 2000 penod) - :

\

- In addition, a married couple with 12 momhs of ftﬁl-Ume work between the two spouses (e.g., each works
- half-time all year, or each works full-time for 6 months) is & couple with a full-time equivalent worker, and Lhus does not }
“qualify for the spacxal retiree subsidy because their employer share would be paid in full. - '

*Income for these purposes is defined as adjusted gross mqqme plus non-taxable interest income,



07/19/94 08:36 202 401 7321 HHS ASPE/HP . s JENNINGS  @002/005

Subsidigs.to Pgrsor;s Aged 55 - 64 Years (Dollars in Biilions)’ o

o~ subsidy 199 | 1997 | 1998 1999 2000 | Total
| Non-Worker Subsidics to ‘ | $1.1 $§,0 §79 | . %82 [ $8A.5A | s288
Edrly Retirees o a : : o T
|| Adcitional Retiree Subsigy . | s0.0 500 | 35 s48 . | 'ss1 | sisa ||
lrotaL . N I L s422 |

On the revenue side of the retiree pohcy, for the years 1998 to 2000 companies and state’ and \
local governments are reqmred to-pay 50 percent of the greater of (1) the estimated decrease in -
early retiree costs due to the Health Security Act; and (2) the annual average of the actual amount
- paid for early retirees in 1991, 1992, and 1993.. These figures will be adjusted to 1998 to 2000
" based on the medical component of the Consumer Pncc Index. -

| Some sawngs result as federal obhgatlons for retlred federal employees and military health
beneficiaries are decreased due to the retiree provisions in the Act. Over the 1996 to 2000 time'

' period, these savmgs amount to $5.6 bxlhon

In addmcn the costs presented n the previous table are offset slightly in'the years 1999 and 2000
as a result of the "recapture of subsidies paid out to the high i income retirees.’ .

i - Revenues from Retiree Issues (Dollars in Billions)3_ ‘ o C
- N ‘ . ‘ h‘ ) K : A - . "4 i -
Hem = . |- 1996 1997 1998 1999 " | 2000 | Total
Assessment - | 0500 | s00 | s24 | saa | ‘sa7 | si14
Paymcntsfrcm}hghhcomc os00 | soo | so0. | sol | so1 | so2
Retirees ( s ; - o
Savmgsfrom?ederachalm %00 | so0 | s13 | s20 | %22 856
|| Programs - » ( . L‘, RO RN ‘ B o B
o llTotar - 1 __ $17.2

NI numbcrs are cons:stem wzth the Admmstranon cstimates made i in Novcmber, 199 3 for 1he Heakh
ecunty Actl. , L . < . . ‘ e
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“ .  How Much Do Corpdratio‘ns Beneﬁt?

Corporanons benefit by the dilference between what they currently pay for retxree health
insurance.and the amount they will have to pay under reform. It is estimated that total annual
‘health insurance payments for early retirees with employer sponsored: health insurance will be.

about $16 billion in 1994; this will increase to $25 billion.in 2000, if there is no reform, Under

reform, payments by corporauons for the 20 percent share of the former employee $ premiums .

~ will be about $2 billion per year in 1994 dollars, and the three- -year assessment will cost them
~_ about $4 billion per year in the years it is paid. Hence there are substantial savings to firms from
he retiree prov1s10ns There are two .important points about the savmgs to corporanons

. The beneﬁts are greater than the assessment; because the‘ assessment is on only one-half of \
* the gains, and the assessment applies for only three years, :

. The benefits are greater than the $11 billion government cost. of t‘he‘retiree subsidy,
* because the subsidy is the cost of community-rated, adjusted per worker prémiums, and -
under current law, the corporations are currently paying experience-rated costs for each ‘
" individual. In addition, due to universal coverage under the Health Security Act, ‘
uncompensated care costs would no longer be added to private insurance payments

| The followmg is 2 summary of changes in payrnents for currem;ly renred workers W’lth employer -
. sponsored health i insurance: : :

e . Ofthe $16 bllhon that employers and employees are paylng under the current system, $6
billion is eliminated because of community rating, the change to adjusted per worker
premiums, and savings to employers resulting from the elimination of uncompensated care

- cost-shifting* That is, when the early retirees are pooled with the rest of the population,
the cost of prowdmg them insurance decreases. In'addition, under the Health Security
Act, employers do not pay 80 percent of the actuarial premium, but instead pay 80 percent :
of a premium that has been adjusted down to take into account the presence of two
worker famxhes Of course, these costs are shared by all Americans as part of the
community rating and umversal coverage .

LN Of'the remaining $10 b1lhon $4 bnlhon is recewed in payments from employers This

- money is collected because many people aged 55 to 64 work part-time or have spouses
who work. Contnbut:ons from employers of part-time workers offset the retiree and non-
worker subsidies. There is'$1 billion of the subsidies paid as part of the regular non-
worker discount system. The addmonal cost of prowdmg everyone below $90,000 or.

*For emample the estimated weighted average premium for a couple thhom chlldren i5 $3,865. There are
17,531,000 couple units in the country. Since therc are 7,969,000 couple units with two adult workers, however, there )
are 23.5 million (17,531,000 +7,969,000) payers contributing to the system on. behalf of the couples, This is a ratio of
1.455 payers to each couple unit. -Consequently, instead of $3,092 (33,865 x 0.80), each emplcyer need only pay
52, 215 ($3,092/1. 4555) for eac:h worker who i is partofa couple u:ut
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$115,000 with a subsidy for the employer's share of the premium is about $2 billion (recall
that this decomposition is for people with current retiree health insurance only; this is only
| 40 percent of the retired population). Finally, the family share of the premiums plus
: payments made by self-employed retirees is the remammg $3 billion.

- Change in Payménts for Early Retirees wit_h Health Insurance -
if Progx;am ‘Were Fully In Place in 1994 (Dolla}'s/in'ijlliqris)_ R

FCURRENIPAMNTS S | s16 -
Employer s
\ - Prvate . [ ' | $8jl -
I e Federal and StatefLocal f _ 35|
Employee . o | ) h _ | $3
‘Reduction in Paymeﬁts»dlie to .CorninunityRating, Move to Per - | s6 o
' Worker Premium, and Ebmination of Uncompensated Care Cost-Shift | .
| RequlreciPayments . S o I '$1‘0 N
. Employer Payments* ‘ o ; | 34
. Non-Worker,Dlscounts E 81
"« . Additional Retiree Discounts . B ‘ 73 O
. Remaining 20% Share Plus Self- Ernploymem Payments o =1
|EMPLOYER SAVINGS ==~ .~ R
EMPLOYER RETIREE ASSESSMENT n | s4
E 'Includes a small amount of “subsidy payments to employers subject to the cap.
¥t Current employer payments less reform employer payments, less 20% share pald by
corporations. : .

#*+" Inthe 1998 to 2000 pcnod
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v Won‘t This Induce More Retirement? _ ‘
We expect there to be an increase in retu'ement as a result of the Health Secunty Act.
Administration estimates ‘are that there will be an increase in the nurber of retired people of about
350,000 to 600 000 (roughly 5 to 7.5 percent of the populanon aged 55 to 64). This will have -
some effect on subsidy payments, of about $1 to'$2 billion annually (500,000 people x $2,000
“each: $1 billion). To the extent that these people are replaced by younger people who would not
otherwise be in the labor force, however, there will be empioyer payments for the newly hired to
partially offset subsidies given to the early retirees (the young workers would otherwise have been
non-workers and would presumably be covered by federal non-worker sub51d1es) The net eﬁ‘ect
-on subsidies i is hkely to be small, :
* Much of the 1nducemem to retire early comes from the provxslon of umversal coverage 1tself In
- today's market, 1t can be difficult if not impossible for an early retiree to obtain private (non- .- *
group) health i insurance coverage. Under reform, this-coverage will be avallable at an affordable -
level, even without the carly, retiree. subsidy. The cost of health insurance for even a rich retiree
would be one employer share (about $2,100 for a couple) plus the family's share of the premium
(about $770 for a couple). For a retiree with income less than 250% of poverty (about $24, 000 -
- for a couple), the cost would be even smaller. Compared to the inducement to retire sterming
from the community rating of premiums and other changes in the proposal, the additional
subsidies to early retirees should not lead to much more early»retirement. ,

V. W'hat‘Effect wilt 'fhis Have On Séeial Security and Medicare?
This increased retirement will cost the Social Security and Medicare trust funds some additional .

~ expenses. We estimate these costs to be 311 bﬂhon over the 1996 to 2000 period, and $3to $4
,b11hon per yea.r aﬂer 2000 o

'There are a large number of provmons in the Health Secunty Act that w111 affect the trust funds,
- however. The reducnon in employer: ‘health insurance spending would raise wages and lead to
more revenue for the trust funds; for example The full extent of the effects on the trust funds has

‘not been estxmated however -
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EXECUTIVE OFFICE OF THE PRESIDENT /;%S?
OFFICE OF MANAGEMENT AND BUDGET . <§?
Washington, D.C. 20503 '/1/;?\
July 29, 1994

LEGISLATIVE REFERRAL MEMORANDUM
: LRM #I-3479

TO: Legislative Liaison Officer -

EOP - Review Only, See Distribution.B ow - ( ) - -

. g ; p .
egislative ReTerence

OMB CONTACT: Robert PELLICCI (395-4871)
Becretary’s line (for simple responses): 395-7362

FROM: - JANET R. FORSGREN (for)
‘ o Assistant Director for

SUBJECT: HHS Drafting Service RE: S 1757, Health
Securlty Act

DEADLINE. g 30 P. M.,July 29, 1994

-COMMENTS: SENATOR MITCHELL REQUEST FOR NUMBERS TO SHOW THE
DIFFERENCE BETWEEN THE ORIGINAL PHYSICIAN UPDATE PROVISIONS IN
THE hsa AND THE NEW PROVISION TO CORRECT THE MVPS UPWARD BIAS.

OMB requests the views of your agency on the above subject before
advising on its relationship to the program of the President, in
accordance with OMB Clrcular A-19.

Please adv1se us if this item will affect direct SPending or
recelpts for purposes of ‘the the "Pay-As-You-Go" provisions of
Title XIII of the Omnlbus Budget Reconc111atlon Act of 1990.

cc: _ : g
Nancy-Ann Min o
Ira Magaziner
Chris_ Jennlngs
Egack Lew . 2 2 P
Lynn Margherio

Judy Feder

Greg Lawler

Barry Clendenin (2)3
Len Nichols

Janet Forsgren.



LRM #I-3479
RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM ’

If your response to this request for views is simple (e.qg.,
concur/no comment) we prefer that you respond by faxing us this
response sheet. 'If the response is simple and you prefer to
call, please call the branch-wide line shown below (NOT the
analyst’s line) to leave a message with a secretary.

You may also respond by (1) calling the analyst/attorney’s direct
line (you will be connected to voice mail if the analyst does not-
~answer); (2) sending us a memo or letter; or (3) if you are an
OASIS user in the Executive Office of the President, sending an
E-mail message. Please include the LRM number shown above, and
the subject shown below. ' : ’ ,

TO: Robert PELLICCI
Office of Management and Budget
Fax Number: (202) 395-6148 ; ‘
Analyst/Attorney’s Direct Number: - (202) 395~-4871
Branch-Wide Line (to reach secretary): (202) 395-7362

FROM: . | : (Date)

(Name)

(Agency)

(Telephbne)

' SUBJECT: HHS Drafting Service RE: S 17577 Health .
Security Act :

The following is the response of our agency to your request for
views on the above~captioned subject:

Concur
No objection
- No comment

Sée'prcpbsed edits on pages

Other: .

- FAX RETURN of pages, attached to this
response sheet «
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“July 29, 199w -

NOTE TO: Chris Jennings
Bob Pelliceci

FROM: Bridgett Taylor‘

SUBJECT: Two requests. from Senator Mitchell's office -(D) v
regarding the provision to correct the MVPS upward
bias. 2) draft language to repeal the Medicare and
Medicaid coverage data bank. ]

Senator Mitchell's office requested numbers to show the
difference baetween the original physician update provisions in
the H8A and the new provision to correct the MVPS upward bias.
Attached are these numbers.

Senator Mitchell's office also requested draft language to repeal
the Medicare and Medicaid coverage data bank ‘Thie language is
almo attached. '

Senator Mitchell is on a very tight time frame so we need to get
this ASAP, ag in some time this p.m., Friday, July 29.

Thanks.
cc: Jerry Klepher
Karen Pollits

attachments .
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Physician gﬁdnteﬂ

Table 1 shuwa actuarial projected physician feoa schedule updates
for 1994 through 2000, using Presldent's budget baselina, ror the
following three scenarios:

(A) Current law,

(B) Current law with real GDP/capita proposal, and

(C) Current law with both the real GDP/capita proposal and
and the cumulative MVPS proposal. .

(Note that the current law option includes tha 5 percent limit on
downward MVPS adjustments. However, any option with real GDP
proposal eliminates 5 percent limit since the elimination is
contained in the language for that provision) o

Table 2 shows actuarial projected physician fee schedule updates
for 1994 through 2000, using Presldent's budget bageline, for the
following three scenarios:

(AR) Current law with correcting MVFS upward bias proposal

(retaining the 5 parcent 11mit on downward adjuatments
¢ to update), ‘

{A') Current law with correcting MVPS upward blas proposal
(eliminating the 5 parcant 1imit on downward adjustmenta
to update), and ‘

(B Current law with both correcting MVPS upward bias
proposal and real GDP[capita proposal.

(Note that option B eliminates the 5 percent limit since the .
elimination is contained in the language for tha real GDP

proposal).
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FLOW OF MONEY ISSUES

Paymants t¢ health plaﬁs.

™ 3

L.

O.

a.

Erployere thet Qttar covergge to their employeasr make
payments Airsctly to healils plans (ox, if the employax
alectw to provide coverage through & rnoperative, or
the snpluyws slecls Lhsougl (e cooperative). Tor
amployees thet choose Lo take thedir premium
woulsibution to FENDr (assuming thot employor did not:
. choore ¥RHURP), the employar makes tha payment to FEHBP.

Employers withhold the amplo&eeis contribution and psy

J &

1o the plan aleng with their poyments.

. Families witlwul employer-provided coversge malo
paymnents directly "to community~rated health plans.
Femiliaes thot purchase ooverage thxough a cooparativo
make paymenta ihrough the cooperative. ;

. .applicatione through the Stata office. The State would
pay pramiums roc :ucu :aclpients dirsctly to the plana.

-

i.

v

ipien Puzimil AFDC reoxpicntu to

QUTion Ior AR KApIpIenvss
onroll in 3 health plan threugh the Stata office wneras
they QUBLLtYy for RFDC., All hewalils plaas would sccepd

After the mandpta: Puymeubu ass wesentially the osme,
oxoanpt: ' -

2y

s @

110

[Changes to reflect Per Worker Prgnzua]. Each
Stale wuuld contreot with one HIPC in cach HCCA
. {"damignatad -HIPC") (or with such other entity es
the State dotermiues eppropriats) to collect
psyments made by employers of for non-enrolling
‘aemployaes. :

(1)

Lommunity—rutcd employor: would make paymentse
for non~enrolling employees 10 the dusignated
HIPC in the arca where such employse resides.

Bxperiencmwzatcd enployers could choose o

- make puyments to one designeved HIPC fus all
its non- enrelling nationally. In such canan, .

the employer would be required to identify
the eppropriate amount to bas transferrad by
the designated HIPC to the designated HIPCs
in each HCCA where the non-enrolling
employees or the employer reside.

{Change to assure univ&xsal coverage}

bliminate ability of healll yluua o pancel

covorage for non-payment.

i
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-~  add had debt proviaions from Benate Labor.
HIPCs. o co ‘ ‘

HIPCs would be required to comply with standardn ertablished

by the National board relating to fiduclury Iespunulbllivy, N

vech-menagement, and the acoounting and repnrting nf
financial matters.

- Oyt »
subsidy ﬁdmlulutzatlon, Rﬁ&on&il;oklun,

a. In general, Btates odminister the housshold subeidias.
The application end reconciliation provigions from
Bunate Labor sppeor to molke sonoe. .

b.. . In generel, Gtotes sdminister the employsr subeidies.
for community-rated emplovers and the Secretary of -
adminiavera the subgidlies fox Oxperianco-ratad :

employears.

Pra-Mandate. ‘Employers sesking subsidies would muke an
initiel opplioabion for subsidise¢. The applicatioen .
would rsquire employers to explein Nhow thay wers
exponding cowvcrage and wuch other information am tha
Secretary reguires in reguvlarion. GCuaumunity-relad
ecmployerse would apply to the State(e) in which their
employees Trasido. Experience-rated cmpluxs;s would
spply to the °saratary

aftar an ﬂmployex ) appljration is approved, the

BMPlLUYe: Would Cay thels porawium payments fox newly
covered workers in the sams manner as the deecribed
below { for post-muudata}. .

FSRRRI T WP R o
rost-nandate., Swnpte labor provisiona oppear to woxls,
Ezzentially, amplopere cap thair payments at appliceble
peicentaye of each employee's woge; thore o an end of
the year raconnilistion that employer's makes with
8tate/Secratary. Sgm Bcctions 6123, 6131 and 6207.

Ad? Lu Swualo Labur provisions the folloswings

L. Employexrs that Gloim o subsidy for a month (by
capping rthair payment) must file intormation with -
the health plan (or HIPC ox easignated HIPC, am
appropriata) and with the applicable suthority
{(8tate or Secretary) specifying the difforence
bharwasn the! {prenium owed and the amuunt of subsidy
claimed. .

11, Pursuont to regulalions, tho Scoretary could
require the filing of guch information at such
times (with tho Seoretary orxr the State, as
appxopriare} 23 18 neceesury To verify sligibiliby
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for subsidicD. The Secretary (end, in the case of
colMUnity~Trated eployers; states) would hove the
suthority to sudit employers claiming aubsidies.

(Note: This veslly belongs in Title IX). The
gteate, in ihe Cosse of subsidics for community -
rated employars, ond tha Secratery, in the cage ot
subsidies fC: wmapsslence-crated employers, would
make payments La health plans, HIPCe and
deslgnaled HIPCs for the amgunts of subsidiae
proviﬂaﬂ +o such employ@ra.

Pramiuns .

Community-ruted health plans file promiums each
year for sach healll vare coverage area. The
premiums for the appropriate sress are filed in
aach State where the heaslth plan operatus. Plans
file one premium four sdch health cere coverage
area, with any marketing fees that are chezged for
digtribution shown separately: HIPL fees ara alao
f£iled separatelv. "

Each vear, communixy-rated health planu file an

aotuarial cortification (with such informstion an

" required by The State, congistent wilh 1ulen of

b. - Enpar
premsi.
plans

the Board), demonstrating thet {+s premiums for
the previous ye&r in a comnunity-rating asce werc
determinad on the bagis of nommunxfy-rating.

ianca«rated Lnsufaﬁ haalih plans negotiate
umg with eliygible spungors. Self-funded health
calculete an estimeted premium asguivalent prior

10 8ach year (cunsisteni willi ragulations of the

Secre
prami

tary ot 7). Subridies ara caloulated based on the
um gequivelent.

‘

@oos
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¢. Chamges in Payment Hethodology for PPS=Exoluded Hospitals
:22!!.!5.&!! '
' sapitals excluded from the prospsctive payment system (psychiatrie
rebabilitation, childran'as, cancer, and long-term hospitals agdyﬁsycniatéic

and rehabilitation distinct part unita) aze paid on a reasonable cost bssis
subjeot to a rats of increase limit on cperating costs per dischargs. The .

por discharge lim;t, or target amount, is updated annually.

Rasarintion of rroposal

Rahabilitation hospitals and distingt part units would ds assigned
their 1990 and 1991 Medicare cost reporting pericds as a new base yaar.
Limits for subasquent perieds would be determined based on per-discharge:
lt‘%:ntt operating cost avaraged over the two year pariod. The rebasing
wnide : - ‘

(a) Hold harmless those hospitals and units under their limits by
paying them thelr costs plus incentive payments; '

© (k) Provide a tioo: ot 70 percent of the nd;ionil average f£ox each
-type-of facility for those facilities with vary low limits; and

(@) Provide a ceiling of 110 percent of the nationsl nvataq.¢:or',~‘
sach typs of facility for new facilities. T ‘

The Secretary would be raguired ta complate devaelopment of &
prospective payment system for rshabllitation hespitals and distinct part
units, inciuding a patient classification system, and prasent

' ndetions Lo Congress by October 1, 1996. _ ,

"Ccanditions for exclusion of renabilitation hospitals and distinot part -
unite from the PPS would be sxpanded te acocunt for the impact of new -
teshnelogies and survival rates and the changes in the practice of
redabilitation medicine over the past decade. : A

long term hassital mesting a two year financial loss tast and a
lev-inosme patient 1oad test, would be assigned an average of their 1990
and 19903 58 cost reporting periods as a new base yesar. In any
‘ V t twoc ysar period in whioh both tests wers met, the Recratary
would be required to assign the hospital a nev base year averaging the
coats of the twe years. A hospital meeta the rinancizl loss test if it has .
hed two conmscutive years of lossas where {ts costs exodea its limit. A
hespital satisfies the lov-incoma patient load test if it has a Msdicars ,
dieprepertionate share patient percentage of greater thap 24 perasnt.. = —-..—

P O N

.

sefeatsive Date
ogtaker 1, 1994. .
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National Health Care Commission

A National Health Care Commission would be established to monitor and make
recommendations with respect to trends in health insurance coverage and costs. The
Commission would consist of seven members to be appointed by the President based on
their expertise and national recognition in the fields of health economics, including
insurance practices, benefit design, provider organization and reimbursement, and labor
markets.

The Commission would be appointed by the President within nine months of
enactment and confirmed by the Senate. The President would designate one individual
to serve as Chairperson of the Commission. The terms of members of the Commission
shall be for six years, starting on January 1, 1996, except that of the members first
appointed three shall be for a term of four years and three for a term of five years,

- other than the Chairperson.

. The Commission may be adviséd by expert private as well as public entities which .
focus on the economic, demographic, and insurance market factors that affect the cost
and availability of insurance. The Commission would conduct analyses of health care
costs and health care coverage. o

. Beginning in 1998, the Commission would issue annual reports detailing trends in
health care coverage and costs. The reports will include measurements of structure and
performance of both costs and coverage broken down nationally, by state, and to the
extent practical by health care coverage area.

, Among other things, the Commission would rcpért generally on:

Demographics and cmploymcnt status of the uninsured and reasons why they are
uninsured;

Structure of health delivery systems;
Status of insurance market reforms; -
Developmem and operations of health insurance purchasing cooperatives;

Success of market mechanisms in expandmg coverage and controllmg costs among

: e:mployers and among households;

Success of hlgh cost health insurance premium tax in controlling costs;
Adequacy of subsidies for low-income individuals and employers;

Success ‘of subsidy program in cxpandmg coverage through employers and among
households; ,

The Commission would also issue detailed findings on the per capita cost of



health care, including the rate of growth by type of provider, by type of payor, within
States and within health care coverage areas. Such findings would also include the
expected rate of growth in per capita health care costs, the causes of health care cost
growth, and strategies for controlling such costs. :

On January 15, 1999, the Commission would determine whether the voluntary
system has achieved 95 percent coverage of all Americans. If the Commission -

~determines ..(combine paper on mandate trigger)

On Januaxy 15, 1999, the Commission would determine whether the market
reforms and assessments in this legislation have succeeded in controlling health care
costs relative to the target rates of growth Such dctermmauons would be made on a

" pational and State basis.

If the target rate of growth for national per capita premium growth have not been
met, the Commission will consider and recommend to Congress a means of controlling
health care costs to the target set in this legislation or to an alternative target if the
Commission determines that would be more appropriate. Congress shall consider such
Commission recommendation under the same procedures, and at the same time, as it
considers the Commission recommendauon for achieving universal coverage.

If Congress fails to pass such legislation, stand-by premium caps will go into
effect requiring health plans to limit future per capita premium increases to the target

level.

 Alternative A: If at any point in the future, the Commission determines that
health care costs in a State have failed to meet the per Caplta preminm targets, standby
premium caps will go into effect in that State.

Alternative B: If at any point in the fumre, thc Commission determines that one

‘half the insured population in the nation is enrolled in health plans subject to the high

cost premium assessment, the following year standby premium caps will go into effect
absent Congressmnal action.

-Alternative C: If at any point-in the future, the Commission dctennmes that
more than half of the insured population in a State is enrolled in health plans subject to
the high cost plan assessment, the following year standby premium caps will go into
effect in that State.

QUESTION: HOW DO YOU BREAK THIS DOWN BY STATE; TO

INDIVIDUALS RESIDING IN THE STATE? TO HEALTH PLANS IN A STATE? TO

PROVIDERS IN A STATE?

Alternative D: The Comnnssxon will makc a determination whether the subsidy
caps in the legislation are undermining the affordability of health insurance premiums to
subsidized households and businesses.. If the Commission determines that such subsidies
are being seriously eroded, it will recommend to Congress a means of making insurance

more affordable including through higher subsidies or health care cost controls, which



i

Congress will consider underspecial fast track procedures.

'
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A. PRE-MANDATE EMPLOYER SUBSIDIES

1. -In general, employers would be eligible for subsidies under this if <thcy expand

a.

their health benefits plan to employees (or classes of employees) that were not previously
covered.
2. To be eligible for such subsidies, the employers would have to:

Meet the general requirements for employers offering coverage to employees (e.g.,
offer choice of three plans and a HIPC, payroll deduction, etc.). ‘

Contribute at least 50% of the cost of coverage for each class of family
enrollment (e.g., the employer must offer to contribute the minimum percentage
toward the appropriate class of family enrollment for each employee).

~Expand coverage to all employees of the same type (e.g., full-time or part-tlmc

workers).

Self—cmploycd people generally would not be eligible for the subsidy. A sole
proprietorship with at least 3 full-time employees (including the sole proprietor)
that reports a minimum amount of wages (as defined in regulatlon by the
Secretary of ["] would eligible for the subsxdy

3. Employers requesting subsidies under this would be required to certify that they had -
not offered health benefits to the employees for whom they were requesting the subsidy.

a.

An employer would be considered to not have offered health benefits to an

~ employee if the amount of the contribution to the worker was less than $500

(annualized).

The Secretary of [?] woﬁld establish régulations to define the types of situations
for which an employee would be determined to previously have been offered or

. -covered by an employer's'health plan. For example, a new employee i ina position
that was prcwously covcred would not be eligible for subsidies.

4. The subsidies would be available to an cmploycr for only five years.

a.

An cmploycr would be feligiblc for the subsidy only once. In general, a sole

proprietor or partner that requests a subsidy would be required to certify that they

had not owned a business or enterprise that had previously received a subsidy
under this ___. . The Secretary of [?] would establish regulations relating to
the eligibility cntcrprxses that are related to or. successors of enterprises that

_ prcv1ously received the subs1d1cs under this



~ b. The subsidies would pha$e4out for an employer as described below.

The subsidy for an employer under this _ for a previously uninsured worker Woﬁld
be calculated as follows: ‘

a. Subsidy = 50% of the lower of (a) the reference prefmum or (b) the weighted
" average premium of the HIPC chosen by the employer, minus 8% of the
1nd1v1duals wages, but in no case less than Z€r10.

The reference premium and the weighted average HIPC premiums would be based
in the applicable class of family enrollment for the employee. :

b. ‘In the fourth and fifth year that an employer receives subsidies under this ,
the subsidy is reduced. In the fourth year, the subsidy is based on 75% of the
50% contribution level (or 37.5% of the reference or average HIPC premium).
In the fifth year, the subsidy is based on 50% of the 50% contribution level (or
25% of the reference or average HIPC premlum)

c. Employer contributions that exceed 50% of the weighted average premium of the
HIPC chosen by the employer are not subsidized.



A. SPECIAL SUBSIDIES FOR TEMPORARILY UNEMPLOYED

Eligibility. In general, workers that lose their jobs would be eligible for enhanced
income protection under the Low-Income Voucher Program

a. Workers that have been employcd on a full- time basis (or a substantially full-
time basis, as defined in regulations by the Secretary of [?]) and that lose -
employment would be eligible for the enhanced income protection under the
Low-Income Voucher Program.

b. The enhance protecfion would apply only for uninsured members of the family
(e.g.,. members of the family covered by other insurance at the time a worker
loses his or her job would not be eligible for the enhanced income protection).

c. A family that is otherwise eligible for a subsidy under this program is required
to take advantage of any employer contribution (for which the family is
otherwise eligible) 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).

Amount of Enhanced Income Protection.

a. For families eligible for enhanced income protection under this program, the
family's income for. the purposes of calculating eligibility for subsidies under
the Low-Income Vouchcr Program would be adjusied as follows:

48] 'Uncmployment compcnsatron (UI)_would not be counted in determining
family income under the Low-Income Voucher Program, and

(2)  In determining family income for the year, the family would be

permitted to reduce the amount of any wages earned in a ' month by
75% of the monthly poverty level (applicable to the family's size). For

- wages carned prior to the period of unemployment, the reduction would
be applied in determining the amount of subsidy the family would
receive during the period of unemployment (but not more than six
months). For wages camned after the period of unemployment (but
during the period of determining family income), the reduction would
be applied through any reconciliation process related to the subsidies
received by the family for the year.

b. A family is eligible for enhanced income protection under this __ for the
‘ lesser of the period of unemploymcnt or six months. -



.“ A

E. OUTREACH TO MAXIMIZE PARTICIPATION

Presumptive eligibility at point of service. To maximize
participation, each participating State would be requlred to
have a system of presumptive eligibility for subsidies, as
approved by and subject to rules of the .

a‘

A participating State would be required to develop and
make available to providers of health care a simple
application for presumptive eligibility for full
premium subsidies (e.g., for people at or below 75% of
poverty, pregnant women and kids below 185% of poverty,
etc.). The application must provide for a simple
declaration of eligibility for a full subsidy, as well
as the opportunity to enroll in a community rated
health plan.

A prov1der -- as a condition of accepting payment in a
year from any certified health plan -- would be
required to provide to any uninsured patient the
application for presumptive eligibility. The provider
would be required to accept from a patient a completed
application, and to forward the application to the
appropriate admlnlstratlve entity (as designated by the
State).

An individual who enrolls in a plan through the =

- presumptive eligibility process would be considered to

have been enrolled in a plan as of the date of
submission of thelr application (including subm1351on
to a provider).

Presumptive eligibility would apply for a period of two
months. States would be exempt from responsibility for

‘admlnlstratlve errors (for inaccurate subsidy

determinations) with respect to presumptive
eligibility.

During the two months of presumptive eligibility, a
State would be requlred to provide a subsidy recipient
with the opportunity to apply for more permanent
eligibility. :

If an individual is found not to be eligible for a full
premium subsidy (either at the time of application for
more permanent eligibility or through a year-end
reconciliation), the individual shall still be
considered to have been eligible durlng the two- months

Vof presumptive eligibility.

' ‘Other outreach efforts. Participating States must make

additional efforts, consistent with rules developed by

, to provide maximum reasonable opportunltles for

individuals to apply for and receive: sub51d1es. These



12

efforts must include, at a minimum, makihg subsidy
applications accessible at locations where eligible
individuals are likely to obtain them (e.g., schools).
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TRIGGERED AFFORDABILITY TARGETS

Premium constraints related to affordability targets would be triggered for community-
rated health plans in a state (Altemanve HCC4) if conditions relatcd to affordab111ty
were not mct :

> For an area where employers are not required to contribute towards
coverage: Constraints would be triggered if less than 35% of those-eligible to .
enroll in a community—-rated health plan are able to enroll in a plan w1th a
premium at or below the reference premium for the area.

> For an area where employers are required to contribute towards coverage:
Constraints would be triggered if people generally cannot obtain coverage for
X% or less of their income for their 50% share of the premium.

The relevant federal agency could develop proxy measures to determine whether the
abovc condltlons were met.

The first year in which affordablllty targets would be tnggcrcd would be 2000, bascd
on measurement of affordability for 1999

Prior to 2000, a Commission _wojuld report each year on the affordability of coverage
for families and employers .and on the success of market incentives in achieving cost
containment. If the Commission finds that coverage is unaffordable or that cost
containment efforts are unsuccessful, it would be required to make rccommendations
for improvements.

If affordablllty targets are tnggcred in an HCCA, the targcts would be establlshcd as
follows

> The target in the first year after the trigger would be based on the-actual
weighted average premiums in the HCCA in the previous three years (mflatcd
forward at the targct growth rates for the reference premium).

> ‘After the first year, the targct would rise at wage growth plus one percentage
point cach year (dlrernative: wage growth) until the target reaches the .

-reference premium for the HCCA. After that, the target would rise at the same
rate as the reference premium. (Alternative: The reference premium could
increase based on wage growth also.) R

Application of affordability targéts would be similar to the Senate Labor Bill
(including use of a statc-established fee schedule for fee-for-service plans).



COST CONTAINMENT FOR EXPERIENCE-RATED PLANS

OPTION 1:

Experience—~rated plans operating in an area where affordability targets have been
triggered would have access to the fee schedule used for the affordability targets for
community-rated plans. Providers would not be permitted to balance bill if paid on
the basis of the fee schedule. :

OPTION 2:
° Experience-rated plans operating in an area where affordability targets have
been triggered would have access to the fee schedule used for the affordability
targets for community-rated plans, as in OPTION 1. Providers would not be
permitted to balance bill if paid on the basis of the fee schedule. '
° One year following when affordability targets are triggered in an area, an
experience-rated employer could choose to purchase coverage from
community-rated plans in that area.
> The experience-tated employer would pay demographically—adjusted
premiums to the community-rated plans. Plans would be required to
offer coverage to any experience-rated employer making this election.

> An cxperience—ratéd employer electing to purchase from community-
rated plans would be required to make such an election in all areas
where the employer operates and affordability targets are triggered.

> An employer could make the election to‘purchase from community—
rated plans any time after one year following when affordability targets
are triggered, but the election is permanent.

July 28, 1994

1:44 pm
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ADDITIONAL SUBSIDIES FOR UNINSURED KIDS

Eligibility: Medicaid coverage would be expanded as follows for the one-year
period between 1/1/96 until 1/1/97:

a.

“Infants who are currently covered to 133 percent of poverty, with an

option to 185 percent of poverty, would be covered up 185 percent of
poverty. . '

Children up to-age 6 who are currently covered up to 133 percent of
poverty would be covered up to 185 percent of poverty.

Children between ages 6 and 19 who are currently covered up 100 to
percent of poverty on a phased-in basis would be covered up to 185
percent of poverty.

States that currently use 1902(r)(2) to cover children at higher income
levels could continue to-cover these persons, or be treated as other
states with 100% Federal financing only for those with income up to 185
percent of poverty.

Coverage through Private Plans: Similar to the OBRA 1990 provision, states
are required to purchase group health insurance coverage for Medicaid
beneficiaries where cost effective as defined by the Secretary. In addition, State
options include:

a.

Family option of empioyer plan: A state may elect to enroll children in a
family option within the option of the group health plans offered to the
caretaker relative.

Family option of state employee plan: a state may elect to enroll the
children in a family option within the options of the group health plan or
plans offered by the state to state employees.

Health Maintenance Organizations: a state may elect to enroll the
children in a health maintenance organization in which fewer than half of
the membership are eligible to receive medical assistance benefits. This
enroliment option is in addition to any enrollment option that a state might
offer with respect to receiving services through a health maintenance
organization. ‘




d. . Astate may elect to enroll children in a basic state health plan offered by
the state to individuals in the state otherwise unable to obtain health
iInsurance coverage.

Medicaid will pay for the full premlum and the full cost shanng amounts, but only
for the services covered by Medicaid. :

Current Medicaid rules governing covered services and recipient eligibility would -
be retained to cover services not otherwise provided under private health plans
for those who are in the states" Medicaid eligible groups prlor to the 1996

expansion.

Financing: The Federal government would provide the following Federal
matching through Medicaid.

a. All current‘eligibility categories would continue to matched at the state's
regular Medicaid matching rate (FMAP), except as noted below.

1

Coverage for infants with family incomes between 133 percent and
185 percent of poverty would be 100 percent Federally financed.

.Coverage for children up to age 6 with family incomes between 133

percent and 185 percent of poverty would be 100 percent Federally
ﬁnanced

As of 1/1/96, coverage for children born before 10/1/83 up to age
19 (children ages 14 through 18) with family incomes above AFDC

* but below 100 percent of poverty would be 100 percent Federally

financed.

Coverage for children age 7 up to age 19 with family incomes

between 100 percent and 185 percent of poverty would be 100

percent Federally financed.

‘Coverage for children'in 1115 waiver states who are currently

covered at various levels of income would be 100 percent
Federally financed up to 185 percent of poverty. Individuals
covered through the 1115 waiver above the 185 percent threshold
would no longer be eligible for Federal flnancmg i.e., all Statewide
waivers would be terminated.

-

© Children in states that use more liberal eligibility rules under

1902(r)(2) in families with incomes up to 185 percent of poverty
would be covered at the levels indicated above. Children covered ‘



with family'incom‘e above the 185 peroént threshold would no
longer be covered; i.e., all 1902(r) changes would be terminated.

1997 And Subsequent Years

1. Eligibility: In general, children.up to age 19 who have not been covered by
health insurance for at least six months (or longer if dropping employer coverage
is an issue) and who are in families with incomes up to 240 percent of poverty
would be eligible for a voucher toward insurance coverage.

a.

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 percent (could make it a lower level if there
would be an assumption that employers would reduce coverage for
dependents; note nondiscrimination rule!l) toward the cost of a single-
parent or two-parent family policy. :

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

Children 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-urinsured test. »

Amount of Subsidy:

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

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

3. Use of subsidies: Community-rated health plans would accept vouchers
toward payment of coverage.

a.

1

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



b. These categories 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 family policy and the
muitiple child policy might be one-half of the two-parent family premium.

c.  Eligible children with a pérent 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 e|igib|é for a subsidy under the kids
program and under the low income or unemployed voucher program:

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

b. The voucher for the low income voucher program would be calculated
using the poverty level based on the entire family, but the premium would
be the applicable premium for the entire family minus the premlum
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.

Wrap-around Benefits: Current Medicaid rules governing covered services
and recipient eligibility would be retained to cover services not otherwise
provided under private health plans (wrap-around services) for those who are in
the states' Medicaid eligible groups prior to the 1996 expansion.



C. ADDITIONAL SUBSIDIES FOR PREGNANT WOMEN

1996

1. Eligibility: Medicaid coverage would be expanded as follows for the one-year
period between 1/1/96 until 1/1/97:

a. Pregnant women who are currently covered to 133 percent of poverty,
with an option to 185 percent, would be covered up 185 percent of
poverty.

b. States that currently use 1902(r)(2) to cover pregnan{ women at higher

income levels could continue to cover these persons, or be treated as
other states with 100 percent Federal financing only for those with income
up to 185 percent of poverty.

C. As under current Medicaid law pregnant women who would otherwise
lose Medicaid eligibility due to a change in income remain Medicaid-
eligible throughout their pregnancy and three-month post-partum period.

2. Coverage through Private Plans: Similar to the OBRA 1990 provision, states
are required to purchase group health insurance coverage for Medicaid
beneficiaries where cost effective as defined by the Secretary. In addition, state
options include:

a. Family option of employer plan: A state may elect to enroll pregnant
women in a family option within the optron of the group health plans
offered to the caretaker relative.

b. . Eamily option of state employee plan: a state may elect to enroll pregnant
women in a family option within the options of the group health plan or
plans offered by the state to state employees.

C. Health Maintenance Organizations: a state may elect to enroll pregnant
women in a health maintenance organization in which fewer than half of
the membership are eligible to receive medical assistance benefits. This
enrollment option is in addition to any enroliment option that a state might
offer with respect to receiving services through a health maintenance
organization.

d. A state may elect to enroll pregnant women in a basic state health plan
offered by the state to individuals in the state otherwise unable to obtain
health insurance coverage.
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Medicaid will pay for the full premium;and the full cost sharing amounts, but only for
services currently covered by Medicaid in that state.

Current Medicaid rules goVerning covered services and recipient eligibility would be
retained to cover services not otherwise provided under private health plans (wrap-
around services) for those who are in: the states' Medicaid eligible groups praor to the

1996 expansion.

3. Financing: The Federal govetnment would provide the following Federal
matching through Medicaid. -

a.

All current eligibility categories would continue to matched at the State's
regular Medicaid matchmg rate (FMAP); except as noted below.

-1

Coverage for pregnant women with family incomes between 133
percent and 185 percent of poverty would be 100 percent Federally
financed.

Coverage for pregnant women in 1115 waiver states who are
currently covered at various levels of income would be 100 percent
Federally financed up to 185 percent of poverty. Individuals
covered through the 1115 waiver above the 185 percent threshold
would no longer be ellgtble for Federal financing; i.e., all Statewide
waivers would be termmated

Pregnant women -in states that use more liberal eligibility rules
under 1902(r)(2) in families with incomes up to 185 percent of
poverty would be covered at the levels indicated above.
Individuals covered with family income above the 185 percent
threshold would no longer be covered; i.e., all 1902(r) changes
would be terminated. :

!

1997 And Subsequent Years

1. Eligibility:

In general, pregnant women who have not been covered by health

insurance for at least six months (or longer if dropping employer coverage is an
issue) and who are in families with incomes up to 240 percent of poverty would
be eligible for a voucher toward insurance coverage.

a.

Pregnant women would not be eligible for this subsidy if they have
available an employer's plan where the employer offers to contribute at
least 80 percent (could make it a lower level if there would be an

i



assumption that employers would reduce coverage for dependents; note
nondiscrimination rule!) toward the cost of a policy covering the women.

b. Pregnant women who are 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 criteria.

C. Eligibility would continue for three months after delivery.
d. Pregnancy would not be treated as a pre-existing condition.
e. As under current Medicaid law, bregnant women who would otherwise

lose Medicaid eligibility due to a change in income remain Medicaid-
eligible throughout their pregnancy and three-month post-partum period.

Medicaid will pay for the full premium and the full cost sharing amounts, but only
for services currently covered by Medicaid in that state.

Current Medicaid rules governing covered services and recipient eligibility would
be retained to cover services not otherwise provided under private health plans
(wrap-around services) for those who are in the states' Medicaid eligible groups
prior to the 1996 expansion.

Amount of Subsidy:

a. Eligible women in families with income up to 185 percent of povérty would
receive a voucher for the full premium for a single policy (limited to the
lower of the weighted average community-rated premium or the reference
premium in the HCCA.)

b. Eligible women in families with incomes between 185 percent and 240
' percent of poverty would receive a voucher for a portion of the premium
(calculated on a sliding scale, phasing out at 240 percent of poverty) for
the single policy (limited as in a. above).

Use of Subsidies: Community-rated health plans would accept vouchers
toward payment for coverage. A pregnant woman could use the voucher toward
the purchase of a single policy or toward the purchase of a couple, single-parent
or two-parent policy, as appropnate

Dual Ehglblhty For families that are eligible for a subsndy under the pregnant
women program and under the low-income voucher or unemployed program:



The family would receive the sum of: the voucher amount for the pregnant
woman and the applicable low income (or unemployed) voucher for the
farnily. :

The voucher for the low-income program would be calculated using the
poverty level based on the entire family, but the premium would be the
applicable premium for the entire family minus the premium apphcable 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 values toward one
policy.

A family eligible for the low income (or unemployed), pregnant woman,
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) voucher 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.
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D. SUBSIDIES F,OR’PEOP‘LE LEAVING WELFARE FOR WORK

Policy: To provide subsidies for people leaving welfare for work, the existing
Medicaid transition benefit would be extended to cover eligible individuals for 24
months.

Duration of Coverage: Current law allows for a simple 6-month extension, and
then a more complex second 6-month extension. We recommend eliminating
the second extension and lengthening the first by 18 months to create a single

| 24-month transition benefit.

Eligibility: Currently, the two-phased extension terminates if the family no
longer has a dependent child. In the health reform context, family policies are
provided to various family configurations, not just to couples with dependent
children. For this reason, as well as to provide additional work incentives, we
recommiend striking the "termination for no dependent child" provision.

In addition to those who have been off of welfare for work for one year, those
who are in their second year off of welfare for work and who are currently
uninsured would be eligible for this program.

Coverage through Private Plans: Similar to the OBRA 1990 provision, states
are required to purchase group health insurance coverage for Medicaid
beneficiaries where cost effectfve as defined by the Secretary In addition, state’
options include:

a. Family option of employer plan: A state may elect to enroll a caretaker
relative and dependent children in a family option within the option of the
group health plans offered to the caretaker relative.

b. Family option of state employee plan: a state may elect to enroll the
caretaker relative and dependent children in a family option within the
options of the group hea!th plan or plans offered by the state to state
employees. :

C. Health Maintenance Organizations: a state may elect to enroll the
caretaker relative and dependent children in a health maintenance
organization in which fewer than half of the membership are eligible to
receive medical assnstance benefits. This enroliment option is in addition
to any enrollment option that a state might offer with respect to receiving
services through a health maintenance organization.




d. A state may elect to enroll the caretaker relative and dependent children
in a basic state health plan offered by the state to individuals in the state
otherwise unable to obtain health insurance coverage.

Medicaid will pay for the full premium and the full cost sharing amounts, but only
for services currently covered by Medicaid.

Current Medicaid rules governing covered services and recipient eligibility would
be retained to cover services not otherwise provided under private health plans:
(wrap-around services).

Financing: The Federal government would cover 100 percent of the expense
related to this expansion.

1997 And Subsequent Years

1.

Eligibility: Welfare recipients who return to work would receive subsidized
coverage for 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
percent of the poverty level).

Wrap-around Benefits: Current Medicaid rules governing covered services
and recipient eligibility would be retained to cover services not otherwise
provided under private health plans.




Revenue Estimate of High Cost Plan Assessment
Assumes Mandate in 2000 (No Pramium ¢aps) :

(Fiscal Yeéfs; 3 Biliions)‘

1985 1996 1997 1998 | 1999 2000 2001 2002 2003 2004 © 1995~ 1985

19399 2004
.35 Percem High Cost Plan Assessment 0 0. 0.6 1.2 241 7.5 12.2 16.1 21.9 . 28.7 39 90.3
25 Percent High_CosiPlanAssessmem 0 0 04 0.8 ‘1.4 51 82 10.8 14.7 19.2 26 60.6

July 23, 1994

Department of the Treasury
~ Office of Tax Analysis "~ -

' NOTE: Based on initial speéthcatmns which assumed that any plan would be subject to the assessnient if the premium exceeded target. Does not take i
contained in July 21 specification, in which a plan would only be subject to the assessment if, in addition, the weighted average premium for plar

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

~ Assessmenis as Percent of Cost of Average Plan

2004

2000 |
Community “Experienced Community Expetienced
Rated o Rated Rated Rated
Plans ' Plans Plans Plans
Mandate in 2000
" Academic Health Centers - O 175% | 1.75% 1.75% 1.75%
Risk Assessment 1/ ' ' 1.5% 1.5%
- 25% High Cost Plan Assessment 2/ 1.4% - 2.0% 3.2% 5%
o Tetal o ao%  5.2% 4.9% 7%
% of Plans Subject to High Cast Assessment 99% % 100% 100%

‘ 1/ Com’munity—raied, plans would receixfe an oﬂsetﬁhg paymem equal in the aggregaie to the revenues co!kectéd by therisk assessment,

2/ Based on Initial specifications which assumed that any plan would be subject to the assessment if premium exceeded target
- Does not take Into account modificafion contained In July 21 specification, in which 2 plan would only be subject to lhe assessment ti
in addition, the weighted average premium for plans in a region exceed the reference premium for the area,

‘Ratio is the gross revenue as percent of premiums for taxed plans.
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- Revenue Estimate of High Cos1Plan ASses;smeht
Assumes Mandate in 2000 (No Premium Caps) .

(Fiscal Years; $ Biflions)

1995. 1996 1997 1998 1999 2000 2001 2002 2003 2004 1995- 1995-—

1999 2004
35 Percent High Cost Plan Assessmenl 0 0 08§ 1.2 2.1 7.5 122 169 219 287 3.9 90.3
25 Percent High Cost Plan Assessmem 0 0 04 0.8 1.4 54 82 108 14.7 19.2 26 60.6
Department of the Treasury July 23, 1994

Otfice of Tax Analysis

NOTE: Based on initial épeé Ifications which assumed that any plan would be subject to the assessment If the premium exceeded target. Does nottakei-
contalned in July 21 specification, in which a plan wourd only be sub;ect to the asseﬁsment if, in addition, the welghted average premium for plar”

exceeded the reference premium for the area.
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!nsurance Assessments in July 22 Optton

- ’Assessmems as Percent of Cost of Average Plan

2004

2000 ‘ : o
Community "Experienced Community Experienced
Rated Rated Rated Rated
v Plans Plans Plans Plans
Mandate in 2000
‘Academic Health Centers - S 175% 1.75% 1.75% 1.75%
Risk Assessment 1/ 1.5% - 1.5%
.25% High Cost Plan Assessment 2/ N 1.4% . 2.0% 3.2% 3.5%
) '7Totai [ X 5.2% 4.9%
% of Plans Subject to High Cast Assesément . 99% 71% | 100% 100%

6. 796"' ‘

LLlT229 2028

1/ Commurmy rated pians wouid recewe an oﬂsemng paymem equal in the aggregale to the revenues collected by the risk assessment, a

2/ Based on initial specmcatuons which assumed that any plan would be sub;ect to the assessment if premium exceaded target.
Does not take Into account modification contained in July 21 specification, in which a plan would only be subject to the assessment :f
in addition, the welghted average premium for plans in a region exceed the reference premlum for the area.
Ratlo is the gross revenue as percent of premiums for taxed plans.
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- ' MEDICARE OPTION - SAVINGS AND COSTS CLINTON LIBRARY

7/22194 21:26

OPTION C - HCFA Revised Estimated CBO scoring PHOTOGCOPY
: All estimates are preliminary and unofficial
{($ millions, by FY)
: T 6-yr Total  10-yr Total
PROVISION ’ : 1995 1996 1997 1998 1999 2000 2001 2002 2003 1995-2000 1995-2004
PART A - Savings/Receipts
Hospital Update at MB-0.5 (1997-2000) 0 0 o 587 -1,050 -1,600 -1,776 -2,035 2,228 -3,237 -11,716
Reduce Indirect Med. Ed. Payments (5.2%) 0 . 964 1,319 7 1,535 -1,741 -1,964 -2,210 -2,480 2,778 7,523 -18,095
Reduce Payments for Hospital Capital - 0 " 808 977 1,216 -1,598 -2,097 -2,163 2,449 2,651 -6,696 -16,831
Phase Down DSH (20% reduction) 0 <112 370 -1,006 -1,097 -1,196 -1,304 -1,422 -1,551 -3,781 -9,750
~ Cash Lag During GME Funds Transfer 0 61 -92 191 -264 -336 -414 -499 -591 -944 -3,139
Extend OBRA93 SNF Update Freeze 0 -63 -150 -188 -204 -218 -233 -249 266 -823 -1,855
Prohibit PPS Exemptions for New LTC Hosp -20 40 -70- -100 -130 -170 -220 =270 -320 -530 -1,710
Part A Interactions 0 0 26 109 203 311 358 399 445 647 - 2,349
Extend HI Tax to All State/Local Employees 0 -1,595 -1,590 -1,485 -1470 -1,360 . 1,340 -1,205 -1,055 7,500 -12,000
PART A - Costs T
Medicare Dependent Hospitals (ends FY99) 40 50 50 .50 10 0 0 0 0 200 200
Rural Transition Grants (authorization; non-add) 30 30 30 30 30 0 0 0 4] 150 . 150
Part A Sub-total 20 -3,593 4,492 6,149 -7,341 -8,630 5302 -10210  -10,995 -30,187 -72,547
PART B - Savings/Receipts =~ . :
Use Real GDP in MVPS for Physician Services 0 0 -258 -803 -1,606 -2,477 -3,305 -4,206 -5,301 -5,144 24,545
Eliminate Formula Driven Overpayment -765 -1,012 -1,333 -1,760 -2,346 -3,181 4,224 -5,480 -7,057 - -10,397 -36,244
Competitive Bidding for Lab Services 47 236 -266 -298 -333 -373 -419 -471 -631 -1,553 -3,573
Competitive Bidding for Oxygen/MRI/CT -3 -155 -172 -189 -206 -224 -244 -267 292 -977 2,099
Extend Part B Premium at 25% of Costs (net) 0 542 1,432 2,116 1,504 154 -1,368 -3,267 -5,589 5,748 -11,706
Income-Related Part B Premium 0 -10 -1,730 . -1,230 -1,660 2,010 2,470 -3,030 -3,700 -6,640 -20,360
PART B - Costs .
Iihcentives for Physicians for Primary Care 0 0 0 0 0 0 0 0. 0 0 0
Prohibition on Balance Billing 0 118 % 213 230 248 268 289 312 1,004 2,210
Payments to Eye/Ear Specialty Hospitals 2 3 3 -0 0 0 0 0 0 8 8-
__Payments for MD Assistants/Nurse Practitioners L0 0 100 170 210 250 -~ 310-- . 380 - 470 730 0 2470
Part B Sub-total -841 750 2,029 -1,781 -4,207 7613 -11,452  -16,052  -21,688 17,221 93,839
PARTS A and B - Savings Y .
- 20% Copayment for Home Health Services -201 -2,237 -2,661 —B,QOQ -3,240 -3,513 -3,820 4,144 -4,495 -14,852 -32,186
" Extend OBRA93 Medicare Secondary Payer . 0 0 0 -0 -1,219 -1,788° -1,906 -2,131 -2,163 -3,007 -11,510
HMO Payment Improvements -30 -90 -165 -250 -350 -400 -440 -490 -540 - 1,285 3,350
Reduce Routine Cost Limits for HHAs 0 0 -292 -55T -66% 732 -800 -876 956 2,244 5,925
Expand Centers of Excellence 0 -100 -110 90 -80 -60 -30 -10 0 -440 -480
PARTS A and B - Costs 5 '
Repeal Medicare /Medicaid Data Bank ) 57 154 347 388 — - o — — 946 946
Parts A and B Sub-total -174 2,273 2,881 -3,503 -5,558 -6493 6,996 7,651 -8,154 20,882 -52,505
HCFA Proposed Additions (7/21/94); o
Lower MSP Threshold from 100 to 20 employees 0 0 0 '1\76, -236 -303 -342 -266 -392 <715 -2,135
Extend ESRD Secondary Payer to 24 months 0 -84 -119 -127, -140 -154 -169 -186 -205 -624 -1,409
Reduce 1995 Phys Fee Update (-3%; exempt PC) -252 -416 -458 ~4;99_. 540 ' -583 . -629 -680 735 2,748 -5,586
Correct MVPS Upward Bias (eff. FY95 MVPS) 0 ] -20 -210 -910 -1,880 2,770 -3,600 -4,490 -3,020 -19,360
MEDICARE TOTAL, including HCFA Additions 1,247 7116 9999 12445  -18932 25,656  -31660 38,645  -46,659 75,397 -247,381]
Possible Addijtion to Reach Savings Targets :
Reduce Payments to High-Cost Medical Staffs a 0 0 -524 -804 763 -820 -937 971 -2,091 -5,771
MEDICARE TOTAL, including all Additions -1,247 - 7,116 ~9,999 ~12,969 ~19,736 -26,419 ~32,480 ° -39,582 -47,630 -77,488 -253,152{
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OPTION C - HCFA Revised MEDICARE QFHIOM - SAVIIGS AND COSTS o2ms 2126
All estimates are preliminary and unofficial
{$ millions, by FY)
6-yr Total  10-yr Total

PROVISION 1995 | 1996 1997 1998 1999 2000 2001 2002 2003 2004 1995-2000 1995-2004

HCFA Proposed $25 billion Add'l Package

Hospital Update at MB-2Z (FY2001-2004) 0 0 0 0 0 0 -1,896 -4,340 7,128 -10,408 Q -23,772
Reduce DSH Additional 5% (total = 25%) 0 28 -93 -252 -274 <299 -326 -356 -388 -423 -946 -2,439
Part A Interactions 0 Y 0 ¢ 0 0 200 200 200 200 0 800

Additional Package Sub-total 0 28 -93 -252 274 -299 2,022 -4,496 7,316 -10,631 -946 -25411

TOTAL, with HCFA $25 billion additions -1,247 -7,144 ~10,092 -13,221 -20,010 -26,718 -34,502 -44,078 ~54,946 -66,605 78,434 -278,563




