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Medicare Drug Benefit Package Descriptions 

Current: 	 $50 deductible in 1996 with 40 % coinsurance and uncapped 
copayment liability. 

Assumptions: 	 No Medicare drug rebates and drug prices grow at current 
rates. 

Package 1: 	 $55 deductible in 1996 with 40% coinsurance and uncapped 
copayment liability. 

Package 2: 	 $265 deductible in 1993 with 20%' coinsurance and uncapped 
copayment liability. ' 

Package 3: 	 $55 deductible in 1996 with 40% coinsurance and $1,000 
copayment cap. 

Package 4: 	 $265 deductible in 1996 with 20% coinsurance and $1,000 
copayment cap. 

Package 5: $265 deductible in 1996 with 40% coinsurance; once 
copayments reach $800, the coinsurance rate falls to 20%. 

Assumptions: 	 Includes Medicare drug rebate program. Drug prices grow 
at 3 % per year. Deduc~bles in all packages change to 
maintain a constant rate of beneficiaries over the deductible. 
amount. 
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Long Term Care Program Description 

Package 3 includes: 

• 	 State flexibility in designing benefits and program administration. 

• 	 Close-ended financing with a guaranteed annual growth rate based on 
inflation and growth in the population in need. 

• 	 Individuals with severe disabilities of all ages entitled top a minimum 
benefits level. Additional services available to the extent permitted by , 
the close-ended financing. 

• 	 No separate program for persons with MRlDD., 

• 	 A residual Medicaid program remains for persons not meeting the 
disability requirements. 

• 	 A monthly premium of $20 for the elderly with the low-income 
population exempted. 

• 	 'Liberalization of institutional Medicaid eligibility rules. 

• 	 Measures to <enhance the private insurance market. 

• 	 Tax credit for PAS expenses for persons' 'with disabilities. 

• 	 Medicare beneficiaries with incomes above 150 p'ercent of the poverty 
level would be required to pay additional Part B premiums of: 

o 	 $4 per month in 1996; 
o 	 $8 per month in 1997; 
o 	 $12 per month in 1998; 
o 	 $16 per month in 1999; and 
o 	 $20 per month in 2000. 

• 	 Phase-in schedule for Package 3 is 20% phased-in in 1996; 40% in 1997; 
60% in 1998; 80% in 1999; and 100% in 2000. Phase-in schedule for 
,current LTC package is 60% phase-in in 1996; 80% in 1997; and 100% 
in 1998. 
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Current Baseline: 

Federal oost for LTC 

Cost of Medicare Drug Benefit 

1994 

0 

0 

1995 

0 

0 

1996 

11 
16 

1997 

16 

17 

199B 

20 
19 

1999 

20 
21 

2000 

21 

23 

Deficit: 

without Short Term Cost Controls 

with Short Term Cost Controls 

t:tegRfiated State Maintenance of Effort 

Cost of: 

LTC Package 3 

5 

0 
0 

0 

1 

-6 

·2 

0 

18 

7 
-5 

5 

19 

7 

·6 

9 

14 

0 
-7 

14 

7 
-8 

-7 

18 

0 

-16 
-8 

I 
23 

Medicare Drug Package 1 

Meoicare Drug Package 2 

Medicare Drug Package 3 

Medicare Drug Package 4 

Medicare Drug Package 5 
- -­

0 

0 
0 

0 

0 

0 
0 

0 

0 

0 

10 

"11 
10 
11 

6 

10 

1 1 

11 

11 

7 

11 

12 

12 
12 

7 

12 

13 
13 

13 

8 

12 

14 

14 

14 

8 

Deficit without Short Term Cost Controls 

LTC Package. 3/Medicare Drug Package 1 

LTC Package 3/Medicare D rug Package 2 

LTC Package 3/Medlcare Drug Package 3 

LTC Packnge J/Medicare Drug Package 4 

l Te Package 3/Ml:ldlcare Drug Packa.ge 5 

-

5 

5 

5 
5 

5 

1 

1 

1 
1 
1 

6 
7 

'7 
7 

2 

6 

7 

7 

7 
2 

-0 

1 
1 
1 

-4 

-4 

-3 

~'3 

-3 

-8 

-9 

-7 

-7 

-7 

-13 

Deficit with Short Term Cost Controls 

LTe Package 3/Medicare Drug Package 1 

l TC Package 3/Medlcare Drug Package 2 

LTC Package 3/Medlc<lre Drug Package :3 
LTe Package 3/Medlcare Drug Package 4 

LTC Package 3/Medicare Drug Package 5 

0 

.0 

0 
0 
0 

-6 

·6 
-6 

·6 
-6 

..5 
-4 

-4 

-4 

-9 

-6 

-5 

-5 

-5 

-10 

-H 

-13 

-13 

-13 

-18 

-19 
-13 
-18 

·18 
-23 

·25 
-23 
-23 

-23 

-29 

Negotiated Stals Malntenance of Effort 0 -2 -5 -6 -I -7 ·8 
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1994 1995 1996 1997 1998 1999 
Current Baseline: 

Federal cOst for l TC 0 0 11 16 20 20 
Cost of Medicare Orug Benefit 0 0 16 17 19 21 

Deficit: 
without Short Term Cost Controls 5 14 54 54 48 42 

with Short Term Cost Controls 0 6 44 43 35 28 

Negotiated State Maintenance of Effort 0 ·2 -5 ·6 ·7 -7 

Cost of: 

LTC Package 3 0 0 5 9 14 18 

Medicare Drug Package 1 0 0 10 10 11 12 
Medicare Drug Package 2 0 '0 11 11 12 13 

Medicare Drug Package .3 0 0 10 11 ·12 13 

Medicare Drug Package 4 0 '0 11 11 12 13 

Medicare Drug Package 5 0 0 6 7 7 8 

Deficit without Short Term Cost Controls 

LTO Package 3/Medicare Drug Package 1 5 14 42 41 34 31 

LTC Package 3/Medicare Drug Package 2 5 14 43 42 35 32 
LTC Package 3/Medicare Drug Package 3 5 14 43 42 35 32 
LTC Package 3jMedicar-e Drug Package 4 5 14 43 42 35 32 

l TC Package 3/MediCllre Drug Package 5 5 14 38 37 30 27 

Deficit with Short Term Cost Con.rols 

LTC Package 3/Medlcare Drug Package 1 0 6 32 30 21 17 

LTC Package 3JMedicare Drug Package 2 0 6 33 31 22 16 

LTC Package 3jMedicare Drug Pad:aga 3 0 6 33 31 22 18 

LTC Package 3/Medicare Drug Package 4 0 6 33 31 22 18 

LTO Package 3/Medicare Drug Package 5 0 6 28 26 17 13 

~otiated Stat€ Maintenance of Effort a -2 ·5 ·6 ·7 ·7 

2000 

21 

23 
I 
I 

35 

21 

·8 

23 

12 

14 

14 

14 

6 

26 

28 
28 
28 
22 
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14 

14 
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Medicare Drug Benefit Premiums and Deducttbles 

Monthly Premiums 
Medicare Drug Package 1 
Medicare Drug Package 2 
Medicare Drug Package 3 
Medicare Drug Package 4 

a.. Medicare Drug Package 5 ::t: 

~ 
:n 
-r. DedueUbles: 

'<J) 

Medicare Drug Package 1 :::r:: 
::I:: 

Medicare Drug Package 2 
Medicare Drug Package 3 
Medicare Drug Package 4 
Medicare Drug Package 5 
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1994 
 1995 
 1996 

$7.17 
$7.88 
$7.67 
$7.90 
$4.48 

." 

$55 
$265 

$55 
$265 
$265 

1997 

$7.51 
$8.27 
$8.15 
$8.31 
$4.74 

$60 
$280 

$60 
$280 
$280 

1998 

$7.87 
$8.68 
$8.65 
$8.75 
$5.08 

$65 
$295 

$65 
$295 
$295 

1999 20ci01 

$8.18 
$9.12 
$9.15 
$9.24 
$5.46 

$8.57 I 
$9.51 

$9.74 I 
$9.68 
$5.83 

$75 $80 
$310 $330 

$75 $80 
$310 $330 
$310 ~$3~1 



Budgetary Effects of Long-Term Care & Medicare Drug Benefit Packages 
Plan B - Per Person Premiums 

ICurrent Baseline: 

1994 1995 1996 1997 1998 1999 2000' _, I

'It 
Feoeral cost for LTC 0 0 11 16 20 20 21 i 

CcstofMedicare Dfug 13enefit (l 0 16. 17 19 21 231 
i 

iDeficit ! 
wilhout Short Term Cost Controls 

with Short Term Cost Contro[s 

5 
[) 

14 ,, 
6 

54 

441 
I 

54 

43 
481 
35 

• 
42 
28 

35 

21 

Negotiated State Maintenance of Effort o -2 -5 i -6 -7 -7 ·8 

Cost of: 

ILTC Package 3 o ' o0 I 5 9 1-1 18 23 

Meclicare Drug Pa'-:kage 1 (1 0 I 10 \ 10 11 '12 1" " 
MedlcC!reDrugPac)mge2 0 0 j 1! 11 i2 13 '1 

Medirae Drug Pac};"!JE' 3 (; 0 I 13 

liMecJicare'Orug Pac;<i:tfJP. :\ 0 0 13 

!~~re Drug ..• ' 5 0 0 1 

Detlel! without Shor1 1errol Cost Canlm:,:: 

LTC Package 8JMe0!C;,m" Drug Paclm~;r" ' 

l TG Package 3!MQ.(iic.are Drug Packag", 2 I5 

; 
, 

I 

14 I 

141 

'12 

·13 

'I 41 

42 

:J4 I 
?': I
:)~ 

'}' 

31 

32 

26 

2": II' 
l '; (; Pac~age :3/o'oJ1Kh,,,,"!re Drug Packagt' ~i 

LTC Package 3/{l,.';.:(ii("',rF. Drug Package 4 

LTe PackOlge 3iMc,dlcole Drug Packag.; 5 

I 
:;:, I 

51 

I 
14 I 
14 I 

3 

<\;, 

38 I 

42 

42 

37 

~1:", ! 
:~;j : 

3:,3:, 32 

32 

27 

~'l; 
I' 

28 I: 
?? il 

lDefiCil with st,ort 'r elm t~ost Controls 

LTC Package :~JMed;{;(.lftl Drug Packagl? 

LTC Package J,nliec:icare Drug Package 2 

! 
o 
D 

, ' 
G I 
n I 

3:;: 

33 

i 
I 

30 

31 

21 

?2 
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17 1? i
II 

1814 1 

I LTC Package 3/MerJic:are Drug Package 4 
II LTC Package 3/MediCR,re Drug Package 5 \ 

i) 

:) 
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(j 

6\ 
6 

]:,3 

33 
2B 

31 

31 
26 

;>-2

~221 
! 1 

18 

18 
13 

14 

141 
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'II
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ilNegottaled State M~intenance of Efto,! 
IIL 0 -~ 5 -6. _ 7 _ -1 
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Budgetary Effects of Long-Term Care & Medicare Drug Benefit Packages 
Plan B - Wage Based Premiums 

[ __.. __~ 1994 19951--1996 1997 1998 1999 20:00 I 
iiGurrent Baseline: I 11 I 
II Federal cost for l. : C. i 0 0 I 1 1 16 I 2li . 20 21 I 
, Lost of Medlr..<'1fE Drug Benef:t ! 0 0 I 16 17 1 9 I 21 ?::~ ! 

:/D!2iidt: I
I 

I I 
II Wit:iGut Short TfJrm ~:ost Gontrols 5 1 16 I 19 14 U [I 
I, 'I I ' E 'Nill,ShortTerrn('j,,(Contmls . 0 '·6 "7, 7 \ (l. -S ·15 

t~JegOliilted State ;~~:'litenance ot LftOl~ .. ,. 0 "2 l_.m~~ I -~t___L -7 __ ..J:l....J_n _ 

r~~:t:~Ckage" ..... ... ..'---- --(~r-rg I ­ ·----_1 

0 14 18 :'::3 

I 
lj t 

12 i 1:-:ilMedicare Drug 0 0 I 111 I 10 

... 

':,,1 

" 

(; 

liMedicare DiUg Pn::k ,,;'1 C :::: (J 0 ~ 1 r '1 ': 1~2 " 13 H 

',"..M8dicare Drug Pnr·h.::::/e 3 

l,U",dicareUf'J9 ";e~~:dge 4 

!I~:dicare Drug _,._ 5 

0 

{} 

0 

! I0 I 10 I 11 1 

il I '1~tI 
() +=_ ~ _.!..} 

13.j 

1:2 ~31 14 

] R_8 ..; 

;, I 
([Deficit without Shon Ierm Cost Conlml:,

I LTC Package 3!Mel1icare Drug Package 1 5 

1 
66 :ll -4 9 

LTC Package 3/Medicare Orug Paci<.age 2 5 71 7 -3 -7 

LTC Package 3jMedicare Orug Package 3 5 7 7 -,3 ·7 

LTC Package 3jMGdicare Drug Package 4 

LTC Package 3lM'2dicare Drug Package 5 

jDefidt with Shorl T€~m Cost Control:; 

LTG Package 3/Medicare Drug Package 1 

5 

5 

o 

1 

-6 

7 

2 

-5 

7 i 

21 

-6 

I 
I 

-4 

-14 

-3 

-8 

-19 

.7 

" "I
-13 

I 
I 

-25 

LTG Package 3jMedicare Drug Package 2 o -6 -4 -5 - i3 -18 -23 

LTC Package 3JMedicare Drug Package 3 o -6 -4 -5 -13 -18 -23 

LTC Package 3jMedicare Drug Package 4 o -6 -4 -5 -13 -18 -23 

LTC Package 3/Medicare Drug Package 5 o -6 -9 -10 -18 -23 -29 

Negotiated State Maintenance of Effort o -2 -5 ·6 ·7 -7 ·8 

::: 



Medicare Savings and New Program Costs, SiHions of Dollars 


1997 1 
care 

without sharl-term private 

cost-containment"" 'I 0 ·t' -10 -12 .. ,), -20 -26I .: ..... 

"with short-term private 
cost-containment.... * Ii -3 -4 -6 " 0 0•• j~•• '.;' 

,I 

Medicare Drug Package 3 :1 0 :.-' 10 11 1" 13 14 

LTC Package ;3 F 0 {} r: 
oJ 9 -, :1 18 23 

*Options provided by HHS. 
**Assumes 6% growth in costs per enrollee through 1997, These savings ars in adddition to the ones 

without sho'1·term cost containment. 
***Net Medicare spending would be zero, or contribute to deiicit reduction if accompanied by 

by a cigarette tax in 1996 l.tEOSVNGS.WQ 
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Medicare Drug Benefit Package Descriptions 

Current: 

Assumptions: 

Package 1: 

Package 2: 

Package 3: 

Package 4: 

Package 5: 

Assumptions: 

$50 deductible in 1996 with 40% coinsurance and ri:Q,Capped 
copayment liability. 

No Medicare drug rebates and drug prices grow at current 
rates. 

\ 
\ 

$55 deductible in 1996 with 40% coinsurance and uncapped 
copayment liabilitY. 

$265 deductible in 1993 with 20% coinsurance and uncapped 
copayment liability. 

$55 deductible in 1996 with 40% coinsurance and $1,000 
copayment cap. . . , 

$265 deductible in 1996 with 20 % coinsurance and $1,000 
copayment cap. 

$265 deductible in 1996 with 40% coinsurance; once 
copayments reach $800, the coinsurance rate falls to 20%. 

Includes Medicare drug rebate program. Drug prices grow 
at 3% per year. Deductiblesin all packages change to 
maintain a constant rate of beneficiaries over the dedu(ftible 
amount. 
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Medicare Drug Benefit Premiums and Deductibles 
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Monthly Premiums 
Medicare Drug Package 1 
Medicare Drug. Package 2 
Medicare Drug Package 3 
Medicare Drug Package 4 
Medicare Drug Package 5 

1994 1995 1996 

$7.17 
$7.88 
$7.67 
$7.90 

'$4.48 

1997 

$7.51 
$8.27 
$8.15 
$8,31 
$4.74 

1998 

$7.87 
$8.68 
$8.65 
$8.75 
$5.08 

1999 

$8.18 
$9.12 
$9.15 
$9.24 
$5.46 

2000 

$8.57 
$9.51 
$9.74 
$9.68 
$5.83 

CI 
N 
00 
N 

<:I) 

<0 
00 

aJ 
QO 
(;Ill 

"'" 

Deductibles: ' 
Medicare Drug Package 1 
Medicare Drug Package 2 
Medicare Drug Package 3 
Medicare Drug Package 4 
Medicare Drug Package 5 

$55 
$265 

$55 
$265 
$265 

$60 
$280 

$60 
$280 
$280 

$65 
$295 
$65 

$295 
$295 

$75 
$310 

$75 
$310 
$310 

$80 
$330 
$60 

$330 
$330 

~ 
!J) 

>
!J) 

~ 
" ~ 

,/ 

I§I 
00 
00 
c..> 

" 00 
00 
-I 
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Long Term Care Program Description 

Package 3 includes: 

•• 	 State flexibility in designing benefits and program administration . 

• 	 Close-ended financing with a guaranteed annual growth rate based on 
inflation and growth in the population in need. 

• 	 Individuals with severe disabilities of all ages entitled top a minimum 
benefits level. Additional services available to the extent permitted by 
the close-ended financing. 

No separate program for persons with MRlDD. 
\ 

• 	 A residual Medicaid program remains for personS not meeting 
\ 
\, 

the 
disability requirements. \ 

• 	 A monthly premium of $20 for the elderly with the low~income 
popUlation exemptf'4. 

• 	 Liberalization of institutional Medicaid eligibility rules. 


• 
 . Measures to enhance the private insUrance market. 


• 	 Tax credit for PAS expenses for persons with disabilities. 


• 	 Medicare beneficiaries with incomes above 150 percent of. the poverty . 
level would be required to pay additional Part B premiums of: 

. \ ' 

\ " 

o 	 $4 per month in 1996; 
o 	 $8 per month in 1997; 
o 	 $12 per month in 1998; 
o 	 $16 per month .in 1999; and 
o 	 $20 per month in 2000. 

• 	 Phase-in schedule for Package 3 is 20% phased-in in 1996; 40% in 1997; 
60% in 1998; 80% in 1999; and 100% in 2000. Phase~in schedule for 
current LTC package is 60% phase~in in 1996; 80% in 1997; and 100% 
in 1998. \ 
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Plan B - Per Person Premiums 
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Budgetary Enects of Long-Term Care & Medicare Drug Benefit Packages 
Plan B ~ Wage Based Premiums 
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Medicare Savings and New Program Costs, Billions of Dollars 
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Slower long Term Care Phase-in 
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Alternative 3, Medicare Drug Benefit, Slower LTC Phase ..in 
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