Summary: Lewin seems to be way too high on revenue gain from corporate assessment.

Lewin's estimate that the deficit doesn't change with an alliance at 100 compared to an
alliance at 5,000 assumes that firms above the threshold can assume to come in —— he does
not have a firewall. This should (and does) produce very different results than from assuming
a firewall.

With a firewall, Lewin shows that the number of people in the regional alliance declines by
37 million as the threshold shifts from 1000 to 100, and that the premium in the alliance -
increases by 6%. This is similar to our results.

Without a firewall, Lewin estimates that the regional alliance declines by 18 million.
Although he does not provide an estimate, it is llkely that the premium change would be
approximately 3%.

We have estimated that subsidy costs would increase by at least $45 billion over the five year
time frame with a firewall. Lewin estimates a change of $20 billion with no firewall. The
difference between $20 and $45 is largely explained by the existence of the firewall in the
$45 billion estimate.

The mystery is why Lewin's corporate assessments increase so much. Lewin has the five
year corporate assessment increasing by $33 billion, when we are estimating approximately
$20 billion. Given the "no firewall' feature of Lewin's estimate, his corporate assessment
change, other things equal, should be approximately one-half of ours,

Don't know the details, but Lewin #s seem suspicious. With 18 million more people in
.corporate alliances, this is probably 9 million workers. If average wage in corporate alliance

is $25,000, then 1% assessment per person is $250, and one year additional assessment
revenue should be $2.25 billion. Then 5 year number might be around $10 billion.
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Subsidies Relatlve to Kennedy Mark Under Alternatlve Growth Rates
(Bllllons of Dollars) :

Scenario 1996-2000 © | 1996-2004
1 | lsa22 $1085

2 , $410 o $1045

3 | $391 | s1020

4 |  |s389 : $1015

5 . $383 o $1006

Mark | $376 . |s1000.

NOTE THAT THESE NOMBERS DO NOT INCLUDE ANY UPGRADE IN BENEFITS TN

THE YEAR 2001. ALL NUMBERS PRELIMINARY AND NOT OFFICIAL
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Premium increases gradually lowered to CPI by 1999

‘In 2001, increase is GDP growth + an amount to cover benefit
improvements (GDP = 4.4%, benefit improvements = 3.6%)

after 2001, increases equal GDP growth (4.4%)

Annual ami mulative P:amiun Inc:aases '

Increases in 1996 and 1997 equal CBO estinatea of premium
increases undey Cocpar (slightly below baselina)

Triggar would lixut incx:eases in to CPI beginning in 1598 until
costs equal Clinton, except that the increase in 2001 equals CPI
'(3.0%) + cost of new benefits (3.6%)

Costs equal Clinton by about 2004
Subgequent increases equal growth in GDP (same 2a Clinton)

. "Annual and Cumulative Premium Increases
1998 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004
-~ 8.1 7.4 3.0 (3.0 |3.0 |6.6 |3.0 3.0 | 3.0

1.00 f1.08 [1.18 |3.20 |1.23|1.27 )1.35 |1.39 |1.43 |1.48
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SCEMARIO 2

Agsumes Cooper increases in 1596 and 1997
Increasos are limited to CPI minus 1 (2%) per year from 1996 2000

Increase in 2001 is CPI - 1 (2%) plus the cost of benefit .
improvements (3.6%) '

In 2002,: increase 1is.slightly below Clinton growth zate (GDP) to
bring costs in line with Clinton beginning in that year. After
2002, increases equal GDP growth. o

Annual and cunulative Preniun Increases

2004
4.4 |

L 1.47 H

Inc:eaéss equal Cooper in 1996 and 1897 ‘

Trigger bringe costs back to Clinton level by 1999 by allowlng
M sero nominal growth in 1998 and 1999 Subsequent increasas equal

Clinton.

ﬂAnnual'andeunulative P:aminm Increaaesw

"‘Ui
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Increases equal Cooper in 1996 and 1997

Trigger wuld reduce the :rate of growrh or premiums to bring
costs down to the Clinton level as Quickly as possible. However,
‘the growth rate could not be reduced below W
per year.

, Mnua.l and Cunula‘l:j.ve “ Increanes ”

Incroasea equal CQope: in 1955 and 1997

Trigger would reduce premiums in 1998 to the level they would.
have been under Clinton. «

Subgsequent increases equal c1inton
__ -’ _annual and Cmmlamva Premium Increases

05
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1 . (1) Senator Mikulski’s amendment is contained in

subsections (2)(1) and (a)(2) of section 1524.

“(2) Subsection (¢) of section 1524 reflects necessary
definitions from section 8203 of the President’s bill.

| (3) Subsection (b) of section 1524 reflects the lan-
guage of 1523(f) currently in the bill and ié more properly
relocated in this one section dealing with FEHBP supple-
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 AMENDMENTNO. " Calendar No.

‘Purpose: To require the FEHBP to offer Suppleméntal plans,
and for other purposes.

IN THE SENATE OF THE UNITED STATES—103d Cong., 2d Sess.
- 8.1779

To ensure individual and family security through health care

- coverage for all Americans in 2 manner that contains

the rate of growth in health care costs and promotes
responsible health insurance practices, to promote choice
in health care, and to ensure and protect the health
care of all Americans. . f

A»,h. . 1

Referred to the Committee on *
and ordered to be printed

" Ordered to lie on the table and to be printed o
AMENDMENTS intended to be ‘proposed by Ms. MIKULSKI
Viz: o

1 In section 1523(a), stﬁke “subsection (f)” and insert
2 “section 1524(c)”. | -

'3 Strike section 1523(f).

4 Insert after section 1523 the following new section:

idoo3
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1 SEC. 1524. SPECIAL RULES FOR FEHBP SUPPLEMENTAL

i ek Vpt el ped e fok e ek

19
20
21
22

23

24
25

W 0 ~ O A W oW

PLANS.
(a) FEHBP SUPPLEMENTAL PLANS.—

(1) DEVELOPMENT.—The Office of Personnél

‘Management shall develop FEHBP supplemental

plans, including at least one supplemental health

| benefit policy and at least one cost sharing poliey.

Each such FEHBP supplemental plan shall be de-
veloped in consultation with representatives of Fed-
eral employees, including consideration of a Federal
Government contribution with respect to such plan.

(2) OrrFERING.—The Federal Government shall

offer FEHBP supplemental plans developed in ac-
~ cordance with paragraph (1) to Federal employees,

annuitants, and any other community rate eligible
ihdividual (as defined in section 1902(9)).
(b) FEHBP EXEMPTION FROM RULES FOR OFFEQ-

ING OF COST SHARING POLICIES.—Subsection (a) of sec-
tion 1523 shall not apply to an FEHBP supplemental

plan if the plan meets the following requirements:

(1) The plan must offer each Federal employee
and eiigible individual a choice of a policy that pro-
vides standard coverage and a policy that provides
méximum coverage (in accordance with standards

established by the Board under section 1523(a)(3)).

@004
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(2) The plan is offered only during the annual

open enrollment period for community-fated health
plans (described in seetion 1232(d)(1)).
(3) Subject to subsection (b)—

(A) the price of the plan shall include an

amount, established in accordance with rules es-

tablished by the Board in consultation with the -
Office of Personnel Management, that takes

into account any expected increase in utilization
of the items and services in the comprehensive

benefit package resulting from the purchase of

‘the plan by individuals enrolled in a commu-

nity-rated health plan; and

(B) the plan provides for payment, in a
manner specified k}y the Board in the case of an
individual gnro]led in the plan and in a commu-

nity-rated health plan, to the commu_nity-ratéd

" health plan of an amount equivalent to the ad-
ditional amount deseribed in subparagraph (A).

. {c) DEFINITIONS.—For purposes of this section: .

(1) ANNUITANT.—The term “annuitant” means

an “annuitant” as defined by section 8901 of title
5, United States Code.

@oos
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(2) FEHBP.—The term “FEHBP” means the
health insurance program under chapter 89 of title
5, United States Code.

(3) FEDERAL EMPLOYEE.—The term “Federal

employee” means an “employee” as defined by sec-

- t_ion 8901 of title 5, United States Code.

oos



MEMORANDUM

TO: DISTRIBUTION
FR: JOHN HART
DT: JUNE 14, 1994

- RE: NEW HAMPSHIRE NEWS RELEASE

FYI, Here is a press release from Dr. Stephen Gorin, Chair
of the New Hampshire Health Care Coalition. In this press
release, he strongly criticizes Senator Gregg’s opposition to
health care reform.



THE NEW HAMPSHIRE HEALTH CARE COALITION

Contact: Stephen Gorin, Ph.D.
603-783-9523

For Immediate Release

CONCORD, June 10, Stephen Gorin, Chair of the New
Hampshire Health Care Coalition, today expressed
disappointment over Senator Judd Gregg's opposition to health
care reform. Gregg, a member of the Senate Committee on
Labor and Human Resources, voted against Senator Xennedy's
modified version of President Clinton's Health Security Act.
Rennedy's plan requires employers to insure their workers,
with an exemption for businesses with ten or fewer employees.

"We think it is unfortunate that, at this crucial time
in the reform process, Senator Gregg has joined the minority

in opposing a serious effort to bring health security to all
Americans," said Gorin. '

"In addition to opposing serious reform, Senator Gregg
supports S. 1743, the ‘'Consumer Choice Health Security Act of
1993, ' which represents a radical departure from our current
system," said Gorin. “S. 1743 would shift the burden of
coverage from employers to workers and families," Gorin said.

S. 1743 would require individuals to buy their own:
health insurance. 1t would create new taxes for employers,
‘workers, and families and impose financial penalties on
individuals who fail to buy insurance.

The Journal of the American Medical Association (JAMA)
recently ranked S. 1743 among the worst plans, below our
current system. The President's Health Security Act ranked
near the top, second only to the Stark plan, which builds on
the President's approach.

"Senator Gregg's plan also lacks community rating,
prescription drug benefits, and long term care coverage,"”

" said Gorin. "Interestingly, it would also allow a federal

takeover of gstate health insurance plans," Gorin said.

"We urge Senator Gregg to reconsider his oppesition to
meaningful reform. In the meantime, we hope the public and
media will ask him why he voted against Senator Kennedy's
bill and supports a plan that JAMA believes is worse than our
current system," Gorin said. :
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91% coverage could be achieved through a voluntary approach like the Cooper plan, but the
following trade-offs would be required:

CUTTING BENEFITS TO REDUCE COST

CBO says the Cooper plan could be made approximately deficit nc/utral by
dramatically reducing the benefits package (e.g. eliminating covérage for mental
health, prescription drugs, preventive care, and dental, and limiting hospital coverage).

However, providing a bare bones benefits package presents significant trade-offs:

Significant cost shifting remains. 97% of health care costs would no longer be
covered under the plan. '

State demonstrations show that few businesses and families would voluntarily
purchase bare bones insurance, even if it is offered at very low rates. The only
way to increase coverage with a bare bones package is to pay all or ncarly all
of the premium for the poor.

We would be spending a great deal of money for a bcncfxts package that few
people really want. :

REMAINING COST PROBLEM

Even with a dramatic reduction in the benefits package, the plan would still increase
the deficit without a tax cap. :

Options to fill this gap include:

More Medicare cuts. But aging groups would oppose additional cuts unless
‘they were offset by benefit cxpansions (which would eliminate any savings).

A tobacco tax, which may be dlfﬁcult to achieve w1thout universal coverage.

ADDITIONAL P()LICY/COST TO ACHIEVE UNIVERSAL COVERAGE

Achieving universal coverage would rcquuc'at least an 1nd1v1dual mandate.

With an individual mandate, providing subsidies for thc remaining uninsured would
require substantial additional spending.

The risk of relying solely on an individual mandate is that loss. of your left base will
not be offset by gains from the right.



BREAUX~-COOPER COST/TAX CAP TABLE

Comprehensive Basic
Benefits . Benefits
Program Cost
Without Tax Cap 350 150
Tax Cap ~-50 ~150
Total 300 0




PROBLEMS WITH THE 91% APPROACH

LEAVES MILLIONS OF AMERICANS UNINSURED. 25 MILLION
AMERICANS WOULD BE UNINSURED. AS MANY AS 40 MILLION
AMERICANS WOULD BE WITHOUT HEALTH INSURANCE FOR SOME
PERIOD OF TIME EACH YEAR. ALMOST ALL OF THE NEWLY INSURED
WOULD BE UNDER THE POVERTY LEVEL.

INCREASES THE DEFICIT FROM 1996-2004. THE FEDERAL DEFICIT
INCREASES BY OVER $300 BILLION TO FUND SUBSIDIES AND TAX
INCENTIVES. WITHOUT A TAX CAP, THE DEFICIT INCREASE IS $350
BILLION. ‘

PLACES HEAVY BURDEN ON MIDDLE INCOME INDIVIDUALS. MANY'
PEOPLE WILL PAY OVER 10% OF THEIR GROSS INCOME FOR HEALTH
INSURANCE. A WORKER EARNING $30,400 COULD HAVE TO SPEND
OVER $6,000 TO BUY A FAMILY POLICY AND WOULD NOT BE ELIGIBLE
FOR GOVERNMENT SUBSIDIES.

MAY ENCOURAGE EMPLOYERS TO DROP COVERAGE. THE
EXISTENCE OF LOW-INCOME SUBSIDIES MAY ENCOURAGE FIRMS THAT
CURRENTLY PROVIDE HEALTH INSURANCE TO DROP COVERAGE FOR
LOW-WAGE WORKERS. THE LEWIN ANALYSIS ASSUMES THAT FIRMS
CURRENTLY PROVIDING HEALTH INSURANCE WILL CONTINUE TO DO
BUT FROM 1989 TO 1992, THE NUMBER OF AMERICANS WITH EMPLOYER
COVERAGE DROPPED BY 3 MILLION.

TOTAL COVERED DOLLARS GOES FROM 94.1% TODAY TO 96.8%. THIS
IS AN INCREASE OF $37 BILLION FOR WHICH THE FEDERAL
GOVERNMENT IS SPENDING $42 BILLION OF NEW MONEY IN 1998.



91% coverage could be achieved through a voluntary approach like the Cooper plan, but the
following trade-offs would be rcquircd:

CUTTING BENEFITS TO REDUCE COST

CBO says the Cooper plan could be made approximately deficit neutral by
dramatically reducing the benefits package (c.g. eliminating coverage for mental
health, prescription drugs, preventive care, and dental, and limiting hospital coverage).

However, providing a bare bones benefits package presents significant trade—offs:

Significant cost shifting remains. 97% of health care costs would no longer be
covered under the plan.

State demonstrations show that few businesses and families would voluntarily
purchase bare bones insurance, even if it is offered at very low rates. The only
way to increase coverage with a bare bones package is to pay all or nearly all
of the premium for the poor. ‘

We would be spending a great deal of money for a benefits package that few
people really want.

REMAINING COST PROBLEM

Even with a dramatic reduction in the benefits package, the plan would still increase
the deficit without a tax cap.

Options to fill this gap include:

More Medicare cuts. But aging groups would oppose additional cuts unless
they were offset by benefit expansions (which would eliminate any savings).

A tobacco tax, which may be difficult to achieve without universal coverage.

ADDITIONAL POLICY/COST TO ACHIEVE UNIVERSAL COVERAGE

Achieving universal coverage would require at least an individual mandate.

With an individual mandate, providing subsidies for the remaining uninsured would
require substantial additional spending.

The risk of relying solely on an individual mandate is that loss of your left base will
not be offset by gains from the right.
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Comprehensive Basic
Benefits Benefits
Program Cost
Without Tax Cap 350 150
Tax Cap =50 ~-150
Total 300 0




THE LEWIN ANALYSIS OF COOPER/BREAUX

THE MIDDLE CLASS LOSES

MILLIONS OF PEOPLE

NUMBER CURRENTLY

NUMBER WHO RECEIVE

NUMBER WHO REMAIN

UNINSURED INSURANCE UNINSURED

PEOPLE BELOW

POVERTY 9.3 7.9 1.4

100-150% OF POVERTY 6.0 3.7 2.3

ABOVE 150% OF

POVERTY 21.9 3.2 18.7

TOTAL 37.2 14.8 22 .4%

NUMBER CURRENTLY | NUMBER WHO RECEIVE | NUMBER WHO REMAIN

UNINSURED INSURANCE UNINSURED

UNDER AGE 18 9.7 4.3 5.4

18 - 34 14.4 4.9 9.5

OVER 34 13.1 5.6 7.5

TOTAL 37.2 14.8 22.4%

*CBO ESTIMATES 25 MILLION REMAIN UNINSURED



THE LEWIN ANALYSIS OF COOPER/BREAUX

FEDERAL SUBSIDIES INCREASE COVERAGE NOT THE MARKET

NEWLY INSURED
NUMBER PEOPLE\MILLIONS PERCENT

INSURANCE MARKET REFORMS 1.1 | 7
INCREASE TAX DEDUCTIBILITY SN | 7
GOVERNMENT PAYS 100% OF THE

PREMIUM | 7.9 53
GOVERNMENT PAYS A SIGNIFICANT .
PORTION OF PREMIUM 4.7 [33]
TOTAL | 148 100%




THE LEWIN ANALYSIS OF COOPER/BREAUX

PERCENT OF POPULATION REMAINING UNINSURED

TODAY AFTER REFORM
% %
UNDER 18 13.9 7.7
18 - 24 29.4 20.2
25 -34 19.5 12.5
34 - 65 13.0 7.7
TOTAL UNDER AGE 65 16.0 9.6




ADDITION TO DEFICIT UNDER COOPER/BREAUX

TO ACHIEVE 91% COVERAGE

'BILLION $
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | TOTAL
WITH TAX CAP 35 46 42 36 30 32 31 27 2 301
WITH-OUT TAX CAP 41 61 58 53 48 52 54 51 47 465

SOURCE: CBO

1998 FEDERAL COST
FOR EACH NEWLY
INSURED PERSON

NEW GOVERNMENT COST

1998

$42 BILLION

NEWLY INSURED

PEOPLE

14.8 MILLION

FEDERAL COST
PER PERSON

$2,838 PER PERSON




g . : - ; 2
SENT BY:Xerox Tclecopicr 7020 & §=16-84 ¢ 2?5?EM ; ‘ 4568485 2024586220:4 2

Sen., Boren Backs 'Soft Trigger' Health-Care Approach ‘ ,

WASHINGTON -DJ- Sen. David Boren, D-Okla., a key swing vote on the Finance
Committee on the health care issue, said a ''soft trigger’! for implementing
employer mandates for health ooVeraqe ie the key to a bipartisan health care
reform bill.

Boren, speaking to reporters betore he was scheduled to meet with President
Clinton in a one-on-one meeting on the subject, said, '’'there is no doubt that
the solution and the way we can build 'a bipartisan coalition has to do with a
igoft trigger'' mechanism = a way for us to measure progress toward the
president's goals and a way for us to react if those qoalu aren't being mct on
a voluntary basis.'' ‘.

A trigger is a way for Congress tO postpone an action it is unwilling to
take now. President Cilnton wants Congress to require companies to pay for =
their employees’' health insurance, but many menbars of Congress arse reluctant
to go along. As a compromise, the White House and Congress are exploring
proposals that wouldn't requiro companies to provide insurance right away, ‘but
would require them to do so in the future if other health reforms don't
succeed in raising the percentage of citizens coevered by insurancs.

In ona version, authored by Sen., John Breaux, D-La., mandates would. kick “in
automatically if firms with fewer than 25 employaas railed to provide 9$3.5% of
their employees with insurance by 1987.

In his remarks, Boren appeared to favor an even softer approaoh, gsayin tha
mandates shouldn‘t kieck in automatically, but should only remain one opt on to
be considered if voluntary insurance raeforms and incentives don't work.'

Boren said the seft appreach is needed bacause it's the only way to attract
Republican votes. Ha reiterated his position opposing any, haalth bill without
broad bipartisan support. . , , ;

(MORE) DOW JONES NEWS 06-16-94 ‘ o |
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DEPARTMENT OF HEALTH & HUMAN SERVICES
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DATE: | 5//24

Telephone No;  Fax &p

i Bon Weich —  se¢ 357 22Y-3533
cc»—'é@'idwmhgo o dse gz

i

¥
FROM: Nan Hunter
OFFICE: _OS/Immediate Office B
PHONE NO. 690-7780 ‘ | . B

FAX NO. ___690-7998

COMMENTS : Bf/a“mm Are f'ufv Ww %72’\45 of ﬂ/fed/am—e laan)
i wvidhh both wd/:ww' and Ademinsiiaie reaen bre
bared and @ porsthar Medicare V acavk ckia émfﬁ by
rvdAc/aJ.’ reajew. vans Jremmhqg Alnts She e m_‘z &e,
wSy" Yplicahons if %5'23’2. 1% MW 7o a&y;eaff —
' W Yo Shovld caut &Aﬁf dmroﬂo/ ‘f% 5560,

No. of Pages (including cover) ‘:5’ ,



I

e tle e envn o

T .subseghqn (c) qf,tbia aewoa, J.nclu&ng adi\mtmmts under aubsechon {eHEXF)

5-24-94 = 1248 000 lmtiDIA'l’b' Orr1CE=

42”f~§ I395w«ﬁ4 PUBLIC »ﬁmmmmmwmnmﬁ
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i} inchdetin, Aheireport.an. examination of the factors (including factors
‘pélating 16 diffemnt aewms and specxﬁc categories and graups of services and

‘geographic and: demagmp'mc vaﬁaﬂcns in ut.!hzatmn) whic.h maycantrmute to
mnhehwgee i . .

“The' Secretary shnll include in each ann\ml repart. undez- suhpmg-aph (B)
S mwmmendaﬂoa&-—

1)’ sddvessing 'any’
* {1 onutilization review,
(1) on physician education ar patient education, g f’»;

W '(:v) iad,ﬁresmng aa}y problems of heneﬁcxary BeCess to eare made evident
by,mmord Hng pmeeasc and.

g SENTES
The: ?hy#!eian' ‘Pajjhiert Reﬁew Cnmrmsswn shall cornmint on the Secretary’s

' .’reéammendat!o and in'devéloping its comments, the' Commission shall con-

i vehe ‘#nd ‘Ganiéilt:a* phnel "of ‘physician experts to’evaluste the: {mplicatons of
medxcal utﬁxzatmn pa.ttzma for the quality of and access to’) sﬂ

area for parbclpat!ng and non-pamdpaﬁn phymcm. and
st mdy be chetged consistent With subsection. (2)(2) of this
Bhall- hetm;sm:lﬂed in ctinfunction with noﬁcee to physicians,
uhder 8 cﬂnn 1396u(h) df<this tﬂ:le “rélating. to the

-, ‘1' r." . . . .
(A) the detsrmination cf the atﬁ\:stéd lustencal payment basia {as daﬂn.ed in
subsection @)2xD)G) of this sectjon),

- (B) the determination of relative values and reletive valie units under

B LR L gh

--{,A ‘162

4 EA TN

: (l)changesmtheuulmationofand mcesatomcesnmniahedunder'
[ ﬂmp@rt

() fptssslble ‘sonrces “of  inappropriate  utilization: of Gervices furnishéd -

PUBLIC HEALTH AND

(D) the establiskm
#-this' section, and

(E) the’ eshih!hhm
: onder this section.

N (i), Asslstante- nt-surgexy ’
- (A) In general
Subject to subparag
phyeidm If payroent :
.. physician serving as's1

. exceed 16 petrcent’ of ti
. seetion for,the global ¢

(B) Denlal o! payment in

I the Secretazy dete:

8 ‘surgical ‘procedure (
*pereemagn of sach prec
~of & phyeiciar as an assi
be made: under this'; w
“pmeedum :

(3) No eomnarability adiustmz

““For physicians' services fo
this. gection— .

m-(A) 8 cama- may not
.+ section 1395u(bX8)XB) of

higher than the charge
‘i« .+ compareble circumstance

. (B} o ‘payment adjum
’ t.xtle, ‘and

(C} sectmn '1895u(b)(®)
Q) Dmnltlom 4"" N
tln th:s aection

(I) Cat.egorx

) “The fem “fee schedule am.
&‘tle“for purposee o£ wmpuﬁng

S grapha (IL (2)(A), (2)(10). (ZXG)
% than dinfes] diagnostic laborat
e (E)(SJ* (g), mfi(h)Ofﬁm sectmn

4);>'Pracztcc expmm . :
The" terms "practzee expenses

_serviees, excluding malpractice
. czsn fnnge beneﬁts :

mg*u, 1985 &, 831, T:ﬂe xvm 5 *
- §+68108(a);- 103, Stat. 2168; ‘and amended
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ecorumendations and 5 "(D}ﬂtemtabﬁshmentofgmgraphkad)mtmmthMnndermbucﬁnb(e)
nd recormmendations. oP this- id

(E) the’ emh!ishment of Q}g ayatm m, ding o ‘phiysici
, under ti-us nectmn w10 IR O by
. b (2) Asaishnbu—-w ‘
Aces furnihed under 0w (A In general ER S e e N
e related categories, ' Subject to" subparagraph (B). in the'cese of 3 mgmal service fumiahed“by a

servic ished . physicisn if payment is. made separstely under this part for the services of 8
;}f: @zpendmund:r A PbJ'Bl serv:gw 8 an asaxstaat-at»eurgery ﬂae fee sc}xednle amotnt shall not

o - excedd 16 pei‘éﬁnt of the féd schedule amouri omme détennlned ungu thié
1WTEMOMMP& S

,..vBéetion. Aor.the. g!{)bal surgzcal faervhae nvolved;
(B) Dg.nlal of pig?m\tlin cartnln cases e e B
S If the Semdary,det&mines, ‘based on the most :ecent data xvmlable, tha@ for,

- )_‘ 3
o

with o
; n *wrgmal ‘procedure (or clags of surgieal pmeedures) the national average . .
: ‘“bPN’ﬂngh (A ‘percentage of such procedure ‘performed under this' part which nvolve the jse. -
XE. ﬁ“ﬁ‘:gﬁi m of s physician’ #8-an assistantiat surgery ia less than § percent, no payment may:

pz-ﬁcednma

. may cemz—ibute to be made: under &his part ior aei'vmes of a asmtant at surgery involved‘in

the

(3) No eumpmmuy a!ﬁun&mnt s e e

B “'Ror phybichns semee,s for whlch payment under this !s detemnned
g mhpmgraph (B> : rh;s sectioni— . " - pm

i (A) & carrier msy not m;ke any adjustment in thé paymen:, ammmt mdsz; .
». section 1395u(b}8XB) of this title on the, basis that the payment, amount, is
. ligher than the charge applicable, for 8¢ cothparable ‘services and under i
u}mmmble circumataneas, to the policyholders and subscnbers of the carrier,

(B} xio'i:aymeht Adjustment ‘may be made under section: 1395u(b)(8) c&' t!m K

S ~':r...r4‘. .‘"~‘

care made emdent

appﬂvpriate. 3

L on the Secretary’s
mrnissfon shall con-
the. impncaﬁoha of
s tg! paﬂent ‘care.

3 cti

: . -f 'I"hvé term: category" ineans, wlth reamct to physidans semcea, snrgxeal sarvis:—
etm-y shall send to : ' ‘es,dnd” 1 ‘physiciing” Bervices other than surgical ‘services (as defined by; She
whing: phymcians - S?c mxgy d inclu; ‘janesthem ‘services), primary- eare services (as defined in
aiians', suppliers, tion 18 ﬁ(i}(d) qf § title), 'dnd all otber physicians’ services. The Secretary

’. ; e i

‘pérfrmed by the ep and pnb!ish such: daﬁniﬁon n the Federal Regikgér nh
aints that apply for

n‘iligo.n (g)(2) of this

he :term *fee schedulé area” mearis & lomlity aed under section 1395u(b) of \‘,hia
cL e for purpoaes of mmpupng payment amounts for pkysiaans servlce's e
3y Pkynlciana‘ mn .
ne ‘3 Sl

. . dianh spfmes mcludes iteims ‘and’ aermes de§gribed in péra’
. his . Sl’apha (1)- ‘(Q)CA): (2)(1)), 2XG), (3), a,nd Wl smon 139532(8} ‘of ﬂll& title ( o’t.her
ﬁon 18951{ of t! . then’

;clinjcal tie Jaboratory, tests and, except: for, purpoiss “of subsechona
o (a)(S). (z). ana"ch ortm’s

ush {a% deﬁned [

‘aecﬁon such. other itens and. gervices, as thg Se:mtm'y may
alug wilts undm' e "::P'“’“" ""“"‘ T ‘ ST
abection {e)@Y(F) 2 <iThe Yermi “pmcﬂee “expénises” Includes all expenses for furnishing  physicians! -
Remndliabon Act © . .services, #xeliding malprac;lce exgenses. physician. compenaation, snd other physi- .

. Clan fringe benefits, T
sctxon (d) af thls (Aug

*14, 19858 3. - 681 'Il!ls XVIII(:§ 1848, as added:Dee. 18; 1989, Pnb.{{. r1014-239 Txﬂa VI
- §-6102(n); 103 Stat. 2163; ‘and smended Nov..5, 1990, Pub.L. 101-50& Title XV, §§ 410200), (232},

163
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i") the -numerator of whlch s the
such-period whick: were ‘roade .up of
to bemefits under part' A of. this
Yﬂﬂﬂm income benefits (excly
XVI'of this chigpter, and'the denbm-
Ps patladt: days for such, fiseal: yeat
hm were enuued to beneﬁta unaer

Bizniﬁcsnﬂi

8), tbe numemtdr of‘wb!c!i i5 the'
eriod Wehich conislst: of patistits who
8noe under'a: State plan-spproved
ware not entitlsd to benefits under
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aiate shiré adfistimant
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rﬁl 1990 andonér'before“
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., mm;éées'oemgduﬂngme frst a'wm& coet 1y
thatbeginonorafteré.prﬁl.lswme ‘

amount for the cost, reporting beriod (ss defined In subssction tb)(s;cn of thia
. ;section) &xdotds the amoant deterinined imdér pardgraph, (1mmy,rud

any. subsequert, o4t 7

G, fa dhdm ocpurring. during P
me and. wcwm;% Sﬁnereepm‘{m mount by whi
s 8 repoz‘ting pﬁﬂﬂd 28 gennes. ..8U
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coet reporting period: to the previous-coet reporting period, 8 decroase of more-
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umﬂwhmpiummeﬁxedmttinmintbembdm
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the Beptembér: 1 before ‘each . Beal yedr &eshmns_,.wi ; i of ik
dea&ipﬂon‘otmemethodologyanddmm:nwmmhng aﬁjtmd - PPORTH 0.
thve paymerit rates under this mbaec&cn, mcl\xdingm adimentsroqulredwer
wud:on (e)( }(B)pf thzs aeeﬁnn. . . L
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' use (ii) of this subparagraph shall be subsntutcd for the sum -
RN - red to in paragraph (SXF)(ii)1).,
ze S(t g ‘ (iv) Subparagraph (H) (relaung to excepuons and adjust-
on ,‘;, . ”_“ .
under ) A) The.re is hereby established the Medlcare Geographlc
n sub _ e cation Review Board (hereinafter in this paragraph reterred .

‘ e Board")., Lo
i:;s -rela 3  The Board shall be composed of 5 members appointéd by *
respey retary without regard to the. provisions of Title 5, governing

R.G Prosp: ‘* . {ntments in the’ competitive service. Two of such members

o ill be representative of subsection (d)-hospitals located in a rural
uted unde S fiegeiit der paragraph (2)(D): - At least 1 member shall be knowl-
r hospitalSBE: et ohle in the fleld of analyzmg costs with respect to'the provision
and patient hospnal services. a

parm ' i )‘I‘he Secretary shall make initial appcmtmcnts to the Board as
\ ‘ed in this paragraph w1thin 130 days aftcr December 19,

5 esnn]ﬂ & :

??shis I:vuhi (1) The Board shall consider the applicauon of amy subsection
1der c]: g Mhospital requesting that the Secretary change the hospital’s
5y a fac aphic classxficanon for purposes of determmmg for a fxscal
ve hospita}

gmpatz%l (D) the hospltal’s average standardlzed amount under para-
second and 3 aph Q)}(D), or -

ssection {d)] (M) the area wagé mdex apphcable to such hospital under

manner ag) paragraph (3)(E). A

paragraph] i} ‘A hospital requesting a change in geographic classxficatlon
such para:3 ler clause (i) For a fiscal year shall submit its application to the
srence to A3 “'Boa ..not later than the first day of the precedmg ﬁscal year.

4
]

11 apply 1g¥
under this?
sy apply o4
subsection.; sions of section 557b of Title 5. The Secrctary shall issue a
s).’ i ?ﬂh’dﬁon on’such an appeal not later than 90 days after the date on
or indirect.] th the appeal is filed. The demsnon of thc Se::retary shall be

se the sum. g nal and shall not be subjec 1

‘A) of this 3 " (D)t) The Secretary shall publish guidelines to be utilized by the

r clause () S rd in rendering decisions on applications submitted under this

m referred. 'f' ‘Paragraph, and shall include in such guidelines the following:
& (1) Guidelines for comparing wages, taking into account oc- -

nate Sh‘“‘ a ‘55 iCupational mix, in the area in which the hospital is classified

escribed in . '&and the area in which the hospxta] is applymg to be classxﬁed
N QUSCA 8 13850 10 190013 . 287 "



http:yearshi.ll

g |

R

2\ (AU V X
e el

' | { /M
Lyt ity
ol et e

\9 ()






RPN »coverage. _.‘;, ;

[ -

COnversations with companies and organizations concerned about -
health care reform

These companies support universal coverage and employer oL .
responsibility, but they are very worried at this point as to

- whether they will be better or worse off under a new bill. . -
Multi-state employers continue to be concerned about their
ability to offer a standard benefit package and administer across
state lines.. . , , o

1. They are . fully committed to employer responsihility because
they are tired of paying the cost shift for non-insuring "
.employers. ' "They . know that it will be difficult ‘to have a*
f1nanc1a11y responsible program without it and universal

very worried and are asking should there be a bill this year?;

3. They are having discussions around three issues with® Senate
.~ and House staffs, and’ vith the Milbank Group of state S
\ authorities.‘o. , , ¥

’ 3

- The issues are: cost containment data collection and . financing.

Interestingly their discussion is around interin rules or
language, which indicates that those with whom I was speaking
accept the fact that there will be a final solution in a bill.

4. Financing is the major issue for companies.

The problem: They will have to pay for state interim -

: » solutions when they already cover employees.
‘They have successfully avoided taxes because -
~of ERISA waivers in the past, and are - .7, : -
concerned they could become liable for CNI or
othir payroll taxes on a state by state
bas S. -

- They thought that they were making progress
until negotiations with the rep from Maine,
Rep. Rydel (sp. ) seemed to blow up. - ‘
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Data

For those paying for coverage for workers now, the
real deal breaker would be no universal coverage, -
no or weak employer mandate, and a collection of
taxes from those already paying for coverage, to
pay coverage of the uninsured. . .

Potential solutions: The businesses do not have

consensus yet on this. Some businesses find this

a break point, but others are willing to discuss
‘ compromise on financing solutions.“ ‘

One solution posed for discussion: temporery

- assessment of the 1% social cost in POTUS bill, to
be revenue shared back to states with verifiable
need.

"Feds could define who is ERISA qualified in
federal regulations, (currently the self-insured

. self define,) this would stop tax avoidance ... . - .
problem in states. Then you could tax theénon-
ERISA companies.

uhnother solution would be some ’federal r
source.® .

- ‘Another sc1ﬁ£18£; éwa§s”ahé"nésh§“%inané ne
. solution withzemployer mandate and}univers 1
- ~coverage.® w

.;”"25% excise tax is not acceptable

1

i“Tax on premiums is not acceptahle.uwf

The problem: lack of national guidelines and standards
on data collection, which could cause companies to keep
separate benefit data systems by state.

Fear that states willvrequire additional data. .How
much? Harmonization issues. .

Potential solutions: Can the multi-state employer SN
offer linked data? - ‘ ' 3 R

They want an 1ntegrated data base, consistent

.comparable outcomes data.

COnsider voluntary additions and experimentation? K

Thls issue is more easily solved in the opinion of company reps.



6. Cost Containment

‘Problems: Very worried about "any willing provider' '
issue cutting into managed care capability. ‘

- Worried about Maryland conflicts. Can’t satisfy other .
issues, if have to deal with MD as standard.

~Some can deal with an expenditure target faster than
POTUS proposal.

Again this issue is not one on which they see no compromise. One
or two companies might be willing to try to work on something

with the National Medical Association and Black Caucus, because . -
they have some understanding of the fear of discrimination. '




Al
o
J;zf?*
.«:r’-‘




(14355 &

¢S

-

Hig

gy

o at

at 'Kennedy level for 'non-workers - -

Kennedy ' level for.

carve

i KRR
o

.. In".conjunction with- 2,:dt subsid

A
B B

i
i,

Ry

k4
vl

iy =y

L f\"_“&p‘ft;‘ g
g

R

S

g -y
7'*3;«



(% Billions)

Hias %
HM&:QXO /Yp 7 '3\‘7'

o

PO - N ¥ Sar—

o{'aaﬂ

ﬁ‘—\f

((fb ¢ JoiSte .MLL(’,&’\\

o — ‘},/\wmﬂ”'w G J”Q‘
-1995-1999 . 1995-2004
Outlays Pociine ~ 1%
Low Income +142.1 . v | +613.6
Voucher e
Program
Medicaid - 43.6 -268.9 |
Medicare -469 7Y 2799 .
Other Federal -10.0 - 25.0
Health (1) ok
Revenues , ¢ P4 A:i!w
o . L. _,_:’——-—-—'—"‘”'"'/—.
Tobacco tax (2) |-709 (3 D) |-1384 Ry
, < py o
High Cost. Plan - 4.7 -17.1 ) .
Assessment ‘ l
Tax |+ 6.8 + 70.2 ”3}‘6& ‘f""ﬂﬂw) \
Expenditures . e %“’L
Other Revenues |+ 2.7 +7.1 | Py
1
Net Deficit Effect -24.5 -38.4

STAFF ESTIMATES. PRELIMINARY AND UNOFFICIAL.

¢)) This includes Postal Service reforms included in the proposal. Because of imsufficient
~ ' information, it does not include an estimate of the proposal’s effects on FEHB, the
PHS or the cost of administering the vouchers. The proposal does not appear to
affect VA, DOD, or the IHS, so no spending change is estimated.

2) This assumes a $1 pér pack cigarette tax increase :starting in 1995.
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Ch01ces About Coverageffor Abort on.Serv1ces ;'[t‘;f”‘¥‘~ AR Yy

'_,?: The cost of abortlon coverage ig: $8 67 per pollcy, based on
Lol the estlmated communlty rate requ1red5to fund abortlons

“An 1nd1V1dual may waive: abortlon coverage 1f the 1nd1v1dual

?has a’ ‘moral or rellglous objectlon to thls serv1ce. If the

1nd1v1dual walves abortion coverage, the 1nd1v1dual s .premium

obllgatlon ‘is ‘reduced by, the appropriate share of the"
communlty rated amount attrlbutable to abortlon coverage.

,~Q rellglous employer may:vchoose not :to- pay for abortlon’.
‘coverage- If  the employj“ chooses not to pay. for abértion .

ﬁcoverage the employer;s'premlum contrlbutlon 1s reduced by‘

;to abortlon coverage.;»
;dlfference._qu’ A ‘

A rellglous employer 1sﬁan employer.that
;taxv exemptlon (under SOl(c'(3) ERISA
| i “and’ (2)° yhole’ of

qualifles_forfyﬂﬂ
"Church plan“:_- e
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Commumtv Ratmg Egg Targel 1s adumlcd mei: i lhc commumty

. 1997)..

1

' p Expcncnce Raied Groun Target is ‘zd}uetcd mem in lhc expeneme

‘rated pool ‘with growth cqual to HSA rates plus l% (ldggcd to bcgm in.

rated pool, with growth squil to HSA rates plus’ 1% (lagged to begin in - Lk

\ ) 1997) Plan. prcmmm will 'be ad;ustcd to 1akc th" paol $ cxpenencc into. -
* accoum for firxm ot < I')OO SRRt » -
. _Ratc is sct '»:uc,h that rcw,nue dnd aubsxdy R)Sbﬁb 1uc to gmwth in cxccss. ‘
of targcm is wcupmrcd ot Gl : :

K

"“.'Househoid bl]boldlb‘i avmlable f«)r 50% workex share ‘or houscho]ds up 10" RS

200% of poverty. NOII-WOF&GI‘/‘V‘!I’VC-'OU( Qubxldth avaL dblc for: other ‘S()% S
. sharc to houscholdx up to 200% of povcxty '

'de chdxt cxpammn for mdmdual premmm com*xbumns "g NI

Iobacco tax SR ', B

1% payroll ascmxsmem on the »00+ ﬁrrm
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Subsidy and Revenue Effects of Pool Size Changes*
(Assumes Administration Best Guess of Pool Size Effect on Premiums)
dollars in billions
1000 500 100
5 YEAR | | ———
Subsidics 360 /’1'76/ 400
Scleet Other Revenue** 40 /)?U 50
Corporate 4OQ‘“"'-—-50 e 60
Assessment . g - pN
. T - ‘—'- - = —— > ‘
Net Deficit Fiffect a0 7 ao ©) 0 aly olie
10 YEAR P e onf
Subsidics 960 | 990 1,070 —L
— . —
Sclect Other Revenue**. | © ~ 70. | 80 00
Corporate | 80 90 120
Assessment o S
Net Deficit Effect on (@) ——En—>
* Plan uscd for calculations is structured as&:l\low\_//
o premium = HSA-5% ‘
o individual wage cap; all fiem sizes eligible
o Prior to 1999, employer mandate on firms ot 20+ and individuals.

1999 and beyond, full cmployer mandate plus individual mandatc.
¥+ "Select Other Revenuc" includes only those changes in revenue that will differ (rom
the HSA. However, those revenuc changes that arc identical to thc HSA are taken

into account in the “Net Deficit Effect” estimates.

All numbers rounded to the nearest $10 billion,
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ESTIMATE OF PREMIUM CHANGES BY ALLIANCE SIZE

(ASSUMING UNIVERSAIL COVERAGE AND MANDATORY ALLIANCES)

ALLIANCE SIZE | BEST ESTIMATE | RANGE
{relative to CRO's
HSA estimate)*
All . .
5000 0% 0-10%
1000 0.5% ' 0-10%
s00 7“'-2%\* ~10%
100 / 6% 1 o.15% % d,\/L‘
50 [ 10% 0. 20%

. * Note: \
Includes AFDC-and-Noii=tash in pool. _
All woyrkers in split families follow higher wage earner.

¢0°d SI0"ON <C0:31 r6.0< NAC , 1adl
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(dollacs im billions)

Clinton Bill 1/1/96 eff, 58% deductible

.y

Lt / . {;z{ Alternative I/1/9§ eff, 50% deductible

7f SO0 (,{ Aliernative 1/1/98eff, 45% doduciible

7%

EY 952000 FY 95 - % Fy 2000 _4

6.9 2.5 100.1
38.6 21.6 6.9
346 - 212 78.0

10 — Year
1535

110.6

99.2
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Medicare Savings Under Health Reform: Adjusted CACT Estimates

Total
1968-99 2000-04 1098-2004
Hogpital Updates at MB=0.5 (1887 -2000) ‘ 2428 18,898 18,928
Reducs Indirect Med Bd © 13,580 30,820 44 480
Reduce Payment for Capital - 4,360 14,430 18,790
Phase Down D8H (20% reduction) : 3,354 10,871 14,326
GME Lag | @720 (700 (380)
Extond OBRA 83 SNF savlnga : 800 1.310 2,000
Prohibit PPS Examptions for New LTC Hosp 380 1,180 1.520
Ml Intaractions (588) (4.158)  (4,718) .
8&L Employees 6,122 7912 13,434
Real GDP per Capita V&i Factor 3,180 21,400 24,880
Set Cumulative Growth Targsts 3,978 8,150 13,128
Eliminate Formula Driven Overpayment 8,900 29,550 36,450
Competitive Bidding Labs . 1,210 2,130 3,340
-Competitive Bidding O2/MRI/Ct . 770 1,880 2,080
Income Related Pramium , 2,603 7,283 9.808
incon for Phys for Primary Cars {(88) {180) (205)
Prohibition on Balance Blling (860) (1,860) (2,410)
Extand 26% Part B Premlum with interaction (3,550} 23.030 19,480
10% HHA Copay . ' , 8,210 10,370 16,880
MSP Proposals 4,328 13,860 15,178
HMOQ Payment Improvemants : ‘ g6g 2,480 3,335
Reduction in Routina Limits for HHA : : 1,870 4,730 6,800
Contars of Excellancs , 600 550 1,080
Total Savings , 54.979 202,856 257,834
07/08/94
03:16 PM
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Medioare Savings Under Health Reform: Adjusted CBO Egtimates

_Hospital Update at MB-0.8 (1897 -2000)
" Reduce Indlrect Mad Ed

Roduce Payment for Capital

g =—~Phase Down DEH (20% reguction)

GME Lag
Extend OBRA $3 SNF 8avings

- Prohibit PP8 Exemptions for New LTC Hosp

Hi tnteractions
$&L Employeas

Rea! GDP per Caplta V&! Pactor

. 8ot Cumulative Growth Targets

Eliminate Formula Driven Overpayment
Compatitive Bidding Labs

Competitive Bidding O2MRIICt
income Related Premium

Incen for Phys for Primary Care
Prohibltion on Balance Biiling

~ Extend 28% Part B Premium wlth Interaction

10% HHA Copay

MSP proposals ‘

HMO Payment Improvements
Reduction in Routine Limits for HHA
Centers of Excellenos

Total Savings

1006-80 2000-04

1,850
10,450
4,509

2,714

808

- 608
380

- (362)

9,098

2,067
9.372
7,381
1.180
753
2,660
0
(788)
(5.594)

8,859
1,631
885
1,812
380

$4,833

| 07/08/64
03:12PM

10,160
23,668
12,332
7,628
2,631
1,260
1,350
1,483
0

21,878
83,718
29,028
2,303
1,346
7,430
0
(1,482)

- 17,300

10,750

12,024
2,485
4,416 .

100

228,128

Total
1995-2004

12.010

- 34,018
16,931
10,238
3,139
1,858
1,710
1,100

12:806 .

24,545
£3,080
36.379
3,578
2,009
10,160
0
(2,208)
11.708

16,609
13,668
3,380
5.927
480

282,962

PO/
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(dollars in billions)
FY 95 - 2000 FY 95-99 FY 2000 - 4
Clinton Bill 1/1/96 eff, 58% deductible 69.9 - 52.5 1011

Alternative 1/179§ eff, 50% deductible . 386 - 236 ' 86.9

Alternative 1/1/98eff, 45% deductible 34.6 21.2 78.0

10 — Year

153.5

110.6

99.2

-
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MEDICARE OUTPATIENT »pm:s“cmimbx DRUG BENEFIT

NROLLMENT

| o0 A ontpataent prescnpnon drug beneﬁt would be added to the Medlcare Part B
' beneﬂt package effective January 1, 1998. .

” o Bcnefxcxanes would have a choice as to how they would receive thelr drug bcncflt

+ ‘Indmdunls enrolled in HMOs vnth risk or cost contracts thh Medlcare would
receive theu' drug benefit through these entities. = - ,\ B

+ Beneﬁcmnes could enroll with capxtated drug benefit plans that have a contract .
with-Medicare (1h1s option would be available starting Jamlary 1, 200!)

+ Beneﬁctanes who do not enroli vmh a capmted drug plan would receive lheir |
. benefitson a tee-for-sexvice basis ‘ .

© COVERAGE -

o The Medxcare drug benefxt would cover all drugs, biological p:oducts and msulm -
" approved by the Food and Drug Administration (FDA) for all labelled mdlcauons -
and certain off-label mdlcatmns (censxstent with the OBRA 93 prcvlswn on coverage
~of cancer drugs)

\ .

- o Current coverage ot drugs used in conjuncnon with intusion pumps and parenteral
~ and enteral nutrition would he subsumed under a home infusion benefit which would
be part of the new Medicare outpatient drug benefit. Slrmlarly, current limited
coverage of outpatlent drugs and biologicals under Medicare such as =
. immunosuppressive drugs, EPO, anugena. blood clotting factors and drugs provided
mcxdent to a physxcxan service would be incor poxated into the dmg bcueflt ‘

o The Sccrctary would have thc dlscrcuon not to cover certain pharmaccutical
. -products listed in Section 1927(d) of the Social Security Act. Examples include |
* fertility drugs, medications used to treat anorexia and drugs used for cosmetic
purposes. However, benzodiazepines and barbiturates would be covered under the
Medlcare drug beneflt , T \ :

o The Part B premwm would be increased to cover 25% of the cost of the new
- benefit. The increase in the premivuu for the drug benefit in 1998 would be
approxnnately $7.00. _ . ,
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Cost Sharing . S N

o The annual deducuble would be $400 in 1998 Once the deductible is met,
beneficiaries would pay 30 percent cojnsurance until the annual out-of-pocket limit
was met. The out-of-pocket limit would be §1, 200 in 1998. '

o 'In 1999 and subscqucnt years the dcducnble would be indexed so that 509 of all' ¢

beneficiaries receive benefit. The out-of-pocket cap limit would also be mdexcd to .
assurc that the same percentage of beneficiaries are ass;lsted o
Coat Containment o S - TR
[N :
o Rebate Agreements As a condition of partic:pation in Medicare, drug /
manufacturers would sign rebate agreements with the Secretary. Once a rebate
. agreement is signed, all the manufacturer’s currently marketed drugs would be
‘covered. . Drugs used by beneficiaries enrolled in HMOs or, capltated drug plans
. and the working aged would not subject to rebates. -

o+ Basic Rebate Manufacturexs pay a basic rebate to Mcdncare for eaoh drug
" based on a pcrccntagc of the average manufacturer retail pncc (AMRP)

-i-‘+ ~ For smgle source and infiovator multxple souroe drugs (bmnd name
- drugs), the rebate would beé equal to 15 % of the AMRP '

L ++  For mulnple source drugs the rebate would be equa] to 6% of the o
S IAMRP ' S

S+ + + The Secretary wculd be requlred to determme whether it would be

feasible and desirable 10 establish a sliding scale for the rebates
based on the .reluhunsmp between the AMRP of a drug and the

 AMRP of the innovator drug. The maximum rebate would be 15% . - -
and the minimum rebate 2%, with drugs whose AMRP was closer ' :
to AMRP of thc innovator paying a larger percentage.  Total -
revenues from these variable rebates rates would be projected to .

- achieve the same level of rebatés as a flat 6% rate.

+++ If the Secretary determined that such a system of vanable rebates
~was feasible and desirable, she would be authonzed to n:nplement 1t
in. place of the flat 6% rebate . ,
3 i R -
lnﬂatlon Pmtectlon Under the rebate agreement, addmonal reqmremenrs ‘ |
would apply to mauufmturcrs of smgle source and innovator mulnple source

72.,
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drugs who increase the price of a dnlg at a rate h:gher than the Consumer Pnee
Index (CPI). Such manufacturers would he required to rebate the marginal
.. revenues derived from sales to beneficiaries resulting from such pricing policies.
¥ The baselme pnce would be the AMRP between April and June 1993.

Genexlc Incentlves The dxug beaelil encourages llu: use of generic drugs Unless a
brand name drug is speclflcally rcquested by the physwlan, paymcnt would be based
on the cost of the gencnc ‘substitute. R s _

O~

- o Prior Approval The dispensing of drugs that the Secretary, after consultmg with -

medical experts, determines are prone to mappropnate use or clinical misuse would
be subject to prior approval. In addition, if growth in program expenditures for
drugs exceed the rate of growth for the program as a whole, the Secretary would-be
authorized 1o require prior appmval before dlspensmg brand-name drugs if a generic -

substitute is avaflable.

0 Mall Order Malnlename Drugs The Secretary would be authorized 10 establisha .

mail order optwn for beneficiaries using maintenance drugs. The Secreta.r}' could
establish the price for drugs dispensed to mail order firms vu the basis of a
competitive bid. One quarter of the savmgs resultmg from the mail order optivn-
" would be shared with bencficiaries usmg the service in the form of a Jower .
. coinsurance rate or rebate .

Pharmacy Reimbnrsement

Z

- 0 Brand Name Drugs. For brand name drugs payment is the lower of actual charges

or the esﬁmated acquisitlon cost (E.AC) plus a dmpensmg fee.

) Generic Dn ugs. For generic drugs, payment is the lower of acmal | charges or the
median of all generic EACa in the same therapeutic class ﬂmes the number of units
dxspensed plus a dlspcnsmg fee. ~

+ Estimated Acqulsltlon Cost. The' Sccretaly would detelmmc the EAC. The
. EAC could equal a percentage of the published Average Wholesale Price
(AWP) or it could be determined based on a survey of pharmacies and
wholesalers. However, the EAC cannot be established at greater than AWP
minus 7 percenr - : :
e Dlspenslng Fee. The dispenmng fee for 1998 would be $5. For subsequent
© years, it would be indexed to the Consumer Price Index (CP1). All pharmacies.
- that receive Medicare payment would be required to accept assignment on all
_ prescriptions, answer beneficiaries’ questions regarding medication usage, and
submit drug claims on behalf of beneficiaries. Dispensing fees would not be
~ paid for EPO provxded to dialysis paticnts by dialysis [aulmca. for drugs

3

«


http:perce.nt

>

7-17-94 08:

22 MM FROM TP ] R (AT

provlded mmdent t0a physman service or tor home mfusron dmgs
Drug Utlllzatlon Revlew

o The Secreta.xy, in consultauon with medlcal experts, would develop a program for
. Drug Utilization Reviéw (DUR) to assure guality and contain costs. ' The program
~ would includc prospective and retrospective componcnts and would be smnlar to
.- that mandated under thc Mcdicaid program . :

+ ‘ Prospectxve DUR would be xmplemented to determinc whether any potentxal
drug therapy problems exist before dispensing a medication. o

o+ Rezmspectwe NUR, would 1dent1ty patterns of 1nappropnate prescnbmg and
‘ medically unnecessary care and result in educanonal intervention dlrected at the
physma.n or pharmacist . ‘
'+ Both pwspecuvc and retrospecuve DUR would idennfy mstances of fraud and
abuse : :

o The Secretary would be required to study the dcsuabxhty and Icaaublhty of requu’ing
that diagnosis be included on the prescnp’uon in order to expand the scope of DUR.
 If the Secretary determined that such a requircment would be desirable and feasﬂ:le, '
she would have the authority to xmplement it effective J anumy 1 2000 '

Claims Pmcesslng

0 The Secretary would estabhsh a pmnt-of-sale electromc claims processmg system
. which would be used to determine eligibility, process and adjudicate claims from -
pharmacies, and 1o provide information to the pharmacist about the patient’s dmg
use under the Medxcarc dmg program. :

o The Secretary would be authorized to conf'raci with entities othier than carriers to

administer the drug benefit. These entities could be paid on other than a cost basis.

i

:CEV [E DRUG BENEFIT THRQUGH A CAPITATED DRUG PLAN O

‘ HMQ

Enrollment

o Durmg an annual, 30—day open enrollment permd benefrranes would have the
option of earolling in a drug benefit plan with a Medicare contract or HMO/CMP
with a risk contract. Beneficiaries-who become entitled to Medicare between open
enrollment periods would have the option of enrolling in the month preceding

* entitlement to Mcdxcarc As with the risk program, 1o heulth screening would be

4
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\A permitted.

o The Secretary wauld prepare materials that would provide mformatmn that would
"~ assist beneficiaries in making a choice among the available drug benefit plans, HMO
' options and standard Medicare. The cost of preparing these materials wonld be -

born by the plaua As with the risk program, all marketing materials would have to
be approved in advance by the Secretary. Direct murketing (e.g. door to door, .
telemarketing) to beneficiarics would be prohlbncd

° Beneﬁolanes wishing to enroll in a plan could do so only throu gh a third party
designated by the Secretary. Enrollment in the plan would be for one - year, or until
. the next open enrollment penod o A \ o

* Standard s

o In order to be eligible to enroll beneficiaries, drug henefit plans would have to have
. a contract with the Secretary. Contracts would require state-wide service areas.
‘There would be no limit on the number of contractors in a state (unless the
Secretary opted to use a bidding process to determine payment in which-case there
would be one entity per state). A HMO with a risk coatract, however, ¢ould not
also have a contract in the same geographic arca as a dmg beneht plan ‘

o Drug benefit plans would have to meet access, quality and financial standards similar
to those applicable to HMOs with risk contracts. In addition, both drug benefit -

. plans and HMOs with risk contracts would have to meet other standards that would
be developed by the Secretary which would address:
+ Drug utilizanon review reqmrements |

+ Formulary structure (definmon of major indicauons, minimum requlremenm and
o pxocedmes for a physician obtaining coverage of a. drug not on the formulary)

F Beneﬁcmy safeguards m regard to use of prior authomauuu
+ Comphance programs : | B
A Prdcedures for oubof-«area claims I | o =
These standards wonld be developed by the Secretary by Ja.nuary 1, 1997
¢Drug benefxt plans would be required to prmude access to a pharmacy in every .

- commuaity throughout the state. In addition to this state-wide pharmacy’ network
mail-order pharmacics could be offered by plans as an option to enrollees. . -
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Beneﬂclaq Cost-Sharlng

‘0 Similar to the risk contract pmgram, dnl g benefit p]ans ‘would have the opnon of '

offering a cost-sharing structure that would be different from Lhat under standa:d
Medicare They could - v

+ reqmre a,mouthly premjum in lieu of part or all otlier cosi«she:ing.~ B

+ offer a point-of-service option with coinsurance higher than the 30%. under

standard Medxcare

However, the sctuaial value of the plan’s premium and cost-sharing could not

. exceed 95% of the actuaria] value of the deducuble a.nd comsurance under standard
: Medxare : :

- Both HMOs and drug beneﬁt plans would be prohlhlted from havmg dxfferentnal
~ cost-sharing based on the therapeutic class of drug prescribed or other cost-sharing

structures that the Secretary believes would be likely to discourage enfollment by
mdmduula with medxed] wndmons that requlre ‘extensive use of prescnpuon drugs. -

Payment

‘o By Jaauary 1, 1997, the Seoretary would determine whether HMOs should be paxd

for drugs according to the current payment methodology or through an-add-on based -
on a different methodology or dxfferent demographle and/or geographlc factors.

o By January 1, 2000 the Secretary would determme whether payment to drug benefit .

plans. would be based on the methodology used for HMOs or ona blddmg model.

t

_ EQUAL ACCESS 10 mscoum:s

o As a condition of partimpatwn in Mcdxcalc, manufaeturew would have to offer the_ :

AN

‘same discounts-to all purchasers on equal terms and conditions. Manufacturers'

discounts would have to be directly proportional to the impact of the purchasers’
terms (i.e., single site delivery, vqumc purchascs, usc of formulariés) on the
manufacturers costs. o o .






