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THE PRESIDENT: Good afternoon, ladies and gentlemen. Before we
start, I would Just like to say a few words of appreciation.and respect

about Helen Thomas, who has decided today to leave UPI after 57 years.

Presidents come and go, but Helen's been here for 40 years‘no@,
covering eight PreSidents, and doubtless showing the ropes to countless
young reporters -- and, I might add, more than a few préss secretaries. I

_ hope this change will bring new rewards and new fulfillment to her:

thatever she decides. to do, I ‘know I'll feel a little better about my

country if T know she’'ll still be Spendlng some time around here at the
Whlte House. After all, without her saying, "Thank you, Mr. President,” at
least some of us mlght never have ended our news conferences

, When I gave my State of the Unlon addregs this year, I sald that in
good' conscience we could not:-let another year pass without flndlng a. 'way to
offer voluntary prescrlptlon drug coverage to every older American. I’
think we're beginning. to make progress toward that goal, and today I want

“to support one step in the right direction: a congressional proposal,’

scheduled for a vote this week in the House, to extend prescrlptlon drug

coverage to all retlred mllltary personnel over 65.

Keeping faith with men and women in»America who have served in our

" armed forces is a sacred obligation for all of us. That's -why we have
raised military pay over eight peréent over the last two years; why we're.

working to provide our trocps with better housing, and taking steps to.
improve access to medical care for all military personnel, families -and
retirees. We asked them to risk their lives for freedom, and in return we =

.pledged our supoort

Part of that promlse is a medical network that helps tO prov1de

" prescription drugs-at reasonable costs, Some senior retireés are able now
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to take advantage of that network. .But they're out of reach fqr as many as
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three of four of them.

This propesal would make sure that we meet our promise:to more than 1-
million older military retirees across the nation, providing every single
one of them with a prescription drug benefit, sharing with them the price
discounts that the military negotiates with drug companies., At a time of |
unprecedented prosperity, there is no reason for military' retlrees to go
without these prescription drugs that they need to live longer and
healthier lives. We need to show them that they count, and they can count
on- us. S : . . .

This initiative is another step for finding a way to offer every older
. American voluntary prescription drug coverage, and affordable prescription
drugs. That ought to be our next goal, because today more than threé in
five American seniors lack such coverage. Too many spend huge percentages
of their income on prescription drugs. Too many have to .choose every month
between filling those prescriptions and filling grocery carts. Too many ’
“are simply not getting the medicine they need.

If we were creatlng Medicare today, as I have said over. and over and-
over again, we certainly would include 'a prescription drug benefit to give
older Americans and people with disabilities access to the most
cost-effective health care.  Prescription drugs help to keep seniors, moblle
and healthy. They help to prevent expensive hospital stays' and surgical
procedures. They promote the dignity that every retired person is entitled
to ~- the quality of life all of us want for our own parents. We should
ract this year to make sure all seniors have access to such coverage.

o In my budget, I proposed a comprehensive plan to provide a Medicare
penefit that is optiocnal, affordable and available to all, based on price
competition, not price controls; a plan to boost seniors' bargaining power
to get the best prices possible, just as this military plan would; a plan
that 1is part of an overall effort to strengthen and modernize Medicare so
that we won't have to ask ocur children to shoulder the burden of the baby
boomers’ retirement. :

I'm glad there is growing bipartisan support for providing this
coverage to all beneficiaries. Both sides say they want to get it done.

- Unfortunately, I still believe that the proposals put forward by the
congressional majorlty will not achieve the goal. They'd provide no
assistance to middle-incomé seniors, nearly half of all those who now lack
coverage. They'd subsidize private insurance plans that the industry

~. itself says it will not offer. This will»ﬁpt get the job-done.

But the bipartisan spirit of this proposal for military retirees shows
us the way forward fer all retirees. In reaching out to extend coverage to
older military retirees, Congress has recognized that high prescription
drug costs are a burden for every senior, and that we owe every mllltary
retiree a dlgnlfled and healthy retirement.

Both partles now have agreed that prescrlptlon drug coverage should be:
available, and affordable, to older Americans.  We can, surely, come to an
agreement on the detaills of how to do this. We all want our seniors, all
of them, to live longer, healthier lives. And I'm very glad that here, as
so often before, our armed forces are leading the way. :

. Thank you very'much.

Q Mr. President, on --

- Q Mr. President, you =

THE PRESIDENT: T'l1 take them both.  Go ahead.

Q Mr. President, you seem to be having a prescription drug event

v
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. each week, now.' IS it safe for ﬁs to assume that this is the one piece of
what would be historical legislation =~ historic legislation -- that you
would like to sign on behalf of your legacy? :

THE PRESIDENT: 'No. It's safe for you to assume that' I think there's

_a fair chance we could pass this, and I think it's the right thing to do

for America. The Congress will have a chance to cast any number of
profoundly important votes, including the vote on China and the trade
relations. And I hope they'll do the right thing on each and every one.

But you know, my philosophy has always been the same in election years

" as in off-years. I think that we owe it to the American people to govern,

to do as much together as we can in good conscience, secure in the
knowledge that no matter how much we get done there will still be
significant areas of disagreement between the two parties -- beginning with

" our presidential candidates and extending to the Senate and the House

candidates -- on which we can have a marvelous election and a rousing
debate. '

So, do I want to get this done? Absclutely, I do. But I want to do
it because we have the money to do it now, and we know how to do it, and

- because the people need it.

lGo ahead. ‘ V .

Q- Sir, on the economy, are you c¢oncerned that if the Fed Chairman's

‘" efforts to slow this economy down have the desired effect, it might

negatively impact the Vice President's campaign going into the November
election, and really give the Republican challenger some ammunition to go
after Mr. Gore with? )

THE PRESIDENT: No, because what we've done is to minimize inflation,
by paying down the debt and keeping our markets open. And I think that if
anything, the Chairman of the Fed has made it clear that if you had a huge
tax cut, it would cduse even higher interest rate increases. So I think -~
you know, the Fed will do its job, and we will do ours. And I'm going to

- let them make whatever decision that Chairman Greenspan and the others

think is warranted.

But I think it should remind us all of the Wisdom of continuing to pay

. down the debt,- because the more we pay down the debt, the more we'll keep

3 0f9

interest rates as low as they can, the more we'll keep inflation down.
It's also a good argument for passing the normal trade relations with China
and continuing to expand our trade.

Q Mr. President --

Q Mr. President -- excuse me -- poll after poll continues to show
that Governor Bush is ahead of Vice President Gore. Do you think his
campaign strategy, the Vice President's, is working?

THE PRESIDENT: 1 don't want to comment on the campaign. It's a long
time before it's -over, and I think that in these elections the fundamentals
tend to take over, and the American people tend to take the measure of both -
the candidates, especially in the course of the debates. And you know, I

~trust them to make the decision.” I don't have anything to comment about
“that. :

Q Sir, are you a registered voter in New York, sir?
Q . Mr. Président, on --
THE PRESIDENT: Go ahead, I'm sorry.

0 Mr. President, on the Chinese vote, how are you doing? And could
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you elaborate on your statements - of the other day that China could still
get  WTO membershlp, and the U.S. would be hurt, if the Congress doesn't

~ .pass. it?

THE PRESIDENT: Sure. China could get into the WTO, and will get into
the WTO, but the United States would not be able to claim the benefits of

" the agreement we negotiated. So all those big cuts in agricultural

tariffs, all that right to sell automobiles in China without putting plants
up there or transferring technology, all the access to what will clearly be
the biggest telecommunications market in the world -- all those benefits we
negotiated will go to the Europeans, the Japanese, and others who will be
in a position to take advantage of them.

So that, it seems to me, is clear. You can't -- if they go in, they
have to be accepted on membership terms that apply to everyone else -- and
that's fair, because we expect them to follow the rules that apply to

‘everyone else. And therefore, any nation that withholds those membership

terms doesn't get the benefit of the agreement that was negotiated. And it

‘would be quite significant.

Q How hard are you finding this China trade fight? And when you

meet one on one with Democrats, are they saying they're just facing

terrific pressure from the labor unions? Are you losing some of those
one~-on-ones? And what's your prediction for the outcome? '

THE PRESIDENT: .I'm losing some and getting some. My view is that in
the end it will pass} not only because the economic benefits are clear and
overwhelming, but in a larger sense because the national securlty interests
are so clear.

Let me just say again, I think it's quite interesting that, for all
the differences the Taiwanese and the Chinese have had, and the tensions
between them, everyone, beginning with the President-elect of Taiwan, wants
us to approve China going into the WTO. Why is that? - They think it's good
for them economically, but in a larger sense, they think it will reduce

“ tensions along the Taiwan Straits, ahd maximize the chance that the Chinese

40f9

and the people of Taiwan will have a chance to work out their differences
in a peaceful way, which is consistent with over 20 years of American
policy. I think it's interesting that Martin Lee came all the way over
here from Hong Kong -- a man who cannot even legally go to China, who has
never met the Premier of China -- to say to us we had to support this,
because China had to ke brought intc a system that extols the rule of law.
And that was the beginning of liberty.

I think it's interesting that Chinese dissidents in_China -- people
who have been subject to abuses we would never tolerate in our country,
whose phones have been tapped, who can't sponsor public events -- still

implore us to support this, because they know it is the beginning of the
rule of law and change in China, and ironic that the people in China who do
not want us to vote for this are those that hope they will have a standoff
with us and continuing control at home -- the more reactionary: elements in
the military and in the state-owned industries.

So I think the national securlty arguments are so overwhelmlng, that
notwithstanding the pressures, and especially given the economic.realities
of this agreement, in the end that Congress w1ll do the right thing. I.
believe they will.

Q- Mr. President, Charlie Rangel came cut today and said he's going'
o go ahead and support normalizing trade relations with China. Can you
tell us how you feel about that, 'and how it may affect other Democrats?

] THE PRESIDENT: Well, I think it's an enormously important decision by
Mr. Rangel. If we're successful in the elections in November in the House,
then he would become the Chairman of the Ways and Means Committee. I think
his decision will affect other members on the Committee. And I think if
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we're fortunate enough to get a majority of Democrats on the Committee to

vote for this, because of Charles Rangel's leadership and because some of
_the others are already come out, that surely will have an effect on our
-caucu$, because they are in the best position to understand the economic

issues dinvolved here And I think it's an 1mmensely important thing.

'And I think if this passes, combined with the bill for Africa and
Caribbean Basin trade, which was passed with overwhelming majorities last
week, this Congress will build quite a legacy for itself in this area, and
one that would be well-deserved for members of both parties, that vote for

it.

o] Mr. President, can you tell us how you came to the decision to go'
up to New York tonight, and any thoughts you have on seeing’ the First Lady
nomlnated°

THE PRESIDENT: I just decided I ought to be there. I mean, it's a
big deal for her, a big night for her, and I want to be there with her. I
just want to be there to support her. 'And I also --.a secondary but
important consideration for me is it's Senator Moynihan's -- kind of his :
farewell address to the people in New York who have elevated him to the
Senate and given him the chance to serve our country in a remarkable way.
I'd like to hear what he has to say as well

But mostly, 1 just wanted to b@ with Hillary tonight. "It's a big
night for her, and I just started working on my schedule today.to see if I
could go. ‘

Q Are you yet registered to vote in New York, Mr. President?
THE PRESIDENT: Excuse me?
Q Are you yet registered to vote in New York?

THE PRESIDENT: No. But I intend to register so I can vote for her in
November. '

You know, this was a -- Mark, this was kind of a difficult issue. I
just voted in the last schocl election in Little Rock a few days ago. And
for me, it's hard, you know, on a personal basis. But this is a commitment
that we made together. And it's something that she wanted to do, and a lot
of people in New York wanted her to deo, and I want to support her in every
way I can. And I certainly intend to vote for her. And since I'm a
tax-paying resident of New York now, I'm entitled to vote, and I intend to .
take advantage of it.

Q . Mr. President, on guns, I know you didn't want to talk about the
campaign in general terms, but there are a lot of polls that shows Bush is
doing as well or even better than Mr. Gore on the issue of dguns. How can
that be? What's your take on that?

THE PRESIDENT: The people don't know what their respective positions
are. You know, one of the things I said here on Sunday morning, before the

Million Mom March, is that I think we'd lose —- particularly in how people
vote on this issue -- if it gets muddled in rhetoric; and we win, if people
know what the specifics are. And this just -- and that's often true about

issues in America.

If you say that you want more gun control or not, or you want the
government to control guns more, we'd probably win that, but it would be
close. If you say, do you believe we should close the gun show loophole,
and ban large~capacity ammunition cllps from being imported, and reguire
child trigger locks; or should we have people who buy handguns get a photo
ID license showing they passed the Brady background check and a safety

- course —- then I think we'd win.
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‘End I think that it's really interesting -- it's vefy instructive to

“compare‘this with automobiles. The NRA always talks about the right to

keep.and bear arms. Well, the Supreme Court says there's a constitutional
right to travel, enshrined in and guaranteed by the Constitution. And when

we have speed limits, seat belt laws, child safety restraint laws, and

drivers have to get licenses, nobody talks about car control in ominous

terms. You don't hear all the -- there's a big threat of car control out
there. :

Now, if I ¢ome get your car, pafk it in my backyard, that's car
control. "Otherwise, it's Highway safety.  And I have not proposed to
confiscate the gun or take away the gun or the right to hunt or sport shoot

- or-even to have a gun in self-defense for any law-abiding American. I have

" not made any proposals. NELther’to the best, of my knowledge has anyone

else ‘in Congress. So what we're talking about is gun safety leglslatlon to.
keep guns away from criminals and other people who shouldn't have them, and

’ouf of the hands of kids.

So my view is that as-this debate unfolds, and we have a chance to

debate the specifics -- and I hope we'll do it in a c1v1llzed fashion. ' I
~really enjoyed. -- I did one of the morning programs last week. And there

were people on both sides of the issues there. And'we actually had a
chance to talk specifics. And some 6f them made a .couple suggestlons that
I agreed with. And I think.that surprised them ‘ :

I think we need to get down to the SpelelCS here, and.get away from

the labeling, and I think it will turn out just fine. The Bmerican people

will'make the rlght decision on this if we give them a chance to.

Qg Sir, Senator Moynlhan, who you mentioned, Senator. Bob Kerrey,

.-many of the Democrats from the DLC wing of the party like yourself have

.fv‘ﬂ“N

G’ S.\Axé"‘ '

Yg,@é‘

suggested changes to Social Security not unlike those outlined by Governor
Bush. Yet the Vice President says the Governor would "destroy" the
program.” Would Democrats llke those recommend changes that would destroy .

“Social Security?

THE PRESIDENT: Well, I'm not sure they are the game. And you know,‘l
saw a headline in the paper today that saild that the governor's campaign
had released more details on Social Securlty and Medicare, and I need the
chance to study them befcre I do - - :

i do 'think -- I will say again, to get something done on this in the
longer term, you need a bipartisan solution. And 1t 5 going Lo HAVE LD »
come out of the Conqress And I -had hoped we could get T donE Lu;s-year.

4AQ‘V‘ © But let me just cautlon you "You have to see all this ' stuff together
"I'1l say -- you know, one thing people all over America ask 'me is, what did

you do different on the economy that changed Zmerica? And I always say,

" only half-jokingly, we brought arithmetic back to Washlngton

So what you need to do on thls is, for purposes of analysis, is take
the prOJected revenues over the next decade, when they get -- you know, and

they'll be written up some when the so-called mid-session review comes out,

- because we've had more GTOWTH This year than was anticiparted == Subtract

the51z6 OF both candidates' proposed tax Cuts, Take The Social Security

 program and see-whal the so-called Transition costs are, and then the other

differences in spending in defense and education vouchers, and what's
1ﬁfTEtr6ﬁ“§6Tﬁg‘fU“5%, see what you've got left and whether vou can_ggz;ggr
ty—znd THET What do you think the, chances are that we won' t have this much

- rebust revenue growth over the last ten years, and don't you have to have

60f9

some sort of guard against that, and then evaluate where 1t “dis.

We need to -- I think it's g01ng to be a good thing that we'll have a
Social Security debate. But keep in mind, the people whoiwant these
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. prlvate accounts, they argue two things. One is, we ought to have a higher

rate of return on Social Security, because it's going to go broke in 2034.
Two is, we ought to give more Americans a chance to share 1n the wealth of
the country with prlvate sav1ngs ;

. Now, what I argued back is' that if you take the 1nterest savings that

we get from paying down the debt because of the Social Security tax -- just’

that that comes from the Social Security tax; so arguably that's a savings

that you're entitled to as a payer of the Social Security tax -- if you put

that into the Trust Fund, you get it up to 2054, for probably no more cost
thah,the»transition costs would be -- that is, if you let the people start
taking money out of the Trust Fund,. obviocusly, and you guarantee the rights
of the retlrees that are here, you've got to put something back in from
somewhere. : '

1
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"Then what I suggested,~that did not find favor with the Congress,'was > Cep<

.that Wwe have some means of letting the Trust Fund as a whole benefit frgmf'
- tHe marRetrs, up to about 15 percent of the Trust Fund. That would increase
‘the rate 0f return: And then remember, the.year before last I proposed a

very ambitious program -- and I proposed a more modified, income-limited
program this year -- that would have the government  support private savings
and wealth creation outside the Social Security system by individual
citizens. I still think that's the safer way to go, and we could easily
get the Social Security Trust Fund out beyond the life of the baby boom |
generatlon just by doing that.

So we've got a chance now to have a big debate. I haven't seen the .
Medicare proposals, but I think that we've got to be particularly careful
with that. We've added 24 or 25 years to the life of the Medicare Trust
Fund since I've been here, and we need to put some more tlme on that, and
do the drug issue. And there are some -- I' ve proposed some structural

"reforms, but we need to be careful with that.

" But just -- let me just say, there are four or five different
variations that I‘ve seen, of people who have proposed various'kinds of
private accounts:y  So I think it's important -- again, you've got to get

behind the labels to the facts and see how everybody's proposal works.. . And

that would be my'advice 6n that.  I_think the we're ~- the safer way is

to take it the way we've done, and it would achieve the other two
objectives -~ that is, you could dget a higher rate of returnh on the_Soc1al
Security Trust. Fund, and you could open savings and wealth-creation
opportunities for individual Americans, without actually privatizing the

'fund 1tself, and running some of the risks that are inherent in that.

But that's a- debate the American people Wlll get a chance to resolve,
if they get together and discuss it, and if they flesh out their 1deas I
think it's an important debate to have.

‘ 0 Mr. President, what was your reaction to the first McCain tobacco
regulation bill, that gives the FDA direct authority to regplate‘tobacco

‘products?

THE PRESIDENT: Well, you know, I think they should have that .
authority. ) “ S

0 In your discussions with House:Speaker Hastert last wéek on

epatients bill of rights, what assurances were you given that he's willing
to support some form of coverage for everyone'> .

THE PRESIDENT He 'said that that was his position And I must say,

.80 far he's been as good as his word on everything he said.;

fNow, we do have some differences there. You know, he admitted that we

still don't have the liability issues..worked out, and we've got some other'

issues to resolve! But I think he wants legislation to pass, in this area

Ojiodes”
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and in the New Markets area, which is terribly important. Again[ that's

something that could change the face of America. It could give us a chance

to bring free enterprise to poor areas in a way that we ve never tried to
do before as a nation, and to go beyond, even, what we've done with the

' empowerment zones, which has been gquite successful.

So we were just talking and that's what he said. And I've found that
when he says something, he normally means it -- or he always means it, when
he's talked to me.

e Sir, on prescription drugs, isn't thlS similar to a measure that
you told the Secretary of Defense and the Chairman of the Joint Chiefs that
you couldn't afford to put into an already bulging FY 2001 defense budget?

MAnd how is it that that measure can be afforded now by members of Congress°'

THE PRESIDENT: Well, for one_thing,~when they -- no. ‘What happened

ls, after I had already presented the budget they asked me about it. And I

pointed out that under our program all the military retirees would be
covered by a system very similar to this legislation. But I'm certairly -
not opposed to the military retirees being covered.

. I think that the real question is how can the Congress, in good
conscilence, provide this coverage in the same way -- actually, the
mechanism works just like what I want to do to cover all seniors. How can
they do this and say they're not going to do it for people in the same
situation in the rest of the country, the other senior population, when we
can do it and do it with the same sort of mechanism that they provide here?

So I'm fine for them to ds this, and if they do it in this wéy, and

then they pass the other, then the cost of the other program will be

diminished if <- for the military retirees who stay in this program. 1In
other words, they're not going to be in both programs buying the same drugs

" twice.

So what I said was, I didn;t -- I had already presented the budget and
that all military retirees would be covered in my program, along with all
other seniors. But now that Congress 1s doing this, I think that this

ought to .be ev;dence that they understand, A, that people over 65 need this -
.coverage and, B, that this is a good kind of mechanism to guarantee that

they get the medicine at affordable prices.
Thank you.

‘Q - Mr. President, are you worried about Colombia ald7 Mr.

President? The aid to Colombia?

: THE PRESIDENT: Well, it's funny, I talked to General McCaffrey about
it this morning, actually. At this time I'm not worried about it, but I
think it's important, given the continuing difficulties and challenges the
government in Colombia is facing, that it pass as soon as possible. We

" need to send a signal to those people down there who are fighting for

democracy, fighting for freedom, fighting for the rule of law, fighting
against the narco- trafflckers, fighting against terrorism, that we're on

thelir side.

And we also need to signal to them that there is an alternative

economlc way that the people can make a living who've been caught up in the,

drug trade kind of at the grass-roots farmer level. And this bill does

‘that, so that I think in the end, Congress will pass this bill. But I hope

it can be put on some bill I'll get as quick as possible so0.we can -send the
right signal in a very timely fashion. I just don't want it dragged out
another three or four months. I think it would be a really bad mistake in
terms of our national security interests, not just in Colombia, but
throughout the Andean region. People are looking at us to see if we're
really going to make a serious commitment. :
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It also will help Colombia tb get thé other support it needs from the .

international *institutions, from other countries, to make a stand there,
and in the prodess, hopefully, to see victory there for a democratic
government and the rule of law, a reduction in drug production and exports,
and a stabilization of the democracies that surround Colpmb}a in the Andean

region. '
Thank you veiy much.

END 2:35 P.M. EDT
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$500,596

. $268,527

Cencaom200d  18:58  FROM - HCFA OACT TO oP  P.@2
GRAHAMO1 Model run 03/22/2000 03/22/2000 13:26
250 DEDUCT, 50 PCT COINS TO 1000 OOP, 25 PCT COINS TO 3000
OOP — (Start date 1/1/2003.) — PBM administration = $3,000 OOP
protection starting in 2003 with 50% coinsurance— Low Income
Premium Subsidy Option — 0% new SLMB's — 0% new QI's ~— 5%
new QMB’s — 100% Induction — MSP — Institutionalized expenses
CPIU Update index inctoded , ' ' '
50% Premium Rate (total)
1.02 Effect of Income Related Premium
i ‘ Monthly - . Net . Low
Fiscal—— Medicare Cash Outlays. Premium Modicare  Medicare  Federal lucome Net Budget
Year Total Cost FFS Cost M+C Cost Ratc Premiums Impact Medicaid Subsidy Impact
. ($ millions) :
2001 $0 $0 $0 $0.00 $0 $0 $0 $0 $0
2002 $0 $0 $0 $0.00 $0 - %0 $0 $0 $0
2003 - $25848  $21,501  $4,347  $4935  $17,340 $8,508 $1,026  $200  $9,734
2004 $47,566  $39309  $8,257  $54.44  $25208 $22,358 $1,209  $250  $23,857
2005  $53,043  $43,459  $9,584 . $60.15  $28,197 $24,846 $1,282 $325  §26,452
2006  $59,304 $48219 $11,086  $66.21  $31,492 $27.812°  §$1,353 $363  $29,529
2007  $66,244  $53,508- $12,736  $72.57  $35,097 $31,147 $1,428  $406  $32,981
2008  $73909 859,355 $14,554  $79.26  $39,112  $34,797 $1,491 $455  $36,741
2009  $82,490  $65856 $16.633  $86.58 $43580 - $38909  $1,554  $506  $40,96%
2010  $92,151  $73,106 $19,085  $94.60  $48,500 $43,691 . $1,622 $565  $45,878
2001-2004  $73,414-  $60,810  $12,604 $42,548 $30,865 $2,235 $491  $33,591
2005-2009 $334,991 $270,398  $64,593 $177,479  $157,512 $7,108  $2,053 - $166,672
. 2001-2009 $408,404 $331,207 °$77,197 $220,027  $188,377 $9,342  $2,543 ° $200,263
. 2001-2005 $126,457 $104,269 - -$22,188 $70,745 . $55,711 $3,516  $816  $60,043
‘2006-2010  $374,139 - $300,044 - $74,094 '$197,782  $176,357 $7.448  $2,292 $186,098
2001-2010 $404,514 $96,282 $232,069  $10,965 $3,108 $246,141
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Model run 03/22/2000

03/22/2000 13:26 -

250 DEDUCT, 50 PCT COINS TO 1000 GOP, 25 PCT COINS TO 3000 OOP — (Start date 1/1/2003.) — PBM administration
— $3,000 00OP protection starting in 2003 with 50% coinsurance— Low Income Premium Subsidy Option — 0% new SLMB’s
— 0% new QI's — 5% new QMB’s — 100% Induction — MSP — Inshtuno;lghzzd expenses included .

Beneﬁt struéture

Breakpoints (set 2)

Breakpoimts (set 4)

Breakpamts {set 1) Breakpoints (zet 3)
Rx  Coinsurance - V Rx  Coinsurance Rx  Coinsurance ‘Rx  Coinsurance

Year  Bxpense Rate .. [6]0) 4 ‘Bxpense " Rate OOP ° Expense Ratte  OOP Expense Rate OoP
2003 $250 100.00% $250 $1,750 50.00%  $1,000 $9,750 | 25.00%  $3,000 $o 0.00%  $3,000
2004 $256 100.00% $256 $1,794 50.00% $1,025 $9,994 25.00% $3,078 $o 0.00% $3,075
2008 $263 100.00% $263 $1,839 50.00% §1,051 310,244 25.00% $3,152 §wo 0.00% $3,152 -
2006 $269 100.00% $269 $1,885 ~ 50.00% $1,077 210,500 25.00% $3,231 $w 0.00% $3,231
2007 $276 100.00% $276 $1,932 50.00% 1,104 - 310,762 25.00% $3,301 S 0.00% $3,311
2008 5283 100.00% $283 “$1,980 - 50.00% $1,131 $11,031 25.00% $3,394 $o ©0.00% $3,394
2009 $290 1400.00% 2% $2,029 50.060% $1,160 311,307 25.00% 33,479 "o 0.00% $3,479

$297 100.00% $297 $2,080 $1,189 311,590 25.00% 33,566 $o0 0.00% $3,566

2010
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Medicare Prescription Drug Benefit - Catastrophic Options

FY 2003 FY 2004 FY 2005 FY 2006 FY,ZCG? FY 2008 FY 2009 " FY 2010 |FY 0105 FY 01-10

President’s Budget

Cap © 1,000 1,000 1,500 1,500 2,000 2,000 2,500 2,563
Stoploss N/A N/A N/A N/A . N/A TN/A N/A N/A
Premium i 26 27 35 © 36 43 - 44 51 54
Net Budget (1) 6.8 14.5 16.8 19.0 21.7 - 242 272 30.2 38.1 160.3 -
Reserve Fund Stream ) : - . ” . .
- 0.0 0.0 0.0 4.0 .50 - 68 8.4 10.8 . 0.0 350 . -
Obtion 1 - Plan Benefit aﬁd $4,000 Stoploss Starting in 2006,'|nciexed to CPI ] ) g
Cap ) ' 1,000 1,000 1,500 1,500 2,000 2,000 2,500 2,563
Stoploss (2) ‘ 4,000 4,100 4,202 4,308 4,415
Premium 26 . 27 .35 53 61 66 74 80
Net Budget 8 145 168 220 273 - 314 350" 304| 381 1928
Difference (3) 0.0 00.. 00 . 3.0 5.6 B9 7.9 9.2 ) 0.0 325
Option 2 - Plan Benefit and $4,000 Stohloss Star‘ting in 2006, Both Indexed to Rx Index (4)
Cap ) 1,000 - 1,000 1,500 . 1,500 2,000 2,000 2,500 2,710
" Stoploss . : 4,000 4,348 4,713 5,109 15,538
Premium 26 27 35 53 . 59 63 . 70 75
Net Budget 6.8 14.5 16.8 = 220 27f0 . 303 33.8 37.6 38.1 188.8
‘Difference 0.0 0.0 0.0 30 53 . 6.2 © 66 7.4 0.0 285
Option 3 - Plan Benefit and $4,000 Stoploss Starting in 2006, Both Indexed to Drug CP!
Cap . 1,000 1,000 1,500 - 1,500 - 2,000 2,000 . 2,500 2,628)
Stoploss 4,000 4,204 4,418 4,644 4,881
Premium ‘ 26 27 35 53 60 64 72 78
Net Budget 6.8 14.5 16.8 220 . 27.2- - 307 344 . 386 381 191.0
‘Difference 0.0 0.0 0.0 . 3.0 5.5 6.6 73 . - B3 .0 30.7
Option 4 - Plan 'Beneﬁt and $3,600 Stoploss Starting in 2006, Both indexed to Drug CPI
Cap 1,000 1,000 1,500 1,500 2,000 2,000 2,500 2,628
Stoploss . . 3,600 3,784 3,977 4,179 4,393
Premium 26 27 35 ' 55 62 67 74 80
Net Budget 6.8 14.5 16.8 >22.4 28.0 31.7 35.5 38.7{ 38.1 1954

Difference - 00 0.0 . 0.0 3.4 6.3 7.5 8.3 9.5 0.0 35.0 .. B



" Medicare Pfescription Drug Benefif- Catas.trophié'dptions

- FY 2003 FY 2004__FY, 2005 FY 2006 __FY 2007 FY 2008 _FY 2009- FY 2010

Optlon 5- Plan Benefit and $3,500 Stoploss Startmg in 2006 Both indexed to Rx index

Cap 1,000. 1,000 1 500 1,500
Stoploss 3,500
Premium © 26 27 . 3 - 56
Net Budget 68 145 16.8 226
Difference - 0. 0 0.0 0.0 3 6

Optnon 6 Plan Benef‘ t and $4 000 Stoploss Startlng in 2003 Both lndexed to CPI

Cap © 1,000 1,000 ’ 1,500 1,500
Stoploss 4,000 ; ~4,100 4,202 4,308
Premium ‘ 3 - 39 -1 48 . 52
Net Budget 82 182 210 239
’Diﬁerence 1.4 42 5.0

C 3.7

- i.Optaon 7- - Plan Beneﬁt and $4,000 Stoploss Startmg in 2003 Both lndexed ‘to Rx lndex

- Cap 1,000 1,000 - 1 ,500 1,500
‘Stoploss 4,000 4376 4,792 5,228
Premium 36 © 38 46 - 48

_ Net Budget 8.2 18.0 20.4 229

Difference 14 35 = 36

Optit‘)‘n 8 - Plan Benefit and $4,000 Stoploss Starting in 2003, Both Indexed to Drug cPr

Cap 1,000 . 1,000 1,500 1,500
Stoploss L 4,000 . 4204 4418 4,644
Premium ‘ 36 33 47 T 50
Net Budget 82 . 181 208 = 235
Difference 1.4 3.6 4.0 45

’ (1) Net Budget and Difference are dollars in billions -

3.9

12000 2,000
3,805 4,124
62 66
©28.1 315
6.3 74
2,000 2,000
4415 4,526
60 64
27.3 30,7
5.6 66
2000 2,000
5683 6,160 -
55 - 8-
258 286
41 45

2,000 2,000

4,881 5,129

" s8 . 62

267 208
5.0 586 -

(2) Stoploss is based on out-of-pocket spending. Total spendmg is h|gher ‘
- (3)" Difference” is the differential between the net budget impact of the optlon and the net budget impact of the current benefit

(4) Rx lndex is the per caprta drug growth (pnce and utnhzatuon)

2,500
4,471
73

35.0
7.8

2,500 .
4,639°

72

346

75

2,500

6,677

85

1319
4.8

2,500

5,391~

69

33.4
6.3

2,710
4,846
78

38.9|

8.7

12,563
- 4,755

79

39.0(
8.8

7,238

5.5

2,628
5,666
75

37.5)

7.2

2,710]-

357

FY01-05 FY01-10

38.1

©194.1
0.0 338
474 2031
93 427
467
85 313
a7
90 - 377

1916

1980
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Democrafs DeviSe an“Altefnative to
Clinton's Drug Plan

Clinton Denounces G.O.P. on Medicare (March 14,
2000) ,
Issue in Depth Health Care’

Forum
Join a Discussion on Health Care Reform

By ROBERT PEAR

ASH[NGTON March 14 -- Moderate Democrats on the
Senate Finance Committee are drafting their own proposal
to offer prescription drug coverage to Medicare »
beneficiaries, as an alternative to President Clinton's plan, and they
say their ideas could be a basis for a bipartisan compromise. . -

~ The proposal, like one e advanced by Mr. Clinton last June, would

offer drug coverage to all Medicare beneficiaries. But it differs from
the Clinton plan in 1mportant ways.

The senators, led by Bob Graham of Florida, said that the coverage
under their proposal would look more like true insurance. They

-would require people to pay a deductible, perhaps $250 a year
before gettmg drug beneﬁts from Medicare.

Mr Clinton's plan has no deductible. He boasts that his proposal :
would help pay drug costs from the first dollar of the first -
prescription.

White House officials welcomed Mr. Graham's effort.

"Conceptually, it's consistent with what the president has proposed,"
said Chris Jennings, the health policy coordinator at the White
House.

Republicans on the Finance Committee said that they had not been
briefed on details of Mr. Graham's proposal, but that they had |
worked well with Democrats on several issues in recent few years
and expected to do so on drug beneﬁts this year.

http://www.nytimes.com/library/politics/031500congress-medicare html

3/15/2000 8:06 AM
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Demoe‘ratsw Devise;an Alternative to Clin}ton‘s'Drug P_lauj o http:}"fwww.nytimesteomz‘llbrary/politics/03l500cohgress-medic_are.html"
Representattve Mark Foley, Republlcan of F lorida, sard he was

"very interested” in Senator Graham's approach and expected to
mtroduce a srmrlar bill i in the House e

Under the Democratlc senators proposal the federal contribution
would increase gradually, 50 the. government would pay a growrng
share asa person s drug oosts rose..

Thus, for example the beneﬁcrary might have to pay all of the first -
$250 in drug costs, then half of the next $750. The beneficiary's .
share would decline and wéuld be: limited; the government would
. -pay all of a beneficiary's drug expenses beyond a certarn amount

‘say $3 000 a. year ‘ v

' Under M. Clinton's plan, the government would pay half the drug
costs incurred by any Medicare beneficiary who signed up for -

- coverage. The maximum federal payment would start at $1,000 a
year in 2003 and rise to $2,500 in'2009. In a late addition to his"

. budget this year, Mr. Clinton sought more money to-assist people
-with very high drug costs, but he has not given any details
eonoermng how he: wants to use the money

- The moderate Democratlc senators are also eonsrdermg a proposal
charging higher premiums for drug coverage to beneficiaries with -
incomes above certain levels. -- say $75,000 a year for an individual

~and $100,000 for a couple. Under this arrangement, drug benefits

" would be available to.all, as Mr. Clinton wants, but the government
‘would provide larger subsrdtes to beneﬁcrarres ‘with low or moderate
incomes. : PEE '

By a vote of 70 to 30, the Senate in l997’endorse’d the idea that
affluent elderly people should pay higher premiums for basic
Medicare coverage. But lobbylsts for the elderly opposed the 1dea »
and'it never became law

Mr: Graham sald "the Fmance Commlttee wrth a large number of
knowledgeable and pragmatlc moderates,” was the best forum in
which to forge a eomprom1se on the issue.

o He said that in town hall meetings with elderly consntuents in
* + Orlando, St. Petersburg and Sarasota, Fla., only a third said they
: . would srgn up for Mr. Chnton S plan S *

Mr. Graham satd the support was low because "they v1ewed the .
- Clinton plan as prepayment- for known obhgattons rather than as
insurance agamst an uncertatn future risk." :

| thrnk it's'more desnable for Medtcare to follow the msurance
- model,” the senator said. : o ‘

Under Mr. Chnton s proposal, Medtoare beneﬁcrarles would pay ‘
prermums of about $25 a month or $300 a year for drug coverage.

o Thus Mr. Graham sard "to make it worthwhtle " beneﬁcrarres ' L B

would need to have more than $600 a year.in drug expenses and
- fewer than one-third of beneﬁcrarles do. . - :

203 R R U ’  3/15/2000 8:06 AM
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M, Graham's plan also calls for premlums on average he sald they
would be no higher than the pres1dent s. : o

The Democrats with whom Mr. Graham is workmg 1nclude Senators
Kent Conrad of North Dakota, Richard H. Bryan of Nevada and
Charles S. Robb of Virginia.

"We see thls as a refinement of the pres1dent‘s proposal " Mr

‘Conrad said. "It's appropriate to have a deductible so the first

expenses fall on the beneficiary. For the govermnent to prov1de '
~ first-dollar coverage would be very expensive." :

Senator Bryan said: "The public deimand is reaching a crmcal mass.
Republicans and Democrats alike want to be able to say at the end
of this Congress that we enacted a Medicare drug benefit."

The House Budget Commlttee is scheduled to meet on Wednesday
to approve a blueprint for federal spending: House Republicans said -
~ they would set aside $40 billion over the next five years to help
low-income elderly pay for prescription drugs. That sum is similar
“to the amount Mr. Clinton would spend in the ﬁrst ﬁve years of his
plan

" Senator Wllham V. Roth Jr., the Delaware Repubhcan who s
chairman of the Finance Commlttee and is running for ré-election, :
said he also mtended to send Medicare drug leglslatlon to the Senate
ﬂoor o . ) .

Mr. Graham recalled the ﬁasco. after Congress expanded Medicare
in- 1988 to cover catastrophic illnesses and prescription drugs. The
extra coverage was partly financed by a surtax.on the elderly, many
of whom concluded that the extra benefits were not worth the added
cost. Congress repealed the law'a year later.

Mr Graham said he womed that Mr Clmtons plan might meet with
"a repetition of that experlence as the elderly put pencﬂ to paper
and decide not to part1c1pate .
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Drug Makers Boosted
Campalgn Contrlbutlons

'By LAURIE MCGINLEY and PHIL KUNTZ

Staff Reporters of THE WALL STREET JOURNAL

WASHINGTON -- Manufacturers of drugs and other health products
sharply stepped up campaign contributions between 1995 to 1999, as
prescription-drug prices and other health issues grabbed the polmcal

‘spotlight, a new analysis shows.

The report, to be released at a press conference Wednesday by Rep.
Bernard Sanders (1., Vt.) a harsh critic of the drug industry, was based
on figures complled by the Center for Responsive Politics, a
nonpartisan group that monitors campaign contributions.

The figures, .based on a preliminary review of data from the Federal
Election Commission, show that individuals and companies affiliated
with the health-products industry contributed more than $6 million
last year up at least a third from.1995.

| The blggest chunk by far came from the drug-manufacturing sector,

which i1s-facing a proliferation of proposals in Congress to provide .
prescription drugs through Medicare, the federal health program for
the elderly. The industry fears such coverage could ultimately lead to
price controls. The sector's donations rose to more than $4.5 million
in 1999, about 50% more than in 1995. B

The totals listed i in the new study for 1999 are 51gn1ﬁcantly
understated because complete computerized data for last, year aten't
yet available. So the increases over 1995 donations are actually much
bigger. For example, the Sanders study includes only $3 million in

‘corporate "soft-money" donations from the health-products makers,

http://intéractive.wsj.com(archive...riod%B D%3A720&location=article& HI=
.
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while a recent Common Cause study of the campalgn-contrlbutmn
reports themselves disclosed a total of $4.3 million'in such donations.
These are unregulated contributions made to the pohtlcal parties for

so-called party-buﬂdmg act1v1tles

Besides soft money, the report also, tracks contrlbutmns from

individuals and political-action committees. Corporations and unions

are barred from giving money to candidates directly, but they are

allowed to set up PACs funded by their employees or members.
Ind1v1duals may contribute $1,000 a candldate per electlon

Rep Sanders accused the pharmaceutical industry of usmg the
stepped-up contributions to head off significant reform in the
prescrlptlon-drug area. "This is a classic case of the revolvmg door,"
he said in a statement. “The industry takes in billions in profits from

high prices and gives out millions in campalgn contrlbutlons to make ’

sure Congress protects those proﬁts

‘But Jackie Cottrell a spokeswoman for Pharmaceutical Research and

Manufacturers of America, defended the mdustry s practices. "The
pharmaceutical industry plays by the rules," she said. "To the extent
that the rules allow contrlbuuons we pammpate in the process."

ARep Sanders has repeatedly crmclzed the mdustry for what he says

are excessive prices, and has authored a'bill that would allow -
American pharmacists and distributors to buy FDA-approved
prescription drugs-at lower prices in other countrzes -- a measure the
drug mdustry staunchly opposes ‘

Write to Laurie. Mchley at laurie. mcgmley@ws; com and Ph1l
Kuntz at phil. kuntz@wsl com .

T ;

H
i

‘Copyrlght © 2000 Dow Jones & Company, Inc. All nghts Reserved. -
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FACTS ON MIDDLE INCOME MEDICARE BENEFICIARIES
WHO LACK PRESCRIPTION DRUG COVERAGE
March 13, 2000 ' '

e Most Medicare beneficiaries without Lack of Prescription Drug Coverage is
prescription drugs are middle - . Not A Low-Income Problem
income. Over half of all Medicare oo %
beneficiaries who lack prescription R Caowr -
drug coverage have income greater than o s o
150 percent of poverty (about $17,000 o
for a couple) and would not qualify for %
most low-income drug benefit plans. o

Al . ‘Wihout Drug Coverage

Nourre: Exhihit 3. Poisad JA; Chutis X 2UN), "Medicwn Benwficiaries end Drsg Covenage, " Manfth Affmire VX2): 14,

o ' Middle-income seniors without drug co&erage take fewer medications. F or'
middle income beneficiaries (with income between 150 and 400 percent of poverty)
those without prescription drug. ~

coverage take 20 percent fewer Middle-Income Medicare
medications on average (16 versus 20) - Beneficiaries’ Drug Spendmg

- and have total costs that are aboutone- | - 1 s7s0
third lower ($480 versus $780). s

o ' . ‘ . .st ‘ n“‘sum‘ce ‘ Total: $480

e However, because they lack : "y ‘ f
insurance, these middle-income - =
seniors pay 75 percent more out-of- © B , .
pocket than insured seniors. (3480 © WithCoverage  Without Coverage
versus $270 per year). S T
’ Source: NEC snalysix of HOEA dafs on MUBS, 1996

e Who are Medicare beneficiaries who lack prescription drug coverage but would
- not qualify for a low-income block grant drug benefit?"

®  Almost one in four is age 80 or older. Older seniors tend to have worse health
and lower income, making the prescription drug costs a greater burden.

° Over half (52 percent) are women. Older women tend to have more chronic
conditions and a greater need for medications. BRI

° Over one-third live in rural areas. This is much higher than the one-quarter of
~ all Medicare beneficiaries who live in rural areas. Many rural seniors do not even
have the option of buying prescription drug coverage since few private Medigap
insurers — and typically no Medicare managed care plans — operate in their areas.

Source: National Economic Council, data unpublished from the Medicare Current Beneficiary Survey, 1996.
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Tnitey States Senate
@1tiez of the Mpmarcatic Lexder
SHashingtoy, BDE 206107020
Merch 9, 2000
The President |
. The Whits House

Washington, DC 20500
Dear Mr. President:

Pmémptiom drug coverage for Medicare beneficlarics is among the most important Isxnes
before the Congress, and Senate Damocrats ars commiticd to working with you to pass a
" ‘menningful, voluntary prescription drag benefit for all senjorw this year.

Demoerats i the Serate have developed the following set uf principles tn guide
cangressional setdon.  Specifically, we believe that an effective Medicare drug benefit
 sheuld be: voluntary; accesaible to all hengficiaries; designed to provide meaningful
profection and bargaining  power for srmiors; affordable to all baneficiaries and the
program; edministered wsing private sector entities and rompetitive purchasing -
terfmiques; end consistent with byoader Medjcare refarms, ‘We have elabamtad on thege
. principles in the aached document.

Thers is no reason older Americans should pay the highest prices at the drug stare, and
unliks virtnally all ofher insured Ameticans, not have accars 10 affordable drug coverage.
The rime for action [s nuw. Senate Demberats are sager to work with you toward passage
of 2 Medicate drug bencfit that reflects these pribolples and provides seniors and ofher.
Medicare beneficisries lanamadue access fo affordable prcsenphon drugs

aschie
United States Seoate
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, STRENGTHENING MEDICARE:
PRINCIPLES FOR AN EFFECTIVE PRESCRIPTION DRUG BENEFIT

Senate Democrats are committed to passing this year a voluntary prescription drug
benefit that is affordable and accessible for all Medicare beneficiaries. We agree
on six basic principles to guide congressional action. An effectwe Medicare
benefit- should be:

K Voluntary Medicare beneficiaries who now have dependable, affordable
prescription drug coverage should have the option of keeping that coverage.
Any proposal should prov1de 1ncent1ves to preserve the best ava11able private

~ options. . :
o Accessible to all benéficiaries: A hallmark of Medicare is that all
beneficiaries, even those in rural or underserved communities, have access to ,
dependable health care. The same should hold true of a prescription drug
benefit: all seniors, including those in traditional Medicare, should have access
to a reliable, accessible Medicare drug benefit. ‘

e Designed to provide meaningful protection and bargaining power for
seniors: A Medicare drug benefit should assist.seniors with the high cost of
prescription drugs and protect them against excessive out-of-pocket costs. It
should give beneficiaries the bargaining power in the marketplace they lack
today. It also should include a minimum défined benefit that assures access to
all medically necessary drugs and uses cutting-edge quality improvement tools.

e Affordable to all beneficiaries and the prog}am Medicare should
. contribute enough toward the prescrlptlon drug premium to make it affordable
and attractive for all beneficiaries and to ensure the viability of the benefit.
Low-income beneficiaries should receive extra help w1th prescr1pt1on drug
prernlums and cost sharing. :

¢ Administered using private sector entities and competitive purchasing
techniques: The management of the prescription drug benefit should mirror
the practices employed by private insurers in delivering prescription drugs.
Discounts should be achieved through competition, not through regulation or
price controls. Private organizations should negotiate prices with drug
- manufacturers and handle the day-to- day administrative respons1b111t1es of the
benefit.

s Consistent with broader Medicare reform: The addition of a Medicare drug
benefit should be consistent with an overall plan to strengthen and modernize -
Medicare. Medicare will face the same demographic strain as Social Security
when the baby boom generation retires. Improving its benefits is only one step
in preparing Medicare for this new century’s challenges.



EVENT: PRESCRIPTION DRUGS DEPARTURE STATEMENT

- DATE: THURSDAY, MARCH 9, 2000
TIME: - 11:10 AM-11:45 AM :
LOCATION: - BEHIND THE OVAL OFFICE

PARTICIPANTS:  THE PRESIDENT
' SEN. DASCHLE

Members should arrive no later than 11:00 AM at the NW gate, park on the NW drive, and enter
‘the WEST lobby ,

Acceptmg (12)

Biden, Jr., Joseph R. (D-DE)
Breaux, John B. (D-LA)
Bryan, Richard H. (D-NV)
Daschle, Thomas A. (D-SD)
Dorgan, Byron L. (D-ND)
Durbin, Richard J. (D-IL)
Feingold, Russell D. (D-WI)
Kennedy, Edward M. (D-MA)
Levin, Carl (D-MI)
Rockefeller, IV, John D. (D- WV)
Sarbanes, Paul S. (D-MD)
Wyden, Ron (D-OR)

Pending (9)

Lieberman, Joseph I. (D CT)
Mikulski, Barbara A. (D-MD)
Akaka, Daniel K. (D-HI)
Byrd, Robert C. (D-WV)
Feinstein, Dianne (D-CA)

. Graham, Bob (D-FL)
Johnson, Tim (D-SD)

Reid, Harry (D-NV)
Schumer, Charles E. (D-NY)
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- March 8, 2000
MEDICARE PRINCIPLES DEPARTURE STATEMENT

DATE: March 9, 2000
LOCATION: - Behind the Oval Office
BRIEFING TIME: 11:10am — 11:25am
EVENT TIME: 11:30am — 11:45am
FROM: -+ Bruce Reed '
' ~ Chuck Brain -

Chris Jennings

PURPOSE.

To accept and endorse a set of “Prescription ]jrug Principles” from the Senate

- Democratic Caucus, which will be used to evaluate any Medicare prescrrptron drug

proposals developed in the Congress .

BACKGROUNDl

MILLIONS OF MEDICARE BENEFICIARIES NEED PRESCRIPTION DRUG
COVERAGE. Approximately three out of five Medlcare beneﬁcrarles lack decent,
dependable prescription drug coverage

Millions of beneficiaries have no prescription drug coverage and millions more

.are at risk of losing coverage. Thirteen million Medicare beneficiaries have no

prescription drug coverage. Millions more are at risk of losing coverage or have -
inadequate, expensive benefits. Nearly half of rural beneficiaries, and a
disproportionate number of seniors over 85, do not have prescription drug coverage.

.Current drug coverage is unstable and declining. Only about one in four

beneficiaries has retiree health insurance — and the proportion of firms offering such

- coverage has dropped 25 percent in the last four years. Even féwer beneficiaries have
- Medigap i msurance for prescription drugs. This coverage is often éxpensive, ‘and’

many insurers “age rate” (increase premiums as people get older) makmg it more-
expensive when seniors can least afford it. ~

Most seniors are middle-income and would not benefit from a low-in'come.
prescription drug benefit. About 15.6 million, or 49 percent, of all elderly
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‘Americans have incomes between $15,000 and $50,000. And over half of
beneficiaries without drug coverage have incomes above 150 percent of poverty
($12,750 for a single earner, $15,000 for a couple). Thus, a benefit targeted to the
low-income will simply not help most seniors.

s Only about half of all seniors have high enough income to benefit from a tax
scheme. Notonly is it impossible to target needy Medicare beneficiaries through a
tax deduction, but studies have répeatedly concluded that the tax code is an extremely

- expensive and inefficient way to expand insurance coverage for anyone, let alone
seniors. ST

SENATE DEMOCRATS AGREE ON PRINCIPLES FOR A NEW MEDICARE .
PRESCRIPTION DRUG BENEFIT. Senator Daschle and the Senate Democratic
Caucus released a set of “Prescription Drug Principles” that will guide the current
Congressional debate over the provision of a new Medicare prescription drug benefit to
millions of seniors. These principles state that any new benefit should be:

. \‘;’oluntavry. Medicare beneficiaries Whoanow have dependable, affordable coverage
should have the option of keeping that coverage.

e Accessible to all beneficiaries. All seniors and individuals with disabilities,
including those in traditional Medicare, should have access to a reliable benefit.

¢ Designed to give beneficiaries meaningful protection and bargaining power.- A
Medicare drug benefit should help seniors and the disabled with the high cost of
prescription drugs and protect against excessive out-of-pocket costs. It should give
beneficiaries bargaining power they lack today and include a defined benefit assuring
access to medically necessary drugs.

o Affordable to all beneficiaries and the program. Medicare should contribute
enough towards the prescription drug premium to make it affordable for all
beneficiaries. While subsidies should be provided to all to assure the benefit is
affordable, low-income beneficiaries should receive extra help with the cost of
premiums and cost sharmg

¢ Administered using private sector eniities and competitive purchasing
techniques. Discounts should be achieved through competition, not regulation or
price controls, and should mirror practices employed by private insurers in delivering
~ prescription drugs. Private organizations should negotiate prices with drug -
manufacturers and handle the day-to-day administrative responsibilities of the benefit.

e Consistent with broader reform. The addition of a Medicare drug benefit should be
considered as part of an overall plan to strengthen and modernize Medicare.
Medicare will face the same demographic strain as Social Security when the baby
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boom generation retires. Improvmg beneﬁts is only" one step in preparmg Medicare
for this new century s cha!lenges

YOU URGE CONGRESS TO ACT NOW. You will urge Congress to act this year to
strengthen and improve Medicare. Your FY 2001 budget includes a comprehensive plan
that makes Medicare more competitive and efficient and dedicates part of the surplus to -
improve Medlcare solvency and to add a long- overdue prescrlptlon drug benefit.. ThlS
plan: : '

o Establishes a new voluntary Medicare drug benefit that is affordable — to all
beneficiaries and to the program The beneﬁt at $160 billion over 10 years, would
be: ‘

° Accessible and voluntary. Optional for all beneficiaries. Provides financial -
incentives for employers to develop and retain their retiree health coverage.

°  Affordable for beneficiaries and the program. Premiums of $26 per month in
- the first year with lower or no premiums for low-income beneficiaries.
Provides privately-negotiated discounts, gained by pooling beneficiaries’
_purchasing power, for all drug expenses. Has no deductible and pays for half ‘
of each beneficiary’s drug costs from the first prescrlptlon filled each year up
to $5,000 in spending when fully phased in.

° Competitively and efﬁciently administered. Competitively selects private
benefit manager to deliver benefit to enrollees in traditional program. No
price controls, no new bureaucracy. Integrated into current eligibility and
enrollment systems.

° High-quality and provide necessary medications. Private entities that use
-formularies must ensure access to medications off formulary if physician
_deems medically necessary. Requires use of state-of- the-art quality

improvement tools

.

, : S 1
o Creates a Medicare reserve fund to add protections for catastrophic drug costs.

To build on your prescription drug benefit, the budget also includes a reserve fund of
$35 billion, available to offer protections for beneficiaries with extremely high drug
spending. This reserve will permit the Administration to work in collaboration with
Congress to design such an enhanced prescription drug benefit. If no consensus
emerges, the reserve would be used for debt reduction.”

PARTICIPANTS

Briefing Participants: *
Secretary Donna Shalala




Iv.

‘Bruce Reed

Chuck Brain
Chris Jennings
Karen Robb .

~ Jeff Shesol

Statement Participants:

YOU . .
Secretary Donna Shalala
Senators Confirmed to Attend:
Sen. Joseph Biden, Jr: (D-DE)
Sen. Richard Bryan (D-NV)
Sen. Thomas Daschle (D-SD)
Sen. Byron Dorgan (D-ND)

* Sen. Richard Durbin (D-IL)

Sen. Russell Feingold (D-WI) -
Sen. Edward Kennedy (D-MA)
Sen. Carl Levin (D-MI)

Sen. John Rockefeller, IV (D-WV)
Sen. Paul Sarbanes (D-MD) -
Sen. Ron Wyden (D-OR)

- Senators Pending:

Sen. Joseph Lieberman (D-CT)
Sen. Barbara Mikulski (D-MD)
Sen. Daniel Akaka (D-HI)"
Sen. John Breaux (D-LA) -
Sen. Robert Byrd (D-WV) |
Sen. Dianne Feinstein (D-CA)
Sen. Bob Graham (D-FL)

Sen. Tim Johnson (D-SD)

Sen. Harry Reid (D-NV) °
Sen. Charles Schumer (D-NY)

‘Program Participants: P

YOU
Senator Tom Daschle

PRESS PLAN

| Open Press.

SEQUENCE OF EVENTS

- YOU greet Members of Congress in the Oval Ofﬁce.-"‘



- YOU proceed Wlth the Members of Congress to the podmm posmoned behmd the
- Oval Office.
- Senator Tom Daschle makes remarks and 1ntr0duces YOU

- - YOU make remarks and depart.
VL REMARKS '

To be prowded by speechwntmg



STAFF-LEVEL DRAFT 3/2/00
Ineome—Relat_ed Medicare Drug Premiums

Overview
° Should subsidies be related' to income?

Ineenre-relating drug subsidies would enable the government to focus its scarce resources
on drug subsidies for seniors who can least afford to pay full price. Taking this approach
might also increase the hkelrhood that Part B premrums would be tied to income in the
future ' :

But for the revenue gain to be significant, a substantial number of seniors would have to
face a reduced net subsidy. The HCFA actuaries have concluded that the

~ Administration’s proposed 50 percent subsidy is needed to ensure near-universal take-up,
and that lower subsidies could lead to substantial adverse selection. If adverse selection
is severe enough, some of the direct revenue gain could be offset by higher program costs
per participant. Moreover, the approach would make the tax code more complex.

. If we income-relate subsidies, how is that best achieved?

There are two related advantages to using the tax system. First, the tax system already
collects information on income, eliminating the need for a new administrative structure.
Second, the tax system would naturally make this year’s subsidy dependent on this year’s
income, which is probably preferable to basing this year ] subsrdy on last year’s income
as might occur in a non-tax system.

Within the tax system, there are two Ways to income-relate subsidies:
. Include subsidies in taxable income, or
e . Subject subsidies to a separate recapture tax that increases with income.

. hY
Backgmund

The Administration has proposed a subsidized prescription drug benefit for all Medicare
participants. The subsidy would be 50 percent for individuals who pay their own premiums for
drug coverage through the new fee-for-service drug plan or a comparable managed care drug
plan The subsidy would be 33 percent for employers who pay for comparable drug coverage

: Under this alternative, individuals who experience a decline in income would receive a subsidy
.that might be deemed too small. This could be a particular problem for senior citizens.

? Because the drug benefit is phased in over 7 years and then indexed to prices, this subsidy
would start at roughly $300 in 2003, grow to about $600 in 2009, and rise further thereafter.



for their retireeé, either by providing it themselves or by payir.lg. premiums to Medicare.
Individuals below 150 percent of poverty would receive additional subsidies, which would be
income-related through a separate mechanism from those dis¢ussed below.

For comparison, the Breaux-Frist plan would offer a 25 percent subsidy for individuals and
include it in taxable income. The plan provides additional subsidies for individuals below 150
percent of poverty, but it has no subsidies for employers.

_ Discussion

This memo describes the mechamcs of the two tax approaches and then considers a number of
issues that arise in the context of income-related premiums:

. taxing employer subsidies, ' ‘

. fairness, o - o o _ M
. take-up rates and adverse I'lSk selection, _ o y

J government costs and beneficiary premiums, an

. administrability.

Including 'Sublsidies in Taxable Income

o An argument in favor of inclusion is that the subsidy is a form of income to the recipient.
Insofar as the progressive income tax reflects society’s view of people’s ability to pay -
tax, including subsidies in taxable income may be seen as a natural way to determine an
individual’s ability to pay for prescription drug coverage. ,

. However, the resulting net subsidies would not

~ decrease smoothly with income because

effective marginal tax rates for seniors do not

rise steadily with income. Over the income
range in which Social Security benefits are
subject to tax, subsidy rates would fall sharply
and then rise. Taxing a 50 percent subsidy
would produce the schedule of effective subsidy
rates shown in the chart, which may seem unfair.

Effective Subsidy Rate When
Subsidy is Taxed

Income

J Moreover, taxable income may not be a good measure of ability to pay for the elderly. A
working couple with $50,000 in earnings but no pensions or saving may have fewer
financial resources than a-retired couple with $30,000 in unearned income. Also, the
retired couple may receive another $20,000 in Social Security benefits that would not be
taxed and thus would not be counted in taxable income.
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About 60 percent of all seniors face a Federal marginal income tax rate of 0, and they
would still enjoy the full 50 percent subsidy.> Roughly 20 percent of seniors would face
a net subsidy rate below 40 percent, and about 40 percent would face a net subsidy rate
below 43 percent. A few seniors would have effective subsidy rates below 25 percent.*

This approach would not affect marginal tax rates for most seniors. Only those seniors
whose income before the subsidy falls just below the threshold for a higher tax bracket
would find their marginal tax rates increased from 0% to 15%, 15% to 28%, and so on.

* Including the subsidies in income would make some seniors now claimed as dependents

on another taxpayer’s return ineligible for that status. (About 1.5 million elderly people
are claimed as dependents. Their gross income cannot exceed $2,800.) The additional
tax paid by the taxpayer formerly claiming the dependent would frequently exceed the
amount of the subsidy. Creating an exception to avoid this problem would further
complicate the tax code.

Separate Recapture Tax

A recapture tax would be phased in at a specified rate for incomes above a specified
threshold. : ’ :

This approach would allow the most accurate targeting by income (subject to the above-
mentioned caveat that income reported on tax returns may not accurately represent ability
to pay for some seniors). '

However, creating a separate schedule for the recapture tax would be more complicated
than simply including the subsidy in income.

_Relating subsidies through a recapture tax would raise marginal tax rates for beneficiaries

in the phase-in income range (although not for those above it or below it). The average
increment to marginal tax rates could be small because the drug subsidy is fairly small.
For example, if the $1,200 joint (3600 single) subsidy phased out over a $60,000
($30,000) income range, the average increase in marginal tax rates would be 2 percent
($1,200/$60,000). However, a wide phase in range would mean that the revenue
collected would be small compared with the number of persons affected.

" Taxing Employer Subsidies

It is not clear how employer drug subsidies should be treated under this scheme.

3 In states that followed the Federal government in including these subsidies in taxable income,
state tax rates would reduce the effective subsidy a little more.

* These numbers are based on counts of all seniors; as we discuss below, these proposals could
involve taxing employer subsidies or not, and in the latter case, the more relevant calculations
would be based on marginal tax rates for individuals not covered by an employer plan. .

3



If individual subsidies are taxed and ernployer sub51d1es are not, some people without
employer coverage might complain that they were being dlsadvantaged '

At the same time, if retired employees currently receiving employer-provided drug
benefits were required to include the new employer subsidy in taxable income, they

. would be taxed ‘without receiving any new benefits. Because they are retired, their
employers could not pass on their new subsidies in the form of higher wage
compensation, and are unlikely to pass them on in the form of higher pension payments.

"The mechanics of taxing employer subsidies at the individual level would add an extra
complication as well. '

One way to restore. the plan’s existing relationship between vemployer and employee |
subsidies would be to further reduce the employer subsidy relative to the individual -
subsidy, but to exclude individuals receiving drug benefits from employers from taxation.

Fairness

A

One argument for income-related premiums is that the government should focus its
scarce resources for drug subsidies on seniors who can least afford to pay full price.

A counter-argument is that Part B premiums do not vary w1th income, and treating Part D
premiums differently could appear inconsistent. Some people or groups (such as labor
unions) may also be concerned that taxing this health benefit would set a precedent for
taxing other health benefits. And some people might even view this new “tax” as
somehow analogous to the very unpopular catastrophic health insurance law of 1988.

Také—Up Rates and Adverse Risk Selection

Individuals would have a one-time election to join the prescription drug program during
the first year of the program, during the first year of Medicare eligibility, or when
employer-provided benefits cease due to retirement, death of a spouse, or employer
dropping of coverage for all retirees. The one-time election would reduce adverse
selection compared with a program that allowed choice every year. Individuals who are
currently healthy may opt for the program to ensure that they can participate in later years
when their health may decline.

Because the actuaries have argued that a 50 percent subsidy is needed to ensure near-
universal take-up, they may conclude that reducing effective subsidies in our plan would
induce adverse selection.- (Because the Breaux-Frist subsidy i is only half as large as the
Administration’s, that plan would have a serious adverse selectlon problem even in the
absence of their proposal to tax subsidies.)

Healthy high-income seniors would be less likely to pufchase drug coverage if subsidies
are income-related, but how much less likely is uncleéar. (Under proposals such as
Breaux-Frist that do not specify the drug benefit, the availability of certain options — such
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as catastrophic-only — could also influence people’s decisions.) More generally, it is
unclear whether ensuring the enrollment of high-income seniors might require a larger or
smaller effective subsidy than is required for lower-mcome seniors:

. Because these beneficiaries have higher income, they may feel less need than
lower-income beneficiaries to buy insurance against moderate drug expenses.

e . On the other hand, high-income beneficiaries have higher Medicare spending than
low-income beneficiaries, and they are likely to live longer. They may be able to
take a longer view than low-income beneficiaries and pay premiums beginning at
age 65 rather than face unpredictable future expenses. They may also want to

“ensure that they can afford the new wave of expensive drugs developed over time.
All of these factors imply that high-income beneficiaries may expect to receive
greater benefits from drug coverage than low-income beneficiaries, which would

encourage their purchase of insurance.

-Government Costs and Beneficiary Premiums

. Reducing the effective drug subsidy for higher-income beneficiaries would have several
effects on government spending:

. The government would save money on everyone in that group who would still
buy.coverage (the difference between the official 50 percent subsidy and the

 effective subsidy). The average subsidy rate would fall to about 44 percent if

subsidies were included in taxable income, suggesting that the government would -

save $15 to $20 b11110n over ten years before accounting for the following effects.”

e The govemment would save'the subsidy dollars that would be paid on behalf of
. those who dr0p coverage.

. But the loss of healthier-than-average beneficiaries because of adverse selection
would raise average spending by those in the risk pool, and the government would -
lose money by paying higher subsidies to those people..

s . Only the third of these effects would matter for beneficiary premiums, which would
therefore be higher. However, part or all of the savings could be used to increase the pre- _
tax subsidy rate in an attempt to hold beneficiaries at lower tax rates harmless.

. If drug subsidies were taxed separately, then the share of séniors who faced a notably
lower effective subsidy could be designed to be fairly small. This suggests that all of the
effects described in the previous bullets could be small — the direct government savings,
the change in average spending by the insured population, and the change in premiums,
but the added complexity to the tax system would remain.

* This saving includes increases in Social Securlty revenue owing to an increase in the number of
individuals exceedmg the thresholds for taxation of Social Securlty benefits.

\



Administrability

. Proponents of taxing drug subsidies argue that the relevant information could be reported .
on 1099 forms that are already sent to all Social Security recipients. And since drug-
premiums would generally be deducted from Social Security benefit checks, the
additional work involved in reporting the subsidy on the 1099 might be small. However,
the precise mechanics would need to be developed by SSA and the IRS.

o Beneficiaries would need to include subsidy information in computing their tax liabilities.
Some current non-filers would have to file tax returns because the subsidies would
increase their taxable income above the filing threshold.

. Both proposals would complicate the tax system. In addition, creating a separate
recapture tax could set an unfortunate precedent for other complicated new taxes.
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United States General Accounting Ofﬁce ' Health, Education, and
Washiugtan, DC 20648 ‘ Human Bervices Division

B-284706
March 1, 3000

The Honorable John D. Dingell
Ranking Minority Member

- Committee on Comunerce
House of Representatives

This letter is in responze to your request far infarmation on premiums for Medicare
supplemental insurance (Medigap) policies that provide outpatient prescription drug
coverage. Many Medicare beneficiaries purchase Medigap plans because they supplement
Medicare by covering, for example, hospital deductibles and physician coinsurance
amounts. Three of the 10 standard plans caver outpatient prescription drugs: In 18984, 9
percent of Medicare beneficiaries obtained some prescriprion drug coverage through
individually purchased Medigap plans.

We obtainad Medigap premiums for four standard plans fram insurance commissions in 38

states.’ (See enclosure I for a descriprion of the benefits under each plan.) The tables in
enclasure Il show average premiums by stave and various ages for standard plans F, H, I, and
J, which are generally comparahle except for their prescription drug coverage. Plans H and
I provide drug coverage with a $250 deductible, 60 percent cainsurance, and an annual limit
of §1,250. Plan J has the same drug benefit deductible and coinsuratice and an annual limit
of §3,000. Premiums for plan F, the most frequently purchased plan are presented asa
comparison because it does not cover prescripdon drugs.

The average prermums presented in enclasure Il reflect insurance company reporting
practices as well as different state regulanons The insurance companies report their
premiums to state insurance commissions. Same companies list different premiums that are
specific to a certain type of policy. For example, a company may have different premiums
for policies that use different age-rating methodologies. Premiums may alsa differ by
characteristies of the policyhalder, such gender or smoking status. Other companies may

‘Anpouausoldmlulymammmedmconfomw phe of 10 standard benefit packages.

! We requested premium information from all states. Three states, Massachusets, Minnesota, and Wisconsin,
are exempt fram the standard plans because they standlardized their Medigap policies priar 1o the
esrahlishmernt of plans A through J. Arizona, California, Bawaii, Jdaha, Indiana, Kertucky, Masyland, and
Tennessee did not publish premium information. We were unable to obrain information from New Jersey.

1 . GAQ/HEHS-O0-T0R Selected Medigap Premiums
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porta smgle sample premium for each age. States may also have regulannns that affect
18 premiums hsted. For example, some Stares do not allow premiurs to vary based on age.

he average preminms should nat be interpreted as the average prices that Medxcare |
eneficiaries are paying for Medigap policies in a given state. Although companies may affer
alicies at the published premiums, the humber of Medicare beneficiaries who are actually .
aying the premiums listed was not available from the states, so we were naot ahle to
alculate the average premiums wmghmd by the number of pchcyholders

Ve did nat independently verify the Medigap premmm data pmwded by the state insurance
ommissions. With this exception, we performed our work in accordance with generally

ccepted gavernment auditing standards.

Jease call me at (202) 612-7114 if youor your s:aﬁ have any qumuns abaut the
nformation in this lemer.

jincerely yours,

ATt

Laura A. Dummit
Associate Director, Health F‘inaucmg
and Public Health Issues

Enclosures-z

2 L ‘GAOHEHS-O0-70R Selected Medigap Premiums



http:Sta.t.es

"ENCLOSURE !

Core benefits

]
:

Part A hospitalization s 61-80
Lifetime reserve (days 81-150
385 Lifetime hospital days—100%

Wl
I
g

Parts A and B blood

Part B coinsurance—20%

Additional benefits

Skilled nursing facility coinsurance
{days 21-100) .

Part A deductible

Part B deductible

Part B excess charges

[

S E
o

Foreign travel emergency

MéMN S I ]

At-home recovery

{ Prescription

qug pa| | [beloalndjidind
NNN§NN bl [odlna]pebejpe

Preventive medical care

byl

GAOIHEHS-OGWR Salected Medigap Premiums



' ENCLOSUREN . ENCLOSUREN .

co 1,170 1, 622 1, 863 2, 165
CT 1,426 2,487 2. 763 2,824
DE_ 1,167 1,434 1,767 2,380
[FL° 1,686 2.002 2,891 2,849
GA" 1,365 - 257 2,987 2 898
1A _1.034 1,964 1,481 2,268
i 1,166 1,572 1,746 2,384
KS 1,126] 1,610 1,712 2,501
s 1.429] T 2,135 3,684
ME* 1,859 2,368 2 659 2,237
M 1,300 1,88 2,147 2 469
MQ* 1,144] 1,626 1,79 2.007
% 1,226 1,681 1,767 2,753
' 1,082 -1,33¢ 1518 2,22)]
];N_r.:1 E 1 1,496 1,670 2 318
IND* K ; _1458] 1647 2186
NE* 1,068 1,336] 1,512 - D448
~ INH 1,170 1,266] 1 1,80}
NM 1,189 168} 2,102 2914
kNTI"L ' 1,331 1,715 1,838 ©2.279]

'M&mwmﬂehmmw&bmmwhyﬁwmpw
: Colnmdammaywybyiomum, age, sex, and emoking status.

* Florida rates are as of Novemher 1998, Mmmbmedmapomyfmasﬁwmldmaﬁwwneaf |
m‘mmw

mmmmrwmﬂmmsmd\emohmanamdmbMdewmmldm
a@eatthemof

anmmdmgmamﬂmbepmdmwmmmm ,
' No plan B premums are listed for Lowisiana. .
: 'Memmmo:mbawdmmwmmmmwwuum

’Musammmshowswewidemgemm!mfmwm A3 of 2000, insurers can no langer selt
Wsmmmwmm

, Wmpmmtwlncmmwﬂwnemwbdsmthelaxgestmarkets!meaaot

! Mantans published premiums are based an respansea to a state survey. Same companies provided ranges of
?remiums mmasemmﬂwaxdpomorﬁwmgeswmusedmmmema
Narth Dakata published premiums for 65-year-old male non-smokers.
© *Narth Dakora did not provide plan F premiuxas.

‘Smecmpmpmmdadmwdpremimmﬁmecasestheendpamwmmadwca;culmme "
averages.
‘memmshﬂedmfa/mdmdmmmwwm

4 . . GAO/HEHS-00-TOR Selected Medigap Premiums
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ENCLOSUREN R ENCLOSURE I

State ) H R | ’ d
NY' ' 1,687 1,905 2,312 3.216|
OH 1,165 1,578 1,755 2,566
ox* 132 1,350 1,551 _2.3R2
OR° 1,100 1,428 1,576 2,208
PA_ 1,303 1,706 1685 2,110
Rl ~ 1,168| 1288 1,56 1,712
SC 1,129 ' 1,701 , 1,863 2,437
SO 1,048] 1955 1604 2,219
T 1168 T 1.480 1,808 . ,245‘
ur 1,022 1,858 1,339 ' 781}
VA* L1006l 1,174 1,280 1,840
- Y 1857 ¥ 2,604
WA 1,337 1911 2,283 2,398
WV 1,252 . 1,302] 1941 2,287
(WY 1,187 ' 1,481 1787 2,020

*Premiums are the same for all policyholders based on the ares of residence.
'WmmofMl%Mmmbasedmmmwamaw. .
* Some rates may be froin 1888 or estlier.

' Only campanies respanding to a Sotith Dakota Department of Social Services survey are included.

* Premiwns are as of December 1898, smmmmmmmdpmmmmmwm
mmwe:euseﬁmmmﬁacm

* Premviuna sre feogn 3898,

Wm&ma&aﬂk&mm@dmww
* No plan F listed.
* Noplan I listed.

'Wahmmdnamwnwpmmwmbmdmcmmdﬂwmwm
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ENCLOSUREN . ENCLOSUREW

State _F : I 1 J

AK 1,369 1,867 1,863 2,601
AL 1,429 1,794 1,876 2,889
AR 1,412 1,801 2318 2 7%
co° 1,369 1853 2,101] 244
) _C_'T el ' .c . &

[DE 1,382 1,848 2,023| 75%
FL . -

GA™ 1,631 2,809 3,260 3,102
1A 1,223 1,612 1,768 2,640
L 1,360] 1,776] 2057 2,739
KS 1807 1,716 1,098 2 802
% i 1,650! | Ll 25471 —3.876|

- 1,359,} : 2,368 X Y

MO 1,325 1,896| — 2,108 2,300
ME* 1,425 __ 1977 2,083 33585
MT 1 1,645 _1,865] 2,740
NC- 1,278 1632 uasal[ 2,418
ND ‘ . . a ) . - )

NE' 1261 1,685 L7863 2,760)]
NH 1,367 1,544 1,808] 2,281
NM 1, . 2024 2507 2,652
NV 1,662]_ 2,150] . 2382 " 2,787

ahhmummebmmammumoﬁmdhyd&ewmw»
* Colarado rites may vary by locarion, age, sex, and stmolapg statas.

* Cannecticut materials do not provide raves for a 70-yearald. ‘
'mmdamlsdonu:pzwidemasmra?w

prammmwmﬂesm;mvbemmmhmammwdmbaedmﬂwmm‘s

aaeatﬂ\emdmnthase

mmwwammmamwmmm

‘Noﬂmﬂmmﬁmmmfwlam :
pmwtmwmmwm,mmwbymmm

* Michigan maverials da not provide rates for a 7{-year-oid.

‘umommﬁakshuwmwmamgemmfmmm As gf 2000, insummmlamge:aen

‘ ?aumvﬂmpxmuumsﬂwdmgemme

123 gmmmpmmumsfnrmcmnpameswnunguedigapﬁoliaeswm\mehrsestmatketshareaauf e
V1 :

' Mantana published premiums are based an responses to g state survey. Some companies provided ranges of
premiums; In those cases, the end points of the ranges wers used to calculate the averages.
'thnakmmamiabdnwprmdemeatura%mldfwmpm -
mmwmmesdmmmmmmmmWamwaeMmcﬂmmm

/ Mumlmwdmfmmdmduals Kving in LasVegaa
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ENCLOSURE I ENCLOSURE I
State F B (

NY 1,667 1,805 2,312 3,216
OH 1,354 1,808 2,068 2,903
oK 129 1,618 1,868 2,718
OR' 1,206/ 1,716} 1,802 2,717
PA 1,514/ 1,916/ 1,685 2,410
RI 1,368 1,504 1,824 2020
[SC 1,922 2,112 2278 3,018
sp’ 1,230 __ 1614 1,821 2,638
TX 1,850 __1680 2,108! 2,653
OT LU 1.488" 1,443° 1.807"
VA" 1,162 1374 1,401 2,190
VT " 1,814 2,604
War 1,337 1,911 2,293 2,308
. Wv N [ L "’ [
WY w B )

* Premiums are the same for all palicyhalders based an the area of residence.

* Premiums are a3 of March J808; premiums are based an responses to a state swrvey,

’ Same rates may be from 1888 or carlier.

'wmmmwamnmwxmm&mmm

* Premiums are 85 of Decermber 1888 Smnemmmmdemswdpmm mthosecasesﬂxemd

nomwmmdmcalculatetheamga ,

* Premivms are from 1888.
Mwmmalbh%hmmmﬂaasmﬂmfouwymu

* Virginia nates that not all insuress are listed in their matesials.

*Noplan Flisted. '

'Nopmlhmd-

‘Washmmdoam:an@wmmwmbmdmmadwmmm

"Wwwzixmmm;bdnmmmmu?ﬂw
Wymningmm!sdunotpmvidemesfou‘m—ymu )
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ENCLOSURE I A ~ ENCLOSUREN

AK ( 1594 ' 2,366 221 3,504
Ala ¥ [ L o []
Ag' 1412 1,801 2818 - 2971
[ 1,582 2.049 2, 334 2,732
CT & A 5 . ) : L4
DE 1627 2 — 248 3,461
FL. T — Q{ -
GA® 1608 —_3,028] . 3,636 3,181
1A 1416 1,861 A 211191 3138
IL 1582 2,113 2418 3,270
KS 1,655 2,095 2,308 3,676
LA* 1,872 | bl v 8,016 Y

- ME 1,369 2368 26601 2287
M ) ‘ , , (
MO’ 1,520 2207 2,451 - 2,735
MS® 1,657 2,379 2, 87587
MT 1,434/ ‘ 1,792] 2,078 _ 3,007
INC 1,44::“[ | . 1 2,030 _2,480|
ND ‘ » ® N l] , )
NH 1,648 1,886 2144 2,677
NM 1,588] 2,379 | 29151~ 3,058
Nv ) ] K - o L . [

m«:mmmbdnmwuwdemtwﬂm
mmmmwwwmm.mmmm

Cannecticnt materials da not provide rates for 3 Thyear-old. A
mmdammimdommdemiotaw
Genzaapmmmmtamﬂeshﬁngmﬁwmmpnhmmmmmdmbasedmmepomm
aaea:mmeotwrdm
mwmmmpmwu@mmwﬁdmbmnmtdhmmeammmded
'Nomummmwmuwm
Mmmﬁmcmmbuedmmmm.bmmmbymmw
‘Wdﬁmmatedalsmlymdemfwa
Mmmwmmwmmdewmmualmmrwmm A3 of 2000, b\mmmmlongersen
Pammmpmmmmmmpmwﬁmws !
meommmforlucmmmmueﬁsappahmmmemmmmshmasof
2au

' Montana published premiums are based on respanses to a state survey. Same companies provided ranges of
premiums; in those cages, the end poinss of the ranges were used to caleulate the avetages. |
* North Dakota materials do not provide rates for g T6-year-old
® Nebraskn maverials do pot provide rates for e To-yearold
* Nevada marerials do not provide rates far 3 7o-year-old.

h'..
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" ENCLOSURE I - ~ ENCLOBUREN

State —F R T T T ]

NY ‘ : ' 1,667 1,805] - a312 3216
o" 1,587 2151 - 2483 3,583
oK 1,471 ] 1891 2,101 3,100
OR’ 1,486 2,141 2,288 3,332
PA__ 1,666 - 2,033 1,685 2,672
RI I 1,626 1684f 2,064 2,272
SC. ‘ | 1514 | 2,463 268y 3,470
sD’ 1,414 1,870 ‘ 2,335 3,012
X 1587 1916 2485 2,824
m . ) i i [} : a [
VA . 1,3&4! . 1520] 1 o884l
VT ’ , - 2,070 , 2,694
WA 1.387) 1,811 2,2994 2,308
wv . & . ’ a 3
WY 1 5901 2,041 2,540 2 788|

: ’ﬁemmmﬂwmetaraﬂpohcyholderabmdanﬂwmdm&dm -
mwmueasofuanhlm.pmmmbasedmmpmmammy

Somie rates may be from 1998 or eaglier.
Ommmmmmamnmnepmuudmm&weymmud
* Premiums sre as of Deceher 1808, Memamesmdemsadpmmmmmmmem
points were used to caleylate the averages.

* Urah materials do not provide rates for a TH-year<ald.
'Vmanowsﬁ\atmanmwmmumdmmmmamal&

~ No plan F isted. A
?Nopkm!timd.

mmmmmmmbmwdmmdmepumm
“memmshmwmwsmfaammm

’
3
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" ENCLOSUREN | - ENCLOSURE It

ﬁabmﬁmﬂwbmmﬂdypmmaﬁmdwmempw
‘Colmdomesmvawbyhmm. age, sex, and smaking status.
'mmmwmpmemm;mm

* Florida materials do not provide rates for a 80-year<ald.

Gawgammmsmmmm:mthemmuhmmﬂtcammdmhasedondaspuuqvhuldsrs

wumeﬁwedpmw&
 Only mmmmwmmmmnmdnmmmwmw
‘anlanummmhmmrhum
Mmaemuhmmmmbmdmagemmbmcmmbymﬁngm

Michigan matetials do not provide results for 2 80-yearcld

! Mizsouri materials show statewide average annual rates for women Aaoranm inaurers can no longer sell
p@mmmmdmdmemmepomwa‘am

%asisaippi reparts premiums for mcompaniesmmguedsgappohammmelatmmm&measof

' Mantana published premiums are hased on responses 1o 3 Stale Survey. Smnecompmxmmdemof
premiums; in those cases, the end points of the ranges are used 1o calcnlate the sverages.
* North Dakota materials do not provide rates for 8 80-year-old.

" Some companies provide ranges of premiums; mmmwmmwmmamwmm
- AVETRELS.
*Nevada materials donotpmde:atesfara&o-ywm
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AK ~ 1,756 V 2504 2483 3,717
AL 1,806] 2,298 2,531 8,727
AR 1412 1,801 2318 2,771
o 1,687 2,934 2 635 2,044
DE 1804 2718 2,766] 3,669
FL " ; & 9 ‘
GA’ 1,874 3,925 3,844 3,421
A 1,687 2,072] 2,323 3,423
. 1,767 2170 _2.640 3,514
KS 1,768] 2,161 2 4,180]
- — 2,097 | 3 3 467 4,281]
ME' 1,359 - ; 2,36§J 2.650[ 2,237
M1 v
MO/ 1,632 2 2744 3127
MS* 1827 2 378 2 687 3,619
MT 1697 f 1,866 2 208 8,171
f_gc 1612 1,640, 5,261 2,502
ND - m)| [ )
- INE* 1,509] 1,800 2,280 3319
NH L7 1_,9;731 : 2429% . — 5840
NM_ 1.7 57 — 3316 3,348
NV G}Tl - ' 1 ' =


http:GAOJliEHS.QO

ENCLOSUREN - 3 . ENCLOSUREN

' State F "7{7 1 A J T
INY® - 1,66 2312 L 3,216
" |OH 1743 A 2817 2,759 3,807

o) ' 1,643 . 2,036 - 2,384 ' 3352
OR’ ; 1,623 _ __2,280) ; 2468 - 3,643
PA : R | ~ 2,208 . LeBS- - - 2799
Rl : 1,707 = 1,780) : 2 278] 2404
sSC 1,688 = - 2716 _ 2,904 : 3,838
10} 1,683 : 2076 b ESE - 3,332
rrx L1 : . o # ) : o [l
VT - i I o :
WA’ -1 ‘ 1,337} I YCTY] . 2,293 2,398
wY t L3 ’ . - V L . -

S Preqaiums are the same for all policyholders based on the erea of residence - :

Premiums ave as of March 1633; premiums mhmdmmpnwmsmwey A

Same rates maY be from 1068 ar eardier,

wmpmmmn&mmwtammswm hwluderl

Texas malerials do nat provide rates far s 80-year-old.

* Usah materials do not provide retes fara

“ Virginia notes that ner all insurers sre listed in vheir matenals,

* Vermont materials do not pravide rates for a B0-yearald.

"WaﬂmmdoamanowpmmwmmedWofwmm

‘Weammdlidnmtm rates for a BO-yearald.
Wymumenmalsdnmmdemforaao-ywm

(.’IQ
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Amendment Proposed by Senators Snowe. »Wyden and Gordon Smi‘fli“‘%%%

Strike Section 202 and insert the following:
Sec. 202 RESERVE FUND» FOR PRES‘CRIPTION' DRUGS

(a) ALLOCATION. - In the Senate, speuding aggregates and other appropriate
budgetary levels and limits may be adjusted and allocations may be revised for
legislation reported by the Committee on Finance to provide a prescription drug
henefit for fiscal yeare 2001, 2002, and 2003, provided thal this legislarion will

not reduce the on-hudget sirplus by more than $20 billion total during these tlucc .
fiscal years, and provided that the enactment of this Ieglslanon will not cause an
on-budget deficit in any of these three fiscal years.

(b) EXCEPTION.-The adjustments proVidcd in section (a) shall be made for a bill
or joint resolution, or an amendment that is offered (in the Senate), that provides
coverage for prescription drugs, if thie Senate Committec on Finance has not
1cported such legj slatlon on or before Juhy-15, 2000.

 Sephumb wl
(c) ADJ USTMENT - If legmlanon is reported by the Senate Committee on
Finance that extends the solvency of the Medicare Hospital Insurance Trust Fund
without the use of transfers of new subsidies from the general fund, without
decreasing beneficiaries’ access to health care, and excluding the cost of extending
and modifying the prescription drug beuefil crafied pursuant 1o section (&) or (b),
ther the Chairman of the Committee on the Budget may change committee
allocations and spending aggregates by no more than $20 billion total for fi scal
years 2004 and 2005 to fund the prescription drug benefit if such legislation will
not cause an on-budget deficit in either of these two fiscal years,

(d) RUDGETARY EMPORCTMIENT ~Tli rovisiuu vl alivedtions and aggregates :
made under this section shall be considered for the purposes of the Congressional
Budget Act of 1974 as allocations and aggregates contained in this resolution.

S
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" 1. BACKGROUND
Medicare Beneficiaries
Need Prescription Drugs

~ Beneficiaries By Total Drug Spending, 2000

'$1,000 +
38%

 $500-1,000
18% -

SOURCE: Actuaria] Research Corporation for HHS, projected for 2000



Prescription Drug Coverage Improves
Overall Health Care & Outcomes

e Reduces institutional care. According to recent studies:
— Effective treatment for Alzheimer’s victims, including the drug
Tacrine, could keep 10 percent of patients out of nursing homes
— Medicare beneficianies whose Medicaid drug coverage was limited
“were twice as likely to enter nursing homes

 Reduces drug-related complications. Seniors without
insurance for drugs often skip or skimp on medications.
— Drug-related hospitalizations accounted for 6.4 percent of all

admissions in the over 65 population, and an estimated that 76
percent of these admissions were avoidable

Source: Rice, DP., Fox, PJ., Max, W., et. al.. Economic Burden of Alzheimer’s Disease Cardealth Affairs, 1993; 12(2): 164-7; SoumeraiSB et al. Eﬂecy of
Medicaid Drug-Payment Limits on Admissions to Hospitals and Nursing Homes. The New England Journal of Medicine 991; 325: 1072-1077. Bero LA; Lipton, H;
Bird, JA: Characterization of Geriatric Drug-Related HospitalReadmissions. Med Care,1991; 29 (10): 989-1003.




“About 3 in 5 Beneficiaries Do Not Have
Dependable Drug Coverage, 2000

Medicaid |
12% . Medigap,
Managed Care,
Other
: 64% Have
- Retiree . ‘
o Unreliable
or No Coverage
No Coverage “
34% .
4

SOURCE: Actuarial Research Corporation for HHS, point-in-time, projected for 2000



Retiree Health Coverage Is Declining
| 25% Feuer Firms A re Qffering Retiree Health Benefits ‘
- Owr Time, Will Result in Feuer Retirees Haung E mployer-Based Cowerage

- Firms Offering Retiree »Héalth'Coverage -

50% - | . |
: 40% . '
o/ | S »
40% - 30% |
30% . -»
- 20%.-
10%
0% 4 — .
1994 o 1998

SOURCE: Mercer Foster-Higgins, 1998 , | » 5



Medigap Premiums For Drugs Are
High And Increase With Age, 1999

%onthly Premiums

$125 | $114
$101

$100 _
$75
$50 _

$25 .

$126

$0
” Texas -

065 Year Olds

‘Sample Premiums for 1999. “Medigap Premiums for Drugs” are the difference between Plans I ($1,250 benefxt limit) and Plan F

Louisiana

75 Year Olds

‘Nebraska

which is similar but has no drug coverage. President’s plan premium would be $26 in first year.

: ‘Michigan
85 Year Olds

6



Caps on Medicare Managed Care
Drug Benefits Becoming Lower

Nearly Tbree -Quarters Of Plans Will Cap Benefit Payments Ator
Below $1,000 In 2000

| Pmportibn of All Plans \Vith Limits of $1,000 or Below

80% T | | T 0%

60%-

40% +

20%

0%

99 1999 2000

Source: HHS analysxs of plan submissions for 2000; prehmmary Plans with unlimited generics and lmuted brand name drug

" . spending are included with plans that cap all drug spending.



Caps on Medicare Managed Care
Drug Benefit Are Getting Lower

Proportzon Of Plans With A $500 Or Lower Limit Has
| Increased By 50%

'Proportion of Plans With Limit of $500 or Less

40% T

30% |

21%

19%

- 20%

10% -

| 1998 1999 2000

Source: HHS analysw of plan submissions for 2000; preliminary. Plans with unlimited genencs and limited brand name drug
spending are included with plans that cap all drug spending.



‘Most Uninsured Are Not Low-Income
Orer Half of the 13 Million Medicare Bengficiaries Who Lade Drug Corerage
Hawe Im Greater Than 150 Percent of Porerty (about $17,000 for a couple)

Income of Beneﬁc1anes Without Drug Coverage 2000
(As A Percent Of Poverty)

. 22 LA Less Than 100%

Greater Than 150% .

of Poverty
- of Poverty
54%
2 / 24% ‘
100 to 150%
~ of Poverty

SOURCE: Actuarial Research Corporation for HHS, projected for 2000
In 2000, 150 percent of poverty for a single person is about $12,750, for a couple is about $17,100



Lack of Insurance Affects All

, ~ Medicare Beneficiaries
| Benq‘iaana LademgCozemgeAmSmtteminwgbm%elmSpaxm 2000

100%- —

N " 0850000
S $30-50,000
 50% W $20-30,000
| - . W $10-20,000

25% {1 o E— l — O <$10,000
0% L —
All Uninsured

10

SOURCE: Actuarial Research. Corporation for HHS, point-in-time, projected for 2000



The Lack of Drug Coverage Today Is Similar
~ to the La’ckof Hospital Coverage in 1963

- Seniors With Insumnce in 1963, and \Vith Drag Coverage

Throughout the Year in 1996
100% - |

80% -

60% - 56% | 53%

- 40%

20% -

1963 1996 ‘

; o _ S 11
SOURCES: Moon, (1996) “What Medicare Has Meant to Older Americans,” Health Care Financing Review.

Commonwealth Fund, based on Medicare Current Beneficiary Survey, 1996; publication forthcoming



II. PRINCIPLES

Accessible and _Voluhtary for All Beneficiaries |

- Competitive and Efficient Administration

Provides High-Quality, Needed Medications

-« Affordable to Beneficiaries and the Program ’

12



II. PRESIDENT’S PROPOSAL
~ Accessible and Voluntary

+ Option for All Beneficiaries
-~ — Not limited to low-income beneficiaries

- — Provides option to those with few or no choices

| . Ac‘cess Through Either Traditional Medicare or |
. Medicare Managed Care

— Both options would offer enrollees high- quahty, prlvately
managed prescnpuon drug coverage

+ Ensures Adequate Access to Pharmacists o
13



Affordable To Bene.ﬁciaries & Medicare

L . Affordable for Beneficiaries & Program

— $26 per month in the first year (50 percent of total premium) o
— No or reduced premiums for low-income beneficiaries

 — Provides pnvately-negotiated discounts, gained by pooling |
~ beneficiaries’ purchasing power, for all drug expenses

‘+ Assures Minimum Benefit
 — All participating beneficiaries would pay no deductible

— Plan would pay for at least 50 pe'rcent of expenses up to $5,000
(phased in); privately-negotiated discounts available after limit

N . ’Linl‘its ‘Risk Selection énd Keeps Benefit Affordable

14



Competitive and Efficient
- Administration '

. Structured Like Private Insurance Coverage

—~ Gornpetmvely selects private benefit manager to deliver
- benefit to enrollees in traditional program

- — Managed care plans can offer the benefit directly or
contract with a private benefit manager for the services

— No price controls, no new bureaucracy
— Integrated into Medicare’s eligibility & enrollment system

« Incentives for Retiree Employer Coverage
— Premium assistance provided to employers that choose to
offer or retain retiree drug coverage s



" Provides High-Quality, [ ,
Necessary Medlcatlons

o Assures Access to Needed Medlcatlons

*_ Private entities that use formularies must ensure access to
| medlcatlons off formularylf phy51c1an deems medlca]ly
necessary o

| E Encourages ngh Quahty Coverage |

- — All benefit managers Would meet minimum quahty
 standards | :

— Benefit managers must use of state- of the-art quahty o
improvement tools -

16
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PRESIDENT WILLIAM J. CLINTON
REMARKS ON THE FY 2001 BUDGET
THE WHITE HOUSE
February 7, 2000

: Acknowledgments: My economic team. Sec. Summers; John Podesta; Gene Sperling;
Jack Lew; Sylvia Mathews; Martin Baily; Bruce Reed; the staff members of OMB who are here
today and have worked so hard to put together this budget.

Today I am submitting my budget for fiscal year 2001. It is the eighth budget I have had
the privilege to present as President. It is a balanced budget — and a balanced approach to our
national priorities. By maintaining our fiscal discipline, by paying down the debt and extending
the life of Social Security and Medicare, this budget enables us to invest in our ﬁ:tum and, most
important of all, our families.

Eight years ago, opportunities like these seemed, to many Americans, a distant hcpe
Irresponsible policies had piled deficit upon deficit, quadrupling the debt in just 12 years,
sending interest rates high and keeping growth low. I said then that we needed a new course for
a new economy.

Today, at the dawn of this new century, we have charted that course ~ of fiscal chsclphne,t
expanded trade, and investment in our people. And, as I said in my State of the Union Address,
we have built that new economy. In the last seven years, it has generated nearly 21 million new
jobs; an unemployment rate of 4.0 percent last month, the lowest in 30 years; the fastest
economic growth in more than 30 years; the lowest poverty rates in 20 years; the highest
homeownership ever. And this month, America will achieve the longest economic expansion in
our entire history.

This is the right kind of growth: driven by private-sector investment, not public-sector
spending. As a share of the economy, federal spending is the lowest since 1966. Federal
deficits, the only way to sustain that level of spending, are last century’s news. By balancing the
budget for the first time in a geperation, we have turned record deficits into record surpluses -
the first back-to-back surpluses in 42 years. And this year, according to our latest proj ections,

we’ll make it three in a row, and hit a new high of $167 billion. .

If we stay on the path of fiscal discipline that got us hexe, we can reach even greater
heights of prosperity. And we can achieve something that was once inconceivable: we can
make America debt-free for the first time since Andrew Jackson was President, in 1835.

Take a look at this chast. You can see the mountain of debt that built up during the 12
years before I took office, and you can see what we’ve done to reverse the trend. By the end of
‘this year, we’ll have paid down the debt by nearly $300 billion. But you can also see that the
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debt is still far too high. Now, let me show you what our budget does to the debt. [walk over to
chart and draw line to the boftom.] Our budget eliminates the debt entirely by 2013.

Now, the chart may make me look a little like an economics professor, but there’s
nothing academic about these issues. Fiscal discipline matters to all of us. When interest rates
fall, more Americans can buy homes, retire student loans, start -new businesses. And when
deficits disappear, more capltal is freed up to create wealth, jobs, and opportunity at every level
of our economy.

Our budget ensures that the benefits of debt reduction go to strengthen two of the most
important guarantees we make to every American: Social Security and Medicare. It makes a
critical down payment on Social Security reform by crediting the interest savings from debt
reduction to the Social Security Trust Fund — keeping it strong, solvent, and sound for the next
50 years.

Today we also take significant steps to strengthen and modernize Medicare. . Our budget
dedlcatcs [more than half] of the non-Social Security surplus to guarantee the soundness of
Medicare, and to add a long overdue, voluntary prescription drug benefit. When I became
President, Medicare was projected to go bankrupt by 1999. Today, it's secure until 2015, thauks
to the tough choices we’ve already made. With the further reforms in this budget, and the
investment of this share of the surplus, we can extend the life of Medicare until at least 2025.

My budget also provides funds to give every older American, at long last, a choice of
affordable coverage for prescription drugs. Lifesaving drugs are an indispensable part of modern
medicine. No one creating a Medicare program today would even think of excluding coverage
for prescription drugs. Yet more than three in five Medicare beneficiaries now lack dependable
drug coveragé which can lengthen and enrich their lives. My budget would extend them this
lifeline. It also creates a reserve fund of $35 billion to build on this new benefit, and protect
those who carry the heavy burden of catastrophic drug costs.

Our budget will help meet America’s other pressing priorities. It makes historic
investments in education — from HeadStart to afterschool, from school construction to more and
better teachers. It expands health care coverage for more than 5 million uninsured children and
families. 1t makes unprecedented investments to speed discoveties in science and technology. It
funds more police and tougher gun enforcement to make America the safest big country on earth;
and makes the critical commitments to keep our military the best-trained and best-equipped in
the world. Finally, it does more to invest in America’s new markets - from the inner cities to
poor rural areas and Native American reservations.

We also offer tax cuts to America's working families: to help pay for college or save for
retirement; to help care for aging or ailing loved ones; to reduce the marriage penalty; and to
reward work and family with an expanded Earncd Income Tax Credit. We can do these things —
but only if we maintain the fiscal discipline that got us here. We can do them only in the context
of a realistic, responsible, balanced budget. This is that balanced budget.
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The first steps we take into the 21* Century must be the right steps. The decisions we
make today will help our children meet the tests of tomorrow. And that is all any of us could
ever wish for or work toward. Thank you
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LISTFORYOU

Revised Statement on Budget
I got a call that these edits NEED to be in TONIGHT. You should page Jeff Shesol.

2. Gene Therapy
: Melissa called to say that she had a conversation with Bruce and he was ¢kay with NOT
announcing any new actions that NTH / FDA are taking on this issue on Tuesday. He did
tell her, however, that we would still have to reference it in the remarks. She was okay
with that as long as she can review the language, which he agreed to send over. Eruce
apparently also talked to the Secreta.ry

3. Budget Rollout
OMB is making edits to the budget paper, so I don’t want to send you the versions I have.
I will send you the versions once they are edited — sometime tomorrow okay?

Also, Jeanne and I have the Secretary’s testimony on the budget We will edit together
and give you our version this weekend.

4. Breast Cancer
Dan wanted me to tell you that he was trappcd by Eshoc’s staﬁ‘ person and did not tell the
world about our proposal. Also, you should koow that Jeanne’s conference call went
great — they did everything but give her a medal. In addition, our real person was
inftgrvicwed by NBC. I am suspecting that I will need your edits on the g&a for the press
office

5. ‘Maine, Massachusetts, and Tim Wes'tmoreland
Tim called 1o let you know that Maine is almost ready to go ~ pzrobably early next week.
He wants you to take care of communicating this issue to Sarah B — Mary Beth Donahue
told him that he should not do this directly because it is w00 political.

6. Alternative Medicine Commission
Please do not forget that you need to call Harkin's office to review the slate.

7. Charts for your presentation on Sunday
Jeanne is taking care of you She is also going to blow that cartoon up into a chart for
you = 50 you can throw out the 40 copies I made.

CAY By he
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CONFERENCE ITINERARY

IMPROVED ACCESS TO HEALTHCARE
FOR AMERICA’S FAMILIES

SATURDAY, FEBRUARY 5, 2000:

4:00 PM - 10:00 PM CHECK IN & REGISTRATION
‘ : {(Garden Room at the Homestead Resort)

*If you arrive after 10:00 p.m. you will have to pick up your conference registration

materials Sunday morning

8:00 PM - 7 DINNER

SUNDAY, FEBRUARY 6, 2000:

. 7:00 AM - 8:00 AM - . BREAKFAST ’ -
12:00 PM CHECK OUT*
12:30 PM - 1:30 PM R LUNCH
1:45 PM - 3:00 PM . Improved Access to-Healthcare for America’s
Families ;
(Lexington)

*Please remember to checkout before the deadline. A holding room will be available for your
luggage. ‘ |



MEMORANDUM

TO:

FROM:

RE:

DATE:

Panel Participants

Rep. Martin Frost
Rep. Robert Menendez

Improving Access to Health Care for America’s Families

February 5, 2000

The following is a timeline and summary of topics to'be covered during the Access

Panel:
1:45

1:45-1:52

1:53-2:00

2:01-2:11

2:12-2:22

2:23-3:00

Panel Begins

Congressman Pallone sets up panel, introduces topic and provides
background/status of issue in the House

Congressman Dingell discusses politics of the issue in the House, issues
surrounding GOP approach in Patients’ Bill of Rights, and how Democrats
win this issue

Judy Waxman briefly poses the problem of the uninsured (focusing on
middle income, as well as the poor), provides anecdotal information for
Members to use in framing the issue, raises some of the problems with the
GOP access bill, and discusses Families USA effort to expand access

Chris Jennings discusses President’s proposal for expanding access,
including anecdotal information for Members

Members Q & A



2000 Democratic Caucus 'Issﬁes Conferehce
February 5-7, 2000

The Homestead Resort Restaurants
Meal Options

Breakfast

Homestead Dining Room " 7:00 am - 10:00 am
Lunch _ |
Homestead Dining Room 12:00 noon - 2:00 pm .
(Closed Monday only) _ ‘ '
Sam Snead’s Tavern 11:30 am - 3:00 pm
*Friday — Sunday Only* -
Café Albert on Cottage Row 11:00 am — 4:00 pm
~ Dinner
Homestead Dining Room 6:30 pm - 9:00 pm
3 Coat & tie are required at dinner.
Sam Snead’s Tavern - 5:30 pm - 9:30 pm
Player’s Pub - 7:00 pm -'12:00 am

The Player’s Pub offers lighter food like pizza & nachos.

Dinner reservations are required and can be made by calling
1-800-838-1766 (option 4 on the automated menu).

For all meals, be prepared to present the room card that you
received at check-in. This will cover your dinner on the day
you arrive and your breakfast and lunch on the day you
~ depart. Alcoholic beverages are not covered and will be
charged to your room. . :
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" THE WHITE HOUSE

~ Office of the Press Secretary
{Cleveland, Ohio)

For Immediate Release March 13, 2000

REMARKS BY THE PRESIDENT
TO THE CLEVELAND COMMUNITY
ON PRESCRIPTION DRUG BENEFIT

_City Public Library |
- -Cleveland, Ohio

2:55 P.M. EST

THE PRESIDENT: Thank you very much. Thank you. First, | think Wanda did a pretty good job, -
don't you? Let's give her another hand. (Applause.) | am delighted to be here in Cleveland. | want to
thank all the people who are up her with me -- Alice Katchianes, thank you for being here. And, Mr.
Venable, thank you for your welcome. If I could sing like that I'd be in a different line of work. (Laughter.)



| thought that was great. :

1 want to thank Congressman Sherrod Brown and Congressman Dennis Kucinich;
Congresswoman Stephanie Tubbs Jones; my great friend, Lou Stokes; all the other officials who are here
today. State Representative Jack Ford; County Commissioner Jimmy Dimora; State Senate candidate

- Donna MacNamee, a woman | met at the dedication of the FDR Memorial, at President Roosevelt's '
wheelchalr 'm glad to see her here.

| want to say a special word of appreciation to C«ongressmanADick Gephardt for his leadership and
his passionate commitment to this and so many other good causes. Without him and these other
members of our caucus, we wouldn't have a prayer of passing this proposal today. And | thank him.

‘ And | want to say, obviously, how pleased | am to be
here with Donna Shalala, who is, as Dick Gephardt suggested, not oniy the longest serving, but by a good
long stretch, the ablest and best Secretary of Health and Human Services this country has ever, ever had.
(Applause.) And | love to see her mother, and I'm glad she made room for me at tax time. (Laughter.) |
told her, | said, you know, when | get out of this job, | hope | need the services of a tax lawyer. (Laughter.)
Right now, it's all pretty straightforward. But that was, without a doubt, the shortest speech | ever heard a
lawyer give, what she said to me. (Laughter ) You probably doubled your busuness just by being here
today. .

| do love coming to Cleveland, and you heard Donna say that we have a lot of people i in thrs ‘
administration from Cleveland, including my Deputy Chief of Staff, Steve Ricchetti, who.is Here today. But
Clevelanders they may go anywhere, but they never get it, Cleveland out of their soul.

If you go into Steve's offlce there is a great photograph from the opening day of baseball at
Jacobs Field in 1994. Now, | remember that because | threw out the first pitch. But Steve's got the
picture on the wall because when | threw the pitch, everyone was absolutely stunned that it didn't hit the
dirt -- (laughter):-- -and Sandy Alomar caughtit. So he really got -- I'm incidental to the picture. He's got
Sandy Alomar catching a ball which he was convinced would go into the dirt. | thought | did pretty well for
a guy who played in the band, myself. (Laughter )

Let me say, this is a great time for this city and a great time for our nation. As | said in the State
of the Union address, | hope this time will be used by our people to take on the big challenges facing
America. One of those big challenges is what to do about the aging of America, which is a high-class
problem. Thatis, we're living longer, we're living better -- and the older I get, the more I see that as an
opportunity, . not a probiem. But it does impose certam chaIIenges on us.

“There is also a challenge to modernize our health care systems and to do other things to increase
the health care of the American people. And that's what we're here to talk about today.

But because this is my only formal opportunity to be before -- thenks to you - before the press
and, therefore, the American people, | would like to just refer to another issue that relates to the health
and safety of the American people, just briefly..

| have been fortunate enough to have the support of the members of Congress on this stage in
our efforts to drive the crime rate down; to make our streets safer in Cleveland, and every other major city
in America is a safer place than it was seven years ago. We have a 25-year low in-crime, a 33-year low in..
the gun death rate. And}am grateful for the support | have received to put more police on the street, to .
have more summer school and after-school programs for young.people, and to do more to keep guns out
-of the hands of criminals -- banning the cop-killer bullets, the assault weapons ban, the Brady Bill -- wh ch.
has kept half a mrlhon felons, ‘fugitives and stalkers from getting handguns :

Now, all of you know we had some tragic deaths last week. We had that six-year-old girl killed in



Michigan by a six -year-old boy, who was a schoolmate of hers.- We had ternble shootings in Memphis. ,
And just in the last year we had the horrible incident at Columbine High School, almost ayearago; and in
the year before that, lots and lots of school shoot:ngs : :

Now, after Columbme, I suggested that what we ought to do is to, number one, make sure there
were child safety locks on these guns; number two -- which .would have made a big diffefence in the case
of children getting the guns. Number two, make sure we ban the importation of large ammunition clips
which make a mockery of the assault weapons ban because they can't be made or sold here in America,
but they can be imported. Number three, close the Ioophole in the background check law, the Brady law,
which says people can buy handguns at gun shows or urban flea markets and not have to do a
background check. It's a serious problem. And fourth, | think when adults intentionally or recklessly
let little kids get a hold of guns, they should have some sort of responssblllty for that.

And so | asked the Congress to do that. Eight months ago, Vice President Gore broke atie in the'
Senate and passed a pretty strong bill, and then a bill passed in the House that was weaker. And | asked
them to get together and pass a final bill. And they never even met until last week when we got them
together, after this last round of horrible shootings. :

, And | ask all Amencans to join me, because | thmk these things are reasonable. Thls won't affect
~anybody's right to hunt or sport—shoot or anythmg but 1t will save kIdS lives. A :

~ The response we got from the National Rifle Assocuahon was to.run a bunch of television ads
attacking me. And yesterday morning | went on television again to talk about these measures. I'm not
trying to pick a fight with anybody; I'm trying to fight for the lives of our kids. But | want you to see what

. . we're up against whenever we try to change here

, The head of the'NRA said yesterday —-lwantto quote -he sasd that my support of these

" measures was all political, and he said this: “I have come to believe that Clinton needs a certain level of
violence in this country. He's wullmg to accept a certain level of killing to further his political agenda -- and
his Vice President, t00."

“Well, he could say that on televrsnon | guess. I'd like to see him. look into the eyes of Ilttle Kayla
Rolland's mother and say that. Or the parents at Columbine, or Sprmgfleld Oregon, or Jonesboro
Arkansas. Or the famii ies of those people who were shot in Memphis.. .

| say that, again, to emphas ze change is hard, but sooner or later, if you know you ve gota
problem, you either deal with it or you I|ve with the consequences.” And the older you get, the more you -
understand that.

We do not have -- I'm grateful'that our country is a safer place than it-was seven years ago. |,
don't think it's safe enough. | don't think you think it's safe enough. 1 don't think you think it's safe enough
for seniors; | don't think you think it's safe enough for.little kids. And if we can do more things to keep
guns away from criminals and children, that don't have anything to do with the legitimate right of people
. go hunting or engage in sports shooting, we ought to doit. And we ought not to engage in this kind of
political smear tactics. (Applause )

4 Now, | feel the same way about this issue. And | want to try to explain to you what is going on
now with this issue, because most people in America -- you heard Dick Gephardt talk about it -- most
people in America think, well, why are we even arguing about this? Well, all health care issues are
fraught with debate today| | know you're having a big debate here about hospital closures in Cleveland,
and | don't know enough about the facts to get involved with it, but I'll tell you this. ‘One of the problems
we have is, there's too much uncompensated care in America. .

And we're trying to -- we're tryihg hard,',the people you see-on this stage, we're trying hard to



make sure every child that's eligible is enrolled.in the Children Health Insurance Program that was created
in 1997. We want Congress to let their parents be insured under the same program. We want people
over 55 but under 65 who aren't old enough for Medicare, but have lost their insurance on the job, to be
able to buy into Medicar_e, and we want to give them a little tax credit to do it. If we do things like this,
then, whatever happens, in Cleveland or anyplace else, will have to be determined based on the merits of .

" the case, but at least the people who need health ‘care will be able to know that the people who give it to
them -- whether it's hospitals or doctors or nurses or whoever,-- will be able to get reimbursed for it. And

that's a very important thing. | hope you'll support us in th;i '

And then we come to the issue at hand. Now, what's this about, this prescription -- you all know
what it's about. If we were starting -- suppose | came here today as President and | were in my first year
as President and | proposed Medicare, just like President Johnson did in 19865, in the first full year after he
was elected -- and | told you in 1965 what he said, it would be fine. Butin 2000, if | said, okay, I'm going
to set up this health care program for senior citizens, and you can see a doctor and we'll pay for your
hospital care, but even though we could save billions of dollars a year keeping people out of hospitals and
out of emergency rooms by cover ing the medicine, we' re not going to cover medicine. “

If we were starting today given all the advances in prescription drugs in the last 35 years, you
would think | was nuts, wouldn't you? The only reason that prescription drugs aren't covered by Medicare
is that it was started 35 years ago, when medicine was in a totally different place. That's the first thing.

The second thing | want to say is that it has really cost us a lot not to cover these seniors. And
you see American seniors, for example, who live in New York or Vermont, going to take a bus trip to
Canada because they can-buy drugs made in America for 30 percent less - because very often the
seniors, the people that are least able to pay for these drugs, are paying the highest prices for them.

Now, that's why our budget has this plan. And | want to tell you exactly what we propose, and
what we're all up here on this stage supporting today. We want to provide with Medicare a prescription
drug benefit that is optional, that is voluntary, that is accessible for all -- anybody who wants to buy into it
can -- a plan that is based on price competstion not price controls - that is, we don't want to control the

. price, but we want to use the fact that if we're buying a lot of medicine, seniors ought to be able to get it as
cheap as anybody else. .(Applause.) And we also want it to be part of an overall plan to continue to
modemize Medicare and make it more competitive.

Becéueé l‘can tell you, I'm the oldest of the baby boomeré and ;ﬁeople in my generation, we're
plagued by the notion that our retsrement could cause such a burden on our children, it would undermlne .
their ability to raise our grandchildren. We don't want that. :

Now, medically speaking, this is not just the right thing to do, it is the smart thing to do. As i said,
we already pay for doctor and hospital benefits. But an awful lot of seniors go without prescription drugs
-- and preventive screenings, | might add -- that ought to be a part of their health care. We've worked
hard to put preventive screenings back into Medicare, for breast cancer, for osteoporosis, for prostate
cancer. These are very, very. important. But not having any prescription drug coverage is like paying a
mechanic $4,000 to fix your englne because you wouldn't spend $25 to change the oil and get the filter
replaced.

‘In recent months | have been réally encouraged because a number of Republicans have
expressed an interest in joining us to do this. And we can't pass it unless some of them join us, because
we don't have enough votes on our own. - But so far, the proposals they're making, | think, are not
adequate, and I'll explain why.

There are two different proposals basically oéming out of the Republicans. Some of them
propose giving a block grant to the states to help only the poorest seniors, those below the poverty line.
That would leave:the middle-income seniors, including those that are lower-middle-income, just above the



poverty ling, to fend for themselves. And here in Ohxo 53 percent of aH the semors are mi ddle -income
seniors. None of them would be covered by this plan.

In 1965, when Medicare was created, some in Congress used these very same arguments. They
said, we should only pay for hospital and medical care for the poorest seniors. They were wrong then,
and they're wrong now. More than half the seniors today without any prescrlptlon drugs at all aré’
middle-class seniors. | want to say that again. More than half the seniors without any prescription drug at:
all are middle-class seniors. On average, middle-class seniors without coverage buy 20 percent less
drugs than those who have coverage, not because they're healthier, but because they can't afford it.

And even though they buy 20 percent less medication -- listen to this -- because they have no
insurance, their out-of-pocket burden is 75 percent higher. Without insurance, 75 percent higher.

So | say, let's do this right. This is voluntary, we're not making anybody do it. Butwe oughtto
offer it to everybody who needs it: It doesn't take much, if you're a 75-year-old widow to be above the
so-called federal poverty line. You can have a tiny little pension tacked on your Social Security and you
can be there. But if you've got -- as you've just heard -- $2,300 worth of drug bllls ayear -- and a lot of
people have much higher -- it's a terrible problem

- Now, some other members of Congress are proposmg a tax deductlon to help subsidize the cost
of private Medigap insurance. If any of you own Medigap, you know what's the matter with that proposal.
-This proposal would benefit the wealthiest seniors without providing any help to the low- and
middle-income seniors. And the Medigap marketplace is already flawed. Today -- listen to this -- in
Washi ngton the General Accounting Office is releasing a report that shows that Medigap drug coverage -
starts out expensive and then goes through the roof as seniors get older. On average, it costs about $164
a month for a 65-year-old to buy a Medngap plan with drug coverage, and premiums rise sharply from
there.

For example, in Ohio, an 80-year-old person would pay 50 percent more than a 65-year-old
person for the same coverage under Medigap. This is not a good deal, folks. We don't want to put more
money into this program. It is not a good deal. Even those who offer Medigap plans say the approach
wouldn't work, because it would force Medigap insurers to charge excessively high premiums for the
~ drugs or to refuse to participate at all.

Now, there’s another problem that we have in the Congress, which is that the congressional
majority just last week voted on budget resolutions that together allocate nearly half a trillion dollars to tax.
cuts. And if we cut taxes that much, we won't be able to afford this. And we may not be able to save

-Social Security and Medicare and pay down the debt, and have money left over to invest in the education
of our chlldren

I'm for a tax cut, but we've got to be able to afford it. And we, first of all, have got to keep this
. economy going. We need to pay down the debt. We can get out of debt for the first time since 1835,
within a little more than 10 years, if we just keep on this road. A ot of you never thought you'd ever see
that. :

We can lengthen Social Security out beyond the life of the baby boom generation, We can put 25
years on the Medicare program, which is longer than'it's had in blows and blows, a long time. And we can
add this prescription drug coverage. But we can't do it if the tax cut's too big, and we shouldn't do it in the
wrong way and say you can only get it if you're really poor, or'you can only get it if you buy into Medigap.

Now, let me tell you why this is such a big deal. The average 65-year-old in America today has a
life expectancy of 82 to 83 years. The average 65-year-old woman has a life expectancy higher than that.
The fastest-growing group of American seniors are those over 85. So to knowingly lock ourselves into a
program that would get 50 percent more expensive as you. got older and older, and needed more and. .



more medicine and had less and less money does not make much sense. .

. We have given them a good program. - It is the right thmg to do. And so | would like to ask all of
~ you to help all of these members of Congress on the stage, and to tell the people in Washrngton look, this
is not a partisan issue. You know, a lot of people say, we don't want to do this; this is an election year.:
Look, they can name this prescription drug program after Herbert Hoover, Calvin Coolidge and Warren
Harding. It's fine with me. | don't -- put some Republican's name on it. | don't care. Just do it, because
it's the nght thing to do for the seniors of this country (Applause )

So | would just |mplore you, help us pass this. Wnte to your United States senators. Tell them'it's
not a partisan issue. Tell them what life is like. Tell them it's not right for seniors in Ohio to pay 30 to 50 -
percent more for medicine than seniors in Canada pay for the same medicine that's made in America in
the first place. Tell them it's not right for you to need something you can't have, so you get sick, but then
when you show up at the emergency room, it gets paid for.

, ~ We can afford this. Everybody in America has worked hard for it. We've got this budget in good
shape. We can make a commitment to our future. If you think is necessary now, imagine what it's going
to be like when the number of seniors doubles in 30 years.

That's the last point | want to leave you with. Look how many seniors there are in Cleveland
today. In 30 years, the number of people over 65 will double, and Donna Shalala and | hope to be among
them. (Laughter.) And you think about it. And then the average age in America will be well over 80.

- Now, if we have to take care of all these people by waiting until they get sick and they go to the
hospital, instead of worried about hospitals closing, 30 years from now you'l worry about the city going
bankrupt because everybody will be in.the hospital. We've got to be healthier, we've got to keep people
healthy. We need to keep them playing tennis, like Lawyer Shalala there; but we also need to be able to
give people medication to keep them out of the hospital, and to manage people in a way that will
maximize their health. This will be a huge issue. .

‘ So | implore you, this country -- this is the first tirrie we've been in shape to do this in 35 years.
We can do this now. And we can do it now and take care of the future. We can help the seniors of today - -
and take a great burden off of tomorrow. But we need your help to do-it.

Again, | implore you, talk to your members of Congress, talk to your senatoré. “Tell themit's nota
partisan issue, it's an American issue, it's a human issue and it's a smart thing to do.

Thank you and God bless you. (Applause.)

END SRR 317 P.M.
EST ~ S
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Republican Arguments Against Modernizing Mediczire In 1999
Echo Their Arguments Agamst Creating Medlcare In 1965

‘ Thlrty-four years ago, on July 3() 1965, President Lyndon Johnson signed Medxcare into law
Arguments that Republicans opposed to the creation of Medicare used were very similar to those
used by Republicans today opposed to strengthening and modernizing Medicare.

1965
Arguments Against Medicare
Hospital and Physician Coverage

1999
Arguments Against Medicare
Prescription Drug Coverage

Sen. Milward Simpson (R-WY)

“Presently, over 60 percent of our older .
citizens purchase hospital and medical
‘insurance without Government assistance.
This private effort would cease if Government

benefits were given to all our older citizens.”
[Sen. Congressional Record (#15874), 7/8/65]

Sen. John Williams (R-DE) «
“Such a program of complete coverage without
regard to need is socialized medicine and it has
failed in practically every country which has
thus far tried it. In every instance it has resulted
in a deterioration of doctors’ services.” [Senate
Congressional Record (#16147), 7/9/65]

Rep. John Anderson (R-IL):

“It will needlessly force duplication of
coverage for those over 65 who are already
adequately covered at no cost to themselves
under adequate programs of group health
insurance, provided by their employers, their
unions or by other organization. These people
have no need for a government program.”
[House Congréssional Record (#7376), 4/8/65]

Rep. Tim Carter (R-KY)

“We are now ernbarkmg on a new adventure in
medical practice, one in which the rich will
enjoy the same free medical care we have
always given the poor. I would ask if the -
_expenditure of these vast sums of money is
necessary to help the rich instead of the poor
-who really need the help.” [House
Congressional Record (#7410), 4/8/65]

Senate Majority Leader Trent Lott (R-MS)

| “Why would you want to make it available to

people, many of whom already have it now?
In fact, 68 percent of people on Medicare have
prescription drugs in one way or another.”
[Federal News Service, 6/29/99]

o House Majority Leader Dick Armey (R-TX)

“It's been the tradition in the president's party
to do one size fits all. If you have 31 percent

| of people with a problem, you ought to put

together a 31 percent solution, not a 100
percent solution.” [Associated Press, 6/29/99]

Sen. Phil Gramm (R-TX) '
“It isn't a matter of whether there ought to be a
prescription drug benefit offered by Medicare, .

_| but whether we're going to help those who

need it most or launch'a "universal" program
we don't need and can't afford.... New drug
benefits should go to those who need them —
roughly a third of retirees — not to the two-
thirds who are already covered,” [Op-Ed by
Sen. Phil Gramm, USAToday, 6/30/99]

Sen. Rick Santorum (R-PA)
“What we need to do is focus our resources

| toward lower income people and really narrow

the benefits, particularly to those who have
higher prescription drug bills.” [Mormng Call

| (Allentown) 6/30199]




PRESIDENT CLINTON AND MEMBERS OF CONGRESS HIGHLIGHT NEW
' ANALYSIS SUPPORTING ADMINISTRATION’S PRESCRIPTION DRUG
PLAN
March 13 2000

Today, President Clinton will pammpate inan event in Cleveland to hlghhght new data

documenting the financial burdens middle-income Medicare beneficiaries face in

purchasing prescription drugs and accessing affordable insurance coverage for these

lifesaving medications. The analysis being released today shows that: (1) middle-income
beneficiaries without prescription drug coverage purchase 20 percent fewer drugs but pay -

about 75 percent more out-of-pocket than those with drug coverage; and (2) premiums
- for prlvate Medigap insurance with drug coverage — mostly purchased by middle-class
seniors — are extremely expensive and get more costly as beneficiaries age. These
findings, combined with additional recent research, reveal the shortcomings of some,
narrowly—targeted proposals by some in the majority party that fail to cover middle-
income seniors. The President today will renew his call for his own comprehensive
reform plan that includes a voluntary drug benefit acce551ble to all Medlcare
beneﬁc1arles . ;

LOW—INCOME BLOCK GRANT WOULD EXCLUDE MILLIONS OF SENIORS
Some Republicans propose to expand prescription drugs through a block grant to states to
cover low-income seniors. While low-incomé Americans would certainly benefit from a
prescription drug benefit, the data show that targeting only the low-income would leave ,
mllhons of seniors w1thout affordable, dependable coverage. . '

. Middle-income seniors without drug coverage purchase fewer prescription drugs :

" but pay more out-of-pocket. Analysis by the National Economic Council shows
~ that middle-income beneficiaries without coverage average 20 percent fewer -

. prescriptions but spend about 75 percent more out-of-pocket on drugs than 1nsured

middle-class beneficiaries. : :

e Over half of Medicare beneficiaries who lack prescrlptlon drug’ coverage have
income above 150 percent of poverty. This

is the income limit (about $17,000 for.a

- couple) for most low-income block grants. Most Elderly in Ohio Are

‘Middle Income .

¢ In Ohio, most seniors would not qualify for
a low-income block grant. There are’
776,000 middle-income seniors in Ohio who -,
earn too much income to receive assistance in
a low-income plan but too little to be able to
afford expensive private premiums.

315 -
50,000:
53%

$50,000 +;

10%

e Governors oppose shifting responsibility of —
drug coverage for seniors to states. Although some states hiave extended Medicaid
coverage to additional low-income seniors, the National Governors” Association, at
its meeting last month, called on Congress “not to shift the cost or responsibility of
any new prescription drug benefit for seniors to states.”



RELIANCE ON FLAWED PRIVATE MEDIGAP AND TAX APPROACHES
LEAVE MAJOR GAPS IN COVERAGE. Others in Congress propose solving the
prescription drug problem by expanding private Medigap insurance and through tax
breaks rather than creating a voluntary Medicare prescription drug benefit. But such
policies would disproportionately assist high-income seniors and would still leave
millions of middle-income seniors without a dependable, affordable option. And because
they do not promote group purchasing, these approaches cannot leverage price reductions
for seniors. : '

e New General Accounting Office (GAQO) data being released today show private
Medigap premiums are expensive — especially for older seniors. On average, it
costs about $164 per month for a 65-year old to buy a Medigap plan that pays for
prescription drugs and lower cost sharing (seniors cannot buy insurance for

_prescription drugs alone). Monthly premiums range from $107 to $249.

° 1In most states, Medigap for an 80-year old costs 33 percent more than the
same coverage for a 65-year old. In all but 12 states, Medigap insurers can
charge premiums based on age.. As a result of “age-attained rating,” younger
seniors, who are healthier and wealthier, sign up for coverage but get priced out of
Medigap as they age — and just as they need coverage most. The average
premium for Medigap with prescription drug coverage is $217 per month for an
80-year old — 33 percent more than the same coverage for a 65-year old.

° In Ohio, an 80-year old can expect to pay over 50 percent more -- $84 per
‘month — than a 65-year old for Medigap that includes prescription drugs.
For seniors on fixed incomes, this can be prohibitively expensive.

° Extra amount for a plan with prescription drugs is high. A 65-year old
beneficiary pays nearly $60 more a month for a Medigap plan with prescription
drugs than for one without drugs. In some states, the extra cost for the plan with
drugs is higher than the value of the coverage itself ($1,250 per year).

e. These high and variable premiums help explain why only about 10 péercent of
beneficiaries get prescription drugs through Medigap — and why almost half of
these all Medigap enrollees do not keep it for the entire year. A recent study
found that Medigap is the most unreliable source of prescription drug coverage.

e A new prescription Medigap plan covering only prescription drugs would be
prohibitively expensive or inaccessible altogether. Medigap insurers have testified
that the likelihood of attracting sicker beneficiaries in this type of option would force
them to charge excessively high premiums or not participate at all. ’

¢ Providing tax breaks for prescription drug costs miSses many seniors. Aboﬁt 40
percent of seniors do not have any tax liability and-thus would not be helped by a tax-
-based approach to helping cover prescription drug costs.

¢ Tax and Medigap approaches not only provide for poor coverage but do not
achieve discounts for medications purchased. Because these approaches do not
promote group purchasing, they cannot leverage price reductions for seniors.



PRESIDENT’S APPROACH ASSURES AFFORDABILITY AND ACCESS
President Clinton’s FY 2001 budget includes a comprehensive plan that makes Medicare
more competitive and efficient and dedicates part of the surplus to improve Medicare
solvency and to add a long-overdue prescription drug benefit. Last week, the

- Congressional Budget Office (CBO) released an analysis of the President’s plan that
estimated its cost at about $150 billion over 10 years. This analysis confirms that the
President’s plan meets the principles, agreed to by all Senate Democrats, that a
prescription drug benefit should be:

¢ Voluntary. Medicare beneﬁciaries who now have dependable, affordable coverage
would have the option of keeping that coverage. According to CBO, 75 percent of
seniors with retiree coverage would keep it under the President’s plan.

» Accessible to all beneficiaries. All seniors and people with disabilities would have
access to a reliable benefit. Beneficiaries who join the program would pay the same
premium and get the same benefit, no matter where they live, through a private, -
competitively selected benefit manager or, where available, through managed care
plans. :

. Accessible to all beneficiaries. All seniors and people with disabilities would have
access to a reliable benefit. Beneficiaries who join the program would pay the same
premium and get the same benefit no matter where they live, through a private,
competitively selected beneﬁt manager or, where available, through managed care.
plans.

¢ Designed to give beneficiaries meaningful protection and bargaining power. A
reserve fund in the President’s budget enhances the base benefit and helps seniors and
people with disabilities with catastrophic prescription drug costs. The plan also gives
beneficiaries bargaining power they now lack; according to CBO, discounts would

. average 12.5 percent. '

o Affordableto all beneficiaries and the program. According to CBO, premiums
would be $24 per month in 2003 and $48 per month in 2009, when fully phased-in.
Low-income beneficiaries — below 150 percent of poverty ($17,000 for a couple) —
would receive extra help with the cost of premiums; those below 135 percent would
have no cost sharing.

e Consistent with broader reform. The new, voluntary prescription drug benefit is
part of a larger plan to strengthen and modernize Medicare. This plan would make
Medicare more competitive and efficient, reduce fraud and out-year cost increases,
promote fair payments, and improve preventive benefits in Medicare. The plan
would also dedicate $299 billion from the non-Social Securlty surplus to Medicare to
help extend its solvency to at least 2025



GAO INFORMATION ON MEDIGAP PREMIUM, 1999

Selected States

Wonthly Premium for Medigap Plan |

Age 65 Age 80" Age Difference
$ %
Alabama $135 -$21 +$76 +56%
Alaska $131 $203 +$72 +55%
Arkansas $193 Same - -
Colorado = $155 $211 +$56 +36%
Connecticut $230 " na na na
Delaware $147 $230 +$82 +56%
Florida $199 na - na na
Georgia $249 $320 +$71 - 4+29%
lllinois $146 $220 +$75 +51%
lowa $123 - $194 +$70 +57%"
|Kansas $143 $219 +$76 +54%
Louisiana * $178 $289 +$111, +6?%
Maine $222 Same - -
Michigan $179 na na na
Mississippi $147 $224 +$77 +52%
Missouri - $150 $229 +$79 +53%
Montana $126 . $184 +$58 " +46%
Nebraska $126 $191 +$65 ; +51%
Nevada - $162 $199 +$38 +23%
New Hampshire $125 $202- +$77 +62%
New Mexico V $175 $276 +$101 +58%
New York $193. Same - ' -
North Carolina $139 $188 +$49 +35%
Ohio - $146 $230 +$84 +57%
Oklghoma $129 $200 +$70 - +54%
Oregon $131 - $204 +$73 +56%
Pennsylvania $140 Same - -
Rhode Island $130 $190 +$60 +46%
South Carolina $155 $242 . +$87 L +56%
South Dakota $134 $213 +$79 +59% .
Texas $150 $201 +$51 +34%
Utah $112. $120 +$9 +8%
Virginia - $107 $147 +$39 +37%
Washington $191 Same - -
West Virginia $162 na na na
Wyoming $149 - $212 +$63 +42%
Average of States $164 $217 +$53 +33%

NOTES: Please see GAOHEHS-00-70R, Letter to Congressman Dingell for methodology and notes
Plan | includes reduced cost sharirig, drug coverage of. $250 deductible, 50% copay $1,250 payment cap

* For TX & WY, premium is for a 75 year old; for NV & UT, itis for a 70 year old

Average is weighted by Medicare benefiaries by state. 80-yr old premium excludes community-rated states
| Same indicates states with either community rating or no attained-age rating. 12 states prohibit age rating




