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' EXPANDING COVERAGE

The ob}ecuve of this health care reform plan is 1o pr‘ovide universal coverage
through a system of insurance market reforms, voluntary. purchasing cooperatives, -
and incentives and subsidies to those who need them.

Thc Congressional Budget Ofﬁce s preliminary estimate is that, if this plan is
enacted, 95 percent of all Americans will have health insurance by the year 2000
with no increase in the federal deficit. The plan will further establish a procedure

1o provxde thereafter healr_h insurance to all Americans.

_A me Targeted subsuiles will be available

to encourage certain low income individuals and some firms to purchase
insurance. These subsidies would be targeted to people who do not have

health insurance coveragc today.
For low income individuals:

o.  Low-income families. Beginning in 1997, low income individuals
.and families will receive -a subsidy worth a fixed percentage of the
average premium in a hiealth care coverage area. For those below

- 100 percent of the Federal poverty level, the subsidies will cover -
the full cost of health insurance coverage. The value of the subsidy
will be phased out between 100 perccnt and 200 percent of poverty.

o W&M Beginning no later than

1997, pregnant women and children under 19 with incomes up to
185 percent of poverty will be eligible to receive subsidies equal to
- 100 percent of the premium. The subsidies will be phased out
* between 185 percent of poverty and 300 percent of poverty.
Community rated health plans will be required to offer.two
additional categories of coverage: single child and multiple child, 50
that child only policies are available in the market. =~

o Cash assistance recipients. Bcgimimg with the January 1, 1997
abolishment of the acute care portion of Medicaid for AFDC, all
AFDC cash assistance recipients will receive subsidies equal to 100
percent of the premm.m :

o Egrmer non-cash Medicaid g,l_ggjhlga, Begmmng in 1997, mdmduals‘ '

who would be ‘medically needy or other non-cash recipients under
the current Medicaid program (except pregnant women, infants and
~ children) will receive subsidies covering 100 percent of the premium
- for six months, Lhen will be treated the same as others based on
income, -



Outreach and enroliment. To maximize health insurance coverage,
low income individuals eligible for full subsidies (below 100% of
poverty generally, and below 185% of poverty for pregnant women

~ and children) will be permitted to enroll in a health plan at any
~ time of the year (others may enroll only during the 30 day

enrollment period): Any pre-existing cxclusion rules that apply to

" the newly insured will be waived for these individuals, and a new

System will be developed to sign up such individuals for health
insurance coverage when they seek health care service at a hospital
or cluuc

WW Begummg in 1997 mdmdua!s

who were full time employees, gt xhe will be

cligible for enhanced income protection subs:dxes to purchasc
insurance. Under this program, unemployment insurance benefits
and wages earned in a month up to 75 percent of the poverty level,
will be disregarded for purposes of determining eligibility for Iow
income subsidies. ' Individuals will be eligible for this program for up-
to six months or until they find other full time work. This assists
temporarily unemployed individuals purchase insurance by
disregarding a portion of their income for the ycar so that thcy are
ehglble for the Iow income SubSldlcs _

For cmpioyersz

e}

Employers who expand coverage to additional workers. Bcgﬂmmg .
in 1997, employers who expand coverage to all their employees in a

specific class (i.e., full time, part time) will receive subsidies to make
their employees” premiums more affordable. Employers will pay the

-lesser of 50 percent of the premium or 8 percent of each newly
- insured employce’s wages. The employee will pay 50 percent of the

premium. Workers with incomes under 200 percent of poverty

 eligible for the individual subsidies descnbed above. This subsidy
: ‘wﬂl be available to emp!oyers for a maxunum of five years.

. B.. ngger 10 8 Requjrement. On January 15, zooo the National Health Carc
- Cost and Coverage Commission will determine whcthcr the voluntary

system has achieved 95 pcn,cm coverage.

o

- First Algerng;we - Coverage Target QhJ&L_d_ 1If the Commlssxon

determines that, on a nationwide basis, at least 95 percent of all
Americans had health coverage, it will send recommendations to the -
Congress on how to insure the remammg uninsured individuals.

- Congress will consider legislation to insure the remaining uninsured

under an expedited process that requires committees to discharge by -
a certain date and that limits floor debate. The legislation will be
fully amendable and require the President’s signature. No further
action is required.



o Second 5115@&13& gzggcr_agg I,a;gg; Not A;hleygd_ If coverage is.

below 95 percent, the Commission will send to Congrcss by May 15,
2000 one or more legislative proposals on how to insure the '
E remaining uninsured individuals. Congress will consider legislation
to insure the remaining uninsured under an expedited process that
- requires committees 1o discharge by a certain date and that limits
floor debate. The legislation will be fully amendable and requuc
the President’s signature. If universal coverage legislation is not
‘enacted by December 31, 2000, an employer requirement will go
into effect on January 1. 2002 in those states with less than 95
perccnt coverage

C. MM; If a rcquxrement is Uiggcrcd cmployers with 25
~or more employees will have to pay 50 percent of their employees’

. premium costs, with the employee paying the remainder. Firms employing =
fewer than 25 workers will be exempt from an employer requirement. - -
Individuals will be required to have health insurance. Under a
requirement, the targeted subsidies available under the voluntary system
will be replaced with general sub51d1cs designed to make insurance costs

: affordablc

(o} Employees with Adjustcd Gross Income under 200 percent of
poverty will be subsidized on their 50 percent share of the premium
‘on a sliding scale basis, so that those with incomes up to 100 percent
of poverty will pay no more than about 4 percent of income, rising
to no more than 8 percent of income by 200 percent of poverty ‘No
- family, regardless of income will pay more than 8 percent of income
on their 50 percent share of thc premmm :

) Non-workers and those in exempt firms wxll receive the same
subsidics for their 50 percent share of the premium as employces in
covered firms. Those below 200 percent of income will receive

~ additional subsidies (on'a shdmg scale) to make the remamder of
the premjum aﬁordable “ ,

CONTROLLING HEALTH CARE C()STS

A. E_Qx_gm__Asﬁggmg__L A2S percent assessment wouId be imposed on "high
‘cost" health plans to the extent their costs exceed a target cost. The initial
‘target for commumty rated plans would be based on average per capita
health care costs in the particular community rated market area for 1994

~ trended forward at the rate national health expenditures increase. The
-target rate of growth thereafter would be CPI plus 3.0 percent for 1987, 2.5
percent for 1988 and 2.0 percent thercafter. The initial target for .
experience rated plans would be based on each plan’s actual experience
from 1997-1999, and then will increase generally by the same target growth
rate that apphes to commumty rated plans



Plans in a_community rated area where the average premium is less than
the target would not be subject to the assessment. The health plan would
pay half the assessment and collect the other half from providers in
reduced reimbursements, The Secretary of Trcasu:y will have the authority -
to adjust the reference premium to reflect changes in demographic
- characteristics and health status. The tax would apply to community-rated
plans after 1996 and to expenencc-rated plans after 1999

: g ors ) A Natmnal Health
.~ Care Coveragc and Cost Commission wﬂl be cstabhshed to monitor and
make recommendations with respect to trends in health insurance coverage .
and costs. The Commission will consist of seven members to be appomtcd
- by the President and conﬁrmed by the Senate ,

Hegmnmg in 1998, the Commxssxon will issue annual reports detailing
trends in health care coverage and costs, broken down natxonally, by state,

and by health care coverage area.

Among other things, the Comrmssxon wﬂl report on:

0 Demographlcs and emplomcnt status of the. umnsured and reasons
why they are unmsured :

o Structurc of hcalth dehvcry systcms, '

0 Status of insurance markct reforms,

o Development and operations of hcalth insurance purchasmg
' cooperatzves :

o Success of market mechanisms in cxpandmg coverage and
| canuollmg costs among employers and households '

o Success of hlgh cost health insurance prcnnum tax in controlling
COStS; o
o Success and adequacy of subsxdy program in expandmg coverage

thxough employers and households;

The Commission wﬂl also issue ﬁndmgs on the per capxta cost of health
care, including the rate of growth by type of provider, by type of payor,
within States and within health care coverage areas. Such findings will also
include the expccted rate of growth in per capita health care costs, the
causes of health care cost growth, and strategies for controlling such costs.



»Beginnirig on .Tanuaiy 15, 1999, the Commission will report each ‘ycar on
the affordability of coverage for families and employers and on the success -

of market incentives and other provisions of this legislation in achieving
cost containment. If the Commission finds that coverage is unaffordable or .
that cost containment efforts arc unsuccessful it will make
recommcndanons for improvements. -

If the Commission finds that fewer than 35 percent of those eligible to
enroll in the community-rated health plan are able to enroll in a plan with
a premium at or below the target premium for the area, then the
Commission will consider and recommend to Congress-a means of
controlling health care cost growth to the target set in this legislation or to
an alternative target if the Commission determines that would be more
appropriate. Congress shall consider such Commission recommendation
under the same expedited procedures as it considers the Commission
recommendation for achieving universal coverage. Consideration of such
recommendations under such pxocedures will not occur more than once in

a Congress. .

3. IN SURANCE MARKET REFORMS

A

Mﬂdﬂmﬁg_}gﬁ Firms wﬁh fewer than 500 workers and

individual purchasers (self-employed, nonworkers, AFDC-eligibles) will be
in the commiunity rated pool. . Firms with 500 or more workers, as well as
Taft-Hartley plans and rural cooperatives with 500 or morc members, will

‘be permitted to self—msu:c or purchase expcnence'rated coverage.

ngg_mﬂagmw Community- rated plans could modzfy

their rates based on.coverage category (c.g., single, family, etc.), geography,

. and age (with 2:1 band for population under 65 years of age until 2002).

Each community-rated health plan will be required to establish a single set
of rates for the standard benefits package applicable to all community-
rated eligible mdmduals and groups wnhm the community ratmg area.

States draw boundanes for community ratmg areas. In dxavnng such
boundaries, states cannot subdivide metropolitan areas and must assure
that a community rating area contains at least 250,000 individuals.”

Gugranty fund. States shall be required to establish guaranty funds for all
community-rated health plans and in-state, self-insured plans based on
federal standards. The Deparunent of Labor would establish standards for
and operate a guaramy fund for multi-state sclf~msu:cd plans :



D.

E.

k

h I hasin rati . The plan allows for

multxple, cornpeung, voluntary HIPCs. States ccmfy HIPCs to serve state-
established community rating arcas. States may certify more than one
HIPC for each such area. HIPCs must be non-profit. States and local
governments will be allowed to sponsor or establish HIPCs. If a HIPC is

. not available in a community rating area, the Federal Employees Health -

Benefits Program (FEHBP) will be required to estabhsh or sponsor HZIPCSV
in such unservcd areas (see FEHBP below). V

HIPCs will be responsxb e for entcrmg into agreements with plans and
employers; enrolling individuals in plans; collecting and distributing -
premium payments; coordinating out-of-coverage with other HIPCs; and
providing consumer information on plans’ quality and cost.

HIPCs 'must accept all ehgxble xndmduals and fu-ms, prov1dc enrollees a

. choice of at least 3 plans, including 1 Fee For Service (FFS), 1 Point of
" Service (POS), and'1 HMO. Requirement of 3 plans could be waived by

Govemor in rural areas, but FFS must always be available. The Secretary
of Health & Human Services will set fiduciary standards for HIPCs.
HIPCs will be permitted to negotiate discounts with plans reflecting
economies of scale in administration and marketing '

Employer ngp nsibility. Small employers (firms with Iess than 500

workers) must offer to their employees a HIPC. They may also offer a
choice of at least three plans. (including a FFS, POS, and HMO) to their
employees. These small firms could choose from among the HIPCs in
their commumty ratmg area. . . S

In order to qualify for an employer premium contribution, employees will -
be required to purchase health insurance through the three plans or the
HIPC chosen by their cmployer ‘If an employer chooses to offer-a HIPC
that is not the FEHBP HIPC in the area, that employer’s employees also
could choose from the plans offered by the FEHBP HIPC-and still qualify

- for any emp!oyer prcmlum oonmbuz.non

Large cmployers (firms with S00 or more. workers) must offcr a choice of
at least three plans (including a FFS, POS, and HMO) to their employees.
Large employers can purchase experience-rated health plans or self-insure.

. Large employers can Jom together to form large employer purchasing

groups, but cannot ]om HIPCs.

&L&Mﬂl@.& In general, self- msurcd plans must comply with the
above responsibilitics and reforms, including employerand individual
premium contribution requirements, coverage of a comprehensive package
of benefits, guaranteed issue and renewal, and pre-existing condition limits.



6.

FEHBP. The Office of Personnel Management will designate a state-
certified health insurance purchasing cooperative in each arca as the

'FEHBP HIPC. If a state-certified HIPC is not available, OPM will be

responsible for setting up a HIPC. A HIPC run by OPM wou]d have all of
the powers of a state-certified HIPC. ke

Federal workers will selcct plans through their local FEHBP HIPC
Premiums for federal workers will be based on the current methodology
and will not be age-adjusted. OPM will implement rules to blend |
premiums for federal workers with premiums for non-federal individuals
over-time. Federal workers and non-federal individuals will pay the same

community-rated premium upon the phase-out of age-rating in 2002.

Workers in firms with less than 500 workers, nonworkers, AFDC recipients,
the self-employed can also purchase coverage from the same plans as.
federal workers through the FEHBP HIPC, but at the age-adjusted

- community rate. National employees plans (e.g., Treasury) will have a one

year transition before they are opened to non-federal individuals.

The federal government and employce and retiree representatives will
negotiate to decide whether the federal government will offer and
contribute towards supplemental benefits above the standard bencf t
package for federal workcrs '

" Risk Adjustment. Rxsk adjustment will occur between communxty-ratcd

health plans to account for differences in health costs that result from
differences in their enrollees’ health status, demographics, socioeconomic
status, and other factors. Community rated health plans must also
participate in-a mandatory reinsurance program run by the states.

~In addxt:cn expene.nccd rated plans will be requucd to make transfers to
~ the community rated plan pools to ad]ust for thc 1ncreased costs in the
- community rated pools.

Family Coverage for Individuals up to Age 25. To further maximize
coverage, health plans must allow unmarried children to be covered under
pa;cnts’ policies until they turn 25. .

4. NATIONAL HEALTH PLAN STANDARDS

A

State Certification of Plans. States will ccmfy health p!ans based on

federal guidelines. Health plans will be subject to the following market
reforms: guarantee issue and renewal, open enrollment, limit pre-existing .
condition exclusions to six months, and exit from market rules. '

- Supplemental health benefits plans must be priced and sold scparatcly
‘from the standard health plan
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MMM The plan does not include "any-willing-provider"
provisions. The anti-discrimination provision prohibits a provider network

from discriminating against providers on the basis of their profession as

‘long as the state authorizes that professmn to provide the covered services.
However, this provision does not require standard health plans to include

in a network any individual provider or establish any deﬁned ratio of

. different categories of health professnonals

g,almggh_ng Each standard health plan must have a:rangements with a
sufficient number and mix of health professionals that will accept the plan’s

payment rates as full,

ent Expertise. Standard health plans that use

gatekeeper or similar process must ensure that such a process does not.

create an undue burden for-enrollees with complex or chronic health
conditions. Each standard health plan must demonstrate that enrollees

‘have access to specialized treatment expertise.

Ll__ggﬁg_w Each standard health plan must dlSClOSC the

protocols and financial incentives ‘which they are using to control utilization
and costs

BENEFITS PACKAGE

The Benefit Eggggg There arc 16 legislatively-defined categoncs of
covered services in a "standard"beneﬁts ‘package, mcludmg

Hospxtal services; ,
Health professional services;
Emergency and ambulatory medical and suxgmal services; -
Clinical preventive services;
Mental illness and substance abuse services;
Family planmng and services for pregnant women;
Hospice services;
Horme health services;
Extended care services:

 Ambulance services; ) ;
Outpatient laboratory, radiology and diagnostic services;
Outpatient prescription drugs; '
Outpatient rehabilitation services;
Durable medical cquipment, prosthetics and onhotlcs
Vision, hearing, and dental care under 22 years of age;
Investxganonal treatmenr.s :



-The scope and duration of services are not specified in egxslanon, but will

be defined by a National Health Benefits Board. For mental illness and
substance abuse, the board is instructed to seek parity (same copays,
coinsurance, dcductlblcs) If the:Board cannot initially design a benefit
package with parity, it is permitted to place limits, first on hospitalizations

~and subsequently on outpatient psychothcrapy for adults. No copayment
- will be required for clinical prcventlve and prenatal services.

Cost sharin 1g sg_l_lg,dn es. The value of the standard benefits packagc will be
equivalent to the actuarial value of the Blue Cross/Blue Shield standard
option under FEHBP. The Benefits Board will specxfy three cost sharmg

schedules:

.0 A low cost shanng schcdule, resemblmg an HMO

0 A highcost wshanng schedule, resembling fee—for—sezvice,

o} A combination cost sharing schedule, resembling a point-of-service =
~ plan, in which in-network services would have lower cost sharing
schedulcs similar to an HMO or PPO, and out-of-network services
would have hxgher cost sharmg schedules like fee-for-service.

p g : ackage Indmduals will have the
optxon of purchaszng an alternatxvc bcncfits packagc With a higher
deductible, this plan will be offered at a lower actuarial value than the -
standard plan. While it resembles a catastrophic plan in the size of the
deductible, it differs in-that it must cover all 16 categories of services. It
will not be offered through employers, and supplemental policies will not
duplicate services or pay for cost shanng below the deductible. Enrollees
selectmg this plan will be included in the community rating pool. These
provisions are designed to hmxt the potential for risk selection.” :

-National Health Benefits Board. The seven member National Health

Benetits Board will determine the scope and duration of services and the
details of each cost sharing schedule. In addition, the Board will develop
criteria and procedures for defining medical necessity and appmpnateness
Members will be appointed by the President, with the ddvice and conscnt

- of the Senate, to staggered six year terms.

Q@L&E&ing_sghs_@_x.@s AFDC. ICCJplenIS enrolling in a lower or

combination cost sharing plan at or below the average premium in the area
will pay only 20 percent of the regular cost sharing schedule (e.g., instead
of a $10 copay, they pay only $2). If no such plan is available, they can get
a cost-sharing reduction in a higher cost-sharing plan (e.g., instead of a 10
percent copay on an doctor’s visit, they pay only $10). ‘



For people who are under 150 percent of poverty and are not receiving
AFDC, cost sharing is only available if they cannot buy a lower or

_ combination cost sharing plan. If such a plan is unavailable, the person
can enroll in a higher cost sharing plan and have their cost sharing reduced
to the Iowcr cost sharing level.

For people under 150 pcrccnt of poverty and not working, cost shanng is
only available if they cannot buy a lower or combination cost sharing plan.

If such a plan is unavailable, the person can enroll in a higher cost sharing
plan and have their cost sharing reduced to the lower cost sharing level.

" For people under 150 percent of poverty who enroll in a plan through an
expencncc-ratcd employer, no cost sharing is available if the person can
enroll in any lower or combination cost sharing plan offered by their .
employer through which they enroll. Otherwise, the person can enroll in 2
higher cost sharing plan and have their cost sharing reduced to the lower

. ‘cost shanng fevel.
6. - EXPANDED BENEFITS FOR THE ELDERLY AND DISABLED

A W The plan includes several new initiatives to provxde long
term care services to the elderly and dlsabled New programs mclude

o  New Home and Community Based Care Program. The plan

provides a capped federal entitlement to states to provide home and , _

commumty based services to individuals with 3 or more deficiencies
in Activities of Daily Living (ADLs), severe mental retardation or -
scvere cognitive or mental impairment regardless of age or income.
Funding over the 1995 2004 period totals $48 bllhon. '

o LQ_.E.IQIHI.QBI&__&HL&Q&.SEMQ& Private long term care

insurance policies will be subject to Federal model standards to be
developed by the Secretary of HIHS in consultation with the
National Association of Insurance Commxssxcncrs wn.hm ong year of

‘ ‘enactmcnt. ‘

a; i for Ls 3 : c. Expenses for long L
tcn:n care services and msurance premxums shali be treated as o
medical expenses. Other tax clarifications are alsc included.

) L.mz_gm_q_gmgmm The plan estabhshcs a volumary public

insurance program to cover the costs of extended nursing home
stays. Individuals will be given the option of purchasing coverage
when they reach the age 35, 45, 55, or 65. The program is self-
financed and pre-funded. ' ‘

10
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o - PACE Program. The plan e.xpahds Medicaid’s Program of All-

Inclusive Care for the Elderly (PACE), increasing authorized
- demonstration sites from 15 to 40. The Secretary of HHS is
rcquued to develop provider and service protocols. '

Medicare Drug. Thxs initiative nges ‘Medicare beneficiaries three drug

" benefit options: a fee-for-service plan, a Prescription Benefits

Management (PBM) option, and an HMO option -- all effective January 1,
1999. Under this new program, beneficiaries will have an annual
deductible to be determined by the Secretary of HHS; a 20 percent copay;
and an annual out-of-pocket limit of $1,275 in 1999. Medicare Part B
premiurn would be increased by 25 percent of the cost of the drug benefit - -
estimatéd to be about §10 in 1999, with Medicare. paymg the remammg 75
percent.

Dmg manufacturers will sign rebate agreements with HHS in exchange for
no formulary under the fee-for-service option. Drugs used as part of

"HMOs or capitated drug plans and drugs for the working aged will not be

subject to rebates

~ Rebates for single source and innovator multiple source drugs will be 15 -
.. percent; rebates for generic drugs would be 6 percent; the Secrctary could
cstablish a sliding scale from 2 percent to 15 percent for generic drugs as

long as the effect was equal to a 6 perccnt From 1999-2004, this program

ywxll cost $94 4 ‘mlllon

Indmduals who becomc ehglblc for Mcdxcare may choosc to remain in -
their current health plans if such plan is a Medicare Risk ‘Contracting plan
under scction 1876 of the Social Security Act, or is eligible to become such
a risk contract. Paymenr.s will be made beginning in the first month in

- which the individual is Medxcare eligible.. Payments under this provision

shall be the sole Medicare payment 1o whxch the beneficiary is entitled.

7. MEDICAID Pgosm.

A,

ipi (Sce Coverage section abovc) Undcr :
this plan, the AFDC and non-cash populatxon will be integrated into the-

o general health care reform program and treated like other low-income

people eligible for federal subsidies and enrollment in certified health
plans. States will be required to make general maintenance of cffort
payments for services covered under the standard benefit package.

AFDC. Cash Medicaid recipients (AFDC) will be eligible for full

premium subsidies as will other families with incomes less than 100
percent of poverty; : :

11
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Ngwgash Full prcmxum submd:es wﬂl bc avaﬂablc to all pregnant
‘women and chﬂdxen up to age 19 wzah incomes up to 185 pcrccnt of .

poverty

5;95; ghgx_'mg fgr mgggx_'_ggg gﬁ_ggggg ge;gpigngs AFDC rcc1plents in

- HMOs will pay only 20 percent of the cost sharing amount otherwise
requared If no HMO is available, AFDC recipients will pay the cost
‘sharing amount that would apply in an HMO, but not reduced to 20
. percent. Noncash recipients will receive cost shanng subsidies like all
or.her low-xncome mdmduals upto 150 percent of poveny

| fedcral govemment wﬂl pay ail of the pIle\lln subszdxcsfor mtcg}atcd
4 Medicaid recipients. States will pay the federal government maintenance -
Lo of elfort payments for these mtcgratcd recxplcnts Spec:ﬁcally ‘

o 6 o Qgg States will be requu'ed to pay an amount equal to: (1) the

-D‘.‘

ad]usted fiscal year 1994 per capita cost-of services covered (based
* upon the state’s current Medicaid payment rates) under the standard -
- benefits packagc for AFDC recipients, muluphed by (2) the number .
~of AFDC recipients receiving a subsidy in-a given year. - .
Disproportionate Share (DSIH) payments attributed to Cash
recipients are not included in, the calculation of a state’s per capita
 cost of covered services. Thc per capita cost of services in fiscal .
. year 1994 will be -adjusted for future years by the growth in per
“ capita nauonal health expendxturcs :_ - RIPRI

o -0 Ngn-@;b, States wﬂl be required to make gencral mamtenance of

* effort payment for services (based upon the statc’s current Medicaid .
payment rates), in fiscal year 1994, covered under thé standard =~
benefits package for non-cash rec1p1ents State DSH payments -

. which are attributable to the noncash population will be' included in
 the caleulation of genéral maintenance of effort payment. ‘Such
MOE payments will mcreasc at the same growm rate as nanonal

o health expendltu:cs T : :

isa edicai "R i SSIJMcdxcmd rccxpxents wﬂl notbe

 included m r.he community rated ma.rkct ‘Medicaid will be retained as'a’

' separate program, with current rules, for SSI and long-term recipients.
States will have the opnon to pay a per caplta amount for each o

_ 8SI/Medicaid recipient (who is not enrolled in Medicare) that chooses to |

enroll in a certified health plan. States shall negotiate with certified heaith
‘plans for rates for-the SST populatlon that are separate from the -
community rate. No certified plan can have more than 50 perccnt of its. |

~ enroliment composed of SSUMedicaid rccxpzents.

E. | ‘..ml..@m&lﬂiw Dual ehgxbleq - persons ehgxble for Med:carc '

and Medicaid--- wﬂl remain under Med:cald and not be cnrolled in hcalth -

. plans



al Eligible Recipients ag earg. These mdxv:duals :

will remain under Medmaxd ‘but as the Iow-mcomc subsidies phase-in (e.g.,

100 percent to 125 percent), these recipients (currently about 240 OOO) shall -
-be integrated and treatcd like other low-mcome individuals.

G. m_enml_&nim Current Medicaid rules governmg covered services
" and recipient eligibility will be retained to cover services not otherwise
-provided through certified health plans. The current flexibility provided to
States to determine the 0pnonal services and groups it will cover will also

-be retained.

_H. Mwﬂgg_g_ﬁ In addition, the plan:

o allows states to expand eligibility for homc-based Medicaid long
“term care services for single persons by increasing the asset limit
from $2,000 to $4,000 for services including personal care attendant
services, the Sec. 1915 wawer programa, and the fraﬂ clderly horne ,

care option.

o eliminates the institutionalization requirement as a condition of
elxgnbdny for habilitation scmccs under a home and commumty
based waiver. o

0 elunmatcs the “oold bed." rule for hcme and commumty bascd

- waiver progxa.ms

o requires State Medicaid prog,rams o reunburse dxtcct!y for services
by certified registered nurses and anesthetists or clinical nurse .
specialists that are authorized to practice under State law, whcrher
or not they operate under the’ supemsmn of a physician or other
health care provider.

8. - HEALTH WORKFORCE AND EDUCATION/RESEARCH

) ' Q{ggnmmw Currently, only Medicare supports

graduate medical education. ‘By supplementing this with a 1.5
percent premxum assessment, and allocating the total pool to
residency training programs and academic health centers, this plan
spreads medical education costs across all of the insured.

13
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~ Health professional workforce policy. This initiative consists of: (1)

phasing in primary care residency positions from 39 percent in 1998

to 55 percent in 2001; (2) reducing the number of total residency

' positions from 134 percent of US medical school graduates in 1998

to 110 percent in 2001; (3) creating a National Courcil on GME to -
implement these policies and modify the goals beginning in 2001; -
and (4) providing transitional funding to residency programs which
reduce their number of rcsxdency positions. '

.Q_r_ggg ion_of funding accounts. Fundmg by account is as follows:

GME Account: $27 bﬂhon over 5 yeaxs,

AHC Account: $42 billion over 5 years;

Medical Schiool Account: $2 billion over S years, _
“Graduate Nurse Training Account: $1 billion over 5 years;
Dental School Program: $250 million over 5 years;

Pubhc Health School Prograrn $150 rmlllon over 5 years

wmmwﬂw

0

Creation of Biomedical and Health Services Research Fund. This
fund is designed to supplement National Institutes for Health and

Agency for Health Care Policy and Research funding, which is
currently sufficient to finance only a fracnon of the pcer rcvwwcd
grant submissions. :

" Funding levels. The plan s premium assessment will provide

addxtlonal funding for the'NIH and AHCPR.

HEALTH INFRASTRUCTURE

A.  Public Health Service. To strengthen our public hcalth mfrastructurc, the
' followmg programs receive new or additional fundmg S

0

Qg_g_th_gﬂg_@!m Grants to states 1o’ unprove and monitor the
hcalth of populauon ‘ ,

,&&Mmﬁ&_ﬂ_@&&m Granrs to eligible

~ providers to develop and implement innovative community-based

strategies to provide hcalth promotion and dlsease prevention

activities. ‘
Mental Health and Substance Abuse. Grants to help integrate state

MH/SA services with thosc provided by health plans.

- Comprehensive School Health Education. Grants to state education

- agencies to integrate comprehensive education programs-in schools.

14



0 School-Rel gxgg Health §erv1cc§ Grants to deve[op school-based or

- school linked health service sites.

o Qther in;’;ig;ivcs. Other initiatives include domestic violence and
womens' health; occupational safety and health; and border health
improvement.

" B. WIC. The bill supplements existing appropriations for the supplemental .

- food program for women, infants and children (WIC) with $2.4 billion in
direct appropriations which will allow the program to serve all of the
pregnant women, infants and children chgxble for WIC benefits.

C. M&ﬁm' The programs of the Indian Health Servxce are
strengthened with grants and loans to improve and expand services.

Greater flexibility allows the programs of the IHS to contract with health
plans to provide services and receive third party reimbursement.
Furthermore, THS health programs are eligible to apply and receive
fundmg under the public health programs )

-10. UNDERSERVED/ESSENTIAL COMMUNITY PROVIDER

0 Community Health P an g‘gd Ngmgrk Devel gp;gg t. Grants and
contracts are awarded to eligible health providers to develop :
‘commitnity hcalth groups to provide the standard benefit packagc n
health professional shortage areas or directly to medically ,
underserved population. Grants and contracts are also made to
expand existing health dchvcry sites and services, and to dcvelop

HCW OIXCS

o ggmlal_gﬂg_qp_mm Grants and loans are awarded for Lhc capital

costs of developing cormmunity health groups and expanding or
developing new health delivery sites. -

o  Enabling and Supplement Services. Grants and contracts are
awarded to ehglblc entities to assist in providing enabling and
supplemental services to the underserved population.

'B. mww Designed to ensure that vulnerable
. populations enrolling in health plans have access to traditional, safety-net
providers (e.g. community health centers and AIDS providers), the ‘
essential community provider provision requires that health plans offer a
contract or agree to pay essential community providers in their service
area. . : : . . .
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~ The plan creates two categones of essennal cornmumty prowders and
rcquues all plans to contract with every essential comrnunity provider listed -
m Categoryl and one from each catcgory listed in Catcgory II. '

- o . Category I include Mlgrant Health Ccntcrs, Commumty I—Iealth
' - Centers, Family planning grantees, Homeless Program Prov;ders,
‘Ryan White grantees, State HIV drug programs, Black Lung Clinics,
Hemophilia Centers, Urban Indian programs STD and TB Clinics,
Nonprofit and public DSH hospitals, Native Hawaiian Health
"Ccnters, School Based Health Service Centers, Public and nonprofit .
- 'mental hcaittdsubstancc abuse providers, Runaway homeless youth
. centers and transitional living programs for homeless youth Public”
~. and nonprofit Maternal and Child Health provxders, Rural Health
‘ Chmcs, and Programs of the Indian Health Servxce R

6«' o Category II provrders include Medlcare dcpcndent small rural .
: hospxtals and Chlldren s hospltals ‘

. Ins ycars the Sccretary will make recommendanons o Congxcss on
- whether or not the program should continue; and if so, with what changcs
- ,COngress would then vote up or dcwn on the recommendatxou : »

‘STATE OPTIONS

- States that want to move ahead early with thc unplemcntatxon of Fedcral health
. care reforms will be allowed do so on a fast track. The:bill will also-allow states

to unplement a Smglc payer Systcm E.xlblmg statc waxvcrs wﬂl be grandfathered

. QUALt_TY AND CONSUl\%fER PRQTECﬁbﬂ L 5"

0] | 'W This 15 membcr Councxl compnscd of

- consumers, health plans, purchasers, States, health care providers

- and quality rescarchers, will set national quality goals/standards. and_ o

:estabhsh rcglonal and State«bascd orgamzatxons to unplement r.he
goals :

o Mmmmmmmuw “The National Councxl will

establish performance measures for health plans, including measurcs
of access (waiting times, pauentjprovxder ratios), consumer
4 satisfaction, health plan report cards for consumers and quality
.. improvement. The Council will conduct surveys of consumers and
- dcvelop quality reports. x »



o Research in quality improvement. The Council will make research
- recommendations to the Agency for Health Care Policy and -
Research for outcomes studies and guideline development.

0 Quality Improvement Egundangng These non-profit, non-

- governmental, regional or State-based organizations will get federal
grants for quality improvement (involving health plans and
practitioners) on the local level. QIFs will look at practice
variations between health plans and different geographic regions.

~ They will engage pracutxoners in lifetime learning techniques and
.provide technical assistance to health plans to devclop their own
quahty nnprovement programs :

o . &w&m&m& These State-based,

' non-profit, non-governmental organizations will disseminate
consumer report cards about health plans; open local offices to hear
‘grievances; and provide consumer education. A National Center for
‘Consumer Information and Advocacy will also be established to '
train local and State-based consumer advocates. :

o | The ﬁgngnal Emgmgggr Databank. Thls Bureau of Health ~

g Professxons databank wﬂl be opened for pubhc access.

Sjmn_!,xg_ty The enormous amounts of paperwork 1hat insurance companies -
now generate and process will be reduced through streamlined and o
computerized systems. Many consumers will no longer have to submit
claims to their insurance company, but if they did, they could use one,
uniform claim form. Insurance compames will be required to use a
standard form to inform consumers of thexr claim status

Because beneﬁts will be standaxdxzcd consumers wﬂl be able, for the first
time, to easily compare plan prices. To help consumers compare prices,
states will be required to dlstnbute easy—to-rcad and undcrstand report
cards on health plans. -

Consumers will also have information about the results of health care ,
- provided by each provider and plan in their area which can help consumers
make informed choices when selecting providers and plans.

Remedies and Enforcement. These provisions require health plans to give
-notice of benefit denial, reduction or termination and to establish an
expeditious appeals process within the plan. They will create State-run -

- claims review offices to provide claimants with options for alternative

- dlSpUte resolution. State and federal judxcml review are also possible.
MM The bill creates an all- -payer fraud and abuse program,

including State-based fraud control units funded wholly from scttlement
revenues.
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E.  Privacy. Consumers are assured that their individually identifiable health
information is protected by a law which prevents inappropriate disclosures
- and punishes unlawful disclosures seyerely. Consumers have uniform legal .
rights to inspect, get copies, and make corrections or amendments to their
health records. Patients have thc right to restrict dlsclosurc of specific
health mformatmn '

F. - gg:g;;; chcal of the McCaxtan Ferguson Act with respect to health
insurance will subject health insurance companies to antitrust actions. The .
bill does not include increased antitrust exclusions or safe harbors.

'G.  Malpractice Reform. Malpractice reforms include: mandatory State-based
' alternative dispute resolution; a certificate of merit requirement; a
limitation on the amount of attorney’s contingency fees to 33 percent of the
first $150,000; and 25 percent above that amount; and periodic payment of
awards. Studies and demonstrations are proposed on medical negligence;
the use of practice guidelines; and enterprise liability dcmonstrauon

project.

13. RELATED ISSUES ‘
: Al Veterans Affairs

0 Enrollment. The Dcpanment of Veterans may offer a VA hcalth
- plan to veterans, individuals cllgxblc for CHAMPVA, and their
famﬂy members. -

0 Ehglggnx All compensable, service-connected, dlsablcd vctcrans,
low-income veterans, veterans who are ex-POWs, and veterans who
* have been cxposed to Agent Orange, radiation, or unknown toxins
- in the Persian Gulf, who chose a VA health plan will receive the
standard benefits vmhout a cost-shanng rcquu'cmem 3

o Fiscal Matters. VA will continue to receive appropnatzons to its
medical care account. VA will retain the premiums, copayments
and deductibles it receives from higher income, nonservice-
connected veterans and dependents, the premiums VA collects from -
the sale of supplemental health plan, and payments it receives from
other plans for the fumnishing of care to other plans’ patients. It
also will retain Medicare reimbursement for care furnished to
higher-income, Medicare eligible veterans who have no service-
connected disabilities, and dependents (VA health plans will be
considered to be Medzcare HMOS) .

18



B.

o Admigistration Flexlblllgg VA hcalth plans will have cxpanded

authorities to enter into contracts and sharing agreements. for the
. furnishing of services to enrollees. VA facilitics not operating as
part of a VA health plan will continue to furnish health care

serwccs under curient law.

NOTE: 'Because of techmcal Budgct Act requirements, certain VA
program changes may have to be made on the floor.

Eg_gﬁs__go_mggs_gggg The plan creates a Commission on Worker's

Compensation Medical Services consisting of 15 members charged to
consider a number of issues related to the relationship between health
plans and workers compensation medical services. The Commission will
report to the President, as well as the House Education and Labor and
Senate Labor and Human Resources Committees by October 1, 2000. The -
plan also authorizes a number of State demonstratxons with respect to work .

related illnesses and injuries.

14.-  FINANCING

This plan will not increase the federal deficit over the 1994-2004 period.

Al

Medicare. Medicare savings total about $54 billion over five Years,» and
$278 billion over 10 years. About $140 billion of that total would finance -
a new Medicare prescription drug beneﬁt and 3 long term care cnutlcmcm '

- for the elderly and Lhe dlsabled

: Mg_d_xgg_d The plan ehmmates thc acute pomon of Medlcald and instead |

provides subsidies for low income individuals to purchase health insurance °
from private plans (this new subsidy absorbs $387 billion in ten year

‘Medicaid savings). In addition, the plan saves another $129 billion in-

Medicaid DSH payments by reducing the number of uninsured. Finally,
states will be contributing about $232 billion in'subsidy payments over the
ten year period which represents their cxisting Mcdicaid costs, grown each
year at national health expenditures. Since states’ existing Medicaid costs
arc growing at a much higher-12 percent this MOE represcnts substantial
savings for the states. < A

Revenues.

o Inc in exci / 5. The plan will increase .

the excise tax rate on small cigarettes by 45 cents per pack (for a

- total of 69 cents per pack), phased in over five years on the :
following schedule: 15 cents in 1995 and 1996, 25 cents in 1997, 35
cents in 1998, and 45 cents in 1999 and thereafter. The excise tax
on other currently taxable tobacco products would be increased.
proportionately. .
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Premium assessment. The proposal will impose a 1.75 percent
.assessment on health care premiums.” The net revenues derived
- from the imiposition of this premium assessment would be used to
* fund the Graduate Medical Education and Academic Health
. Centers Trust Fund and the Biomedical and Behavioral Research
Fund. The assessment would be effective after December 31, 1995.

essment. As discussed carlier, a 25 percent
assessment would be placcd on health plans to the extcnt they
exceed the target rate of ngth

Cafeteria plans. The proposal will climinate the exclusion for
employer-provided accident or health benefits provided through a
cafeteria plan or flexible spending arrangement, effective on and
after January 1, 1997, with a delayed effectwe date for collecuvely

bargamed plans

- Fi mittec isions. The following provisions are taken
- from the Finance Committee bill.

o Additional Mcdicare Part B prermums for h;gh-mcome

individuals.
0 Increase excise tax on certain handgun ammunition.
o  Modification to self-employment tax trearmcm of certain S

corporation shareholders and partners.

o Extendmg Medicare coverage of, and application of hospxtal,
insurance tax to, all state and local govemment employees.

0. Modlfy cxclusxon for employer—prpwded health care.
] Repeal of volume cap for 501('::)_(3) bonds.
-0 Self-employed deduction.

The 25- -percent deducuon for health insurance expenscs of
self-employed individuals will be reinstated and extended for
‘taxable years beginning after December 31, 1993, and before
January 1, 1996. Beginning January 1, 1996, self-employed
individuals who are not eligible for employer-subsidized
health coverage will be entitled to deduct up to 50 percent of -
the cost of the standard benefits package. In the case of a
self-employed individual with at least one full-time employee
who has been employed for at least 6 months, the 50-percent
deduction will be reduced based on the contributions the self-
employed individual makes with rcSpect to coverage of the
individual’s employees :
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o Limitatien on prepayment of medical'insu:an'cé premiums.

o Tax treatment of voluntary employer health care -
conmbuuons ;
0 Tax treatment of orgamzanons pm'vldmg hcalth care services

‘and related organizations.
0 Tax treatment'of long-term care insurance and services.

In addition, reserves for long-term care insurance contracts
that constitute noncancellable accident and health insurance
generally will be determined in accordance with the reserve
method prescribed by the National Association of Insurance
Commissioners (NAIC). :

o Tax treatment of accelerated death benefits under life
insurance contracts.

o - Definition of Ernploycc

0 Incrcasc in penalties for faﬂurc to fllc correct lnfonnanon
returns with respect to non-cmployees.

o Nonrefundable credit for certain primary hcalth services
providers.

0 Expensing of medical eqmpment used in health profess:onal
shortage areas. o :

o - Tax treatment of fundmg of rcmcc hea]th beneﬁts

o Tax crédit for the cost of personal assxstancc semces
-required by mdmduals o

o Disclosure of taxpayer return mformatxon for admmlstranon
of health subsidy programs. . ’ :

| CONTROLLING FEDERAL COSTS ~ FAIL SAFE

The bill’s fail safe guards dgdmst futu:c unannclpatcd deficit i mcrcascs s duc to thxs
legxslauon After enactment, OMB will publxsh an initial health care baseline
including its most up-to-date estimate of the net outlays and revenues from the

. health reform bill, as well as all Medicare and Medicaid spending.- Stanmg with

fiscal year 1997, the President’s budget will include an updated version of the
initial health baseline. If the updated baseline (excluding non-health-reform-
related differences) exceeds the initial baseline, reform spending (with the
exceplion of the subsidies for pregnant women and children) would be cut back to
eliminate the overage. Changes-made by the sequester order would not be
permanent, and the sequester would be suspended during a recession.
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Why the Mltchell Blll Gets Us To Umversal Coverage
: "T he [Mztchell ] szZ says thaf{ we szZ yse voluntarjy mechamsms - the marketplace the
benef cial ej}%cts of managed competztzon insurance referm and some subszdses fo
those who are umnsured—- to. Feach a level of 95 percent of coverage by z‘he year 2{3(}0

" and then there wzll be recommendatzons by a comimission to the Congress on whzch "
Congress must act to go the rest; of the way" SR Sen George Mztchell Aug 2 1 994

e . L

g The Mltchell plan has a guaranteed path to unlversal coverage Senator M1tche11's b111 doesl:_ o
“‘not set 95% asa goal = it'sets 95% as‘a yardstlck to.measure, how qmckly we are headmg
’ toward umversal coverage and what other steps are then needed to ﬁmsh the ]Ob Under
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fainllles‘ and states:wﬁh mcentwes to cover everyone as soon as’ posmble
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. TH Mitchell Bill rovides Affordsble Covrage 10 All Amersts Chidren

g '»,‘lThe Mltchell blll provndes affordable coverage for all klds by 1997

. r

. Chrldren under 19 and pregnant women w111 be ehgrble for premlum sub31d1es

o ‘b111’ fewer thén 750, OOO chﬂdren wrll gam coverage less than one tenth the number of
PERIES V"krds Senator Mltchell s b111 covers R RPN

~éThé->Mirc'hell, bill -ii}-o?idésijc"}';m;ifeh’efﬁfgivfe";iréizentivé 'csa‘féff,dr'f kids; L

The beneﬁts paekage m the Mrtchell bﬂl 1ne1udes nnportant preventlve servrees for P

chrldren Immumzanons well-chlld v1srts and screemngs wrll be covered at no cost.

.\v:h e

-

| ‘”l"‘;he‘:'Mivtchell bill zpres‘e»,-;es addition‘al -behcﬁ’rs rin'-, children vvi't'i‘ifspecialfneeds.

e Chr]dren who currently quahfy for Medlcald wﬂl connnue to- recerve the addmona]

. services now covered under the Medrcald program This:. wrll ensure for example

that children w1th speaal needs get the addltlonal rehabrhtatron servwes that are o

~ critical to thelr development IR

The Mltchell brll supports essentral nutrltlon programs - & o

The Mltchell bill prowdes full fundmg for the WIC Program SO that all low-income
pregnant woman and children who are currently ehgrble for the program can be ‘
served ' -


http:thafmeansth.at;a,tota.l�.7Smtllion�chilqren,will'getcoveia.ge
http:perc.ent.of
http:oin~ri�wilI.be

v

CHILDREN AN]) HEALTH CARE
T he Problem T, oday '

ot

~  MILLIONS OF CHILDREN I—IA VE NO INSURANCE MILLIONS MORE INSECURE

. -:M'AJORIT Y OF UNINSURED.CHILDREN IN MIDDLE CLASS FAMILIES - e
e 58% of umnsured ehrldren were dependents of full-—trme, full year Workers [Subcommntee on n DRI
; '-’i:'jChlldren 11/16/93] B : AR :

e 9 million ch1ldren and half a mllhon pregnant women have no, health 1nsurance [Census Bureau,
e, 3093] i, L l e .

',,'/

‘ One out of every ten chlldren under age six are umnsured perhaps the most cntrCal years of a.

child's development [Census Bureau CPS 3/93]

. One in ﬁve Amencan chlldren had no contact w1th ‘a doctor 1n ]992 [Chlldren s Defense Fund]

'17 mllhon chlldren a;re umnsured for part or. all of the year [Bureau of the Census 1990 1992 SIPP for E
.CDF]" P R < r R -

e ‘»Many thousands of ehlldren ate lock:" d out of the health msuranee system because of pre- =
R ,exrstmg eondltlon exclusmns e ’ S 3

Approx1mately 30% of adolescents without i msurance hve in- mlddle class fa:mrhes w1th mcomes L N |
: above 200% Ofpoverty [Subcommtttee on Chlldren 11/16/93] ff- BN o Tl

'_tBY 2000 ONLY 50,4; OF CHILDREN WILL IL4VE EMPLOYER-BASED COVERA GE:

If current trends continue, only about half of the nation's chlldren will'be covered by employer- . o
. provrded health insurance by the year 2000 ""For two decades employer cost—cuttmg and the -
e rzsmg cost of health insurance have forced mzllzons of ckzldren out of the przvate health '
O )znsurance System [Chlldren Defense Fund 3/3/94] R ; ~

i VThe percentage of ehtldren who Were covered by employers fell frorn 64 l percent m 1987 to
'59.6 percent in 1992. Had the coverage ‘percentage stayed at 1r987 Tates, more than 3 mllhon

addltlonal children would have had employer-based 1nsuranoe in 1992 [Chrldren Defense Fund o

' 3f3f94]
va MILLI ONS MORE CHILDREN IIA VE INADEQUA TE COVEM GE TGDA Y 3
’Mllhons have private insurance that fails fo cover preventlve services as well as specral

‘ treatment needed by chlldren w1th phy51cal and emotlonal dlsablllttes

. On]y about a thlrd of health 1nsurance pollc1es in medlum and large firms -- typlcally the most

comprehenswe plans -~ covered well baby care. [BLS; Employee Beneﬁts Survey 5/93]

Only 42% of children Wlth health msurance are. covered for routine 1mmumzat10ns [Subcornmlttee -
“ on Chlldren 111’16!93] ‘ : S : .

' #4000 08!12594 03: 29 PM i l h
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The \f[ztchell Blll Provxdes Strengthened Protectlon and
\ew Benellts For Older jlmerlenns A :

' Preserv es Medlcare
Under the Mltchell blll Medlcare w1ll be preserved and strengthened Older Amencans mll
contmue to receive the same Medicare coverage -- with guarariteed security. Seniors can keep

ceemg the doctors they see today, ‘with expanded beneﬂts And doctors and hospltals w1ll no-

= »‘ionger be. able to charge more than what Medlcare pays

“The Mrtchell bill takes: historic steps: )
AP 'brlhon home and commumty based long-term care program Itwill help Aniericans who need S

New prescrlptlon drug coverage : : .
The Mitchell brll adds prescription drug coverage to Medrcare - provrdlng desperatel

h needed protecuon ‘for older. Amerlcans "Older Amiericans will get protection against

prescnpuon drug prices that represent thelr hxghest out—of-pocket medical cost."An annual

. ~cap -will be placed on out-of-pocket prescnptlon drug costs and above tlns amount drug
1costs wrll be fully covered ~ ' IR R

Helps wrth home and eommumty-based long-term care. B e " S .
ward: Eong-term care coverage creatmg a new $50

; ‘ilong term care live 1ndependently at hiome and i in thezr commumtres - \,vhlch most older

. care insurance ‘program to cover ‘the costs of extended nursing Thome stays. People w1ll have I
. the optlon to purchase coverage when they reach age 35 45, 55 or 65 e -

_;'Amencans people wrth dlsabliltles and then' famllles and frzends prefer S

{Improves the quahty and affordablllty of long term care msurance’

:The Mitchell b1ll creates. tough new’ standards that all pnvate msurers sellmg long-term care

.“polrcles must meet. Tt also ¢larifies tax rules so that long term care.services an insurance -
premmms can be deducted from taxable i income: And the plan establlshes a federal long term

Guarantees securlty to early retxrees.

" Under the Mitchell bill, Amencan workers who retire early wrll not have to worry about T
3 losmg affordabie health insurance. Today many of these Amencans are vulnerable - =2

o dropped from their coverage. and not yet eligible for’ Medlcare Under the Mltchell hlll

coverage to an older worker who S once been smk

; 'msurance w1ll always be secure and affordable

‘ Outlaws msurance company dlscrlmmatmn agamst older workers.

‘Today, insurance companies pick and choose whom they cover --'and they charge older I
.workers far than younger workers. These pracnces will be outlawed under Senator M1tchell‘
bill -- insurance companies can vary prermums by no'more than 2:1. And no one can deny

\

T‘Enhances medical research
_The Mitchell bill creates a spec1al fund for academic health centers and medlcal research

Wthh should mean increased commltment and research dollars for the ﬁght agamst

' ‘Alzhermer S dlsease
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Preserves and Strengthens Medxcare

. Under the Mttchell blll older Amerlcans wrll see’ little dlfference in- where ‘how - |
" or from’ whom’ they réceive. thelr health care. And although every -health reform ,

~ proposal, before the Congress calls for srgmﬁcant savings- from Medlcare the

- Mitchell bill i is the _0_111_\{ one: that remvests the savings, in two’ new beneﬁts for

. older Amerlcans prescrlpuon dmgs and a new federal/state program outmde of

R ..‘..jsMedlcare prowdmg home" andiscommumty based long term care

For Medtcare beneﬁcranes reform .‘wrll :mean more. cho1ces among health plans
‘and-the ability: to choose a plan whtch may offer lower copays ‘and deductlbles
than tradmonal Medlcare coverage offers today ) I =

- o ‘-'Protects Semors Agamst ‘Fraud and Overcharges

) The Mrtchell Brll calls for new. penalnes to pursue and prosecute those Who orderf'f
. unnecessary tests and procedures to_defraud- Medlcare and senior citizens. " In.
. 7.+ addition, the . Mrtchell Btll controls rtsmg costs m both the prrvate sector and
DA Medlcare R - » Lo

LA ‘Lowers Medlgap Premmms

) {;For those Who currently buy a: Medrgap poltcy to cover prescnptron drugs and

o Vovercharges the Mitchell Bill will mean srgmﬁcantly lower Costs. The plan stops. ’

3 doctors or hospttals from chargmg more than Medicare covers. And: it prohlbtts A
insurance compames from usmg pre—ex15tmg COIldlthﬂS to exclude people from
. Medrgap coverage ‘ o .

. _' Eliminates Balance Blllmg : ' .
‘ The Mitchell bill prohibits doctors. and hospttals who partlcrpate in, Med1care o
- from chargmg more than: Medlcare pays S



o .The result more than 8 mtlhon Amencans over:

OLDER J\\/IERTC \VS THE C[ RRE\T S\ STE\[

’\0 Prescrtptlon Drug Coveraoe \tearlv two thtrds ot »\mertcans over the age ot 6)
" have no prescription drug coverage. But while people undér 63 purchase an average of
- four prescnptrons a year, people over. 65 purchase on average four t1mes that amggr t
‘,' -- 16 prescrlpttons each year ) . ‘ - ,

This means that many Amencans are in a position like Benjamin Gagliani, a 66 year-
old retlred bookkeeper from Alabama Each month he must-spend $340 of his’ $594
' incorne orl prescription’drugs because Medicare provides no prescription drug o
- coverage: With all his prescrtpuon drug expenses, he. often-runs short of money for o
"food and must rely on "Meals on Wheels" for his one darly meal. i

. Medlcme Is Often Prlced Out of Reach Prescrrptlon drugs are: the hrghest out of

. oncket expense for three out of four older Amencans ‘And. drug compames charge R
" three times more for prescrrptton drucrs made in Amertca here in the United States -

b

o than they charge for the same drugs overseas wrth prlces contmum0 to skyrocket

age 55 say they have to choose

i ":fﬁ-_,between food and medlcme And more than 17 mllhon prescnptlons each year go . . ,
unclaimed after pharmacrsts ﬁll the orders mostly because consumers cannot afford to

L ]'pay for them '

thtle Help Wrth Long—Term Care At Home Most older Amertcans want to stay at '
- home w1th thetr famthes if they become drsabled and need long-term care. Many °
" senior citizens just need a visiting nurse or soimieone to plck up groceries in order, to L
~live mdependently But in today's system, many are forced into; nursmg homes because o
- .they have no way of gettmg the help they need -

Older People Dlscrxmmated Agamst By Insurance Compames Insurance o
compames today use age and health status as factors in setting the price of msurance
premiums. This means that older workers or retlrees who don't yet qualify for

o Medicare. often are forced to pay several times what younger people pay for the same ‘

insurance. Moreover -older people: are often demed coverage because they have a pre-
exrstmg condmon or sunply because they are older o : ‘

) ‘thtle Protectton For Early Retirees. 60 percent of the nine mtlhon early retirees in-
the United: States are not insured by their former employers Even those companies
who used to. prov1de health benefits to- retlrees are being forced to pare back their

- comrmtments because of rising costs. ‘Early retu'ees are therefore parttcularly at risk of -
' 'belng without adequate coverage.'Because they are older, on their own,'and may have" - A
expenenced health problems, they- have a drfﬁcult tlme gettmg quahty insurance at an —

_ affordable pnce

Skyrocketmg Costs of Care In 1963 Congress enacted Medicare, to ensure that .
America's elderly were not driven into poverty by health care costs. Medicare has been
‘a great success. But health care prices are rising so fast’ that older Americans spend
more of thelr mcomes on health care today than they d1d before Medrcare began
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" THE DOLE BILL IS BAD FOR STATES ~

blems with Medicai

o States are on the hook for Medicaid caps. Before AFDC and non-cash reeipients
are integrated into the low—income assistance program —- potentially from 1997 until
2000 —- both federal and state payments for these 1nd1v1duals under Medicaid are
capped. -

However, states are not pennltted to ellmlnate any category of eligibility under -
~Medicaid. And an entltlement to servrces under Medlcard remains in effect.

So if Medlcald costs nse_ faster ,than the caps (whrch 1s hkely):

> States would mevrtably be subject to lawsuits requmng them to provrde
services and make up any fundmg shortfall.

. > States would come under enormous pressure —— from both provrders and
advocates for recrplents —= to fund any shortfalls

> As they are gene’rall’y the health care providers of last resort, state and local
' governments would likely bear the financial burden of reductions in access
under a capped Medicaid program :

] States have no control over maintenance of effort payments. After AFDC and
non~-cash recipients are integrated into the low-income subsidy program —- as early
as 1997 at state option, and no later than 2000 —- states are required to make
malntenance of effort payments

Maintenance of effort payments increase‘each year based on the increase in premiurns'
under the Federal Employees, Health Benefits Program (FEHBP). Since states have no
control over how fast FEHBP premiums rise, they are left with no control over a ‘
substantial portion of their state budgets. ,

° Disproportionate Share APayments are Cut 25%. The Dole Bill cuts DSH payments
by 25%, without substantial expansion in coverage or reductions in uncompensated -
care. ‘ ‘ ‘

w Low- id
® States would be on the hook rf subsidies are underfunded. If subsidies are

underfunded —- which is likely without any effective cost containment in the Dole B111
—— then eligibility for subsrdles is cut off.



If subsidies are eliminated for a large number of low-income people, states would be
under pressure —— both from providers at risk for uncompensated care and from
interest groups for the disabled and low mcomc populations —— to continue coverage
at full state expense.

] Uncompensated care burden on states continues. Because few people would get
coverage under the Dole Bill, uncompensated care would contmuc to be a problem for

employers, families, and state governments.

) No funding for start-up costs. Statcs are expected to establish new programs fo

deliver low—-income SubSldlCS but they are provided no money for plannmg or start- '
up costs.
] No relief from administrative bﬁrdens Anyone who would be eligible for Medicaid

under current:eligibility rules would automatically be cllglblc for a subsidy under the
Dole Bill. So states receive no rehef from the burdcnsomc Medicaid eligibility

' proccss .
- R e R A :
° ‘Not only does the Dole Bill fall to achleve umversal coverage, but it prevents

AAAAAA

states that want to move towards universal covcragc And thc Dole Bill does not
mclude a state single payer option. :

° The Dole Bill is contrary to welfare reform. Since the Dole Bill provides little if
any subsidies for low-income workers —— and, in fact, imposes an enormous marginal
tax rate on these workers —— it does little to aid state and federal welfare reform
efforts to move people from welfare to work. '

Problems with Insurance Market Reforms

° The Dole Bill Undermines State Insurance Regulation. The Dole Bill permits any
small employer to self-insure, and permits associations of small employcr associations
to cscape state regulation and choose regulation under ERISA.

These provisions fundarnentally undermine the ability of a | state to establish and
regulate a viable community-rated market.

° The Dole Bill Gives States Little Authority Over Insurance Reforms. At best
under the Dole Bill, st"atcs have the. authority to regulate only the insurance market for
businesses with 50 or fewer employees. And if many small businesses join self-
insured associations, states would be left with a shrinking insurance rnarket w1th1n
their regulatory authority. : ‘



CBO VALIDATES THE MITCHELL BILL
CBO SAYS THE MITCHELL BILL WILL...
Meet Its Goal of Umversal Coverage

CBO conﬁrms that the. Mltchell bill will "meer its target of 95 percent caverage by 1997, using market
forces and subsidies, with a Commission to recommend how to cover the remaining umnsured However,
CBO confirms that if the market does not reach universal coverage on its own, the system of shared
~ responsibility that would tngger into effect will reach umversal coverage in 2002. [CBO p. 1, Table 5]

TIn contrast, preliminary analysm has concluded that the Dele bill -- wh1ch has not yet been analyzed by
CBO -- will guarantee coverage 1o less than one million more people in 1997, leavmg nearly 39 million
Amencans uninsured. : :

Pay for Itself, with Money. Left over for Deficit Reduction

CBO says that the Mitchell bill -- with subsidies for individuals with incomes up to 200 percent of poverty,
children and pregnant women up to 300 percent of poverty, employers expanding coverage and the
temporarily unemployed -- will be fully funded, yet still generate $14 billion in deficit reduction by 2004.
''The Mitchell bill will yleld short term deficit reduction of $3.7 billion by 1999. [CBO Analysxs of Senator
Mn;chell s Health Proposal Table 1]

In contrast the Dole bill has no deficit reductlen and only has enough fundmg to guarantee coverage to
less than one million people

Allow Job Creation to Continue on its Expected Upward Path

CBO says that under Mitchell’s backup system of shared responsibility the rate of job creation -- which

is currently moving forward at more than 2 million jobs per year -- will continue on its upward path.

While critics may, claim otherwise, CBO states the effect of the plan on the rate of expected job creation
"would likely be very limited. " [CBO p.18] ~ :

In contrast, the Dole plan barely reduces the number of uninsured, Ieavmg over 20 mllhon Amencans in
working families to continue to go without coverage.

Lower the Growth of Health ‘Costs

The Mitchell plan will inject market forces into the health care system by forcing insurance companies to
compete on quahty and price. Furthermore, insurance compames will face incentives to -keep their
premiums down because insurance compames that spike up premiums excessively will be taxed. CBO
estimates that the cost containment in the Mitchell plan will lower the future rate of growth of health
spending in the nation. [CBO p. 13, Table 6] '

In contrast, the Dole plan lacks any form of scorable private sector cost containment.
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Net Ef’fect of Senate Proposal on Average Payments for inte Health Insurance,

Medicaid Cost Shift (1)

Medicare Cost Shift

Non-Warker Cost Shift

Cross Pool Risk Adjustment (2)

- High Cost Plan Assessment {3)

Universal COUerage {4)

. Gains from Gmup Purchasing {5}

Academic Health Centers

- Cafeteria Plan Limitaﬁons

‘ Net Total Additions

Notes:

{1) Includes payment rate dlffarencas. demographic eﬁects and gmwm rate effects.

{2) CBO estimate .

{3) includes incidence of ass&ssment and effecton gmwth rate of premiums

2004

Ralatlve to Current System
1997
com?r;qn'rty ,Exp'erie'nce; Pri,j.fétn: .
: Rated - Rated - Sector
Pool Pool - Average ’
22% | as% | em |
00% |- oo% | oo% |
29% o0% | 1w
3% 1.3% - oo%
oz 00% | o01%
so% | sox | sox
A27% | 0.0% | 64%"
- 175% T 175% 1.75%
0.4% 0.4% 02%
-14.0% 5.0% 9.5%

“MN.T%

" |community- Exbériemce Private
Rated Rated Sector
Pool Pool Average

| so% | A% 0.9%

oosw | osw 05%

e | oeom | 14w

1 ass | 1w 0.0%
0.4% 0.1% 0.3%
80% | -60% £.0%

CA27% | 0.0% £.4%
1.75% 1.75% | - 1.8%
05% | 21% 1.3%

4% Js.é%

{4) Quantifies reductions in uncompensated care.

114&ug&t
1124 AN

_{5) Reductions in administrative costs expressed as weighted average across firm snzes
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Changc in National Health Expcxlciitures
By Source ($ billions) o
Source ' 2000 1 | 20@- :
National Health S+ 833 L+ 827
Expenditures : - | R
| Federal B o 1. T + $31
|l State and Local - - D  -$3‘ b -%6
1l Private I - -2 | o820
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* * Viee Chals ' Telephone (202) 624-5300
August 9, 1994

MEMORANDUM

To: Robert M. Rozen

Lagislative Counsel
Office of Sepator George Mitchell

From: Ray'r&d C. Scheppach
Re:  Preliminary Concerns about the Health Security Act

a—

Thenk you for meeting with us yesterday to discuss some of the Governors’ concerns about the
Health Security Act as proposed by Senator Mitchell. As you requested, the following is a
description of the issues that were discussed with you, I believe that many Governors are likely
to oppose Scnator Mitchell’s bill if substantial changes are not made to the Medicaid

* provisions.

Problem. We support integrating AFDC and non-cash categorical Medicaid beneficiaries into

the new low income subsidy program., However, because your plan requites states to maintain -

existing bonefits and existing benefit levels for this population above the levels offered in the
standard benefils package, we believe that there will be no streamlining for states, and in fact,
states can expect increases in Medlosid complexity and administrative expenditures as & result
of the plan. We cite three examples, -

* If the health plan offering the standard benefits packago offers a service that is less in
emount, duration, and scope than offered under Medicaid, the state must pay for ¢ ooverage
up to the Medicsid’s amount, duration, and scope provisions. This will result in states
developing complex edministrative sysiems to pay for this “wrap around” for stendard
benefits. Moreover, this provision will give health plans an incentive to limit amount,

~ duration, and scope provisions in the standard benefits package in arder to shift costs to
states.

* AFDC and non-cash categorical beneficiaries will remain eligible, for all other acuts care
benefits that are not part of the standard benefits packsge, This requires states to maintain
all eligibility systems for these populations with eligibility requircments that go beyond

eligibility for the new Jow income subsidy program, Moreover, this provision malntains-

inequities in benefits among poor people using categorical criteria that are not based on
need. : L

08-08-94 12:3iPM POD2 #18
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* It will be more difficult to place Medicaid beneficiaries in managed care, No more than 50
percent of total enrollees in 8 HMO can be Medicaid beneficlaries. This is a rollback from
current law which is 75 percent. This will take Medicald individuals out of managed care in 8
number of states. Fee-for-service is more expensive to administer than managed care.

A ternatives; ,
* The provision that requires states to pay far differences in the amount, duration, and scope of

services in the standard benefits package should be deleted, All subsidized beneficlaries shouid
have the same benefits package.

*  The supplementary Medicaid benefits beyond the standard benefits peckage should be changed
from an individual entitlement to AFDC and non-cash categorical beneficiaries and should be
restructured as an entitlement to states using the new home and community based care program
as a model. (Sec attached low income subsidy paper.) :

*  There is no need to limit the number of Modicaid beneficiaries in managed care, The “75/25"
rule was implemented as & proxy for assessing quality, and the Mitchell plan now has national
quality standards that preclude the need for this requirement. Not only should the test not be
reduced to “50/50” but it should be eliminated altogether.

*  Moreover, with the advent of the new low income subsidy program snd the development of
community rating areas, states should be given all opportunities to move thelr Medicaid
beneficiaries info managed care. We suggest that states be permitted to ensoll beneficiaries in
primary care case management systetns and partially or fully capitated systems of cure without
the need for a waivers, This should be established within 6 months of enactment of the
legislation and is particularly importent if them are any delays in the implementation of the
new Jow income subsidy program,

* States should be allowed & window of three years after January 1997 in which they can
integrate their Medicaid populations into the new low income subsidy program,

MEDICAID MAINTENANCE OF EFFORT

Problem: We support using 1994 s a base for the calculation of maintenance of effort. However,
we cannot support annual growth in that amount based on the rate of increase in cither per capita
or national health care spending,

" Such an approach is entirely unacceptable for the following reasuns

1. The rate of increase in total national health care is composed of four major components as

"~ follows: n) health care inflation; b) changes in population; ¢) increases in benefits; and, d)
Increases in the quantity of health caro services, which ate driven largely by the aging of the
population. While states do not mind having an adjusu'nent factor that reflects health care
inflation and changes in population, they should not be held accountable for national changes
in benefits or quantity changes such as those sssociated with the aging of the population.

2. The extension of health care bsnefits to a}l low-income individuals will substentially increase
totel and per capita national health care spending in the future and should not be reflected in a
state maintenance-of-effort contribution.

3. 'The rate of increase in Medicaid acute care has been decreasing the last several years aad as

P.3/5

states are allowed to use managed care, most states now believe that this rate will continue to

decrease and be below that profected for total national health care spending growth,

08~09~94 12:31
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From a financial standpoint the states would be better off with the current Modiceid program as
opposed to this proposal. Currently, spending on Medicald is averaging sbout 18 percont of state
budgets, with some states as high as 35 percent, Your maintenance-of-effort will force states to
pay 2 rate of increase over time that is equal to double their current projected revenucs over the
next several years, Within the next three to five years this would make the Medicaid maintenance-
of-effort over 25 percent of all state spending. It is wrong to place suoh s new huge additional
unfunded mandate on states {o pay for health care reform.

Alternative: We suggest the foﬂomng for cach state, Calculate the baselinc for the AFDC and
non-cash categorical populations as proposed n the Health Security Act. Sum the aggregated
amounts for both AFDC and non-cash so that thers is one baseline dollar amount for each state.
This total would then be incressed annually by the annual perceniage increesc in the states’
modical inflation and the annual percsntage increase in the state’s general population.

Such an approach would provide a strong incentive for states, through other policies, to develop
cost control strstegies in their respective states. For stability to state budgets, the annual increase
could be a five year rolling average of the percentage increases. Since annual medical {nflation is

P.4/5

not calculated on a state-by-state basis, CP1 plus 2 declining percentnge add.on (atarting at 2

peroent) could be used until the state medical inflation index is developed end reliable.

DELIVERY SYSTEMS

Problem: The states will take on significant new responsibilities in restructuring and overseeing
the privats health care delivery system as a result of the Health Security Act, While states have a
lot of additional responsibilities, the overall philasophy of the bill is very much a federally
determined system. Virtually all decisions are made by the foderal government and states
administer the program. States have limited authority to make decisions end little flexibility.
Moreover, rigid federal standards are called for unnecessarlly {n arcas where states have made
significant progress in improving heslth care delivery systems. While we agree that complete state

© flexibility would undermine a national system, federal standards should be used as a minirnum,

above which, states could impose more restrictive criteria.
Alternative; The appropriate balance between national conformity and state flexibility is criticnl
both to an efficient hezlth care delivery system and to timely imiplementation of the plen. A more
efficlent approach than that incorporated into the Health Security Act would be 1o set standards
only in those areas where it {3 critical to compare across health plans or to ease the problerns for
multi-state firms. In other ereas broad guidelines are important but states would establish
standards within federal guidelines while other areas states should set standards. Such a system
would look for like the following.
Eederal Standards
*  Quality improvement and assurance.
*  Medical record keeping,
¢ Health information and data requirerents.
*  Other measures which are critical to compare health plans. ¢.g., health outcomes.
Federal Guidelines with State Standards -
. Comparntwc consumer information.
s Marketing materiels.
*  Grievancs procedures,

" 08-09-94 12:31PM POO4 #18
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tate Signdardg s

* . Pinancial standards, -
Solvency mquiremonts.
Liquidity requitement, .
* Accounting and reporting: .
Guarantee fund participation.
- Capital requirements.” .

a m e o s

'P.5/5

ram, States wxﬂ assume ihe'.,‘

~ admudstrahve responsibilities for a new, low-imome subsidy program and there are no federal -
funds to help pay for administration of this new program, Cutrently Medicaid administration costs.

$7 biltion annually, serving about 30 million beneficieries, This new program could have mors .

that 80 million participants. In the Mitchell bill, states are gwen the ability to impose up to & 1

percent premium tex to generato funds for edministration. It is not up to-the states to have tq

* impose & tax to fund & new federal program. The fcderal govemment shuuld mpose the tax or ﬁnd

an alternative financing mechamm '

1.75 Premium Tax. This proviswn needs to be clnnﬁed. It is unclear for the new lowdncome‘ '
population and Medicald, who pays the premium tax. 'Also, this has been a traditional tax sovrce .
for states that it not only be preempted, but states are bemg chsrged 1.78 percent for statc '

- emp!oyees, 'I‘hay should be exemmpt.

the growth in the national population,

: a1 (- Thu mmnteaance-of—effott reqmrement in the'
~exmtmg Medlcmd and ccmmumty-based care program should be chmmated or at Ieast mdcxcd by ‘

Mentsl Tiness end Substanice Abuse Services, The provxsion that reqmres stntes to mtegra.te theic 4'
public menta] {finess and substance abuse systems into the private dehvcry system by yesr 2001 o

needs to bs climinated. It is inappropriste to requie that states funds are used to offset preminm . R

" costs of the general population to ovetsee an nnhunted mr.ntal iliness and substsncc abusc beneﬁt :
- Plapning and Start Up Punds, Whﬂe $100 mﬂ}ion for plamung grants may be sufficient to plan for -

the system, a 50 percent state match for start up funds is too high.. This is & new federal system

and therefore the federal government needs to pay 90 percmt of start up funds, Omctwiso the
gystern will teke a very long time to oparatioaalize

~ Mandates and Advocacy Funding. - Throughout the bill there aro 8 signiﬁcmt number of federal
" mandates that will be very costly to states, Thess niccd to be eliminated from the bill. In additlon, -

there s a substantial amount of federal funds for edvocacy groups that can be used for litigation'

responsibilines This right to sue should be eliminated from the legislation. - ,
Malp_gacnce The ma!practme pmvxsions are too hmitmg for states and would actually weaken

' agninst states. 'I'hese funds need to be eliminated from the bill. 1t is the role of the federal -
i govemnment, not the advocacy community, to have overs;ght of state mplementatmn :

‘Section 5534. This section of the Act gives- individuals' a private right to enforce state

provisions currently enacted is some states. Ths Act necds to be xevxsed ta set federal nﬁmmum,’ o :

standards and allow states to include stronger’ ‘requirements.

roe at 624-5320 or Carl Vo]pe of my staff at 624-7729

‘ "Thank you for your interest in out issues. If you have any ;juest:ons pleaso do not hesitate to ca]l |
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Some Talkmg Points on the Mltchell Bl“ and thc Privatc Scctor
The two most xmportant consequences of the Mltchcll bill are:

(1) it extends coverage to 27 million Amerlcam, allowing us to reach 95%
coverage through voluntary measures alone.

(2) it reduces the defic,it:overv 1995-2004.

On average, private hcalih insurance premiums will cost 'dbnut 9% less than
baseline in 1997 and about 6% less than base]mc in 2004 “The two most
important rcasons for these gains are: 4

(1)  reductions m uncompensated care from expanding'coverage Today,
providers shift the unrcimbursed cost of services delivered to the
uninsured into higher charges for private payors, which pushes up
premiums for the insured. Expanding coverage wxll permit these extra

. private charges to declinc.

2) administrative savings from pooling individuals and small groups into * -
purchasing cooperatives. Some pay administrative costs or "loads" of up
to 40% today. CBO assumes and recent California experience suggests
that loads closer to 13.5% arc achievable under Mitchell-like conditions.

" The commumty-rated sector (lndmduals and firms with fewer than 500
employees) gains the most from the Mitchell bill, but the large firm sector gains
as well, primarily from uncompensated care.

While the community-rated sector does very well under the Mitchell bill, bringing
the uninsured, nonworkers, and most under-65 Medicaid recipients into the
community rated pool does increase costs slightly. The Mitchell bill has a
mechanism to share the costs of demographic differences across the community-
rated and expcerience-rated pools, which serves to equalize the average premiums
in each pool by increasing cxpericnce rated premiums and decreasing community
rated premiums. CBO estimates the required adjustment to be about 1,25%.

If the mandate is not triggeréd; aggregate private health spending will be ,
virtually equal to what it would have been in the absence of reform as 27 million
more people would be insured with coverage that costs less than today.

.. If the mandatc is triggered, hggregate private heallhfsp'ending would be about 2%
higher than baseline in 2004 as we add the remaining 14 million Amcricans to
private health insurance coverage.
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Net Effect of Senate Proposal on Average Paymems for Private Heatth !nsurance

2004
| community | Experience | * Private
Rated Rated Sector
"~ Pool Pool Average .
3.0% 1% 0.9%
0.5% 0.5% 0.5%
20% 0.0% 1.6%
4% | 1% 0.0%
04% | . 0.1% 0.3%
£.0% 6.0% £0% -
A2.7% 0.0% 6.4%
1.75% 1.75% 16%
0.5% - | 2% 1.3%
'-1,1.7%- o £.5%

Relative to Current System
1997
: _ Community | Experience | Private
Rated Rated Sector
Pool Pool Average
<t : .
- Medicaid Cost Shilt {1) 22% -1.8% 02% -
© Medicare Cost Shift . 0.0% 0.0% 0.0%
T A
Non-Worker Cost Shift 2.9% 0.0% 1.4%
- Cross Pool Risk Adjustment (2) 1.3% 1.3% 0.0%
High Cost Plan Assessment (3) - 0.2% 0.0% - 0.1%
Universal Coverage (4) | . 8.0% 6.0% £.0%
Gains from Group Purchasing (5) T -12.7% 0.0% L 6.4%
Academic Health Centers 175% | 175% 1.75%
Cafeteria Plan Limitations 0.1% 0.4% - 02%
‘Net Total Additions 14.0% 50% | 85%
-
{) Includes payment rate dtﬁerelm demographtc effects, and gwwth rate eﬂects
(2) CBO estimate
(3) Includes incidence of assessment and effect on growth rate of premiums.
(4) Quantifies reductions in uncompensated care.
(5) Reductions in administrative costs expressed as weighted average across firm sizes.
11-Aug-94
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SPECIFICATIONS FOR COST CONTAINMENT AMENDMENT

1. Need to establish the growth index for triggering and applying premium affordability
guarantees (e.g., wages, CPI, etc.):

2. Need to determine whether the growth rate is initially lower after the cost containment
trigger in order to bring premium back down to a "reference premium." Note that
these specifications are not written with that in mind.

3. Need to establish the policy for experience rated plans.

4. Need to determine whether premium affordability guafantécs could be "un-triggered"
(either nationally or in a community rating area).

SECTION 10003 CHANGE

Change section 10003(c) as follows (in general, the test for affordability and subsequent
recommendations are structured similarly to the coverage trigger): . -

(@  The Commission submits annual affordability reports, with the first
affordability report for 1999 (submitted by January 1, 2000).

(b)  Coverage is considered unaffordable for a year if the average premium increase
(using final community rates for plans for each year) for the standard benefits
for community rated health plans over the two year period (ending with such
year) exceeds the average increase in X [Ineed growth rate!] over the same
period. ‘

(©) If the afford%ﬂéﬁity test is not met for a year, then the Commission shall
recommend to Congress a means of controlling health care costs.

The recommendations of the Commission shall include one or more legislative
proposals to ensure that the growth in premiums nationwide is held
prospectively to X ['need growth rate!] (as certified by GAO).

(d) " If Congress fails to enact legislation (as in 10004(c)), then premium

affordability guarantees are automatically triggered beginning in the following
year as described below. The first year for which premium affordability

-1-



guarantees can be triggered is 2000. :
NEW SUBTITLE ON PREMIUM AFFORDABILITY GUARANTEES
1. Definitions and special rules:

(a)  The "target growth rate" for a year is X ['need growth rate!], adjusted for a
communlty rating area under 2(b)(3).

(b) The "weighted average annual filed premium" for a community rating area for
' a year is the average of the final community rates for all the community rated
health plans in the community rating area, weighted for each health plan by the
total number of families enrolled in such plan for all classes of enrollment.

(¢)  The "weighted average annual initial premium" for a community rating area for
a year is the average of the initial community rates for all the community rated
health plans in the community rating area, weighted for each health plan by the
total number of families enrolled in such plan for all classes of enrollment.

(d)  The "actual national average premium increase” for a year is the average
‘ premium increase from the preceding year to the current year for all
community rated health plans in all community rating areas (using final
‘community rates, weighted for each health plan by the total number of families
enrolled in such plan for all classes of enrollment) ‘ ‘

(¢) For the purposes of this subtitle and for the purposes of section 10003, initial
and ﬁled ‘community rates shall include any applicable marketing fees.

2. Trigger of premmm affordablllty guarantees and determination of affordable premium
target.

(@) | (1)  If premium affordability guarantees are tnggered nationally beglnnmg in
a year:

(A) In the case of a commumty ratmg area that was a non-
competitive community rating area for the year preceding the
year of the national tngger premium affordability guarantees

- would apply as of such year.

(B) In the case of a commumty ratmg area that becomes a non—
competitive community rating area for any year after the year of
 the national trigger, premium affordability guarantees would
“apply as of the year succeeding the year in which the area first
becomes a non-competitive community rating area.
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A community rating area is considered a non—competitive community
rating area for a year if the average premium increase (using final
community rates, weighted for each health plan by the total number of
families enrolled in such plan for all classes of enrollment) for the
standard benefits for community-rated plans in the area over the two
year period (ending with such year) exceeds the average increase in X
[!need growth rate!] over the same period.

In general, the "affordable premium target” for a community rating area
for a year is the affordable premium target for the previous year,

‘increased by the target growth rate.

The affordable premium target for the first year in which premium
affordability guarantees apply in a community rating area is the average
of: . :

(A)  The weighted average annual filed premium for the preceding
year, increased by the target growth rate for the first year in
which premium affordability guarantees apply to the community
rating area;

(B)  The weighted average annual filed premium for the second
preceding year, increased by the actual national average premium
increase for the preceding year and the target growth rate for the
first year in which premium affordability guarantees apply to the -
community rating area; and

(C)  The weighted average annual filed premium for the third
preceding year, increased by the actual national average premium
increase for the preceding year, the actual national average
premium increase for the second preceding year, and the target
growth rate for the first year in which premium affordability
guarantees apply to the community rating area.

The target growth rate for a community rating area for a year shall be

adjusted by as follows:

(A)  The target growth rate for a year for a community rating area
‘ shall be adjusted for material changes in the demographic
characteristics of those enrolled in community rated health plans
in the community rating area in comparison with the average
change in such characteristics nationwide. The adjustment must
be neutral across community rating areas. [Note: See Senate
Labor Bill, section 6001(c)(2).]
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(B)  If the employer and individual requirements under Title X are
_ triggered in a state for a year, then the target growth rate for
each community rating area in the state shall be reduced to
reflect the increase in coverage and the resulting decrease in
uncompensated care, and further adjusted to reflect any expected
change in the demographic characteristics of those enrolled in
community rated plans as a result of expanded coverage.

(4) (A) I the actual weighted average annual filed premium for a
community rating area for a year (as determined by based
on actual enrollment in the first month of such year) exceeds the
affordable premium target for the community rating area for the
year, then the affordable premium target shall be reduced, by
one half of the excess percentage described in (B) for the year,
for each of the two succeeding years.

(B)  The excess percentage described here is the percentage by which
the actual weighted average annual filed premium for a
community rating area for a year exceeds the affordable
premium target for the area for the year.

3. Administration of premium affordability guarantees.

@)

)

Submission of information by plans to states. Each state shall provide for a
process by which community rated health plans submit lnmal and final
community rates.

(1)  Each rate submitted by a community rated health plan shall be
conditioned upon the plan's agreement to accept any premium reduction
that may be imposed.

(2)  All rates submitted must be legally binding with respect to the plan
involved.

Submission of information by states to . If premium affordability

guarantees apply in a community rating area in a state, the state shall submit

by not later than September 1 of each year the following information about

such community rating area: ‘

¢} Informatlon on initial community rates for community. rated health
plans ‘

(2)  Any information requested by éonccming:



(A)  The actual distribution of families enrolled in commtinity rated
health plans across such plans.

(B) Limitations on capacity of community rated health plans.

(c)  For each year in which premium affordability guaranteés apply in a community
rating area, the shall determine a weighted average annual initial
premium for such community rating area (subject to rules regarding treatment
of enrollment in plans that are discontinued or newly offered).

(d)  Notice to certain states.

(1) By not later than October 1 prior to each year in which premium
affordability guarantees apply in a community rating area, the ___
shall notify the state in which the community rating area is located if
the weighted average annual initial premium for the year exceeds the
affordable premium target for the arca for the year.

(2)  If notice is provided to a state under (1), the shall notify the state
and direct the state to notify each noncomplying plan of any premium
reduction and of the opportunity to voluntarily reduce the initial
community rate filed under  (3)(a) in order to avoid the premium
reduction.

(c) Voluntary reduction of initial community rates. A noncomplying plan that has
received a notice under (d) shall have an opportunity to voluntarily reduce its

~ Initial community rate by the amount of the premium reduction calculated
under 4. : ' ‘

(1)  The reduction shall not affect the amount of the premium reduction for
any other plan for the year.

(2)  The final community rate for the plan is the initial community rate, less
any voluntary reduction.

4. Plan premium reductions. Each noncomplying plahv for a year is subject to a premium

reduction under this section.

()

Noncomplying community rating area. The term "noncomplying community
rating area" means, for a year, a community rating area in which premium
affordability guarantees apply and for which the weighted average annual initial
premium exceeds the affordable premium target for the community rating area
for the year. : , o



(b)

©

Noncomplying plan. The term "noncomplying plan” means, for a year, a
community rated health plan in noncomplying community rating area if the
plan's initial community rate exceeds the affordable premium target for the
community rating area for the year.

Premium reduction amounts.

(1) - (A) The amount of the premium reduction, for a noncomplying plan
offered in a noncomplying community rating area in a year, is
the area-wide reduction percentage of the excess premium
amount. '

(B)  The final community rate for a plan is equal to its initial .
community rate, less the amount of any premium reduction.

(2) Area-wide reiiuction‘pcrcentage.‘

(A) The term "area-wide reduction percentage” means, for a
noncomplying plan offered in a community rating area for a
year:

@) The amount by which the weighted average annual initial
premium for the community rating area for the year
exceeds the affordable premium target for the area for the
year, divided by

(i)  The sum, for noncomplying plans offered in the
' community rating area for the year, of the plan
- proportions of excess premium amounts for the year.

(B)  The "plan proportion of excess premium amount” for a
noncomplying plan is the product of:

@) The excess premium amount for the plan for the year,
and

(i)  The total enrollment of families in community rating area
in the plan for the year, expressed as a percentage of total
enrollment in all community-rated health plans in the
community rating area for the year. Such amount shall
be computed based on the same information used to
compute the weighted average annual initial premium.

(3) ~ Excess premium amount. The "excess premium amount," with respect
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to a noncomplying plan for a year, is the amount by which: |

(A)

(B)

The initial community rate for the plan for the year (not taking
into account any voluntary reductions), exceeds

The affordable prcmlum target for the commumty rating area in
which the plan is offered.

Provider payment reductions.

'(a) Provider networks.

(1)  Each community-rated health plan that is a network plan, as part of its
contracts or agreements with any providers or groups of providers
participating in its provider network, shall: .

A)

(B)

Include a provision that provides that if the plan is a
noncomplying plan for a year and does not provide for a
voluntary reduction in the amount of its premium reduction
under 3(e), payments to the provider (or group) shall be reduced -
by the applicable network reduction percentage for the year.

No include any provision that the state determines otherwise
varies the payments to such providers (or group) because of, or
in relation to, a premium reduction or otherwise is intended to
nullify the effect of (A). ‘

(2)  Applicable network reduction percentage.

(A)

(B)

Subject to (B), the "applicable nefwork reduction percentage,”
with respect to providers that are part of the provider network of
a noncomplying plan for a year, cquals:

@) The amount of the prcmlum reductlon for the plan for the
year, divided by ~

(i)  The filed commumty rate for the plan for the year.

Induced volume offset. [Note: See Senate Labor Bill, section
6012(a)(2)(B).] o :

(b)  Other providers.

(1)  Each community-rated health plan that is a noncomplying plan in a
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year that does not provider for a voluntary reduction in the amount of
any premium reduction under 3(e) shall provide for a reduction in the
amount of payments to providers (or groups of providers) that are not
part of the plan's provider network under the applicable fee schedule

under
year.:

by the applicable nonnetwork reduction percentage for the

(2)  Applicable nonnetwork reduction pcrécntage.

)

(B)

Subject to (B), the "applicable nonnetwork reduction
percentage,” with respect to providers that are not part of the
provider network of a noncomplying plan for a year, equals:

6] The amount of the premiuih reduction for the plan for the
year, divided by . ‘ '

(iiy  The filed community rate for the plan for the year.

Induced volume offset. [Note: See Senate Labor Bili, séction

6012(0)2)(B)]

(c) [Note: Probably need to add language like Senate Labor Bill, séction 6012(c)
and fee schedule language from section 1523 of Senate Labor Bill, and also
ban balance billing if premium affordability guarantees are triggered.]

TITLE V CHANGE

New section: There shall be no administrative or judicial «reviéw, of any determination by the
respecting any matter under subtitle of title X. [Note: Similar to section 5232

of Senate Labor Bill.] -
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,// Some Members of Congress may be ellglble for immediate
/ annuities with a combination of congr5531ona1 service and

previous government service. However, since there are no
reliable public records which identify all. government service for
members of Congress, the attached compilation was prepared using
information from the Congre551ona1 Dlrectory. ' ,

Senators eligible for 1mmed1ate annuity based on
congressional service ,

Democrats = 21
Republicans = 26

Senators not ellglble for immediate annuity based on
congressional serv1ce ,

Democrats = 35
Republicans = 18

. Members who retire on an'immédiate anhuity can retain health
benefits coverage if they were covered by FEHB for the five years
immediately preceding retlrement or from thelr earliest

\ opportunlty .
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SENAEORS ELIGIBLE FOR IMMEDIATE FEDERAL ANNUITY
(Based on Service in the CQngress)

Senator

B'202 606 1344

Robert Byrd (D-WV)#*
' Claiborne Pell (D-RI)
Edward Kennedy (D-MA)
- Daniel Inouye (D-HI)*
Ernest Hollings (D-SC)

Bennett Johnston (D-LA)

John Glenn (D-OH)
Wendell Ford (D=-KY)
Dale Bumpers (D-AR)

Howard Metzenbaum (D-OH)

‘Daniel Moynihan (D-NY)

Paul Sarbanes (D-MD)* -

James Exon (D-NE) -
- Howell Heflin (D-AL)
Carl Levin (D-MI)
David Pryor (D-AR)#*

- George Mitchell (D=ME)
- Frank Lautenberg (-NJ) ..

Dec: .27, 1982

Paul Simon (D-I11) * Jan. 3,.1985.
- .Richard . -Shelby: (D=AL)* Jan. 6, 1987 .
"Danlel Akaka'(D-HI)* - _prrJ‘zei 1993 o

RIS Served An. the House of Representatlves prev1ous to serv1ce

1n the Senate.

OPM CONG REL

: Beginning of Pzesent

Servlce

Jan. .
Jan.

Nov.

- Jan.

Nov.
Nov.
Dec.
Dec.

Jan.
Dec.
Jan.
- Jan.
- Jan.
Jan.

Jan.
Jan.

3, 1959

3, ‘1961
7. 1962

9, 1963
9, 1966

14, 1972

24,:1974
28, 1974

14, 1975
29, 1976
3, 1977
3, 1977
3, 1979
3, 1979

"3, 1979

3, 1979

May 19, 1980

- SQURCE?“fcbﬁérQSSidnal_DiréétdrY<:A.

N
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SENATORE ELIGIBLE FOR IMMEDIAYE FEDERAL ANNUITY
{Based on Bervice in the Congress)

S8enator , Beginning of
' . Present Serwvice

Strom Thurmond (R—SC) _ Nov. 7, 1956

Mark Hatfield (R-OR) Jan. 10, 1967
“ Ted Stevens (R=-2K) Dec. 24, 1968
— Robert Dole (R-KS)#* Jan. 3, 1969
- Bob Packwood (R-OR) - Jan. 3, 1969
. Wiliam Roth, Jr. (R-DE}* Jan. 1, 13971
> Paete Domenici (R-NM) Jan. 3, 1973
Jesse Helms (R~NC) Jan. -3, 1973
John Danforth (R-MO) Dec. 27, 1976
John Chafee (R-RI) Dec. 29, 1976
”'Orrln Hatch (R-UT)=* Jan. 3, 1977
© Richard Lugar (R-IN) Jan. 3, 1977

Malcolm Wallop (R-WY) - Jan. -3, 1977
Dave Durenberger (R-MN) Nov. 8, 1978
Nancy Kassebaum  (R—-KS) Dec. 23, 1978

Thad»COchran'(R—uS)* - Dec. 27, 1978
~—-Alan Simpson (R-WY) . Jan. 1, 1979
‘John Warner (R-VA) Jan. 2, 1979

‘William Cohen . (R-ME)*  Jan. 3, 1979

.. *aAlfonse D'Amato (R-NY) Jan. 3, 1981
charles Grassley (R—IA)* Jan. 3, 1981
"Frank Murkowskl (R=2K) Jan. 3, 1981

- ~—Arlen Specter (R-PA) " Jan. 3, 1881
‘John McCain - ‘(R-AZ) * - Jan. 6, 1987

.- 8lade, Gorton (R-WA) = Jan. 3, 1989
;g B James Jeffords (RPVT)* _Jan. 3, 1989

sk Served‘ln the House of Representatlves prevlous to service

o in the Senate.

fCongre531ona1 erectory

[ .
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SENATORS WHO ARE NOT ELIGIBLE POR AN IMMEDIATE ANNUITY
(BASED ON SERVICE IN THE CONGRESS)

Sam Nunn
Joseph Biden
Patrick Leahy
Donald Riegle ,
Dennis DeConcini
- Jim Sasser
- Max Baucus
"David Boren
Bill Bradley
Christopher Dodd
Jeff Bingaman
John Kerry
Tom Harkin
John Rockefeller
John Breaux . .
Kent Conrad - '
Thomas Daschle
~ Bob Grahan v
Barbara Mikulski ' ‘
" Harry Reid
_ Richard Bryan
- Bob Kerry
. Herb Kohl ,
,~Joseph Lleberman
:,Charles Robb
~ Paul Wellstone
.+ Harris Wofford
"' Dianne’ Felnsteln
-~ Byron Dorgan
Barbara Boxer ,
- Ben Nighthorse Campbell
. .Russell Feingold .
.- ~Harlan Mathews.
;JCarcl Moseley-Braun
Patty Murray
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SENATORE WHO ARE NOT ELIGIBLE FOR AN TMMEDTA¥E ANNUITY
(BASED ON SERVICE IN THE CONGRESS)

Larry Pressler
- Don Nickles
= Phil Gramm .
Mitch McConnell
Christopher Bond
Conrad Burns -
Dan Coats
~Trent Lott
Connie Mack
Robert sSmith
Hank Brown
Larry Craig
— Robert Bennett
Paul Coverdell
Lauch Faircloth
—Judd Gregqg
Dirk Kempthorne
- Kay Bailley Hutchison

doos
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ELIGIBILITY REQUIREMENTS FOR EEKB_ER AHH’UITIES mER CSRS

IMMEDIATE ANNUITIES (Must meet age and sernce requirement at the
date of separatlon) ,

vonunmnnx-szngamxan

| AGE REQUIREMENT  SERVICE R UIREMENT
&2 . s YRARS OF CIVILIAN’SERVICE
§0 . 10 YEARS OF MEMBER SERVICE
55 30 YEARS OF SERVICE

INVOLUNTARY SEPARATION (EXCEP‘I‘ BXPULSION)

50 ' 20 YRARS OF sznv:cz OR 9 CONGRESSES
ANY AGE ' 25 YEARS OF SERVICE

| DISABILITY
'ANY AGE = . S YEARS OF_SHRViCB

DEFERRED ANN‘UITIES (AGE REQUIRDIRNT NOT MET UNTIL AFTER

'SEPARATION) | |
62;,;,_2.‘m_:;,5 YBARS CIVILIAN SERVICE .
E GQ;. R 13 YRARS OF MEMBER SERVICE
,5og5}"71* . 20 YEARS OF SERVICE INCLUDING 10 'OR MORE

YBARS OF MEMBER SERVICB

'HMEMBERS WHO. RETIRE ON AN IMMEDIATB AHNUITY CAN RETATN' HEALTH :
:BENEFITS COVERAGE}IFﬂTHBY WRRB- COVERED- ‘BY{FEHB FOR ‘THE 5 YEARS: -

- IMMEDIATELY PRECEDING: RETIREMBNT OR. FROM THEIR EARLIEST . »
- OPPORTUNITY. = MEMBERS ENTITLED. TO A DEFERRED ANNUITY ONLY DO NOT
RETAIN HEALTH BENEFITS COVERAGE o

Sl
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ELIGIBILITY REQUIREMENTS FOR MEMBER ANNUITIES UNDER FERS

IMMEDIATE AHBUITIES (Must meet age and semce requirement on the
date of separat:z_on) _

VOLUNTARY SEPARATION

AGE_REQUIREMENT SERVICE RERQUIREMENT
62 | 5 YEARS OF CIVILIAN SERVICE
60 ‘ ' 20 YEARS OF SERVICE .
MRA* 30 YEARS OF SERVICE
MRA* 10 YEARS OF SERVICE AND NOT EBLIGIBLE

UNDER ANY OTHER PROVISION (MEMBER MAY
ELRCT TO DEFRR THE COMMENCING DATE OF
THE ANNUITY TO LESSEN OR AVOID THE AGE
REDUCTION FACTOR)

INVOLUNTARY SEPARATION (EXCEPT EXPULSION) -

50 20 YEARS OF SERVICE
'ANY AGE ‘25 YRARS OF SERVICR
DISABILITY
| ANY'AGE . 18 MONTHS OF nzmagn SERVICE

- DEE‘ER.‘RED ANNUITIES {AGE REQUIREMENT NOT MET UNTIL AFTER

'VuxSEPARATION) |
62 5 YEARS OF SERVICE
B 'MRa”QfAﬁV' *f 10 YBARS OP SERVICE

R SR T

."f;f*MINIMUM RETIREMENT AGE - AGB 55 TP BORN BRFORE 1/1/48; BETWEEN
‘,3555 AND 57 IF BORN AFTER 12/31/47

N MEMBERS WHO RETIRE ON AN IMMEDIAIE ANNUTTY CAN RBTAIN HRALTH

. -BENEFITS .COVERAGE: IF. THEY WERE- COVERED' BY FEHB FOR THE 5 YEARS

- IMMEDIATELY® PRECEDING RETIREMENT ‘OR FROM, THRIR RARLIEST ‘

..-OPPORTUNITY. THIS 'INCLUDES MEMBERS. WHO ARE. RLIGIBLE FOR AN

.,  IMMEDIATE ] MRA+10 aNNUITY ;BUT WHO .DEFER THE COMMENCING DATE. .=
3;n¥ummBERs ENTITLED TO A(DBFBRRED ANNUITY ONLY DO NOT RETAIN EEALTE A
wdﬁBENEFITs COVERAGE anlo

{doos
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HHS ASPE/HP . -9-3-—)‘ JENNINGS

202 401 7321

21:38

08/12/94

EFFECTS OF SENATE HEALTH REFORM BILL
LOW-INCOME VOUCHER PROGRAM | :

Newly Employed College Graduate

Tncome: 3 $7 000 (100% of Poverty)
Current Coverage; None; Newly employed in 2 hospital as anurses' assistant
Reform Coverage: Commm;jty-Rated,Pool ‘

Annual Premium Payments: ‘

_ Premium ’ Famih? Pa’_wggnt: o
“"TODAY: $2220 - $2220 . If they purchase insurance
CREFORM:  $2220 . %0 |
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HHS ASPE/HP +++ JENNINGS

©202 401 7321

21:36

08/12/894

EFFECTS OF SENATE HEALTH REFORM BILL
LOW-INCOME VOUCHER PROGRAM |

Working Couple :

Income: - | | $14,900 (150% of Poverty)
~Current Coverage: Norne, husband is an'independent construction worker .
Reform Coverage: - Cmmnimity-Rated P_ool

-Annual Premium Payments:

- Premium FaMl!PRxmeR't: |

o TODAY‘.‘:A ) | : Ev"$<4,‘4‘40. C - $4440  If U\eyburchase insurance ...
REFORM: . $4440 . - $2,2200
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HHS ASPE/HP s+ JENNINGS

8202 401 7321

21:36

08/12/94

- EFFECTS OF SENATE HEALTH REFORM BILL
| CHILDREN S VOUCHER PROGRAM |

Workmg Famlly with Three Chlldren

Income: : $20,000 (135% of Poverty)
Current Coverage: ‘None; the workmg parent is employed by a fast-food chain that does not offer
’ insurance : :
* Reform Coverage: Comnimlity-Rated Pool

Annual Premium Payments:

| Premium | Farﬁily Péw_x_lent:
" TODAY: - . $5.883 . “$5;8"§3  Ifthey purchase insurance
 REFORM: - $583 °  $1150 |
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+++ JENNINGS -

"~ HHS ASPE/HP

401 7321

9
i

2

3T B2

21

08/12/94

EFFECTS OF SENATE HEALTH REFORM BILL
- CHILDREN'S VOUCHER PROGRAM

Workmg Family W1th Three Children

Income: V $35 000 (240% of Poverty)
Current Co&érage: ‘None; both parents work in firms that offer but do not pay for coverage
Reform C’o\?erage: : ; Cdmmuﬁity-Rated Pool

-Annual Premium Payments:

PrerRiRnl } j‘_a‘mi‘lv Payment;
TODAY: - $5,883 | . §5,883 Htliey‘ purchase insurance |
CREFORM:* ~ $5883 . $4630
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HHS ASPE/HP

D202 401 7321

21:37

" 08/12/94

EFFECTS OF SENATE HEALTH REFORM BlLL
J OB TRANSITION PROGRAM

- Mother wuth Two Chxldren

Current Coverage:

Sccuano 1: ‘Mother lost job and insurance due to ﬁnn closing, annuahized income

of $10,000 (80% of poverty) .
Scenario 2: Divoree from husband w1th insurance; annuahzed income of $25 OOO I

| 'Scenano 3 Divorce from husbaud wlth insurance; annuahzed mcome of $30 000

(205% of poverty)
(245% of poverty)
Reform Coverage: Connmun;ty—Rated Pool
Annual Premium Payments;: B |
| Pl‘emiumq ) __Family Payment: o

TODAY: COBRA  $4.415

' SCENARIOL:  $4,329
SCENARIO 2: $4,329
SCENARIO3:  $4,329

- %4415 If they purchase a CO‘BRA pdlicy
$0 |
- 8515

T $1.200°



'OFFICE OF PUBLIC LIAISON

August 12, 1994 ‘ -

Memo to Harold Ickes
. Erskine '‘Bowles
Chris Jennings
Marina Weiss
Mark Iwry

cc: Alexis Herman, Steve Hilton

From: Caren'wilc%&l)

Subjéct: Self-Employed/Independent Contractors Deflnltlon 1n
~ _Mitchell Bill !

I attach a letter to Senator Mitchell from Neil Offen, President
of the Direct Sellers Association. The DSA has 5 million direct
sellers, 10,000 in every Congressional District. He is a friend
and is doing all he can to hold -off triggering a grassroots
campaign against the bill. Direct'Sellers, Realtors and others
have tried to remain neutral in the health care debate, not
joining. the NFIB campalgnvagalnst the bill.

The Realtors also called me and indicated they need to trigger

their millions of members unless they receive very prompt

indications that this is a misdrafting situation.

.I have given their proposed clarifying languagé, which is also
attached, to Chris Jennings and to Mark Iwry for evaluatlon. '

We need a.qulck turn around:on this. There are millions of self-
employed and they have a grassroots system in place. All they
have to do is trigger it. : : B




DIRECT SELLING ASSOCIATION v T
1686 K Street, NW, Swte 1010, Washi DC 2000862508 -
22/ D550 ¢ bax W/ :

© August 11, 1994

The Honorable George Mitpheﬁ
United States Senate
Washmgton, DC 20515-‘7452

Dcar Gcorgc

Up until this point in time, the Direct Selling Association (DSA), our 160 member corporations
and their over five million-plus grass roots independent contractor salespeople and distributors
have been neutral in regard to the various health care measures before Congress. That neutrality
_ is now threatened, inadvertently we believe, by section 1012 of your reform measure, S. 2357
(8/4/94). We ask your immediate help to clarify the situation and efiminate a problem for you, the -
direct selling industry and perhaps ds many as 40 mdustnes wlm.h use mdepeﬂdent contractors
such as ours, , L

As you know, our inember ﬁnns include mch companies as- Avon, Amway, Discdvcry Toya,
Flectrolux, Encylopsedia Brtannica, NuSkin, Shaklee, Tupperwarc and numerous others We
havc over 10,000 salwpeoplc in every Congressmnal District.

Specifically, section 1012 deﬁnes “emntnyees" to include se!f—empioyed mdmduals Such a f
redefinition of these individuals is contrary to the very existence uf our industry and the
livelihoods or .mpplcmemal incomes of our five million-plus salespeople (sce enclosed fact sheet).
The good news is that in the event that an emplover mandate ultimately were to e triggered.
section 10111 would in tum not require “employer” premium payments sf the employer cmployed
25 or fewer employees. Thus, ag their own “employers” and “employces” (generally as one--
person operations), these independenl contractors would not be subject to any additional premium
payment obligations were the employer mandate to be triggered. (Note: our salespenple are
already covered by health insurance through their own policies, through tradmonal em;:loymen:
-they hold, or thmugh their full-time employed spouse. )

The Vad news with which we are concerned, however, is the broader implimtibns of equating self-
employed independent contractors with “employees” Such “employee” status for direct sellers
would be inconsistent with section 3508 of the Internal Revenue Code which treats direct sellers




The Honorable George Mitchell
August 11, 1994

"Page?

as independent contractors by stalute The first question that arises under S. 2357 is, “who are
they decired 10 be emplovees of -- their own businesses or the husinesses of the various persons -
to whom they provide services as independent contractors?” For cxample, under une potential
interpretation, hecause seif-employed individuals are defined as “employees”, anyone who
engages the serviccs of more than 25 mdependent contractors (such as all our member fims)
might be held responsible for the insurance premiums of these self-employed “employees”. Such
a result would be disastrous for the direct selling industry, and we trust, unintended. Certainly, in
all of our discussions with proponents of health reform over the past months, no one has ever
suggested an intent to make direct sellers the “employees” of the companies whose products they
sell. No other health care legisiation considered would have had this effect.

- Second, we are concerned that say statutory provision under the ;.n upoayed new health care system

that effectively cquates independent contractors with employees runs the risk of significant
nisinterpretation and unintended consequences. It could undermine the legitimate 1se of
independent contractors in the marketplace by direct sellers and many other industries. We¢ would
note that S. 2357 in the revenue provisions already reflccts the ongoing discussions about the-
need for an effective classification method for independent contractors, and, in section 7501,
direuts that the Secretary of Treasury make a recommendation to Congress by 1996 providing
stamtory standards for classification. Consequently, section 1012 is inconsistent with ﬂus
provision of your bill.

We believe it vital to immediately clarify the language regarding employer obligations and the -

employmem” status of self-employed individuals. We need to ensure that those who contract -
for the services of independent contractors not be considered “employcrs™of those contractors
and thus subject 1o possiblc cmployer premium obligations. This could be accomplxshed with the
clarifying amendment which is antached (together with an explanatory statement). Of course, we
would be happy to work with you on any possible amendmem or report !anguage :

In addmon to the abcvo there is & rumor tbat, in crdcr to Taise revenues, an attempt will be made

to impose withholding tax obligations on those utilizing independent contractors. Suchan -

unposmon has been and will be vehemently opposed by this industry and numerous others. If an
attempt is made to institute withholding, we will be forced to opposc the entire health care reform
proposal as threat to all of our salespersons’ and curporations' businesses and mobitize

opposition on a grass-roots level. We want to remain neutral on the measures before Congress
Please help us remain 0. Itis m everyone's interest. 8

I, my staff and our independent Contractor Task Foree from a duzén of our Largest comparucs are

at your service to answer your questions and to work with you. We need a quick response to our
cuncerns and hope 1o hear from you shortly
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The Honorable George Mitchell
August 11, 1994
Page 3

- There is no issue more important to direct selling than the independent contractor status of its
salespeople. We have worked diligently with the Congress and the President to ensure that any

health reform package meets the needs of the country without unfairly burdening the frve million

people who sell direct or threatening their independent status. In these clozing days of the debate,

we appreciate your connmled understandmg of our 1ssue and hopc that we can work together to
address this concemn.

Sincerely,

Neil H. Offen
~ President

NTIO:mir I . :
Enclosures

Mr. Matt Gorman

Dr. Andrea King

The. Hon. Les Samuels
Mr. William Sollee
Mr. Mike Wessel

Ms. Caren Wilcox
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PmposedAmdmemtoS 23$7R:egardmg e
ent of Self-Empl Indivi “Empl
Amendpmsraph (2) (€) i) of section 1012 (Definitions -
Relating to Employment and Income) of S 2357 toread as follows:
“(e) EMPLOYEES - | '
i) TREATMENT OF SELF-EMPLOYED. ~ S

“MIN QENERAL --The term ‘employee” includes a self-employed

individua! who chall be considered to be an emplover of himself or
EXCL 0 OIHE L
M__Wmﬁ_mplw
mnmmmmmmmw

wnhmmmm.nmmp_ﬂ}_@n_

- [New language undersaiéed]' _




DIRECT SELLING ASSOCIATION
- 1666 K Soresl. NW_Suite 1010, Washington, OC 200062008 -
AR/ 29385760 « Fax AN/ 34566

Explanation of Proposed Amdment o S 2337 Regardmg
T t of Sel-Emplo 'ed “Em "

The proposed amendment makes two changes to section 1012 (2) (c) (i) of S. 2357. Under section

1012 (2) {(¢) (1) as introduced, for purposes of the Act, “The term cmployec ncludkss & self-
empiovcd individual ™ ‘

© The first cha.ngc under the proposed amendment would clanfy that a self-employed mdmdual
" would be considered to be an employee of his or her own trade or business (ratber than heing
-deemed an employze of some other trade or business such as that of a person for whom the self
cmployed individual performs services as an independent contractor. This proposed clarificatin
reflects what is understood to be the original intent of the provision.

«mswmpwmpmwmmmwmm&spwmkm
selfcmploved individuals as employees a self<employed individual who has no other employees. It
is understood that the purpose of section 1012 (2 (c) (i) as introduced it tn addrese the situation -
where a self-employed person operates a business that has other employees and that the provision
s intended to operats in 8 manner similar 10 LR.C. § 401 (¢) in the pension area which treas the
self-employed owner-proprictar as an cmpluyws for purposes of eligibility under the employee
bcncﬁtplmaxzdmmsmmmwmqummdmpmblemwﬁmm

Since these putposa at which section 1012 (2) (¢) () is understood to be directed in treating a sclf- ‘
cmployed individual as an employee wonld be inapplicable in the situation where the sclf-cuupluyed

individual has no nther employees, the proposed amcadment exclalzs such self-employed
- individual from the “employec” characterization provision in S. 2337.




1994 DIRECT SELLING INDUSTRY-WTDE GROWTE & QUTLOOK
SURVEY o

Total 1993 U.S. Retail Sales ,. | ©© $1498Bilion

Pment of Salet by Major ?roduct Groups
Persanal care products (ceametics, jewelry, skin care, vxmn&w: )

Home/fammly carc products (cleaning products, cookware. cutlery, etc.) - 3852%
Lcisare/cducational products (books, encyclopedias, wvsfm elc) C 6%
Smmwceimyomer 1.5%
Locus of Sales
(reparted as a percent of sales dollars)
In the home 69.7%
Tn s workplace 19.7%
Over the phone : . 19%
At & public event* B o ; R3%
Other locations 4%
‘Ssd!maﬁir exhibltion, .:hoppmgmll theue park, de\v oo
Sales Approuh | | ’ ’>
(mgmodnmdm;mmiu Wuupavmdmdnnm) :
- Individuab/onc-to-onc selling 40% .
" Party plan/group sales 243%
Cumerphcinxorderd:mcﬁvw:dxﬁm } 1.7%
. frow 1993 US. Sa!apeople 5.7 Million
Demograpkics of Salapeopk
[ndependcat oonmaomEmploves - 99.0%/1.0%
Femabc/Male o 81.7%/18 1%
Part-time/Fuli-time (30+ hours per week) TIHR.2%
. rorAuREALsmEs fm&wwsmm
NP Mmoo lige OC WEumoipcss . one
2 sh
s A
’ 3
.
2
: -
gs : o i
€D 1B 1&1 Wi 1 ° 1520 1639 1999 10 W

57.1%

For iormauon G szDo&ny at Tonya Iohnson, mrzsa-sm FAX 202/463-4569.
DIRECT SELLING ASSOCIATION 1666 K Street, NW, Suite 1010, Washington Dc-200062808 20272935760 Fax: 202/463-4569
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gUBgOSE Attnchcd isa pmposal 1o ensure that the goal of umversa] coverage is met
in the event that Congress fails to act on Commission recommendations undér the
process set forth in the Senate Finance Committee bill. - The proposal would require the
- states to achxcve umversal coverage and would give thcm ﬂcxrbzhty and’ resources to do
s0. . ‘ \

* CONTEXT: The Finance Comimittee bill sets up a national commission that. would
report to Cangress every two years on the status of the unmsurcd and suggest ways 10
expand coverage. ,

. If less than 95% of the us. popu]atlon is msured in 2002 the Commlssxon would send
recommendations to-Congress on how those psris of the country that have not achicved

 95% coverage could do so. -‘These recommiendations would be considered by Congress
under fast-track procedures that would allow for relevant amendments but which would
ultmately require that Congress take a vote. The' foIlomng proposal would apply only if,
at the end of fast-track proccdures Congress failed t0 pass legxslanon to rcach umvcrsal
coverage , .

SUM MA&! OF PEOPGSAL “This proposa! would set up a dcfault prowss n the event -
- that Congress fails to approve legislation (based on Commissian recommendations) in the
- year-2002. States with less than 95% coverage would be requu-ed to submit a plan to the -
" Department of Health and Human Semces that would dcmonstratc progrcss toward ‘
' umversa! coverage ‘

The proposal was written w1th thc fcllowmg gmdmg pnnc:ples in mmd (1) states should
~ 'be given a reasonable amount of flexibility and resources so that they can act to expand
- coverage within their borders, (2) states should not be prcsented with an unfunded -
~ federal mandate, (3) the federal- -government should not promise the statcs more .
- resources than can realistically be. provxdcd and (4) any new comxmtmcm of fedcral
'resourccs must be fully ﬁnanced : : :

The proposal would estabhsh

[ 1995 “TO 2602: mcennves and ﬁembxhty for states to encourage and enable states .
“to act aggrewvely to reach’ 95% coverage :

o ‘BEGINNING IN 2002: addmonal authomles that states can use to reach 95%
- coverage (should Congress fail to enact Ieglslauon based on Cormmssxon
; ';rccommendanons) -and- - -

|  0 o CONSEQUENCES OF STATE INACTION AFISER 2002 Iimlted federal
‘ " interventions in'states that fail to. make substantal progress within'a reasonable
.pcnod of time after the year 2002 (1£ Congress has faﬂed to act) '
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}"\.dd new section II (E) to Senate Finance ,Commi'ttce"ﬁn_ark:
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i

E. DEFAULT STRATEGY FOR ASSURING UNIVERSAL COVERAGE

“In the event that Congress fails to act ou the recommendations of the Commission as
‘described in section II (D), any state- in which fewer than 95% of residents are insured
‘must.submit a plan of action to the Secretary of Health and Human Services for
achieving 95% coverage by a date certain. I-’lcxibmty will be perm1tted for states that
‘have extremely hxgh rates of umnsurcd g

Such plans shall address all relcvant parties, including Statc and Iocal govcmments
employers, employees, uncmploycd and !ow income mdmduals, beneﬁcmnes of public -
programs etc. : :

' '1995 TO 2002: The following prov1s1ons are df:sxgned to. gwe states the resources and
ﬂc)nbxhty thcy need m ordcr to reach the goal of umversal covemgc before: the year 2002

i

i

BUUURU o SN

‘Allow lnmted ﬂe:dbihty under ERISA. under a waxver process, statcs wxll be ngen

limited authority 10 impose requirements on ERISA plans if they can demonstradte
that these rcquxrements would significantly increase coverage. Specxﬁcally, states
“¢onld apply for permission to subject BRISA plans 10 broad-based. premmm taxes
‘(up toa capped amount of 1% or 2%) that are used to expand coverage

Provide fundmg for state outrcach efforts 10 Iow-mcome and other: populatmns at’

risk of rémaining uninsured, (Funds are: mtended for administrative and technical-

o jsuppart)

- Allow states to impose additional "risk adjustments” among health plans based on
factors other than health status (such as geography) that are designed to -. ‘
- encourage health plans to cover populanons that are, at risk of xcmammg,

" uninsured. -

: Provxdc fundmg and addmona} ﬂcnbﬂny to states to encouragc the development

';of provxder networks in- rural and urban underserved axeas (Funds are mtcnded

for admmistrauvc and techmcal support)

‘«Prov:de fundmg for state planmng and rcportmg rcqultcmcnts

1
ot .
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: BEGINNING IN 2002: Thosc states that are rcquxred ta subrmt action plans to the

. Secretary of Health and Human Services for approval that may include application for
the following addmonal authorities:

o _Adjustments to law-mcmne subsidy structure. Thxs could be done: (1) in a
- revenue neutral way that allows states to create different ehgxblhty rules for low-
g income subsidies, or:(2):in a manner that allows states to receive as a block grant
-~ . additional, untapped subsidies for eligible state residents who remain uninsured.

; (It may be necessary to cast option #2 ds a capped amount for the states to
E address concemns.about potential costs. A rough estimate of the cost of allowing
states to tap every potential dollar of subsxdles would probably be in the range of
$100-$200 billian in additional costs over five years.) -

o . Additional ﬂcxlbﬁxty rcgardmg state rcgu]anon ef E‘RTSA plans under an
HHS/DOL waiver process. Options for states include: (1) allowing state-level -
employer mandates, (2) permitting states to impose all-payer rate systems that

o include ERISA plans, or (3) casmg restrictions-on states’ ability to establish single- -

. payer systems. ‘(Some provisions to address the concerns of large, multi-state
employers must be considercd.) . :

o A‘Adjust threshold for self-msunn{, r and pamczpauon in commumty-ratcd pools

o ,-Structure of purchasmg c00pcratxvcs states would be given ﬂembxlity ta
reéstructure purchasing cooperatives (for examplc, ‘establish coops as state-based
. -and/or mandatory enntxes) and limit or increase thc number of coops in an. area.

CONSEQUENCES OF STATE H*IACTION AFTER 2002 The commzssmn would .
continue to report biennially on the status of hcalth insurance. coverage. Faﬂure of states
to. plan for or demonstrate substantial and reasonable progress toward 95% coverage (or
to maintain that Jevel of coverage) would result in one. or more of the followmg limited
sanc’aons under rules established by HHS ‘L
é; : Loss of fcderal payments for costs of outrcach programs to pOpuldnons at nsk of
. *rcmammg unmsured Outrcach fnnctxons would then be assumed by HHS
| .
o boss of state. ﬂexibl ty to establish special nsk adjustmcnts among health plans
-des:gned to encourage caverage of populations that remain unmsurcd 'I‘h:s
*funct:on would then be assumed by HHS. - o

0 Loss of funds and state ﬂe:u‘blhty to estabhsh specxal prcmsmns for the
! - development of provider networks in rural and urban underservcd areas.. Thls
" function would thcn be assumcd by HHS -

0 . ;Possxb]e assumptlon of addmonal authormes by HHS



