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Persons wha are covered by Medicare Part A and who elect to enroll in Pant B,

" will be eligibls t¢ select coversge provided by MediChoice health plans, the

Medisave Option, or Employer, Union, ar Association-sponsored health plans.

A gready expanded choice of plan opdons wil! be made available to Medicare
beneficiaries 2t time of initiai eligibidity and during subsequent coondinated
annual open enrollment seasons, as follows.

lan E ent Opiic Lt Tk Initi i

Upon becorniog eligible for Medicare benefits, bemﬁcmnes may choo»e w0
earoll in any one of the foﬂowmg

~ origimal fee-fur-secvice Medicare, hereinafter refemred to a9 the
fee-for-service (FFS) plan;

— a privately administered MediChoice health plan in thci? market area; -_
|« a privately admmxmad Medisave health plax; or

— an Employer-sponsored, Association-sponscred, or Umm-spomzd
health plan for which they ate eligible.

. : :

Beneficiaries will have the opportunity t change their Medicare coverage oncs
‘each year cduring » coordinated open envoliment period in which all qualified
phnsmunpamctpahe.emqstEm_plnyntspommdplm :

Employer-sponsored plans would operats under contimsous open enroliment
procedures utider which retired employers, also enitled to Medicare, could elect
mconnnuemthebhd:care-quahﬁadimplowphnwﬂhwtthtﬁkm :

coverage.

Dmingthcmmlcpénemollmanlpaind,bmeﬁciuimnyéhmwmnh
the FF$ plan, any MediChoice health plan in their erea, or any Associatioo-
spoasored plan or Union-sponsored plan for which they are eligitie.
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Egrollmest E xceations

Bege ficizries may elect the E:-ptouet-smnsored plan option upon reticernent and.

" if eligible for Medicase.

A beneficiary enrolled in an Employer-sponsored plan who subsequently elects
ta- diserwoll from such a plan and enter 2 MediChoice health plan, the FFS plan,
or an Assoc:anon-sponsored plan, wauld be precluded from reemermg the
Empleyer-sponsored plan in the future.

Beneficianes may elect the Medisave health plan option only upon inital
entitlement to Medicaze.

Beneficiaries inidally electing the Medisave health plan would have a 120 day
cooling-off pericd during which the beneficiary could reverse the clection and
choose instead to enrall in the FFS plan, until the following open enrollment
period. If a beneficiary disenrolls at any time flom the Medisave option, the
beneficiary is precluded from re-gelecting the Medisave option in the fatare.

Special MediChojee Haalth Plan D!. isgrrollment Conditions

Beneficiaries may petition the Secretary to disenrolf from a MediChoice plan
before the next open enrollment period, and return to the residual FFS plan or
select a MediChoice plen, if the beneficiary can dememerate that the plan
commited any cne of the following:

— violated the health phn’s‘co'nn'm

= mwmpmsemedﬁab:akhphn:bmeﬂu ot
procedures in marketing ﬂ;eplantnthzbmaﬁctnry.

- pmwdedpoorquahtymtodmbmcﬁ:my:

The Secretary mmmblmhpmccdum that pemxtmcpadmdtﬁsposiﬁond
such cases.

-

MediChaice Plans -

“Through MediChoice plans, a vxriety of new dslivery system options (such as
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prelerred provider arganizations and point of service producs) will be mads
availabl: to Medicare bene {iciaries.

" Health plans must apply to the Secrerary for cenification <o paru‘.tpate as a
x{ea«: hoice plan.

L

The Secretary will establish and administer mnda:ory cenification standards for
MediChoice plans in the following areas:

- marketmg;
- enrollment:
— disenuwollmeng,

—  benefis {(covered services, and premiums and cost-sharing requirements, if
applicable);

- cmergency and out-of-plaxi services;
— reponing/disclosure;
- dclwexy system standards

'« service arsas

+ plana capscity

« access Do providers;
—  solveuncy;
- grievances and appeals;
- mcﬁous;

- qualuyammcemndards,bmhmmmﬂmdemmmns(m
additional provisions),

The fedema! certification standards relat: only to plans’ participstion i the
Medicare program and do not preemypt state regulation of health plans.

- The Secretary may impose user fees on MediChoice plnim to finance:the
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costs af the certification program.

MediChoige Advisory

The President shall appoint a MediChoice Advisary Group ta offer to the
Secretary recommendations on certification standards.

The MediChoice Advisory Group shall include members with natiogal

recogrition for their expertise in the business of insucance, bealth care delivery,
health economics, and related Gelds.

i .' 'n.

Health plans must be accredited as meeting quality standards in order to
participate in the MediChoice progmm.

The Secretary will determine the frequency of quality accreditation.

- The Secretary may provide that private accreditation by an apmroved

organization is sufficient to deemaphunsmeenngthequahtyummcepomm -
of the cenification standards far participation in MediChoice.

To allow ummnon by apnvausagcacy theSecMarymm«ﬁsmﬁmﬂx'
agency’s accreditation standiards are at least equal to the quality sssurance

- standacds established by the Secretary.
The Secretary shall establish quality essurance standards covering:
 ~ quality management and improvemem processes;

- utilization mansgement;

- , credent: ﬂliﬂg;

- mimmﬂpihva;:oeplncas -

-

- pademaeces:mmiﬁén and other inforrnation ahout the plan, its services,
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providers of care, and patient rights and responsibilities;
 — patient privacy; and
'~ medical records.

ality ment

The Secretary shall establish quality measurement sundards based on
recomumendstions by a Working Group on Q_uality Measurerment.

The Worldng Group shall be made up of experts in health cere qualiry, daa, and
consumer reports,

The Working Group shall make rccom:mdaxim_slto t}w'Secremry on:

~ esteblishing computer-based patient records, inclufing issues regarding
privacy,

— siandandizing clinical data collection and tunsmission;
—~ standardizing consumer sarisfaction data collection;

~ appropriate uses of such dawm; and

~ the farmat for informing bensficiaries regarding the quality performance of
MediChoice bealth plans.

The Secretary shall establish financial soiveacyandca;:mladaqmcysmn&ardl,
based on recommendations made by the Natonal Association of Insurance
Commissioners by March l,'1996.

Consumer Protetions

All marketing materials must be approved under guidelines established by the
Secretary. The Secrctary shall establishone-stop” Apprwﬂpxwedmﬁormy
- plan certified o offer benefits irt mare than ooe mariet,

I[-§
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The Secratary shall establish fair direct sales guidetines, including a prohibition

. against agants compieting enrolimenc forms for beneficiaries.

Beneﬂts

Requizements for basic and supplemental benefit offcrings by MediChoice plans would
be estahlished as follows:

- MediChaice plans shall offer services equivalent 10 Medicare covered services in the

FF3 plan, but with discretion an delivery approaches.

 MediChoice plans may esmblish cm:-mm appropriate w the delivery systen.

MediChoice plans cannot place limitations an mpal:cnt hospital days that are more

rumcuwﬂ\mmeFFSplm. o '

Any supplememal bepefits offered by MediChoice plans are opticnal for the
beneficigries (they may elect 10 get ooly Medicare benefhts).

Beneficiaries may select supplemental coverage offered by any qualified health plan.
Beneficisries will select their supplemental coverage during the same enroliment period
as for basic Medicars benefits. : .

Premiams aud Payment Raw

. AmsdnﬂmmMaﬁChom:phm premium development, and the
_dzvelopmmtofammmmcewﬂlhmbhﬂl&d-

- Health plans must submit premiums for the plan's bemefit package and
. information on the plan's MediChoice earollment ¢apacity, for each mariet area,

0 the Secretary by 2 date determined by the Secretary.


http:Secn!:a.rJ
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- The premnivms submited by the plans for Medicare benefits shall be the torai -
premivm required by the plan.

.- Ornce submined, health plans may not change their premiums until the nexx

vear and must collect from the beneficiary the difference berween the tomal
premiurm and the MediChoice rate, if the MediChoice rate is lower.

Health plans must agree to serve all bensficiaries in a market arsa on a "first-
come, first-serve” basis, up to plan capacity (except that current enroflees have
priarity over new errallees).

Moexkel-Based MediChoice Rates

In each market area, bemaficiaries in MediChnice health plans will get a wniform
MediChoice rate paid on their behalf 1 the plan of their choice.

The MediChoice rate will be the lower of :
~—_.the market rate; or
~ the FFS praxy premium.

Thémmkamne%ﬂequalme average of premiums submined by pians in the
market area less a percenmgoofthe difference between the average and the

“lowest priced plan.

P diCho ]

mmwcmmmwmuqm&rdmmm and risk factors before
paymensmmdcmMedl&mhcnlﬁphm

iChos i Re

[fabeneﬁc:nrymﬂsmal\{edﬂdceplmmuchmlm&mﬂn
MediChoice rate, the plan will rebate the difference to the beneficisry in cash,
or, nthcbcneﬁcmryl opbnn.spplylh:ciﬂ'qmemsupplementaImmg:
premiums.
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If a beneficiary enroils in MediChoice plan thar charges & premium in excess of
the MediChoice rate in the market area, the beneficiary must pay the additional
premium to the plan,

Market Areas

Thé Secreary shall be required to establish the geographic boundaries of Medxcure
market areas according o guidelines set in leg:s!mon

W

Each Medicare beneficiagy will b: assigned to & marlm xes based on phce of
pnnc:pd residence.

The Secretary chall get the market aress in & marmer that:

- c:mﬁu&nm&nmhgu&n:uxmdu.wzhzquwdmto(mmﬂa in.
areas that use other designations; and ,

~ covers all areas in the United States without overlap

In general, a metropolitan statigtical ares (MSA) should be included in one marker

~ Howeves, the Secretry may make exceptions  this rule to eilovw smaller market
arees when an MSA is large, but the sub-MSA maricst sxens shall bs set in 2
= roamner that doea not segregae the Medicare popaistion by heglth status.

In geneml, mSewuumemmmmm‘uhxﬂd‘@mbmdmu
catzblished by States rummuwmnhgmamm
insurance purpodes if:

- the Stare boundaries do not generally wnlm the rule nmding metropolitan
statistical sreas; ad

- mupﬁmmksmMaﬁuwmmmﬁhmmMMfwMI

[-8.
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Siates,

Siare boundaries that arc used 1o cstahblish Mcdicm mark:x arezs need not be
contiguous Areas,

Administration

The Stcretary will be required to establish and admximw & eoordinated open .
enrcliment system foc Medicare beneficianies encompassing 2l MediChoice and
Medigep chaices.

Cooxdinated Enrollment

The Secretary will establish a process through which beneficiarios will elecs their
covemge at umul eligibility and ot subsequent annual, coordinated open enrollment
periods. ‘

Bevaflcimies will select their Medicare and supplementat plans (inciuding any Medigp
coverige), during the coordinated open enrollment petiod

Defapit Enrpliment

Beaeficiaries m;mmmanmumm mnbaammm milcdmuxe
sumo plan they were ezroiled o for te prior yesr,

New beneficlaries not xubmunng m mo!lmm form will be automatically earolled in
the FFS plac.

Qmm

The Secretary Mlmmﬁ&ammwwmmmgmmm
mfmuﬁmmheneﬁdtwa about tharewm.eqpﬁm

- mmmmemadmudmmqm.
M«mma&ngawmlumm ar Medignp insucance
in the macket sgea. -

wbmmwwmmwmamupmm
tmely to alf Medicaro beasSclaries w peradt éuwllment chojcns at Initial elgibiliy
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for Medir:ar: and for subsequent en:ﬁitmmi'yeriads.
. The booklet will include informstion regarding:
- plan avaitability: | _
— the premiums beneficiaries will pay for the various options;
- quﬂiq‘mrmadon. including consumer satisfaction information;

—~  beneficiary rights and responsibilitics under the options.

Each market men coathctor wiil elgp:

- mainteln an mnumber for bepeficiary tnquirizs; and

- |pouwr emoliment period fiirs, with salesperscns providing nppmved mukeﬂng
oaterinls from u!mmmmmpam

Empleyment, Assoclation, and Ulioi-&ponnnd MediChodce Plans.

Medicare beneficiaries will have new chaices kn which, undar selected:
conditions they are permitted.to earoll in mployerurpansmd. sssocistion-
mumed. or unicn-sponsored: health plans.

Ermployers may establish MediChoice hegith plans for former employses end
their spouses.

Pcmermplaymuhnﬂbomhy dumpbyerhmm not mludu
persons based on bealth status.

Unions may establish 8 MediChoioce beaith plan Rx M:dicuwligihh union
members.

thﬁedmmmmaywaMﬁChnhehmhhphnhmmbm ad

such plans must meet the sange stendands ey other MediChoice plans, except that
they may limit esrcliment to members of the Aszocistion.

////”"
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In general, qualified Association plars will:

.~ have 2 primary purpose that is nol the provision of MediChoice coverage:

-+ not dis¢riminete among members based on health starus; and

— offer MediChoite coverage o all members who are eligible for Medicare,
oice

" MediChoice payments to Employe}, Association, and l)nmn—sponsomd plans

shall be on the same basis as payments m other MediChoice plans in the market

area in which a beneﬁuu-y resides,

Altematively, such plans may negotiate a federal plymeh: rate certified by the

Secretary as budget newxral relative to payments that weuld have been mede an

behalf of the Medicare enrollses.

'Madisave, Catastrophic Plans

Beneficiaries will have sn opnon of :nm!lmg in & private, catastrophic medical
expense plan, combined wurh 2 medical saviogs sccoant.

Elighility Criteri |
Tobecligibhwmctﬁnw&uveopumwmmm
- beuﬁﬁbleforMﬁdimbﬁedonm
~ maintain s qualified Medisave sccount;
~ maintain qualified eatagtrophic medlul-m;:m coversge;

- mlf-mmfor&wdaductibe wnd pay all medical expenses fom the
acoaumi; and

”

— forego mmwmmqmmmy. after the close of the
kuﬂnlcoo&ng«offpuwd.

L. 11
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Cooling O

Persons electing the Medisave option will have & 120-day cooling off period
during which they may elect to swich w the FES or 3 MediChoice plan,

The Secretary shall fecoup any unspent cash payments or credits made w the
beneficiary during the time the beneficiary clected the Medisave option.

Oualified High Qeducsible C

The Secretary will establish guidelines for certification of qualified catasrophic -
medical expense plan coverage, including rating requirements.

= The § deductible shall be indexed to the CPL

Medisave Paymants
Maodisave payments shalt be made directly to the ndmduxl s Medisave account »

' andwﬂqmlmcMcd:Chowemﬁordaemxrk:tmacgusmdﬁor

dnmognphxc factors,

-Medieare anieqv Commission ,
A new Medicare Review Commission is estzblished 1o replaca ProPAC 2nd PPRC.
Rurpose

~The commission will repon to the House Committees on Ways and Mesns and
Commerce, and the Seoate Conmuittee on Finance on all sspects of the Medicare
mm'mm.mmmmmmhw.

MCmmunmmwﬂhmmmhmhmmmmbmm ‘
appommdtol‘ml’hc under cussent law.

[-12
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. The Commussian is mmonz-d at § millton each vear.

1 it n

The Commission is required to pravide e repart by March | annualiy covering ail
aspects of the Medicare program. including anaiysis and recammendations.

" The report should:

—  asvess fee-for-service payment systems (PPS. and B.BRVS);

- amlyze the distribution of MediChoice paymens rates acyoes market aress; )
= recommend adjnsmicnts in payments o MediChoice health plans for relative risks;
- recommend mudﬁcamns 10 the MediChaice benefit mdagc coafigurations;

- provide advice on improving the quafity of care in MediChoice heslth plans: and
~  provide advice on pAvusing aacess to caxe pravided by MediChoice health plaus,
Indexing Repory

~The Commission shall epoat by Jaouary 1, 1998 on recommendations tcgazding

indexing the market ares MedxChmcc rales.

Tobe report shall include an analysis of moving to indexing instegd of marke!-based
pricing,

w

mumduhm@mmmwmmmWOgomme
wansition perfods and rules.

A mﬁmpaﬂofhuymswoﬂdkmhlmm:wm&b!mw‘

rates would be paid to risk and cost contractors.

Cost mnmouwowdbemqmedmtmm wmkmmhydxedmnrme
transition pexiod: -


http:esIIblislt.ed
http:cmUNci.Dg

Teem II

Diabetic Seil Responsibility

Reimburse for diabetic education and care programs.

Cardiac Disease Altsrnative Self Respoasibility
Reimburse for coronary heart disease (CHD) cducation and preveation programs.

Screening Improvements

Reimburse for colorectal cancer screening Reindburse for prostate cancer screening.
Address mammogmphy wtilization lesucs. _
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Cost Shartag Under Medicare Fee-Por-Service Program

Cotion {

. A acw progmam would e established o encourage beneficiaries o sélﬁ-imure {net

purchase Medigap coverage) foc Medicare coinsuzance liabiliies. Cotresponding
modifications are rpade (o cugreix Maﬁgap standard policies.

Beneficiaries envolied in Pant B and agreqng to self-insure For the Pan B coinsurance
would get:

- a reduction in Part B coinzurance from 20% to 'ls%‘ and

- annual om-of-pock:t pratection of $5000 in 1996 (indexed 10 overall growth in

Medicare expenditures).

Beneficiates who continue enrallment in any type of Medigap plen covering the Part
B coinsurance will pay a coinsurance rale of 25% instead of 20%. 2l

Qption [

Beneficiaries who choose to enroll in say type of Medigap plan will Py a comsnmw:
rams of 2 %meadofl% "

Probibit Insaranice for Part B Deductible
“Medigap policies wouid be precluded from covering the Part B decctible expense.

Tlxe I’m—tnww

Increase therBdeduﬁblcﬁ:rW ._————-—-""!’m V

Extsnsion of Part B Premahun

Maineain beneficiary responsfbility for the Bt B premium &t the cumrent pertentage
(31%) of program cosw (alternatively, increase it vo 33% or 353%).
i

I
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facome-Related Reductdon in Medicare Subsidy

. Medicare would be income-related by imposiog an additional premium @ cover pant o

the cost of Part B which is comrently subsidized by the geners! find. This additionsl
premium would e collected annvally wich paymen: accompanying the April 13th
filing of income taxes. All Part 8 enrollees would continue 10 pey the cthetwise
applicable premium in effecr for the calendz year. '

Coinsurance for Bome Health

Impose a 20% ceoinsurance on home health services. -
AR

Colmsurance for Skilled Nursing Fucility Serviees

Impose a 20% coinsurance for skilled nursing facility services for the first 20

days of a skilled nursing facility stay.

Colinsuranes for Climnl Labé ntﬁry Services
Option [
impose a 23& coifisumnce requirement on all clinical Iboratory setvices, or

Impose 2 20% coibsurance requiremsent oa bundied clinical laboratory services.
T ~ .

T,
/>
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Liemg JV
Frand asd Abuse

acficiary ve P
Specific qui @m ("whistle blower”) provisions for Medicare beneficiaries.

Incentive program for beneficiaries upmmg of ovachugcs in biumg (non fraud} by
)pddc:s ~with beneliciaries sharing in sevings.

Incemive program for benefd qa:ies suggcsnms fnr knmovmg program efficiency with
beneficiaries sharng in savings.

|Exprnd mail Gaud stanae to explicily inchade Medicars and privase bealth plans.
Expand mmil fraud swatute o include private mails (eg. FedEX).

Votuniry disclosure progam for Medicare,

Mmmmmmmmmwmo& forspedﬂc!ypuof
viclations. )
- = T Clarify the “shoold bave knowm sandard”. -
C!m&mmmuhmm :
AM"mcmmmhmwprym&m

Clarify &iscount wm (mdude unepl_ioa_—'ﬁx capitsted programs).
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appropriate,
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‘Regulatory Reliel

Repeal Medicare Secondary payer dars match.

Plysician Sel-Referral
Nnendﬁe Physician Self-Referral rules as foliows;
- Momtorium on cffective daze;
—~ Repeal section on compensanion Areangerens;

~ Eliminate the prohibition agsimt physician's practices providing durable
medicel cquipraent srd parcateral and entersl sexvires;

-~ Eliminate the "site of service” resiriction on m—cﬁce service;

—~ Amend the physician supervision requirement applicable nnn-physwmn
pesaanel to clarify mndxmzpmxmxsmmqmd;

~ Amend the "general supervision” requirement;

- AManyneedaCCpﬁm. |

— Add “shared services” exception; | |
- E@mmmmﬁmm‘mxwmwmmﬁcﬁpm: -

- memmmmvm&rmm;

- cmmmrwﬂmww@u@m'mwum

— -

Clarilication of Medignp Noo-Duplicatien

'Rcﬁmmlamwnwcowﬂiniﬁdnd‘baeﬁbﬁkawmm.nminghomme
health and community-based cme policies. ..



they may duplicateico

losure notices and req
ordinate with Medicare

uize plans to oitline the de
covered benefis.
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leam VI
¥edicare Sustainable Growth Adjustment

Speecific growth rares in Medicare outfays for Parc A and Part B would be set for each
of the 7 years covered by the budget resolution. ‘

The Secretary would extimate Medicare growth rates annually. [ program spending
exceeds prowth rates set in law, then ouilay reductdans will be wiggered. Growth ratss
for the capimred programs, MediChoice and Medisave, would be set ip advance w
meet the targets, so outlay reduciions, if necuury waonld be made only in die
Medicare FFS program. .

e e e o T
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lgeen VI1
Mar ket Basker Updaie

Reduce Medicare prospective payment systern bospital rate update to market basket
rminus (Patential range 0.5 - 2.0},

Disproportianate Share

Reduce Medlcape's prospecnva pgyms:m sysenm dzapropnmmm share 2djustment w©
hoaptnls by (20 - 30%%).

Iopatient Capital Related Costs

wwmspmmmmsmmw -specific mtes for
capieal payrments.

lndhwt Medln! zdnam

WM@“WMM W
ednancm anm
- r ' ) - - '.‘ - ...‘.‘

PREP I

Non PES Bespitala Lol R

Tmﬂunmlmmhmahmhﬂmh facilities (OBRA 1993 mmm
nduction foomsla spplicd br yems 1996, 1997, l993) '

MMnhmtlhrH‘upﬁlm_hﬁ"- S A . :;. .
Redhice paymess for hospital bed debt to 50 p |




. Extension of Skilled Nursigg Facility Cost Limit

Maintain savings frem skilled nursing facilities com limits included in the President's
budget. '



Item V111

. Protess of Updatiog Physician Fees,

Optipn |

Adopt the Physician Payment Review Commission (PPRC) recommendations o comrect

. the many structural problems that exist with the Medicare Volume Perfotmancz

Standard (MVPS).
Ortion 2
Repeal the MVPS and return (o the Medicare Economic ladex (MET) used prier 10

physican payroent refonn for updating physician peyments as a mwhunum for
updmag phynclan fees,

" Replace soperaie conversion fnm;s for surgical, nonsurgical and primary care servioss

with a sizgle couversion factor.

_Establish 2 Hospital Outpatient Prospective Payment Systen.
~ Esmblish a prospective pmntm(fPS) for hospital outpaticut department

(OPDs) based on ambuhtay patient groups (APGs) that would cover all hospital-
based outpatient services.

Limit beneficiary eamsumecmzo;nrw oitheMcd'w-e psyment mmn&uﬁe
Qutpadent FPS. '

—

Reduce Payments te fhpkiau for Overhead

Urnder review,

| Cnmpaﬂve Bidding for Durshle Mcdlel! !qupuent

Dwe!cpacommmhddmgmfwmuemahcdqﬁmmmm

Competitive Biddimg for Clinfeal Lghonwry Services
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Develop & competitive hi,ddi:ig process for clinieal iaboratony

Services,
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E xtensioas of Seéond‘ury Payar Pavinent Requirements. '

The Medicare secondary paver pmposah are exterisions of provisions thai are serto .
expire at the end of 1998 included in the Presidenc’s bu.ig:r. The three MSP proposals
weu!d

- exiend the dais maich berween HCFA, IRS, azd SSA to identify the primary
payers for Medicare enrollces with health coverage in sddition 10 Medicare:

- —  exmend tie provisicas making Medicare the secondary payer for disabled

employces with employer-based health insurapce; end

~  extend the provision requiring non-Medicare insoters to be primary payﬂ for
" ESRD pstisnts for 18 moaths before Medicare becomes the primary payer. -

Improve MSP ?mgnm
Deveiop & mechanism to prospectively idensify individuals with other caverage.

Home Heslth Service Extension of Cost Limlity
, Mainnin savings home heakth services fram OBRA 1993,

Establishsnent af Homo Hulth Paymeat Limiis
Estblish a per m payment System, sub;ect to a 120 day (not visit) par epbode cap,

<whhhwehd¢ummsharugumymuﬂuﬂpemo«mmmmhs

than whe cap. . .
Creare an “Inier policy” mmngmeofMMcm(Mszn o

* days) from the cap.

" Create a"vohxmcpctfomm standard® meﬂwdologybomdnmpaymnfmnss

‘&'ompaymmhmtsymmmmm:vci
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SECURING THE MEDICARE TRUST FUND

THE CLAIM:

Republicans claim that they are cutting $270 billion from Medicare in order to save the
program from insolvency. '

- THE FACTS:

The Republican $270 Billion Medicare Cut Is Not Necessary

«  More than half of the cuts in the House and Senate bills have nothing to do with
Part A and will not extend the life of the trust fund one day.

. Undér the House plan, only about $130 billion of the $270 billion Medicare cuts come
' from Part A. The remaining $140 billion in Part B cuts go to general revenues.

-

. They raise pren’iiums -- and none of that money helps the Part A trust fund.

-+ They lower payments to physicians and other providers of outpatient services -
and none of that money helps the trust fund.

. Under the Senate plan, only about $120 billion of the $270 billion Medicare cuts come
from Part A. The remaining $150 billion in Part B cuts go to general revenues.

. The Senate plan raises premiums, doubles deductibles and lowers payments to
health care providers

. [t imposes a new Part B premium on beneficiaries with incomes above $50,000
(875,000 for couples) -- and none of that money helps the Part A trust fund.

. [t gradually raises the eligibility age for Medicare from 65 to 67 -- and very
little of that money helps the trust fund.
The President's Plan to Secure the Trust Fund
. The President's balanced budget proposal shows that we c'a_n balance the budget

and secure the Medicare Trust Fund without cutting benefits or increasing costs
for people on Medicare. '



Part A of Medicare, which pays mostly for hospitalization, is financed through the-
Hospital Insurance Trust Fund. In April, the trustees of the fund reported that the trust
fund would be unable to cover its expenses by 2002. The trustees have reported nine
times that the fund would be insolvent in seven years or less. Each time, Congress
has taken steps to extend the solvency of the trust fund.

The President has acted tMee times since taking office to extend the life of the trust
fund.

. In 1993, the Medicare trustees projected that 'the trust fund would be exhausted
in six years. The President offered a package of reforms -- opposed by every
Republican in Congress -- that pushed back that date by three years.

. In 1994, the Administration proposed a health reform plan that would have
strengthened the trust fund for an additional five years.

. Under the President's balanced budget propbsal, payments from the trust fund
would be reduced by $89 billion over the next seven years. According to
career actuaries, this would secure the trust fund until 2006.

The President's plan secures the trust fund without imposing any new cost increases on
beneficiaries. : '
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THE MEDICARE "LOCK BOX"

THE CLAIM:

Republicans claim that their Medicare cuts are not being used to pay for their $245 billion tax
cut. House Republicans say that to prove that.Medicare cuts are for Medicare alone, they
plan to vote on Medicare cuts separately. Senate Republicans passed an amendment in the
Finance Committee creating a so-called "lock box" to put all of the Part B beneficiary savings
into the Part A Trust Fund. ‘

THE FACTS:
. Both of these proposals are merely gimmicks.
. The Republicans could lower their Medicare cut by $150 billion -- take away every

penny of extra premium increase, extra deductible =- by simply lowering their tax cut
by $150 billion. No accounting gimmick or separate account can hide that fact.

«  Their reasoning is like a person who spends $5,000 less on health care for his family
to pay for a $5,000 Las Vegas vacation but denies that he is cutting health care to pay
for a vacation because he promises to put thar $5,000 in a special trust account to pay
for food and rent. Anyway you slice it, if he didn't have to pay for a $5,000 vacation,
he wouldn't have to spend $5,000 less on health care for his family. And, anyway you
slice it, if the Republicans didn't have to pay for a $245 billion tax cut, they wouldn't
have to cut $270 billion from Medicare -- $150 billion more than is needed to secure.
the trust fund. -

. The Senate Finance Committee amendment is also a gimmick. They create a so-called
"lock box" to put all of the Part B beneficiary savings into Part A and claim that this
means they will use Medicare cuts to save the trust fund, not to pay for their tax cut.

. By doing this, they are admitting that about $150 billion of their Medicare cuts go to
general revenues to pay for the tax cut -- not to strengthen the Medicare Trust Fund.
Then they say that they will transfer that $150 billion from general revenues to the
trust fund.

. One could just as easily say that revenue from the income tax, for example, should go
into the Medicare Trust Fund, but that would leave the government with nothing to
pay for defense, education or the environment.

. This gimmick can not hide the fact that Republicans. need $270 billion from Medicare
because they want to give a $245 billion tax cut. If they simply lowered their tax cut
by $150 billion, they could lower their extreme Medicare cuts by the same amount.

[



SPENDING UNDER THE REPUBLICAN MEDICARE PROPOSAL:
-INCREASE OR CUT?

THE CLAIM:

The Republicans say that they are not cutting Medicare because they will spend $6,700 per
beneficiary in 2002 as compared to the $4,800 that is spent today.

THE FACTS:

Under current law, the Congressional Budget Office (CBO) projects that Medicare
spending per beneficiary will grow from to $4,800 to $8,400 by 2002. Even by their
own assumptions, the Republican plan would cut spending per beneficiary from $8,400
to $6,700 in 2002 alone. That is $1,700 less per person than Medicare is projected
to spend.

If Medicare spending were constrained to the projected rate of growth in private sector
'spending, Medicare would spend $7,700 per person in 2002. Under the Republican
plan, Medicare will spend $1,000 less per person.

This is a cut because spending in Medicare will not keep up with the private sector.
According to data from CBO, annual spending per person in the private sector is
expected to grow by 7.1% per year between 1996 and 2002. The Republican plan
allows Medicare spending per person to grow by only 4.9% per year. That means that
the increase in per person spending under Medicare will be 31% lower than the
increase in- spendlng in the private sector. '

" The real question is whether $6,700 will allow Medicare beneficiaries to keep the
benefits in 2002 that they have today. [t will not. Because spending in the Medicare
program will not keep up with rising health care costs, Medicare will buy less than it
does today. People on Medicare will either have to pay more out of their own pockets
or get less.



THE PRESIDENT'S MEDICARE SAVINGS: $124 OR $192 BILLION?

THE CLAIM:

Republicans claim that the $124 billion in Medicare savings in the President's balanced
budget proposal amounts to $192 billion off of the Congressional Budget Office (CBO)
baseline. .

THE FACTS:

. The President's balanced budget proposal includes $124 billion in Medicare savings as
scored by the Office of Management and the Budget (OMB).

. CBO and OMB have consistently scored specific Medicare savings proposals almost
the same. For example, OMB determined that the Medicare savings in the Health
Security Act would be $118.3 billion; CBO scored them at $117.6 billion. OMB
concluded that the Medicare "extenders" would save $28 billion; CBO found that they
would save $30 billion. '

. CBO's only analysis of the President's balanced budget proposal (June 16, 1995)
said that the Administration's Medicare savings would be $128 billion over seven
years.

. Despite CBO's analysis, Republicans claim that if the President's Medicare savings

were taken from the CBO baseline, the President's proposal would equal $192 billion.
They reach this number by: (1) subtracting the projected growth in spending over
seven years under the Administration's (OMB) baseline from the projected growth in
spending over seven years under the CBO baseline; and (2) adding the difference to
the President's $124 billion in Medicare savings.

. The Administration baseline assumes that Medicare spending over the next seven years
will be $70 billion lower than the CBO baseline. However, the baselines are different
because CBO and OMB make different economic assumptions. It is not accurate
simply to subtract the Administration's Medicare baseline from the CBO baseline and
add that number to the President's Medicare savings number. ’

. To measure the President's savings off of the CBO baseline, the President's savings.
can be calculated as a percentage of the OMB baseline and that percentage can then
be taken off of the CBO baseline. Calculated this way, the President's $124 billion in
Medicare savings equals $130 billion on the CBO baseline.



PREMIUM INCREASES UNDER THE REPUBLICAN PLAN

THE CLAIM:

The House Republicans claim that thé Republican plan to raise Medicare premiums would
cost beneficiaries only $4 more per month in 2002 than the President's proposal.

'THE FACTS:

. Under the House plan, people on Medicare would pay $18 more each month than
they would if premiums stayed at 25% -- as under the President's plan. That is
nearly three times the amount that the Republlcans promise.

. Medicare beneficiaries pay premiums to receive Medicare Part B (which covers doctor
visits and other outpatient services). Those premiums are calculated as a percentage
of the total spent on Medicare Part B. Under current law, beginning in January 1996
Medicare beneficiaries will pay 25% of program costs.

. Republicans are proposing to: (1) raise premiums permanently from 25% to 31 5% of
program costs; and (2) cut spending in Part B.

. When Republicans claim that their 31.5% premium amounts to only $4 more than the
President's proposal, they are comparing apples to oranges. They are not applying the
25% premium and the 31.5% premium to the same size Medicare program. To
compare the true premium increase -- apples to apples -- they must first take into
account their spending cut and then apply the 31.5% premium and the 25% premium.

. Under the House plan, people on Medicare would pay $87 per month in 2002. If
premiums were maintained at the current 25% level as under the President's plan,
beneficiaries would pay $69 per month in 2002. That means that under the House
plan people on Medicare would pay $18 more each month.

. The President's balanced budget proposal extends current law and keeps premiums at’
25% of program costs. Throughout the 1980s and early 1990s, Congress kept
premiums at this level. However, in the early 90s, Congress became concerned that
keeping premiums at 25% of program costs would make premiums too burdensome
and voted to set a dollar level in law. The dollar level for fiscal year 1995 was
$46.10. But because health care costs have slowed, that amount was actually 31. 5%
rather than 25% of program costs. The Republicans would force beneficiaries to
continue to pay this higher percentage. The President would leave current law in
place, which automatically returns premiums to 25% of costs in January 1996.



REPUBLICAN MEDICARE "CHOICES" DON'T SAVE MONEY

THE CLAIM:

Republicans claim that new Medicare private plan choices will save money for the Medicare
program and its beneficiaries. Specifically, the Republicans say that by making more
managed care and medical savings accounts (MSA) available to beneficiaries, they will save
$30 to $50 billion over seven years.

THE FACTS:

Both House and Senate Republican Medicare plans include new managed care options and
medical savings accounts (MSA) for beneficiaries. They claim that these options will
produce Medicare savings through competition and efficiency. However, the plans they are
establishing are paid within the context of an arbitrarily set and capped Medicare budget.

Republican Plan Achieves Savings Through Use of Spending Caps

. CBO confirms that the $43 billion in "managed care" savings from the Senate
Republican plan come from spending caps -- caps on Medicare payments for managed
care set at 31 percent below private sector growth rates (September 27, 1995).

. The House Republican plan also relies on payment caps to reach their savings.

. Under both plans, if the cost of Medicare benefits exceed the tight price caps, then
beneficiaries will either pay higher premiums or get fewer benefits. There is nothing

in the Republican bills that protects people on Medicare from plans shifting costs to
them. ‘ ‘

Medical Savings Accounts Increase Medicare Costs

. MSAs use the savings from the reduced cost of a high deductible plan to fund a tax
deferred grant to an individual which can be used to purchase health care. They are
theoretically designed to encourage individuals to be more cost sensitive in using
health services. "However, they tend to attract healthy individuals who believe they
will not need health care. As a result, when Medicare pays a fixed contribution for
those beneficiaries (based on average Medicare payments), Medicare is likely to
overpay.

. CBO has concluded that Medicare MSAs don't save money, they cost money. CBO
says that MSAs "would cost about $2.3 billion as a result of adverse selection™ --
approximately $1,000 per person per year for each beneficiary in an MSA (September
27, 1995). A Lewin-VHI Inc. study also just released says that MSAs cost between
$15 and $20 billion.



HIDDEN BENEFICIARY COSTS IN THE REPUBLICAN PLAN

-

The Republicans have admitted that their plan will force people on Medicare to
pay more: ‘

. Both the House and Senate plans will increase premiums.

. The Senate plan also cuts benefits and doubles deductibles from $100 a year
today to $210 a year in 2002.

«  The Senate plah also gradually delays Medicare eligibility from age 65 to 67
beginning in 2003.

But there are hidden costs as well. Republicans have said that they will not
retain financial protections that exist today for those people on Medicare.

‘Today, when Medicare pays for physicians' services, it sets the Medicare payment rate
for the doctor. Medicare also limits the amount above the Medicare payment rate that
the doctor.can charge the beneficiary. This limitation on so-called "balance billing"
protects Medicare beneficiaries from excess charges that so many of them can't afford
to pay.

Republicans have said that they will continue current limitations on balance billing for
traditional fee-for-service Medicare providers. However, beneficiaries in "Medicare
Choice" -- many of whom will join these plans because they can't afford more
expensive fee-for-service -- will not be protected. Republicans will allow "Medicare
Choice" plans to charge beneficiaries these extra amounts.  With deep cuts in federal
Medicare payments, plans may respond by lowering their reimbursements to doctors.
Doctors will in turn be free to charge people on Medicare more to make up their
losses.
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SECURING THE MEDICARE TRUST FUND

THE CLAIM:

Republicans claim that they are cutting $270 billion from Medicare in order to save the
program from insolvency. '

THE FACTS:

The President's balanccd'budget plan and the House Republican plan both extend the
solvency of the Medicare Hospital Insurance (Part A) Trust Fund through 2006 -- but
the President's plan does it with less than one-half of the cuts.

*

According to the career Health Care Financing Administration (HCFA) actuaries
and the Republican staff of the House Ways and Means Committee, the Trust
Fund would be solvent until 2006 under the House plan -- just as undgr the
President's plan.

House Republicans originally tried to claim that their balanced budget plan would
extend the solvency of the trust fund beyond 2002.

However, their original analysis ignores the fact that the House plan includes
legislation already passed by the House that reduces the amount of income. going into
the trust fund.  The legislation repeals a provision of the President's 1993 deficit
reduction plan that helped strengthen the trust fund.

Of the Republicans' $130 billion in Part A cufs, $36 billion merely offsets the trust
fund losses caused by this legislation, vielding a net of $93.4 billion to strengthen the
Part A trust fund.

Once this legislation is factored in, the HCFA actuaries project that the House plan

will delay insolvency until 2006, the same vear as the President's plan.-

Republican counsel to the Housev\?v’ays and Means Committee acknowledged this
publicly during the Committee's markup of Medicare legislation.

The Republican $270 Billion Medicare Cut Is Not Necessary

More than half of the cuts in the House and Senate bills have nothing to do with
Part A and will not extend the life of the trust fund one day.

Under the House plan. only about $130 billion of the $270 billion Medicare cuts come
from Part A. The remaining $140 billion in Part B cuts go to general revenues.



. They raise premiums -- and none of that money helps the Part A trust fund.

. They lower payments to physicians and other providers of outpatlent services --
and none of that money helps the trust fund.

«  Under the Senate plan, only about $120 billion of the $270 billion Medicare cuts come
erm Part A. The remaining $150 billion in Part B cuts go to general revenues.

. The Senate plan raises premiums, doubles deductibles and lowers payments to
health care providers -- and none of that money helps the trust fund.

. It imposes a new Part B premium on beneficiaries with incomes above $50,000
($75,000 for couples) -- and none of that money helps the Part A trust fund.

. [t gradually raises the eligibility age for Medicare from 65 to 67 -- and very
little of that money helps the trust fund.

The President's Plan to Secure the Trust Fund

. The President's balanced budget proposal shows that we can balance the budget
- and secure the Medicare trust fund without cutting benefits or increasing costs
for people on Medicare.

. Part A of Medicare, which pays mostly for hospitalization, is financed through the
Hospital Insurance Trust Fund. In April, the trustees of the fund reported that the trust
fund would be unable to cover its expenses by 2002. The trustees have reported nine
times that the fund would be insolvent in seven years or less. Each time, Congress
has taken steps to extend the solvency of the trust fund.

. The President has acted three times since taking office to extend the life of the trust
' fund
. In 1993, the Medicare trustees projected that the trust fund would be exhausted

in six years. The President offered a package of reforms -- opposed by every
Republican in Congress -- that pushed back that date by three years.

Sy :
«  In 1994, the Administration proposed a health reform plan that would have
strengthened the trust fund for an additional five years.

. Under the President's balanced budget proposal. payments from the trust fund
‘ would be reduced by $89 billion over the next seven years. According to
career actuaries, this -would secure the trust fund until 2006.



THE MEDICARE "LOCK BOX"

THE CLAIM:

Republicans claim that their Medicare cuts are not being used to pay for their $245 billion tax

cut,

House and Senate Republicans have created so-called "lockboxes" -- claiming that these

"lockboxes" separate the Part B Medicare spending cuts from other budgetary transactions and
that they preclude Medicare cuts from being used to pay for tax cuts.

THE FACTS:

The House and Senate proposals use different mechanics. The House lockbox creates
a new trust fund and transfers money out of general revenues into this new trust fund
in an amount equal to the Part B spending cuts. The Senate transfers money out of
general revenues and into the Medicare Part A trust fund in amount equal to the
savings resulting from increases in the Medicare Part B premlum and dedugtible. Both
of these proposals are merely glmmlcks

The Republicans could lower their Medicare cut by $150 billion -- take away every
penny of extra premium increase, extra deductible -- by simply lowering their tax cut
by $150 billion. No accounting gimmick or separate account can hide that fact.

The Republicans' reasoning is like a person who spends $5,000 less on health care for
his family to pay for a $5,000 Las Vegas vacation but denies that he is cutting health
care to pay for a vacation because he promises to put that $5,000 in a special trust
account to pay for food and rent. Anyway you slice it, if he didn't have to pay for a
$5,000 vacation, he wouldn't have to spend $5,000 less on health care for his family.
And, anyway you slice it, if the Republicans didn't have to pay for a $245 billion tax
cut, they wouldn't have to cut $270 billion from Medicare -- $150 billion more than is
needed to secure the trust fund.- '

By creating these lockboxes, Republicans are admitting that $150 billion of their
Medicare cuts go to general revenues -- not to strengthen the Medicare trust fund.
Then they say that they wili transfer that $150 billion from general revenues to the
trust fund.

‘One could just as easily say that revenue from the income tax, for example, should go

into the Medicare trust fund. Or as the nonpartisan Concord Coalition (chaired by
former Senators Warren Rudman and Paul Tsongas) says, "[w]hy not throw in the
GOP savings in farm aid and AFDC? Or why not go even further and have the

- Treasury write a check for several million dollars to the HI trust fund so we won't
have to worry about it again for the next half century?" [Fax Alert from The Concord .

Coalition, 10/12/95]

(VD)
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SPENDING UNDER THE REPUBLICAN MEDICARE PROPOSAL
INCREASE OR CUT?

THE CLAIM:

The Republicans say that they are not cutting Medicare because they will Spend $6, 700 per
beneﬁmary in 2002 as compared to the $4,800 that is spent today.

THE FACTS: ’

. Under current law, the Congressional Budget Office (CBO) projects that Medicare
spending per beneficiary will grow from to $4,800 to $8,400 by 2002. Even by their
own assumptions, the Republican plan would cut spending per beneficiary from $8,400
to $6,700 in 2002 alone. That is $1,700 less per person than Medicare is projected
to spend §

. If Medicare spending were constrained to the projected rate of growth in private sector
spending, Medicare would spend $7,700 per person in 2002. Under the Republican
plan, Medicare will spend $1,000 less per person.

. This is a cut because spending in Medicare will not keep up with the private sector.
According to data from CBO, annual spending per petson in the private sector is
expected to grow by 7.1% per year between 1996 and 2002. The Republican plan
allows Medicare spending per person to grow by only 4.9% per year. That means that
the increase in per person spending under Medicare will be 31% lower than the
increase in spending in the private sector.

«  The real question is whether $6,700 will allow Medicare beneficiaries to keep the
benefits in 2002 that they have today. It will not. Because spending in the Medicare
program will not keep up with rising health care costs, Medicare will buy less than it
does today. People on Medicare will either have to pay more out of their own pockets
or get less. :



According to the Concord Coalition, "Republicans -- against the advice of their
brightest staff -- are pushing the budget debate into fantasy land. . . The.Senate would
reallocate much of the proposed SMI [Part B] savings to the HI [Part A] trust fund.
The House would create yet another trust fund which would be credited with all of the
SMI savings. Both transactions are cynically devoid of economic meaning. .

Because all federal revenues are fungible, the balance of any particular trust fund 1
economically irrelevant. What matters is the net difference between all federal taxin
and all federal spending . . .." [Fax Alert from The Concord Coalition, 10/12/95
(emphasis added)] ' . :



THE PRESIDENT'S MEDICARE SAVINGS: $124 OR $192 BILLION?

THE CLAIM:

Republicans claim that the $124 billion in Medicare savings in the President's balanced
budget proposal amounts to $192 billion off of the Congressional Budget Office (CBO)
baseline.

" THE FACTS:

. The President's balanced budget proposal includes $124 billion.in Medicare savings as
scored by the Office of Management and the Budget (OMB).

e CBO and OMB have consistently scored specific Medicare savings proposals almost
the same. For example, OMB determined that the Medicare savings in the Health
Security Act would be $118.3 billion; CBO scored them at $117.6 billion. ;OMB
concluded that the Medicare "extenders" would save $28 billion; CBO found that thcy
would save $30 billion.

. CBO's only analysis of the President's balanced budget proposal (June 16, 19'95)‘
said that the Administration's Medicare savings would be $128 billion over seven
years. '

. Despite CBO's analysis, Republicans claim that if the President's Medicare savings

were taken from the CBO baseline, the President's proposal would equal $192 billion.
‘They reach this number by: (1) subtracting the projected growth in spending over
seven years under the Administration's (OMB) baseline from the projected growth in
spending over seven years under the CBO baseline; and (2) adding the difference to
the President's $124 billion in Medicare savings.

. The Administration baseline assumes that Medicare spending over the next seven years
will be $70 billion lower than the CBO baseline. However, the baselines are different
because CBO and OMB make different economic assumptions. It is not accurate

, simply to subtract the Administration's Medicare baseline from the CBO baseline and
add that number to the President's Medicare savings number.

. To measure .the President's savings off of the CBO baseline, the President's savings
can be calculated as a percentage of the OMB baseline and that percentage can then
be taken off of the CBO baseline. Calculated this way, the President's $124 billion in
Medicare savings equals $130 billion on the CBO baseline.



PREMIUM INCREASES UNDER THE REPUBLICAN PLAN

THE CLAIM:

The House Republicans claim that the Republican plan to raise Medicare premiums would
cost beneficiaries only $4 more per month in 2002 than the President's proposal.

THE FACTS:

Under the House plan, people on Medicare would pay $18 more each month than
they would if premiums stayed at 25% -- as under the President's plan. That is
nearly three times the amount that the Republicans promise.

Medicare beneficiaries pay premiums to receive Medicare Part B (which covers doctor
visits and other outpatient services). Those premiums are calculated as a percentage
of the total spent on Medicare Part B. Under current law beginning in Janpary- 1996
‘Medicare beneﬁmanes will pay 25% of program costs,

Republicans are proposing to: (1) raise premiums permanently from 25% to 31.5% of
program costs; and (2) cut spending in Part B.

When Republicans claim that their 31.5% premium amounts to only $4 more than the
President's proposal, they are comparing apples to oranges. They are not applying the
25% premium and the 31.5% premium to the same size Medicare program. To
compare the true premium increase -- apples to apples -- they must first take into
account their spending cut and then apply the 31.5% premium and. the 25% premium.

Under the House plan, people on Medicare would pay $87 per month in 2002. If
premiums were maintained at the current 25% level as under the President's plan,

beneficiaries would pay $69 per month in 2002. That means that under the House
plan people on Medicare would pay $18 more each month.

The President's balanced budget proposal extends current law and keeps premiums at
25% of program costs. Throughout the 1980s and early 1990s, Congress kept
premiums at this level. However, in the early 90s, Congress became concerned that
keeping premiums at 25% of program costs would make premiums too burdensome
and voted to set a dollar level in law. The dollar level for fiscal vear 1995 was
$46.10. But because health care costs have slowed, that amount was actually 31.5%
rather than 25% of program costs. The Republicans would force beneficiaries to
continue to pay this higher percentage. The President would leave current law in
place, which automatically returns premiums to 25% of costs in January 1996.
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REPUBLICAN MEDICARE "CHOICES" DON'T SAVE MONEY .

THE CLAIM:

- Republicans claim that new Medicare private plan choices will save money for the Medicare
program and its beneficiaries. Specifically, the Republicans say that by making more
managed care and medical savings accounts (MSA) available to beneficiaries, they will save
$30 to $50 billion over seven years.

THE FACTS:

Both House and Senate Republican Medicare plans include new managed care options and
medical savings accounts (MSA) for beneficiaries. They claim that these options will
produce Medicare savings through competition and efficiency.. However, the plans they are
establishing are paid within the context of an arbitrarily set and capped Medicare budget.

Republican Plan Achieves Savings Through Use of Spending Caps 5,

. CBO confirms that the $43 billion in "managed care" savings from the Senate
Republican plan come from spending caps -- caps on Medicare payments for managed
care set at 31 percent below private sector growth rates (September 27, 1995).

. The House Republican plan also relies on payment caps to reach their savings.

. Under ‘both plans, if the cost of Medicare benefits exceed the tight price caps, then
beneficiaries will either pay higher premiums or get fewer benefits. There is nothing

in the Republican bills that protects people on Medicare from plans shifting’ costs to
them.

Medical Savings Accounts Increase Medicare Costs

. MSAs use the savings from the reduced cost of a high deductible plan to fund a tax
deferred grant to an individual which can be used to purchase health care. They are
theoreticallv designed to encourage individuals to be more cost sensitive in using
health services. However, they tend to attract healthy individuals who believe they
will not need health care. As a result, when Medicare pays a fixed contribution for
those beneficiaries (based on average Medicare payments), Medicare is likely to
overpay.

. CBO has concluded that Medicare MSAs don't save money, they cost money. CBO
says that MSAs "would cost about $2.3 billion as a result of adverse selection” --
approximately $1,000 per person per year for each beneficiary in an MSA (September
27, 1995). A Lewin-VHI Inc. study also just released says that MSAs cost between
$15 and $20 billion.



ELIMINATION OF "BALANCE BILLING' PROTECTIONS:
HIDDEN BENEFICIARY COSTS IN THE REPUBLICAN PLAN

The Republicans have admitted that their plah will force people on Medicare to
pay more: '

. - Both the House and Senate plans will increase premiums.

. The Senate plan also cuts benefits and doubles deductibles from $100 a year
today to $210 a year in 2002.

. The Senate plan also gradually delays Medicare eligibility from age 65 to 67
beginning in 2003. :

But there are hidden costs as well. Republicans have said that they will not
retain financial protections that exist today for those people on Medicare.

Today, when Medicare pays for physicians' services, it sets the Medicare payment rate
for the doctor. Medicare also limits the amount above the Medicare payment rate that
the doctor can charge the beneficiary.. This limitation on so-called "balance billing"
protects Medicare beneficiaries from excess charges that so many of them can't afford -
to pay.

Under the Republican plan, this balance billing protection will be eliminated. Doctors
will be able to charge beneficiaries whatever they want in new private fee-for-service
or high deductible medical savings account plans.



REPEALING PROTECTIONS FOR LOW-INCOME MEDICARE BENEFICIARIES

The Republican Medicaid plan would repeal the requirement that states pay costsharmg
(premiums, copayments and deductibles) for low-income Medicare beneficiaries.

Current Law Protects Medicare Beneficiaries Whe Can't Afford Cost Sharing

Under Medicaid, states pay Medicare premiums, copayments and deductibles for people with
incomes below 100 percent of the federal poverty level -- about $7,500 per year -- and
minimal assets (known as "qualified Medicare beneficiaries" or QMBs). Medicaid also
requires states to pay premiums for people on Medicare with incomes below 120 percent of
the federal poverty level and minimal assets (known as "selected low-income Medicare .
beneficiaries" or SLMBs).

This year, typical Medicare beneficiaries paid about $550 to cover Medicare Part B premiums
and about $1,460 for all additional cost sharing under Parts A and B. There were ;

~ approximately 5.4 million low-income Medicare beneficiaries with Medicaid coverage.
Medicaid paid about $9 billion (including both the federal and state share) to cover premiums
and cost sharing for these people.

Background and Legislative History

These protections were enacted as part of the Medicare Catastrophic Coverage Act of 1988,
and were one of the few provisions retained when the Act was repealed in 1989. The Senate
voted 99-0 and the House voted 349-57 to retain them as well as a few other provisions.

Repubhcan Medicaid Block Grant Ends Protection for Low-Income Medxcare
Beneficiaries

The Republican Medicaid block grant repeals the requirement that states pay cost sharing for
low-income Medicare beneficiaries. Because the Republicans will cut Medicaid by $182
billion, most states will no longer be able to afford to pay for low-income Medicare
beneficiaries' premiums, deductibles and copayments. As a result, these beneficiaries will be
forced out of their fee- for—serv1ce plans into managed care. Accordmg to the Congressnonal

OMBs would increase enroliment as those beneﬁmarles sought out plans with lower cost-

sharing requirements.”




" ENDING MEDICAID PROTECTIONS AGAINST SPOUSAL IMPOVERISHMENT

The House Republican Medicaid plan would répealxhe common ground law signed by
President Reagan to protect spouses from having to give up everything they have -- their car,
their home, and all their savings -- in order to pay for nursing home care for their sick -
spouse.

. Current Law Protects Spouses and Their Families from Poverty

Current federal law ensures that spouses of people needing nursing home care do not have to
lose everything they have in order for their spouse to qualify for Medicaid: )

. States must let spouseé keep income equal to 150% of the national poverty
level -- about $15,000 per year.

. States must let spouses keep a minimum amount of their assets. Thé minimum -

is set by the state and may range from about $15,000 to $75,000. The value of
the spouse's home and car are not counted toward the asset limit, which
protects spouses from having to sell these items to qualify for Medicaid.

Since this federal law went into effect in 1989, it has protected about 450,000 spouses of
nursing home residents. Most of these spouses are women. It also protects their families
from being forced to pay the nursing home costs and from having to support the spouse not
needing nursing home care.

Background and Legislative History

Most Americans must pay for nursing home care with their own funds for as long as they
can. Medicare provides minimal long-term care coverage, and Medicaid only covers nursing
home care after one has "spent down" and meets Medicaid's eligibility requirements. Prior to
enactment of the protections against spousal impoverishment in 1988, spouses, most often
wives, of people needing nursing home care, were often forced into poverty before they

qualified for Medicaid. To avoid poverty, many elderly couples were forced to take desperate -

steps, such as divorcing or suing their sick spouse for support.

These current protections against spousal impoverishment were enacted as part of the
Medicare Catastrophic Coverage Act of 1988, and were one of the few provisions retained
when the Act was repealed in 1989. The Senate voted 99-0 and the House voted 349-57 to
retain the spousal impoverishment and a few other provisions.
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Republican Medicaid Block Grant Ends»QSpousal Impoverishment Protection

The House Medicaid block grants as introduced repeal the protections against spausal. . .
impoverishment. When House Democrats offered an amendment in the Commerce
Committee to restore these protections, the amendment was defeated on a party-line vote.
Senate Democrats offered a similar amendment in the Finance Committee and the amendment
was adopted.

Medicaid is the largest payor of long-term care, covering over two-thirds of all nursing home
residents. Without the current federal protections against spousal impoverishment, there
would be no federal assurance that spouses could keep a minimum amount of their income
and assets. The spouses and families of nursing home residents could be faced with the costs
of their sick relatives' nursing home care -- care which now costs an average of $38,000 a
‘year. Nursing home costs could once again ruin the lives of spouses and their families.

Because Republicans also propose to slash Medicaid by $182 billion over seven years, cutting
federal Medicaid payments to states by 30% in 2002, states may be forced to offsetithe loss
of federal funding by not protecting the income and assets of spouses of nursing home
residents. Spouses could be forced to sell their home, car and other essential assets, and to
spend everything including their Social Security check on their spouse's nursing home care.



ENDING MEDICAID NURSING HOME QUALITY STANDARDS"

The Republican Medicaid proposals repeal the common ground law signed by.Prasident .
Reagan that established quality standards for nursing homes and institutions caring for people
with mental retardation.

Background and Legislative History

‘President Reagan signed federal nursing home quality standards into law as part of the
Omnibus Reconciliation Act of 1987. A 1986 report by the National Academy of Science's
Institute of Medicine had documented an epidemic of substandard care in nursing home
facilities around the nation. In 27 states, at least one-third of the facilities had care so poor .
that it jeopardized the health and safety of residents. Nursing home residents were sometimes
found lying in their own waste, injured by rough handling, suffering with bed sores while tied
to their beds at understaffed homes, verbally intimidated, and summarily evicted when the1r
nursing home found a prospective patient willing to pay more for their bed.

H
Current Federal Quality Standards

Current federal law provides minimum standards for nursmg homes that protect residents
from abuse and neglect including:

. limiting the use of drugs and restraints

. prohibiting nursing homes from "dumping" residents -- evicting them when
they've run out of money and qualify for Medicaid :

. giving nursing home residents the right to appeal decisions about their care

. ensuring that nursing aides are trained and do not have a history of abuse

The 1987 law and subsequent amendments have led to dramatic improvements in the quality
of nursing home care. The use of physical restraints-and psychotropic drugs has dropped
sharply. The number of registered nurses on duty in nursing homes has increased, as has the
training of nurses' aides. Nevertheless, more progress is needed. Inspectors from the Health
Care Financing Administration continue to find substandard care at some nursing homes. For
example, one resident was hospitalized after maggots and larvae were found in a foot wound -
- the nursing home said it did not have enough staff to give baths. Repealing the federal
quality standards would undermine the progress we have achieved and ser us back.

Republican Medicaid Block Grant Repeals These Fundamental Protections

. 4
Under the guise of reform, Republicans propose to repeal the federal Medicaid quality

standards, as well as the requirement that Medicaid cover nursing home care at all. Medicaid -

is now the largest payor of long-term care, covering over two-thirds of all nursing home
residents. As many as 350,000 elderly and disabled Americans would lose nursing home
coverage in 2002, and nursing home residents would be vulnerable to abuse and neglect, to
being inappropriately restrained and drugged, and dumped onto the streets when they run out
ol money.

Vv .



QMWPEWW

" How can you consider a $1900 increase in Medicare spending a cut? The Congréssional
Majority say they will pay $6,700 in 2002 per beneficiary, relative to the $4,800 per
beneficiary now being spent. How can you characterize this as a cut?

] This is a cut because you cannot buy today's Medicare benefits with this amount
of money in 2002. Beneficiaries will pay substantially more or get less benefits.
‘Nothing the Congressional Majority can do or say can dispute this fact.

. They say $6,700. However, that is about $1,000 less per person than what it
would be EVEN IF Medicare spending were constrained to the private sector
growth rate.* :

. And remember, the Congressional Majority wishes to constrain the growth rate well
below the private sector even though Medicare beneficiaries are, by any definition, a
much more difficult to manage and expensive population than thosc'wit\h private -

_ insurance. : ‘

. To deny their proposal is a cut is like saying that reducing the Social Security
cost—of-living adjustment (COLA) is not a cut. To deny their proposal is a cut is
like telling workers who get a 3% raise that their salary will remain sufficient to
maintain their standard of living in.an economy that has an inflation rate of 5%.

. The real question is whether the $6,700 advocated by the Congressional Majority
would be sufficient to pay for the same benefits in 2002 that Medicare
beneficiaries have today. Clearly, it is not. ‘

* (NOTE: The 1996-2002 private sector per capita growth rate projection of 7.1% --
calculated from Congressional Budget Office data — is 40% higher than the 4.9%
growth rate the Republican budget allows for Medicare. Constraining the Medicare
program to the 7.1% growth rate would reduce per beneficiary spending from its
currently projected $8,400 to $7,600, and would produce substantial Federal savings.
However, the Republican budget's 4.9% growth rate would reduce Federal spending
per benceficiary by $1,700 to $6,630. This is $1,000 per person less than even the
private sector growth rate would allow and could only be achieved through
unprecedented cost-sharing increases on beneficiaries.)
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Reduction in Medicare Spending Per Beneficiary
- Under the Senate Republican Plan
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