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Benefit Package

HSA - 8% actuarial value;
premium path through time attached

Community Rating Pool

Transition Policies: Pre January 1, 2000
Mcasures to Voluntarily Incresse Coverage

Option 1: individuals and firms of <= 500
are in the comnunity rated pool. There is
no opt in for firms over 500. &Fy
Option 2: individuals and firms of <=\100

are in the community rated pool. There ifc\
no opt.in for firms over 100.

Subsidics to very low income families

subsidies 10 those < 200% of poverty.
<= 75% of poverty receive 100% of
premium subsidy;
75%-200% -of poverty receive
subsidy, phasing-out lincarly
This is-a voucher subsidy wortha fixed
percentage of the average premium, as-
under Chafee and Finance Mark

femid-Welfare to Work Policy:

ﬂ,\ml\ DS I M @{gﬁi -ﬁ\/
Incentives (o insssare Medicaid program
participatigr= Lot vt v ¢ erdrupedy
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Speedtp-Medicaid coverage tor low-

income children and pregnant womeny
by w

‘2 Y% increase in FMAP; or decrease MOE

Provide a second year of Medieatd funding
tor those leaving welfare for work.
(*estimated out of model*)

Provide financial mccn‘twce for state: %0 f.rw/
X (.«(’-f

me*edw-p&merpmﬁ-m Medicaid ¢

X% increase in participation would lead o
payments as a function of expansion

Make all children and pregnant women in

poverty cligible for coverage in 1998 or -
1999 (Je=t-wr Gapflmbe o0&~ Curmt EC?w
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Job loss related uninsured

12:10 No.014 P.0O3

| 80% coverage through community rated

pool - subsidics based upon expected
income over the next quarter, or some
generous measure (perhaps like HSA, not
counting unemployment comp., eic)

-Schedule is HSA like 250% of poverly

marginal rates (attached)
(*estimated out of model?* Nced _]Ob
turnover data from DoL?)

Incentives for cxpansion of employer
coverage

Provide 8% individual wage cap subsidics
to firms for their workers that are not
currently: covered as long as they contribute
50% of premium for standard package.
Workers would be cligible for subsidies on
their S0% share; houschold payments
would be cdpped at 8% of AGI, and those
under 200% of poverty would get larger
subsidies as specified in attached marginal
rates. (can we do this in-modcl if we
attach a specific assumptlon about take
up?)

Special program for firms of less than 25
workers, not currently covering their
workers. '

Subsidics as in expansion of coverage
section (above) would be provided for these
firms. Additionally, any individual
subsidies that the houscholds under 200%
of poverty would get (as detailed in section
above on subsidics to the very low incomne)
could be uscd to offsct employer costs.
Assumc 20% of cmployers in this firm size
group tuke up the offcr.(can we do this in-
inodel if we nttach a specific assuinption
about take-up?)

Medicare

Medicaid

Cash AFDC units reccive full subsidies for
community rated premium. (This can be
done out-of-model if nccessary)

SS1 is out.

Non-Cash are bought a comununity ratcd
premium if their income is <= 100% of
poverly. If their income is > 100% of
poverly, they are trcated the same as other
low income people. '
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| Tobacco Tax

Mandaute Policies:
L ,

A

Same level as IISA

1/2000_and Beyond

e\

Specifications of the Mandate

50% cmployer mandate on firms of X
workers or more, where -

Option 1A: X =25

Option 1B: X =50

{ Option 2: X =25

Individual mandate on individuals/familics
Switch to Per Worker Preinium

Employer Subsidics

8% individual wagc cap on employcer’s.
50% share. Employers in the community
rated pool ure subsidized on the community
rated premium mcan; employers in the
cxperience ruted pool arc subsidized on the
expcrience rated pool mean.

Payroll Assessments

Non-covering employers (those in the

| carve-out range choosing not to cover their

workers) pay zv&{% of payroll assessment

Household Subsidies

N

Workers arc subsidized on marginal rate
schedule (attached) for household's 50%
share. These special subsidies phase-out at
200% of poverty. In addition, no fanily
pays more than 8% of AGI for their family
50% share. '

Non-workers and worker’s are "carved-out"
are also subsidized on the "employer” 50%
share, according to another marginal rate
schedule (attached) which also phases out
at 200% of poverty. Non-workers’
reference incomes are non-wage AGI;
carved-out workers’ reference incomes are

AGI. N /\/\/\/\ .

-

- LN
gxpcricnce'Ratcd Plan Asscssment

N

W \ | i
Experiénce rated plans with premiums

below those in the community rated plans
will pay an assessment into the community
rated pool. This assessment will be
charactcrized soon.

DN
wfw;
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High Cost Plan Assessment

To be churacterized soon, and any price
effects included in the premium path
dclivercd.

Tobacco Tax

Sune cvel as HSA 3 &[5 WO,/&/‘,U

Medicuare Savings

| Same as in Finance Mark

Bwdrag-berchit 7l b dey £ nf

Long term care benefit (show scparately)

Mcdicaid

Non-Cash: "In" - treated like all other low
incomc units.

AIDC Cash: "In" - treated like all other
fow incomc units.

SS1 Cash: "Out”

ot
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Benefit Package

Suggested Changes to Pre-Mandate Policy for

.................................

June 7 Option

L

HSA - 8% actuarial value;
premium path through time attached.

1 :Community Rating Pool

Option 1: individuals and firms of <=500 are in the
community rated pool. There is no opt in for firms
over 500. :

Option 2: individuals and firms of <=100 are in the
community rated pool. There is no opt in for firms
over 100.

| Subsidies to very low income families

Transition Policies: Pre January 1, 2000

Measures to Voluntarily Increase Coverage -

Subsidies for those <200% of poverty.
<=75% of poverty receive 100% of
premiumn subsidy;

75%-200% of poverty receive subsidy,
" phasing out linearly.

“This is a voucher subsidy worth a fixed percentage

of the average premium (as under Finance bill).

Welfare to work policy:

Incentives to enroll individuals now eligible but not
participating in Medicaid program:

Enhanced subsidies for low-income pregnant woman
and children:

Provide two yearshf coverage for individuals
leaving welfare (Medicaid now provides one year).
Individuals receive 100% premium subsidy.

1 (*estimated out of model*)

Require point of service enrollment by providers of
individuals currently eligible but not enrolled in cash
assistance programs. Individuals receive 100%
premium subsidy. (*estimate AFDC costs; federal
government could increase share of AFDC for
those who enreoll threugh this policy)

Pregnant woman and children below 185% of
poverty eligible for full premium subsidy in 1998 or
1999. Individuals receive 100% premium subsidy.

Job loss related uninsured

Individuals that work for at least six months and
lose their jobs are eligible for enhanced income
protection for subsidies while unemployed. For the
purpose of calculating AGI for subsidy eligibility:

—-UJ income is not counted toward AGI;
—-Exclude from wages earned in the year
up to 2X the applicable monthly poverty

income for each month worked.

(*estimated out of medel?* Need job turnover
data from DOL?)




N

Incentives for expansion of employer coverage

Employer contributions for currently tminsured
workers are capped at 8% of individual wages.
Employers must contribute at least 50% of premium
for standard package to be cligible for subsidies.

For employers with less than 25 workers, employer
shares in individual low-income subsidy. Assume
20% of employers in this firm size take up offer.

Note: There seems to be no reason to give
workers who get coverage through this source

‘more generous subsidies than other families.

(can we do this in-model if we attach specific
assumptions about take-up?)

Medicaid

Cash AFDC units receive full subsidies for
community rated premium. (this can be done out-
of-model if necessary)

SSI is out.

Non-Cash are bought a community rated premium
if their income is <=100% of poverty. If their
income is >100% of poverty, they are treated the
same as other low income people.

Tobacco Tax

Same level as HSA
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It contams the fol]owmg dlffcrcnces ﬁ'om HSA..

5
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 state (I don’t thmk multlplc winners would work ) | |
- Remember that this single entity would be competing agamst ,
~ the HMO:s in the state and the fee-for-service benefit so-itis

o jnot the same world as cnv151oned in the MEDCO pmposal

A
%' demo paper.” Open cnrollment, with enrollment; only through«
- a third party designated by the'Secretary.: I've included that

- arisk HMO couldn’t be a. dmg benefit plan in the same

" geographic area - this would prevent HMOS- from usmg the
- .drug beiiefit to. tax get healthy peoplc for enrollmcnt in the '
W,nskprogram S oL

The rest of the specxﬁcatlons follow what we had in the

:" oI folded more e:ustmg drugs mto thc new bﬁnefxtas:Ways and
- _,Means did. HSA had only mmunosuppressives oral-cancer and

osteoporosm drugs (Not a lot of thought had been'gven."’to.thls R

".;have used competxtlve;blddmg no haredfvthe saving thh .
i beneﬁmanes

' fundcr HSA




oI gwe the Secrctary the authorxty to rcqmre dmgnosm on. the

prescripﬁon by 2000:if she thinks it would-be dcsuable and fea51ble. .
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" MEDICARE OUTPATIENT PRESCRIPTION DRUG BENEFIT

o A ouqmnent prescnpnon drug beneﬂt would be added to the Medxcare Part B
beneﬁt package effecuve Januaxy 1 1998 '

\

' 0 Bcneﬁcxancs would have a choncc as to how they would recexve thclr drug bcncfxt

n

-i ‘ Ind ' duaIs enrolled in HMOs mth risk of cost contracts thh Medlcare would
X g rece:ve then' drug banefxt through these entities. S .

+ Benef clanes could enroII mth capltated drug benent plans that have A contract




‘4 bcneﬁciaries would pay 30 percent coln
t-of-pockct limit would bc 31 200 in 1998

e

2
e
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. drugs who increase. the pnce ofa. drug ata rate hxgher than the Consumer Prlce 3
Tndex (CPI). Such manufacturers would he required to rebate the marginal
- revenues derived from sales to beneficlaries resulting from such pricing policies.
o The baselme price would be the AMRP berween April and June 1993.

o Genel lc Incentlves The drug benem enwuxagcs lhe usc of gcucm dmgs Unless a
~ brand name drug is spcclﬁcally rcquested by thc physlcmn, paymcnt would bc based
- on.the cost of the genenc substitute. -

- o Pror Approval The dispensing of drugs that the Secretary, after consulnng 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 to require prior approval he.fore dlspensmg brand-name drugs if 2 genenc
substitutc Is'available. < o

N Ma!l Order Malnleuume Drugs The Secretary would be’ authorized to establish a -
S mail order Optmn for beneficiaries usiug maintenance drugs. The Secrcta:y could
 establish the price for drugs dxspenscd to mail order firuss on the basis of a
'cempcunvc bid. One quarter of the savmgs resultmg from the mail order optivu-
. would be sha.red with bencficiaries usxng thc semce in the fom1 of a Jower .
. comsurance rate or rebate o ~ S -

Generlc Druxs B For genenc drugs, payment is the Iower of acmal charges or the
‘médian. 2 of : all genenc EAC; in the same: therapeutic class times the number of umts

, The ‘--Sccretaxy would dclcrmmc thc EAC The
- _[EAC could equal a percentage of th¢ pubhshed Average Wholesale Pnoe

. (AWP) or it could be determined based on & survey of pharmacxes and

N jwholesalers chever, the EA.C cannot be esmbhshed at greater than AWP
o ,mmus 7. percent BETRR SRS g

St "Dlspens!nz Fee The dispemung fee fnr 1998 would be $5 For subsequent
", years, It would be indexed to the Consumer Price Index (C Pl) All pharmacies
e that receive Medxcarc puyment would be.required to accept assignment on all
2,07 . prescriptions, answer beneficiaries’ questions regarding medication usage, and - -
@i owe o submit drug claims. on behalf of beneficiaries. Dispensing fees would not. be '
eEe e pa1d for- EPO provxded to dxalysm pancnts by dxa]ysn [auhnca. for drugs
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: -ipernutted

o’ The Secretary wnuld prepare matenals that would provide mformatxon 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 would be -~
~‘born by the: plan; As with the risk program, all marketing materials W uldﬂhave o -
. be approved in advance by the Secrétary. ‘Direct markenng (ceg door to”dbor, :
B ,telcmarketmg) to bcnefmancs would bc prohlbm;d ' -

2 | g “c:’:"f::»Banefmanes wxshmg to enroll ina plan oould do 50 onl)' thrcugh a th“d party
- designated by the Secretary. Enro]lment in the plan would be for onc yca:. or untﬂ;
: the next open enrollment penod O I "

Standards

T

e 0 . In order r.o be eiigible 10 enroll beneﬁcmneq drug beneﬁt plans would have to have o
P - @& contract with the’ Secrerary Contracts would require s state.wide sefvice areas :

. ‘Theére would be no hnnt on the number of contractors in a.state’ (unless the -
Secrctary opted to use. a bxddmg process to determme payment m whichcase there Y
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BeneﬁciaryCost-Shnring SRR o U

-0 Stmﬂar 10 the mk contract pmgram, dmg benefit plam would have the cptmn Of '
offering a cost-sharing strucmre that would be dlfferent from that under sranda.rd

Medicare. ’I'hey could

+ affet a poxnt~of-semce optxon thh comsurance hxghcr than the 30% undcr
standard Medlcare.. S e o A

However, the actuaml value of the pla.n 8 premlum and cost-sharmg could not
exceed 95% of the actuanal value of the deductible a.nd comsurance under standard

0 Both HMOs and drug beneﬁt plans would b prohlbxted from havmg dlfferentlal
cost-sharmg based on the therapennc class of drug prg.scnbed or other cost-sharmg

;gme’ dxscounts;:to“.all"purchascrs on cqual tcrm and‘conditions

‘A,", s
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INSURANCE MARKET REFORMS
Requirement for Plans

Guaranteed Issue'”
All health plans must accept all eligible individuals for coverage. §1004 and §1516

Plans cannot deny coverage based on:

- health status;

- medical condition;

- claims experience; -

- receipt of health care;

- medical history; -

- anticipated need for health care services;
- disability; or

- lack of evidence of insurability.

“‘Plans required to issue coverage except when:

- enrollment causes plan to exceed approved service capacity; or
- individual or group has not requested enrollment during open enroliment.

Open Enroliment™ - §1660

State specifies a uniform, annual open enrollment period for each community rating (CR)
area based on rules established by NHB.

NHB must establish rules on other periods and occurrences for enrollment changés.

NHB shall establish methods for direct enrollment of certain CR chgﬂ)le individuals in
certified health plan of their choice.

-

ssue through Cs'®

Plans required to offer coverage through all HIPCs in a community rating area and outside
the HIPCs. Plans are also available, through direct enrollment, to firms and mdmduals not
connected with the workforce.

No certified health plan can offer a rate to a HIPC that is more than the per-capila
community rate.

Extended Coverage of Dependents’ - §1011

Pians required to offer family coverage that includes coverage of dependent unmarried kids
up to age 24 and spouses. (This helps cover college kids on parents’ policy.)



‘ 07/09/94 04:38 oy NORTH POLE @003/010

Page 2

Guaranteed Renewal” )

Q(-n e XA (m{‘»:\«mu‘}ﬂ,\ Kfrg__).@;me/'e, [ i~ “'ﬂ“&,
Plans prohibited from terminating or failing to renew coverage for groups or individuals
except for:

- nonpayment of premiums; ‘ .
- fraud; or
- misrepresentation.

Pre-ex _condition Exclusions

Insured plans could not exclude coverage of pre-ex condition for more than 6 months from
date of enrollment. Plans cannot apply exclusion if person was recently insured by another
plan. Plans cannot apply limitations to newborn and must offer automatic coveragc of
infants on parents’ policy.

Health plans may not impose rider that serves to exclude coverage of particular cligible
individuals. §1004 and §1516

Lookback period of 6 months during first year; 3 months rhereaftcr Plans cannot limit
coverage if pre-ex condition is pregnancy.

After universal coverage is attained, no limits or exclusions for pre-existing conditions.

One-Time Amnesty for Pre-ex

Plans required to enroll any uninsured person, without limiting coverage for pre-existing
conditions, applying for enrollment during first open enrollment period. Such period shall
be 90 days in length. ,

Standardized Benefit Package
Plans must provide coverage of the comprehensive benefits package.

A plan may provide a standard catastrophic benefits package, but if it does, it must also provide
the comprehensive benefits package in the same CR area it provides a catastrophic plan.

If offered, supplemental benefits must be offered and priced separately from the
comprehensive benefits plan. .

Cost sharing policies can only be offered by the plan that provides the standard benefits
package.

< é.\ %.t/\w\ ’ (@ "T(Wmiw) (v\r--. 0/(/\ -(Q ﬂQt(\ . c,,,c_,&\b»{\id’\,
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"QQLn_n_mmgL_BAuﬂg(CR) ' |

States fmust’ estabhsh "health care cchrage areas". Statcs detennme numbcr of areas, but
cannot subdivide MSA and must have at least 250,000. The NHB must review and approvc
- health care coverage area boundancs. Can have mtcrstatc hcalth carc covcragc areas

N

_under rulcs estabhshcd by NHZB §1202

- - CR markct mcludcs* - o L |

e all ﬁrms w:th less than 500 workers, &

e unemployed self-cmploycd nonworkcrs, and MCdlcald (CaSh “on'cash &some MN)
s “-’ec1pxcnts,' MR ' |
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“Risk adjustment must account for dlffcrenccs in demographlcs, health status, gcographxc
area, socxo—economxc status, AFDC/SSI status, and othcr factors '

HHS must dcveloP a second mechanism to account for hlgher costs in the CR market
~ because of nonworkers and Medicaid recipients. Plans (including self—msured) in the non-
~ CR market would be required to pay an assessment based on the differences in health care
- costs between the CR market and the non-CR market. The mechanism must account for
- the higher ‘costs in the CR market because of the inclusion of nonworkcrs and Mcdxcald
., recxplcnts in thc CR market ‘ :

7 . State:s rcquued to operate remsurance pools mcenng fcdcral standards unm risk adjustment-
\ mcchamsm is in place o S . ‘

If Sccrctary dctenmncs or if state requests approval from Secretary, reinsurance and nsk
~adjustment systems can opcrate ooncurrently :

. Exxt from Market

“ Dunng transxtlon o CR p ans can termmatc coverage for peOplc in CR market only if
' exiting from all CR markct in- ontu'c State Cannot rc-cnter for 5 years from cxxt -

 After umvarsal cow:rage, a health plan may elect not to. rcnew or make available, a health -
- plan (or delivery system) in a coverage are only if the plan elects not renew all of its plans
.. [ of delivery sysnem m such an arca and prowdes notlce to the state and enrolled mdlv:duals

S §1516(1) : . RN . A c ‘ :

o A d;sconnnucd plan may not rc-cnter thc area for 5 years §15 16(f)
o '-g' iuarang»Fund h 2

Statcs re rcquued to estabhsh gua;ranty funds fcr all hcalth plans in CR market bascd on -
;HHSstandards L , : . . o

? {_\Reqmrements for Self-msureé Plans

S . In gcncral self-msurcd plans must meet, as appropnate msurance market rcform standards‘
S for CR markeL Labor Department wﬂl 1ssuc standards ) :

" cderal[g;gtc Rc§gon31bxhtxg

13

o _States rcquued to cemfy sclf-msurcd plans 0peratmg in only one state; Iabor rcquucd to
- certxfy multl-statc pIans c

S Guarggteed Isgu

S Self-msured plans must. aocept all chg1ble group mcmbers for covcrage
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.Sclf-‘»i‘hiu"r‘ed pfans c'anndt déﬁy g@v‘)\"rérége‘_lﬁasédl'on: x

- health status*
- - medical condition; -
e claims experience; A
- - receipt of health care;
. -'-‘,"‘:'_mcdlcalhlstory, L R S AT
S A,,anucxpatcd need for health care scmccs, R E I DO PR
SUETE lack of ewdcnce ofmsurabﬂlty S T L



http:t>y:a~oJhe!.p!a.Il

. lgo07/010

07/09/4

_Page'6
One-nme Amnesg{ for Prc-cx

Selfvmsurcd plans requlrcd to enroll wfout pre—cx lxmxts, any chgxble group mcmber durm g
fxrst open cnrollment pcnod (90 days) _— S

Standgrdlzed Bcnefi{ Packagc

Sclf—msured pIans prov:de standardzzcd bcnefxt package as separatc packagc. Self msured

plans may provide a catastrophzc package, but if they choose do so, must also. provide_the -

=40 standard | benefits. plan: - Plans could pmwde addmonal bencflts through ccrnﬁcd
RN supplemental pohcxes._. - - :

‘t”;dards :

o
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| HEALTH INSURANCE PURCHASING COOPERAT[VES

e Pamap_atlon in HIPCs

No employer or mdmdual required to pu:chasc covcrage through a HIPC Fxrms and
: chglble mdmduals can purchase through brokcr or du'cctly = :

. Eh ibili 't urchase hrou h PC .
Each HIPC rhust offer to cnter mto an agreerncnt wzth each small (fewer than 500 workcrs)
employcr that Wishes to jom that I-IIPC L R L

Employees of srnall fu'ms can enroll in plan of:fered through c:mploycr—chosen HIPC or
Wlth a plan chosen by cmploycr (if not offered throug,h HIPC chosen by cmployer) §1303

Each HIPC must offer CR ehglblc md1v1duals not connectcd to an, employcr [he
** opportunity. to enroll in plans through: that.HIPC Thc NHB must estabhsh appropnate
o cmrollment ru.les that HIPCs must follow S

g

Corngenng HIPC

HIPGs requucd to acccpt all ehglble mdmduals and cmpleyers mv thexr arcas :HIPCs mus[
cnsure that then‘ serv:ces were acccs51ble m aIl parts of thclr CR area., HIPC‘ “must ‘makc

] , on ev' of
"’Iuch must be a FPS and one of whlch must be POS Fof rural areas, Govcmors could
; alve rcqmremcnt that HIPCS offcr at least 3 plans - :
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HIPCs cannot enter into contracts thh hea th plans that arc not cemficd

Each HIPC must chargc mcmbers a uniform mcmbcrsmp fec whxch must bc calculatcd and;
' 'Jldcmxﬁed as a separate charge from plan. premzums §13OS , L

: Choxce gf Plans and EIPC SR L _ SR
- Small ﬁrms (less than 500 workers) choosc a I—]IPC(s) but thexr cmployces choose plans
- within that HIPC. ‘Workers in thcsc ﬁrms cannot enmll in: pIans thxough a HIPC not'

~ hosen by theu‘ ﬁrm - '

, 'HIPCs must be a non-proﬁt corporatlon and cemfied by a statc.v Each HIPC must. bc L
* governed by a Board -of Directors composed -in equal nuinbers - of reprcsentauves of
e commumty-rated employers, eligible employees, and ehgtble individuals. Members select -
Board membcrs nommatcd by. Nommatmg Commutee appomted by Board""" IR

;'.,Unxts of state or iocal govemmcnt would be perrmttcd 0 form a I-IIPC A Sbtate orlocal .
L govemment sponsored HIPCs have. specnal rulcs concemm lcgal and governmg struc[ure
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All plans offered through FEHBP must also make themselves avarlablc to the CR market :

Non-federal employee purchascrs would pay the local commumty rate for-that plan (plus
appropriate marketing fee) and would not-be a part of the FEHB insurancc pool.*
- Government-wide FEHB plans would not be reqmred 1o opcn to non- ft.d(’:l'dl cmplopr '
-cnrollment ' - Lo : . , . ;

. OPM, aftcr meetmg and oonfcrrmg wrth federal umons, must make rulcs rcgardmgl, ?
R 'supplemental benefits and the cost sharing: pohcres to. be offered (including any federal
. -~ premium contnbutrons) FEHBP supplemental and cost sharing policies; to be, offcred to.
: federal workers, annuxtants, and’ any other CR chgxble mdrvrdual a




’

Requu'e 50 percent employer contnbutlon for all workers

sﬁbs‘&y/nq employeé Sub3|dy

12 per cent efnployer cap/lower cap for smaller ﬂrmsfno

Emp oyee subsxdy--same.

Sk il
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