:}To' Leglslatlve Llalson Offlcer -l;f:ﬂ

f "‘:!AFROM: ' ' JANET R. ‘FORSGREN (for)

;,*nmx.mx. Wp—.u. July zs, 19947

' V%.ff; BxBCUTva OPPICE or THE PRBBIDENT - '
;};;. OPPICE OF HANAGEHENT AHD BUDGET
"ﬂ'f‘. Wthington, D c. 20503 ‘; <;Qs>
‘ IS July 26, 1994 - 4/}
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A551stant Dlrector for eg slatlve Reference

et ' - .o

. 'OMB comacm'. Robert PELLICCI (395-4871)

.secretary s 1ine Afoxr simple fesponeee)'h395-?362

‘_.'-*SUBJEC'I:: " HHS Drafting Service RE' s 1?5? Health -

v Securlty Act

-

connENTB' nns (Peter Hickman) prepared paper that describee‘
the paynent methodology for the PBMs to be included in 8en.
umtchell’s proposal. , ,

,OMB requests the views of your agency on the above subject before
~advising on its relationship to the. program of the Pre51dent,

accordance w1th OMB Clrcular A-19.

‘Please advise us if this item will affect direct spendxng or
.~ . receipts for purposes of the the "Pay-As-You-Go" provisions of
“~.Title XIII of the Omnibus Budget Reconciliation Act of 1990.‘#

CC:

jLNancy-Ahn Min ,."
A {Ira—uaga21ner

chrls Jennlng

“Jack Lew o
. Lynn Margherio

Greg Lawler -

. .. Len Nichols -
- Mike Dost  ° ,
-Janet, Forsgren .
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r”'REBPONBE TO LEGIBLATIVE REFERRAL HBHORANDUM

_'.If your response to th1s request for views 'is simple (e g.,',
: -pconcur/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
o Q_ganalyst’s llne) to leave a message w1th a secretary :

- You may elso respond by (1) calllng the analyst/attorney s d1rect
. "line (you'will be connected to voice mail if the analyst does not
. answer); (2) sendlng 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.
mthe subject shown below. , : :
T0: SRR Robert PELLICCI B '
= - . Office of Management and Budget
. . Fax Number: (202) 395-6148 _ S
.f:Analyst/Attorney s Direct Number.n ‘ (202) 395-4871 .
Branch-Wide L1ne (to reach secretary) (202) 395-7362 .

"FROM: v . - _y “ "' . - ot . ’ o - ) - .. (Date) .

(Name)

(Agency)

(Telephone)-
SUBJECT: HHS Draftlng Serv1ce RE: S 1757 Health
e Securlty Act . . _

The followlng is the response of our agency to your reguest for
views on the above- captloned subject .

Concur . . ... . 7.
*.No objection
;No'comment‘

dSee proposed edlts on pages

,10ther°”'"

'3FAX RETURNCof o pages, attached,to this.
s response sheet e Lo ' '
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I ave attached & papaer which describes the payment nethoadology for
he PNz and the msasures ve suggest be included in the Ritchall
zonl vhieh would reduce thae possibility of skimming by the

» - On a geparate track, we are working with Kathy Xing on
sedifications to the Duranberger proposal for paying risk HNOS
wing a bidding process. The payment to the PBMs would parallel

I @poke with Tnerssa and confirmed with her that the Mitchell
1 includes the additional (CPI) rebate on single source
m-m ag in HSA). I convayed this to Scott at ¢BO. :

5% e n@ilﬁ:}mm
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Faynant Methodelagy for PBiMs

Mynent to PiMs would be parallel to the bldding process
enwisionad under the Mitchsll bill for risk BMOs, Plans woula
submit bBidm hoth for the Medlcare benefit and for the standard
nandatiYy” "Medigap” benefit which would f£ill in the deductible
and coingurance. 7The bid for the "medigap® banefit could not
exoeed 95% of the actuarial value of the deductible and -
apinsuranca under the feas-for-agrvise benefit.

Messures Ge Reduos Poysidility of gkimming By FANs

Barellment only through Secretary - Beneficiarice wishing to

snrell in a plen could do so QUIY through a third party

designated by the Secretary. Enrellmant in the plan would he
' fer one year, or until the next cpen enrollment periocd.

Mtionale - Prohibiting enrollment through the plan, as is
sllevwed in the current risX program, would eliminate
spportunities for plans to selectively enroll healthy

. individunle. ‘

Marketing Restrictions - Direct markeving (e.g. deor to doox,
salexaxkating) to benaficiarias would be prohibited. A= with
the risk program, all marketing materials would have to be

- wpproved in advance by tha Secrstary.

Metionale - Similar to enyollment iseus.

Bisanrellzent Surveys = Plans would be required to pay for
suzveys of individuals whe disenroll from the plan during the
epen .unrallpent period. BSuch surveys would attampt to
doternine whether individuals with medical cenditlens tha
reguirae extensive use of grascription drugs are over-
ented among disenrslless and what practices of the plan
led to the degision of theee individuals to disenreil. Plans
would face a termination of their contract and/or civil noney
pomalties and intsrmediate sanctions if they were found to
mgg inlprao'eicu that encouraged the disenrecllment of such
viduale.

Mmtionale - Would discourage plang from engaging in practiceas
hat would lead to the disenrollment of individuals with
"msdical cenditicons th;t require extansive uee of preacription

dgugs.

Mwiew of Coest-sharing structure -~ Both RMOs and pharmacy
bamerit plane would be prohibited fran having differaential
seet-sharing besed on the tharapeutic claes of drug prescribed
ay other coat-ahariﬂi structureg that the Seoretary believes
worild be likely to discourage enxollzent by individuals with
_wedioal oonditions that require extensive use of pregcriptien

vt Bud o

e
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drugn.

Mstionale ~ Prevants cost-sharing structurs from being used to
discourage enrollment of individuals with high drug needs.

Beate-wide Service Areas - Contracts would require state-wide
sexvice areas. Pharmacy benefit plans would be rasguired te
: mww“m access to a pharmacy in every cempunity throughout the

Mgtionals -~ Plans gould not "red-lina" lew-inceme areas or
okher areas determined to be less deslirablae.

Review of Prior Authorisation Prograns -~ The Secretary would
Bave to apg:w. prior authoriszation programs te¢ ensurae both
fair procadures and that sucll programs are not guiee Lor
ing anrollment of individuals with medical conditions
that regquire extsnsive use of presoription drugs. .

Mticnale =~ Prevants prior authorization pregrams from being
used to discourage enrcllment of individuals with high drug
neads . .

Benaticiary Compliance Program - Pharmacy benefit plans would
be required to hava prograns to work with onrolleses to improvs
sempliance with prescribed drug reglmens. '

Magionale = Such a program would ensurs that benefioiariss
with significant drug needs are monitered.

' Bamaficiary Cogt-Sharing - Baneficlaries would be guarantesd
1] s:sirinqa on average o0st sharing relative to fes-for-serviee
. m t‘ .

BMationale - This gusrantge would attract individuals with high
&ruy coats to the PRMs, ' , ' ‘ :

i Gul o
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DEPARTMENT OF HEALTH AND HUMAN SERVICES
- ASSISTANT SECRETARY FOR PLANNING AND EVALUATION
OFFICE OF HEALTH POLICY
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PHONE: (202) 690-6870 FAX: (202) 401-7321
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From: {J ’ A . A To:
Phone: (202) 690- Phsne:
(202) 690-6870
Fax:

. FAX:  (202) 401-7321
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) Ve ta's 9




' 06/16/84 15:29 T202 401 7321 HHS ASPE/HP [@oo2/010
JUM-87-19S54 16:38 ' ‘ P.g2

SENT BY:Xerox Telecopier 7021 i - 3-94 i12:72PM ¢ ~ 9456743145 3

June 3, 1654

NOTE TOU: Gary Claxton/Larzry levit
FROM: Bridgett Taylor 6\)

Sanate Finance would like te know what the canmunity rate would
be if you created 2 separate purchaeing pool for the individual
market (unemployed/sslf erployed) A¥d compared that rate te the
ratae for each of the following groups:

1) 2 to 100 . .
2) 2 te 500 ;

3) 2 to 1000 . , (\\ |
.’L‘he:f: wenld 1ike to noe this in beth a mandatory and a valnntlry e Mwy
zar ot

.»t‘

s &
Thszr doadline, i possible, is Monday, June 6 COB.

Thanks,
BT

nil gt .
cc: Jerry xl:mer A0
Karen Pollits ‘ " ‘
Cirie Jennings .
_ Judy Whang

""."_

- ™
H

D

TOTAL P.B2
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To: Ken Thorpe

From: Jim Mays, Jeanne Lambrew

Re: Size Effects in a Two Pool System
Mandatory System

The following table shows the ratios and single person CBO 1994 premiums for two pools
assuming a mandatory: non-workers and individuals in HSA-like premium pools (assumes all
workers below the firm size cut-off). For example, the 146% value for size 1,000 means that the
average premium in the pool for non-workers would be 46% more expensive than the premiums
in the pool composed of all employees in firms less than 1,000 employees in a premium pool. The
ratio and workers' pool premiums vary since the size of the pool changes. The premiums are
more expensive in the smaller pool since there is a different demographic composition that has on
average a higher risk. The HSA single premium is higher than that of the other worker pools
since it includes both workers and non-workers.

Maximum Employer Size for Single Premiun: Single Premium: Ratio of Non-Workers P_ogl
Workers Pool Non-Worker Pool Worker Pool Premium to Workers Poo! Premium
(1994 ) (1994 )
1,000 $2,993 $2,049 1.46
500 $2,993 $2,065 1.45
100 32,993 32,128 1.41
HSA: 5,000% %2100 L . ]
* Health Security Act includes non-workers and workers in regional alliances.

Voluntary System

The question of how these ratios would change in a voluntary system is more complicated,
Biased selection would make them higher since the large number of lower cost uninsured would
be much less likely to buy in if there is no mandate. How big an effect this would be would
depend on the parameters of the voluntary system, especially any subsidies and insurance market

tegulations.

NOTE: Although the request asks for a pool with non-workers and the self-employed, we do not
have information available at this time to include the self-employed with the non-workers.
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Response to Senate Finance Democratic LA's FMAP Request

Attached are four tables showing the effects of alternate FMAPs on 1992 expenditures; the
specifications are those on the attached memo.

For each table:

The first column of the table shows the 1992 FMAP, using the legislated formula. - ;
The second column displays the new FMAP that was calculated according 1o the specifications.
The total taxable resources used in Alternative I 1s a 3-year average for 1990-1992 from Treasury.
The poverty and income data come from the March 1993 CPS. The states' share of individuals at
less than 100% of poverty is a 3-year average for 1990-1992, The states’ share of individuals at
less than 150% of poverty and the states' share of total income are only for 1992 (due to time
constraints, the 3-year averages were not used; this may cause some instability in the results). A
multiplier was calculated for each of the FMAP alternatives so that there 1s budget neutrality and
a 50% minimum.

The third column shows the FY 1992 federal Medicaid payments to states. These expenditures
were calculated by applying the FMAP to the total FY 1992 expenditures as reported in Medicaid
Statistics FY 1992. Note that this may not exactly match with other reported expenditures since
the total includes services like family planning that are not matched at FMAP. The HCFA
Medicaid actuaries think that this is a good approximation, however, of medical assistance
payments. V

The fourth column shows what the state would have received in 1992 if the new FMAP were in
place. It was calculated by multiplying the total (federal and state share) expenditures by the new
FMAP.

The fifth column shows the percent change in expenditures from baseline that results from the use
of the new FMAP.

The sixth column displays the federal cost of holding states harmless. It was assumed that the
states could choose which FMAP they would like to apply, and thar states would choose the
higher of the two rates. The column shows the federal costs that result when states choose the
new FMAP when it is higher than the old FMAP.
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[EDICAID FO
.&ustmg formula
] deral Medical Asszstance Percentage (FMAP)

@. <1502 ~ CJ

5\.;“

FMAP = 1.00 - 0.45 (State PCI/ U.S. PCI)2

ternative I. (GAO alternative 2)

In alternative I state per capita income is repldced with total taxable funding
(TTR). This will better reflect a states ability to generate revenue. The U.S.
PCI is replaced by the states share of people in poverty. This is based on the
number of people with incomes below 150 percent poverty (and 100 percent of
poverty). This will better reflect the number of people in need. :

FMAP = 1.00 - .4310 (State Share of TTR / State Share of Poverty) _
GAO uses the multiplier of .4078 so that the formula would be budget :
neutral.

This formula maintains a 50 percent minimum matching rate minimum.

Further, all states who would have a8 lower matchmg rate under this new
formuila will be held harmless

Information from this model should include aggregate national costs. and

state by state analysis. We would like separate runs using income below
100% and 150% of poverty. . )

(LS80 PIe = Lhe L) COOSFLS IR =
7Y 94 XY Lorxar sl =

(oUirikstx =~ ‘ | L 443 Suxp- Ay =112 FS
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Altgerpative I1.

In alternative II personal income data is used (like the current formuls). This
is compared to the states share of poverty. Like model one this adds into the

formula a mesasure of the number of people in poverty, but does not reflect a

states fiscal resources as well as model .

FMAP = 1.00 - 4327 (State Share of Income / State Share of Poverty)

GAo uses the multiplier of .4327 so that the formula would be budget neutral
This formula maintains a 50 percent minimum matching rate minimum.

Further, all states who would have a lower matching rate under this new
formula will be held hamﬂme

Informution from tlns ﬁmdal should include aggregate national éosta ‘and
state by state analysis.. We would likke separate Tuns using income below -
100% and 150% of povarty

o

-~ y
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Altemative I-a: 1992 FMAP: TTR and <100% Poyerty-Based FMAP; 50% minimum; Budget Neutral

Current FMAP | Alternative FMAP (1) |Federal Grant 1992 (2) % Change Cost of
1882 Constrained Currani FMAP Alternative FMAP State's Cholce
L To $0% Minimum of Match (3)
{United States 66,363,914,755 | 66,360,31¢,589 -0.0% 2,088,670,962
Alabama 0.7293 0.7410 1,086,342,784 1,113,819,470 1.6% 17,576,686
Alaska 0.5000 0.5000 89,050,271 98,050,271 0.0% o]
Arizona 0.6251 0.6361 722,448,045 735,124,244 1.8% 12,676,189
Arkansas 0.7566 0.7548 699,374,146 687,538,620 -0.3% 4]
Caﬁfomia 0.5000 0.5628 5,825,883,562 6,557,079,377 12.6% 731,185,815
olarado 0.5478 0.5000 541,371,830 494,042,553 -8.7% 0
Connecticut 0.5000 0.5000 1,119,631,094 1,118,631,094 0.0% o
Delawsre 0.5000 0.5000 109,699,852 109,699,852 0.0% 0
Dis. of Col 0.5012 0.5000 293,329,473 292,627,168 -0.2% o
Florida 0.5469 0.6382 2,226,855 011 | 2,598,695270 16.7% 371,740,259
eorgia 0.6178 0.6547 1,507,712,772 1,587,865,881 6.0% 90,153,109
Hawail 0.5257 0.5000 179,782,187 170,893,111 -4 8% 0
Idaho 0.7324 0.6675 184,427,112 177,191,358 -8.8% 0
llinois 0.5000 0.5513 2.106,107 962 2,322,0085,295 10.3% 215,887 333
ndiana 0.6385 0.5884 1,414,964 672 1,303,908,717 -7.8% Q
awa 0.8504 0.5000 573,800,730 441,113,723 | -231% 0
Kansas 0.6504 0.5000 594 615,275 457,115,063 | -23.1% 0
Kentucky 0.7282 0.7269 1,320,081,567 | 1,317,715,262 -0.2% 0
|_ouisiana 0.7544 0.7558 2.511,033,164 | 2,516,011,877 0.2% 4,978,814
Maine 0.6240 0.6088 453,584,939 442,360,383 -2.5% 0
Maryland 0.5000 0.5000 973,867,809 973,867,909 0.0% 0
Massachusett 0.5000 0.5000 2,067,091,525 1 2,067,091,825 0.0% 4]
Michigan 0.5541 0.58%54 2115165874 | 2234,608,821 56% 119,442 847
Minnesota 0.5443 0.5021 1,043,770,741 962,828,137 -7.8% 0
Mississippi 0.7999 0.8351 856,258,974 893,894,473 4.4% 37,635,499
Missouri 0.6084 06115 1,405,578,418 1,412,705,056 0.5% 7,126,638
Maontana 0.7170 0.6948 190,543,290 184,643,250 -31% 1]
Nebraska 0.6450 0.5000 303,686,321 235,415,753 | -22.5% 0
Nevada 0.5000 0.5000 181,573,254 181,573,254 0.0% 0
New Hampshi 0.5000 0.5000 552,111,188 552,111,188 0.0% 0
New Jersey 0.5000 0.5000 2274492045 | 2.274,492,045 0.0% o]
New Mexico 0.7433 0.7808 386,432,414 405,838,040 50% 19,405,627
New York 0.5000 0.5178 ©.432,934,778 | 9,768,737,885 3.6% 335,803,217
North Carolina 0.6632 0.6044 1,618,822 468 1.470,781,858 -9.1% 0
North Dakota 0,7275 08118 181,341,634 | . 152,450,046 | -15.9% 0
Ohio 0.6063 0.5533 2.885801,714 2,633,638,190 -8.7% 0
Oklahoma 0.7074 0.7127 730,581,464 736,071,340 0.8% 5,488,876
Oregen 0.6355 0.5331 509,167,818 427,148,946 | -16.1% 0
Pennsylvania 0.5684 0.5000 3,506,313,559 | 3.084371533 | -12.0% 0
Rhaode Island 0.5329 0.5000 413,905,034 388,351,505 -8.2% 0
Sauth Carolin 0.7266 0.7123 1,088,849,782 | 1.068,433,068 -2.0% 0
South Dakota 0.7259 0.6338 172,050,383 150,219,349 | -127% o
Tennessee 0.6841 0.6780 1,807,153,569 | 1,592,926,205 -0.8% 0
Texas 0.6418| 0.6614 3,907,220,071 | 4,026769,114 31% 119,549,043
Utzh 0.7511 0,5266 312,908,374 218,382,340 | -29.9% 0
Vermont 0.6137 0.5216 153,722,758 130,653,320 | -15.0% 0
Virginia 0.5000 0,5000 789,960,287 788,860,287 0.0% 0
Washington 0,5488 0.5000 1,103,976,170 | 1,003,979.784 -9.1% 0
West Virginia 0,7768 07722 723,053,301 718,767,480 -0.6% 0
Wisconsin 0.6038 0.5000 1,202,202,229 995,530,167 | -17.2% 0
ﬂWyoming 0.6910 0.5000 82,080,879 59,392,821 | -27.6% 0
NOTES

@o07/010

(1) Based on the ratic of the siate share of (otat taxable resources (3-year average for 1980-1992) from Treasuty and state share of porsons below 100% of
poverty (3-year averaga for 1880-1592) from 1he Cument Population Survey. The mulfiplier is .4288.

) Data from the Medicald Statistics FY 1892; Table VA-1. NOTE: included in these datd sre expenditures at different maich rales and disaliowances.

As a consequence, the reported state and Federa! shares are nof consistont with the FMAP. The HCFA baseline used in the Fedecal budget analysia is
most consistent with the 1o1al expenditures (statc plus Federal shares). Thus, for the purposes of this analysis. the combined slate and Federa| shares

wera multiplied by the current FMAP to get 1952 Federl grants.
(3) The coat of allowing state that would have a lower mateh under the alternative FMAP fo retain their currcnt FMAP.

This analysis does not include the teritories.
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Alternative i-b; 1992 FMAP: TTR and <150% Poverty-Based FMAP; 50% minimum; Budget Neutral

Current FMAP | Alternative FMAP (1) |Federal Grant 1392 (2) % Change Coxt of
1992 Constrained Current FMAP Alternative FMAP State’'s Choice
' To 50% Minimum : of Match (3)

United States 66,363,914,755 | 66,366,906,050 0.0% 1,831,466,174
Alabama 0.7283 07140 - 1,086,342,784 | 1,073.337,873 -2.1% 0
Alaska 0.5000 0.5000 98,050,271 - 88,050,271 0.0% o]
Arizona 0.6251 0.6241 722,448 045 721,278,887 -0.2% 6]
lArkansas 0.7566 0.7650 698,374,146 707,145,261 1.1% 7,771,115
California 0.5000 0,5751 5,825,883,562 | 6,700,518,912 15.0% 874,636,350
Colorado 0.5479 0.5000 . 541,371,830 484,042,553 -8.7% 0
Connecticut 0.5000 0.5000 1.119,631,094 | 1,119,631,094 0.0% 0
Delaware 0.5000 0.5000 108,698,852 108,698,852 0.0% 0
Dis. of Col. 0.5012 0.5000 293,328,473 282,627 168 0.2% 0
Florida 0.5468 0.6585 22269855011 | 2,681214614 | 20.4% 454 259,603
Georgia 0.6178 0.6527 1507712772 | 1,592,872.165 5.6% 85,158,363
Hawaii 0,5257 0.5000 179,782,157 170,883,111 -4.8% 0
ldaho 0.7324 0.6911 184,427 112 183,460,884 -56% 0
Hinois 0.5000 0.5441 2,106,107.862 | 2,291,794 361 8.8% 185,686,389
[ndiana 0.6385 0.58%0 1414,084672 | 1,305,331,821 -1.7% 0
lowa 0.6504 0.5844 573,800,730 515,533811 | -10.2% 0
Kansas 0.6504 0.5000 584,615,275 457,115,063 | -23.1% 0
Kentucky 0.7282 0.7223 1,320,081,567 | 1.308,448,712 -0.8% 0
Louisiana 0.7544 0.7330 2514,033,164 | 2,439,832,353 -2.8% 0
Maine 0.6240 06217 453,584,938 451,946,330 -0.4% 0
Maryland 0.5000 0.5000 973,867 808 873,867,808 0.0% 0
Massachusett 0.5000 0.5000 2,087,091,525 | 2,087.091,525 0.0% o
Michigan 0.5541 0.5423 2.115,165,974 | 2,070,084,408 2.1% 0
Minnesota 0.5443 0.5335 1,043,770,741 | 1,023,018,848 -2.0% 0
Mississippi 0.7999 0.8181 B56,258,974 876,823,232 2.4% 20,564,258
Missouri 0.6084 0.6376 1,405,578,418 | 1,472,948589 4.8% 67,368,171
Montana 0.7170 0.7023 180,543,290 186,644,584 -2.0% 0
Nebraska 0.6450 0.5142 303,686,321 242116886 | -20.3% 0
Nevada {1.5000 0.5351 181,573,254 184,309,600 7.0% 12,736,346
New Hampshi 0.5000 0.5000 552,111,188 552,111,188 0.0% 0
New Jersey 0.5000 0.5000 2274482045 | 2274,482045 0.0% 0
New Mexico 0.7433 0.7499 386,432,414 389,865,051 0.8% 3,432,638
New York 0.5000 0.5000 6432934779 | 8,43283477¢ 0.0% 0
North Carolin 0.6652 . 0.6229 1,618,822,468 | 1,515,7658,405 6.4% 0
North Dakota 0.7275 0.5661 181,341,634 141,104,049 | -22.2% 0
Ohio 0.6063 0.55989 2.885,801,714 | 2,665,044 863 -7.6% 0
Oklahoma 0.7074 0.7154 730,581.464 742,952 578 1.7% 12,371,114
Oregon 0.6355 0.5802 509,167,819 464,821,816 -B.7% 0
Pennsylvania 0.5684 0.5088 3,508,313,559 | -3,139,287,752 | -10.5% 0
Rhode Island 0.532% 0.5000 413,805,034 388,351,505 8.2% 0
South Carolin 0.72668 0.7300 1,089,848792 | 1,085,047 248 0.5% 5,087,457
South Dakota 0.7258 0.6751 172,050,383 160,016,747 7.0% 4]
Tennessee 0.6841 0.6846 1,607,153,568 | 1,631,836,362 1.5% 24,682,794
Texas 0.6418 0.6537 3,807.220,071 | 3,879,748,485 1.9% 72,528,423
Utah 0.7511 0.5733 312,808,374 238855377 | -237% 0
Vermont 0.6137 0.5318 153,722,759 133,198,005 | -13.4% 0
Virginia 0.5000 0.5000 789,860,287 789,960,287 0.0% o]
Washington 0.54%8 0.5000 1,103,976,170 | 1,003,979.784 -9.1% 0
Woest Virginia 0.7768 0.7824 723,053.301 728,225,415 0.7% 5,172,114

isconsin 0.68038 0.5104 1,202,20222% | 1,016,150,501. | -15.5% 0
Fv’:/ryoming 0.6910 0.5000 82,080,878 58,382,821 | -27.6% 0
NOTES

d1008/010

{1) Baced on tha ratic of the s1ate share of total taxable resources {3-year average for 1990-1992) (rom Treasury and state share of persons below 150% of
poverty (1992) from the Current Poputation Survey. The mulliplier is 4267

(2) Data from the Medleaid Statistics FY 1992; Tabla VA-1. NOTE: Included In thase dars are expenditures at different maich rates and disallowancos,

As 1 conscquence, the reported state and Federal shares are not consistent with the FMAP. The HCFA bassline used In the Federal budget analysis is
most consistent with the total expenditures (stato plus Federal shares). Thus, for tho purposes of this analysis, the combined state and Federal shares

wara multiplied by the current FMAP to get 1992 Federal grants.
(3) The cost of sllowing slate that would have a lower match under the afternative FMAP fo relain their current FMAP.

This analysiz does not include the forritorles.
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Alternative ll-a: 1992 FMAP: income and <100% Poverty-Based FMAP; 50% minimum; Budget Neutral

(1) Baged on the ratio of the state share of tolal income (1992) and the stale share of persons below 100% of

paverty (3-ysar avarage for 1990-1992) from the Curent Population Survey. The multiplier is .4446.
(2) Data from the Medleaid Statistics FY 1992; Table VA-1. NOTE: Included in these data arc expenditures at different match rates and disallowances,

As g conseguence, the reported stale and Federal shares sre not consiatent with the FMAP, The HCFA baseline usod in the Federal budget analysis i

Current FMAP | Alternative FMAP (1) | Federal Grant 1892 (2) % Change Cont of
1982 Constrained Current FMAP Alernative FMAP State's Cholce ﬂ
. To 50% Minimum of Match [3)
United States 66,363,914.755 | 66,363 578,594 -0.0% 2,608,335,931
Alabama 0.7293 0.7080 1,008,342,784 | 1,064,348,631 -2.9% 0
lAlaska 0.5000 0.5000 99,050,271 99,050,271 0.0% 0
Arizona 0.6251 0.5886 722,448,045 680,242,397 -5.8% 0
IArkansas 0.7566 0,7238 699,374,146 869,058,203 -4,3% 0
California 0.5000 0.5526 5825883562 | 6,438,598,352 10.5% 612,714,790
Colorado 0.547¢ 0.5000 541,371,830 494,042,553 -8.7% 0
Connecticut 0.5000 0.5000 1,119,631,094 | 1,119,631,084 0.0% 0
Delaware 0,5000 0.5000 109,699,852 109,699,852 0.0% 0
Dis. of Col. 0.5012 0.6879 293,328,473 402,599,901 37.3% 109,270,428
Florida 0.5469 0.6244 2.226,955,011 | 2,542,674,443 14.2% 315,718,432
Georgia 0.6178 0.8485 1,507,712,772 | 1,582,536,224 5.0% 74,823,453
Hawai 0.5257 0.5000 179,782,157 170,993,111 4.9% 0
Idaho 0.7324 0.6364 194,427,112 168,940,027 | -13.1% 0
inois 0.5000 0.5342 2,106,107,962 | 2,249,867,485 6.8% 143,859,523
Indiana 0.6385 0.5813 1,414,964 672 | 1,288,128,867 9.0% 0
lowa 0.8504 0.5000 573,800,730 441,113,723 | -23.1% 0
Kansas 0.6504 0.5000 594,815,275 457,115,063 | .23.1% 0
Kentucky 0.7282 0.7181 1,320,081,567 | 1,301,850,881 -1.4% 0
Louisiana 0.7544 0.7660 2.511,033,164 | 2,549,665,667 1.5% 38,632,503
Maine 0.6240 0.6027 453,584 838 438,091,927 -3.4% 0
Maryland 0.5000 0.5000 973,867,908 973,867,908 0.0% 0
Massachusett 0.5000 0.5000 2.067,091,525 | 2,067,091,525 0.0% 0
Michigan 0.5541 0.5412 2.115,165,974 | 2,065,851,060 -2.3% 0
Minnesota 0.5443 0.5177 1,043,770,741 992,698.795 -4.9% 0
Mississippi 0.7999 0.8123 856,258,974 869,513,658 1.5% 13,254,684
Missour 0.6084 06066 1,405578,418 | 1,401,318.370 -0.3% 0
Montana 0.7170 0.6943 190,543,290 173,878,997 -8.7% 0
Nebraska 0.8450 0.5000 303,686,321 235415753 | -22.5% 0
Nevada 0.5000 0.5000 181,573,254 181,573,254 0.0% 0
New Mampshi 0.5000 0.5000 552,111,188 552,111,188 0.0% 0
_INew Jersey 0.5000 0.5000 2274492 045 | 2.274,492,045 0.0% 0
New Mexico 0.7433 0.7456 386,432,414 387,653,495 0.3% 1,221,081
New York 0.5000 0.5643 9,432,934,779 | 10,645,356,582 12.9% 1,212,421,804
North Carolin 0.6692 06023 1.618,822,468 | 1,465,850,297 -9,4% 0
North Dakota 0.7275 0.5842 181,341,634 148,110,400 | +18.3% 0
Ohio 0.6063 0.5114 2,885,801,714 | 2434033258 | -15.7% 0
klahoma 0.7074 0.6794 730,581,464 701,684,643 -4.0% 0
Oregon 0.6355 0.5000 508,167,819 400,604,107 | -21.3% 0
FPennsylvania 0.5684 0.5000 3,506,313,558 | 3,084371533 | -120% 0
Rhode Island 0.5328 0.5000 413,905,034 388,351,505 -8.2% 0
South Carolin 0.7266 0.6735 1,089,949,792 | 1,010,286,929% -7.3% 0
South Dakota 0,7259 0.6288 172,050,383 149,050,745 | -13.4% 0
Tennessee 0.6841 0.6798 1607153589 | 1,597,126,147 -0.6% 0
Texas 06418 0.6557 3,907,220,071 | 3,991,638,305 2.2% 84,418,233
Ltah 0.7511 0.5000 312,908,374 208,300,076 | -33.4% 0
Vermont 0.6137 0.5000 153,722,759 125,242,594 | -18.5% 0
Virginia 0.5000 0.5000 789,960,287 789,960,287 0.0% 0
iwashington 0.5488 0.5000 1,103,976,170 | 1.003,979,784 -8.1% 0
VWest Virginia 0.7768 0.7744 723,053,301 720,794,634 -0.3% 0
Wisconsin 0.6038 0.5000 1.202,202,229 995,530,167 | -17.2% 0
VWyoming 0.6910 0.5000 82,080,878 59,392,821 | -27.6% 0
HOTES .

@o0g/010

e

moet congistant with 1he tatal expenditures (state plus Federal shares). Thus, (of the purpeses of this analysiz, the combined state and Federal shares
ware multipliod by the current FMAP to get 1992 Federal grants.
(3) The cost of allowing state thal would have a lower match under the alternative FMAP 1o retain thelr currant FIMAP.
This analysis does not include the temitories.
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Alternative lIl-b: 1992 FMAP: Income and <150% Poverty-Based FMAP; 50% minimum; Budget Neutral

Current FMAP | Alternative FIMAP (1) | Federal Grant 1892 (2) % Change Castof
1992 Constrained Currant FMAP Altarnative FMAP State’s Choice
) T 80% Minimum of Match (3)
United States 66,363,914,755 | 66,362,289,601 0.0% |2,501,815,563
Alabama 0.7293 0.6814 1.096,342,784 | 1,024,317,794 -8.6% 0
Alaska 0.5000 0.5000 99,050,271 99,050,271 0.0% 0
Arizonz 0.6251 0.5801 722,448,045 670,386,158 -7.2% 0
Arkansas 0.7566 0.7386 680,374,146 682,756,136 -2.4% 0
California 0.5000 0.8703 5,825,883,562 | 6,645,159,271 14.1% 819275710
Colorado 0.5478 0.5000 541,371,830 454,042 553 B8.7% 0
Connecticut 0.8000 0.5000 1,119,631,084 | 1,119,631,084 0,0% 0
Delaware 0.5000 0.5000 108,699,852 108,689,852 0.0% o 0
Dis, of Col, 0.5012 0.6591 283,329,473 3857687775 | 31.5% 92,438,302
Florida 0.5469 0.6497 2,226,955 011 | 2,645,366,721 18.8% 418,411,710
Georgia 0.6178 0.6505 1,507,712772 | 1,587,635,280 53% 79,922,509
Hawaii 0.5257 0.5000 178,782.157 170,993,111 -4.9% 0
idaho 0.7324 0.6662 194,427 112 176,853,717 -9.0% 0
illinois 0.5000 0.5323 2,106,107,962 | 2,242,130,234 6.5% 136,022,272
Indiana 0.6385 0.586%9 1,.414,964,672 | 1,300,514,610 -8.1% : 0.
lowa 0.6504 0.5750 573,800,730 507,301,487 | -11.6% 0
Kansas 0.6504 0.5000 594,615,275 457,115,063 | -23.1% 0
Kentucky 0.7282 07168 1,320,081,567 | 1,295,449,438 -1.6% 0
Louisiana 0.7544 0.7471 2,511,033,1684 | 2,486,693,699 -1.0% 0
Maine 0.6240 0.6206 453,584,835 451,114,850 -0.5% 0
Maryland 0.5000 £.5000 873,867,809 973,867,908 0.0% 0
Massachusett 0.5000 0.5000 2,067,081,525 | 2,067,091,525 0.0% 0
Michigan 0.5541 0.5000 2,115,165,974 | 1,908,650,040 -8.8% 0
Minnesota 0.5443 0.5534 1,043,770,741 1,061,232,034 1.7% 17,461,293
Mississippi 0.7999 0.7966 856,258,974 852,685,568 -0.4% Q
Missouri 0.6084 06373 1,405578 418 | 1,472,331,194 47% 86,752,776
Montana 0.7170 0.6668 180,543,290 177,203,297 -7.0% e
Nebraska 0.6450 0.5045 303,686,321 2375835884 | -21.8% 0
Nevada 0.5000 0.5682 181,573,254 208,342,523 13.6% 24,768,270
New Hampshi 0.5000 0.5000 552,111,188 552,111,188 0.0% 0
New Jersey 0.5000 0.5000 2,274,4592,045 | 2274492045 0.0% 0
New Meaxico 0.7433 0.7134 386,432,414 370,812,632 -4.0% 0
New York 0.5000 0.5391 9,432,934,779 | 10,171,237,157 7.8% 738,302,378
North Carolin 06652 0.6254 1,618,822468 | 1,521,854112 -6.0% 0
North Dakota 0.7275 0.5520 181,341,634 137,589,395 | -24.1% -0
Ohio 0.6063 0.5243 2885801714 | 2,485426451 | -13.5% c
Oklahoma 0.7074 0.6908 730,581,464 713,179,670 -2.4% 0
Qregon 0.6355 0.5044 509,167,818 404,149,766 | -20.6% 0
Pennsylvania 0.5684 0.5000 3.506,313.559 | 3,084,371,533 | -120% 0
Rhode Island 0.5328 0.5000 413,905,034 388,351,505 -8.2% 0
South Carolin 07266 0.8972 1,088,848,792 | 1,045909,512 -4.0% 0
South Dakota 0.7259 0.6746 172,050,383 158,500,801 -7.1% 0
Tennessee 0.6841 0.6999 1,607,153,569 | 1,644 239,421 2.3% 37,085,853
Texas 0.6418 0.6520 3,907,220,071 | 3,969,117,023 1.6% 61,896,951
Utah 0.7511 0.5000 312,908,374 208,300,076 | -33.4% 0
Vermont 0.6137 0.5000 163,722,759 125,242,594 | -185% 0
Virginia 0.5000 0.5000 782,960,287 788,960,287 0.0% 0
Washington 0.5498 0.5000 1,103,976,170 | 1,003,978,784 -8.1% 0
wes’t Virginia 0.7768 0.7870 723,053,301 - 732,529,841 1.3% 9,476,540
isconsin 0.6038 0.5000 1,202,202,229 955 830,167 | -17.2% 0
Wyoming 0.6810 05126 82,080,878 60,885 455 | -258% 0
NOTES

(1) Basod on the ratin of the slate share of wtat Incame (1992) and state share of parsons below 150% of
poverty (1992) from the Current Poputation Survey. The multiplier is 4371,

(2) Data from the Medicaid Statiatica FY 1992; Table VA-1. NOTE: Included in these dara are expenditures at different matsh rates and dtsel&cwances

ho10/010

"

As & conscquonte, the reporied state and Federal shares are not consistent with the FMAP, Tha MCFA baseline used In the Federal budgel analysls ie
most conzistent with the tota! expenditures (state plus Federa) shares). Thus, for the purposes of this analysis, the cambined state and Fedoral sharee
were multiplied by the current FMAP to gel 1992 Federal granis.
(3} Tha coat of allowing state that would have 8 lower malch under the alternative FMAP 1o retain thair current FMAP.
This analysis does not include the terrlterias. ’
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June 13, 1994

URGENT

TO: - Jon Weintraub
Labor Management Subcommittee

FR:  Ellen Nissenbaum, Legislative Director

&

Goodling amendment to delele or modily imporiant WIC provision in the
Chairman's health care mark

I Y. P

Rep. Goodling imends‘Jo offer two amendments to delete or substantially alter
the WIC provision contained in the Chairman's health care reform mark. This
provision, included in the President's original proposal, would guarantee full funding
of the WIC program by 1996 and through 2000. It establishes a special mandatory
fund for WIC in addition to regular appropriations. Since the cost of the WIC fund
must be offset with pay-go savings within health care reform itself, this provision
does not increase the deficit. In fact, recent studies of cost savings regulting from
WIC indicate that this provision will help reduce and even avert costly health
expenditures in the future.

Rep. Goodling is expected first to attempt to delete the entire provision. If, as
expected, this amendment fails, Goodling will offer a second amendment in a nature
of a substitute -- one that poses a more serious threat. The substitute and would gut
the WIC provision included in the Chairman's mark by eliminating the guaranteed
funding for WIC. In fact, as explained in the attached analysis, the effect of this substitute
would be worse than having no provision at all.

I've also attached a brief piece describes how the WIC provision in the
Chairman's mark would work, and why it is integral to health care reform. Given
the larger and more visibly controversial aspects ot various retorm proposals; the
WIC provision in the President's bill and the Chairman’s mark has been somewhat
overlooked. Yet itis a critical provision to ensure the health of poor pregnant
women, infants and young children in this country.

We would urge strong opposition to both of the Goodling amendments to the
WIC provision. If you have questions, please feel free to call me at the {enter at 408-
1080. I hope this information is useful.

777 North Capltol Stred, NE, Suitc 709, Washington, DC20002 Tel: 202-408-1080 rax: 202-408-1056
Robert Qreenstein, Executive Director
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'AND POLICY PRIORITIES

GOODLING AMENDMENT WOULD GUT WIC PROVISION
OF HEALTH CARE BILL

During the mark-up of the health care reform bill, Rep. Goodling is likely to
offer an amendment to modify the bill's WIC provision. While the amendment may
appear mild, it is not. Although this may nol be the goal Rep. Goodling seeks to
achieve, the effect of the amendment would be to gut the WIC provision of the bill.
In fact, it would damage the WIC program and be worse than having no provision al all.

The WIC Provision of the Bill

In 19591, a panel of CEOs of major U.S. corporations with no finandal interest
in WIC testified before the House Budget Committee that WIC should be fully
funded by 1996. To meet the national education goal that by the year 2000 all
children should start school ready to learn, the CEOs said, it is essential to fully fund
WIC by 1996. They callad WIC the "health care equivalent of a Triple-A rated
investment.”

The Administration has proposed significant funding increases for WIC to
meet this goal. But with the discretionary caps becoming exceedingly tight, it is
becoming increasingly doubtful that WIC will be fully funded on time.

Railure to fund WIC fully would weaken health care reform. It would result
in some women and children not receiving the critical preventive services WIC
provides and, consequently, in more health care costs down the road. It would
weaken health care cost containment efforts.

Accardingly, the Administration has included a provision in the Health
Security Act to ensure that WIC reaches full fisnding on schedule. ‘The provision
states that so long as specified levels are appropriated for WIC each year, the
remaining amounts needed for full funding are to be released from a special fund
that would be established in the Treasury. The costs of the special fund would be
financed with pay-as-you-go savings included in the health care bill. As a resuit,
WIC would attain full funding status and would do so0 in a manner that maintains
fiscal discipline. This pravision would not increase the deficit; it would be fully paid
for. And it would have one other advantage — it would get WIC to full funding
without crunching other key initiatives under the discretionary caps.

The provision has a second — and closely related — component. It states that
if, in a given year, the appropriations bill fails to provide the amount needed to
trigger the release of WIC money from the special fund, the speclal fund money

777 North Capltol Strext, NE, Sui(z 705 Washilnglon, DC 20002 Td 202-408-1080 Pax 202 408-10%6
Robert Qreenstein, Executive Director
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would instead be released to increase federal support for the school lunch program.
This featurc of the provision was added for purely technical reasons — CBO said it
was necessary to include this provision in order for the special fund expenditures to
‘be counted on the "pay-as-you-go" side of the budget. The expectation, however, is
that this feature of the WIC provision would never be uged. The amounts that the
appropriations committees would have to provide to trigger the release of moncy for
WIC: from. the special fund should not be difficult for the appropriations committees
to attain. As a result, the special fund money will go to WIC, as intended. It is
extremely unlikely that a dime of it would ever go to the school lunch program.

The Goodling Amendment

Rep. Goodling will apparently otter two WIC amendments. First, he will seek
to strike the WIC. provision from the health care bill. If, as seems likely, that fails, he
will offer a substitute.

The substitute would do two things. First, it would delete the part of the WIC
provision that releases funds to the school lunch program if the regular W1C
appropriation is not high enough to trigger the release of the special fund money for
WIC. Second, if the appropriations bill does meet the WIC target, the Goodling
amendment would provide that the exact amount released for WIC from the-special
fund would depend on information that USDA collected from states about how much
the slates estimated they could expend during the coming fiscal year.

The subsllute may appear harmles;s at first blush. In fact, it would injure the
WIC program and be worse than haviug no WIC provision in the bill at all.

. The changes in the substilule would cause all expenditures from the
special fund to be counted as discretionary expenditures and be subject
to the discretionary cap.

. As a result, the appropriations commillees would be faced with a
dilemma. If the discretionary caps were sulficiently tight that the
commuittees were unable to provide {ull funding for WIC within them,
the committees would have only one allernalive — tliey would have to
fund WIC at levels below the amounts that would trigger the release of
moncy from the special fund. Otherwise, all the spedial fund money
would count against their allocation and against Lhe caps.

) The appropriations committees thus would be subjected lo skong
incentives to fund WIC at cignificantly lower levels than the commillees
would be likely to provide without any WIC provision in the health
care bill at all.

vod vocH 95eT 38y cBC:0N T3l 1390N3 WO d3LN3D:d1  SP:ST MHL bG;-SI—t\lﬂ:
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An example may illustrate this point. The Approprialions Committee has just
appropriated $3.470 billion for WIC in TY 1995, a $260 million inwrease vver the
current year. The FY 1994 level, in turn, represented a $350 million increase. Under
the WIC provision of the health care bill, an appropriation level of $3.660 billion in
FY 1996 will trigger the release of additional money from the special fund. If the
Goodling amendment passes, however, and the Appropriations Comumittee does not
have room for the full amount needed to reach full funding in FY 1996, the
Committee's only alternative would be to fund WIC next year at less than $3.660
billion. The result would be the smallest WIC increasc in at lcast five years.

Finally, Rep. Goodling also may argue that his amendment would make surc
that more WIC money isn't allocated to states than the states can usc. His amendment
is, however, entirely unnecessary to ensure that excess expenditures do not occur. Any WIC
money that can't be used won't result in a federal expenditure. If states can't usc all
of the money, the result will simply be somewhat lower WIC expenditures — and a
slightly lower faderal deticit — than if all the money available from the special fund
were used. We already appropriate more tunds each year for the school lunch
program, other child nutrition programs, and many other appropriated entitlement
program than is actually used. This is done to make sure encugh funding is
avallable if it should be needed. But practice does not result in any additional tederal
expenditures. If more is provided than is needed, the remainder is simply lett

unspent.

i

June 16, 1994
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HOW WIC FITS INTO HEALTH CARE REFORM

Dringing the WIC program Lo full funding and integrating WIC mwre fully into
the delivery of health care is an integral part of health care reform. Providing
sullicient resources for WIC to reach all of those who are eligible for it would
significantly strengthen our preventive health apparatus and avert costly
expenditures and poor health down the road.

WIC is one of the mosl effeclive preventive Licalth programs known. A GAO
study issued last year and based on an examinalion of all research conducted on WIC
found that the WIC program produces large savings in health care costs. The GAO
estimated that the $300 million in federal expenditures in 1990 for WIC benefils for
pregnant women will avert more than $1 billion in health-related costs over the
following 18 years, including savings in Medicaid and in costs borne by hospitals,
statc and local governments, and private payers.

The GAO found, for example, that WIC reduces the incidence of low
birthweight — a leading cause of infant mortality, child disabilities, and other health
problems — by 25 percent and cuts the incidence of very low birthweight by 44
percent. "Reducing very low birth weights is particularly important,” the GAO noted,
"because these infants are more likely to dic or become disabled and to need costly
care.” A subsequent study conducted by Mathematica found further evidenee
strongly linking WIC to reductions in infant mortality.

WIC also has other beneficial health effects. Researchers at the Centers for
Disease Control have found strong associations between the WIC program and
reductions in child anemia and have reported that low-income children not enrolled
in WIC have a higher prevalence of anemia than those who are enrolled. Studies
have also found that WIC improves the diets of preschool children and serves as a
gateway to health care. Children in WIC are better immunized and more likely to
have a regular source of medical care than comparable children not in the program.

The research findings on WIC are so compelling that in 1991, a panel of CEOg
of leading American corporations — including AT&T, BellSouth, Honeywell, and
Prudential — testified hefore Congress and called for full funding of WIC in five
years, a goal President Clinton and many Members ot Congress from both parties
have endorsed. In their foint testimony. the CEQ’s descrihed WIC. as “the health-care
eyuioulent of u triple-A rated investment.”

777 North Caplwl Street. NE, Sulte 703, Washington, DC 20002 Tel: 202-408-1080 PFax: 202-408-1056
Robert Qreenstein, Executive Director
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What the Provision Would Do

Accordingly, the Administration has concluded that full funding of WIC is
integral lo health care reform and has induded a provision in the Health Security Act
to help ensure this critical goal is attained.

This provision of the Health Security Act would establish a special fund on the
mandatory sidc of the budget, which would be available in addition to regular
appropriations for WIC, to help cnsurc the WIC program rcaches full funding status
by the end of fiscal year 1996 and remains at full funding levels thercafter.
(Although appropriations for WIC have increased each year, tight discretionary caps
make it unlikely that full funding will be achieved through discretionary
appropriations alone.) The Administration’s budget requests a WIC appropriation of
$3.564 billion in fiscal year 1995. The Health Security Act provides that if — in years
after fiscal year 1995 — discretionary appropriations equal the $3.564 billion level,
adjusted for inflation, then additional resources will be made available from the
special fund to provide the remaining amounts needed to attain full funding

The provision stipulates that the amounts deposited in the spedial fund — and
released for use in WIC if sufticient discretionary appropriations are provided —
equal approximately $250 million for fiscal year 1996 and $400 million for each of the
succeeding four years. The total cast of this provision thus is $1.9 hillinn over the
five years from FY 1996 through FY 2000. This cost would be financed with Pay-As-
You-Go savings generated by other provisions of the health care reform bill. It
would not count against the discretionary spending caps. Accordingly, providing
these funds will not increase the deficit, weaken budget discipline, or squeeze out
other worthy programs on the discretionary side of the budget. In fact, given the
GAOQ study on WIC's cost-effectiveness, this provision will help contain health care
custs in the [utwe.

If discrctionary npp;c?ﬁaﬁons at least equal to the re%uested FY 1995 level, plus inflation, are
not provided in years after FY 1995, the money in the special fund would be used to raise federal
support for free school lunches, thereby cnhancing the nutritional quality of the lunches. It is
anticipated, however, that the designated level of ap&;l?riaﬁons would be provided for WIC and the
money in the special fund would be used to cnable to reach and remain at the full funding level.
The school lunch component of the provision is included because it is necessary to ensure that the
costs of this provision are counted on the mandatory rather than the discretionary side of the budget.
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Yo: Dav!d Abemathy and Ann LaBelie T i \/L{ JM?
From: Paul Cullinan ' ' ; .

Ly

Oplion: Limit Premiuma for Persons aye 85584 with | ncome batow $30,000 (singles) and $40, 000 (couples)
‘ 10 7% of Incame in 1698, 8% In 1999,5% in 2000, and 4% later

Preiimmary Estimate of Federal Budgetary Effects
(by fiscal year, in biillons of dollars)

20 X 3.8 <8 54 se 8.2

Pramium Emcm Upon further roview, we have dstarminad that the CBO eatimsates for the Chalrman's Mark
had alrasdy incorporated the assumption that employers would chooss to anroll thelr sarly retireas

into Part C because of the benefits from Pant C's community rating festurs. Therefore, this amandment would
have no additional effoct o the Part € premium,
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PRE MEDICARE HEALTH SECURITY COALITION

For Immedlatc Release Contact: Eric Shulman
July 29, 1994 : (202) 452-9410
' Lisz Merman
(202) 452-9521

Coalition Labels GAO Report on Retiree Hesalth "Highly Misleading" and "Inaccurate"

Cites CBO and OMB ‘Cost Estimates of $3 billion per year for Pre-Medicare Provxswn 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 inaccusate, Letitiy
Chambers, executive director of the Pre-Medicare Health Security Coalition said today, "Both the
Cungressional Budget Office (CBO) and the Ottice of Management and Budget (OMB) have agreed
that the cost of the President’s plan to cover retirees in this age group is about $3 hillion per year.

We feel this is a necessary price to pay for prowdmg health care to millions of Americans aged
- §5-64." _

*This is far lower than the GAO estimare of $180 billion o'ver ten yeass 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 estmates.

- Chambers cited several problems with the GAO fact sheet. “First, it appears to ignore the fact that
morc than half of these retirees ur thieir 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 1o recognize that the President’s plan (as well as others) has low income
subsidies 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. Yel the GAO report appears
1o include these subsidy costs as costs of the pre-Mednca:e provision. "

*Third, the study fails 1o recognize that some employer plans are more generous than the
President's proposed federal minimum benefit package. These additional beneflts would not be

taken over by the federal government yet GAO appears to assume the govemment 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 -- 2 major objective of all the hcalth reform proposals -- and assuines that nefther the
companies nor the federal govenment will make changes to reduce costs. As a result, the study
finds that health care estimated to cost $9.9 billion in 1993 (employer share - $7.9 bxlhon) will
cost a staggering $38.8 billion by 2007."

“The fact is that universal health insurance cannot be achieved without addressing the necds of this

‘vulnerable population group. We cannot allow non-working Americans to slip through the cracks
of health carc reform," Chaiibers concluded. A

-more-

1625 K Sueer, 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 Amencans aged 55-64, most — about 60 percent — receive

no hcall!u benefits from former employers;

Most people in the group are of modest means — 75% have incomes below 525,000 per .

_year and half have incomes be.lbw $20,000 per year;

‘Most have difficulty finding affurdable 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;

~Minorities and women are particularly vulnerable. African-American males, for example,

are almost twice as likely as whites to be disabled ur unable w work and only half as likely
as whites to have health insurance coverage from former employers;

Many in this group would not be able to afford Medicare Part (T coverage without financial
assistance. Parnt C coverage for couples will cost about $4,400 plus out-of-pocket expenses
of about $2,400 which represents 30 pereent of income for 2 non-workiug couple with an
annual income of $23,000. :

P

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

#it#
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Amendment B
Purpose: To make health care coverage affordable to non-

workers between the age of 55 and 84 who are not yet eligible
for Medicare. )

© This group is uniquely vulnerable. 'I‘hey have trouble finding aﬁ‘ordable

eare, limited financial resources and limited work options. This group has
higher health 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 meore than 4 percent of income on
health insurance premiums.

~ Subsidies

This amendment caps total premium cost for non—workérs between the age
of 55 and 64 as a percent of income on a phased down schedule from 7% to
4% over 6 years. In the third year of the program, 1998, a cap of 7% would

- go into effect. In 1990, QS%mpwoﬂdgomtoeﬂect,inZOOOaii%cap

would go into effect and in 2001 a 4% cap would go into effect. Thxs 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 $46,000. These income levels would be indexed annually from
the date of enactment

Cﬁ&;ﬁﬁ |

No cost in the first year. The cost ovor five years, from 1995 through 2000
iz $8.9 billion. Ths cost over ten years, 1995 through 2004 is $30.8 billion.

‘These estimates are based on CBO prajections of similar proposal in the

Ways and Means Committee bill. Lower subsidies and age adjustments to
the community ratc 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

|10 year total®

Arguments in support of this provision |

o

This is a uniqusely vulnerable population with great health needs, trouble
getting affordable care, limited financial resources, limited work options.

The term "Barly 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.

Thlsagagoupanananersmpa:tmularh&vehgherthanavemga
healthcaracosts

- - According to EBRI people between the age of 55 and 64 vse an average
of 87% more services than people between 45 and 54 and over 50%
more semces than people between 85 and 44.

- Non-working le age 56 to 64 have health expmdztures 65% higher
than the workmg near elderly.

- Furthar their out-of~pocket axpenses average $1200-1500 annually - far
higher than younger populations.
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Most in this group have low or modsrate incomcs
- 34 percent less than 150 percent of poverty
;.66 percent less than 230 percent of poverty

In ah employer based system, these people do not have an_employer. These -

people will be responsible 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 oommumty rahng mth adjustments for age, this group
will bave higher premium costs and this protectxoa becomes even more
important.

s competitivsnaas is hurt by retiree health costs; competitors don’t have
these burdens. Mature industries are particularly hurt. -

Companies continue t-o cut retiree health benefits by either raising retlrees
costs or dropping benefit altogether.

8o, if we don't address this issue people will continue £n lose benefits.
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"Its a bailout for big industry.”

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

gmployers. Many of these benefits are limited in scope.

Less than 3 percent of the targeted populahon is from the auto mdustry

People who gain the most are the low and moderate income pre-Medmare
population A )

Good pohcy should not be disregarded because some of the benefit goes to
compeanies who huve historically helped meet the health needs of former
workers. :

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

"Many more pecple will retire because of this provision. More companies will
force people in this age group out."

" Health insurance is only one factor in making a decision to retire. Incoma
from pensions and savings are much more significant as is the general

satiafaction and the othar rewards of work.

This issue has been blown out of proportion. The administration proposal
which had more generous benafitr 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 th.e special early retiree
subsidy.
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1625 K Street, N.W.
Suite 200

Washington, D.C. 20006
(202) 857-0670

Fax (202) 857-0688
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Optional Lan@uage Re Universal Coverage Triggers

The Commission must report to Congress biennially. The Report
must include, but is not limited to, analysis of: topics:

structure and performance measures of every market area (HCCAs
within states), including the structure of the delivery system,
number, organizational form and enrollment in all certified health
plans; state implementation of responsibilities, including
establishment of coverage areas, status of ‘small group insurance
reforms, development of . purchasing cooperatives and other buyer
status of transition-of Medicaid toward managed care and
tion into purchasing pools; evaluation of adequacy of
Sidies for low income individuals; status of Medicare
y recipients, including transition of Medicare into risk contracts;
Y /° progress toward coveérage among employed including status and level
r

5

'7@' of voluntary employer contributions and participation rates in

pools ‘and among large employers.

~ ‘ Each report must include the percéntage'of individuals who are
o . enrolled in accountable health plans, including Medicare, Medicaid,
T low income, and employed 1nd1vmduals

v

s Each blennlal report (1997, 1999) must also include informal
= recommendations, specific- to each market area, on how th%¥area

= might increase coverage among.;&e res;dents.~<;94”0f*kr'”“'“

Lot mgd -;M.r-~’

R

Pk ' In the event that 95% of all Americans are not enrolled in an
~ T° accountable health plan, or remain in a publicly funded program

< T _ formal and specific recommendations to Congress on how
Z ' market areas' that have failed to reach 95% coverage can
; achieve that status. Those formal recommendations MUST

? address all relevant parties, including states, employers,
< employees, unemployed and low income:  individuals,
N beneficiaries of public programs etc. -

K - Congress must consider, within 6 months, all the

v %, ~recommendations of the Commission. Congress must enact the
i\;‘-CommLSSLOn recommendations oxr an alternative which will ensure
et coverage at the levels required under this act.

If Congress fails to act w1thln the specified perlod, the
following provision will automatlcally take effect:

All individuals in the“non- complylng coverage area
will be automatically enrolled in the low cost plan in the

e i
P

region (or randomly enrolled). HHS will develop a process by
which this provision can be enforced. HHS enforcement may
" include requirements on employers to de e premiums from

individual wages, @& IRS enforcement gigggigigggg or any
-other enforcement mechanisms thdt will achieve the desired
level of cove .

. c A rage in the.arga el < < C
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o (Medicare, Medicaid, VA, CHAMPUS), the 2001 Commission report must
32 also include: - //
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Emplover Group Purchasers

Jeffords-Durenberger- Kassebaum divides employers 1nto three
classes, based on employer size.

1. Small Emplover Group Purchasers: 100 full-time
employees or less. May.purchase a qualified health plan at the
adjusted community rate, modified for age, through either
" independent insurance agents- or through prlvate, non-profit,
purcha81ng groups

: 2. DualfCEplce Empiover3°:Between 101- 250 full-time
‘employees, Mdy elect, to‘be\igiig

or "small e ployer Electi

3. Larce Emplover Group Purchasers* More than Ejﬂ full-

time employees. May offer either a state-certi fied health plan
for which the employer negotiates the rate (experience-rated), an -
employer-sponsored health plan (risk-bearin an) or bo types

~of plans as a group health plan. Large employers may group
together toc negotiate health plan prices.

Emplover Requlrementspl

All employers must offer their employees (including part-
time and seasonal workers) a choice of at least three health
plans-- one of which is a point of service option plan.
Employers may meet this obligation, in part, by.offering
qualified association plans. Employers also must provide their
- employees with information regarding how to obtain health plans.
If the employee requests, the employer must enroll them in their
choice of health plan and deduct the amount of the premium from
wages, mlnus any employer contrlbutlon :

Large employer purchasing group health plans must meet same

insurance reform requirements as other health plans, including no’

pre-existing condition, open enrollment, guaranteed issue, ,

- guaranteed renewal, portability, etc. However, more appropriate
solvency requlrements for risk-bearing plans w111 be developed by
the Department of Labor.

Association Health Plans

The Jeffords-Durenberger-Kassebaum amendment grandfathers
existing association health plans that have been in existence for
three years prior to the date of enactment. These include trade
and professional associations, religious organizations, public
entity associations’ and Chambers of Commerce. Association
health plans must meet solvency requirements developed by HHS and
take all comers in their designated association. Otherwise, all’
gqualified health plan insurance reform requirements apply.

P



Individuals

Individuals not employed by an employer purchaser may
purchase a qualified health plan directly from an agent or from a
private purchasing group. Or, if they are members of an
association which offers an association health plan, they may
purchase dlrectly from that aSSOClatlon

COBRA

Unllke the Chafee/Cllnton bills, COBRA is not abollshed

~ This accomplishes two main objectives: (1) avoids confusion and
disruption for consumers by allowing individuals to continue
coverage under their current plan for up to two years after they
leave employment; and (2) helps stabilize premium rates in the
community-rated pool. ' ' .



BENEFITS PACKAGE

The Board would be authorized to: develop recommendations to
clarify covered benefits and cost-sharing; develop interim coverage
decisions in limited circumstances; consult with expert groups for
appropriate schedules for covered services; propose modifications to the
benefits package that would not go into effect unless enacted by Congress
under base-closing procedures »

Congressional‘priorities - within "the constraints of the actuarial
limits, Congress directs the Comm:ssuon to adhere to the following
priorities. ‘ '

L,Jm(a) “parity for mental health, with emphasis on designating a set of
0 ' managed mental health servrces for maximum flexibility and
efficiency :

b) _consideration for needs of children and vulnerable populations,
mcludmg rural_and underserved persons.
C)' f,»cvu« il C“W‘"‘“
The standard benefit package can not exceed the actuarial value
equivalent of the Blue . Cross/Blue Shield Standard Option ‘under the Federal
. Employees Health Benefits program. : :

The board shall establish muiltiple cost:sharing schedules that vary
depending on the delivery system by which health care is delivered to
“individuals enrolled in a qualified health plan. In addition the Board will ™
f provide for a “catastrophic” option designed.to prevent adverse risk ‘
selection when combined with the risk adjustments called for in the bill. \.‘
Thls opton will contam higher cost sharmg and/or fewer. benefits. -

. &4(} /b b
/7 Y

Covered Serv;ces
A qualified health plan shall provide for coverage of the items and
services described below only for treatment and diagnostic procedures

~are medically necessary for appropnate as defined in S. 1770 as amendec
by Durenberger: s

. Inpatient and outpatient care.

. 'Emergency, including appropriate transport services.



Clinical preventive services, including services for high risk
populations, immunizations, tests, or clinician visits.

Menta‘l illness and substance abuse.
»Family‘ planning .an,d servic’:gs for pregnant women.
Hospice care,
Home health cgr‘e.
Ou;patient‘ labora{ory, Y'V‘radic’lo:gy ‘and diagnostic.
-Qutpatient pres‘crip‘tion' drugs and bidlogicals,
Qutp'a't*ie‘ht‘ rehabilitation services.

Vision caré, hearing aids and déntal care for individuals under
22 years of age. ‘

Investigational treatments.
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DEPARTMENT OF INSURANCE (DO} STANDARD PLAN
ESTIMATED COST PER MEMBER PER MONTH (PMPM)

HMO Option

HOSPITAL INPATIENT SERVICES , _ : '
Hosprtal Charges Other Than Those Listed Bglow 4 $100 Copayment / Day (Oays 1-5) l T VI
Alternate Childbirth Delivery Arranscsiails o ; . 80 84.- 5/
24-Houwr Hospilat Admission and stcharge $100 Capaymenl 7 Day (Days 1-5) -
Fteea!andng Badh Ccn!er ' :
TOTAL "$20.65
MOSPITAL EMERGENCY ROOM SERVICES |
{copayment waived If admltied}
Emergency Room {emergencies only) $100.00 Par Visit
Emergeacy Room (non-emesgencies) Not Covored
Ambulance (emergencies) $50.00 Per VisiHl
Ambulance (non-energencies) No! Coversd ,
’ TOTAL . | $2.61 _
»
OUTPATIENT and HIZALTH cARE PROVIDER
SERVICES
Hospital Services L '
Oufpatient Surgery $50 Copaymant
Oufpatient Therapy $20.00 Copayment Pes Visd
Oudpatient DX, Lab, X-Ray Covaredin Foll
Freestanding Oulpalient Care Centers
Quipatient Surgery . $50 Copayment
Qulpatient Therapy $20.00 Copayment Per Visit
Qutpatient DX Lab, X-Ray Covered in Full -




Primary Care Physician Services
Offica Visits
Inpatient Visils
Misceilansous Office Services
Injections ‘
Lab, X-Ray

Specially Care Physician Services
Oliice Visils '
Inpatient Visits
Consultationg :
Emersgency Room Visils
Miscellaneous Office Services

- injections
Lab, X-Ray
Radiclegy and Pathiology

Surgery as Inpalient

Same Day Suegery .
Surgical Care iy Provider's Office
Assistant

Anesthesia

Non-Strgical Spine and Back Disorder Treatment

Transplant

$10 Copayment Per Visit
Covered i Full

§ Covered in Full

Cavared n Full
Covered in Full
Covered i Full

$20.00 Copaymen! Per Visit
$70.00 Coezyment For Visit
$20.00 Copayment

$20.00 Copayment Per Visil
Govered in Full

Covered i Fult

Coveted in Fuil

|| covered in Fult -

Covered in Full
Covered In Full
Caoversd In Full
Coveted In Full

1 Covarad inFul

$10.00 Copayment Per Visit

Covered {n Full

JOTAL

thst

1

ve

ﬁiy';{

i1
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142.84
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EQUCATIONAL AND PREVENTIVE SERVICES :
General Health Educalion B -
Office Visi Educalion A
. : , Prevenlive Medical and Reproduciive
Prevantive Services A ~ |} Carels Subjectto a 8150 Calendar
V - - 3 Year Maximum Benefi
Heallh Assessmeal Exam A $25.00 Copayment Per Exam
Pedialiic and Adult lmmumiratione _ , Covarsd lnFun
Pap SmearsiMammograms, ele. |l Coverad In Full
Family Planning Services o Covered In Full
Oral Contraceptives . $8 / Prescription o Refil
" Conlraceplive Devicey ' $50 Copaymen! -
implantable Conlraceplive Devices : © | $50 Copayment
Rouﬁﬁev Eye and Ear Exams - Covered 25 Part of the $150 Benefid
S ' Allowance
Eyeglasses (qﬁildren through 18) [t Not Covered
Hearing Alds {chikdren Ihrough 18) Not Covered
Dental Sarvices {children thcough 18) - :
Preventive Services : Not Covered
Diefary Instnsction ‘ : Not Covered
TOTAL s
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MENTAL HEALTH SERVICES
- Inpafleat

Residenlial Treatment
Qu\p atient Trealment Services

SUBSTANCE ABUSE SERVICES
“inpatient -

Resldent]al Trealment

wutpa!le ™ Teaatment Services (40 vm!s)

$100.00 Copayment (days 1.5j, .
Balance Covered in Full

Not Covered
$10.00 Copayment Per Visil
{20 visits per calendar yea)

Not én\re.'zﬂ

Not Covered

Not Covered

TOTAL $2.90°
OTHER SERVICES ‘
CQurable Medical Equipment Covered in full 0.86
Orthatics and Prosthelics Cavered inFull 0.24
Skilled Nursing Services Covered I Fuit 0.14
Horne Heaith Care Semces Covered in Full 0.01
Hospice Coverad In Full :
Prescriptico Drugs $7 for Gene:ic; Braad Prescriptions are § $11.63

not Covered

TOTAL $13.68

* Includes the cumponen! price-lor all covered menlal health services -
** Includes the companent price for all covered men!a! heailh and substance services
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Projected Geographic Adjustiment to Reflect Anticipated Stalewide Expetience (0.975)

Projected Morbidily Adjusimen! to rellect Anticipated Enroliee Papulation (1.100)

Sub-total for, Tampa region (AA estimsle only)
Total PMPM Adjusted for Administration/Premium Tax/Surplyss - Assuming 15%

Toléi 111/93.PMPN‘}. T
CHPA Administralion Fee

Trend lo 1/1/94

TOTAL {Statewide)

.

.§ Tolal for Tampa region {AA est!mate only)

* Includes Provider Services




HMEDICARYE

A. Maintain Medicare as a separate pregramn.

Medicare is a nationwide health insurance program for the aged 4

and certain disabled persons. It consists of two parts: the
hospital insurance (part A) program and the supplementary medical
insurance (part B) program.

Medicare remains a separate program and continues to be
federally administered. Beneficiaries enrolled in part B continue
to pay a monthly premium. °~ The statutorily defined Medicare
benefits continue to be the Medicare benefit package in both fee-
for-service and managed care.

B. Tndividuals could maintain coverage through private health
plans when thev become eligible for Medicare.

Individuals have the option to remain in an accountable health
plan (AHP) when they become eligible for Medicare. If they remain,
they continue to receive the standaxrd benefit package with the full
range of options available to the non-Medicare population.

Plans may offer a separate rate for the Medicare-eligible
population. The Board is required to prescribe methods for risk
adjustment. :

For individuals choosing an AHP, Medicare will pay the federal
contribution calculated for Medicare risk contracts. Individuals
are responsible for paying the difference between the premium
_ charged and the federal contribution.

During the annual enrollment period, Medicare-eligibles may

choose a new plan through their employer/purchasing cooperative or
they may return to the traditional Medicare program.

C. Medicare Select would become a permanent option in all States.

Medicare Select 1is a demonstration program limited to 15
states (including North Dakota, Missouri and Minnesota) established
in OBRA 1990 to allow managed care organizations to deliver
supplemental benefit packages to Medicare beneficiaries. An
individual buying a Medicare Select policy is buying one of the 10
standard Medigap plans. The only difference is that Medicare
Select policies deliver care through preferred providers. The
program is scheduled to expire in 1995.

Medicare Select would be a permanent option in all States.
Medicare Select policies will be offered during Medicare’s
coordinated open enrcllment period. Plans may not discriminate
based on pre-existing conditions.
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D. Medicare risk contracts would be improved.

MEDICARE SYSTEM REFORM:

Medicare Health Plans: Medicare health plans must be Accountable
Health Plans willing to provide all Medicare benefits under a risk
contract for a uniform monthly premium for a year. Employers may
sponsor Medicare health plans for former or current employees.
This increases the choice of plans to beneficiaries -- may be PPOs,
indemnity plans, traditional HMOs, or other insurance arrangements.

Standard Benefit Packages: -:Medicare health plans will offer a
standard benefit package comprised of the current Medicare benefits
defined in statute or an alternative package, defined by the
Secretary, covering identical services but with cost-sharing
consisterit with typical managed care practice.

Standardize the supplements that risk contractors may offer in
addition to Medicare benefits. Medicare health plans must offer
two supplements: one which would cover catastrophic costs and
other items traditionally covered in employer-sponsored plans, and
one covering outpatient prescription drugs. The standardized
medigap plans would be made comparable to the standardized risk
contract supplements.

[opticn: The current standardized medigap plans would be changad
to prohibit Medigep from f£illing in moxe than one-half of the 20%
part B coinsurance. Beneficiaries currently holding Medigap plans
covering the entire 20% coinsurance would be exempt from this
change as long as they renew their current insurance.]

Medicare Market Areas: Move from counties as the geographic area
* for uniform capitated rates to MSAs plus adjacent rural areas to be
defined by the Secretary. The federal contribution for a Medicare
health plan will be the same throughout the Medicare market area.

Enrollment Process: Medicare beneficiaries will  have a
coordinated annual open enrollment period to choose from all plans
(including Medigap insurers) offering products to Medicare
beneficiaries. Plans may not discriminate based on health status
and must take all comers. An appeal process is provided to allow
beneficiaries to disenroll between annual enrollment periods.
Medicare beneficiaries will have the opportunity to disenroll if
their primary care physician leaves the plan’s network.

Beneficiaries not selecting coverage through the enrollment
process will be automatically enrolled in Medicare fee-for-service,
unless they selected a health plan in the prior year.

Uniform Informatiogn: The Secretary of HHS will provide to all
Medicare beneficiaries in a market area uniform materials for
enrolling in health plans. The Secretary will also provide uniform
informational materials including quality information, plan
features, restrictions and price. Also, the Secretary will review
and approve all marketing materials to be distributed by plans.




PAYMENTS TO MEDICARE HEALTH PLANS:

AAPCC Calculation: Reguires that the AAPCC be a direct calculation
in each market area, adjusted to reflect anomalies like the use of
military/veterans/other facilities.

Federal Contribution to Health Plans:

option 1l: (pure price competition)

The federal contributidn.is calculated as the average of fee-
for-service per capita cost in the market area and the premiums
submitted by Medicare health plans to the Secretary to provide
Medicare benefits.

option 2: (FFS cost is not included in the calculation)

The federal contribution will be the lower of: 95% of AAPCC
(adjusted fee for service costs), or the average of the premiums
submitted by Medicare health plans to the Secretary to provide
Medicare benefits.

The Secretary will determine the amount of savings achieved
from enrollment in Medicare health plans with federal contributions
below 95% of AAPCC and will have the authority to increase this $5%
sof AAPCC ceiling in Jow cost areas.

Rick Adjusiment: Strengthen the risk adjustment by erplicitly

allowing the Secretary to adjust for heart disease, cancer, ox

stroke. Also, give the Secretary authority to impose penalties on

plans that knowingly discriminate against beneficiaries based on
- health status.

Beneficiary Premiums/Rebates: Beneficiaries pay the difference
between the federal contribution and the total premium charged by
the health plan they select. If the health plan’s premium is less
than the federal contribution, the beneficiary is entitled to a
rebate that they may take in cash or apply to supplementary
coverage. The rebate would be treated as non-taxable income.

Beneficiaries eligible for Medicare prior to 1999 may always
enroll in Medicare FFS (regardless of local costs) for the regular
part B premium only. , :

If the federal contribution is less than 95% of AAPCC and the
beneficiary selects Medicare FFS, the beneficiary pays an
additional premium to the Federal Government equal to the
difference between the federal contribution and 85% of AAPCC.
(This is only applicable in areas where plans, on average, are
providing Medicare "benefits for less than FFS.)
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Assessment of Risk Contracts: Create the Health Plan Payment
Assessment Commission to provide on-going, comprehensive analysis,
review, and recommendations regarding Medicare payments to health
plans.

E. Administrative Simplification.

Gives the Secretary authority to consolldate the functions of
fiscal intermediaries and carriers.

Provides for coordination of Medicare and supplemental
insurance claims processing. ' :

Permits standardized, paperless process.

F. Improvements in hospital payment methodologies would include: -

1. Medicare Dependent Hospitals:

o Maintains Byrd bill provisions that would (1) base payments on
a 36 month period beginning with the first day of the cost
reporting period that begins on or after April 1, 1390; (2)
conform target amounts to extension of additional payments;
and (3) clarification of updates. Would extend Medicare-
dependent hospital classification thxrough 1998.

o Demonstration project regarding payment to ]a'UCL Madicare
dependent hospitals: The Secretary would establish a
demonstration project to determine the effect that the use of
a modified payment system by larger Medicare dependent
hospitals would have on (1) the cost of care under Medicare
Part A, (2) access of Medicare beneficiaries in rural areas to
quality health care and (3) the development of integrated
health delivery systems in rural areas. During the period of
the demonstration project, payments to participating hospitals
would be equal to the sum of the amount determined on the
basis of the average hourly wage index computed for the
nearest urban area in the region in which the project is
conducted, as adijusted by the national adjusted operating
standardized labor amount for rural areas.



FACH/RPCH program improvements and‘extension o all States:
Expands the EACH/RPCH program to all states.

Treatment of hospital inpatient services in a Rural Primary
Care Hospital:

Maintains the Byrd bill provisions that (1)} a RPCH cannot
have more than 6 beds; (2) the RPCH cannot perform surgery or
any service requiring general anesthesia (unless the risk of
transferring the patient outweigh -the benefits); (3) the
Secretary can terminate the RPCH designation if the average
length of stay for the previous year exceeded 72 hours. In
determining the average length of stay, cases which exceed 72
hours due to inclement weather or other emergency conditions
are not included in the calculations; and (4) the GAO must
submit a report determining if the revised RPCH criteria have
resulted in RPCHs providing patient care beyond their
abilities or have limited RPCHs’ abilities to provide needed
services; (5) eliminates the Byrd provision requirement that
the attending doctor must certify that the patient is expected
to be discharged within 72 hours.

Designation of EACH hospitals

Maintains Byrd bill provisions that (1) urban hospitals
can be designated as EACHs and do not need to meet the 35 mile
criteria, but do have to meet all the remaining curxyxent law
criteria. Urban EACHs would still be subject to the Medicare
Prospective Payment System; (2) hospitals lecated in adjoining
states and otherwise eligible as EACHs - and RPCHs can
participate in a state’s rural health network and these
hospitals or facilities are permitted to receive grants

Skilled Nursing Facility Services in RPCHs

Maintains Byrd bill provisions that permit RPCHs to
maintain swing beds except t hat the number of swing beds may
not exceed the total number of swing beds established at the
time the facility applied for its RPCH designation. Beds in
a distinct-part SNF do not count towards the total number of
swing beds.

Maintains Byrd bill provision to extend the deadline for the
development of prospective payment system for inpatient RPCH
services to January 1, 199%6.

Payment for outpatient rural primary care hospital services

The RPCH may be paid by the two payment methods as
specified under current law until the development of an all
inclusive PPS-for outpatient RPCH-services in January 1, 1996.
Customary charges are not used when determining these payment
rates.

Clarification of physician staffing requirement for RPCHs



Maintain Byrd bill provision which clarifies that
physician staffing criteria only apply to doctors of medicine
and osteopathy.

O. Maintains Byrd bill technical amendments relating to Part A
deductible, coinsurance and spell of illness.

o] Authorization of.Approprlatlons of $15 million annually for FY
1990-1998. :
e} Antitrust protections: The DOJ/FTC would be instructed to

issue formal gquidelines for EACH/RPCHs.
o ‘No limitation on numbef'of RPCHs in non-EACH states

The Secretary would be permitted to designate an
unlimited number of RPCHs in non-EACH states. The RPCHs must
establish relationships with a full-service rural hospital
that meet the same criteria as EACHs with the exceptlon of the
criteria that the EACH have 75 beds.

o Pilot Program for clinically based alternative to the 72-hour
rule

- HHS would be required to conduct a pilot program that
would allow RPCHs to admit patients on a limited DRG basis
instead of using the 72-hour average length of stay criteria.

3. MVaking Medical Assistance Facilities permanent and availaple
to all States: .

Codify the MAF requirements into Medicare, allowing Medicare
to reimburse on a cost basis those facilities which meet the MAF
requirements. The key MAF requirements are (1) the facility is
located in a county with fewer than 6 residents per square mile or
is located more than a 35 mile drive or 30 minutes from a full-
service hospital; (2) provides inpatient care for a period no
longer than 96 hours, and provides emergency services to ill or
injured persons prior to admission to the facility oxr prior to
their transportation to a full-service hospital; (3) permits a PA
or NP to admit and treat patients under the medical direction and
supervision of a physician who need not be present in such a
facility.

Would develop a grant program for states that operate MAFs.
The grant program would be modeled.after the EACH/RPCH program.

4, Extension of the Rural Health Transition Grant Program:

Extends the program through FY 1998 with authorized
appropriations of $30 million annually, FY 1993 - 1998. Reports
from grantees would be required every 12 months. BAs of October 1,
1994, RPCHs are eligible for rural health transition grants.



I. SYSTEM REFORM:

MEDICARE REFORM

Medicare Health Plans:

Current Law:

Proposal:

An eligible organization is a public on
private HMO or competitive medical plan which
is federally qualified or meets certain
requirements.

Medicare health plans must be Accountable,

Health Plans and willing to provide all
Medicare benefits under a risk contract for a
uniform monthly premium for a year. Employers
may sponsor Medicare health plans for former
or current employees. .This increases the
choice of plans to beneficiaries -- may be
PPOs, indemnity plans, traditional HMOs, or
other insurance arrangements. :

Standard Benefit Packages:

Current Law:

Proposal:

Risk contracting HMOs must, at minimum deliver
Medicare sexrvices (defined in statute).
Supplements offered by risk contracts and
retiree wrap-around coverage are not
standaxdized. :

There are 10 standardized Medigap insurance
policies which insurers may offer Medicare
beneficiaries.

Standardize the Medicare benefit package for
risk contracts. Risk contractors may offer
either the benefit package as provided in
statute or an alternative package covering
identical sexrvices but with <cost-sharing
consistent with typical managed care practice.

Standardize - the "supplements that risk
contractors may offer in addition to Medicare
benefits. Medicare health plans must offer
two supplements: one which would cover
catastrophic ' costs and other items
traditionally covered in enployer-sponsored
plans, and one covering outpatient
prescription drugs.

The standardizedbmedigap plans would be made’

.
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comparable to the standardized risk contract
supplements. The current standardized medigap
plans would be changed to prohibit medigap
from filling in more than one-half of the 20%
part B coinsurance. Beneficiaries currently
holding medigap plans covering the entire 20%
coinsurance would be exempt from this change
as long as they renew their current insurance.

Medicare Market Areas:

Current Law: The capitated payments to Medicare HMOS is
determined county by county.

Proposal: Move from counties as the geographic area for
uniform capitated rates to MSAs plus adjacent
rural areas to be defined by the Secretary.
The federal contribution for a Medicare health
plan will be the same throughout the Medicare
market area.

Enrollment Process:

Current Law: A  participating plan must have an open
enrollment pexiod of at least 30 days duration
every yeaxv.

Proposal: All plans (including medigap  insurexrs)
offering products to Medicare beneficiaries
must participate in a coordinated process by
which beneficiaries will select their Medicare
and supplemental coverage once a year. Plans
may not discriminate based on health status.
An appeal process would be provided to allow
beneficiaries to disenroll between annual
enrollment periods. Medicare beneficiaries
will have the opportunity to disenroll if
their primary care physician leaves the plan’s
network.

Beneficiaries not selecting coverage through
the enrollment process would be automatically
enrolled in Medicare FFS, unless they selected
a health plan in the prior year.

Uniform Information:

Current Lawi ~ Beneficiaries are given general information
regarding the Medicare program at the time
they enroll in Medicare. There is no effort
to compare price, quality or other aspects of



Proposal:

Medicare HMOs with Medicare FFS. Information
mostly relies on the insurance industry’s
marketing efforts.

The  Secretary would provide to all:
beneficiaries in a market area uniform
materials. for enrolling in health plans. The
Secretary would also provide uniform
informational materials including quality
information, plan  features, beneficiary
restrictions and price. Also, the Secretary

would “review and approve all marketing
materials to-be distributed by plans.

II. PAYMENTS TO MEDICARE HEALTH PLANS:

Federal Contribution to Health Plans:

Current law:

Proposal:

Opt #1:

Opt

Sk
to
.-

The Secretary calculates the average fee for
service per capita cost nationwide and adjusts
it by age, sex, institutional status, Medicaid
eligibility and geographic county. The

. federal contribution is 95% of this amount

(the ARPCC). '

. The federal contribution will be the average

of fee for sexrvice per capita costs and the
average of the premiums submitted by Medicare
health plans to the Secretary to provide
Medicare benefits.

The federal contribution will be the lower of:
- 95% of AAPCC, or
- the average of the premiums submitted by

Medicare health plans to the Secretary to
provide Medicare benefits,.

Beneficiary Premiums/Rebates:

Current law:

Beneficiaries pay the part B premium to the
Federal Government and pay any additional
premium to the Medicare HMOs directly for
Medicare benefits or supplementary coverage.

- Medicare HMOs may not give beneficiaries
rebates on their part B premium, but are
~required instead to increase benefits.



Proposal:

Beneficiaries continue to pay part B premium
to the Federal Government. ‘

Beneficiaries continue to pay the difference
between the federal contribution and the total
premium charged by the health plan they
select. If the health plan‘s premium is less
than the federal contribution, the beneficiary
is entitled to a rebate that they may take in
cash or apply to suppléementary coverage. The
rebate would be treated as non-taxable income.

If the federal contribution is less than 95%
of AAPCC and the beneficiary selects Medicare
FFS, the beneficiary pays an additional
premium to the Federal Government equal to the
difference between the federal contribution
and 95% of AAPCC. This requirement is waived
for all beneficiaries eligible for Medicare
prior to 1999, who can always enroll in
Medicare FFS for the regular part B premium
only.

Refinements to the AAPCC Calculation:

Current law:

Proposal:

The AAPCC is an indirect calculation, and includes
aberrations (working aged, use of
military/veterans/other facilities).

Require that the AAPCC be a direct calculation in
each market area, adjusted to reflect anomalies
like the use of military/veterans/other facilities.

Risk Ad-iustment:

Current Law: Risk adjusts for age, gender, institutional

Proposal:

status, Medicaid eligibility and geographic
county. Although the Secretary has the
authority to add a health status adjuster, no
adjustment is currently made.

[Mathmatica’s December 1993 study cited the
lack of a health status risk adjuster as a
reason why Medicare paid more for enrollees in
managed care than it should have. ]

Strengthen the risk adjustment by explicitly
allowing the Secretary to adjust for heart
disease, cancer or stroke. Also, give the
Secretary authority to impose penalties on
plans that knowingly discriminate against
beneficiaries based on health status.



Low Cost Market Areas:

Current Law:

Proposal:

There is no allowance under current law for
increasing the federal contribution in low
cost areas. Consequently, Medicare HMOs have
concentrated in high cost areas where the.
capitated payment is vexry high relative to
more of the country.

The Secretary will determine the amount of
savings achieved from enrollment in Medicare
health plans with federal contributions below
95% of AAPCC. The Secretary will have the
authority to increase this 95% of AAPCC
ceiling in low cost areas.

Assessment of Medicare Risk Contracting:

Current Law:

Proposal:

The Prospective Payment Assessment Commission
provides recommendations to the Congress on
payment methodologies for hospitals and other
services covered under Medicare part A. The
Physician Payment Review Commission provides
recommendations regarding physician payment
and other services covered under part B.

Create the Health Plan Payment Assessment
Commission to provide on-going, comprehensive

~analysis, review, and recommendations

regarding Medicare payments to health plans.

ITYI. MEDICARE SIMPLIFICATION:

Medicare simplification:

Current Law:

Proposal:

Medicare services are paid through fiscal
intermediaries and carriers.

Gives the Secretary authority to consolidate
the functions of fiscal intermediaries and
carriers.

Provides for coordination of Medicare and
supplemental insurance claims processing.

Permits standardized, paperless process.



IV. MEDICARE COST CONTAINMENT

Cost containment:

Current law: Medicare pays physician services based on a fee
schedule. Hospitals are paid on a per episode
capitated fee. 1In addition, Congress has reduced

provider payments repeatedly over the years to
achieve further savings in the program.

Proposal: Replace the proposed across the board cuts with a
local growth target in market areas with Medicare
costs of at least 90% of the national average.
This limit could include all providers (FFS and
health plans).

Also, we would like to propose the following:

Provide for demo projects to test the feasibility
of establishing volume performance standards by oxr
within states, specialties, hospital medical staff,

or groups of physicians. [This provision was
introduced in 1991 by Senators Rockefeller and
Durenberger. I understand the Administration has

been looking at doing this.)



COST CONTAINMENT:
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A. AUTOMATIC FAIL SAFE BUDGET PROTECTION

expenditures (projecuad Medicare
and xcalcalq spending L1sssS reforms included in tne proposal

n and including tax spending) is established. IZ additional
A savings are achieved, the voucner rhase-in is accelerated. If
o savings are less than enticipated, the following automatic
AT actions will occur to prevent GeflClt spending -- the voucher
Vf':gwﬁ" . phase-in is delayed, the assessmernit on high cost insurance
Wh ,zfj plans is &mpFemere=dy the expanded ‘tax deduction phase-in is
A *Qlomea down and out-of- ﬂocket limit 1is increased for health
- ///nSﬁrance -- or C(Congress may  &ct on. an . alternative
recommendation by the Health Commission.

jncrss A

B. PENALTY FOR HIGH COSTAHEALTH PLANS ‘DESCRIPTION NEEZDED

C. INDIVIDUAL AND SMALL EMPLOYER PURCHASING GROﬁPS

! ing-grouwps— The
membership of thece DurcnaSLng groups wléi;fj limited to

employers and employees in businesses of( 100 Jor fewer
employees, and to all other individuals enrolled in a
health plan who live or work in tbe State desxgnated area.
Nothing in this Act requires the establlshment cf a
&ﬁqvi% “ purchasing- group -- nor prohibits the establishment o: meore

- AR
oA

than one -- in an area. L Tl s 5L¢J&/ PN }Mdghx [
Critnt s ps v s « il st < p i ‘7'“’7 ~t J\ 2 el
Establishment, Organization, Duties : /n/mJ;vv,'qﬂ,

An individual and small employer purchasing group will be
required to: :
Z ‘sr\',r\—/ll'v'\ EEe

®  be chartered under state law and operated as a_not-for-
profit corporation (insurers are prohibited from forming
small employer purchasing groups or having a majority vote);

® be governed by a Board of Directors consisting of members of
the group;

® fulfill the following duties:

-— enter into agreements with qualified health plans;

- . Farket] qualifi alth plan sire
L State “Gnated arsas )

- enter into agreements with small employers
and lnd1v1dualS'

R
- et a}iijvi /£a~“ - ‘“'7' .§Y“'~4%?A“”L”\
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ACCOUNTABLE HEALTH PLANS
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crancaragizea infeormation TO members

Zisseminate

regarding price, cutcecmes, énroilee satisziacticn, and

other nformation pertzining to the guality oI the

silans cifered within the group, &s well as informaticn

:egarding other gualifisd plans operating within trhe

State cesignated area;

cecans La.LAw/77\‘*A‘“\
“Ifer,P*lGlDle individuvals the oooortunltv to enrcll in
~gualified general access plan, gnd to change tlans

:hrcugh &N Open season process. . ; ”}
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TANDARDS FCR ACCOUNTABLE&HEALTH PLANS: The National
iation of Insurance Commissioners (NAIC) is directed to

op standards for health plans within six months oI
ment. In most cases, states will determine whether or
plan meets these standards. In the event the NAIC

not meet the deadline, the Secretary of Health &nd
Services (HHS) will finalize standards within one vear
actment. ,

fied health plans must:

guarantee eligibility to all applicants;

guarantee availability of covered services thrcughout
the state designated area in which the plan is ofiered;

"guarantee renewal to all enrollees, ‘except in instances

of -non-payment of premiums, fraud or misrepresentation,

.or relocation outside the area;

not diseriminate on the basis of health status:

not deny or limit coverage based upon preeXLStlna
condltlons‘ ' /o ~ o fb HJ~A.

offer the benefit packages to all enrollees, and
throughout the entire state designated area
(supplemental benefits would have to be priced and
offered separately); .

. {\J N Ty, L»’ﬁ;v'\ 4
provide for azbéé:atrcn to resolve benefit, service and
medical liability disputes; » :

meet financial solvency, enrollment and guality
assurance criteria;

meet premium payment and collection criteria;

comply with rating requirements that limit the
variation in premiums charged within a state designated

I P T
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7 Covered Services:
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area to IZzmilv status end age;
participate In a risk “Gjhctmeﬂt procram of the State
(or the ¥HS Secretary) to egualize the risk among plans
50 no plan is penalized for chan TZO many pooxr health
particiczants; -

comply with edministrative stancards znd reporting
requirements;

meet reguirements for designated underserved areas;

least conce a year, swch information as=the
€ "%S~Seg;eLaE¥“4deaeagane—a@xu;4dw3u15~%hewm
~ necessary to

provide,

at
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evaluate the oerrormance of the Dlan, and prepare
comparative materials for review by consumers.

'STANDARD BENEFIT PACKAGE -

coverage of the items and services descrired below only for

treatment
#8r appropriate as defined in S.

@Ezfﬁ?erger.

1770 as amended by

fﬁﬁﬁfﬁéﬁt‘ﬁﬂdﬁ@ﬁtpﬁtiént“care.

Emergenty, inCluding‘approériate transpoﬁt services.
Clinical preventive services, including services for
high risk populations, immunizations, tests, or
cllnLCLan visits.

Mental illness and substance abuse.

Family planning and services for pregnant women.
Hospice care.

Home health care.

Outpatient laboratory, radiology and diagnostic.

AOutpatient prescription drugs and biclogicals.

Outpatient rehabilitation services.

Vision care, hearing aids and dental care for

AlnleldualS under 22 years of age.

Investig&tional treatments.

A gudlified health plan shall provide for -

and diagnostic procedures are medically necessary o
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REQUIREMENTS ON LARGE EMPLOYER PLANS

1 plovees Health Benezlb Program (FEHBP)
czndards for large employer plans. Neither
nor their employeeés 'may purchase insurance
through an individual and small emplover purchasing group.
However, large 9?plovers are free to form purchasing groups
of their own, cr with other large emoloyers.t

l’) .

under the reae
must meet the
large emplover

equirements I:or lzrce emplover plans, including multiple

emnlover curcnasi:g croups, multiemployer znd seli-insured
plans. Generallwv, the insurance market r2form standards
that apply to tasz ir ivicdval and small employer group market
also apply to lzrge emplover plans. However, the rules vary
somewnat, since many izrge cmolover Dlans are szlf-insured
Or operate on &n interstate basis. Health plans cifered

~

s

s,

i

Standards for Large Employer Plans

The HHS Secretarv shall develop standards for large employer
plans to require that they: .

o guarantee zvailability to all eligible employees (with,
certain exceptions for collectively bargained plans);

L not discriminate on the basis of health status;
o prohibit exclusion of coverage based upon preexisting
conditions;
K guarantee to all enrollees coverage for the standard

health benefits;
® meet quality assurance criteria;

® provide standardized information to evaluate the
performance of the plan.

The Secretary of Labor shall develop standards for large
employer plans to require that they:

o meet financial solvency requirements, consistent with
- Section 414 of ERISA;

® meet premium payment and collection criteria;

[ provide med;at;on procedures for hearlng and resolv;ng
malpractice claims; )

* offer both the standard and catastrophic benefit
packages;

o prcvidé‘én alternative plan‘if more than 50% of the



-

2ligible employees =5 elect (applies only when T
smplover makxes no c¢ontrizution to the plan c¢n o
its emplovees); -

7‘!)
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o provide for eguitzble enrollment criteria.

Corrective Action/Disqualifications/Termination: IZ either
Secrstary, Or a plan spcnsor, determines that z plan cannot
meetr these standards, corrective actions must e taksn
witnin 90 days. ' If corrections cannot be made, the tTwo
Secretaries shall develcp an action plan for ccncluding the
affairs of the plan and for reaulrlng contingent ccverage

for the effectea emolovees.
G. INSURANCE MARKET REFORHS,

Consumer protection and market reforms. These include
requiring brokers or insurers who offer coverage in a
gqualified health plan, cutside of a purchasing group, to
furnish prospective enrollees with standardized information
DIOVlQed by the State on all cuallf ed health Dians WLEhln

hea;th plans from cnarg*ng dlscrlmlnatory commissions cr
prices based upon health status; prohibiting insurers
offsring health plans from conditioning the purchase 0f a
gualified plan on the purchase of other insurance products.

H, AMENDMENTS TO ERISA

This part conforms the Employee Retirement Income Secu

Act (ERISA) with the standards applicable to large emp
.plans (including self- insured, fully insured and multi- state
plans) undexr the bill. It ellmlnates the applicability of
ERISA to small employer health plans and large emplover
health plans that are fully insured.: It grandfathers
certain existing Multiple Employer Welfare Arrangements
(MEWAs ), and restricts the creation of new MEWAs to those
who can meet specified certification requirements.’' And, it
provides for repeal of COBRA upon full implementation of the
HEART Act. . -

Coverage of Group Health Plans: Current ERISA law is
retained with respect to self-insured health plans.
However, ERISA does not apply to health coverage provided
through an insured health plan. Except in the limited
instances where another exception applies, those plans not
regulated under ERISA will be regulated under the
appropriate State authorities. Plans regulated by ERISA
must comply with various sections of current ERISA law
regarding claims procedure, civil enforcement and related
issues, under the oversight of the Secretary of Labor. They
must also me&t new reporting and disclosure requirements
which may include expedited reporting.
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I.

Treatment of Multiple Emplover Welfare Arrangements

(MEWAs): MEWAs providing healthr benefits that receive
certification by the Secrstery of Labor will be treated
as lzrge emplover plans. MEWAs seeking IO commence
operztions at ‘ter January 1, 1894, may only do so upon

certiliicaticn by the Secrestary of Labor that the
rrangement meets specified criteria (e.g., solely
provides medical care, 13 organized by a group with a
purcese other than providing hezalth insurance, éand is
ponsored by an entity described in this Act).

v{)»

14

m

Revision of COBRA Continuation-of-Benefits
Requirements: Repeals CCBRA continuation-of-benefits
. requirements upon full implementation of this Act,
since market reforms contained in the Act will prov;de
-all =2ligible employees with guaranteed access to
continued coverage.

-

ROLE AND STRUCTURE OF NATIONAL HEALTH BOARD -
Cp pammd =555

The Zz=r=d would be authorized to: develop recommendations to
clarify covered benefits and cost-sharing; develop interim
coverage decisions in limited circumstances; consult with
expert groups for appropriate schedules for covered
services; propose modifications to the benefits package that
would not go into effect unless enacted by Congress under
base- closxnc procedures.

H

Congressional priorities: within the constraints of the
actuarial limits, Congress directs the Commission to adhere
‘to the following priorities. ‘

a) ?arity for mental health, with emphasis on designating
a set of managed mental health services for maximum
flexibility and efficiency

b) consideration for needs of children and vulnerable
{populatlons, including rural and underserved persons.
(,-) — '\_,.‘

"The standard benefit package can not exceed the actuarial
> value equivalent of the Blue Cross/Blue Shield Standard
Optlon under the Federal Employees Health Benefits program.

The ooard shall establish multiple cost sharing schedules

-that vary depending on the delivery system by which health

-care is delivered to-individuals enrolled in a qualified

health plan as well as a "catastrophic” (high deductible)

option designed to prevent adverse risk selection when

comblned with the Flsk adjustments called for in b%ll g
N 7

o ,‘Lc chN : Py 4 L (,..~
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Establlshmenﬁ Dutles, ration: The Health Board shall be:
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] zppoinztzd rv the Presiden
congressicnal _saaersnio; .

9 charged with development and subseguent modificaticn of
Zetaiizl penelit cackages;

= . -

If the Board ic advised by the Dlrector 0 OMB that e ﬁéﬁﬁg

baseline scending has re2en exceeded, &t—= : L
*eeemmefeeﬂu:@ee:~eafr073'to the Congress to close the cap.

~\\ ,/-A.;_,_'A—W\7-l'\ ¥
If <he Boarc fzils tTo submit such:recommendations, or

il

Congress fails to adopt them, then the following automatic
actions will occur to prevent deflc1b soendlng

-~ e
-= implementation Of’ ehe assessment on high cost lnsuranceﬁ\\

plans;
~-- a reduction \n eilGlDlllty for uhe voucher procram'
- a reduction in the expansion of the tax deduction
-—- - an increase in the out-of-pocket limit for health

insurance.

STATE AND FEDERAL RESPONSIBILITIES IN RELATION TO QUALIFIED
HEALTH PLANS

N

STATE RESPONSIBILITIES: Sets forth state responsibilities,.
including the designation of areas; certification of plan
compliance with insurance market reform standards;:
development of risk adjustment programs; and, other
important duties. As certifying authorities, the states
will play a critical role in ensuring fair competition among
gqualified plans, appropriate consumer protections,. and the
provision of stanaardlzed plan comparlson information to
consumers.

State Programs: Within one year of the promulgation of

‘insurance reform standards, each state must establish a

program to carry out the following responsibilities:

® divide the state into one or more areas, the boundaries
of which may be revised periodically, and/or make
agreements with other contiguous states to set up
interstate areas (no metropolitan statistical area may
be incorporated into more than one area; and each area
may not consist of less than 250,000 residents;

'@ provide procedures for the establishment and operation

of individual and small employer purchasing groups,
including specifying the voting rlghts of purchasing
group members; .

® prepare and make available information about prices,
outcomesy and enrollee satisfaction for each gualified
health plan operating within the state;
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o establish & risk :diUStment ocrogram tTo ensure a
balanced d:istribution of risk among individual and
small emplcver plans operating within each specified
area;. :

-] establish en arbitration process wnhich must be used by
plans to r=zsolve disputes concerning payment claims or
provision coi benezZits under a cuallf;ad realth plan,
requests icr prePuthorlzatlon of items or services, or
determinaticns bv plans that items cr services are not
medically nscessary or appropriate; '

° specify an znnual open enrolilment period of not less
than 30 days.

Waiver of Requirements dach state may supbmit an application
to waive the reguirements relatlng to the treatment of -
metrropolitan statistical areas in drawing the boundaries of
.specified areas and the corporate structure of a>purcha91ng
group. The HHS Secretary will establish criteria and an
expedited procedure for the consideration of these waiver .
applications. Limitations to these waivers are as follows:
o -in establishing boundaries for each specified area, a
state may not discriminate on the basis oi race,
religion, national origin, socio-economic status,
disability or perceived health status;

o the waiver process may not be used to establish a
single-payer system.
K. FEDERAL RESPONSIBILITIES

Sets forth certein authorities for the HHS Secretary as
- follows:

° act as a state program for health plans ocifered by. an
employer with employees in two or more states;

[ designate State specified areas, if a State fails to
+ make such designations; :

o act as a state program if the state program is not in
compliance'with the requirements of this Act;

®  establish rules, identifying the state (and State
specified area) in which individuals reside.

g



II. UNIVERSAL COVERAGE

::ov1des access to health inzurance ccoverage uﬂder a QLallLled
“e2ith rien for all U.8. cizizens and lawful 51dents nct
covered under Medicare; ==ts Iorth ellngl'ltV and programmatic
::P*lremants for low-inCome zssistance vouchers to nelp Tay Zor
nealth plan premiums, zets & timeteble to reach universal '
coverage ov tde vear 2002, znd esteblishes a baseline for Federal

Voucher Phase—In

Low-income individuals wlll receive vouchers to purchase
heaith insurance. By"1397, individuals and families with
incomes. below 90% of the federal poverty level (who are not

eligible for Medicaid) will receive a voucher to purchase
heaith care insurance 1h:rcmgn gualified health plans in the
small employer and individual marketplace. By 2002 the

coverage will increase to 240% of poverty. At 100%, the
subsidy covers the full premium, up to the appllcaple
dollar limit”; federal zssistance phases out at 240% oI
poverty. ’

Expanded Access to Employef Plans

Employers are reguired to make available to eligible
employees enrollment in a qualified health plan for all
eligible employees. Employers must provide information on
plans available in the local area. Lmolovers must provide
for a payroll deduction when notified of the emoloyee s
enrollment in a qualified health plan, if authorized by the
employee. Employers are neither required, nor precluded
from contributing to the cost of employee health coverage.

UNIVERSAL COVERAGE

The Health Board would report to Congress every 2 years on the
demographics of the uninsured, and its findings on 'hy those’
individuals were uninsured. ‘

In the event 96% of all Americans do not have health insurance by

2002,

the Board will develop-a package of recommendations to

Congress designed to reach universal coverage.

If- Congress failed to act on the Health Board package or defeated
it without enacting an alternative, an automatic "Free-Rider”
penalty would be imposed upon:

- Individuals who do not procure coverage (a special

provisioen will be included ‘allowing childless -
individuals under 30 to purchase catastrophic coverage



instead of the uvnifcrm Cenerit pian)..

ACCESS FOR THE UNDERSERVED
Community-Based Primary Care Grant Program

The HXS Secretary will establish a program to administe
grants t: the states for the purpose of creating or enhancin
communl*"-basea primary care entities that Drovide,services o)
_ow-wnCO“o or medically underserved populations. This provision

is designed to complement the existing Ifederal Communltv and
Migrant Hsalth Canter programs bv making flexible funding
available to local public health departments, rural hOSplt als,
and other cublic and prlvatglcommunlty care entities. .

1) 1

The intent is to better address the needs of those ragiocns
of the c*“ntry with few federal Community and Migrant Health
Centers ‘2nd  to assist facilities which may be providing low-cost
primary care, but may not possess a wide enough array of services
or personnel to gualify as Community Health Centers.

Enhanced Assistance for Communlty Health Centers and
Federally Qualified Health Centers

° Expanded resources will be provided for the current
Community and Migrant Health Center programs, and the
related Federally Qualified Pealth Center program;

e this prOvision is intended to complement the state-based
community primary care grant program described above. Zoth
provisions.-are aimed at addressing the shrinking
availability of primary health care services in the
country’s rural and inner-city communities.

Tax Incentives for Practice in Rural, Frontier, and
Urban Underserved Areas

® - Physicians practicing in rural, frontier, oxr underserved
urban areas are allowed a tax credit equal to $1,000 a
month. Nurse practitioners and physician assistants would
also be ellglble for a similar credit equal to $500 per
month;

® loan repaYments under the National Health Service Corps Loan
Repayment Program are excluded from taxable income;

® the cost of medical equipment, limited to.$32,500 annually,
used by a physician in a rural health professional shortage
area can be immediately expensed;

@ interest, up to $5,000 annually, paid on educatlon loans of
' a physician, . registered nurse, nurse practitioner, or
physician’s assistant is allowed as an itemized deduction if



the individual zcrees to practice in & rural community.

i

Development of Networks of Care-in Rural and Frontier
Areas :

tary is authorized to waive certain Medicare
eand Medicaid reguirements for cemonstraticn projects to
operate rural health networks. Public.and private entities
may apply for such waivers. The Secretary may award grants
1o assist crganizations in rurazl networks planning;

~

- ] The HHS Secrs

(D 1Q H

o the Secretary will conduct a study on the benefits of
developing & suvopiemental beneiit ‘package and making
available premiums Lhat'wlLl improve access to health
services in rural areas. I '

Rural and Frontier Emergency Care

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

) oifer a matching grant program for improving state EMS

' © services. These grants will encourage better training for
health professicnals and provide necessary technical
assistance to public and prlvate entities which provide
emergency medlcal cervxces,

[ 2 provide federal grants to states for telecommunications

' demonstration projects linking.rural and urban health care
LaCllltlES‘

¢ establish an Office of Emergency Medical Services to provide

technical assistance to state EMS programs;

e federal grant support will also be provided to the states
for the development of air transport systems to enhance
access to emergency medical services.

Rural-: cammunlty hospltals meetlng Ellglblllty criteria may
qualify as Rural Emergency Access Community Hospitals (REACHs).
This program will permit existing rural community hospitals
participating in the Medicare program to maintain their current.
status if they meet standards of eligibility as a rural emergency
access facility. Current special reimbursement to small rural
Medicare--dependent hospitals enacted in Omnibus Budget
Reconciliation Act of 1989 will be extended.

PRIMARY CARE PROVIDER EDUCATION

~a

This subtltle features mechanisms to lncrease the number of
primary care phys;cxans



Medicare GME Demonstration Project

iicw up to seven states tTO ekxperiment

The Secretary will allc
with Medicare dirszct graduate medical education ( DME)
payments to incrzzze the number of primary care physicians.
Under this progrzm:, cualifying states may use different
welgntlng factors, Or & comm unlty based heaith care training
consortia, Io Q*rECt‘a creater share of iis DME funds for
primary care medicazl education. A consortia will be
composed of tesaching rosp itals, medical schools, and
ambulatory training sites, with the goal of increasing the
providers; | ‘

number of primary care

up to seven training E*nSOrtia nationwide will be eligible

to receive Mediccro DFME waivers directly from the Secretary.

Each such consortium will be permitted: to determine the most
appropriate mechenism to use its DME resources to increase
the. number of primary care providers, including distributing

"funding to medical schoolis.

Community-Based Physician Training

Medical resident training time in non-hospital-owned
community-based ssttings will -begin to be counted in the
determination of full-time-equivalent residents for the
purpose of making Xedicare DME payments with the goal of
moving more resicdsncy training out of hospltals and into the
community; .

for the purpose c¢i Medicare indirect graduate medical
education payments (IME), training time in non-hospital-
owned ambulatory settings will be counted in the
determination-of full-time-equivalent residents with the
goal of providing equal incentives for hospitals to train
primary care residents and sub-specialty residents. In
addltlon, per-institution IME payments are -adjusted to
assure budget neutrality.

Expansion of National Health Service Cor@s

Increases funding for the National Health Service Corps
scholarship and the State Loan Repayment programs.

Increased Resources for Primary Care Health Pxof6551ons
Tralnlng :

Enhances resources for Public Health Service programs which

support training of primary care providers as follows:

increases funding for programs under Title VII of the Public
Health Service Act for the training of family physicians,
general lnternlsts, and general pedxatrxcmans,

creates a new scholarshlp program and increases Tltle VII
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Pubiic Health Service Act funding Ior ghysician éssistants;

2 increases Title VII Public Health Service Act funding IZor
nurse practitiocner training and scholarship programs.

State Programs for Non—Physician Providers

] A demonstration program is created Ior states and non-proiit
orcanizations to experiment with changes in state scope-of-
practice laws for nurse rractitioners and phvsic*an
ass*Ctants,»the retraining of subspecialists to del

iver
primary care, and other ﬁechcnlsms to increase the supply of
primary care providers. ' KRS o

PROGRAMS RELATING TO PRIMARY AND PREVENTIVE CARE SERVICES

ThlS subtitle enhances state and federal maternal and child
health and social services Drocrams and comorehen51ve scn001
health education programs. :

Maternal and Child Health Coordinatioh

A state grant program is established to decrease iniant
morpidity, reduce low-birth weight infants, and to improve
overall maternal and child health. These grants will be used by
states to develop and implement coordinated, multi-disciplinary,
and comprehensive primary health care and soc1al services, &s
well as health and nutrition education programs. A state
receiving a grant will use such funds to coordinate a broad range
of state &nd federal programs.

School Health Education

Current school health education programs for elementary and
secondary school students are improved. States receiving grants
under this program will distribute such funds to educational
agencies and consortia to establish, operate and improve local
programs for comprehensive health education and prevention.

TAX AND ENFORCEMENT PROVISIONS
GENERAL TAX PROVISIONS

ThlS subtitle provides for the tax treatment of employer and
employee contributions to health plans and medical savings
" accounts. .

Employer Contributions:
#Employer contributions to gualified health plans are excluded

from employee income. This exclusion is limited to the weighted
average cost of the lowest priced one-half of the gualified plans



“zopliczble cdollar iimit” will vary

2ifersd in the HCCA (this
nd the ace of the principal

Dased on family enroilment

utions to gualified health plans in excess oI the limit,
on-qualified health plans in any amount, are taxable o
the emplcvee; ‘

othe emplover’ s deduction for contributions to a gualified health
olan is limited to the applicable coilar iimit for each emplovee.

Contributions by Individuals aﬁd-the'SelfsEmployed

OThe neaith insurance deduction for self-smployed persons is
extended permanently and—increased to cover 100% of the cost . of
qualified health plans, subject to the applicable dollar limit;
ethe medical expense deduction for health insurance premiums for
individuals is increased to permit the deduction of 100% of the

taxpayer‘s cost for a gualified health plan, subject to the

applicable dollar limit. :

PROVISIONS RELATING TO
ACCELERATED DEATH BENEFITS

This subtitle clarifies the income tax treatment of
accelerated death benefits paid to terminally ill persons.
Payments made under a qualified terminal illness rider can be
received tax~-free as if they were paid after the insured’'s death.

LONG-TERM CARE PROVISIONS

: This subtitle provides tax incentives for long-term care,
including a medical expense deduction for long-term care services
and tax benefits for the purchase of long-term care insurance.
This subtitle alsc establishes consumer protection provisions
applicable to such policies. ‘

Qualified Long-Term Care Treated as Medical Care

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

Treatment of Long-Term Care Insurance or Plans

®  Employer provided long-term care coverage which meets
certain consumer protection standards promulgated by the
NAIC, is excluded from an employee’' s taxable income.
Premiums paid by an individual for qualified long-term care



zre deductizlz2 zs 2 medical sxpense:
Im care coverade may provide beneiits in

o gualified I:zng-:
‘iem as long as such amount coes not

the form oI z per
exceed S10C : z

Requirements for Issuers of Long-Term Care Insurance

9 A penalty cI S10
long-term czre i

mn o

per cay per policy cnall be imposed on
suers failing to meet NAIC standards.

Uniform Language and Definitions a
Lo
-] - NAIC is'dire:ted <2 promulgate standards for the use of
uniform lancuace and derlnltwons in long-term care insurance
policies, with Derm1551ole variations to take into account
differences in state -licensing requ1rement= for long-term

care DrOVlC:IS

QUALITY ASSURANCE AND SIMPLIFICATION

Under this =subtitle, qualified health plans are required to
annually report cata on the gquality of their services, including
treatment outcomes and effectiveness to the HHS Secretary, their
certifying state, purchéasing groups, and to. individuals enrolled
in the plan. The standards for quallty assurance programs and’
the format for cuality data are to be set. by regulation.

PART I - STANDARDS AND MEASUREMENTS OF QUALITY

The Secretary will consult w1th private entities to develop
standards with wnich the quality assurance programs must comply.
These standards will reguire that a gualified health plan
annually provide qualluy data and information to the Secretary,
the relevant HCCA and to individuals enrolled in such plan. The
standards will protect the confidentiality of individual
enrollees. Beginning in 1996, the Secretary will publish an

annual report -~ to be dlstrlbuted to each qualified health plan,
purchasing group, Governor and State legislature -- on .
expenditures, volume and prices for procedures. This report will
identify:

-- procedures for which there appear to be the
greatest need to develop valid protocols for
clinical decision-making and review;

- procedures for which there appear to be the
greatest need for strengthening competitive
purchasing;

-— states and localities regquiring additional
cost control measures. .



A specialized center ci care may submit to the Secretary
:linical and other inZcrmation bearing cn the cualiiy ol care it
crovides.  Such infcrmation shall inciude sufficient data to take -

inTOo account outcomes and risk factors associated with treatment
~hzough such centers. The Secretary w will develop ccmparative
~Zormation resgarding the pesrfiormance of such csnters with the
rz2lative performance oI other facilities providing the scme
ssrvices. : :

The Secretary will studv the fea31blllty oI creating an
2zzncy for Clinical Lvaluatlons under wnlch the IolW“WLna will be
::nsolldateu. : .

e Administrator, Health Care POllCV and
Research (AHCPR};:- A

e Director, HNatlonal Center for Health
Statlst105°

— ‘Director, Office of'Medical Applicaticns cf
' Research, National Institutes of Healith
(NIH); ' :

--  Directoxr, Office of Research and
Demonstrations, Health Care Financing
Administration.

This new agency will be authorized to:

- set priorities for strengthening the medical
research base;

- support research and evaluation on medical
effectiveness through technology assessment,
consensus development, outcomes research and
the use of practice guidelines;

- conduct effectiveness trials in.collaboration
with medical specialty societies, medical
educators and qualified health plans;

-- maintain a clearinghouse and other registries
- on clinical trials and outcomes research
‘data;

- assure the systematic evaluation of existing
and new treatments, and diagnostic
technologies in an effort to upgrade the
knowledge base for clinical decision making
and policy choice;

- design an interactive, compunterized
' dlssemlnatlon system of information on
outcomes” research, practice guidelines and



other informaticn Zcr providers.

PART II - AGENCY FOR HEALTH CARE POLICY AND RESEARCH (AHCPR)

Part II gives AHCPR responsibility for evaluating and
-:LS:emlnatlng information on rssearch priorities and the abilizty
z2 conduct trials on the efisctiveness of medical services.
. AHCPR must establish a clearinghouse to compile and provide
informaticn and research cdateé zhout the effectiveness trials. &

fund investigator will be eppcinted to initiate research with.
respect o0 the relationship bstween health care treatments and
outcomes. 1o

PART IIT -~ KEDICAL RESEARCH TRUST FUND

ThlS part establlsnes & nund‘ mamlnlsterea by the HHS
Secretary to supplement research activities at NIH and health
information communications ressezrch by the National lerary of
¥edicine. The Fund is financed by a voluntary check-ofi on
individual tax returns and certzin civil penalties imposed under
ERIGA.

SUBTITLE B -~ ADMINISTRATIVE SIMPLIFICATION

This subtitle streamlines -administrative processes in the
health care system by establishing standards for a health care
electronic data interchange (EDI) system to reduce administrative
waste in the health care system; provide the information on cost
and quality needed to make competition work; create the tools
needed to conduct outcomes research to improve the guality of
care; and, to make it possible to track down fraud. This
subtitle also sets requirements to protect the privacy and
confidentiality of health care information, and establishes a
National Health Information Commission of private-sector experts.

Adoption of Standards for EDI

- Establishes a federal Health Care Data Panel which
recommends to OMB (which subsequently issues regulations
that apply to all federal agencies and to the private
sector) the adoption of data standards for the electronic
‘exchange of health care information; ‘

® standards shall be based on existing standards, where

‘ -possible, and include data to monitor access to health care
services, and other data sets, as deemed appropriate by the
panel. ' : o

Timetable for Adoption of Standards

® Standards for EDI are phased-in over time, according to the
following timetable: 1) financial and administrative’
transactions_ (within 9 months of enactment); 2) initial
quality indidator data set (WLthln 12 months); 3) a



compreshensive clinical Zata set twithin 2 years); and 4\

stencards Z:Ir electronic patient medical rescords (within

years:; : -

healith insurers and providers are reguired to comply with
<he EZI scandards or use & nealth care information

clearinghouse to translate data to the standard. There is a
grace perica For adopting established standards and waivers
for small and rural hOSDltclS and others under certain
cmr:urStanc s.

Privacy and Confidentiality

estaplishes strict Drlvacv and confidentiality

The AcC

z Te
standards, enforced by crlmlnal,penaltles, ‘which reguire:

information to be collected only to the extent necessary to
carry cut the purposes of the Act;

lnforﬂed consent for information collected for one purpose

'to be used Zor another, unless pooling with other

individuals renders the information unidentifiable;
disposal of information when no longer necessary;

methods to ensure verifiability, timeliness, accuracy,
reliability, utility, completeness, relevance, and
comparability of the information must be instituted;’

individuals to be notified (in advance of the collecticn of
such information) as to whether their compliance is
mandatory or voluntary, what the record-keeping practices
are concerning such information, and how the information
will be used; ‘

that individuals be permitted to inspect and correct their:
recorcds and be advised on the use of such information.

PATIENTS’ RIGHT TO SELF-DETERMINATION REGARDING HEALTH CARE

This title provides for more effective implementation of

living wills and advance directives by:

requiring each gualified health plan, Medicare, and Medicaid
to disseminate information on existing state laws regarding
patient’s living wills and advance directive rights to
improve the education, awareness, and exercise of such
rights;

allowing health care providers to honor advanced directives
and living wills which constitute a reliable expression of
the individual’s wishes concerning his or her health care,
‘notWLthstandlng technical formalities of form, language or
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sxecution scecifisd under state 1

L

i1ity between states sc that such

- permitting portadl
directives mav bz honored, except where they conilict with
substantive provisions cof state law ragarcing health care
Treatment;

2 requesting the EHZS Secretary to . study implementation of the

Patient Seli-Determination Act of 1820 and make
recommendations to Congress.

TREATMENT OF EXISTING :EDERAL PROGRAMS
MEDICAID PROGRAM

OPTIONAL COVERAGE UNDER
QUALIFIED HEALTH PLANS

o At state option, the Medicaid Drocram'wil1 permit AFDC
recipients and SSI rec;nlents to receive medical assistance
through enrollment in a gqualified heaith plan offered in a
local HCCA. The state may not restrict an individual's
choice of plan and is not reguired to pay more than the
applicable dollaer limit for the HCCA area (as determined
under section 2001 of the Act). The state will make all
necessary pavments of premiums, copavments and deductibles
under the selected qualified health plan. The number of
individuals electing to enroll in a gualified health plan is
limited to a fifteen percent of the eligible population in
each of the first three years, and ten percent in each year
there after. '

PART II -~ LIMITATION ON CERTAiN FEDERAL MEDICAID PAYMENTS

® Federal financial participation for acute medical services,
including expenditures for payments to qualified health
plans, is subject to an annual federal payment cap. The cap
© is determined by multiplying the per-capita limit times the
average number of Medicaid categorical individuals entitled
to receive medical assistance in the state plan.

® The per-capita limit for fiscal year 1996 is equal to 118%
of the base per capita funding amount. This amount is
determined by dividing the total expenditures made for
medical assistance furnished in 1994 by the average total
number of medicaid categorical individuals for.that year.
Expenditures for which nc federal financial participation
was provided and disproportionate share payments are
excluded from this calculation.

® - In years after 1996, the pér-capita limit is equal to the
per capital £funding amount determined for the previous
fiscal year increased by 6 percent for fiscal years 1997



through 2000, znd I cercsnt for fiscal vear 2001 znd bevond.
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nue-tc make e'lglole for mediceail

States are reguirsg o conti
assistance anv clzs: or caztegory Oi individuals that were
eligible for assistznce in fiscal year 1994.
PART IITI = -~ STATE FLEXIBILITY CONTRACT FOR COORDINATED CARE
QERVICES
At state opticn, the Act‘ﬁstablishes a risk. contract program

within the Medicaid program which:iallow states to enter into
contracts with at-risk primary care case management
providers. An at-risk primary care case management provider
~must be a physician,.group of physicians, a federally
qualified health center, -& rural health clinic or other
entity having other arrcnoements with physicians ODeratlng
under contract with a state to provide services under a

Drlmary care case ma&nagement program.

i
i

Risk contracting entities must meet federal organizational
reguirements, guarantee enrollee access and have a written
‘contract with the state acency that includes: an
experienced-based payment methodology; premiums that do not
discriminate among eligible individuals based on health
status; requirements for health care services; and, detailed
specification of the responsibilities of the contracting
entity and the state for providing for or arranging for
health care services. x ‘

Standards are established for internal guality assurance and
state options regarding enrollment and disenrollment are
specified. State and federal monitoring of qualltv and
access standards are also established.

In aadltlon, each risk contracting entity providing Medicaid
services shall also enter into written provider
participation agreements with an essential community
provider; or at the election of an essential community
provider, each risk contracting entity will enter into an
agreement to make payments to the essential community
provider for services. Essential community providers
include: Migrant Health Centers, Community Health Centers,
Homeless program providers, Public Housing Providers, Family
Planning Clinics, Indian Health Programs, AIDS providers
under the Ryan White Act, Maternal and Child Health
Providers, Federally Quallfled Health Centers, and Rural
Health Clinics. :

PART IV —-- OTHER PROVISIONS

The Act phases out Medicaid Hospital Disproportionate share
adjustment payments by flscal year 2000.

SUBTITLE B HEDICARE



“ediczre beneficiaries mzyv chocse to remain in the Medicare
crogram or enroll in the same cualifiisd health plans &s t:e non-
2iderly pcpulation. The Mediczre rick contracting program is
strengthenea The annual rzts of growth of Medicare expenditures
is rzduced from 12% to 7% over the next decade by making
zdizstments in payments to csrtain nealth care provicers, &and Zv
zsking hicher income senior citizens TC pay a greater snzre oI,
their parc 3 premiums.

PART I - LWROLLMENT OF MEDICARE BENEFICIARIES IN QUALIFIED HEALTH

PLANS
] The HZS Secretary is directed to develop and submit O
Congress a proposai for the integration of Medicare ‘
beneficiaries into quallaled heaith plans. In the iInterim,

¥edicare enrollees may opt to enroll in gualified hsalth
plans and receive the same benefits as the under 55
populzation,. including prescription drug coverage;

e the fsderal government would make payments to a gualified
health plan, on behalf of the beneficiary, for a porticn ol
the premium up to 100 percent of the average amount Xedicare
spencas per beneficiary in that area. The beneficiary would
be responsible for the remainder of the premium. The amount
the beneficiary would have to pay would depend on the cost
cf the gualified health plan selected. Medicare
bGHEIlClaIleS who choose to remain in the existing Medicare
program would continue to receive the Medicare bsnerit
package.

PART II - ENHANCEMENT OF MEDICARE RISK CONTRACTS

® The EHS Secretary is directed to develop a new payment
methodology for Medicare risk contractors which more
accurately reflects the costs of providing care to
beneficiaries enrolled in risk contract programs. In the
interim, several improvements are made in the. methocology
for cdetermining the amount of payment to risk contractors;

® these enhancements will increase the number of managed care
providers cffering enrollment to Medicare beneficiaries,
‘especially in areas of the country where there is currently
no option for enrollment in a managed care plan.

PART III - MEDICARE SELECT

Medicare Select, the current demonstration program which
allows for the sale of managed care supplemental insurance in
fifteen states, will be expanded to the nation as a whole. This
provision allows Medicare beneficiaries to purchase lower cost
Medigap insurance which provides services through a managed care
network rather than fee for-service.

PART IV - OTHER PROVISIONS



This lszgislation siows the znnual rate of orowth in Medicare
sxpenditures “from 12% to 73 cver the next decade by making
adjustments in tvavments t0o health care providers for certain
services. Changes include the extension ci several Medicare
payment policies that are due to expire in 1988. In addition,
coinsurance is imposed for izboratorv and home health services;
hospital disprororticnate share adjustment Dayments &are phasea-
.out, and bad debt recognitiocn fcr hospital services 1is

climinated.

Finally, the bill increases the Medicare part B premium I
individuals whose incomes exceed $90, OOO per year and for coup
whose incomes exceed S$115, OOO pexr year.'

**************************?*3#*************************#*********
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MEDICAL LIABILITY REFORM

'

This subtitle provides mechanisms to resolve disputes over health .
care malpractice claims more effectively and efficiently. It
puts in place reforms that should lead to.a reduction in the
practice of defensive medicine, while ensuring that victims of
medical malpractice are fairly compensated and quality of care is
monitored and maintainéd.

MEDIATION AND ALTERNATIVE DISPUTE RESOLUTION

® . Qualified health plans are requlred to provide mediation
procedures aomroved bv the state in order to facilitate
early resolution of potentlal health care malpractice.
claims. Any party to a health care malpractice claim is
required to participate in mediation if regquested by another
party to the dispute. All information disclosed in the
mediation proceeding is protected from use in any other
proceeding unless it is discovered independently.

Mandatory Alternative Dispute Resolution

® All health care malpractice claims must be raised in an
alternative dispute resolution procedure adopted by the
state and approved by the HHS Secretary, before they can be
raised in state or Federal court. The Secretary will
develop several models of alternative dispute resolution
that the states may adopt, or states may develop their own
alternative to be certified by the Secretary;

o upon completion of the alternative dispute resolution, any
parties to the dispute may appeal their case to the
appropriate state or Federal court. However, if the party
seeking the court action receives a worse result than that
received in the alternative dispute resolution, that party
bears all coutt costs. :


http:efficient.ly

DART II -- LIABILITY REFORM

<] Non-economic Zamagss awarded to- a pleintiff in a health care
malpractice claim cr action may not exceed $250,000. The
emount of damages zwarded to & party must te reduced by the
amount of anv pasT or future payment Ior the same injury.
The liabilitv of zzch defendant for non-economic and
punitive damages will be based on the cefendant’s proporticn
cI responsibility Ior the claimant’s harm. Lawyers may not
charge contingency fszes greater than 23% oi the total award.
Reform of Procedures

-] .Except for injuries suffered by minors younger than six, the
statute of limitations’ for a health care malpractice claim
shall be two vears Irom thé date on which the injury and its
cause should reasonably have been discovered. The court or
other aajudlcatlng body must impose sanctions on individuals
wWwhnO pursue an unrezsonable health care malpractice claim or
action. ‘
Practice Guidelines

o This section estqsiwshes a rebuttable presumption that
state- develomea, aderally-approved practice auldellnes
constitute an aDDthrlate standard of care. No health care
provider may be reguired to provide, or be held liable for
failing to provide, new or experimental treatments until
they are found saie and efficacious by the appropriate
federal agency.
~Drugs and Devices

® No punitive damages will be awarded in a health care

"relevant information was withheld or misrepresented,

maloractlce c?awm or action stemming from a drug or device

approved by the Food and Drug Administration, unless
or an

illegal payment to secure approval was made. Approval by
the FDA is an absolute defense to strict liability claims.

SUBTITLE B' -~ ANTI-FRAUD AND ABUSE CONTROL PROGRAM

This subtitle establishes a stronger, better coordinated

federal effort to combat fraud and abuse in our health care

system.

It also expands criminal and civil penalties for health

care fraud to provide a stronger deterrent to the billing of
fraudulent claims and to eliminate waste in our health care

system resulting from such practices.'

It would:

require the HHS Secretary to establish and coordinate a
national health care fraud program to combat fraud and abuse
in government and private health care programs;

finance the anti-fraud efforts by setting up an Anti-Fraud



znd Rbuse Trust fund. Monies irom penalties. Zines, and
Jamages assessed I-r health care Iraud are ceaicaied TO tnhe
Trust Fund to pay Ior trhz anti-iraud erforts;

9 increase and extend Medicare and Yedicaid civil money and
criminal penalties Zor Irzud to all health czazre oprograms;

] allow competitors o sue health care providers who cefraud

the Medicare or Medicaid programs if the government does not
bring charges against the fraudulent provider;

9 bar providers convicted of health care fraud felonies from
participating in the Medicare program;

] require HHS to publish-the names of providers and suppliers
who nave had fwnai adverse actions taken against them for
health care fraud.

SUBTITLE C -- TREATMENT OF CERTAIN ACTIVITIES UNDER THE
ANTITRUST LAWS

This subtitle will create a more flexible antitrust policy
znvironment for the evoliving health care marketplace, and allow
the efficient collazboration of providers encouraged by the Act,
irncluding the elimination of expensive, duplicative and
underutilized equipment and services. ‘

Statutory Safe Harbors

® The "safe harbors” apply to: (1) small provider
combinations; (2) activities of medical self-regulatory
entities; (3) participation in certain surveys of cost,
price, reimbursement, and employee wages and benefits; (4)
joint ventures for high technology and costly equipment and
services; (5) small hospital mergers, (6) joint purchaSLng
‘arrangements; and, (7) good faith negotiations;

®  the Attorney General, in consultation with the HHS Secretary
and FTC Chairman, dlll solicit suggestions for, and
promulgate, additional safe harbors to further health care
reform. S

Certificates of Rev1ew (Walvers) Awarded by the
Attorney General :

o Providers may petition the Attorney General for certificates
of review to obtain an antitrust exemption for relevant
activities. If the Attorney General does not reject the
appllcatlon Wlthln 80 days, the act;v;ty is deemed approved.

Provider Notlflcatlons for Reduction of Antltrust

Penalties . -



Jpon notificaticn &nd sziicaticn of proposed venturas,
health care vroviders imit cotential antitrusc
Denaities that mav o

2 ced zgalinst the venture tTo actuadl
damages and avoild “;g_ * condemnation; applicants for
certiiicates of revies sxemption from antitrust laws are
automatically treated ~is manner;
certzin networks of non-instituticnal providers ontaln these
benerits without nctificztion i1f they meet certain criteries

New Office at HHS

-The pill creates-en Offics of h_aiun Care Competition Policy
within HHS to aséist -the fecretary in . implementing ‘health
care antitrust policy.’ ' :

SUBTITLE G - DEFINITIONS
Key terms are defined as Iollows:

with respect to a health plan, a "delivery system” can be a
1) fse-for-service, 2) prefierred provider, 3) stafi or group
model health maintenance organization (HMO), or 4) such
other system as the Secretary may recognize;

in the case of a health plan operating within one state
which has a qualified health plan.certification program, the
“appropriate certifying authority” is the state commissioner
of insurance, or the state authority responsible for.
regulating lnsurance' in 21l other cases, it is the HHS
Secretary;

"dependent” means a spouse or a natural or adopted child who
is either under 19 years of age, under 25 years of age and a
full-time student or any age, if incapable of self-support
because of mental or physical disability;

an "eligible employee” is one who works at least 30 hours
per week for one employer;

an "eligible individual” is one who is not otherwise
eligible for coverage under an employer-based qualified
health plan, or one of the equivalent health care programs,
or has elected not to enrocll in a gualified health plan
offered by hlS or her small employer;

“equivalent health care programs” include parts A and B of
Medicare; Medicaid; the health care program for active
military personnel; the veterans health care program;
CHAMPUS; the.Indian Health Service program; and, any other
plan recognized by the Secretary to provide retiree health


http:t:.:::-eat:.ed
http:cert:.i.ficat:.es
http:ot:.ificat:.ic

