MEMORANDUM

TO: Nancy Ann ' ' July 7, 1995
FR:  Chris J. ' ‘ .
RE: - Medicare Presentation Materials

As we have discussed, the Ways and Means moderate Democrats (Cardin et al) have asked
for a general briefing on Medicare as a first step towards coming up with a package of
savings proposals that they think are generally consistent with ours.

Pat G. wants to make certain we lay the necessary groundwork with the Democratic
Leadership before doing this. He also wants to make certain that should. this occur, we
undérstand how we need to very careful about what we say and don't say, and play a strictly
technical role.

Having said the above, Pat thinks we will have to be responsive at some point. In fact, if
done right, well and carefully, he believes this development could be constructlvc from the
. President's perspective.

Cardin has asked for a briefing for this next Tuesday morning. HHS has put together a first
set of briefing charts for clearance that [ am forwarding to you with this cover note.
(Knowing how busy you are, [ am also forwarding a copy of this set of materials to Mark ——
without this note.)

Please add or subtract other useful Medicare charts that you think would be helpful. I
personally believe that we should have the comparisons between the President's proposal and
the Republican conference agreement as well. Talk to you soon (I think we may see each
other on Monday.) ‘



MEMORANDUM

TO: Mark : - July 7, 1995
FR: Chris 1. :
RE: Medicare Prescntation Materials

Attached are some materials the Department has put together in preparation for a possible
- briefing for some House Members. I have also sent them to Nancy Ann with a separte cover
note.

vl Please review, change, and most important (hopefully) clear. If there are any other materials
you think should be added, please call. 1 would love your suggestions.

~

“Talk to you soon. Thanks.
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MEDICARE

Part A: N
Hospital Insurance
$114 billion in 1995 (CBO)

Uses of Funds:
e Inpatient Hospital Care

Skilled Nursing Facility Care

®
e Home Health Care
e Hospice Care

Sources of Funds: _

e Social Security payroll tax
Employers & employees each pay
1.45% of earnings

Part B:

Supplementary Medical Insurance

Uses of Funds:
Physicians' Services
- Home Health Services

$68 billion in 1995 (CBO)

Other Medical & Health ~
Services (e.g., lab, x-ray)

So"urces of Funds:

Premiums from beneﬂcaarles
$46.10 per month -

General Revenues
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Dollars in Billions
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"Per Capita Growth Rates
Medicare and Private, 1996-2002
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Where the Medlcare Dollar Goes
1993

SNF (4%)

Physicians ** (27%) |

| Hospital ihpatient* (54%)»

Home Health (7%)

* Includes HMOs and other Parl A expenditures; ** Includes Other Parl B expenditures
i Source: HCFA/ OAct ’
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- Medicare Physician Update Factors:
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Sources of Savings in Medlcare
- Various Proposals
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Out-bf-Pocket Health Costs as a
Percent of Income, 1994
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4 MEDICARE WHAT'S AT STAKE IN THE BUDGET NEGOTIATIONS
' January 16, 1995

Republzcans put Medzcare at rzslc Excesszve spendzng cuts - combined with premium

increases and risky policy proposals — threaten to transform Medicare into a second-class

medical system. President Clinton has a more sensible approach -- one that preserves the

basic structure of Medicare while expanding choice and preventive benefits, strengthening the

" trust fund and cracking down on fraud and abuse. T he President doesri ’t gamble with the
health of our elderly and disabled cztzzens '

MAGNITUDE OF CUTS. Republlcans cut Medlcare far below the pnvate sector rate.
. Republicans insist on excessive cuts that reduce Medlcare spending by $168 bllllon
over seven years -- 65% more than the President -- largely to pay for tax cuts for the
- well-to-do. These cuts, enforced by a rigid budget cap, constrain Medicare spendmg
growth to an unrealistic level -- 20% below the private sector growth rate.

+  The Pre51dent's proposal saves $102 billion through specific policy changes designed
to strengthen the Medlcare system, not undermine it. The proposal extends the life of
" the Medicare trust fund through 2011 -- leaving it stronger or as strong as it has been
in 19 of the last 20 years. And the proposal permits spendmg per beneficiary to grow
at close to the private sector rate. : :

PREMIUMS. R’epublicans force the'eldei*ly to pay 'more in out%i)fnpockét costs.

. Republicans insist on 1ncreasmg Part B premiums beyond. the current policy level of
‘ ~ 25% of program costs - raising premiums for an elderly couple by more than $400 in -
2002, based onthe latest CBO figures. This burden - totalling $30 billion over seven
years -- falls on a particularly vulnerable population: Seventy-five percent of Medicare
benefi ciaries have mcomes below $25 000 per year.

. The Premdent malntalns premlums at current pohcy levels keeping premiums at 25%
of program costs » o

LOW-INCOME .MEDICARE PROTECTION.' Republicans abolish premium guarantees *

for the elderly -andA disabled po‘or,,which could force many to lose physician coverage.

< Republicans effectlvely ehmmate the long standmg prov1310n that guarantees Medicaid
coverage of the Medicaré' premiums, deductibles, and copayments for older and
disabled beneficiaries near or below the poverty line. They fail to set aside any
Medicaid funding for deductlbles and copayments, and set aside less than half of the
funds needed to cover. the Medicare premiums of poor. elderly and disabled people
‘Hundreds of thousands of poor elderly and disabled Americans could lose funding for
their premiums -- at the same time that Repubhcans want to increase premlums

. President Clinton preserves the guarantee of coverage for low-mcome beneﬁmarles
- ensuring that at least 5 mllllon poor elderly and disabled citizens have access to care.
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STRUCTURAL FLAWS Republlcans msnst on offermg untested health care plans, such :
as Medical Savmgs Accounts, and dangerous billing practices, called "balance blllmg,"
that damage the foundatlon of the traditional Medicare program o

MEDICAL SAVINGS ACCOUNTS (MSAs) Republicans insist on the im‘rrl‘ediate"
adoption of new and untested changes to the Medicare program, such as MSAs that
experts say could harm the Medicare system and increase costs.

'Medlcal Sav1ngs Accounts appeal to the health1est beneficiaries -- the only
- ones willing to risk joining a health care plan with a very high deductible --
leaving: the sickest'and most costly beneficiaries in a weakened fee-for-service

program. The Congressional Budget Office. projects that MSAs will increase
Medicare costs by more than $4 billion over seven years; Lewin-VHI puts the

" price tag at $15- 20 billion. MSAs turn fairness upszde down allowzng the

healthy to benefit at the expense of the sick.

L The President’s proposal expands the range of plans available to beneficiaries .
' to include new managed care options, such as Provider Sponsored.

Organizations (which are plans organized by groups of physicians or hospitals)
and Preferred Provider Organizations (which are network plans that give
enrollees the option of receiving services from providers outside the network).
The President's new options ensure that Medicare plans compete by offering
more affordable, higher qual1ty care -- not by cherry p1ck1ng the healthiest and

‘ wealth1est beneﬁc1ar1es

‘OVER-CHARGING IN PRIVATE PLANS. Republlcan proposals permlt

physicians to charge beneﬂclarles extra in private Medicare plans, increasing out-
of-pocket costs and slowly drammg the fee-for-servnce system of both doctors and

: dollars

Republicans allow doctors to charge above the Medicare approyed amount -- a

practice sometimes called "balance billing" -- leaving the elderly vulnerable to - |

- higher costs. Balance billing gives doctors in the fee- for-service program an -
© - incentive to swiich to private health care plans, reducing beneficiaries' access to
' physicians in the traditional program. Moreover, without balance b1ll1ng

protection, only. healthy and wealthy beneficiaries will risk joining the. new '

.. private plans, leav1ng the fee-for-service program with a larger share of the
sickest beneﬁc1ar1es --.those most. costly to insure. Lo

- The Pres1dent ma1nta1ns the current proh1b1tlon agamst balance b1ll1ng in the ™

new pr1vate health care opt1ons

. i



. ' MEDIGAP Republlcans retam Medigap rules that effectlvely lock beneficiaries into
prlvate plans. _

Republicans do nothing to change Medigap rules that magnify the structural flaws
in their plan. After first enticing healthy beneficiaries into Medical Savings ,
Accounts and other private plans, Republicans make sure they never leave: Their -
proposal continues to let Medigap companies discriminate on the basis of age and

‘health ‘status against beneficiaries trying to switch back to the fee-for-service
‘program. By reducing access to Medigap coverage in the fee-for-service program,
‘Republicans subtly limit the health care options available to beneficiaries.

President Clinton eﬁpaﬁds the choices. available to Medicare beneficiaries, while
giving them the fréedom to transfer between private plans and- the fee-for-service
program as their needs and circumstances change. His proposal enacts long- -
overdue reforms, requiring Medigap companies to hold annual enrollment periods
and prohibiting them from discriminating against beneficiaries based on either age
or health status. The President's plan offers genuine choices -- not false ones.

ADDITIONAL REFORMS. Republlcans ignore critical reforms proposed by the Presndent
that will strengthen Medicare, including new preventlve care benef ts and aggresswe :
initiatives to crack down on health care fraud.

. PREVENTIVE CARE Republlcans neglect the benefits of preventlve care.

»

Even as Repubhcans increase premiums and out-of-pocket costs, they offer only
one new benefit -- coverage of oral nonstermdal anuestrogen for the treatment of
breast cancer.. -

Sy .
1

President Cl,intoxi‘sfbala;nced budget expands Medicare coverage of preventive
services -- by waiving cost-sharing for mammograms, offering annual
mammogram exams, providing colorectal screening for- cancer, and increasing
reimbursements for immunizations. The President's plan also offers a.new respite
care. beneﬁt for famllxes of beneﬁcmnes with Alzhelmers dlsease '

FRAUD & ABUSE Repubhcans retreat from the fight agamst health care fraud

Repubhcans put riew obstacles in the way of enforcmg current fraud and abuse
laws.. For example, they weaken the "self-referral" rules that prevent doctors from
receiving "pay-offs" for referrals. They raise the standard of proof for civil
sanctions, making it more difficult for prosecutors to fight fraud: They even
create an exemption to the anti-kickback statute for managed care plans.

- The President's plan by contrast continues aggressive pohcles to starnp out

Medicare waste, fraud, and abuse. For example, the plan expands "Operatlon
Restore Trust" -- the Administration's successful anti-fraud program -- making it
nationwide in scope. It also maintains both the current standards of proof for civil
penalties -- to énsure swift punishment -- and the protections against "self-
referrals" -- to ensure that profits don't cloud medical judgment.

i



MEDICARE WHAT S AT STAKE IN THE BUDGET NEGOTIATIONS
January 19, 1995

Republicans put Medicare at risk. Excessive spending cuts -- combined with premium
increases and risky policy proposals -- threaten to transform Medicare into a second-class
medical system. President Clinfon has a more sensible approach -- one that preserves the
basic structure of Medicare while expanding choice and preventive benefits, strengthening the
Trust Fund and cracking down on fraud and abuse. The Preszdent doesn't gamble with the
health of our elderly and dzsabled citizens.

MAGNITUDE OF CUTS. Repuhllcans cut Médicare far below. the private sector rate.

Republicans insist on excessive cuts that reduce Medicare spending by $168 billion
over 7 years -- over one third more than the President -- largely to pay for tax cuts for
the well-to-do. These cuts, enforced by a rigid budget cap, constrain Medicare per
beneficiary spending growth: 15% below the private sector growth rate.

The President's proposal saves $124 b11110n through specific policy changes designed
to strengthen the Medicare system, not undermine it. The proposal extends the life of
the Medicare Trust fund for at least 10 years. And it permlts spending per beneficiary
to grow closer to the pnvate sector rate.

PREMIUMS. Republicans forg:e the elderly to pay more in out-of-pocket costs.

Republicans insist on increasing Part B premiums beyond the current policy level of
25% of program costs -- raising premiums for an elderly couple by more than $400 in
2002, based on the latest CBO figures. This burden falls on a particularly vulnerable
pepulatlon 75% of . Medzcare beneficiaries have incomes below 325,000 per year.

’ The President rnamtams prem1mns at 25% of program costs.

LOW-INCOME MEDICARE EPROTECTION. Republicans abolish premium guérantees
for the elderly and disabled poor, which could force many to lose physician coverage.

-

Republicans eliminate the guarantee to Medicaid coverage of the Medicare premiums,
deductibles, and copayments for older and disabled beneficiaries near or below the
poverty line. They fail to set aside any Medicaid funding for deductibles and
copayments, and set aside less than half of the funds needed to cover the Medicare
premiums of poor elderly and disabled people. Hundreds of thousands of poor elderly
and disabled Americans could lose fundmg for their premiums -- at the same time that
Republicans want to increase premiums. :

. ' [ i .

President Clinton preserves the guarantee of coverage for low-income beneficiaries,
ensuring that at least 5 million poor elderly and disabled citizens have access to.care.



STRUCTURAL FLAWS. Republicalis insist on policies that will damage the foundation
of the traditional Medicare program. These including offering untested health care
plans, such as Medical Savings Accounts, and allowing doctors in new plan options to
overcharge or "balance bill." A

MEDICAL SAVINGS ACCOUNTS (MSAs). Republicans insist on the immediate
adoption of new and untested changes to the Medicare program, such as MSAs, that
experts say could harm the Medicare system and increase costs.

* Medical Savings Accounts appeal to the healthiest beneficiaries -- the only
-ones willing to risk joining a health care plan with a very high deductible --

leaving the sickest and most costly beneficiaries in a weakened fee-for-service
program. The Congressional Budget Office projects that MSAs will increase
Medicare costs by, more than $4 billion over seven years; Lewin-VHI puts the
price tag at $15-20 billion. MSAs turn fairness upside-down, allowzng the

‘healthy 1o benefit at the expense of the sick.

The President’s proposal expands the range of plans available to beneficiaries
to include new managed care options, such as Provider Sponsored
Organizations (which are plans organized by groups of physicians or hospitals)
and Preferred Provider Organizations (which are network plans that give
enrollees the option of receiving services from providers outside the network).
The President's new options ensure that Medicare plans compete by offering
more affordable, hlgher quality care -- not by cherry picking the healthiest and
wealthiest beneficiaries. :

OVER-CHARGING IN PRIVATE PLANS. Republican proposals permit
physicians to charge beneficiaries extra in private Medicare plans, increasing out-
of-pocket costs and slowly draining the fee-for-service system of both doctors and

dollars.

{
-

Republicans allow doctors to charge above the Medicare approved amount -- a

-practice sometines called "balance billing" -- leaving the elderly vulnerable to

higher costs. Balance billing gives doctors in the fee-for-service program an

. incentive to switch to private health care plans, reducing beneficiaries' access to

physicians in the traditional program. Moreover, without balance billing
protection, only healthy and wealthy beneficiaries will risk joining the new
private plans, leaving the fee-for-service program with a larger share of the
sickest beneﬁciaries -- those most costly to insure. :

The President mamtams the current prohibition against balance blllmg in the
new private health care options.
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e MEDIGAP Repubhcans retam Medlgap rules that effectlvely lock beneficlarles mto

pnvate plans. .‘ S

.

. f ! } .
Repubheans do nothmg to change Medrgap rules that magmfy the structural ﬂaws
in their plan. After first enticing healthy beneﬁc1ar1es into Medical Savings
Accounts and other private plans Republlcans make sure they never leave: Their -
proposal continues to let Medrgap companies discriminate on the basis of age and

 health status agamst beneficiaries trying to switch back to the fee- for-servwe

program, By reducing access to Medigap coverage in the fee- for-servrce program

”Republrcans subtly hmlt the health care optlons avarlable to beneﬁcranes

! .
Pres1dent Clinton expands the chorces avarlable to Medrcare beneﬁcranes while

giving them the freedom to transfer between private plans and the fee-for-service -
program as their needs and circumstances change His proposal enacts long-

. overdue reforms, réquiring Medigap companies to hold annual enrollment periods

and prohibiting them from discriminating against beneficiaries based on either age

or health status. The President's plan offers genuine chorces -- not false ones.

.‘-',ADDITIONAL REFORMS Republlcans 1gnore crltlcal reforms proposed by the Presndent
that will strengthen Medlcare, mcludlng new preventlve care beneﬁts and aggresswe .
initiatives to crack down on health care. fraud -

R

. PREVENTI\HE CARE Republlcans negleet the benefits of preventlve care.

S .
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2 Even as Repubhcans increase premlums and out-of-pocket costs, they offer only
- one new benefit -- coverage of oral nonsterordal antlestrogen for the treatment of

breast cancer. . .|
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‘ Presrdent Clinton's balanced budget expands Medxcare coverage of preventlve
~"services -- by warv‘mg eost—sharmg for mammograms, offermg annual
. mammogram exams, providing colorectal screening for cancer, and increasing
* reimbursements for immunizations. The President's plan also offers a new resplte
- care. beneﬁt for farmhes of beneﬁcranes wrth Alzhe1mers drsease
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FRAUD & ABUSE. Republmans retreat from the fight agalnst health care fraud

*I

a Repubhcans put niew obstacles in- the way of enforelng current fraud and abuse o
"'~ laws. For. example they weaken the "self- referral" rules that prevent doctors from-

receiving "pay- -offs) for referrals. They raise the standard of proof for civil ‘

- sanctions, making it more difficult for prosecutors to fight fraud. They even

create an exempuon to the antl-krckback statute for managed care plans '
r

‘The Presrdent's plan, by eontrast contlnues aggresswe pol1c1es to stamp out

Medicare waste, fraud, and abuse. For example, the plan expands "'Operation

- Restore. Trust" -- the Admlmstratrons successful anti-fraud program -- making it
" nationwide in scope It also maintains both the current standards of proof for civil

penalties -- to ensure swift. pumshment -- and the protections against "self-
referrals -- to ensure that proﬁts dont cloud medleal ]udgment :
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BgPUBLIgau uzn;gnns CUTS

» There has been eome confusion about how the Republlicans’
proposad Medicare lcuts will affect beneficiaries out-of-
pocket costs. - The table below shows the increase in out-of-
_pocket costs thatstha average Medicare beneficlary would
face under the Domenici and Kagich proposale, assuming that
the cuts are disLLibuted evenly between health care :
providers and beneficiarles.v

J

1 SE IN AVERAGE BENE ¥ QUT-OF-POCKET COST
| ‘ggég " Total 1996-2002
Dumenici Cuts 's.'%as , | L s3;175 ‘
Kasich Cuts’ :.sl,b3o o $3,445
3

L] Thase numbers differ slightly from numbers previously
released by the Admlnistration : :

¢  The rirst set of Aﬁministrationynumbers, in which the
increase in 2002 was estimated at $815-$980, were released
- BEFORE the Domenici and Kasich plans were announced. Those
numbers were based. on certain agsumptions about what might .
be proposed. The updated numbers in the table above are
more accurate since they are based on the actual proposals
as releasad o _
| : '
. For example, the Domenici Medicare proposal translates into
'~ an increase in average beneficiary out-of-pocket costs that
is $70 lower Lhan orlginally estimated tn 2002, while the
Kasich 2002 cut ia!$50 higher.

. : The correct numbers are in tne tabia above.
D
I
:
I
!

‘Nate: 1In the above table, tho Kasich Medinare cuts are estimated to be $27¢
billion over 7 {ea:s Some estimates have shown the sctual Kasioh cuts to be as
high as $283 billion over 7 yeaprs. Using the higher estimate of the cuts would
_ yield a slighlty higher increase in out-of- pocket costs..
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Senate GOP Medlcare P,lan

An Inltlal Review

|
‘Today, Senate Republicans released mformatlon about their pian for Medicare. For

the first time since the GOP took control of Congress, Senate Republicans have
developed leglsiatlon more extreme than the House version.

In sum, the Senate GOP plan targets bigger hits on seniors living on fixed incomes
then even the House plan The bottom line is that the Senate plan puts in Jeopardy
the contract Congress r}nade with seniors 30 years ago: Medicare.

 The following is a brief 1analys:s: of the Senate GOP plan Wthh is schedu!ed tobe

4 September 22, 1895

voted on by the Fmance Committee next week. Like the House plan, its numberone |

priority is preserving thei tax breaks for the wealthiest Americans—and using drastic
cuts in-Medicare to fund it. The Senate plan cuts Medicare three times as much—
~ an extra $180 billion in cuts—-beyond what is needed to restore the solvency
Medxcara trust fund. }' <

»' Senate GOP Plan H:ts Seniors Hard S

The Senate plan isa departura from the current Medicare system with devastatmg
consequences to Amenca s seniors. The Senate GOP plan

B doubles the premlums under Medlcare Part B;
|
B doubles the deductibles under Medicare Part B;
| '
W increases the'age of ) igibiiity for Medicare to 87; and,

n relies on a budget gsmmvck——that hits seniors who want to keep their
existing Med[care coverage«—-to achieve budget savings.

i
2R

Democratic lF‘olu:),f Committee ‘Tom Daschie, Chairman
United States Senate

Washmgto? D.C. 20510-7050

i

o

Harry Reid, Co-Chairman
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- GoP Budget Gm":micm

The GOP plan sets annual targets for Medicare expenddures necessary to
achieve the $270 billion in savings over the next seven years. At the end of

the year if savings come up short, the GOP plan requires Medicare spending = -

to be reduced automatically. These reductions will be made to payments to
prowdars i.e. hcspltals and physrmans

}
1

T he GﬂP’s New Medu:at-e Plan
The llntuld Stm'y

3270 BﬂP Prnpused cuts
o gf-asj ,_' f:‘;,l\leetled mr 'lbust Fund

ST
.

31 81 Aﬂdltlonal Medlcara Cut—
- where dues this money go?

e . . o~ et et
— VR i

Budget Expend:ture L:mlt Tool (BELT) How it Works

Under Senate Repubhcan Budget gimmnckry Medicare spending would be

- reduced automatically by means of “an annual Medicare budget expenditure
tool (BELT)” if it were anticipated that spending would exceed the limits ot
under the GOP budget targets. (Senate GOP plan, p. 53).

The GOP plan requ:ras the Offtce of Management and Budget and the
Congressional Budget Office to alert Congress annually of the possible need
for a BELT adjustment. A Presidential order, specifying the reductions for
payments to providers, will have to be issued on October 15th of each year.

i
!

i
|
i

|
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Part ’B Premlum‘lncreases. '

~ The Senate Repubhcan plan pegs the Med:care PartB premlum at 3? percent :
of program expenditures. = Although the amount of the premium is not
specifiad, this percentage is consistent with a doubling of current premiums
from $46.10 to $93 per month which w;ﬂ mean a 5384 increase over current
{awzn2002 : ; : : -
Means testing. beglns at $25,0007 At s75 0007 The Senate GOP press'
materials say that thelr means testing increases affect only those making
$75,000 or more, but the text of their plan states that the Federal subsidy will
be “phased-down ratably from the income thresholds over $25,000 of income
for singles [and $50, (;)00 for couples].” (Senate GOP plan, p. 44) At either
level, the plan does not specnfy how much of an increase these seniors will

pay.

H:gher Part B Deductzbles

The Senate GOP plan more than doubles the annual deductible seniors will
have to pay fromthe current $100 to $220inthe year 2002. Like the increase
in premiums, this’ lncrease in the out-of-pocket expense for seniors will not
benefit the Part A trust fund. These additional costs to seniors go dxrectly to '
fund the GOP tax breaks for the wealthy N o

Increase ln A ge of Ehg:bllxty

The Senate GOP plan w:ll change the age of ehg:b:hty from 65 to 67 gradualty
begmnmg inthe year 2003 . ,

3
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~ New Choices are Bad Choices ‘

~ While the Senate G(;)P boasts that its plan provides new options to beneficia-
ries beyond the current HMO and competitive medical plan, the new options

proposed raise senous concems. The new GOP optlcns include: .
A
M. 2 high deductlzble benefit coupled wrth anon tax favored medlcal
© savings account

| coordlnated cara health plans; and,

M union and assccratlcn-sponsored plans

The Medical Savmgs Accounts will undermme the basic Medlcare program

If a large number of; healthy beneficiaries choose this option, the soivency of
Medicare will be undermmed Beneficiaries can withdraw these funds for
non-medical purposes diverting Med:care do lars from the trust fund and-
acceleratmg its bankruptcy : ‘

I
In addition, the Senate GOP plan wlll gtve rebates to mdmduals who choose
the medical savmgs account, encouraging healthy seniors to' leave the

_current system addlng to the potentxal problems.

The Antr-fraud ]jProwsions are Phony

The Repubhcans cllazm they are gomg to clamp down on fraud and abuse—
at the same time they are cutting fraud enforcement. The GOP majority inthe -
House recently votad to-cut funding for enforcement in the FY 1996 Health
and Human Serwces Appropriations bﬂl by 15 percent

DPC Background Brief o o : p. 4.
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Achlevmg $270 bllhgn in Medicare Savmg

) Achlevmg Medicare savings of S’J‘?O billion today over the F Y 1996 FY 2002 period requires

that the proposals act\mtly cover 31x years since it would not be possible to enact and implement

| proposals saving money in FY 1996. - Achieving Medicare savings of $270 billion today would

requlre the same pohmes as, contamed in the Conference Agreement plus new pmposals
s

(1) Cenferen_c_e Ag:ecment The Conference Agreement was originally scored by CBO s
saving $270 billion. This estimate was later revised to be $227 billion under the December

1995 CBO baseline. Dclaymg proposals one year because proposals cannot be implemented
before FY 1997 would result: m loss of the former FY 2002 savmgs of $58 billion. Thus the

Conferenc,g Agreement wouid now save oniy $169 billion over six yeart; , )%é

) dgmonal Progosal§ Addlttona[ savmgs of $101 billion over six years would be needed 10

.Wﬂoﬁ
L
o

achieve $270 billion over six years Addmonal pohmes 1o acmeve another $101 bdhon in -

| . WCWM mclude
AN

o Indirect Medical Ed atio E.hmmatmg Medicare indirect mcdxcal education payments
entirely (instead of phasmg it down from 7.7 percent to 5 percent) could save an :
additional $30 billion. 5 , ,

o Hospital Market Basket deate Reducnng hosp1tal market baskets toa complete freeze
between FY 1997 and FY 2002 instead of the 2 percentage points per year reductxon in

 the Conference Agreement could save an ‘additional $6 blllmn .

6‘ ‘ Cgmtal for PPS Hgsgxtalsl Reducmg capxtal payments for PPﬂS hosp!tals by 50 percent
instead of 15 percent could save ar addumnal $30 billion.

o DSH: Eliminating Medicare DSH payments entirely (instead of graduajiy reducmg it
from 5 percent to 30 percent) could save an additional $30 bllhcn

0 ggﬂ Bad Debt Elumnatmg Medxcare payments for hosp:tal bad debts (mstead of
cutting it by 50 percem) cl:ou Id save an additional $1 bﬂhon ‘ o

o - PPS Exemgt Hosmgk Doub ing the reducuon in updates for PPS exempt hospttals and
increasing the reduction i m capital for PPS exempt hospital hospn:als from 10 percent to:

30 percent would save another $4 billion.

*
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3) Beneﬁgxg_x_‘y Propoggl Since it is unhkely that a set of pollmes such as theSe wonkl be
proposed, the only other place to dchieve big savings is with beneﬁmary proposals. A’ repetxtlton
- of the Conférence Agreement from last year would involve a 31.5,percent Part B premium dnd an
" income-related Part B prermium. ‘The followmg types of addmona.l beneﬁcnary proposals GOuld .
. achxeve addmonal sawngs o { S e

i
o Hame Health Coggg_men Imposmon of a copaymcnt equal to 20 percent of home ‘ + 3 .S_

: health costs would raxse about S.»;? bﬂhon /

) Rmsg the Part B geducnble Approxunate y $8 bxlhon could be saved by mcreasmg the

Part B deductible to $150/in 1997 and i mcreasmg it annua]ly by per caplta costs "
(resultmg ina deducnble exceedmg $200 in 2002) R :
i
i
1 5
I
'. "]T'fJ'Tél.f P. éz ) '




I
F
|
|
|
|

Prewous Repubhcan Statements on Cuttmg Medicare

i
'
i

‘ %
“The rezmbursemertt levels. of Medicare kave reached potentzally disastrous
levels...

From the “Minority Vzews included with the Ways and Means Committee
Report on the Health Secunty Act (H.R. 3600) signed by every Repubhcan
Member of the Commxttee, July 14,1994:

- “For more than a decade Congress has cut back on payments to doctors and
hospitals until they no longer cover the cost of care for Medicare... patients --
and the additional massive cuts in reimbursement to promders proposed in

-this bill [H.R. 3600] will reduce the qualzty of care for the nation’s elderly.
There will be no place else to shift.”

From the “Minority Vlews included with the Ways and Means Committee

Report on the Health Secnmty Act (H.R 3600) signed by every Repubhcan
Member of the Comrmttee, ]uly 14, 1994:

“Medicare PartA I hope, wtll not be on the table [to fund tax cuts] becausc I
would lxke to see that reserved for when we reform the health care later on
next year.” ' :

"~ Congressman Bill Archer, December 18, 1994, on “Meet the Press”

“We have here in this bxll thc seeds of the destruction of Medicare... let’s not
destroy a health care progmm m this couﬂtry tlmt we know works and that
 our seniors are depending on

- Congressman Clay Shaw, }une 25,1994, speaking agamst proposed Medicare .

‘expenditure reductions ‘dunng Ways and Means Committee conside rat1or1 of
H.R. 3600 |

“Make no mistake about it for the elderly in this country, [these cuts are]
going to devastate their program under Medicare.”
- Congressman Bill Archer June 25, 1994, speaking against proposed Medicare

expenditure reductions dunng Ways and Means Committee consideration of
FL.R. 3600 | :
i

“The Medicare cuts proposéd by the President would devastate the Medicare

program The committee must not approve these destructive Medicare cuts.’

- Congressman Clay Shaw, May 18, 1994, press release referring to the health
care reform proposal (H R. 3600) presented by President Clinton.
“I just don't believe that quality of care and availability of care can survive
thesc additional cuts. And that is the price that is gomg to have to be paid to

pay for these cuts.”
- Congressman Bill Archer June 25, 1994 speaking against proposed Medicare
expenditure reductions during Ways and Mcans Committee consideration of
H.R. 3600 , :




1
|
|
I

T would love to belicve that we could achieve the level of cuts you have in
this bill... But history tells us that this isn’t possible. And I think we are just

playing games here, we are just making the numbers match. That's all

Democrats have done in your bill to make it revenue neutral. You have just

estimated the number needed from Medicare to make the ‘numbers match

and I think the public undeérstands that.”

- Congressman Jim McCrery, June 25, 1994, speaking against proposed Medicare .
expenditure reductions during Ways and Means Comrmttee consideration of
H R. 3600 ]

‘

“The Republ:cans are attemptmg to secure the program which would be
almost absolutely desfroyed and trashed if the cuts that have been brought
~ into the bill are establ:shed ”

- Congressman Clay Shaw, June 25, 1994, speaking against proposed Medicate

expenditure reduchons dunng the Ways and Means Committee consideration of

- H.R. 3600 ,

!

“Mr. Chairman, I recognize and agree with your cali for bipartisan support on
this issue, but there are some proposals that many of us in good conscience will
never support because we know that they are bad for the American people.”

- Congressman Clay Shaw, May 18, 1994, press release referring to the health
care reform proposal (H R. 3600) presented by President Chnton

I think those of us on fhls committee especzaliy well remember the lessons A
of Medicare catastrophic coverage Iegxslatton, and recognize that making
changes without broad publzc support is a potential disaster.”

- Congressman Clay Shaw, May 18, 1994, press release referring to the health
" care reform proposa (H R. 3600) presented by President Clinton.
| : .
|

NOTE: The 1994 Ways and Means Commlttee health reform bill would have
achieved $168 billion in Medicare savings over seven years, all of
which-would have been re-dirccted to expand health care coverage, as
compared to 1995 Republican proposals to reduce Medicare spending -
by nearly $300 billion over seven years.

i

i 1
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“Forget the budget pressure, let’s find out what number saves Medicare.

We'll plug that into the budget. We're not going to fmd out what number the
- budget needs and try to reshape Medicare to that effect.”

— Speaker Newt Gmgrlch May 7, 1995, on “Meet the Press

t

. | ‘
- PREPARED BY THE DEMOCRATIC STAFF. OF THE
C(DMMI'ITEE ON WAYS AND MEANS, MAY 8, 1995
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Every Republican on the Ways and Means Committee last year,
eleven of which are on 0th€ panel this year as well, were signatories to
the following statement -- |
“...the additional massive CUTS in retmbursement to
provzders proposed in this bill will reduce the guality of care for
the nation’s elderly.” |

t

The current Ways and Means Chmrman made the fonowmg charge
last year —
- “I just don’t belte]ve that qualzty of care and availability of care
can survive these additional CUTS. And that is the price that is
going to have to be paid to pay for these CUTS.”

Current Subcomrmttee Chairman Clay rnade the following
indictment — r
- “The Medicare CUTS proposed by the President would
devastate the Medicare program... The committee must not
approve these destructwe Medicare CUTS."”

v
o
-
i

A Repubhcan Member of the Healfh Subcomrmttee this year and last

year commented -- ~?
“I would love to, believe that we could achieve the level of

curTs you have in this bill... But hzstory tells us that isn t

;;0ssible.” }

NOTE: The 1994 Ways and Means Committee health reform bill would have

achiovod €148 b !2 inn in Modirare cmnngc Over seven years, a all of

b ke ¥

‘which would have been re-directed to expand health care coverage, as
compared to 199|5 Republican proposals to reduce Medicare spending
by $283 billion oyer seven years, none of which would be reinvested -

to cover umnsured Americans.

. I
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Member of Congress
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o Is ARMEY ACCUSING
FELLOW E%EPUBLICANS OF LYING‘?

Dear Colleague o j

“In a bhstermg attack delivered to an American Enterprise Institute forum on
the politics of Medicare,’ “lthe National Journal reported this week, ”{Ma)onty
- Leader Dick] Armey mswted anyone claiming we are cutting Medicare is
simply lymg, since the program will contmue to grow only ata slower rate.”

Is Mr. Axmey saying that, Repubhcans on the Ways and Means Committee
‘lied last year during consideration of health care reform? It seems a
reasonable conclusion to reach ’

’ v %
» ]ﬂ- <rye i~ 7

Mgdzcare shggl t be g__o_ ggdgred ong gzoul bg a myste[y,

[See the reverse sxde for Repubhcans 1994 portrayal of ) .
reductxons in Medxcare expenditures.] : ‘

| a ii S | | |

' |
MMWWWW
mMMWMWMMm

- Com tgg p;;bhgans this ye y
If federal policy is changed so that services now fully covered by Medicare are
only partially covered, and charges currently paid by Medicare are pushed on

to beneficiaries, wouldn't you call this a cut? (See page 10 of the “House
: Repubhcan Budget Commlttee Recommendanons for. three quch examples)

And if the funds not spl:'nt on Meaicare oen?tmanes create room in the
udget to cut taxes for wealthy Americans, isftt it accurate to describe the
Medxcare cuts as fmancmg tax cuts for- well-to—do Amencans7

I've never had d1ffn:ulty acceptmg that reductions in pro;ected expendltures
can be considered cuts. | And this’ year, because of the drastic nature of the .

1 4‘~:..n v ~lmrr




- Persons who arc covered bv Medicare Part A and who elect to enroll in Part B.
will be eligible ¢ select covemge provided by MediChoice health plans, the
Medisave Option, or Emp over, Union, or Assocxanm sponsored health plans.

A greatly expanded choxce of plan options wil{ be made available 1o Medicare
beneficianes at ime of xnmai eligibility and during subscoucnt coordinated
‘annuzl open enrollment seasons, as follows.

f

Upon becoming eligible for Medicare benefits, beneficiaries may choose to

cnroll in any one of the {followmg

|
— original fee-f0r~5emcc Medicare, hereinafter refem:d 1o as the
fee for-service (FFS) plan;

—~ a prwatcly admuustered McdiChmce hea! th Plan in their market area;
(

- a privately admlmstered MedlsaVe health plan; or

— an Employer-sponsorcd, Assocxauon-sponsored, or Umon-sponsorcd
health plan fo!r which they are eligible.

| Coo

,Beneﬁcxancs will havc the opportunity to change their Medicare coverage once
each year during a coordinated open enroliment period in which all quatified
plans must partczpatc except Employer-sponsored pians

Employer~sponsomd ;Llam would operatc under contimious open corollment
proccdums under which retired cmployees, also entitled to Medicare, could elect
0 continue in the Mcdlca.m-quahﬁcd Empleyer plan without a break in

coverage. ‘ ;

During the annual open enrollment pcnod., beneficiarics may elect 0 enroll in
the FFS piaa. any McdzChozcc health plan in their area, or any Assomanon-
sponsored plan or Umon—sponsomd plan for whxch they are eligible.

|
|


http:Medisa.ve

f
‘
!
J
|

€nrollment Exceprions

Beneficiznes may elect tlhe Emplover-sponsored plan option upen retirement and
* if eligible for Medicare. | : ‘
|
!

A beneficiary enrolled in an Emplover-sponsered plan who subsequently elects
to disenroll from such a plap and enter @ MediChoice health plan, the FFS plan,
or 2n Association- sponsored plan, would be preciuded fro'm reentering the
Employer-sponsorcd plan in the future. '

Beneficiaries may elect the Medisave heal zh plan-option only upen initial
entitlement te Medicare|

Beneficiaries initally c}ecung the Medlsave health plan would have 2 120 day
cooling-off period durmg which the beneficiary could reverse the election and
choose instead to enroll;in the FFS plan, until the following open enrollment
period. Ifa bcneﬁcxary disenrolls at any time from the Medisave option, the
beneficiary 1s precludcd from rc-selccﬁng the Medisave opton in thr: future.

Beneficiaries may pctitilon the Secretary to disenrol! from a MediChoice plan
before the next open enroliment period, and return to the residual FFS plan or

select a MediChoice plan, if the beneficiary can demonstrate that the plan
committed any one of thc following:

- — violated the health plan’s conwact; |

= mlsmpmcn:cd thc health plan’s benefits or operating
procedures in marketing the plan to the beneficiary; or

|
!

— provided poor quahty care to the beneficiary: -

The Secretary must estabh,sh procedures that pcrrmt expedw:d cixspmmon of
such cases.

-

MediChoice Plans-

E
I
9
|
| y

Threugh MediChoice | fplans, a variety of new delivery system optons (such as
, | : ‘ A

| -2
?
|
|
|
|
j
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preferred provider organizations and point of service products) will be made

available to Medicarc_bcpeﬁciaries'.
|

3

" Health plans must apply to the Secretarv for cerification 0 pamqpazc as g
MediChoice plan. |

The Secret.ary will esmb{fish and administer mandatory centification standards for
MediChoice plans in the:following areas:

‘ i
— marketing;
— enrollment:

- disenrollment, ,

—  benefits (covered semces and prermums and cost-sharing requirements, if

applxcablc) ‘
|

!
~ cmergency and out—{af—plan services;
- reporting/disclosure;f
~ dzhvery system stan'dards
« service areas
+ plan capacity

|
|
* access 10 providers;
1
i
i
gl
!
4
1

— solvency;

— grievances. and
—~ sanctions;’

—  quality assurance szandards both intemal and external programs (see
additional pmwsmns), '

The federa} cemﬁcatxon standards reiatc only to plans’ pamcxps.non in the
Medicare program and: do not preempt state regulation of health plans.

— The Secretary may: impose user fees on MediChoice plans to finance the
i ‘

I3
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|

. e
costs of the certification program.

|

-
g
f
|

: {p\ g;i . vi

The President shall appomt a MediChoice Adwsory Group to offer to the
Secretary recommendations on certification standards.

e

The MediChoice Ad\‘riso#ry Group shall include members with national
recognition for their cx;:emse in the busmess of insurance, health care delivery,
heslth economics, and re lated fieids. :

)’

ualj tonl

Health plans must be acjcredlted as meeting quality standards in order to
participate in the MechChou:c program.

The Secmary will dctcnmme thc ﬁ':qucncy of quality accreditation,

~ The Secretary may prowde that private accreditation by an approved
organization is sufﬁcwnt to deem a plan as meetmg the quality assurance portion
of the cmxﬁcamon stan?ards for. participation in MediChoice.

To allow accreditation by a pnvam agency, the Secretary must ensure that the
agency’s accreditation standards are gt least equal to the quality assurance
sta:ndards established by the Secretary.

The Secretary shall estajbhsh quality assurance standards covenng

-~ quality managomem: and improvement progesses;
- utzhza:zon mamgcmcm;
~ credentialing; i

’ l

— an internal gncvancc process;

-

—  patient access to an:n and other mxormanon ahout the plan, its services,
' .

[-4

i
i
!
|
i
1
|
|
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providers of care, a_r{d patient rights and respoasibilities;
-~ patient privacy; and

— medical r:cord.s. *

Quality Megsurement !
The Secretary shall establish quality measurement standards based on
recommendations by a Working Group on Quality Measurement.

The Working Group shall be made up of experts in health care quality, data, and
consumer feports. !

i

| . |
The Work.ing Group shill make recommendations to the Secretary on:
]
—~ establishing computc:r~based panent records, including issues rega:dmg

privacy; ,
~ standardizing clinical data collection and transmission;

~ standardizing consumer satisfaction data collection;

}
i

I
'~ appropriate uses of such dam and -

— the format for mformmg beneficiaries regarding the quahty perfounance of
MediChoice health p!ans

Financial Solvy f ' '

' The Secretary shall estx;.biish financial solvency and capital adequacy standards,
based on rccommcndmons made by the National Association of Insmncc
Conumssmncrs by MAﬂch 1, 1996

All marketing materials must be approved under guidelines established by the

Secretary. The Secretary shall cstablishone-stop” approval prooedures for any
plan certified 1o offer bcneﬁts in more than one market.

1-5
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‘The Secretary shall esraohsh fair direct sales gmdchncs including a prohxbmon
: agamSt agcnts compicung enrollment forms for beneficiaries.
|
|
. ' i.‘
Benefits

Requi remens for basic and supplemental bencﬁt offcrings by McmChozcc plans would
be csmbhshcd as fol]ows :

MediChoice plans shall oﬁ'cr services cquxvalent 10 Mcdlcan: covcrcd setvices n the
FFS plan, but with d1scrct10n on delivery appmaches :

MediChaice plans may csxlabhsh cosr-shanng apmopnam to the delwcry systemn.

MediCholce plans cannot !place limitations on mpaucnz hospztal days that are more
restrictive than the FFS plan '

"Any supplemcnm beaeﬁts oifmd by McchChoxcc plans are opnonal for the
beneficiaries (they may elect 10 get anly Medicare beaeflts).”

Bcncﬁcmncs may selcct Tupplcmcntal covcz-agc oﬁ‘crcd by any qualified health plan
Beneficiaries will select mez.r supplemental oovcragc dunng the same cnmllmcnt pcnod

as for basic Mcdicare benefits.

. Premiums aod Payment Rates

A series of rules on MChctcc plans premium dcvr:{opment, and the
. development of & maxiTet -basged price will be es‘tzbhshed

‘Health plans must subjmt premiums for the plan's bcncﬁt package and
information on the plan s MediChoice enmllmsm capacity, for each market arca,
1o the Secretary by a dam detzrmmcd by thc Secrebuy :
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-- The premmms submmed by the plans for ‘V{edlca.re benefits shall be the (gra}
premium required bv the pian :

- Once submined, health plans may not.change their premiums until the next
vear and must collcht from the beneficiary the difference berween the toal
premium and the MediChoice rate, if the MediChoice rate is lower.

|
| J | |

Health plans must agree to serve all beneficiaries in 2 marker area on 2 "first-

come, first-serve” basxs. up to plan capacity (except that current enrollees have

priority over new en.mllees)

- i ice Ra
T .f

In each market ares, be’*zeﬁciarics in MediChoice health plans will get 2 uniform
MediChoice rate paid on their behalf to the plan of thezr chaice.

The Mcd1Ch01cc rate \&Iflll be the lower of :

— the market rate; or[’
—  the FFS proxy pmn‘nium.

The market rate will cqual the average of premiums submitted by plans in the
market area less a percentage of the difference bethcn the average and the

lowest priced plan. !
Payments 10 Mggghgige Health P

The MediChoice rate wﬂl be adjusted for demographic and risk factors before
payments are made m MediChmcc health plam

MediChoi .
J , .

If a beneficiary enmlls ina McdxChoxce plm that charges less than the

- MediChoice rate, the plan will rebate the difference to the beneficiary in cash,

or, at the bcncﬁc:axy s option, apply the dxﬁ‘erencc to supplemental coverage

premiurms.

;}f
|
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, !
[f 2 beneficiary cnroil% in MediChaice plan that charges 2 premium in excess of
the MediChoice rate in the markct area, the beneﬁcxarv must pay the additional
premium to the plan, } :

!

 Market Areas Ii
' ' | s
The Secretary shall be required to establish the geographic boundaries of Medicare
market areas according to -guidelines set in legisistion.

i

i

Ezch Medicare b:ncﬂcxm w(ll be assigned to a market area based on place of
principal residence. ‘

The Sccrctary shall set tﬁc market areas in & manner that:

~ creates market areas ‘thar. are lerger than counﬁcs. or thn aqmva}cnt of countles in
areas that use other dcaxgnauons. and

~ covers all areas in Lhe Unlted States without overlap

In general, a metropohun statigtica] area (MSA) shouid be mcludcd in one markct
area.

~ However, the Scamry may make exceptions to thls rule to sllow smaller market
areas when an MSA is large, but the sub-MSA market areas shall be set in &

~ manner that does notl'segreptc the Medicare population by health status.

State Boundaries - .

In generel, the Secretary shall accept market arcas that build upon boundaries

established by Staus for privmz health insurance purchasing cocpa'atives or similar -

insurance purposes if: l '

- :be State boundaries do not genernlly viciate the rule mprdmg metropolitan
statigtical areas; and 1

. l -

- adopling the State boundaries will not conflict with market arcas for bordering

1 .
! : ' \
f - 1-8
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States.
i
State boundanies that ate used to establish Medicare marke? areas need not bc
contiguous areas,

!
.
|
Admintstration
The Secretary will be required to establish and edminister 2 coordinated open

enrollment sysiem for Medicare beneficiaries encompassing all MedzChoxcc and
~ Medigap choices.

]
1l
¥
Coardinated Enroliment’

: i,
The Secretary will establish a process through which beneficiaries will elect their
coverage at initia! eﬁg‘lbxhry and at snbscquent annusl, coordinatcd open en:ollmcat
petiods. E |
Beneficiaries will select j.h:ir Medicare and supplemental plans (including any Medigsp
covarsge), during the coardinated open entoliment period.

Default Enroliment |

' 1 .
Beneficiaries not submimng an enrollment form will be sutomaticslly enrolled in thc
same plan they were mllod in for the prior year.

New beneficiaries not submming an earollment form will be aummanu.lty enroned in
the FFS plan. ' : .
The Sectetary shall contract with & oeutral entity in each marker area to provide
informaaton to bcneﬁciarica about theis coverage qpﬂons 4

- In genml the Smtary shall use existing carriers md intmed:mes, unlm 2
carrier or lntc:medlmy is offering & MediCholce heamz plan or Medigap msmnce
in the market ares ;

. |
Infnnnmﬂn_m_ﬁmﬁsixm
Each market ares conmcwr shall publish an informstion booklet that is provided
timely to all Medicare bmﬁcxmes 10 permit enrolimemt choices at inftial eligibility

[-9
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- plan availabiliry:

i

|

|

for Medicare and for subsequent enrollment periods.

~ The booklet will includc:;\ informaticn regarding:

1
. . : 1 ] “ '
-- ' the premiums beneflciaries will pay for the various options;
-~ quality information. \inc’iuding consumer satisfaction information;
~ beneflciary rights and responsibtliries under the options.
|
1 .
Each market arca contracior will also:

~ mainisin an §00 aum‘ber for bencﬁciuy inqulries; and

-~ sponsor enroliment pcnod fairs, with salespersons provzdmg approved mukczmg
materials fom all a.rna MediChoice health plans '

l
i

Employmeut, Asaociatton, and Unlon-Sponsored MediCholce Plans.

Medicare beneficiaries will have new choices i.n which, under selected

_conditions they are pcrmim:d,to earoll in employer-sponsored, associstion-

sponsored, or umon~spor11sored health plans.

Employers may establish MchCholce health plans for former employeas and
their spouses. =

Former employees. shall be defined by the employer bus 8y not exclude
persons based on health stanm

Unions may establish a MadAChc ce bealth plan for Medicare-e @bm union
members. . .

|
Qualifled Associations may spansor & MediChoxce health plan for members, and -
such plans must meet the same standards as other MediChoice plans, except that
they may limit enrollment to members of the Association

i ' 1-10



[n general, qua Iﬁtd (Association plans will:

have a primary purpose chat is not the provision of MediChoice coverage:

not discriminate among members based on health status; and

—~ offer MediChoic’é coverage (o all members who are eligible for Medicare.

ice Pavment:

MediChoice payments to Employer, Asscciation, and Union-sponsored plans

shall be on the same basis as payments to other MediChoice plans in the market
ared in which 8 beneﬁcmy resides.

Alternatively, such pls‘ms may negotiate a federal paymeht rate certified by the |

Secretary as budget neutral relative to payments that would have been made on
behalf of the M:djcarc enrollees.

1
l

‘Maedlsave, Cammpﬁk Plans

\

Beneficiaries will have an opnon of cnroilmg in a private, catastrophxc medical
expense plan, combinnd with a medical sevings account. :

El. .! .l. : . « 1
|

To be eligible to elect the Medisave option, persons must:

-~

-~ be eligible for Medxcare baged on 28¢;

- maintain @ quahﬁeq. Medisave sccount;
!

~ maintain qualified ﬁmsmpbic medical expense coverage;

, = self-ingure for the doduct:b e and pay all miedical expenscs from the

account; and 11

— forego other Medxcare coverage options permanently, after the close of the
injtial cm!mg-oﬁ" penod

‘\I | -1
|

|

i
i



i
¢
|
|
'

Cooling Qff Pengd \
Persons electng thc;‘Mcdisav‘:: option will have 2 110-day cooling off period
during ‘which they may elect to switch to the FES or 2 MediChoice plan.
: | :

The Secretarv shall ffcccup anv unspent cash payments or credits made to the
beneficiary during the time the beneficiary elected the Medisave option.

alified Hj c1ibl y

. ‘ | .
The Secretary will csrablxsh guidelines for certification of gualified catastrophic

medical expense pl an coverage, including raung requirements.

— Thes deductible 'shall be indexed to the CPL.

‘!
v Pa Lo

‘Mediswc paymcnts shall be made directly to the individual's Medisave account

and will equal the MetdxChome rate for the mark.ct area, adjusted for
demographic factors. ! .

1
l

Medicare sziew Coinmission

E

A new Medicare Rcvmw Commission is esub lished to replace ProPAC and PPRC.

Purpose \

The comrmission will rcpon 16 the House Commitrees oo Ways and Means and

Commerce, and the Segste Committee on Finance on all aspects of the Medicare
program and make. raccm\:mendsﬁcm to the Committees for changes.

The Commission mcmbcrs 'will be appointed on the samc basis as members aro
appointed to ProPAC Lmder currentt law.



l
] . »
The Commusston is authorized at S million each vear.

o ‘

: V |
 Required Anpugl Repony
'\
The Commission is required to provide & report by March | annually covering ail
‘aSpeccs of the Medicare 'lprog'am including anelvsis and recommendalions.
’ E

The report shouid: \ .

)
¥

assess fccffcr-scrvic:lc pavment s?stcms (PPS e.ﬁd RBRVS);

o analvze the rdi_stribut’-\ion of MediChoicc payman§ rates across market areas;

- recommend adjusun‘\(:ns in payments to McdiChoice health plans for relative risks;
recommend modiﬁ%ﬁons to the MediCholce bcncﬁt p'ackngc configurations;

—~ provide advice on i:f‘xpm'vfing the quality of care in MediChoice health plans; and

!

& _
“The Commission shall re'port by January 1, 1998 on recommendations regarding
indexing the market area McdxChozcc rates.

— provide sdvice on assuring access to care pravided by MedIChoice health plans,

The report shall mzluds an analysis of moving to indexing mswad of mark:t~bascd
pncmg ‘ .

Initiation of rcform Options and changes to the ¢urreat HIMO program will require
mansition pericds and rulcs

A uansition pcnod of ti:m:c years would be srabhshed dunng which blended peyment
rares would be paid o nsk and cost contractors,

Cost contractors would bc\ required to tmasinon to risk contracts by the close of the
trapsition peniod . L . -~

|

| | [-13
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[tem 11 :

I

Di zbetic Self Responsﬂ\:llirv

Retmburse for diabetic. clducation and care programs.

Cardiac Disease Altem‘gdve Self Rgspodsibllity

Reimburse for coronary heart disease (CHD) education and prevention programs

. |
Screening Improvements

|

Reimburse for colorectal 'canccr screening. Reimburse for prostate cancer screening.
. Address mammography uuhmuon issues.

-\.
1}
|



[tem (I | \

Cost Shariag Uude‘r Medicare Fee-For-Service Program

Option |
i : . .
A ncw program would be established to encourage bencficienies 1o self-insure (not
purchase Medigap covcragc) for Medicare coinsurance liabilities. Corresponding
modifications arc ma{dc to current Mcdzgap stendard policices.

Beneficiaries cnfollcq in'Part B and agreeing to self-insure for the Part B coinsurance
would get:

o » ) .
- a reduction f’an B cowsurance from 20% to 15%: and
s ;

- annual ém-cf-p\iockct protection of $5000 in 1996 (indexed to overall growth in
Medicare expcf\xdimrcs).

Beneficianes who conunuc enroliment in eny type of Medigap plan covering the Part

B coinsurance will pay a comsumncc rate of 25% instead of 20%. 2

Qupdon T |

Beneficiaries who cboosc to enroll in any type of Medigap plan will pay-a coinsurancs

rate uf;g;% instead onG% i "
/ t

!
i

Prnhlbit Insurance for Part B Deducﬁble

"Medigap policies would be precluded from covering the Part B dcdu:ﬁblc expense.

\
The Part B Deducﬁblc

Increase the Part B dcducub ¢ foc lf,g,éjnd wmmaﬁu V

——————
i

 Extension of Part B Premium
Maintain bmcﬁdary reépons {bility for the Bart B premium st the cmt percentage
(31%) of program costs (elternatively, increase it o 33% or 35%).



l

l
t \
Income-Relatsd Reduction in Medicare Subsidy

~ Medicare would be i mcomc related by imposing an addmonal premium ¢ cover pant o

{
the cost of Part B which is currently subsidized by the general fund. This additional /‘7
premium would be collected annually with payment accompanying the April |3th

filing of income taxes.| All Part B enrollees would continue 10 pav the otherwise

applicable premium in effect for the calendar year.

|

i

Coinsurance for Home Health

' | .
Impose a 20% coinsurance on home health services.

‘1 |
Coinsurance for Skilied Nursing Facility Services

'.

Irnposc a},@j{a_;:oumxancc for skilled nursing facility services for the first 20
days of a skilled nursmg facxhty sty

?.

Coinsuraance for Cliniczl Laboratory Services

|
Impose a 20% coinsmanpc requirement on all clinical labomory services, or
~— ,

- lmpose a 20% comsumcc requirement on buadled clinical abommy services.
’ — i
1

i
‘.
| 1
|

|
|
;,
|
|

i
%
'
'
N



| \
Item TV B
\

Fraud and Abuse

Rencfigian [nczagive ?irozrgr_r}_

Specific qui tam ("whisltlc blower") provisions for Mcdicarc peneficianies.

[nceative progrem for bcncﬁcmn¢< rcportmg of overcharges in billing (non fraud) b
};oﬂdc-s with bcncﬂczmcs sharing in savings.

[ncentive program for b\cncﬁctanes suggestions for improving pmgyam efficiency with
beneficiaries sharing in s{avmgg

| |
[Expend mail fraud stann:“c to explicitly include Medicsre and private bealth plens.
- Expand mml fraud smmn: to include private mails (cg FedEx).
- '“Immnﬁnx_mmmniﬁsm
Es:abhsh:ﬁvxsowcpmicns - S

-t

T anan:anon gf,Medicarc\md__stregs.
- " . -, .
‘ . R - - . ;

Voluntary disclosure pmgram for Medicare.

Clznfy program mlusmn proﬁswns to include debarment periods for spccxﬁc types of
violations. , i

A |
- T Clarify the “should have kbown standard”.
| Cmnfy intert standard md\safe harbot concept.

Amend wcpmmmmdﬂmpmymfmmfamls
Clanify discount exception (;im:ludz excepton-for capitated programs).
|

|

|
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|
|
!
|

Amend formula for &

. civil monetary |
appropnate. | an penal

|

i

ties 1o BSsure that civi |
vl monetan- .
- Penalties ar
. c

7

{
|
l
[
l
|
!
|
t

!
-
i
[
i
|
[
|
i
} -
Iv.:
|
i
|
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. | Regulatory Relief | -

chﬁ Medicare scc?n‘dary payer data match.

Physician Se?f—ReferTal

Amend the P‘l}sxcm.n \Se f-Refen’al les as follows:

.o

¥

B

. *'Moratonum\on cffcctwc dare; -
: chcal section on compcrxsatxon arrangemcnt‘

- Eliminate tbe prohxbmon against physicxan s pmcnca pmvxdmg durable

medical cqmpmem and parcntcml and :ntcm.l semccs

\ A
Elinmiinate tbc “site of service” restriction on m-cfﬁcc scmce-

\
'Amcnd the physician supcrv:.sxon r:qummcm apphcablc w© non—physxcxan

pmonnel to é:lanfy that direct supcrvismn is oot mqumd

Amend the “general supervmon rcqmrcmcm

Add a ccmmxlnity need exccpnon,

Add "shared mca exccpdon ‘

Expand the prt\fpaxd axccptmn to include state rcgulzz:cd end Medicaid plans

Expand the pre\pmd c;ccption to include prcfcrrcd provider orpnimans

l

Clmfy the rural exception to mcludc’mt.e‘regmw' and Medicaid plans

Clarification of Mcdsgapt Non-anlimﬁcn

t

Revise rules to allow coardmatmn of benefits for 10ﬂg—tcrm care, nursing hom:, home
hezith, and commumt}—based care policm's - A : V

‘L‘

i
|

|
|
\



|
|
Eliminate separare discj

2Ciosure notices and re
they may duplicate’cdor
{
\

quire plans 1 outline the degree 1 which
dinate with

Mcdicare covered benefits.
{

i’x

]
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, 1 ,
Medicare Sustaigabl e\ Growth Adjustmeat

Sp{:mﬁc growth rates in \/fedzcarc outlays for Part A and Part B would be set for each
of Lhc 7 vears covered bv thc budget resolution.

Tne Sccrcxary would estimate M:dlcarc growth rates annually. If program spending

exceeds growth rates scit in law, then outlay reductions will be wiggered. Growth rates
for the capitated programs, MediChoice and Medisave, would be set in advance 10

meet the targets, so ouﬂay reductions, if necessary, would be made only in the
“Medicare FFS pmgnm :
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| |
- z
t 1
Hem VI |

T _ ,
| ] ' -
Market Basket Lpdz‘tc

\ ; p—— .

' Rcducc Medicare prosp:cnvc payment svstem hospuial rate updaxc 10 market basket
minus fPothtml rangc 0.5 --2.0).

I ,
o
Disproportionate Sh'are

s

‘Reduce Medicare's prospective pa.ymcm systcm disproporticnate shere ‘adjustment to
hospmﬂs by (20 - 30%)

!

1 o
’\ ;
pr‘amnr Capitsl Rthttd Costs

Rcbasa Medicare's prospccuve paytoent system’ s federal and hospital-specific rates for
caprmi paymeats, '
';. ‘-

Indim:t Medical Edncndon

vcdnaﬁon mdjustmmr, L.

-
r

Rx.duc: peyments und::FMcdxm s WW

T Lt -

. - . C e
- . : 1

!
i
\
t

NonPPSBosphnls ; R s B

Rcbas.: the long-term m hmpimls cost-based payment sylsmm.

Tmnsiuonal cost mdxman for rebabilitetion facilities (OBRA 1993 m.:rk.et basket
-educnon formuia applu:d for years 1996 1997, 1998).

Embllsh prospectve pa\ymmt system far rdmhﬂimcu facilities cﬁcc::ve 10/1/1999.
| o

Reduction in Payment “\for Hmpiﬁl Bad Debt

\

Wpammfmhmyimlb&d&bt%— -
o \ T e :
| | =

{
1
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|
1
|

1 . .
Extension of Skilled Nursing Facility Cost Limir

|

Maintain savings from skilled L faile: .
£ nursing fa ire i :

budé;ct. | sing cilities cost limits included in the President s

; , . :

| |

i
{
f
|
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. Prdcess of Updating Physician Fees.
| 1

Qpuion | |

i |

i ) 1 ) . .

Ado{pm the Physxcxm Payment Review Commission (PPRC) recommendations o carrect

the tany structural problems zhat exist with the Medicare Volume Performance

Sterdard (MVPS). A

{

|

- t
o
Option 2
H

chéal the MVPS and rtturn o the Medicare Economic Index (I\&EI) used priot to0

physxcan payment mfar{m for updaung physician payments as & mechanism for
upda:mg physician fees.
i x

chla.cc separete conversion factors for swrgical, nonsurgical and primary care services
with ! 2 single conversion factor.

| |

Estall:lisb 1 Bospitnl dntpadcnt Prospective Payment System.
I

Esrxbhsh 2 prospective paymcnt system (PPS) for hospital outpatient d::pamncnt
(OPDs) based on a.mbulatory patient groups (APGs), that would cover all hospital-
based: outpatient scmc& ,

Limit! beu:ﬁczar‘y comsqrancc to 20 perceat of thc Mcdmm payment smount under the

Ou:pancnt PPS

o

|-
: !
Reduft Payments to Pl‘llyxicians for Ove'rhand.
t
|
|

Undcr TeViCW.

3

' Comp‘{cdﬁv& Bidding fo; Darable Medical Equipwment
Develop a competitive bidding process for dursble medical equipment contracts.

i
Compstitive Bldding for Clinical Labaratory Services

i
|

—~ i
e e et i
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bidding process for clinical laboratory services

i
|
|
clop a compctizivcj

{
!
|
J
|
|
l
]
!
|
f
|
|
|
|
i
?

¢
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" Extensions of Secoadéiry Payer Payment Requircments.

R A
The Medicare secondarv paver praposals are extensions of provisions that are set to
expire at the end of 998 included in the President’s budget. The threc MSP propgsa}
would:

-- c’ﬂcnd the data rnatch between HCFA IRS. and SSA to identify the primary
payers for \dcdlcarc enrollees with health coverage in addition to Medicare:
- extend the pmvmons making Medicare the secendary payer for disabled
- employces with cmpioycr-baScd health insurance; and
- extend the pmvzsron requiring non-Medicare msurcrs to be primary payer for
"~ ESRD patients for 18 months befcrc Medicare becomes the pdma.ry payer.

| Improve MSP Prognxn

Dcvc.lop 8 mechanism to prospccnvciy zdcnnfy mdmdmls with othcr coverage.

Home Health Service% Extension of Cost Limits

Maintin savings home heaith services from OBRA 1993.

|
|

Establishment of Haum1 Health Payment leit‘s;

- - \ ‘ » : .
Establish a per visit payment system, subject to a 120 day (not visit) per episode cap,
with home health agcm:m sharing in any savings if total per cpzsod: payments are less
than the cap. .
Create an “inlier policy" ;zxctudmg short term use of home health care (such 85 20
~days) from the cap. L ’

i

. Create 8 "volume pcrforﬁzmc:: sindard” methodology to mducc payzmm if savings
ﬁ'om payment hmn systcm are oot achxevtd : ‘



