MEMORANDUM

TO: Laura Tyson July 17, 1995

FR: ° Chris J. -
RE: Medicare/Medicaid Growth Rate Comparisons

cc: Gene

Following up our conversation today, I am attaching a set of charts and background
information on Medicare/Medicare growth rate comparisons with the private sector. Since
everyone is working off the CBO baseline, I had our HHS folks do our estimates working
with the CBO model/numbers.

~ As you will note, CBO projected pﬁvate sector per capita baseline over the next 7 years is
running at 7.1 percent. If the Republican cuts were enacted, the Medicare/Medicaid per
capita growth rates would be running at 4.9% and 1.4% respectively.

These numbers have been reviewed by OMB, but not yet finally cleared. I would say,
however, that I am confident enough in'them to give them to you for your use.

One last point, because the Medicaid baselines are so different, we recommend NOT
attempting to try to project an Administration proposal growth rate onto the CBO baseline.
However, it is important to note that our Medicare growth rate number (if you assume $124
billion off of the CBO baseline) is 6.4% —- also less than the 7.1% CBO projection for the
private sector growth rate. At this point, I would recommend against talking about our
growth rates —— either Medicare or Medicaid —-. on an assumed CBO baseline.
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MEDICARE SPENDING AND GROWTH RATES. '
UNDER THE REPUBLICANS' BALANCED BUDGET PROPOSAL

- The Républicans have proposed thét M:'edicare spending can be reduced by $270 billion berween -
1996 and 2002 in their Balanced Budget Proposal. ‘

MAGNITUDE OF THE CUTS

= Medicare cuts are 33% of all spending reductions under the Republicans' Proposal.
Although the Medicare beneﬁ: iaries represent about 13% of the U.S. population and -
Medicare is 11% of the F ederal outlays, Republicans have proposed that over 33% of the
savings from policy change leading to deficit reduction will come from Medicare.

. Almost all Veterans 8 Beneﬁts would have to be eliminated to equal the size of the
Medicare cuts,
To get a sense of how Ia:ge $%70 billion i is, the Congressmnal Budget Office pro_}ects that
Veterans' Benefits will cost about $280 billion between 1996 and 2002.° Ninety-five
percent of govemment spcndmg on Veterans would need to be eliminated to equal the
size of the Medicare cuts; :

. Repubhcans would reduce Med:care spendmg by 14%.
The cuts proposed by the Repubhcans represent a 14% reduction in Medicare spendmg
between 1996 and 2002. Thls is 20% in 2002 alone. If service reductions were the only
" 'way to achieve $270 billion dollars in savings, then Medicare could no longer cover
home health and the skilled xgursmg facility services under the chubhcan proposal
; .
SPENDIN G PER BENEF ICIARY

. Medicare spendmg per beneficmry wdl fall by 51 700 by 2002 under the Repubhcan
. Proposal. I
Under current law, total Medlcare spendmg will be $274 billion in 2002 or $8,350 per
beneficiary. The projected Medmare spendmg per beneficiary after the Repubhcan cuts
would be $6, 650 or 31, 700 less.

. Repubﬁcans cuts would add billions to older American's already high costs.
Currently, older Amencans‘ spend 21% of their income on out-of-pocket health care costs.
Assuming that the Republman cuts are dmded equally between beneficiaries and

¥ prowders

o In the year 2002 alone, each beneficiary could pay $625 more in out-of-pocket
_costs than under the President's proposal; couples could pay $1,250 more. .




o Over the seven-year period,

beneficiaries could pay an additional $2,825 (85,650 per

- couple) out-of-pocket relative to the PreSic_Icnt‘s proposal.

GROWTH RATES
. Repnbhcans would reduce growth in spénding per beneficiary by more than one-.
third. : o
Growth'in expendmlres perlrecipient is expected to average 8.2% under the CBO baseline

between 1996 and 2002. T} e Republican proposa.l would reduce this rate by over one-
third to 4.9% over this same pcnod :

. 'Republicans' Medxca_re gr 3wth Wou!d be sxgmﬁcanﬂy slower than that of pnvate

spending per beneficiary.

‘The Republican growth rate per bencﬁcmry of 4.9% would be sxgmﬁcanﬂy lower than the -
private per recipient growth rate of 7.1%. '

- Republicans' Medicar'e“éromh would also be lowei‘ than medical inflation.
Medical inflation (the medical component of the consumer price index (CPI)) is pro;ected :

~ to be 5.3%, whichis hxgher

than the 4.9% pro;ected under the Repubhcans Proposal. -




Increased Medicare Out-of-Pocket
Costs Per Beneficiary, 1996 - 2002

83000 | o 52825

$2.000 |

1

Dollars

T

$1,000 |

President's Proposal

$0 +

Budget Resolution
Conference Agreement

The new Medicare proposals included in the Presidents June 14, 1995 budget anfouncémient donotinclude-any new beneficiary-costs. -Republican proposal-adjusted-to. . . .
reflect the Parl B premium extender in the President's FY 19396 budge!. This chart assumes 50% ol Republican cuts affect beneficiaries. US DHHS Estimates




BACKUP . _ ‘ »
Comparison of President's Proposal and Republican Conference Agreement

Baseline  President Republicans

Growth Per beneficiary, 1996-2002  .8.2%

Medicare savings as a

percent of spending changes : ‘ . 30% 33%
Percent Reduction from Baseline: -

1896-2002 . M% - 20%

2002 a g 7% o 14%
Spending per beneficiary” $8,350 - $7,425  $6,650

. 64%  49%

PR

*Adjusts to CBO baseline by subtracling Admin. estimated savings from
CBO baseline spending
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MEDICAID SAVINGS PROPOSALS |
(Dolllars in billions, fiscal years)

AT,

wed

* Phases eut Fadserzl DSH payment Oy snullipying FY 1995 Federat DSH spendng by TE% in 1996, S0% iy 1997, 25% in 1998 and 0 n 1939 and subsequent yaars.

The savings lrom phasing 0w DSH would be offsel by implamenting 8 Fedaral program whoze furding Is sef al (% ol baseline Federal Medicald beasiiis speading in 1236, 2% in 1997, 3% in 1936, and 4% fos subsequant yoers.
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1995 1995 1897 1998 1589 A 2000 2001 2002 2003 2004 2005 96-00 86-02 - 95-0§
CBO Expenditures
Total Baseline 89.2 99.3 110 1221 134.8 148:1 162.6 1778 1945 2122 231.8 6143 954.7 15933
Growih ; 113%  10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 9.4% 9.1% 9.3% 10.5% 10.2% 9.9%
DSH Baseline : 85 8.9 94 a8 10.3 10.5 10.8 11 11.2 11.4 116 )
3
Expenditures Minus DSH & Administration 772 86.4 96.3 1074 1193 131.8 145.6 160 175.9 192.6 211.4
) 11.9%  11.5%  11.5% 11.1% 10.5%  10.5% 9.9% 9.9% 9.5% 9.8%| 11.1% 10.8%  10.5%
- OPTION t: HIGHER SAVINGS FRONM PER CAPITA CAP, LOWER SAVINGS FROM DSH V
Per Capita Cap; Phased-in: GDP plus 2% In 1995, GDP plus 1% in 1997, and GDP for subsequont years
Expenditures (excluding DSH & Administration) 772 . 864 955 104.7 114.0° 1241 1342 144.4 156.2 166.8 1791
Growth C1M8% 10.6% 9.6% 8.9% 8.8% 8.2% 71.6% 7.5% 71.5% 7.4% 9.5% 8.9% 8.4%
Change (- savings, + spendiag) 0.0 0.8 2.7 -5.3 2.7 -11.4 -156 -20.7 -25.8 -32.3 -18.5 -43.6 -122.3
Assuming 25% leakage ) 0.0 0.6 -2.0 4.0 58 46 @ -17 -16.5 -19.3 -24.2 -12.4 -32.7 -891.7
Disproportionate Share Policy: Reduce 1536 Federai Spending by 33%; Growth capped ot Nominatl GDP
DSH-Expenditures 6.0 6.3 6.6 69 . 72 7.7 8.1 8.5 a9 9.4 ’

Savings -29 -3.1 3.2 -3.4 -3.2 -3 -9 =27 =25 3272 “45:8 29:9====-29,2-
COMBINED SAVINGS ' -2.9 -3.7 5.2 -7.3 -9.0 117 -14.6 -18.2 -21.8 -26.4 28.2 545 1209
OPTION 2: LOWER SAVINGS FROM PER CAPITA CAP, HIGHER SAVINGS FROM DSH -

Per Caplta Cap: Phased-In: GDP plus 3% in 1996, GDP piué 2% in 1997, GDP plus 1% In 1938, and GDP for subsenguent years A
Expenditures (excluding DSH & Administration) 77.2 86.4 g6.1 106.6 1166 12714 137.7 148.5 159.7 1716 1843
Growth 119%  112%  10.9% 9.4% S.0% 8.4% 7.8% 71.5% 7.5% 7.4% 10.1% 9.4% 8.8%
Change (- savings, * spending) 00 - 02 -0.8 -2.7 4.7 -1.9 -11.5 -16.2 -21.0 =271 -8.4 -27.8 -92.1
Assuming 25% leakage 0.0 0.1 -0.6 -2.0 -3.5 -5.9 -8.6 -12.2 -15.8 -20.3 -5.3 ~20.8 £9.1
D}sproﬁorﬂonam Share Policy: Reduce 1926 federal Spending by 50%; Growth capped at Nominal GDP
DSH Expenditures 4.5 47 4.9 52 54 5.7 6.0 8.3 6.7 7.0

Savings ’ 4.5 -4.7 -4.8 5.1 -5.1 -5.1 5.0 4.9 -4.7 -4.6 -24.2 4.3 -18.4
COMBINED SAVINGS 4.5 4.9 -5.8 74 4.6 110 »13.6 -17.0 -20.5 -24.9 ' -30.5 -55.1 -117.8
OPTION 3; LOWER SAVINGS FROM PER CAPITA CAP, ALTERNAYIVE DSH STREAM
Por Capita Cap: No Phase-In: GDP plus 1% .

Expenditures (excluding DSH & Administration) 717.2 86.4 94.9 1047 115.1 126.3 1317 149.5 162.3 1758 180.6
Growth 11.9% 9.5% 10.3% 9.9% 9.7% 8.1% 8.5% 8.5% 8.4% 8.4%. | 10.0% 96% 9.2%
Change (- savings, + spending) ) 0.0 -1.4 -2.7 4.2 5.5 -1.9 -10.5 -13.6 -16.8 -20.8) -13.8 -321 -83.3
Assuming 25% leatage 0.0 -1.0 -2.0 -3.2 4.1 -5.9 -7.9 -10.2 -126 -15.6 ~10.3 -24.4 -£2.5
" Disgroportionate Share Policy:” Phase out "DSH", Implement-New Program * E - - I o o o 1
DSH Expenditures . : 75 6.4 54 48 5.3 58 6.4 7.0 17 8.5} h

Savings -1.4. -3.0 -4.4 5.5 -5.2 -8.0 4.6 -4.2 A7 3.4} -19.5 -29.1 -40.1
COMEINED SAVINGS ' 4 4.0 £.4 8.7 -9.4 0.9 -12.5 14.4 -16.3 -18.7 -29.8 -53.2 402.6
HOTE: Assumes that caps e appled 1p tha aged, Wisabled, aduts snd chidren sopalataly. Assumas that the cap i;s nod erforced n 1096, Adminisiative costs e exckided from the caps; their inclusion would! stightly incresse the saviaps.
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Regublican Medicare Pmnom

. Base Package: The base package contains a series of Part A and Part B savings proposals wh1ch

total $127 billion over 7-years, mth Part A savings of $89 billion.

Alternative 1: This alternative would change the base package by:

Droping the proposal to remove IME, GME and DSH from the AAPCC and eliminating

the savings from the package. |

he work-group will continue to consider elimination of

add-ons from AAPCC and pothtlal uses of those funds.

Making up the deﬁclt-reducnon savmgs by a legislative proposal for new guidelines for

* . therapy services furnished to SNF patients, advancing the effective date for the IME .

reduction, extending the hospi
proposals.

~ Modifying the home health po (
containment system before implementing a per-episode prospective system in FY 2000.

i

al update reductions for FY 03-05 and repricing two

licy reducing limits and creating a TEFRA-like cost - © -

i

Alggrnatwe 2: Generally, this altenmtulve would lessen the hit on academic health centers even
further and replace the savings with an increase in the hospital update reductlon Specnﬁcally, this .

l
: . . i

alternative would change the base package by:

B Di-oping the proposal to remo
- the savings from the package.
"-add-ons from AAPCC and poitentlal uses of those ﬁmds

~ Eliminat.ag the IME hit.

ve IME, GME and DSH from the AAPCC and ehmmatmg
The work-group will continue to consider ehrmnatlon of

Making up the deficit-reduction savings by a legislative broposalfor new guidelineséfor
therapy services furnished to SNF patients (same as alternative 1), extending the hospltal

. update reductions for FY 03-05 and increasing the hospital update hit from MB-1 per year
~ to MB - 1.5 per year from FY 97-05 and repricing two proposals. :

t

Modifying the home health pohcy reducing limits and creating a TEFRA-like cost
containment system before implementing a per-episode prospective system in FY 2000

(same as altemnative 1)
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Republican Medicare Proposals — Option 1 - 145 I e
(Dollara in billions, fiscal yoars) o . ' :
5 ) |
9600 96-02 9605
EXTENDERS
PART A )
Madicare Secondary Payer, ’ . 2070 5.170 11.720
SNF Freeze Extension 1.280 1.880 . 3.200 i
Home Health Freeze Extension : 1.650 2.520 4210 '
PART B ‘ : .
Medicare Secondary Paye ' 0.900 2.450 6.240
Part B Promium o 4095 . 18.3585  57.850 «
Part B interactions - ~0.080  -0.210 -~0.670 ,
Total Extenders : 9835 28.265 82350 '
PART A PROPOSALS ’
Hospitals
Reduce Hoepita! PPS Update MB-~1% (FY 1997-2005. 7.070 17.080 41,890
Extend PPS Capltal Roduction from OBRA 1890 8.140 8.330 14.820
Reduce PPS-Exempt Update (MB-136 & MB~2%%, 19 1.150 2.830 7.740
Reduce PPS—Exempt Gaprtal Payments 1.010 1.500 2.610 !
Moratorium on Long-Tsnn' Care Hoapnala 0.360 0.820 1.840
Expand Centers of Exoallenee ) 0.150 0.230 0.350
Lower IME Effective 7/%!98 ) 3.800 8.800 18.760
GME Reform . ’ © 2810 5.285  10.985
Reduce Medicare DSH Payments by 25% 5.160 8410  14.200 ’
Eliminate Add-Ons for Outliers ' = 2.860 4.380 7.190 |
PPS Redefined chhamea‘ 1030 1640 2780
Eliminate Overpayment Waiveu . 0.050 0.075 0.120 '
Home Health and SNF .
Home Health Prospective Payment . 3.540 8885  18.585 ‘
SNF Prospective Payment ' 1.340 2580 4720 '
Eliminate HH PIP 1.080  1.230 1.460
Home Health Pay on Location of Service | 1.340 2.000 3.170 )
Therapy Guidelines ‘ ‘ " 2050 3.110 4.850 ;
Moedicare Secondary Payer (Part A e
insurer Reporting and Court Case Fix 1.100 1.775 3.005
Part A Interactions -0.180 -0.580  ~1.670 ’ i
TOTAL PART A 41.60 70.470  157.485
TOTAL PART A (Including Extenders) . 46.500 89.140 176615
PART B PROPOSALS . ' ' !
* Physiciane . . I
Freeze Physician Fees in 1896 (not primary care) - 1.030 1.610 2.880
Eliminate MVPS Upward Bias 1.480 8.150 21.830
Singlo Fee For Surgery |° . 0570 0810  1.540
Eliminate Urban HPSA Bonus : 0.180 0.300 0.500 -
Raduce Overhead Payments 7 0.330 0.5680 0.880 L
Hosepital Qutpatient Dopanments o )
’ OPDs: Payment Reform , 4.040 8.470  33.255
HMOs ) : !
impoes floors & ceilings 0.6835 1.205 2,205
Medicare Secondary Payar (ll’an B)
tnsurer Reporting and Court Case Fix . 0.860 1.440 2.660 .
Other Providers ) ; .
Competitive Bidding for L?bs . 1.130 1.850 3.520 .
Competitive Bidding for Part B Services 0.720 1.210 2120 i
* Profile Lab Tests : 0816  1.200 2.220 2
Simplify Inherent Rearsonﬁbtenees ‘ 0.180 - 0.290 0.480
Implement Physician Reqlundiing Controls ‘ 0.880 1.110 1.835
Eliminate Overpayment Waiver ) 0.055 0.085 0.135
Expand Centers of Exsellence ’ 0.110 0.170 0.260
Part B Interactions . -3.410 -7.000 ~18.575
TOTALPARTB - 9.430 18.750 56.855
" TOTAL PART B (Including Extenders} ) 14.365 38.345 120.075
TOTAL SAVINGS Ce 51.120 98.220 214.340
TOTAL SAVINGS (Including Extenders) 80.855 127.485 206.690
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‘Medicare Savers - Alternative I A - 9/15/95

i

Reduce Hosprta] PPS Ugdate Reduce the hospital market basket by 1 percentage point
each year between FY 1997 and FY 2005 (the FY 1997 reduction is 0.5 percentage points
- above current law).

Extend PPS Cagital Reduction from OBRA-90: kPennanently capture the savings from the
OBRA-90 payment reduction on an ongomg basis by giving the full update to the rates in
effect at the end of OBRA 90 provxsnon (9/30/95) Effective 10/1/95.

Lower IME IME Reduce the ME ad)ustment from 7. 7 percent to 6 8 for admissions between
July'1, 1998 and September 30 1998; to 6.0 percent from October 1, 1998 and September
30, 1999 and to 5.3 percent | for October 1, 1999 and thereafter. ‘ 1

' GME Reform: Medlcare =*Gl\}f1E policy would be reformed by:

+ Freezing the total number and the number of non-primary care residency positions
* that would be remrbtfrsed under Medicare, at a hospital-specific level, effective
10/1/95 for IME and 7/1/96 for GME (base period for GME is 7/1/95- 6/30/96)
+ 'Extending the OBRA-93 freeze on updates for non-primary care residents for an
. additional 5-years through FY 2000, effective 7/1/96. .
+ Counting residents beyond their initial residency periods as 0.5 FTEs for IME (as
currently done for GME) effective 10/1/95.

+ Counting work in n%n-hospttal settings for IME (as long as there is no mcrease in
the hospital's resrden"t-to-bed ratio), effective 7/1/96. :
+ Allowing GME payments to non-hospitals for primary care residents in non-

hospital settings, when a hospital is not paytng for the resident's salary in that
setting, effective 7/ 1/96 '

+  Capping hospital- specrﬁc GME payments at 140 percent of the national average
per resrdent amount| effective 7/1/96. ’ t

‘Reduce Medicare DSH: Reduce the current Medicare dlsproporttonate share adjustment ”
for PPS hospitals by 25 percent effective with FY 1997. The formula for DSH payments
would be reestablished to target more precisely those hospitals whlch serve
disproportionate shares of fow i income patlents

S

Eliminate Add-Ons For Ow tliers: Ehmmate IME and DSH payments for outlier cases,
effective with dlscharges begmmng with FY 1996.

Reduce PPS Payments for Redefined Dischar arges: Redefine transfers from PPS to nnon-
PPS facilities as discharges effective 10/1/95.




- Page 2:

Long-Term Care Hospital Mo ratonum Prohibit new long-term care hospitals from bemg
‘excluded from PPS, effective upon enactment (assumed to be 10/1/95). i

Reduce PPS-Exempt Update: Reduce the update for PPS-exempt hospitals by 1.0
percentage points each year between FY 1996 and FY 2005. Starting in FY 1996, rebase
target amounts for hospitals and distinct part units excluded from PPS, limit target
amounts to 150 percent of nanonal average ehrmnate bonus payments and shared-risk

‘payments.

Reduce PPS- Exemgt Capital Pament Pay 85 percent of capital costs for hospltals and

’ hospltal units excluded from PPS for ﬁscal years 1996 through 2005.

Eliminate Qverpayment Waxv[er Do not relieve providers of services of liability for
refunding an overpayment because they are found to be without fault for the overpayment,
unless the overpayment was dlscovered subsequent to the third calendar year after the year
of payment. The waiver provxswns for any overpayment to the beneficiary would be :
maintained. Effective FY 1996.

C gnters of Excellence: Expand centers of excellence to all urban areas by contracting with

individual centers using a ilat’} payment rate for all services (Part A and Part B) assoclated
with cataract or CABG surgery. The Secretary would be granted authority to desxgnate
other services that lend tht,m]selves to this approach. Beneficiaries would not be requlred
to receive services at these c%nters but would be encouraged to do so a Medicare rebate
to the beneficiary equal to 10 percent of the government's savings fram the center.
Effective 10/1/96.

Home Health Payment: R educe limits to 112 percent of the median, eﬁ’ectlve for cost
reporting periods beginning 7/1/96. Effective for cost reporting periods beginning 7/ 1/97,
reduce limits to 100 percent J'of the median. Full updates would apply for 7/1/96 and
7/1/97. HCFA would expand research on a PPS system for HHAs which would tle

prospective payments to an episode of care.

Effective 7/1/97, unpleme ntjan interim TEFRA-like system of limits. That is, an agency-

 specific limitation on annual|cost per beneficiary would be superimposed over the exxstmg

limitations on cost per visit.| Payment would be based on the lower of: (a) allowable costs
per visit, (b) a per visit hrmtatxon based on 100 percent of the median, or (c) the agency—
specific per beneficiary hrmtanon New providers would be subject to a regmnal or
national per-beneficiary limitation. Expenditures for beneficiaries who use services

. furnished by more than onejagency would be pro-rated among the agenmes !

HCFA would report to Congress, by 4/ 1;’99 on a full home health PPS per eplsode system
for implementation in FY 2000. In designing the system, HCFA would consider the
following features: : o
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i

+ Rates under the system would be 15 percent less than those that would occur
under FY 2000 Medicare expenditures for home health services.

+ . All services currently covered and paid under the Medlcare home health beneﬁt
and medical supplies would be subject to the per episode payment. In defining an
episode of care, the S ceretary would consider: an appropriate length of time for
an episode; the use ofjservices and the number of visits provided within an eptsode,
potential changes in the mix of services provided within an episode; and, generally,
a system design that will provide for continued ‘access to quality services. The per
episode payment amount will be based on the most current settled cost report data
available to the Secretary. T

+  The Secretary would conduct research to identify an appropriate case mix adjuster
for a national PPS. When a case mix adjuster is developed that explains a
- significant amount of the variation in cost, the Secretary would have authonty to
incorporate the case xmx adjustment methodology into the PPS.

+ The Secretary would|be authorized to make appropriate adjustments inc]uding for
geographic differences in wages and rates would be updated by an appropriate
update factor. The e;'nsode payment amount would be adjusted annually by the
HHA ‘market basket mdex The labor portion of the episode amount would be
adjusted for geographxc differences in labor-related costs based on the most‘
current hospital wage index. .

+ The Secretary would have the authority to designate a payment provision for
- outliers recognizing | the need to adjust payments due to unusual variations in the
type or amount of medlcally necessary care.

+  AnHHA would be responsible for coordinating all care for a beneﬁcnary Ifa

beneficiary elects to transfer to another HHA within an episode period, the eplsode'
payment would be pro-rated between the HHAs.
Eliminate HH PIP Payments: Eliminate PIP payments for Home Health Agencnes
beginning with FY 1996. :

Home Health Pay on Locatlon of Service: Pay for home health services based on the zip
code of the location of where the service is rendered rather than where the servicelis

billed, beginning with FY 1996. _ .

SNF Prospective Payment:| Implement a prospective payment system for Part A SNF
services for cost reporting periods beginning on or after October 1, 1996. The system

~'would be budget neutral with respect to FY 1996 Medicare expenditures for SNF,

services. ; : .
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‘Under the interim system, routine costs would be paid at a facility-specific prospective

rate, subject to regional limits Reglona.l cost limits would be based on 9 Census Divisions
and by urban/rural location. Costs in a base year would be examined for each facxhty;and
the lessor of the facilitiy’s cost or regional limit will be trended forward to the first
effective period of PPS. Facﬂrty-speetﬁc rates and regional limits would be updated by
market basket each year. Savmgs would be generated from establishing regional hmlts
using data only from freestandmg SNFs and eliminating new cost limit exceptions and new
provider exemptions. Hosp:tal based SNFs and low volume facilities currently paid under
a special PPS system would be granted a hold harmless provision for an interim penod

! ,
Capital and ancillary costs would be paid at cost, as in the current system. New prowders
would be paid at the reglona.lfhmlts

- Salary Equivalency Gutdglmeg Effective January 1, 1996, through a leglslatlve proposal,

establish salary equivalency gmdehnes for Medlcare payment of speech-language
pathology and occupational therapy services and revise existing salary equivalency

- guidelines for physical therap“y and respiratory therapy These guidelines would determme

the maximum Medicare payment for these services.

MSP Insuror Reporting; Requu'e all third party payers, including insurers, TPAs, other
plan fiduciaries and employers who have self-administered group health plans to gather

" information as may be prescnbed by the Secretary for the purpose of identifying MSP

situations, determine pnmary or secondary payment status to Medicare in accordance with
the information gathered and rules promulgated by the Secretary, and report the results of
those determinations to the Secretary in the manner and form prescribed by the Secretary
The Secretary could impose : a civil money penalty up to $1,000 per instance where the
third party payer failed to report timely and accurate information with regard to any
Medicare beneficiary. Effective January 1, 1996.

- MSP Court Case Fix: Medrcare MSP policy would be reformed and clarified, eﬁ'ectxve
'1/1/96, by four proposals that i improve the Secretary's ability to recover mistaken primary

payments, and mitigate the &npact of the decision of the Circuit Court.

+ Clarify that Medicare may recover mistaken primary payments from a third party
payer without regard to procedural contract limitations, such as clzums filing
limitations, imposed by the third party payer.

+ Clarify that entities ilrom which Medicare may recover include insurers, TPAs that
make payments on l:ehalf of insurance plans, and other plan fiduciaries. These
entities may seek to, recover the repayment to Medicare from the plan, employer or
other party, as may be apprcpnate
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Part B

I

+ Specify that if a third party payer did not make a primary payment in full when
required to do so, the|third party payer or other entity from which Medicare }nay
recover must repay Medicare the lesser of the amount Medicare paid or the thll’d
party payer's full primary payment obligation if the plan can prove that it did not

. know and could not have reasonably been expected to have known that it was the

proper primary payer| for services provided to the Medicare beneficiary. *

Require the third party payer or other entity to advise Medicare of the following, if
it made a full pmnaxy payment: the party (if any) that had submitted the claim, the

party paid, the date pmd the amount paid, and an explanation of how the payment

amount was determmzed. .

Require entities that receive duphcate Medicare and third party payer pnmary
payments to repay to Medlcare the full Medicare payment received, plus interest.
Unless the sum due to Medicare was repaid within 60 days of the receipt of the
later duplicate payment from either Medicare or the third party payer, mterest
would accrue from the date of the Medicare payment.

+ If an employer or other plan sponsor took into account the Medicare entltlement of
the individual and did not provide coverage to the beneficiary, the employer or
other plan sponsor m%xst repay Medicare twice the amount that Medicare pald for
all services provided to the Medicare beneficiary during the penod that group

health plan coverage was- not afforded.

Further, if an entity billed both Medicare and the third party payer, or knew that
both had been billed, |the entity would be required to repay double the amount that
- Medicare paid, plus applicable interest on this amount.

1996 Physician Update: Freeze the 1996 physician update except for primary care |

services.

MVPS Upward Bias: Begmnmg with the FY 1996 MVPS, eliminate the inconsistency in
the way performance adjustments to the update are passed through to the MVPS for the
relevant fiscal year. Both upward and downward adjustments would pass-through to the
current year's MVPS the full amount of the performance adjustment. Eliminate the;
current 5 percentage point floor on maximum reductions in updates due to physicians'
performance relative to the prior MVPS.
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Single Fee for Surgery: Effective 1/1/96, make the same payment to primary surgeohs

"who do and do not use assistants-at-surgery in those cases when Medicare makes a .

separate payment (i.e., in cases where a physician, physician assistant, nurse practrtroner or
clinical nurse specra.hst is used) The Medicare payment for the primary surgeon would be
reduced by the amount of the payment for the assistant-at-surgery used by the surgeon.
Exceptions would be created |for specific procedures or situations specified by the !
Secretary where separate payments would be made. . :

Reduce Overhead Payments: Implement another increment in the OBRA-93 reductron of
practice expense relative vahhe units. In 1997, practice expenses relative value umts
would be reduced for the same set of services reduced by OBRA-1993. The amount of

the reduction in 1997 would pe by the amount of the 1994, 1995 and 1996 reductrons and

the ﬂoor on reductlons would be reduced from 128 percent to 115 percent.

OPD Pavment Reform: Eﬂ‘ectrve with FY 1997, (a) eliminate formula driven
- overpayments (FDO) from calculation of blended payment amounts for radiology, '

No Urban HPSA Specialty Bonus Eliminate current 10 percent payment bonus for non-
primary care services furmshed in urban Health Professrona.l Shortage Areas (HPSAs)
effective 1/1/96. .

. diagnostic tests and ambulatory surgery services furnished in hospital outpatrent

I !
departments; (b) implement a prospective payment system for certain services, and (c) set

beneficiary coinsurance at sp”ecxﬁed percentages of the prospective rate.

Establish Part B Floors and Cerhng_ Beginning in 1996, establish national floors and '

ceilings on the Part B portlop of the AAPCC rates. The ceiling would be phased-in over

~ five years (e.g., 20 percent in the first year, 40 percent in the second year, etc.) and be

based on 95 percent of the USPCC. Counties whose Part B AAPCC is above 150 percent
of 95 percent of the Part B I(JSPCC would be limited to that amount. The floor would not
be phased-in. Counties whose Part B AAPCC is below 80 percent of 95 percent of the

‘Part B USPCC would be mc”reased to that amount.

|

Competitive Bid for Selected Part B Items and Services: The Secretary would be rbquired
to contract competitively for Medicare services and supplies in a geographic area.
Contracts would be established with entities or individuals that meet quality standards and

~ are able to furnish a sufficient amount of the item or service. The initial items for

competitive procurement are: oxygen and oxygen equipment; enteral and parenteral
nutrients, supplies and equ1pment and MRIs and CT scans. The Secretary would be

‘ authonzed to add other items in the future as appropriate. - '
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If the competitive system does not result in a reduction of at least 10 percent in the pnce
of these selected services from the price levels that would occur in CY 1997, then the
Secretary would reduce Medicare fees for these selected services by the difference needed

‘to result in a 10 percent pnce| discount from CY 1997 levels, effective 1/1/97.
Authorization to put the competitive system into place would start on enactment.

0 Competitive Bid for Labgrg;g ry Services: The Secretary would be reqmred to estabhsh

the same kind of competitive Iacqmsltxon system for Medicare clinical diagnostic laboratory
services as for other selected Part B items and services. . ;

. Ifthe competitive system does not result in a reduction of at least 10 percent in the p:rice
of all lab services from the pnce levels that would occur in CY 1997, then the Secretary
would reduce Medicare fees f'or lab services by the difference needed to result in a 10
percent price discount from CY 1997 levels, effective 1/1/97. Authonzatlon to put the
competitive system into placeH would start on enactment. L

0 Profile Lab Tests: Effective 1/1/96, mclude additional chemistry tests that are commonly
" performed on automated laboratory equipment as’ part of current automated panel test

These tests are currently excluded from panel test pricing and pald as if the test were not
performed on less expensive automated equipment. . i

0 Simplify Inherent Reasonableness Authority: Slmphfy the inherent reasonablcness |
authority to allow it to be lmplemented in a more flexible fashion, effective 1/1/96. ThlS
would apply to both natlonalland carrier applications of inherent reasonableness. This
proposal would eliminate soqlxe of the requirements that the Secretary and carriers must
prove before being able to implement inherent reasonableness. !

|

0 Implement thsncnan Rebundhng Controls: Effective 1/1/96, implement, through
administratative procedures, physwnan rebundling controls developed through a contract
with Administar. These controls specific which services are not separately payable when
billed on the same day for the same beneficiary.

Waive Cost-Sharing for Mammog:a ohy . '

o . Effective 1/1/97, waive Medicare Part B deductible and coinsurance for screening and
diagnostic mammography services. !
‘ i

Medicare Respite Benefit for Beneficiaries with Alzheimer’s Disease

' . ' |
o . Effective with FY 1996, a Ivﬁedicare respite benefit would be established for beneficiaries
with Alzheimer’s disease or other irreversible dementia. The benefit would cover up to
+ five days of care in a calendar year. Services could be provided in the home, orin a/

Medicare-certified. hospltal or nursing fac1hty : A . i

t
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(Dollars In bitlions, fiecal years).

96-00  W8-02 9606

EXTENDERS.

PART A
Medicare Secondary Payer 2070 5170 11720
SNF Freeze Extaneion "1.280 1.880 3.200
Home Health Freeze Extension 1.650 250 4.210
PART 8 .
Medicare Secandary Payer .. 0.900 2450 a.240
Pant 8 Premium 4.005 16,365 67.850
Part B interactions ~0.080 -~0.210 -~0.670
Total Extenders 9836 28.265 82.350
PART A PROPOSALS
Reduoe Hospital PPS Update MB-1.58% (FY 1897-2005) 10.770 25.780 83,140
Extend PPS Capital Reduction from OBRA 1990 6,140 .30 14.820
Reduce PPS-Exempt Updats {H&rd% & MB-296, 1998-2006) 1180 | 24830 7.740
Reduce PPS-Exempt Capltal Fam'\mu 1.010 1.500 2610
Moretorium on Long-Term Cars Hoepitals 0.390 0.820 1.840
Expand Centars of Exoslience 0.160 0,230 0.3680
QGME Reform 2810 8.285 10.985
Reduce Medicare DSH Paymaents by 26% £.180 8410 14.200
Eliminate Add-Ona for Outilers 2.880 4,380 7.180
PPS Redefinad Discharges 1.030 1.640 2780
Elimi Overpay Wah 0.060 0.076 0420
Home Hoaith and SNF
Home Health Prospactive Payment 3.540 8.885 18.685
SNF Prospactive Payment 1.340 2680 4.720
Eliminats HH PIP 1.000 1.230 - 1.480
Home Health Pay on Location of Sarvice 1.340 2.000 3.170
Therapy Guidelines ’ 2080 3110 4.850
Medicare Secondary Paysr (Part A) .
Ingurer Reporting and Court Case Fix 1.100 1.776 3.006
Part A interactions ‘ 0000 0000 0.000
TOTAL PART A 41.880 79.950 181545
TOTAL PART A (Including Extendare) 48,880 80,820  180.8475
PART B PROPOSALS
Physiclana
Froeze Physician Fees in 1896 (not primary care) 1.030 1.610 ‘2.690
Etiminate MVPS Upward Bias 1.480 6.160 21.930
Single Fee For Surgery 0.670 0.910 1.540
Ellminate Urban HPSA Bonue 0.190 0.300 0.500
Reduce Overhead Payments 0.330 0.560 0.980
Hospital Outpatient Dapartments
o OFDs: Paymant Reform . 4.040 _8.4?0 33.258
HitOs
impose floors & celiings 0.635 1.X86 22086
Medicare Secondary Payer (Pust B) .
insurer Reporting and Court Caee Fix 0.660 14490 2.660
Othor Providers
Competitive Bidding for Labs 1.130 1.850 3.620
Competitive Bidding for Part B Services . 0.7 1.210 2120
Profiie Lab Tests ' 0.810 1290 2220
Simplity inh t R bk 4 0.190 0.200 0.480
Implemaent Physician Rsbundling Controls 0.860 1110 1.935
jEliminate Overpaymeni Walver 0.085 0.085 0.136
Expand Centers of Excelience 0.110 0.17¢ 0.260
Part B Interactions -3.410  7.000 -19.675
TOTAL PART 8 0,430  19.7%0  58.856
TOTAL PART 8 (Inciuding Extenders) . 14,385 38.345 120.078
TOTAL SAVINGS 51410 99700  218.400
81.245. 127.965 2300.750

TOTAL SAVINGS (Including Extanders)

TR,




Part A

!
!

Medicare Savers -- Alternative 2 - 9/15/95

i

Reduce Hgggntal PPS Updat. ¢: Reduce the hospital market basket by 1. 5 percentage point

each year between FY 1997 and FY 2005 (the FY 1997 reduction is 0.5 percentage mpomts
above current law). , f ,

Extend PPS Capital Reductlgn from OBRA-90: Permanently capture the savings from the
OBRA-90 payment reductnon on an ongoing basis by giving the full update to the rates in
effect at the end of OBRA-90 provision (9/30/95). Effective 10/ 1/95 :

GME Reform: Medicare GME policy would be reformed by:

t-

setting, effective 7/ 1/96.

‘Freezmg the total number and the number of non-primary care residency positions

that would be reimbursed under Medicare, at a hospital-specific level, effective
10/1/95 for IME and|7/1/96 for GME (base period for GME is 7/ 1/95-6/30/96)
Extending the OBM-% freeze on updates for non-primary care residents for an
additional 5-years through FY 2000, effective 7/1/96.

Counting residents beyond their initial residency periods as 0.5 FTEs for IME (as
currently done for Gth) effective 10/1/95.

Counting work in non-hospital settings for IME (as long as there is no increase in
the hospital's resident-to-bed ratio), effective 7/1/96,

Allowing GME payments to non-hospitals for primary care residents in non-
hospital settings, when a hospital is not paying for the resident's salary in that
Capping hospltal-spemﬁc GME payments at 140 percent of the national average
per resident amount, jeffective 7/1/96.

|

Reduce Medicare DSH Re}duce the current Medicare disproportionate share adjustment
for PPS hospitals by 25 percent effective with FY 1997. The formula for. DSH payments
would be reestablished to target more precisely those hospitals which serve

disproportionate shares of low income patients.

Eliminate Add-Ons For Outhers Eliminate IME and DSH payments for outlier cases,
-effective with discharges beginning with FY 1996. ,

Reduce PPS Payments for Redeﬁned Discharges: Redefine transfers from PPS to non-

PPS facilities as discharges, eﬁ‘ectwe 10/1/95.

{

i
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_ R |
Long-Term Care Hospital Maratonurn Prohibit new long-term care hcspltals from bemg
excluded from PPS, eﬁ‘ectlve upon enactment (assumed to be 10/1/95). o ‘

4

Reduce PPS-Exempt Ugdat Reduce the update for PPS-exempt hospltals by 1. 0.
percentage points each year between FY 1996 and FY 2005.. Starting in FY 1996, rebase

 target amounts for hospitals and distinct part units excluded from PPS, limit target

amounts to 150 percent of national average, eliminate bonus payments and shared-nsk
payments. :

Reduce PPS-Exempt Cagital Payments: Pay 85 percent of capxtal costs for hospitals and
hospital units excluded from PPS for fiscal years 1996 through 2005. |

t

Eliminate Overpayment Waiver: Do not relieve providers of services of liability for
refunding an overpayment because they are found to be without fault for the overpayment
unless the overpayment was dlscovered subsequent to the third calendar year after the year
of payment. The waiver provxsxons for any overpayment to the beneficiary would be
maintained. Effective FY 1996. i

Centers of Excellence: Expand centers of excellence to all urban areas by contracting with
individual centers using a ﬂat’ payment rate for all services (Part A and Part B) assocmted
with cataract or CABG surgfl.-ry The Secretary would be granted authority to de51gnate
other services that lend themselves to this approach. Beneficiaries would not be reqmred
to receive services at these cgnters but would be encouraged to do so a Medicare rebate
to the beneficiary equal to 10| percent of the government‘s savings from the center.

Effective 10/1/96.

Home Health Payment: Reduce limits to 112 percent of the median, effective for cost
reporting periods beginning ‘{/ 1/96. Effective for cost reporting periods beginning 7/1/97,
reduce limits to 100 percent of the median. Full updates would apply for 7/1/96 and
7/1/97. HCFA would expand research on a PPS system for HHAs which would tie !

prospective payments to an eplsode of care.

|

' Effective 7/1/97, implement an interim TEFRA-like system of limits. That is, an agelncy-

specific limitation on annual éizost per beneficiary would be superimposed over the existing
limitations on cost per visit. Payment would be based on the lower of: (a) allowable costs
per visit, (b) a per visit hmxtatlon based on 100 percent of the median, or (c) the agency-
specific per beneficiary hrmtatlon New providers would be subject to a reglonal or
national per-beneficiary hrmtatlon Expenditures for beneficiaries who use services |
furnished by more than-one agency would be pro-rated among the agencies. o

HCFA would report to Congress, by 4/ 1/99 on a full home health PPS per episode ?ystem
for implementation in FY 2000. In desxgmng the system, HCFA would consider the
following features:
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+ Rates under the system would be 15 percent less than those that would occuru
under FY 2000 Medicare expenditures for home health services:

L . . o

+ All services currently covered and paid under the Medicare home health beneﬁt
and medical supplies would be subject to the per episode payment. In defining an
episode of care, the Secretary would consider: an-appropriate length of time for
an episode; the use ofservices and the number of visits provided within an episode;
potential changes in the mix of services provided within an episode; and, generally,
a system design that will provide for continued access to quality services. The per
episode payment arnohnt will be based on the most current settled cost report data
available to the Secretary

+ The Secreta.ry would <H:onduct research to 1dent1fy an appropriate case mix adjuster .
for a national PPS. \hﬁhen a case mix adjuster is developed that explains a ;
significant amount of the variation in cost, the Secretary would have authority to

incorporate the case mix adjustment methodology into the PPS. o

+ . The Secretary would be authorized to make appropriate adjustments mcludm'g for
geographic dlﬁ'erenceg in wages and rates would be updated by an appropnate
~ update factor. The epursode payment amount would be adjusted annually by the
HHA market basket index. The labor portion of the episode amount would be
adjusted for geographlc differences in labor-related costs based on the most |

current hospital wagejindex.

+ The Secretary would ‘llrave the authorrty to designate a payment provision for
outliers recognizing the need to adjust payments due to unusual variations in the

" type or amount of rne'ircally necessary care.

+ An HHA Would be re: ,ponsrble for coordinating all care for a beneficiary. Ifa
beneficiary elects to tr ansfer to another HHA within an episode period, the eprsode
payment would be pro-rated between the HHAs. ‘

Eliminate HH PIP Payments: | Eliminate PIP payments for Home Health Agencies
beginning with FY 1996. :

Home Health Pay on Locatron of Service: Pay for home health services based on the zip

- code of the location of where the service is rendered rather than where the service 1s

billed, beginning with FY 199H6
SNF Prospective Payment: Implement a prospective payment system for Part A SNF
services for cost reporting peﬁods beginning on or after October 1, 1996. The system
would be budget neutral with respect to FY 1996 Medicare expenditures for SNF
services. . ~
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Under the interim system, routine costs would be paid at a facility-specific prospective
rate, subject to regional hmlt:é Regional cost limits would be based on 9 Census Divisions
and by urban/rural location. “Costs in a base year would be examined for each fac111ty and
the lessor of the facilitiy’s cost or regional limit will be trended forward to the first j
effective period of PPS. F ac1hty-spec1ﬁc rates and regional limits would be updated by
market basket each year. Sa|vmgs would be generated from establishing regional 11mgts
using data only from freestan"dmg SNFs and eliminating new cost limit exceptions and new
provider exemptions. Hospital-based SNFs and low volume facilities currently paid 'under

a special PPS system would he granted a hold harmless provision for an interim penod

Capital and ancillary costs would be paJd at cost, as in the current system. New providers
would be paid at the regional limits. ' .

Salary Equivalency Guidelines: Effective January 1, 1996, through a legrslatlve proposal
establish salary equivalency gruldelmes for Medlcare payment of speech-language.
pathology and occupational therapy services and revise existing salary equivalency -
guidelines for physical theraﬂy and respiratory therapy These guidelines would determme
the maximum Medicare payment for these services.

|

|
MSP Insuror Reporting: Re“quire all third party payers, including insurers, TPAs, other
plan fiduciaries and employers who have self-administered group health plans to gather

information as may be prescnilbed by the Secretary for the purpose of identifying MSP
situations, determine primary or secondary payment status to Medicare in accordance with

the information gathered and rules promulgated by the Secretary, and report the results of

those determinations to the Secretary in the manner and form prescribed by the Secretary

The Secretary could impose :a civil money penalty up to $1,000 per instance where the
third party payer failed to report timely and accurate information with regard to any
Medicare beneficiary. Effectlve January 1, 1996.

MSP Court Case Fix: Medrcare MSP policy would be reformed and cla.nﬁed effectlve ‘

'1/1/96, by four proposals that i improve the Secretary's ability to recover mistaken pnmary

payments, and mitigate the anact of the decision of the Circuit Court.

+ Clarify that Medicare may recover mistaken primary payments from a third party
payer without regard to procedural contract limitations, such as claims filing
limitations, imposed by the third party payer. !

+ Clarify that entities from which Medicare may recover include insurers, TPAs that

make payments on b“ehalf of insurance plans, and other plan fiduciaries. These
‘entities may seek to recover the repayment to Medicare from the plan, employer or
other party, as may be appropriate. | -
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Part B

o .

|

|

+ Specify that if a third party payer did not make a primary payment in full when
required to do so, the|third party payer or other entity from which Medicare hlay
recover must repay Medicare the lesser of the amount Medicare paid or the thlrd
party payer's full primary payment obligation if the plan can prove that it did not
know and could not h”ave reasonably been expected to have known that it was the

proper primary payer §for services provided to the Medicare beneficiary.

Require the third party payer or other entity to advise Medicare of the follovhng, if
it made a full pnmaryipayment the party (if any) that had submitted the claun, the

party paid, the date pelnd the amount pald -and an explanation of how the payment

amount was determmed : .4 1

Require entities that r‘ecelve duplicate Medicare and third party payer prunary
payments to repay to Nedxcare the full Medicare payment received, plus i mterest
Unless the sum due to Medicare was repaid within 60 days of the receipt of the
later duplicate payment from either Medicare or the third party payer, interest

- would accrue from the date of the Medxcare payment. . |-

+ If an employer or othﬁlar plan sponsor took into account the Medicare entitlement of
the individual and did not provide coverage to the beneficiary, the employer 6r
other plan sponsor must repay Medicare twice the.amount that Medicare pmd for

- all services provided fo the Medicare beneficiary dunng the period that group
health plan coverage was not afforded. o !

Further, if an entlty bnlled both Medicare and the third party payer, or knew that
both had been billed, 1Ihe entity would be required to repay double the amount that
- Medicare paid, plus applicable interest on this amount. '

‘1996 Physician Update: Freeze the 1996 physxclan update except for primary care |
services. : ;A

MVPS Upward Bias: Begmrmg with the FY 1996 MVPS, elnmnate the mconsnstency in
the way performance adjustments to the update are passed through to the MVPS for: the
relevant fiscal year. Both upward and downward adjustments would pass-through to the

current year's MVPS the full Hamoumt of the performance adjustment. Eliminate the
current 5 percentage point. ﬂ{ﬁor on maximum reductlons in updates due to phys1c1ans
performance relative to the prior MVPS.
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Part B USPCC would be incr eased to that amount. : ,

Single Fee for Surgery: Effective 1/1/96, make the same payment to primary surgeor’ls '

who do and do not use assistantSuat-surgery in those cases when Medicare makes a
separate payment (i.e., in cases where a physician, physician assistant; nurse practmoner or
clinical nurse specialist is used) The Medicare payment for the primary surgeon would be
reduced by the amount of the ﬂpayment for the assistant-at-surgery used by the surgeon.
Exceptions would be created for specific procedures or situations specified by the ’

Secretary where separate pay ments would be made. :

Reduce Overhead Payments: [Implement another increment in the OBRA-93 reduction of
practice expense relative value units. In 1997, practice expenses relative value units .
would be reduced for the same set of services reduced by OBRA-1993. The amount of
the reduction in 1997 would be by the amount of the 1994, 1995 and 1996 reducnons and
the floor on reductlons would be reduced from 128 percent to 115 percent. |

No Urban HPSA Specialty B onus: .Eliminate current 10 percent payment bonus for non-

primary care services furnished in urban Health Professional Shortage Areas (HPSAs)

effective 1/1/96.

OPD Payment Reform Eﬁ’ecnve with FY 1997, (a) eliminate fomlula driven . ’
overpayments (FDO) from calculation of blended payment amounts for radiology,
diagnostic tests and ambulato’ry surgery services furnished in hospital outpatxent '
departments; (b) implement a:prospecnve payment system for certain services, and (c) set
beneficiary coinsurance at speczﬁed percentages of the prospective rate. :
Establish Part B Floors and Ceilings: Begmmng in 1996, establish national floors and
ceilings on the Part B portior of the AAPCC rates. The ceiling would be phased-in over
five years (e.g., 20 percent injthe first year, 40 percent in the second year, etc.) and be
based on 95 percent of the UaPCC Counties whose Part B AAPCC is above 150 percent
of 95 percent of the Part B USPCC would be limited to that amount. The floor would not

be phased-in. Counties whose Part B AAPCC is below 80 percent of 95 percent of the

i

.Competitive Bid for Selected Part B Items and Services: The Secretary would be requlred

to contract competitively for[Medicare services and supplies in a geographic area.
Contracts would be established with entities or individuals that meet quality standards and
are able to furnish a sufficient amount of the item or service. The initial items for.
competitive procurement are; oxygen and oxygen equipment; enteral and parenteral; -
nutrients, supplies and equipment; and MRIs and CT scans. The Secretary would be

authorized to add other items i in the ﬁxture as appropriate.

|
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If the competitive system does not result in a reduction of at least 10 percent in the price
of these selected services from the price levels that would occur in CY 1997, then the
Secretary would reduce Medicare fees for these selected services by the difference needed
to result in a 10 percent pnceldxscount from CY 1997 levels, effective 1/1/97.
Authorization to put the com;y:etmve system into place would start on enactment.

0 Competitive Bid for Laborato'g[ Services: The Secretary would be required to estabhsh

the same kind of competitive acqmsmon system for Medicare clinical diagnostic laboratory
services as for other selected Pan B items and services.

If the competitive system does not result in a reduction of at least 10 percent in the pnce
of all lab services from the pnce levels that would occur in CY 1997, then the Secretary
would reduce Medicare fees for lab services by the difference needed to result in a 10
percent price discount from CY 1997 levels, effective 1/1/97. Authorization to put the
competitive system into placejwould start on enactment.

o Profile Lab Tests: Effective 1/1/96, include additional chemistry tests that are commonly
performed on automated laboratory equipment as part of current automated panel test
These tests are currently exc]u ded from panel test pricing and paid as if the test were not
performed on less expensive automated equlpment :

o . Simplify Inherent Reasonableness Authority: Sunphfy the inherent reasonableness
authority to allow it to be unplemented in a more flexible fashion, effective 1/1/96. T}us

would apply to both national zénd carrier applications of inherent reasonableness. ThlS
proposal would eliminate some of the requirements that the Secretary and camers must
prove before being able to implement inherent reasonableness. , |

i
B
|

1
H
i

|

0 .Irﬁplement‘Physician Rebun.dl'nga Controls: Effective 1/1/96, im;ﬁlement, through o
administratative procedures, physician rebundling controls developed through a contract
with Administar. These controls specific which services are not separately payable when
‘billed on the same day for the 1same beneficiary.

- o i
Waive Cost-Shann for Mammogra y , 4 A o
) Eﬁ‘ectnve 1/1/97, waive Medlc ePart B deduct1ble and comsurance for screening and

dlagnostlc mammography services.

Medicare Resplte Benefit for Beneficiaries with Alzheimer’s Disease _

o Effective with FY 1996, a Medicare respite benefit would be established for beneficiaries
with Alzheimer’s disease or 01 her irreversible dementia. The benefit would cover up to
five days of care in a calendar| year. Services could be provided in the home, orina

‘Medicare-certified hospital or|nursing facility.




o . B Draft --Conﬁdgntial
Potential Adjustments to Part A Savers -- Option 1 o

FY 1996-  FY1996-  FY 1996- ;‘
FY2000  FY2002  FY2005 |

Drop AAPCC Proposal. - -$6.260 -$11.740 -$23.220
Interaction (delta) 11.540 2.860 5.360
Drop HH PPS FY99 20% cut 3.840 -8.420 - -16.360 |
*Revised HH PPS "13.540 . 8.885 18.585
Add PPS: MB-1 (03-05) ;o 000 0.000 6.110
Reprice PPS-Exempt (delta)- 10 995 2305  5.045
Add PPS-Exempt MB-1 (03-05) 1O 000 0.000 1.400 ,
Reprice SNF PPS (delta) - 0610 - 1.080 1.890 o |
IME Effective 7/1/98 (delta) 1.650 1.730 - 1.730 o
'Add Therapy Guldehnes ;2.050 . 3110 4.850 !
Total - - $0.285 -$0.190 - $5.390 '
* Preliminary. ?
|
.Potentialﬂdjustments Part B Savers L o
Implement MD Bundling Controls  $0.690 $1.110 $1.935
More OPD Coinsurance Buydown  -0.690 -1.110 -1.935

Total . %0000 30000  $0.000




Potential Adjustments to Part A Savers

Drop AAPCC Proposal -
- <1.950

Drop IME (i.e., no cut)
Interaction (delta)

Drop HH PPS FY99 20% cut .
**Revised HH PPS

Add PPS: MB-1 (03-05)

PPS (-1 to -1.5, 97-05)

Reprice PPS-Exempt (delta)

Add PPS-Exempt MB-1 (03-05)
Reprice SNF PPS (delta)

Add Therapy Guidelines

Total :

* Relative to Current package
** Preliminary.

_ Potential Adjustments Part B Savers
Implement MD Bundling Controls

More OPD Coinsurance Buydown
Total

FY 1996-
EY 2000
$6.260

1.730

-3.840
3.540

0.000
3.700
0.995
0.000
0.610
2.050

~ $0.575

$0.690
-0.690
$0.000 -

, -- Option 2 *

FY 1996-
FY 2002
-$11.740
-7.070
3.440

-8.420
8.885

- 0.000
8.700
2.305
0.000
1.080
3.110

$0.290

$1.110
-1.110
$0.000

FY 1996-
FY 2005
-$23.220
-17.030
7.030

-16.360
18.585

6.110
21.150
5.045
1.400
1.890
4.850
$9.450

$1.935
-1.935
$0.000



Republican Medicare Prgpgsalg -- Changes - : . o

0 Add remove IME, GME and DSH from the AAPCC effective with FY 1997, and sub)ect
to a cap equal to 75 percent of the net savings (net of interaction), make payments to '
teaching and DSH hospltals and HMOs.

0 Reduce DSH reduction from 25 percent to 10 percent, effective with FY 1997.
‘o Increase reduction in hospital market basket by 0.15 percentage points per year from

FY 1997 to FY 2005.

!
i
E
i
i
i
|

EY 199%- - FY 1996-  FY 19%-
EY 2000 FY2002  FY2005
AAPCC Remove IME, DSH, GME’ an’& .

75% glve—back (net budget savmgs) $1. 183 $2.223 °  $4.468 |
DSH @10% (vs. 25%) (Delta) -3.096 - <5046 - -8.520 ;
Market basket (delta 0.15%/yr) ~  1.110 2610  6.435 |

Net Change 30803 -$0.213 $2.383




MEDICARE PROPSALS & GROWTH RATES

(Dollars In billions, fiscal years)

7.1%

6.8%

The Administration savings were converted to the CBO baselina by {8) converting the savings from the Administration basefine inlo a percent reduction from baseline spending; and
{b) mubtiplying that percant reduction by the CBO baseline spending.
Wedicere spondlhq excludes discretionsry spending. Administration estimetes of unduplicated beneficiarias were used for the par capila growth rales, )
Thsese estimates DO ROT include any adjustment tor ths Repullicans’ proposed adjustment to the CPI.  As a results, nel spending Is slighily lower than it would be after the edjustment

OT-Aug-95

6.5%

6.2%

1995 1996 1897 1998 1599 2000 2001 2b02 2003 2004 20056 96-00 86-02
CBO MEDICARE BASELINE . . .
Gross Spending (Including Premiums) 1781 198.0 ~ 2184 2401 263.4 288.1 315.2 3453 3789 4164 4583
Aggregate Growth 11.7% 103%  94% 9.7% 9.4% 9.4% 8.5% 9.7% . 9.5% 10.1% 9.7% 2.6%
Per Capita Growth’ : _ : 8.2% 8.2%
Nst Spending {Excluding Premiums) 158.0  178.7 1975 2169 2374 2608 2865 315.2 3473 3832 4239
~ Aggregate Growth 13.1% 10.5% 9.3% 100%  99% 9.9% 10.0% 102% 10.3% 106% 9.9% 9.9%
- Per Capita Growth ‘ 8.4%  B5%
_Adminlstration Medicare Pmposai (CBO Baseline: Percent Reduction from Administration Baseline) : : .
Gross Spending (Including Premxums) 178.1 165.7 213.7 23086 247.3 2646 = 2838 304.9 3314  358.8 387.2
Aggregate Growth -9;9‘}& 9.2% 7.9%. 7.2% 7.0% 1.3% 74% . B.7% 83% . 79% 7.8% T.7%
Por Caplta Growth ’ . v . =64%——6:3%
_Net Spending {Excluding Premiums) 158.0 1754 191.8 206.4 221.3 237.3 2551 2748 2988 3266 3528 '
Aggregate Growth 11.0% 9.4% 768% 72% . 12%  15% 1.7% 9.1% 8.6% 8.4% 7.9% 78% -
Per Capita Growth ‘ ’ . ‘ : 6.4% 6.4%
Savings 3 I 9 6 23 31 40 48 58 71 58 430
: Bu&gel Resolutlén Medicare Proposal (CBO Basetine) :
Gross Spending (Including Premiums) 178.1 191 202 214 226 . 238 255 274 N 309 328 .
Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.86% 6.7% 7.5% 6.2% 6.2% 6.2% 5.8% 6.2%
Per Capita Growth ' ' , 44%  4.9%
Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 2002 2116 226.5 2438 259.4 27158  293.8
Aggregate Growth : 8.0% 5.3% 5.3% 5.8% 57% 70% .76% - 62% 6.2% 6.2% 5.5% 6.1%
Per Capita Growth ' 4.1% 4.8%
SavlngS -8 “17.7 -26.6 -37.2 ~49.2 -60 ' -71.4 -88 -107 -130 -139 -270
CBO PRIVATE GROWTH RATES , , : - . , V
Aggregate Growth 6.6% 1.5% 7.8% 75%  15% 13% - T.4% 6.9% 8.6% 64%|| 76% . 7.4%
- ._.Per Capita Growth - 62% T4%  T4%  72%  1.2% 6.6% 72% 7%



o

MEDICARE PROPSALS & GROWTH RATES:
(Doliars in billions, fiscal years)

19856 1996 1997 19988 1989 2000 2001 2002 2003 2004 2005 96-00  96-02

CBO MEDICARE BASELINE , : . . ‘
Gross Spending {Including Premiums) 178.1 1890 2194 240.1 2634 2881 3156.2 3453 3788 4164 4583
Aggregate Growth 11.7% 10.3% 9.4% 97%  B84% 8.4% 9.5% 9.7% 9.9% 10.1% 9.7% 9.6%
Per Capita Growth , ' : ‘ ' 8.2%  8.2%
Net Spending (Excluding Premiums) 168.0 1787 1 1915 2159 2374 260.8 288.5 315.2 347.3 383.2 423.9 )
Aggregate Growth : 13.1% - 10.5% 9.3% 10.0% 9.9% 9.9% 100% 10.2% 10.3% 106% 9.9% 9.9%
Per Capita Growth . ' 8.4% 8.5%

Administration Medlcare Proposal (CBO Basellne: Administration savings estimates) . N . .
Gross Spending (Including Premlums) -178.1 195.7 213.9 230.9 2419 266.6 285.3 307.0 3341 3625 30824

Aggregate Growih 99% 93% BO% 73% 7.4% 74%  7.6% BB% BS5% . 82% || 7.9%  7.8%

Per Capita Growth : ' i o o 8.5% 6.4%

Net Spending (Excluding Premiums) 158.0 1754 . 1820 2087 2219 238,3 2666 2769 3025 T 3293 3580

Aggregate Growth 11.0% 9.4% 1.7% 7.3% 7.4% 7.7% 7.8% 9.2% 89% 8% 8.0% 7.9%
. Per Caplta Growih 3 ’ 65.5% 6.5%

Savings ' , '3 - 6 .9 - 8 23 30 -3 45 .54 66 5 124

t

Budget Resolution Medicare Proposal (CBO B‘aselln'e) ‘ o , : .
Gross Spending (Including Premiums) 1781 191 202 . 214 226 239 -255 274 291 309 328

Aggregate Growth . 71.2% 58% - 58% - 56% 5.8% B.7% 7.5% 6.2% 6.2% 6.2% 5.8% 8.2%
Peor Capita Growth - ] ' 4.4% 4.9%
Nel Spending (Excluding Premiums) 158.0 1707 179.8 189.3 2002 211.6 226.5 2438 258.4 2758 283.8

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 70% .76% 62% 6.2% 6.2% 5.5% 6.1%
Per Capita Growth : ) ) ' ‘ 4.1% 4.8%
Savings : . 8 A17 -26.6 -37.2 -49.2 -60 -71.4 -88 -107 -130 139 270

CBO PRIVATE GROWTH RATES . . _ ) . ;

Aggregate Growth - . 86% - 75%  78% 7.5% 71.5% 1.3% 711% 6.9% 6.6% 6.4% 7.6% 1.4%
Per Capita Growth 6.2% 7.1% 7.4% 12% 71.2% 7.1% 5.8% 8.6% 6.5% 6.2%l1 7.2% 7.1%

_The Administration savings were ounve:ted to the CBO baseline by subiracting the savings based on ths Admtn. basefine spenday from lhe CBO baseline spendmg
“Midicars spénd g exciides di scretionary spending. “Adminisiralionestimates of unduplicated beneficiariey vare used for the' perw;;ma giowth rates, - i - - - —- ——

Thase estimates 00 NOT indude any adjustament fur tha Republicans’ prq:nsed adjusiment to the CPL.  As a results, net spending i: slightly lower | lhsn it would be afier the adjustment.
Q7 Aug-ss
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MEDICARE PROPSALS 8 GROWTH RATES
.(Dolla’rs in billions, fiscal years)

1495 1998 1997 - 1988 1999 2000 -2001 2002 2003 2004 2005 86-00 86-02

CBO MEDICARE BASELINE

Gross Spending (Including Premiums) 1781 1890 2194 : 2401 263.4 2881 3152 - 3453 3789 4164 458.3
Aggregate Growth 1.7% 103% 94% @ 9.7% 9.4% 9.4% 8.5% 9.7% 99% 10.1% 9.7% 9.6%
Per Capita Growth . ’ oo . . B8.2% 8.2%
Net Spending (Excluding Premiums) 158.0 178.7 197.6 2159 2374 260.8 2865 3152 3473 3832 4239
Aggregate Growth 13.1% 10.5%  9.3% 10.0%  9.9% 9.9% 10.0% 102% 10.3% 106% || 9.9% 9.9%

Per Capita Growth ] » » ' 8.4% 8.5%

Administration Medicare‘Propbsal (CBO Baseline: Percent Reduction from Administration Baseline) .
) Gross Spending (Including Premiums) 1781 1957 2137 2306 247.3 264.6 2838 304.9 3314 358.8 387.2

B202 690 6518

19:41

08/07/85

Aggregate Growth 99% - 82% 79% 72% 70% 73% 74%  87% 83% 79% 78%  7.7%

Per Capita Growth , : 6:4%~——-6:3%~
* Net Spending (Excluding Premiums) 158.0 1754 1918 . 2064 2213, 2373 2551 2748 2998 3256 3528

Aggregate Growth 1M10% 94% 76% 12% 72%  75% 17%  81%  86%  84% 79%  7.8%

Per Capita Growth : ' : . : 6.4%  6.4%

Savings . -3 -6 -9 -16 -23 -31 -40 -48 -58 7 -58 -130

Budget Resolution Medicare Proposal (CBO Basetine) . - - 7 A
Gross Spending (Including Premiums) 178.1 191 202 214 - 226 . 239 255 274 291 309 328

Aggregate Growth 71.2% 58% - 59% 5.6% 58% . 67% 7.5% 62% . 62% 62%n || 5,8%. 6.2%.
Per Capita Growm ] : - 4.4% 4.9%
Net Spending (Excluding Premsums) 1580 . 170.7 179.8 ‘ 189.3 2002 . 2116 2265 2438 259.4 2758 2938
Aggregate Growth 8.0% 53%  53% 5.8% 5.7% 7.0% 76% 62% 6.2% 6.2% 55% 6.1%
Per Capita Growth ‘ v 4.1% 4.8%
Savings ' -8 -17.7 -26.6‘ -37.2 492 . 60 714 - -88 -107 -130 -138 270
CBO PRIVATE GROWTH RATES : . . : .
Aggregate Growth- B8.€% 75% - 1.8% 7.5% 75% 7.3% 11% B8.9%  6.6% 6.4% 76% 7.4%

Per Capila Growth . 62% 7.4%  74% 72%  1.2% 71% 6.8% 6.6% 6.5% 6.2% 7.2% 7.1%

The Administration sawings were converted to the CBO baseline by (a) converting the savings from the Administration baseline ino  percent reduction from baseline spewiing; and

(B) mukliplying (hal perceal reduction by the CBO baseline spending,

Medicase spending excludes discretonary spending. Administration estimstes of undupllcated beneﬁciaﬁes were used for the per capila growth rates,

These estimates DO NOT include any adjustment for the Republicans' propesed adjustment to the CPI.  As a resulls, nef spending is slighlly lower than it would be after the adjusiment.
O7-Axg-95 .
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‘MEDICARE PROPSALS & GROWTH RATES
(Dollars in billions, fiscal years)

08/07/95 | 19:41

{

-The Administration savings wese converted to the CBO baseline by subtracting the savings based on the Admin. basefine spendag from the CBO baseline spending.

07-. Aug-Bs

- —— - Medicare spanding extludes discrationary spending.- Adminisiration estimates of unduplicated beneficiaries were-used far-the per capila growthrates.. . .. . .
These estimates OO NOT indude any adjustment for tha Republicans' proposed adjusiment to the CPl.  As a resufis, net spending Is slighﬂy fower than it would be afer the adjus'lment

6.5%

1995 1996 1997 4998 1989 2000 2001 2002 2003 2004 2005 96-00 96-02
CBO MEDICARE BASELINE _
Gross Spending (Including Premiums) 178.1 199.0 2194 2401 2634 2881 315.2 3453 378.9 416 4 458.3 :
Aggregate Growth 11.7%  10.3% 9.4% 9.7% 9.4% 9.4% 9.5% -9.7% 9.9% 10.1% || 9.7% 9.6%
Per Capita Growth 8.2% 8.2%
Net Spending (Excluding Premiums) 168.0 178.7 197.5 2159 2374 260.8 286.5 315.2 347.3 383.2 423.9- 1 :
Aggregate Growth 131% 105% ~ 9.3% 10.0% 9.9% 9.9% 10.0% - 10.2% 103% 10.6% 9.9% 9.9%
Per Capita Growth 8.4% 8.5%
‘Administration Medicare Proposal (CBO Baseline: Administration savings esfimates) : i :
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 2479 265.6 '285.3 307.0 334.1 362.5 3924 :
Aggregate Growth 9.9% 9.3% .8.0% 7.3% . 7.1% 7.4% 7.6% 8.8% 8.5% 8.2% 7.9% 7.8%
Per Capita Growth : ’ 1| 6.5% 6.4%"
- Net Spending (Excluding Premiums) 158.0 1754 1920 206.7 2219 2383 2566 2769 3025 3293 3580~
Aggregate Growth 11.0% 9.4% 1.7% 7.3% 7.4% 7.7% 7.9% 9.2% 8.9% 8.7% 6.0% 7.9%
Per Capita Growth ’ 6.5% 6.5%
Savings 3 - -6 , -9 -16 -23 -30 -38 -45 -54 -66 -56 -124
Budget Resolution Medicare Proposal {CBO Baéeling) : ,
. Gross Spending (Including Premiuvms) 178.1 191 202 214 226 239 255 274 291 309 328
Aggregate Growth 71.2% 5.8% -5.9% 5.6% 5.8% 6.7% 7.5% 6.2% 6.2% 6.2% 5.8% '6.2%
Per Capita Growth : : 4.4% 4.9%
E . Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 2438 259.4 275.8 2938
© Aggregate Growth 8.0% 5.3% 8.3% 5.8% 5.7% 7.0% 7.6% 6.2% 6.2% 6.2% 5.5% 6.1%
o Per Capita Growth . ) 4.1% 4.8%
x . .
o ' .
. Savings 8 117 -26.6 -37.2 -49.2 -60 -711.4 -88 -107 -130 -139 -270
~
@ CBO PRIVATE GROWTH RATES : :
Aggregate Growth 6.6% 7.5% 7.8% 71.5% 7.5% 7.3% 71% 6.9% 6.6% 6.4% 7.6% 71.4% .
Per Capita Growth 6.2% 7.1% 7.4% 71.2% 7.2% 71% 6.8% 6.6% 8.2% 7.2% 7.1%



June 28, 1996 I

Health Division iﬁ\

Ofﬁce of Management and Budget
Executive Office of the President

| L.
Washington, DC 20503
——
‘ Please route to:
Nancy-Ann Mm :
Decision needed @ |
i % ~ . Please sign e
Through:  Barry Clendenin \)}— Per your request  ____ ;
: . N . Please comment - X
Mﬂl‘k Miller /SW% For your information ____ '
i
: With informational copies for: '
Subject:  ChrisJennings request re: Medicare HD Chron, HFB Chron
and Medicaid spending, savings, and
growth rates ‘ | ;
From; ' Bob@iiggﬂly and Bonnie W&ﬁ%gton Phone: | 202/395-4930
: Fax: 202/395-7840
E-mail: donnelly_r@al.cop. géw
Room: #7002 i
i

The attached tables tespond to a new request from Chris Jennings. These tables show Medicare
spending, savings, andsgrowth rates for[ CBO’s April baseline, the President’s FY 1997 Budget, and
the Conference Agreement (as the Majgnty is likely to present the per-capita numbers). In addition,
we have included spending, savings, and growth rates for the Conference Agreement as determined
using the methodology in Option 2 in yesterday’s growth rate memo (i.e. assuming a distribution of
GME Trust Fund spending in the Conference Agreement that is the same as in the Senate versxon of
the Budget Resolutlon) because we have not yet received guidance on how to estimate these

numbers. : ;

We have also attached:a table showing|Medicaid spending, savings, and growth rates for CBd’s
baseline, the President’s plan, and the Medicaid Restructuring Act of 1996.

If these tables are acceptable, please forward tne attached copy to Chris J ennings.

/\\i&a—/ %@\AM "Dﬁl if'\’{h

Attachment >(CM f‘kﬂ k,bvo M

11:08 am June 28, 19-9&G:\I\/IEDICARE\97BUDGET\REQUEST.CJ
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Medicare: Comparison of POTUS and Congressional Offers From CBO Apnl Baseline

(Outtays by fiscal year, in billions of doflars)

Average Average
Annual Annual
Total Growth  Growth

) 1995 1996 1997 1998 1999 2000 2001 2002 f1997-2002 1995-2002 1996-2002
cBoO Aprll Baselme , ’
Medicare, Net Mandatory Outlays . ‘

CBO Apnl Baseline ) 156.9 176.1 194.9 213.8 2334 254.4 277.0 301. 2 14747 9.8% 9.4%
Growth . —  122%  10.7% 9.7% 9.2% 9.0% 8.9% .,
CBO April Baseline Per-bene : $ 4252 $ 469 5115 5539 $ 5969 $ 6441 $ 6,925 8.3% 7.9%
Growth — 10.4% 8.9% 8.3% 7.8% 7.9% 7.5%
POTUS Savings - 0.50 (6.20) (9.00) (15.80) (22.40)  (28.90) (116.6)
VPOTUS Proposed '156.9 176.6 188.7 204.8 2175 232.0 248.1 1,358.1 7.9% 7.1%
: Growth — 12.6% 6.9% 8.5% 6.2% 6.7% 6.9% -
POTUS Per-bene $-4252 $ 4,708 4953 $- 5306 $ 5563 $ 5873 $ 6,203 6.4% 57% -
Growth —  -10.8% 5.2% 7.1% 4.8% 5.6% 5.6%
GOP Claimed Conference Savings 1/ - - (6.8) (11.0) (20.5) (28.4) {38.4) {158.0)
GOP Claithed Conference Baseéline 156.9 176.1 188.1 202.8 2129 226.0 238.6 i 1,316.7 - 68% = 59%
Growth — 12.2% '
GOP Claimed Conference Per-bene 2/ § 4,252 $ 4,700 4,938 5254 $ 5446 § 5720 $ 5,964 5.5% 4.7%
Growth — 10.5% 5.1% 6.4% 3.7% 5.0% 4.3%
Conference (Option 2) Savings - - - - - - - {168.0)
Conference {Option 2) Proposed 156.9 176.1 - - - - - 1,306.7 68%  59%
' Growth - — — — — — —
Conference (Option 2) Per-bene $ 4252 $ 4696 - - - - - 5.3% 4.5%
: Growth —_ — — — e — —_—

1/ Conference Agreement savings are derived by subtracting baseline amounts from the mandatory spending shown on page 11 of the Conference
Report. Savings amounts may not match totals shown in the Conference Report, probably due to rounding.
2/ Because the Majority does not discuss net spending, we have not seen these estimates yet, but we expect that they would "round” the per-capita
numbers in this way to make the growth rate look better (even though rounding $6,117 to $6,200 is clearly wrong).

Youi
6/27/96 3:32 PM

Page 1

NEWSPEND.XLS Conference Options



Medicare: Comparison of POTUS and Congressional Offers From CBO April Baseline

{Outlays by fiscal year, in billions of d‘olrars)

1995 1996 1997 1998 1999 2000

Average Average
Annual  Annual
Total  Growth Growth

. ) 2001 2002 11997-2002 1995-2002 1996-2002
CBO April Baseline
Medicare, Gr OSS Mandatory Outlays . 4 , ,

CBO April Baseline 1771 196.1 2155 2364 2574 279.5 303.2 1,620.5 9.2% 9.0%
Growth — 10.7% 9.9% 9.7% 8.9% 8.6% 8.5%

CBO April Baseline Per-bene $ 4799 §$ 5229 $ 5656 $ 6,124 $ 6583 $ 7,076 $ 7,580 7.7% 7.5%
Growth e - 9.0% 8.2% 8.3% 7.5% 7.5% 71% '

POTUS Savings - 0.50 {6.30) (9.40) (16.00) (21.60) (27.00) {(111.1)

POTUS Proposed 1771 1966  209.2 227.0 2414 2579 276.2 1,509.4 7.7% 7.2%
Growth e 11.0% 6.4% 8.5% 6.3% 6.8%. 71%

POTUS Per-bene . 47995 52427 54908 58808 - 6173.9 - 6529.1 6,905.0 6.2% 5.8%
Growth — 9.2% 4.7% 7.1% 5.0% 5.8% 5.8%

GOP Claimed Conference Savings 1/ - - (6.4), - - - - (141.5)

GOP Claimed Conference Baseline 177.1 196.1 209.1 - - - - 1,479.0 6.9% 6.2%

' Growth — 10.7% 6.6% - Co- - - »
GOP Clalined Conference Per-bene 2/ 47995 5200.0 54882 - - - - 5.5% 51%
: Growth —  83% 55% - - - - -

Conference (Option 2) Savings - - - - - - - {151.5)

Conference (Option 2) Pg’roposed 177.1 196.1 -~ - - - - 1,469.0 6.9% 6.2%
Growth — 10.7% - - - - -

Conference {(Option 2) Per-bene $ 4799 $ 5,229 - - - - - 5.4% 4.9%
Growth — 9.0% . - - - - . :

1/ Conference Agreement spending in FYs 1997 and 2002, and for the period FY 1997-2002 taken from pages 22-23 of the Conference Report.
Conference Agreement savings derived by subtracting baseline amounts from these spending levels.

2/ From page 23 of the Conference Agreement report. This appears to be the per-capita numbers calculated in Option 2, "rounded” to show
a higher growth rate (even though rounding $6,948 to $7,000 is ciearly wrong).

6127196 3:55 bM A Page 1
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Medicaid: Comparison of President's and Congressional Offers
CBO March 1996 Baseline
(Dollars in Billions)

Total

| FY 1995 FY1996 FY1997 FY1998 FY1999 FY 2000 FY 2001 FY 2002 _ 1996 - 2002
CBO March Baseline : : , .
Total Outlays 89.1 957 1049 1155 1265 1383 1516  1e6. 899.1°

Growth 7.5%  9.5%  102%  9.5%  93%  97% - 9.9% 9.7%
Per Capita 2472 2603 2750 2955 3,155 3,363 3699 3,862 |

| Growth - 53%  57% _ 75% _ 68%  6.6%  1.0% _ 7.3% 6.8%

President's Plan 1 o . :
Savings: - ~ 00— 00 17— 1.9 58— —-9.8— -162- — 21 -53:7
Resuiting Baseline 891 957 1066 1136 1207 1284 1354 144 845.4
: Growth 75%  11.3%  6.6%  62%  64%  54%  7.0% 7.2%
Resulting Per Capita 2472 2603 2795 2906- 3,011 3124 3215 3,359

Growth 53%  74%  40% _ 3.6%  38%  29% _ 4.5% 4.3%
Republican 5/22 Bill 2/ - | _
- Savings : 0.0 0.0 1.8 20 73 133 208 -30. 715
Resulting Baseline: 891 - 957 1067 1135 1192 1250 1310 = 136. 827.6

Growth ' 7.5%  114% ~ 64%  50% = 49% 49%  4.2% 6.1%
Resulting Per Capita 2472 2603 2797 2904 2973 3040 3110 3,164

Growth . 53%  7.5%  3.8%  24% - 22%  23%  1.7% 3.3%

1/ CBO 2/26/96 Scoring of President's Medicaid Plan net of VA and Medicare interactions ) )
Per Capita Cap Growth Index: Nominal GDP + 2.71% in FY 96, +2.50% in FY 97, +1.00% in FYs 98-99, +0.50% in FYs 00-01, +0.00% in FY 02 and thereafter.

2/ CBO 5/31/96 Scoring of HR 3507 - Medicaid Restructuring Act _

6/27/96 2:41 PM



June 20, 1996

@%@ Health Division ’ﬁi‘

Office of Management and Budget

Executlve Office of the President
Washington, DC 20503

Please route to: - _ : .
Nancy-Ann Mln : , Decision needed _—
< Chiis Jenninigs: | Please sign —

. — Per your request X
' Please comment

Through: Barry Clendepin % ‘ For your information
Mark Miller '

With informational copies for:

Subject: Rcsponse to Senate Budget Committee’s HD/HFB Chrons, BC.
Statements About Mcditf;are Savings

"'\

From: Anne Mutti M }

- — —— — —

Attached is HFB’s response to the Senatc Budget Bulletin’s criticism of Laura Tyson’s and
Senator Daschle’s remarks, as requested by Chris Jennings. We have also attached a copy of the
May 15th CBO letter to Senator Domemcx on the insolvency date of the HI trust fund as well as
a copy of the June 10th Budget Bulletir;z.
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The Budget Bulletin disputes that nominal cuts in hospital payments will have to be made.
It cites the fact that the Balanced Budget Act of 1995 included more Part A savings than
this year’s resolution and that allowed hospital nominal payment increases.

|

!

Response

The Budget Bulletin ignores the fact th:it the CBO baseline was recalculated downward in
December, resulting in reduced savmgs'for their Medicare proposals. Instead of scoring at $270
billion (including approximately $130 billion in Part A savings), the Republican proposal scored
$226 (including approximately $114 bﬂhon in Part A savings). The FY 1997 Conference
Agreement on the Budget Resolution included $123 billion in Part A savings' -- higher than the
$114 billion in the repriced vetoed reconciliation bill. Secondly, these savings estimates were for a
seven year time period. Their savings target now applies to a six year time period. Therefore, the

Republicans would have had to mcrcase the severity and/or number of their proposals to achieve
the same level of Part A savmgs

We have suggested that one possible way to achieve these additional savmgs would be to increase
the market basket reduction higher than their proposal of 2 percent. Because the market basket
increase is estimated to be 2.7 percent | for FY 1997, a higher reduction could lead to nominal cuts
in hospital payments. : !

The Budget Bulletin suggests that Senator Daschle was incorrect in asserting that the new
conference agreement proposal “woqld require Medicare per person to grow at only 4.7
percent a year.” The Bulletin notes that its growth rate is 5.1 percent.

Response:

Senator Daschle appears to be referrmg to-the Medicare gross average annual growth rate in the
Senate budget resolution. He made his remarks in a press conference on June 3rd, prlor to the
release of the conference agreement.

The Bulletin’s claim of a 5.1 percent growth rate is correct when assuming that gross per capita
spending is $5,200 in 1996 and $7,000/in 2002. These per capita spending amounts appear to be
based on the rounded conference agreement, or possibly House budget resolution, savings stream.
If the more precise savings stream is assumed for the conference agreement, the gross Medicare

growth rate for 1996-2002 is 4.9 percolnt.

' The Conference Agreement states that its Part A savings are sufficient to extend the
solvency of the HI trust fund for 10 years. CBO has estimated that $123 billion in Part A savings
would be required to meet that goal. ‘
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CONGRESSIONAL BUDGET OFFICE q. June E. O'Neil

U.S. CONGRESS ' - - Directo
WASHINGTON, D.C. 20515 . | | rector

May 15, 1996

Honorable Pete V. Domemcx
Chairman

- Committee on the Budget
United States Senate
Washington, D.C. 20510

Dear Mr Chau'man

At your request, the Congess:onal Budget Office (CBO) has examined the solvency of the
Hospital Insurance (HI) trust fund. Under current law, CBO projects that the trust fund will
become insolvent in 2001.

CBO estimates that the Adxmmsuaﬁ on's Medx@re proposal, including the transfer of certain
spending for home health services to the Supplementary Medical Insurance (SMI) program,
would postpone this date to 2005. Wxthout the transfer, CBO estimates that the trust fund
would become insolvent in 2002.

CBO has not estimated 2 specific proposal to a.chneve the Medicare savings speclﬁed in the
Budget Resolution adopted by the Commn:tee on May 9. However, legislation that produced
the savings stream assumed in the resoluuon would postpone the msolvcncy of the HI trust

fund untxl 2007.

une E. O'Neill

Smoerely,

cc:  Honorable J. Jamés Exoﬁ
Ranking Minority Member
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- TO:
FR:

RE:

Nancy-Ann Min

Chris Jennings

Medicare Numbers

| V\//
MEMORANDUM

 June 12, 1996

The Senate Budget Committee has been criticizing Laura Tyson's comments .

that were largely based on information provided to us.by OMB. If you could ask Mark

- Miller to review the attached numbers, it would be greatly appreciated.
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+ The conference agreement on the FY 1997 budget was filed on
June 7. Aggregate figures are as follows: l

FY1997 BUDGET RESOLUTION CONFERENCE TOTALS/
(8 in Billions)

6-ycar
1997 1998 1999 2000 2001 2002 total

Total spending: ‘

On Budget- |
BA 1318 1362 1392 1433 1454 1496 84|53
oT 1311 1355 1384 1416 1432 1483 SBFI

Off Budget- ) ]
BA 319 335 348 358 377 349 2125
oT 311 325 334 349 365 379 2063

Total-" |
BA 1633 1697 1740 1792 1830 1885 10577
oT 1622 1679 1718 1765 1797 1842 10424

Revenues: i
On-budget 1084 1130 1177 1231 1291 1359 7272
Off Budget 385 402 423 445 465 487 2608
Total 1469 1533 1601 1676 1756° 1846 9880

Deficit/Surplus: f
On-Pudget 227 224 206 185 42 103 -NA
Qff-Budget <74 .78 -89 96 -100 108 .NA
TOTAL 153 147 117 89 42 -5 NA

:0-1’_‘5: Totals may not 3dd due 10 rounding. ’

» The Conference Report establishes discretionary spendmg limits ‘

ate the following levels:

DISCRETIONARY SPENDING LEVELS
(S in Billions, Including Violent Crime Trust Fund)

Defense Non-Defense ) Total

BA or BA o7 Ba OT

1997 266 265 231 274 497 535
1998 269 264 - 225 263 494 527
1999 272 267 210 258 491 525
2600 274 271 225 255 499 525
2001 277210 24 246 491 51§
2002 279 270 221 245 501 514

NOTE: Totals may not add due o rouading. 1

SOURCES OF GROWTH IN MANDATORY SPEVD!N;;

+ CBO’s recently released annual economic and budgetary repon_

again exposes that it is mandatory spending growth which is
driving the federal budget and increasing federal deficits,

CBO projects overall federal revenues will increase from 811.428'
biltion in 1996.t0 $2,232 billion in 2006, 2n $804 billion or 56%
increase,

L3

Over the same period, mandatory spending is projected to
increase $780 billion or 89%, and consume nearly all of the
revenue increase. In fact, mandatory spending plus net interest
will be $925 billion hzg,her in 2006 than in 1996 or $120 billion
more than the increase in federal revenues.

CBO has also provided a detailed analysis of the sources of
growth in mandatory spending. As shown in the table below
most of the growth in mandatory spending is annbumble to
Social Security, Medicare, and Medicaid.

» Overall, these programs increase from a combined $640 billion
in 1696 to0 $1,273 billion in 2006. This is a $633 billion increase.

+ About three-fourths of the increase in Social Security spefnding

Pete V. Dorﬁemcx - Chairman
202/224- 6815 httpﬁwww senate. g,ovicmnm!budget/re e‘\seafbulletm hem

\u.v ‘N\fff’ v P"Jtm/cx«/

Bdget Bulet1

A Weekly Bulletm produced when the Senate is ir. session.

G. William Hoagland - Scatf Direcror

June 10, 1996

is due to cost-of-living increases and growing entollment. The
other quarter of growth is due to the increase in real benefits per
beneficiary. Beneficiaries entering the Social Security program
get, on average, higher benefits thaa earlier cohons of
beneficiaries. Their benefits are higher because, on average, their
real wages are higher than the easlier cohorts’ wages, and this
gets factored into their benefits at mma! eligibility.

By contrast, only about one-fourth of the increase in combined
Medicare and Medicaid spending ic due to growing numbers of
beneficiaries and increases in Medicare reimbursement sates,

Some $304 billion in the Medicare/Medicaid spending jump falls
into the “other” category, which most analysts would attrivute to
so-called “volume and intensity”. more services provided tc
" beneficiarics and more intense services per medical encounter.

Ouher, smaller sources of growth in mandatory spending include:
--Civilian, military, and other retirement COLAs: $31 biltion;

--Supplemental Security Income (SS1) beneficiary increuses
and COLAs: $22 billion; and

--Food Stamp automatic benefit increases: $14 biltion.

SOURCES OF GROWTII . MANDATORY SPENDINC
. Change from 199¢€ 10 2006
S Billions % of T otall

Total mandatory spending change + 780 P
SQURCLS:

Social Security:

COLA +117 15%
Caseload +14 67
Real Benefus +56 7%

Subtotal- Secial Security +219 28%
Medicars Caseload ' +39 5%,
Medicaid Caseload +24 3%
Medicare Reimbursement Rates +48 6%
fOther Medicare & Medicaid Increases 4304 39%|
Subtotal- Medicare and Medicaid +413 53%
Other Retirement COLAs . £31 - 4%
SS1 Cascload +9 19%
S$SICOLAs +13 2%)
Food Stamp Auto. Benelit Increase +14 2%
lAil Other +80 10%)

MEDICARE: UNCLEAR ON THE CONCEPT

» The Bulletin would like to clear up a few misconceptions that we
discovered during a June 3, 1996 press conference.

DASCHLE: “Private health insurance spending per person over the
next seven years is projected to grow at 7.1 percent. So, that's a
reasonable standard against which to begin to say what yon could -
expeet the Medicare system to do.” '

Bulletin: Private health insurance and Medicare sp:nding are two
completely different commodities. Comparing growth rates is
meaningless. In addition, increases in Medicare spending are not
Just price changes. They include increases in the quality and
quantity of servicés delivered for each beneficiary. ) s

‘

DASCHLE: “Their new proposal ... would require Medicare peb

- person to grow at only 4.7 percent a year.”

-

& A

Bulletin: Per capita spending, 1996. $5,200,
Per capita spending, 200§Z(pgoposco): $7,000
Proposed Growth rate: 5.1 % per person per year

“TYSON: "Thc President's plan to balance the budget, wkich has

« - &
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$124 billion.” i]
Bulletin: Savings without contingent proposal = 5102.9 billion,
Savings with contingent proposal = $116.1 billien. ]
Both figures provided by CBO, April 17, 1996. j

TYSON: "They are still proposing cuts that are 44 percent larger
£51 billion -- than the President's balanced budget plan.” |

Bulletin: The Bulletin is fascinated that Dr. Tyson's statement

emphasizing the difference between the two plans uses the correct
figure for the President's plan ($167 billion - $116 billion = §51
billion) but the statement about how much savings the President's
plan achieves uses a different figure (5124 billion). The Bullerin

B h i

hopes this is careless error, not intentional misrepresentation. f

TYSON: *The CBO has indicated that our plan to balance|the

budget, the President’s plan to balance the budget, does secure, the :

solvency of the trust fund for a decade. There is no appreciable

difference at this point between what our plan does and what their -

plan does on the issue of the trust fund.”

i . |
Bulletin: CBO confirms that, even giving credit for the home
health transfer, the President's budget fails to meet the goal of
solvency through the year 2006, “CBO estimates that, the

Administration’s Medicare proposal, including the transfer of. = "

certain spending for home health services to the Supplementary
Medical Insurance (SMI) program, would postpone this date to
2005. Without the transfer, CBO estimates that the trust fund
would become insolvent in 2002." [May 15 letter to Chairman
Domenici from CBO Director O'Neill]

DASCHLE: “And by our calculations they even will require, we-
believe, nominal year-to-year cuts -~ nominal cuts -- in payments
to hospitals.”

ﬁuilelinz Last year's Balanced Budget Act of 1995 included f["nore
part A savings than this year's resolution. Nominal payments to
hospitals went up in that plan in each year. The Bulletin urges
rechecking the calculations. |

TYSON: “Finally, let me just say that we, the President, led 'qn the
issue of the trust fund in 1993. The action of the 1993 budget
extend {the! ~ ° -itrust fund by three years.” |

Bulletin: 1 .y by primarily increasing taxes. OBRA|1993
subjected 85% of certain Social Security benefits to taxation (up
from 50%). o !!

DASCHLE: "They were slowing the rate of growth of Mecfii-:are
spending so much that basically what Medicare beneficiaries lwould

get would be insufficient to purchase the services they get today.”
. i ‘

. |
Bulletin. Medicare spending per beneficiary increases each year
because: (1) the quality and quantity of services delivered t{) each
beneficiary increase each year; (2) there are no market forces
constraining price growth, as there are in the private sector; and (3)
holding quality and quantity of services constant, prices increase
each year. The Daschle quote ignores (1) and (2).

BUDGET QUIZ J

Quegstion: Wha: was the percentage of federal receipts to GDP in
199572 : |

Answer: It depends. If you use the traditional budgetary measure

|

>- Do

the NIPA (National Income Products Account) measure the ratio
of receipts to GDP is 20.4%, the second highest since 198C.

» Federal budgetary revenues measure collections that are
niandated by the government’s savereign power to tax. They
consist of individual and corporate income taxes, excise taxes,
social insurance contributions, estate and gift taxes, customs
duties, and several miscellaneous receipts--or 18.9 percent of
GDP in 1995,

We arrive at the higher NIPA receipt totais, calculated by the
Commerce Department, by adding to budget totals: government
contributions for employee retirement, Medicare pant B
premiums, and deposit insurance premiurus, (which are all
classified as offsets to spending); and by making other small
classification adjustments, This nicasure attempts to track the
influence of the federal government in the overall econoiny.

The Federal budget records the receipts included in the NIPA
totals as negative outlays because they are either voiuntary
transactions or intra-budgetary in nature and are not considered
results of the government’s taxing authority. The difference is in
presentation, the shift in classification does not aflect the deficit,

CALENDAR

. ¥ .
The Conference Agreeinent inclides instructions for corsidzring
three separate reconciliation bills.

hewe s 7
HOUSE SCHEDULE

June 13, 1996 Welfare and Medwaid reform and Tax Relief:
House committees reconciled: Agricklture, Commerce, Economic
and Educational Oppoftunities, and Ways and Means.

July 18,.1996: Medicare Preseivation; Flouse committees
reconciled: Commerce and Ways and Means. ’

September 6, 1996: Tax and Miscellaneous Direct Spending
Reforms; House committees reconviled: Agriculiure, Banking,
, 2 Commerce, Economic and Educational Opportunities, Government
2 Reform, International Relations, Judiciary, National Security,
-~ Resources, Science, Transportation, Veterans Affairs, and Ways
and Means. ’

SENATE SCHEDULE

©June 21, 1996 Assumed Welfare and Medicaid Reform and
Miscellaneous Tax Relief, Senoate comminees reconciled:
Agriculture and Finance.

Julv 23, 1996 Assumed Medicare Reform; Senate commitees

reconciled: Finance. .
September 18, 1996: Assumed Tax Relief and Miscellaneous Direct
Spending Reforms. Senate commintees rzconciled: Agriculture,
Armed Services, Banking, Commercz, Science and Transportation,
Energy, Environment, Finance, Governmental Affairs, Judiciary,
Labor and Human Resources, and Veterans Affairs,

- EDITOR'S NOTE: BEST WISHES to Senate Budget Comnmittee
Staffer Christy Condon (formerly Christy Dunn) and her new
husband, Tom, who were married over the Memorial Day Recess,
The Bulletin wishes them many happy years together and the
avoidance of the marriage tax! .
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