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_---- .[0: Ira Magaziner 

FROM: David Nexon 

DATE: 6/25/94 

SUBJECT: Coverage of all children by July 1, 1995 

Attached is a draft of the proposal with suggestions as to how to 
get it in. place immediately. Obviously, we would want to work on this 
further with .Gary, larry, and others, but we are convinced it can get 

. started on a, fast track. I underStand that cao has completed costing of 
the comparable Finance provision, although without the additional· 
layering-on of a percent of income cap. 

.=----
I . 
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A "FAST START"ON HEALTH INSURANCE COVERAGE 
; . FOR UNIN$URED CHILDREN 

Overview I 

The Riegle amendment adopted by the Finance Committee by a bi· 

partisan vote of 11-8 provides subsidies for private health insurance 

coverage of iuninsured children. A maintenance of effort provision was 

also included for private employment-based coverage. 


The amendment provides for full subsidies for children up to 185% 
of poverty.p~asing out at 240% of poverty. This proposal would add to the. 
amendment capping the percent of income that any family would have to 
pay for coverage o't its children. e.g .. at five percent. This limit would be 
layered on top of the Riegle subsidy schedule. 

I 

With this addition, enactment of the proposal would guarantee 
affordable coverage for every child· in America as of the effective date of 
the provision;. Currently. there are an estimated 5.9 million uninsured 
children under 18 years of age beJow185 percent of poverty. There are 1.1 
million between 185 percent and 245 percent of poverty, and there are an 

. additional 1.3 million with incomes above 245 percent of poverty. 

I 

Steps needed to start the program by July 1, 1995 
. . !, .' . 

·~Estabnsh' :8 ,system to verify eligibjJj~.The core administrative 
structure fo'r' establishingeligibiHty for this population already exists in 
state Medicaid programs. All states already have Medicaid extensions for 
pregnant women 'and young children to 133% of poverty, and 34 states 
already' provide coverage to 1850/0 'of poverty. This system would be 
tranSitional, pending a non-welfare·based income verification system for 
(ow-income people generally. New York has the private insurance' plans 

, doing income verification under its program. although there has been some 
concern that the plans have not enforced income limits aggressively 
enough.' . 

--Establish bieoefjt package. The basic benefits will likely be established 
, by the statut~, with fleshing out of benefits by the National Board.' It. 
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seems unlikely that the National Board could be appointed, confirmed,' and 
produce regulations that could be implemented by insurers by July 1, 1995 
(although a 'possible fast-track procedure is described below). For child
only coverage, the Secretary of HHS could issue rules, consistent with the 
law, for interim community-rated coverage. Special rules would be 
established, :as described below. for existing employment-based coverage. 

, 

--Assure ayailability of· private coyeragf,}. 

Option 11: General insurance reforms in place by July 1 (open 

enrollment, community-rating, pre-existing limits, guaranteed offer by 

businesses. etc.). , Under this circumstance, the only additional 
. 

requirement would be that all insurers offer a separately· priced. child-

only policy. : If Option 2 is used, many of the special provisions would 

terminate at :the same time as the general insurance reforms were 

phased-in.. 


, 

Option '2: General insurance reforms not in place until January 1, 

1996 or late'r. 


-ofCommunity-rated coverage. Two approaches would be 
allowed. (a) would be the default if a state did not indicate it wanted 
option (b) and could get it going within a specified time frame,: 

a. All insurers currently selling policies in the small 
group and individual market would be required to make child-only coverage 
available' on a community-rated basis. Child-only coverage would have to 
be priced at: a specified fraction of the community-rated price for, a single 
adult, based on the insurer'$ existing line of business (e.g .• 500/0 of a single 
adult policy). ' PriCing would have to be certified by an actuary as 
representing a valid community rate, given' the pricing of existing , 
business. T~e people running the current New York state program felt this 
would be preferable to option b, which was the one they implemented. 

. I . 

b. States could issue an RFP and contract with one or 
more carriers to provide the standard coverage within a community-rating 
area. 'A number of states have already established such programs, and 
Blue Cros~ a!ready makes child-only coverage available in 31 'states.. 

. --Employment-based coverage. Where an employer has offered 
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worker-only 'coverage or family coverage with no employer, contribution, 
the employer would be required to establish a child-only category of 
coverage with the same benefits as the more general policy. Individuals 
who have not previously insured their children through the employer would 
be allowed to use their voucher to contribute to the cost of this coverage, 
if they preferred to do so rather than go through the community-rated 

I 

pool. 

--Establlsbment of communj1y-r8,tiOQ pncmg areas. Many states already 
have established, such areas as part of their insurance regulation of the 
individual or small group market. or for Blue Cross rate-setting.' ThereI 

would be three interim options available: 

o States elect to use existing community rating areas. 

o States elect to establish new areas consistent with the 
requirements of the Act by the target date. 

I 

o Default would be to use Medicare carrier areas, which are large 
areas that conform roughly to current insurance company, practices. 

, I \ ' 

,--OthQc hQajth plan standarda. , Other health plan standards would be 
included io the act. ,While implementing, regulatio'os ,may not be funy 
developed, private plans would 'be expected to meet relevant standards of ' 
the Act during the interim period. ' As a practical matter, we can expect 
enforcement Ito be relatively minimal--but this is not crucial during the 
start;.up phase. 

-~Pricing' of vouchQ!§. Vouchers would be priced based on the average of 
community-rated plans (under the default option) or based on the 
negotiated bids (~.mde( the alternative). ,We might consider, as a means of 
protecting Federal dollars, capping, the voucher based on a projected price ' 
for each community rating area (in addition ,to whatever fall-back budget 
safeguards' will be' included in the overall bill). 

'uMakQ paymEmts of' ¥oycber amounts to' plan~., States would generally 
perform this function. In most cases, this should not be difficult; since it 

'essentiaHy involves paying a bill submitted by an insurance company 
baSed on an ieligibility determination already made' by the state. Medicare 
ca~r!e,rs or FEHBP ~ould perform this function as a default. 

http:start;.up
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--Maintenance of efforUjnteractioo with current MedjQajd. 

o ' Maihtenance of effort. ' Employers would be required to maintain 
their current! family plan offerings and contributions. consistent with the 
Riegle amenpment. Individuals who currently accept employment-based 
policies for t,heir children or where employers contribute more than 50 

,percent of 	th~ cost of coverage would not be eligible for the new program. 
This should be coupled with a non-discrimination requirement as an 

I 

additional inc:entive for employers not to drop coverage. 
I 

, This wi!1 obviously create some inequities, and there could be some 
erosion of current coverage over time, but it seems a reasonable approach 

! 	 ' , 

for a transition program.
I 

o Interaction with current Medicaid. Individuals currently recelvlOg 
Medicaid wou,ld be required to stay with Medicaid until the program is 
integrated into the new system. Individuals qualifying for Medicaid under 

I 	 , 

current standards could be given a choice or ,required to go to Medicaid' 
I ' 	 ' 

first, depending on the cost implications. 
, ' 	 I 


I 


Fast-tracking government: Independent of what .is done' on the 
children's initiative, the whole process of implementing reform could be· 
speeded up by adoption of special procedures; Specifically:' 

I. 	 ,.""" ,. . . a National Health, Board. The healthcare reform statute can 
. proviqe for natning an ,"interim" National Health Board '(e.g. Cabinet' 

Secretaries) as soon as the bill is· signed or delegate interim regulatory 
authority to the Secretaries of HHS and Labor. 

0, . Fe~eral regulations. The reform statute can alsoproyide for 
. implementation' under expedited procedures permitted by the Federal 
Administrative Procedures Act, /.e.' issuance of immediately-effective 
"interim fina'" regulations. 

, " 

, 
!/) 
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FAX TO CHRIS JENNINGS 

RE: ESTIMATES OF SENATE DRUG PROVISION 

In revi~wing the estimate of the monthly premium for the 
Senate drug provision. I discovered a problem with the 
estimate that we previously cleared. 

Under HSA, beneficiaries will pay 25 percent of the cost 
of the :new drug benefit. This 25 percent is computed 
the same way that it is determined for the rest of Part B • 
.. the premium equals 25 percent of average per capita 
costs~for aged beneficiaries. As you may recall, when . 
the President's budget was prepared the actuary 
discqvered that because of higher per capita use of . 
drugs for the disabled compared to the elderly, a. . 
.premium based on 25 percent. of aged costs would 
finance approximately 22 percent of total costs. Up to 
this point, the model had been determining the premium 
based on 25 percent of total costs. As a result of this 
change· our estimate of Federal costs went up and our 
estimate of premium revenues went down by the same 
amount. ' 

, 

. 	f discovered today that the actuary had· not adjusted the 
model to estimate premium revenues based· on 22 
percent of total costs instead of 25 percent. When this 
was corrected, the estimate increased from $91,1 billion 
to $95 billion. The attached table has the corrected 
estimate. 
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tn readihg through the specifications for the Senate 
benefit,' I saw that they were not proposing to use the 
indexing methodology proposed In HSA (maintaining a . 
constant percentage of beneficiaries meeting the . 
deductible and cap) but instead were planning to index 
both to CPI-U, As indicated on the table, this would 
increase costs by approximately $5 billion over 98 
2004.: . 

Please give a call If you have any questIons (528-0297). 

Peter Hickman 
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Senate Drug Proposal with Two Indexing Options for Deductible And Out-of-Pocket Limit 

.= 
1'0Assumptions: 
1'0 

Starts 111198. 
.J> 

" 
Deductible=$500 in 1998. 

s: 


20% coinsurance -,:! 


Out-ol-pocket Iimit=$1200 in 1998. 

Dispensing 100=$5 in 1998. Indexed as in President's plan. 


Net program cost - in biflions 

Rscal Year 1998 1999 2000 2001 2002 2003 2004 1998-992000-4 96-2004 

Constant % of 
Beneficairies 
Indexing 6.2 12.6 13.3 14.2 15.2 162 17.2 18.8 76.1 95.0 

CPI Indexing 6.2 12.7, 
" 

13.7 14.8 16.1 17.4 18.8 18.9 80.9 99.8 

July 27, 1994 - HCFA OACT 

.=:J '" 
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';11,:~.'}:;-::;·' :' 
. .. 

coverage within their.borders, (2)'stRtes shottld nnt he presented with an unfunded. 
fe:cJcntl lDllUdalC, .(3) the fcdcra1 sovemment should. not promise the sUlies more 
resources than can realistiCally be pl'OYided, and (4) any. new cmnmitment of federal 

"resources must be ~ financed.' . 
'. . ... :.:,:..:~~.~:~~;:..r.'::'~'~'~':":._' -:,' .. ': ....:,f.~,~..(·;! ~._:. .._ 

The proposal wou.tdeRablish: 
..'··~;~~~.~~;;L:~;.:;.· .';.... .. ' c":":. /':J ,; -:: '::', '. 

.': U95 ~~:. iacentfvea and f1cxibi1ityJ'or .tatea~o encouraF and enable 

·::·~?~:;~~!~:;~=:;~~~¥::t;,~~i::·\~!frtZ~~·;:X{a:jt:"\:i':~'t~ . .' :.. '.... 
BEGINNING IN 2002: additional authorities that States cim'use to reach 95';;· 

,·./:Q'lVe1aac:·(ahauld Canir=l fail to enact Icplaiio'li Dosed on Commission' .' 

. " ~~~~~~~:;:·~e~;?:~.:·;::,.:·: ..:'~;~t~zt~~~~ft;~~~~f~;t~/:~>·:·:·,·,::··· 
... u...(X)NSJi:QUENCES 01' sTAm INAciioN'r;11m:~iOO3~Vlbited;·ieder.d ':,' 

:fnterve~' Instates that fail to ma.Jc.e ,lubstaJitial:progresi Within a feasonahl 
pariad ~ time after die year 200l (If Congress has £aJled to 8t':t). . 

.... :y:. '::·';;~'·ii~\~~::?/;t'·.. ··: .' /f3:;.' '.•.~.:',~.:~:: :·:.:\·;~~:~,;,~.. 5;§~,i,:~:t=~,:.~;·~.~~;~'[:"c:··' \ 
.:~ '. :,' :,' ", . 

i''''_I\''_f"lA 11""'Au .. 0 I~ 4r c: ,. II l' C • 1:111 llI..,j I I • /,1, !' :l :'lolL :J , PI10;;004 
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DRAFT (7/%6194#1) 

BREAUX.LIEBERMAN PROPOSAL. 


PUBPOSEi': Attached is a propo;aJ to ensure that the goal nf universal coveraae is met 
In the event that Congress falls to act on Commission rccommentbltioilS und.er the 

·process set forth in ·the Senate Finance Committee bill ' The ~posal would require the 
states to achieve univenal coverage and ,would ~ them flc:nbilityand resources to do 

, so. 

CON I gxr. " Tho FInance Committee bill :leta up Ii .UAUonal, ccm:unisaion that would 
report to Congn::u. every two yeura on the status of the uninaured and suggest ways to 
expand coverage. ~ , , 

.' .. 

If.less th8n 95% of the U.s. populatioD is insured in 2002, the Commission would, send 
recommendations to Congress OD how thmte partl uC Lbe country that have not achieved. 
95% coverage could"do so.. Thae recommendations would be considered by Congresa , 

· under fast-track procedures' that,would allow far re1eYant amendments but'which woulC1, 
ultimately requfre that C.ongreu tMe It Vf)flit, Thr: fnllowi:og PIOpoaal would apply only if.' 
at,the end of fast-track procedures, Congress failed to pall legislation to. reach universal. ~. " 

covenago. . 
.' . . 

·SUMMARY or PBQpoSAL:.This proposal would set up a default pracesa in: the c:'cnt~ ... j;:'.::: .... ;. . 
that. Consrea fafIs~? .Pf""Y" 1~latinn (lwed.nn ComI!'f."ion rcmmme~~tiODS) ~: tl1e?·;~:~~~:*:*t.. ;;~::;;::; 
year 2002.. States with leu than 9'9& COYerago would· be teqWred to subDllt B p~ ~ t~~'·~~~~~·:itbi;:.; 
D"plU'~ICUL orHealth and Human Services that woWd bring them to UD1Yemll COY0188!:"-=::t fi!(/':':";:~:i 

, . ' ..:. '. .' .... . ." .' ...... ..' '.' 
· n,c propoaal waa written with the faIlQ'Wingsuictin& principles in mind: (1) sta1e1lft0uJ4'-:::·. 

be givt!n a reasonable amount nf flerihility and resources SO that they can act to expand-. 
. '.:.· 

· 
.: 

: . 

.. ' . . " 
· .0'. . 

. . ,0. 

... ...•... " 

'. . 
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.' Add new section I[ (E) to Senate Finance Committee mark: 

Eo DEFAULT STRATEGY FOR ASSURlNGUNlVERSAL COVERAC~ 

, In the event that COngress fails to act on the recommendations of the Commiufon as 
deserib~ri in • .r.tinn n (n). any state in which fewer than 95% of resident." arc insured _ 
muSt submit a plan of action to the Secretary of Health and Human Services for 

. I:u:hicvlug 95% coverage. Flexibility will bo permitted for .states thllt haveenremely hiBb" 
tates of uninsured. . . '. ." . 

. . .' . . . . . ' '. ' , . 

i 	~uc:h'P'""" "hall addreu all rclcYant Pai1ica.· including State Uld. JoCAllcwemmentl, 
. 	emptoyen,employees. unemployed and lo:w income individuals. beneficiaries ofpubUc 


plOerarna, etc.. 


• 	 . 1995 TO 2002: ThcfoUcwingproVisions'arc dcsigl'led to gjvc states t~e.resourccs Bnd . '. " 
'. flcxlbility they need in order to reach the loal of uniVersal ~ragc before the year 2~' . /~:/. : 

.~ ·.:,..:....:;·:3~· ..:·...:~~? .:~;;Y:;, :!", .' <,; :< .: r ~> <.;~;. \ ~;:;.::::~:' .'0:" . ~. ,; .,~:~' :;.....:.' ... '. • . ' ?,:~~ ......~.. ,~;:~~ '~!~,v'~"', '. 

Q AIlaWlimiiCd. flcZibruty wider ERISA! .under. a'waJvei-'~ .t.&&eI-ril.be ~~::.__ .+'Ji;:·',' • 
.'limited authority to impose requirements on ERISA plans if 'they can demonstnlte,·"·,,..?:I:1:!C\.,-; 

that these reqWeD:tents would aipiiicantiy increase coverage. . . . 
, . 

o Provide funding for state ou~cfforti to low-income and other populations at "' 
.nak of remaining uninsured. (Fundi ate iDtcmded for administrative ~nn tp.r.hnical.
support.) . . 

. ""~",.:::...~~;-.'::"'::::.:.<~;,;:~,':.:,~:~,,-'.,;.:,' '. ",',:":L1 .•::;,:......., ,- ,,', '~, . '" ' . .' . ',' '. ' ,: '". . ",' -', ' 


o .Allow states to impose additional "risk adjusnnents" amoI1Jl health pillns based on .. ".' .'. c.••......' ...... 

w.mrs ~ther than h.ctlltb statu» (Iuu:h III gcography) that are dcsignedto . ·,j1'i~~,.;p-<:(;:;~; . 
~cou~,o health· plans to caver popglrltioDl that are at rilt of remaining . 

'.. :~";J.j.~~;;,<:~~r;!2;3t:::,~;!!~~j~··~ft~j;rE~Rjk~~i.{.':::;;~~'~~~~~~:'-~\,.~-:..;ti:~~,;(J; .•. .'. .' ...•...•.. :. ... ~:::.: 
o . Provide fundina and'adc1itiOnaltlexibWty to states to. encauragothc development.', 
.'. ;. . .ofprovfdm: networks inl'W'll and urban. underservedareas.(Funds are intended~~~ 

" 	. :': ~:~;;{%0~:?d~;~~;;~~1~~~~~;;:;\~:~;~)·:·.\,;·· .:. ...... .•. 
ProVide tundUtg for stille planntng andrepordDgrcqliliewe~lts. 

. :' . • .. , . " '. . .. <, '.' .-',:,':.'.'."::::-;" 

,.. 
.. : 

. 
;.... ' '.'" 

... 
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Post-ir Fax Note 7671
June 21, 1994 

Fax' FUf 

mlLvy R.o~l\AM CIint<Jft 

Office of the First Lady 

Old Executive Office Building 

Room 100 

Wft/.lhinp,tnn, nc. 20500 


Dear Mrs. Clinton: 

Key members of the :pna.rmaCeutic~inhQustry;the~biotechnotogy industry 
1Ild other health (.are 8t~kr.hnJnr.n R~lr.h a., Man.cd Clre. Phlmll~ 
Managern.ent Compltnif'.. /tnrl thoM: laldemiQians iDvolved in !Jhapin~ 
medical school curricula will be meeting at tlie' ·j~'W.-:-·Mamotf=:.in 
.WashinitonD:C. 'Oi;aUty 26 a.n4~1~~!~J4:-! 

. The purpose of this symposium wilt be to consider strategies and affects of 
innovation and regulation for E'.aeh IVRkt:hnlcfflr Many innoVative strategies 
that oil\:r al wiu!;; v~uiciy uf alL"'llI4LivC:;>lI CUl J""t.;"uJ' of hulth. ~aN will he 
demonstrated. . . 

Some examples of the thresho1d presentations "Will include Phannaceutical 
Research Manufacturers Association President, Gerald Mossinghoif, 

. spooking on "The New Direction for the Industry", MRMgNl P1'I":iI.Iiption 
Services (PBM Co.) Vice President, Dr. Arthur Shinn. speaking on 
"Bringing Access to the UnderselVed and Underinsured", and Dr. Michael 
Wtlkes ofU.C.L.A. will be taJldna on "The Curriculum Changes Necessary 
to Increase the Number ofPrimary Care Physicians". 

There is no pharmaceutical'money involved in this conference. The Drug 
Information As.soclation is a nonprofit organization. 

http:j~'W.-:-�Mamotf=:.in
http:Switzerh.nd
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This conference would be tremendously enhanced and it would please aU of us to hear your 
visions ofwhat we need to do toward a better health care system. Please consider being a part of 
our sympoSium at ttus crucial bme and grve us your response as qUlckly as your ousy schedule 
will allow. 

Thank you for your consideration. 

Sincerely, 

Dr. Albert 1. Giovenel1a 
Health Alliance Ext::~cutjve 
MHHD 

University ofPenn~ylvania 


School ofDentalMedicine 


sblAlG 
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Drug In/ormatiun Associatilm 

SYMPOSIUM 

HEALTH CARE 


REFORM 


THROUGH 


INNO,TATION 


July 26~l'. 1994 
J. ~'. Mu.rriuH Hotel. Washington, U.L. 

Program Chairperson 

Albert Giovenella, Ph.D. 


Health Alliance EXe(utive 

Merck HUfIWl Health Division 


University of Pennsylvania 

School of Dental Medicine 


The phannaceulical industry. the biotechnology 
industry, and other health care stakeholders are 
facing great challenges that will offer the opportunity 
to gain control of costs and benefits, and that will 
ultimatel), provide quality health c·ate to Illl people in 
the United States. 

This symposiwn will consider the strategies and 
effects of innovation and regulation for each stake
holder. Many innovative strategies that offer a wide 
variety of aJte"'t\\in~ for W; 11r.1ivf'i1i' nf hralth r'art" 
will be demonstntted. 'the many meaningful reforms 
that have already been accomplished will be high
lighted during these discussions. 
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Drug In/ort.rudltJn A"ociation 


JUly 28 • IT. 11M 

J. W. MaI'l1Ott HOtel 


Waal1lngton. DC 


PrasnrI1 r.n.fr,......
Alitrt QIO'l".III, Ph.g. 

Health Alliance EXlcutlve 


Mirek HumIn He.lth 01\111101'1 

Unlvel'8lty of Plinnsylvanla 

Scl1oolof Osntal MedicIne 


MonellY, "'ul, 21. 111. 

4:00·e:OOpm "111att.tlon 

TwIG'If. July 28.1114 

8:30am 

9;OOam 

FlI,latr.1 rDn 

Welcome and lntroc:luctlon 
Dr. Albert Gloven.... 
Health Alliance EX'Gutlve 
Mirek Humin Health C1villon 
U'IatruOtOr, Univsrsity of 
Pent'laytvanJa Sclnool of Cental 
M8dlclna 

Klynotl SpeaJcar 
P!'\armaoel.l1ioallnduttry'S 
L.etdlrshlp In H..lth Care Reform 
ClI .... d J.MOMinghoff, 1Iq. 
Prelldenl. PharmeoetrtlCal Research 
Manufacturers of Amlrtea 
,formerly PMA) 

EconomIc Effecte of Reform on 
Innovation 
Alln Hlllm.., M.D., M.B.A. 
Director, Center for Hlllih Policy 
Leon.reI Davts Inatltute 01 ".alth 
Eccncmk:l 
I.Jr1lwralty 01 Penneylvlnla 

9;3Oam 

10:00am 

10:30am 

11;Ooam 

11;$Oam 

12:00pm' 

1;3Opm 

2~DOpm 

Current LegIslation Impaoting the 
IndUltry 
M'-,*I HuMon 
Senior Vice PrttkMnt 
!trategio Man.gem,nl Aeaoclate6 Inc. 

Coft'M 81'10 

Thl Crulhlng Effect& of Rlform on 
FNoteohnology 
c.ri I. ,..Idbaum, .sq. (Invited) 
Pretldent. BIotechnology Induatrv 
Organization 

erreotl on Pharmaoflta 
Dr. WIlliam IIIln. 
ViOl P,..aldtnt Of Profes&ionaI and 
Bovernmem Affall'l 
American SOGIety 01 Hoepltal 
Pharmacfltl 

Panal DIICUlllon 

Ll.InchlOl'l 

The Newly-Empowel'ld Oonlumlr 
Dr. HeMIW PlUI 
Executlv, Oll'tCtor 
N&Honal SAfe Kid, C&mpaigl'l 

The Ethlce of Health Care Reform 
Dr. Den BrOOk 
Profuuor, Department of PhUoaophy 
aMi e • ...t•• fe~ DleM.ilMl ctto.l.,. 
Brow" lJnlvtre!ty 



:1566485:;; 5/5...... 
'" 

2:30pm The NGCOHhy of Pllnnel'lhipa for 
SuNlval ., 

Wid""." ,July 21', 1"" 

Dr. RlcftllU aoocs.teIn a:~Olm Thtt Role or ttl It Medical School In 
Senior OIr.ctOf. M~\C;II PIMirtng .Heal1tl rAri Rifonn 
Merck Huma.n Health Clvlalon Dr. a.flohlll WII.a 

UCLA Scnool of MedICIne, Director of 
3:00pm Caff8811nr11c UCLA Dootcl'll'll:;.·Cu..r.c1J!um·· ... 

OlYllion of aenarallntlmll Medlclnl 
3~3Opm Managld Car. and Mental 

H"ltn ".,. 1:00am The Inroadl or lmavatianl by PeM'. 
D....." ......, Dr. ArthYr II. SIIlnn 
Mldlcal Oil'tOtor ViOl Pr.lld."t 
Value Behavioral Health Manage" PMllnnj'1fIM AANlei. 

~:OOom Oivlr.lty. Art 1!1'Ij"It)I1ant Ingradhant In 0: toam c.tfM8PNk 
Arr; Reform Plan 
Mr. MlohMI A. c..o 11:4~am outCOmlt RlSHl'Oh: Eoonomlo VB 
E¥MLltlve VI,... Pr.dlnt Maiiea' B.MfftI 
Vanderveer I3roup Dr. IIWaIrt IpMIIn . 

exeou11ve OIl1IC1or; outcome. 
4:30pm Pinel OleCUtlion A...rch. Merok • Co. 

5:00pm Tuea.daV MlNtftng Adjourned 10:1!1m Clollng • Dr. Albert Cloy.",.t. 

I 
Audlofvllual tal'lno ot ....VCIA Workahop II pl'Dhlblt8d 

without prlGt wrIttm ootIMnt from DIA. 



,. 


,;2) 5-1/~1 

~I\ sJvlil, 
f11rl ~;lurtJ}-' 22.~'--7~/J' 

T..erefv flYHcr 2Z-Y"{H'"'J 
'(VwfL I{~ ( f-

() Sc".~J,j j 

- j 



July 26, 1994 
POST-MANDATE PAYMENTS 

1. 	 Employer Payment Responsibility. In general, employers (other than exempt 
employers) are required to make a premium payment on beh~llf of all qualifying 
employees. 

a. 	 Definitions: 

i. 	 "Contributing employer" means an employer with 25 or more employees 
or an employer with fewer than 25 employees that elects to be a 
contributing employer. 

A self-employed person with at least one full-time employee could 
elect to be treated as a contributing employer. Note: Senate Labor bill 
does not require full-time employee. If the self-employed person 
makes such an election, the person is treated as an employee of him or 
herself and is deemed to pay wages to him or herself equal to self
employment income. See Senate Labor bill for details (including 
closely held businesses, etc.). 

ii. 	 "Exempt employer means an employer with less than 25 employees that 
does not elect to be a contributing employer. A self-employed person 
without at le~t one full-time employee is treated in the same manner' 
as a worker in an -exempt firm. 

Note: This is essentially the construct of the Senate Labor bill; a key definition 
is he definition of "qualifying employee" because it does not include an 
employee working for an exempt firm. 

b. 	 Community-rated employers. For full-time employees, the employer is 
required to pay at .least 50% of the weighted average premium of the RIPe _ 
chosen by the employer ("RIPe weighted average premium ") for the 
employee's class of family enrollment. For part-time employees, the employer 
pays a pro-rated share of the RIPe weighted average premium. 

Note: May need to add large employer opt-in credit and potentially excess 
premium credit if premium caps are used. 

c. 	 Experience-rated employers. For full-time employees, the employer is 
required to pay at least 50% of the weighted average premium, of the plans 
offered by the employer. For part-time employees, the employer pays a pro
rated share of the RIPC weighted average premium. 

An experience-rated plan sponsor may establish- premium areas (consistent 
with regulations of the Secretary of ?). Experience-rated employers-may base 



their contributions on the premiums of the plans offered in each premium area. 

d. 	 Non-enrolling Employee Credit. A non-enrolling employee credit is 
calculated as follows: 

i. 	 Non-enrolling employee credit for couples. 

(1) 	 For couples, the credit is equal to: 

(a) 	 The total of employer payments (without regard to any 
subsidies) made on behalf of non-enrolling employees in 
the couples class of enrollptent in an HCCA minus the 
amount described in (2), divided by 

(b) 	 The number of families in the couple class of enrollment, 
plus the number of "additional workers It within the couple 
class in the HCCA. 

(2) . 	 The amount described in this paragraph is the credit earned by 
couples with more than a years worth of work in a year (and 
provided as a family credit to these families for a period of time 
in which they do not have full-time work). 

ii. 	 Non-enrolling employee credit for single-parent and two-parent 
families. 

(1) 	 For single-parent and two-parent families, the credit is equal to: 

(a) 	 The total of empioyer payments (without regard to any 
subsidies) made on behalf of non-enrolling employees in 
the two-parent family class of enrollment in an HCCA, 
minus the amount in described in (2), divided by 

(b) 	 The number of families in the single-parent and two
parent classes of enrollment, plus the number of 
"additional workers" within such classes in the HCCA. 

(2) 	 The amount described in this paragraph is the credit earned by 
two-parent families· with more than a years worth of work in a 
year (and provided as a family credit to these families for a 
period of time in which they do ~ot have Wll-time work). 

iii. 	 Definitions: 

A "non-enrolling employee" is an employee of an employer that does 
not enroll in a health plan offered by that employer (Le., the employee 



enrolls in a plan offered by a spouse's employer) 

"Additional workers II are as defined in the HSA. 

e. 	 Exempt employers: Exempt employers are not required to make payments on 
behalf of their employees. 

f. 	 Self-employed: Are treated as workers in exempt firm. 

2. 	 Employer subsidies. In general, the 50% required payment for contributing 
employers for an employee is capped at 8% of the employee's wage, limited to the 
reference premium (as described below). 

a. 	 Reference premium. A reference preqlium is defined for each HCCA (See 
specifications for High Cost Plan Assessment). 

b. 	 Subsidy amount. (Same for community-rated and experience-rated 
employers). Contributing employers receive a subsidy with respect to the, 
payment for an employee equal to the following: 

Subsidy = the lower of (i) the applicable employer premium obligation for an 
employee (net of the non-enrolling credit) or (ii) 50% of the reference 
premium for the class of family enrollment for the area, minus 8% of the 
employee's wages, but in no case less than zero. . . . 

c. 	 Self employed person (with at least one full-time employee) that elects to be a 
contributing employer receives asubsidy as in b. 

d. 	 State and local governments are not eligible for employer subsidies. 

3. 	 Family Payment Responsibilities. In general, families are required to enroll in an 
applicable health plan and make payments towards the premium for the .plan. 

a. 	 Family Share of the Premium. Each family .enrolled in a community-rated 
or experience-rated health plan is responsible for payment of the family share. 

1. 	 .Community-rated health plans. The family share for a family 
enrolled in a community-rated health plan is the sum of the amounts in 
(1) reduced by the amounts in (2). 	 . 

(1) 	 (a) The applicable plan premium. (!~ Senate Labor biil for 
details!) 

(b) 	 20% of the familycolleetion.shprtfall add-on for the. 
applicable claSs and HCCA. Families with no payment 

. responsibility are exempt from paying the family 



· collection shortfall add-on. 

(c) Any applicable marketing of HIPC fees. 

(2) 	 (a) The family credit. 

(b) 	 Any income-related subsidies. 

(c) 	 [?NOTE: large group sponsor opt-in and the potentially 
excess premium credit may need to be added ifpremium 
caps are included.? J 

(3) 	 (a) The family credit for a month for a family that enrolls 
through an employer is equal to the employer's required 
premium payment for the family. 

(b) 	 The family credit for a month for a family that is not 
enrolled through an employer is equal to 50% of the 
estimated weighted average of the employer premium 
payments (without regard to subsidies) made by 
community-rated employers in the HCCA for the month. 

ii. 	 Experience-rated health plans. The family share for a family enrolled 
in an. experience-rated health plan is the amount· described in (1) 
reduced by the amounts in (2). . 

(1) 	 The applicable plan' premium. (!~ Senate Labor bill for 
details!) 

(2) . 	(a) The family credit. 

(b) Any income--related subsidies. 

(3) 	 The family credit for a month for a family that enrolls through 
an employer isequal to the employer's required premium 
payment for the family. 

iii. The family share for a family cannot be less than zero. 

4. 	 Subsidies for the Family Share of the Premium. In general, families receive 
subsidies whiCh cap their premium p(iyment responsibility for the family share of the 
premium as a percentage of adjusted gross income, limited to the reference premium 
(as described below). . .. 

a. 	 Amount of subsidy. The. subsidy toward the family share of the premium is 
equal to: 



i. 	 50% of lesser of (1) the weighted average community-rated premium 
in the HCCA for the applicable class of family enrollment; (2) the . 
reference premium in the HCCA for the applicable class of family 
enrollment and (3) ??the applicable employer premium obligation for 
the employee (without regard of the non-enrolling credit)??, reduced, 
but not below zero by 

it 	 The sum of (1) the family obligation amount and (2) the amount of any 
voluntary employer payment (in excess of the required employer 
premium obligation). 

b. 	 Definition of the family obligation amount. 

i. 	 The family obligation amount is zero if the family's adjusted income is 
less than the income threshold amount ($1000 initially, indexed as in 
Senate Labor Bill)~ 

ii. 	 If a family's adjusted income is above the threshold, the family 
obligation amount is the sum of the following: 

(1) 	 The product of (a) the initial marginal rate for the applicable 
class of family enrollment and (b)· the amount by which the 
family adjusted income (not including any portion that exceeds 
the applicable poverty level) exceeds the income threshold 
amount, and· 

(2) 	 The product .of (a) the final· marginal rate for the applicable class 
of family enrollment and (b) the amount by which the adjusted 
income exceeds 100% of the poverty level but is less than 
200% of thepovertr level. 

iii. 	 The initial marginal rate is the ratio of 4% of the applicable poverty 
level for the class of enrolhnent to the amount by which such poverty 
level exceeds the income threshold amount. 

iv. 	 The final marginal rate is 12%. 

v. 	 In no case shall a family's obligation amount exceed 8% of the family's 
adjusted income. For families with adjusted income in excess of 200% 
of the appUcablepoverty . level for the class of family enrollment, the 
family obligation amount is equal to 8% of income . 

. vi. 	 !The dollar amQunts and percentages are indexed as in Senate Labor 
BilL! 

5. 	 Repayment of the family credit. In general, families without a year of full-time 



employment are required to repay all or a portion of the family credit th~y receive. 

a. 	 Repayment liability. The repayment liability for a family for a month is the 
amount of the family credit for a month. 
!Note: Since self-employed are treated as exempt workers, there is no need 
for special provision as in Senate Labor! 

b. 	 No liability for full-time employment; reduction in liability for part-time 
employment. [!See Section 6111 of Senate Labor Bill for details!]. The 
repayment liability is reduced (consistent with regulation established by the 
Secretary of ?) based on employer premiums payable for a family member that 
this a qualifying employee. In no case shall the reduction result in any 
payment owing to a family. 

The net is the "repayment amount." 

c. 	 Subsidy based on income for repayment of family credit. In general, a 
family with wage-adjusted income of income of less than 200 percent of the 
applicable poverty is eligible for a subsidy for any repayment amount under 
this [section]. 

1. 	 Amount of subsidy. The subsidy toward the repayment amount is 
equal to: 

(1) 	 Reference-'-adjusted repayment amount, reduced by, but not 
below zero, 

(2) 	 The family.credit repayment obligation amount. 

ii. Definition of the family credit repayment obligation amount. 

(1) 	 The amountis zero if the family's adjusted income is less than 
the income threshold amount ($1000 initially, indexed as in 
Senate Labor Bill); 

(2) 	 If a family's adjusted income is above the threshold, the amount 
is the sum of the following: 

(a) 	 The product of(i) the initial marginal rate for the 
applicable class of family enrollment and (ii) the amount 
by which the family adjusted income (not including any 
portion. that exceeds the applicable poverty level) exceeds 
the income threshold amount, and 

(b) 	 The product of (i) the final marginal rate for the 
applicable class of family enrollment and (ii) the amount 



by which the adjusted income exceeds 100% of the 
poverty level but is less than 200% of the poverty level. 

iii. 	 The initial marginal rate is the ratio of 4% of the applicable poverty 
level for the class of enrollment to the amount by which such poverty 
level exceeds the income threshold amount. 

iv. 	 The final marginal rate for a year for a class of family enrollment is the 
ratio of: . . 

(1) 	 The amount by which the reference-adjusted repayment amount 
exceeds 4% of the applicable poverty level for the applicable 
class of family enrollment for a year, to 

(2) 	 100% of such poverty level. 

Note: the reference adjusted repayment amount is used to limit the subsidies to the 
reference premium level. 

v. 	 The reference-adjusted repayment amount is the repayment amount 
multiplied by the ratio of: 

(1) 	 The reference premium for the class of family enrollment for the 
HCCA, to 

(2) 	 Estimated weighted average of the employer premium payments 
(without regard to subsidies or non-enrolling employee credits) 
made by community-rated employers in the HCCA. [!Note: this 
is the same amount as the family credit for nonworking families, 
except that it is without regard to the non-enrolling employee credit.] 

. 	 . 

vi. !The dollar amounts and percentages are indexed as in Senate Labor 
Bill! 

vii. !See the definition of wage-adjusted income in Senate Labor Bill! 
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List of stuff to be worried over: 

Bad debt; need to correct the calculation of the collection shortfall add-ons. 
2. 	 Calculate how premiums build up. 
3. 	 Effect of the trigger; clarify to whom mandates apply; boundry issues. Talk to 

Parashar about confoiming applicable plan definitions, etc. 
4. 	 Define enroll through an employer 
5. 	 adjustment/errors and borrowing issues 
6. 	 Think about this where contiguous states are not using same years. 
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B. 	 ADDITIONAL SUBSIDIES, FOR UNINSURED KIDS 

Eligibility Medicaid coverage would be expanded as follows for the one-year, 
period between 1/1/96 until 1/1/97: 

a. 	 Infants who are currently covered to 133 percent of poverty, with an 
option to 185 percent of poverty, would be covered up '185 percent 
of poverty. 

( 

b. 	 Children up to age 6 who are currently covered up to 133 percent of, 
poverty would be covered up to 185 percent of poverty. 

c. 	 Children between ages 6 and 19 who are currently covered up 100 to 
percent of poverty on a phased-in basis would be covered up to 185 
percent of poverty. ' , 

d. 	 Children in 1115 waiver states who are currently covered to various 
degrees would be covered up to 185 percent of poverty. States that' 
currently use 1902(r)(2) to cover children at higher income levels 
could continue to cover these perSOIlS, but with 100% Federal 
financing only for those with income up to 185 percent of pove~ty. 

Coverage through Private Plans Similar to the OSRA 1990 provision, .states 
are required to purchase group health insurance coverage for Medicaid 
beneficiaries where cost effective as defined by the Secretary. In addition. 
State options include: ' , 

'.. < • " 	 • 

a} 	 Family option of employer Dian: A state may elect to enroll children hi ' 
a family option within the option of the group health plans offered to 
the caretaker relative. " , ' 

b) 	 Family option of state'emoloyee plan: a state may erect to enroll the 
children in a family option within the options of the group health plan 
or plans offered by the state to state employees. 

c) 	 Health Maintenance Organizations: a state may elect to enroll the 
children in a health maintenance organization in which fewer than half 
of the membership are eligible to receive medical assistance benefits. 
This enrollment option is in addition to any enrollment option that a 
state might offer with respect t6 receiving services through a health 
maintenance organization. 

OPTIONAl. FORM 99 (7-901 
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d) 	 A state may elect to enroll children in a basic state health plan offered 
by the state to individuals in the state otherwise unable to obtain 
health insurance coverage. 

Medicaid will pay for the full premium and tl:le full cost sharing amounts, but 
only for the services covered by Medicaid. 

Current Medicaid rules governing covered services and recipient eligibility 
would be retained to c.over services not otherwise provided under private 
health plans. Because Medicaid is a secondary payer when a reCipient has 
private coverage, the program would provide coverage for supplemental 
services for low income groups currently entitled to Medicaid. 

3. 	 Financing The Federal government would provide the following Federal 
matching through Medicaid. 

a. 	 All current eligibility categories would continue to matched at the 
state's regular Medicaid matching rate (FMAP), except as noted 
below. 

1} 	 Coverage for infants with family incomes between 133 percent 
and 185 percent of poverty would be 100 percent Federally 
financed. 

2) 	 Coverage for children up to age 6 with family incomes between 
133 percent and 185 perce,nt of poverty would be. 100 percent 
FederaUy financed. 

3) 	 As of 111/96, coverage for:chifdren borna,fter 1011l83u'p to 
age 19 (children ages14thro~ghJ8)' ~ithfamily:incQm;e's 
above AFDC but below. 1 00 percentpf poverty would be'100 
percent Federally finance~. 

4) , Coverage for children age 7 up .to age 19 with family incomes 
between, 100 percent and 185 percent of poverty would be 
100 percent Federa.lly financ,ed. 

5) 	 Coverage for children in 1"5 waiver states who are currently 
covered at various levels of income would be 100 percent 
Federally fioancedup to 185 percent of poverty. Individuals 
coverl!!d through the 1115 waiver above the 185 percent 
threshold would no longer b~ eligible for Federal finantilig;i.e.,. 	 . 

all Statewide waivers would be'terminated. 

6) 	 Children in st~tes that use more liberal eligibility rules- unde'r 
1902{r)(2) in families with incomes up to' 85 percent of 
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poverty would be covered at the levels indicated above. 
Children covered with family income above the 185 per.cent 
threshold would no longer be covered; Le., all 1902(r} changes 
would be terminated. 

1. 	 Eligibility In general, children up to age 19 who have not been covered by 
health insurance for at least six months (could bea year if dropping 
employer coverage is an issue) and who are in families with incomes up to 
240 percent of poverty would be eligible for a voucher toward insurance 
coverage. 

a. 	 Children in a family would not be eligible for this program if the 
children are eligible for coverage under an employer's plan where the 
employer offers to contribute at least 80 'percent (could make it a 
lower level if there would be an assumption that employers would 
reduce coverage for dependents; note nondiscrimination rulel) toward 
the cost of a single-parent or two-parent family policy. 

b. 	 To be eligible for the program, families would be required to enroll all . 
eligible dependent children. " . 

c. 	 Children who were covered under a state~s Medicaid program (cash Or 
noncash) as of December 1996 would not be required to meet the six 

~"...""","""". .. 
month previously-uninsured test.. 

2. 	 Amount of Subsidy" 

a~ 	 Eligible childre:!nin families with income up to 185 percent of poverty 
would receive a voucher for the full premium for. the appropriate 
children's policy (limited to'the lower of the weighted average 
community-rated premium or ·the reference premium in the'HCCA). 

b. 	 Eligible children in families with incom.es between 185 percent and 
240 percent of poverty would receive a voucher for a portion of the 
premium (calculated on a sliding scale, phasing out at 240 percent of 
poverty) for the appropriate children's policy (limited as in. a. above). 

3. 	 Use of subsidies Comrnunity·rated health plans would accept vouchers 
toward payment of coverage. , 

a. 	 Community·rated health plans would create two categories of 
. children's coverage: single child and multiple child .. 

http:incom.es
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b. 	 These categories would be tied to the premiums charged for two
parent family coverage. The National Board (or HCFA) would 
determine the average cost of insuring children and would express it 
as a national percentage for family coverage. For example, the single 
child policy might be one-third of the premium for the two-parent 
family policy and the multiple child policy might be one-half of the 
two-parent family premium. ' 

c. ,'Eligible children with a parent covered by a community':ratedor 
, experience-rated plan could use their voucher to be covered under the 
parent's policy. 

4.' 	 Nondiscrimination To protect the subsidy program from the incentives for 

employers to drop coverage (and/or contributions) for dependent children, 

nondiscrimination rules would apply to employer's decisions to offer 

coverage and the amount they contribute for dependent children. 

Nondiscrimination rules would apply by class of employee (Le. full-time or 

part-time). 


5. 	 Dual Eligibilit'l' For families that are eligible for a subsidy under the kids 
program and under the low income or unemployed voucher program: 

. ' 

a. 	 The family would receive the sum' of: the voucher amount for the kids 
and the applicable .low-income (or unemployed) voucher amount fQr , 
thefamHy. 

b. , The voucher for thelow inco~me voucher program would be calculated 
, using the poverty level based on the entire family, but the premium 

wou'ld be the applicable premium for the entire family 'minus the " 
premium applicable forthekids alone.' ' , 

I . . . 	 .' . 

, c. 	 A family may use the children''s voucher and the Ipw-income voucher' 
to purchase separate policies or combine their value toward one 
policy. 

.. 6. 	 Wrag.around Benefits Current Medicaid rules governing covered services 
and recipient eligibility, would be retained to cover services not otherwise 
provided under private health plans. 'Because Medicaid is a secondary payer 
when arecipient has private coverage, the program would provide coverage 
for supplemental services for low income groups currently entitled to . 
Medicaid. 
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C. 	 ADDITIONAL SUBSIDIES FOR PREGNANT WOMEN 

1996 

1. 	 Eligibility Medicaid coverage would be expanded as follows for the one-year 
period between 1/1/96 until 1/1197: 

a. 	 Pregnant women who are currently covered to 133 percent of 
poverty, with an option to 185 percent, would be covered up 185 
percent of poverty. ' 

b. 	 Pregnant women in 1115 waiver states who are currently covered to 
various degrees would be covered up to 185 percent of poverty. 
States that currently use 1902(r)(2) to cover pregnant women at 
higher income levels could continue to cover these persons, but with 
100 percent Federal financing only for those with income up to 185 
percen-t of poverty. 

2. 	 Coverage through Private Plans Similar to the OBRA 1990 provision, states 
are required to purchase group health insurance coverage for Medicaid 
beneficiaries,where cost effective as defined by the Secretary; In addition, 
state options include; , 

a) 	 Family option of employer Dian: A state may elect to enroll pregnant 
women in a family option within the option of the group health plans 
offered to thecareta,ker.' relative. ' ' 

b) Farriiiy optional state employee plan.: a state may elect to enroll 
,pr~gnant womellinaJ~inilyoption, ~ithinthe options ,of the group 
health. pl~f1,orphm~O:ffer¢dbythe state.to:state emploYEles. ' 

,." ..,."'; - : ..,'- l' ',: 

c) 	 Health ivlaintE:!nance~(i~ganizatioris: a state may elect to enroll 
pregnant wort.'en in~heaith"ri1aintenance organization in which fewer 
than half of thEpne,!,nb~rship areeligiple tore~ehie medic'al assistance 
benefits. Thisenrollmeni option is ii'l addition to 'any enrollment' 
option that a state might 'offer with respect to receivh1g services 
throughahealth mailltenance organization~ , 

, 	 " 

d) A ~taternay elect to' enroll pregnant women in a basic state health 
, plan offered by the state to Individuals in the state otherwise unable 

to obtain health insuranqecoverage. ' , 

, Medicaid 'Will pay for the full premiu~and the .full cost sharing a~ounts, but only 

for services currently covered by M~dicaid. ' , 
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Current Medicaid rules governing covered services and recipient eligibility would be 
retained to cover services not otherwise provided under private health plans. 
Because M~dicaid is a secondary payer when 8. recipient has private coverage, the 
program would provide coverage for supplemental services for low income groups 
currently entitled to Medicaid . 

. 3. . Financing The Federal government would provide the following Federal 
matching through Medicaid. 

a. 	 All current eligibility categories would continue to matched at the 
State's regular Medicaid matching rate (fMAP), except as noted 
below. 

1} 	 Coverage for pregnant women with family incomes between 
133 percent and1S5 percent of poverty would be 100 percent 
Federally financed •. 

2) 	 Coverage for pregnant women in 1115 waiver states who are 
currently covered at various levels of income would be 100 
percent Federally financed up· to 185 percent of poverty; 
Individuals covered through the 1115 waiver .abovethe 185 
percent threshold would no longer be eligible for Federal 
financing; i.e., all Statewide waivers would 'be terminated . 

.6) 	 Pregnant women in states that use more liberal eligibility rules 
under '90~r)T2finfammes with incomes up to 185 percent of 
poverty would be covered at the levelsind.icated above . 

. Individuals coveted with family income above the 185 percent 
threshold would nO longer be covered: i.e" all 1902(r) changes 
would be terminated. .. 

1997 

., . 	 Eligibility In generaL· pregnant women who have not been covered by health 
insurance for at least six months (eQuid be a year if dropping employer 
coverage is an issue) and who are in ·families with incomes up to 240 
percent of poverty would be eligible for avoucher toward insurance 
coverage. 

a. 	 Pregnant women would not be eligible for this subsidy if they have 
available an employer's plsn .where the employer offers to contribute 

. at least 80 percent (could make it a lower level if there \'IIould be an 
assumption that employius would reduce coverage for dependent$; 
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note nondiscrimination rule!} toward the cost of a policy covering the 
women. 

b. 	 Pregnant women who are covered under a state's Medicaid program 
(cash or noncash) as of December 1996 would not be required to 
meet the six-month previously uninsured criteria. 

c. 	 Eligibility would continue for three months after delivery. 

d. ,Pregnancy would not be treated as a pre-existing condition. 

Medicaid will pay for the full premium and the full cost sharing amounts, but 
only for services currently covered by Medicaid. 

Current Medicaid rules governing covered services and recipient eligibility 
would 	be retained to cover services not otherwise provided under private 
health 	plans~ Because Medicaid is a secondary 'payer when a recipient has 
private coverage, the program would provide coverage for supplemental 
services for low income groups currently entitled to Medicaid. 

2. 	 Amount of Subsidy 

a. 	 Eligible women in families with income up to 185 percent of poverty 
would receive a voucher for the full premium for a single policy 
(limited to the lower of the weighted average community-rated 
premium or the i'elefence premium in the HCCA.J 

, , 	 , 

b. " Eligible women in families with incomes between 185 percent and 
240, percent of poverty would receiv~a voucher for a portion of the 

, premium (calculated on a sliding scale, phasing out at 240 percent of 
, poverty) for the single policy (limited as ina. above). 

3. 	 Use of Subsidies Community-rated ,health plans would' accept vouchers 
toward payment for coverage. A pregnant woman could use the voucher 
toward the purchase of a single policy or toward the purchase of a couple, 
single-parent or two-parent policy, as appropriate. 

4~ Dual Eligibility, For.families that are eligible for a subsidy under the pregnant 
women program and under the low-income voucher or unemployed program: 

, , 

a. The family would receive the sum of: the voucher amount for the 
pregnant woman and the applicable low income (or unemployed) 
,voucher for the family. . 
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b. The voucher for the low-income program would be calculated using 
the poverty level based on the entire family. but the premium would 
be the applicable premium for the entire family minus the premium· 
applicable for the pregnant woman alone. 

c. A family may use the pregnant woman voucher and the . low-income 
voucher to purchase separate pOlicies or combine their values toward 
one policy. 

d. A family eligible for the low income (or unemployed), pregnant 
woman, and kids sLibsidy programs would be treated in the same way 
as described above, except that the applicable premium for the low
income, (or unemployed) voucher program would be the applicable 
premium for the entire family minus the premiums applicable for the . 
pregnant woman alone and the kids alone .. 

. The applicable premium for the low-income (or unemployed) voucher 
program could not be less than zero. 
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O. 	 SUBSIDIES FOR PEOPLE LEAVING WELFARE FOR WORK· 

1996 

1. 	 PoliCY To provide subsidies for people leaving welfare for work, the existing 

Medicaid transition benefit would be extended to cover eligible individuals 

for 24 months. 


2. 	 Duration of Coverage Current law allows for a simple 6-month extension, 

and then a more complex second 6·month extension. We recommend 

eliminating the second extension and lengthening the first by 18 months to 

create a single 24-month transition benefit. 


3. 	 Eligibility Currently, the two-phased extension terminates if the. family no 

longer has a dependent child. In the health reform context. family pOlicies 

are provided to various family configurations, not just to couples with 

dependent children. For this reason, as well as .to provide additional work 

incentives. we recommend striking the "termination for no dependent child" 

provision. 


In addition to those who have been off of welfare for work for one year, 
those who are in their second year off of welfare for work and who are 
currently uninsured would be eiigible for this program. . 

4. 	 Coverage through Private Plans Similar to the OBRA. 1990 provision, states 

are required to purchase group health insurance coverage for Medicaid 

beneficiaries where costefTec-tive -as defined by the Secretary. In addition, 

state options include: 


... a) . Family ootion of employer plan: A state may elect to enroll a caretaker· . 
.. relative and dependent children in a family option within the option of 
the group healthplans offered to thecareta,kerrelative. 

b) Family option of state employee plan: a state may elect to enroll the 
. ; caretaker relative and depencient children in a family option within the 

Options of the group health· plan or plan_s offered by the state to state 
employees. . 

c) 	 Health Maintenance Organizations: a. state may elect to enroll the 
caretaker relative and dependent chifdren in a health maintenance 

. o'rganization in which fewer than half of the membership are eligible to 
receive medical assistance benefits. This enrollment option is in 
addition to any enrollment option tha't a state might offer with respect 
to receiving se·rvices throughaheahh. maintenance organization; 
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d) 	 A state may elect to enroll the caretaker relative and dependent 
children in a basic state health plan offered'by the state to individuals 
in, the state otherwise unable to obtain health insurance coverage. 

Medicaid will pay for the full premium and the full cost sharing amounts, but 
'only for services currently covered by Medicaid. 

Current Medicaid rules governing covered services and recipient eligibility 
would be retained to cover services not' otherwise provided under private 
health plans. Because Medicaid is 8 secondary payer when a recipient has 
private coverage, the program would provide coverage for supplemental 
services for low income groups currently entitled to Medicaid. 

5. 	 Financing The, Federal government would cover '00 percent of the expense 
related to this expansion. 

, 1. 	 Eligibility Welfare recipients who return to' work would receive subsidized 
coverage for two years. ' 

2. 	 Amount of Subsidy Instead of receiving Medicaid coverage, welfare 
recipients returning to work would receive a full premium subsidy for the 
entire family (i.e. the family would receive a low-income voucher as if it had 
income below 75 percent of the poverty level), 

3. 	 Wrap-around Benefits CUrrenf MeHicaid rules governing·covered services' 
and recipient eligibility would be retained to cover servicesn'o~ otherwise ' 
provided under private health plans. Because'Medicaidis,a,secoridarypayer 
when a recipient has private coverage, the programwould'pi:ovide"cover~'ge 
for. supplemental services for low income groups currently entitled'to ......... . 
Medicaid'. . .. 
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MEMORANDUM e -=

TO: The President 


FROM: Senator Mitchell 


SUBJECT: Follow up on July 21 Health 


DATE: July 22. 1994 


During our meeting last night you asked for additional information about (1) why an 
employer mandate system costs more than·a system without a mandate, and (2) how a . 
system without a mandate could achieve 95 percent coverage. Outlined below is some 
further infonnation on these two issues. 

CosJs of a Mandate: 

A mandatory system is more expensive than a system without a mandate for a couple of 
reasons. 

First, since virtually all Americans would have health· care insurance under a mandatory· 
system, the federal government would be subsidizing more individuals and employers 
than it would under a non-mandate system. We hope, for example, that a system of 
targeted subsidies would expand coverage to about 9S percent of the population. While 
this represents a substantial increase over current levels, it would still be less than the 98 
or 99 percent coverage that would be achieved under a mandatory system. This extra 
three·or four percentage points represents 8'-10 million people, most of whom would be 
eligible for federal subsidies. Providing these subsidies under a mandatory system would 
increase federal costs substantially. For example, adding a mandate to one voluntary 
plan cUIrently Wlder review would increase the plan's ten year costs by $138 :billion. 

A second reason why a system 'With an employ~r mandate is more expensive relates to . 
the efficiency and generosity of employer subsidies typically available. in a mandatory 
system. Most mandatory proposals include subsidies for employers which would cap 
employers' premium payments at a certain percent of each worker's income. While 
these employer subsidies tend to target lower income workers, they are available to all 
.employers, including those currently offering .insurance to their lower .wage workers. 
Such a subsidy regime tends to be less efficient than employer subsidies under a· . 

.. voluntary system, which are usually limited to currently uninsured workers. 

·~Rm=-\ 

-.. 
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1fI-~ 95 Percent Coverage under a VoIuntivy System: 

The proposal which I am now considering includes additional targeted subsidy programs 
that should bring the percentage of the population with insurance up to at least 95 
percent. That legislation would include the following targeted subsidy programs: 

o 	 Low-income subsidies. for the general population that phase out between- a range " 
of 75 percent and 200 percent of poverty. This would include an outreach 
program whereby individuals presumptively eligible for full subsidies (those at less 
than 75 percent of poverty) would be signed up.for health insurance at the point 
of service. This subsidy is estimated to reduce the number of uninsured by about 
10-12 million people, raiSing the percentage of the population covered by. about 4
5 percent. 

o 	 The purchase of health insurance for AFDe recipients that find work would be 
fully subsidized for two years. Currently they are fully subsidized for one year. It 
is estimated that this would increase coverage by about 2 million people, raising 
the percentage of the population insured by a little less than 1 percent. 

o 	 The income of insUl'ed working indiViduals who become unemployed would be 
calculated by disregarding unemployment insurance income and 75 percent of 
their job income. This would make more unemployed individuals eligible for the 
lo~ income subsidies, thus increasing coverage. It is estimated that this would 
increase the number of insured by about 4 million people, raiSing the percentage 
of the population insured by a little less than 2 percent. 

o 	 The Riegle amendment to the. Finance-reported bill would be included to provide 
. higher subsidies to pregnant women and children. 	 It is estimated that this would 
increase the number of insured by about 4 million people, raising the percentage 
of the population inSUl'ed by about 2 percent. 

o 1\vo employment based subsidies \Vould be provided to encourage employers to 
, expand coverage. 	The first would provide employers of any size a subsidy on 

their share of the premi~ up to SO percent so that such premium does not' 
exceed 8 percent of an individual employee's wages. This would only be available 
for those employees not now covered, where health insurance is offered to all 
workers in the firm. The second program woUld be targeted to firms with under 
25 employees who do not now provide coverage. It would permit the employer to 
share. in botb the low income household subsidies and the 8 percent of wage 
employer subsidies wbere insurance coverage is offered to all employees. It is 
estimated that these programs together would increase the number()f insured by 
about 4 million people, raisii:tg the perCentage of the population ii'lsUred by 
somewhat less than 2 percent. 
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8--:: 	 In total these targeted subsidy programs would increase the number of insured by about 
25-27 million people, leaving about 13 to 15 million people uninsured. The percentage 
of the population with insurance would rise to about 95 percent. 

These numbers are consistent with the work of CBO on the Cooper bill. That legislation 
provides for a system of household subsidies that pay for the full cost of health insurance 
for families below poverty. The subsidies are phased out between 100 and 200 percent 
of poverty. CBO estimated that this would result in an increase in the percentage of the 
population with insurance from 85 percent to 91 percent. 

The Finance Committee reported bill includes the same subsidies, plus a program added 
in a Riegle amendment that provides more generous subsidies for the purchase of health 
insurance by pregnant women and children. Under this provision, full subsidies for this 
population would be provided up to 185 percent of poverty, phased out by 240 percent of 
poverty. Although CBO has not yet released .its analysis of the Finance bill, the Riegle 
provision should increase coverage by another 2 percent. That would mean the Finance 
Committee bill would increase the percentage of the population with insurance to 93 
percent. 
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TO: 	 HAROLD ICKES, DEPUTY CHIEF OF STAFF 
ALEXIS HERMAN, ASSISTANT TO THE PRESIDENT 
IRA MAGAZINER,- SENIOR ADVISOR TO THE PRESIDENT 
GREG LAWER, DIRECTOR OF THE DELIVERY ROOM 
JACK LEW, SPECIAL ASSISTANT TO THE PRESIDENT 

vCHRIS JENNINGS, SPECIAL ASSISTANT TO THE PRESIDENT 

FROM: 	 CAREN WILCOX 

DATE: 	 JULY 26, 1994 

RE: 	 NACDS 

I've attached the following ..-for your inform(ition.· 
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Activities Conducted to Support President Clinton's Health Care Reform Initiative 
By the Community Retail Pharmacy Health Care Reform· Coalition 

• The Community Retail Pharmacy Coalition. consisting of the National Association of 
Chain Drug Stores (NACDS) and the National Association of Retail Druggists (NARD) 
was one of the first groups to endorse the President's health care reform plan and has 
consistently been highly vocal and active in generating support among its members, its 
pharmacy customers and the elderly. 

• The Coalition is particularly supportive of the pharmacy-related provisions of the HSA, 
especially the Medicare Outpatient Drug Benefit. The Coalition's primary issue is the 
provision requiring drug manufacturers to give equal access to discounts for purchasers 
meeting the same terms and conditions established by the marrufacturer. 

• Currently, manufacrurers give significant discounts to preferred purchasers of 
prescription drugs (mail order pharmacy, HMOs, etc.). The cost of these discounts are 
shifted to retail consumers. Consequently, every consumer who purchases prescription 
products in a local pharmacy - including senior citizens - subsidizes the lower prices 
given to the preferred buyers. The President's proposal ends this practice by requiring 
that the discounts be offered to retail pharmacies if they meet the terms and conditions 
set by the manufacturer. The Coalition does not seek favorable treatment, only equitable 
treatment. All consumers -- especially senior citizens -- will benefit from this provision 
and costs to the federal government will be lower. 

• The Coalition took the lead in establishing the Small Business Coalition for Health Care 
Reform, which today consists of 29 national organizations representing more than 
625,000 small businesses employing more than 5.5 million Americans. The Small 
Business Coalition actively supports universal coverage with a shared responsibility 
between employer and employee, and actively counters the misinformation and opposition 
activities of the National Federation of Independent Business. Activities undertaken by 
the Small Business Coalition include letter writing campaigns, and an aggressive program 
of editorial board visits ana media interviews. 

• Additionally. the Community Retail Pharmacy Coalition has testified several times in 
support of the President's bill, and provided numerous sites for pro-Clinton health care 
reform rallies and events. 

• Leadership of NACDS also independently developed strong corporate support from other 
large corporations both within and outside of the retail chain drug store industry for the 
President's plan. 

• The Community Retail Pharmacy Coalition of NACDS and NARD have been a true 
supporter the White House could always count upon as a supporter of the President's 
health care reform objectives and continues to work for a successful conclusion. 



FUNDING 
SOURCE 

1995 1996 1995-1996 1997 

Tobacco 1.8 2.4 4.2 3.5 

Medicare 
revenue 
provisions 

0 1.9 1.9 3.1 

Medicare 
savings 

1. 4-1. 7 6.6-7.1 8 - 8.8 9.6
10.1 

Medicaid 
savings 

0 
, 

0 0 

TOTAL 3.2-3.5 10.9 - 11.4 14.1 - 14.9 



1996 	 Make sure the program is for previously uninsured 

children and pregnant women. 


1997 	 Two concerns: 

Not realistic to .have an employer mandate without 
some 	subsidies for low-wage large employers. Very 
large marginal "tax on' employers. 

-' 

, . 	 Not really fair to subsidize large employers ,and 
not smaller ones thqt are pffering coverage. 

An individual 'mandate for some, employees, without" 

, ' 	
universal coverage, doe~ not really work. For 
example, people that lose their jobwould,lose 
their subsidy, which is very strange. Also, we 
would subsidize the worker but not his or her 
spouse? ' 

'Suggest: ' Mandate all firms to cover, workers, as of 
1998. Employer sub$idies -in, 199'8. 

,No individual, mandate, until e:veryone is required to 
have coverage. No individual subsidies until universal' 

I 	 ' 
, coverage. 

2000 Suggest: Mandate arl individuals' 'to l1ave coverage in 
2000. -Provide individual subsidies. ' Mandate employers 

,to contribute toward fqmily' coverage. , 

, Cost Containment:, Suggest triggering premium caps for community 
rated marke~. Consider ~llowing large employers to join 
communi ty rated market, with 10-year demo~raphic adjustment.,' 

, , 

" J 
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,... , "CII(f4Ih OF H£AL.TM AND HUMAN ,t:Rv·,U 
...........o.O... o.C. JG"", 

June a, 1994 

The Honorable Albert Gore, Jr.:. 

President ot the aenate 

waahington, DC 20510 


Dtar M•• P;esldent. 

Enclosed tor considerAtion by the Congress i. a ~ratt bill 

"To mAke, chAngat in Medicare and Me~icaid datacollecHon 

requirententl.'" 


The dratt biH would pOlt-pone by, lS monthis the requirement 

tor .mployer. to collect health plan enrollment data tor the 


, Medicare and ModieaidCoveraqe Data !ank. The draft bill would 
a180 require Medica.e intermediaries~a~d carriers ,to collect and 
match data from t.heir private lines of business with Medicare 
data for the purpose ot car.:.ying out the Medicare 8econdary payer
'provisions, llndwould require usa to send questionnaire.
concerning privato health plan coverage to individualfl ahort.ly 
before their Medicare coverage be,ina. 

D911y1n9 tnt implementation of the data bank prov1a!ona ' 

wau1(1 a.llow 1.11 to work with ,CongresBand t.he, bUlin'al' communi t y 

to enauro that the data bank. mln1mi~81 the bu;:den ',on' employeri 

an,d, is cons1itent,wi.tllhealthc:arer.f~rl!l~ " ~-h~·ra-qu1tem.nt that 


'Mec1,ica:re in1:ermeaiariQc, ana, carr-iers. cOlle:i:::,t':{:~n~i~!,e9h~,pr~v~t~ , 
data ,with' ,M&d1care data wpuld prevent' the in~ppr~p~iat."pa:yment 
ot,Medi,earefund., would ,:-raducscontl,ic:t.of ,.1A~~te:it~ Pt!oble.ml, 
&nQ,wo\J,ld ,lessen., the;;orJtloa4forrec:c)ve,rie. :ti.hatu,ti.liz. mat.ches, 
with Soc1al,Secu~,itl' ana Inte.1:'nal,R~v.nt,l~ S,ervice 4.ta. The 
initia.ltinro llll\~nt" q~~:it1.9~l\a~i'e~Wo_u14~identifymany, ,lIeconaary' , 

'~:r=rt~!~~:;!~~~~~:!!~iri~~~t:::;~9t}~i~t;!',~ij~a~~.•""A.n~ ,.'wou14. also 

,", ' ;he ~8 mon'~hd.i~y'in: c~li~~ii~~"~~~i~hpian enrollment data 
woul,f'relult. in, an increaleof :$348' inl1l1on in, entitlement ' 

.pending.,over ~1Ical'yea±.:,l9.95.throu9b,.J9~9) but :t.J:ii. increase 

would be'o(faet: by,eaVirig':',:Of. $350, ml~1~1:~,~n>t9r' the "jame pedod 

rel!lultingfrom::ineermediary 4n<1- ear:rier':datacolleetion and • 

mat:ch1n~ /':produci'ng :~',:~et;.fiv,".::y:!~r<is~y~rj'q,~:·Qf. ~2 .million. 


Tn~'~~ovisions of 'th.dr"i~'biliiie'delcrib.d,in detail in 
,the encloaeds,ection-by-s9ction .ununary. . 

We urge the congreGato ~ive the ,draft bill ita prompt and 
, h.vorable consideration. 

." .,,", .~ " .~ :': .,. h, ~ 
': ". , . 

, , ' 
, 

i ' 
"', .' ~ 

http:Pt!oble.ml
http:raducscontl,ic:t.of
http:h~�ra-qu1tem.nt
http:ahort.ly
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paqe 2 - The Honorable Albert Gore, Jr. 

We axe advised by the Oftice ot Manaqament and Budget that 
enactment of the draft bill would be in accQrd with the pr~9ram 
of thePra.id.n~. 
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SUMMARY 01 PROPOSED MEDICARE AND MEDICAID 

DATA COLLECTION AMENOMENTS or 19'4 


section 1 uliqns t.he draft bill tht .short title "!1sQlcAre 
&I"ld Medicaid Data Collection AmandlUent. of 1994". 

Sact.ion ~ postpone. by 18 months therequiremant tor 
employers to collec;t data for the Medicare and Medicaid Coverage 

. Data Sank. 

Stetion J requires Medicare interme~1ar1e$ anQ carriers to 
collact and maintain data (as maY' b. 'pecifiQd. by the Secretary) 
trom their private lin.& ot business, and match those data with 
Medicare dat.a, for the purpose of carrying out the Medicare 
secondary payer provisions. . 

Section 4 requires the Secrotary to sand a que8t.ionna~ra 

concerning private health plan coveraq•. to individual. at le••t 

two months betore they become entitled. to Medicare HOlpital

InsurAnce (HI) benefits (or at the time Of applicat10n tor 

Medicare benerits by individUAls not entitled to HI coverage) • 


. .~ 
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A a ILL 

To make changes in Med.icare and. Medicaid. aa.til collection 

requir.mant••. 

$. it ,nastidby ~h. SIDlto end Hoyse of RepreSlntatiYes Qr 
~he united states gf Am!r1~J in Congress o§semb1,d, 

SECTION 1. SHO~T TITLE ANDR!FERENCES IN ACT. 

Ca) $hort Title. -:--Thb Act may b. oit.d as th,e "Medicar. anI! 

M8cU,ca1d Data collection Amendments cf 199. It. 

(b) Reference. in Act.·-Th. amendments in this Act app~Y' to 

the Social security Act. 

SEC. 2. DELAY IN IMPLEMENTATION Of MEDICARE AND MEDICAID COVERAGE 

DATA BANK. 


S.ction ll44(o) (1) (A) io am.ndad-

(1) by striking "1994 11 AnI! insertinq "1PP6 1t , .n4 
. 

, . 
,. 

(2) by inserting- "forth. dx mcnth pericl!bQ9'inning on 

July 1. 199' andu .ft.~ "paragraph (,)n, 


SEC. 3. DATA MAT,CHING BY INTERH!DIAlUlS AND CAMIEas. 


(a) In. Genaral. --The last santanoe otaeetion 1816 (e) (1) and 

'the lact santane. of sect ton 1842 (b) (2) CA) are eacn amend.ed-

. (1) by str1kinqninay net" and. in~uarting IIshall", and 

'(2~ byatr1king "mAtoh data obtainal! other than in i1;,. 

activities ~nder'thi.:p4rt vith data \i.el! in, the 

administraticn ot this part" and inserting "ccll.ct anI! 

mainta1n data (as may gespacifi.d by the Secretary) related 

to its activities (or theaetivltiea ot any other entity 
. , 

undar ~or.imo.n ':o\oln.r·shlp or' control) other, than1ts act.lv~t1es 
'i 

http:amend.ed
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under this part, and m~tch those data with data usad in the 

adlninhtraUon of this part, If. 

(b)· 'rechnical A:l!lendment. --The last sent.enoe of seotion" 

1816(c.) (1) an<1 the lut sentence ot eection 1842(b) (2) (A) are 

each further amem1.d by striking- "1871" and inserting "1874". 

CC) EftectiveOate.--'l'he amendments mad. by subsection (a) 

apply to aqreements and contracts, entered into or ren.wed after 

30 days atttr thCl date ot enactm&nt ot this Act. 

SEC. 4. MEDICARE INITIAL ENROLLMENT QUESTIONN~IR!g. 

(a) In General.~-S~etion 1862(b) (5) 11 amended by add1n9 at 

the .nd the following' 

"(0) Obtaining inforTnation from b.n.Uciarit.,. -:-At 

least two month& betore an individual will become , 

entitled (upon application) to benefits under part A 

(or when the secretary 1s first 1nfQrme~ of that 

entitlement, if later), or at the'time an individual· 

. applies tor enrollment under part 8 (or applie. under 

seotion 1818 for enrollment under part Al, tho 

. S.~r.tery ,hell provide the individual a que.tionnaire 

to obtain information on Yheth.~ the individual i. 

covare~ und.r e primary plan and on the natura ot that 

co,(eraqa ~ "•. 

(h) Eff'ec:tive D3.ta.-..ThaaJll8ndment lIIade by subsection <al 

applies to' entitl_JIIents'under part ~ot title XV!!! of tho Soola1 

Security Act that b09in atter, and to enrollMontounder that 

titl. that oc~ur atter, 199~. 
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July 25, 1994 

,;... , ,THealth DivisionT 
Office of Management and Budget 
Executive Office of the President 

Washington, DC 20503 

Decision needed Route to: . Nancy-Ann Min 
Please sign Chris Jennings ~ Per your request ' 

Barry Clendenin \)( Please comment 
For your information 

Subject: HCFA Additional Medicare Savings 
With informational copies for: Proposals of July 24 

L. Nichols, HFB/HD Chrons 

From: 	 John ruchardsoni· 

We have prepared three tables (attached) that show the effects of HCFA's July 24th 
proposed additions to the Senate'Medicare savings.package. As with HCFA's July 
21st "$25, billion.additional' savings" packages, the new alternatives put almost all of 
the additional savings after FY 2000. If our proposed additions (high-cost medical 
staffs and full lab coinsurance) are not included, none of the three packages will 
raise the FY 1995-2000 total to $80 billion -- Option D1 is closest at $79.7 billion . 

.' 

Option D is Building Block. HCFA's packages are proposed as additions to Option D. 
HCFA proposes three versions of further hospit,al market basket update reductions: 

Option D1: 	 MB minus 2% (FY 1998-2004) for urban hospitals 

MB minus 1% (FY 1998-2004) for rural hospitals 


Option D2: 	 MB minus 2lyo (FY 1999-2004) for urban hospitals 

MB minus 1% (FY 1999-2004) for rural hospitals 


Option D3: 	 MB minus 2% (FY 2001-2004) for all hospitals 

MB minus 2% (FY 2000) for urban hospitals only 


. Because of these specifications, most of the savings in these proposals come from 
reductions in payments to urban hospitals. 

Note: The first page of the attached tables is unchanged since Friday -- it should 
serve as page 1 for all three additional packages: 

Attachments 
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7125/94 12:52OPTION D - Page 1 MEDICARE OPTION - SAVINGS AND COSTS 
Estimated CBO scoring 

All ,estimates are preliminary and unofficial 
($ millions, by FY) 

ji:: 5-yrTotal 6-yrTotal 10-yrTotal 
PROVISION 1995 . 1996 1997 1998 1999 2000 2001 2002 2003 2004U 1995-1999 1995-2000 1995-2004 
PART A - SavingslReceipts 'I'· 

Hospital Update at MB-l.0 (1997-2000) 0 0 -277 -1,005 -1,918 -2,986 -3,318 -3,798 -4,158 -4,554 Iii -3,200 '-6,186 -22,014 
DO NOT Reduce Indirect Med. Educ. Payments 0 0 0 0 0 0 0 0 0 O~:~~ 0 " ':0 0 
Reduce Payments for Hospital Capital 0 -808 -977 -1,216 -1,598 -2,097 -2,163 -2,449 -2,651 -2 872:::~ -4,599 :6,696 -16,831 
Phase Down DSH (20% reduction) 0 -112 -370 -1,006 -1,097 -1,196 -1,304 -1,422 -1,551 -2,58~ ~3,781 -9,750 
Cash Lag During GME Funds Transfer 0 -61 -92 -191 -264 -336 -414 -499 -591 -608 -944 -3,139-1~~1 
Extend OBRA93 SNFUpdate Freeze 0 :-63 -150 -188 -204 -218 -233 -249 -266 . -605 -823 -1,855 
Prohibit PPS Exemptions for New LTC Hosp -20 -40 -70 -100 -130 -170 -220 -270 -320 -360 -530 -1,710-~~~:~,!:
Part A Interactions O· 0 26 134 228 336 408 449 495 388 724 2,649 
Extend HI Tax to All State/Local Employees 0 -1,595 -1,590 -1,485 -1,470 -1,360 -1,340 -1,205 -1,055 -6,140 -7,500 -12,000 
P ART A - Costs 
Medicare Dependent Hospitals (ends FY99) 40 50 50 10 0 0 0 0 200 200 200-~I
Rural Transition Grants (authorization; non-add) 30 30 30 0 0 0 0 150 150 150 

Part A Sub-total'. -3,450 -5,007 -6,443 -8,027 -8,584 -9,443 -10,097 -10,790 ::::: ·17,509 -25,536 -64,450 

PART B - SavingslReceipts 
Use Real GDP in MVPS for Physician Services 0 0 ·258 ·803 -1,606 -2,477 -3,305 -4,206 -5,301 -2,667 -5(144 -24,545 
Set Cumulative Growth Targets for Phys Svcs 0 0 75 -1,725 -2,325 -1,500 -1,625 -1,850 -1,975 -2,200~~ -3,975 -5,475 ~13,125 
Cut 1995 Physician Update (-3%; PC exempt) -252 -:416 -458 -499 . -540 -583 -629 -680 ~735 -794;jl -2,165 -2,748 -5,586 
Eliminate Formula Driven Overpayment -480 -1,012 -1,333 -1,760 -2,346 -3,181 -4,224 -5,480 -7,057 -6,931 -10,l~2 -35,959 

~~91 
-9~~~11Competitive Bidding for Lab Services -47 -236 -266 -298 -333 -373 -419 -471 -531 -1,1$0 -1,553 -3,573 

Competitive Bidding for Oxygen/MRI/CT -31 -155 -172 -189 -206 -224 -244 -267 .-292 -319:§~ -753 -977 -2,099::::: 

. 	Lab Coinsurance (MD+OPD)' -411 -687 -761 -866 -970 -1,086 -1,219 -1,358 -1,545 -1,744::::: -3,695 -4,781 -10,647 
Prohibit Certain Physician Self-Referrals 0 0 0 0 0 0 0 0 0 0 0 0O~~L 
Resource-Based Practice Expenses for Physicians 0 0 0 0 0 0 0 O· 0 O:::~ 0 0 0 

:ll 
Extend Part B Premium at 25% of Costs (net) 0 542 1,432 2,116 1,504 154 -1,368 -3,267 -5,589 -7,230:l~ 5,594 5,748 -11,706 
Income-Related Part B Premium 0 -to ~1,730 -1,2~0 -1,660 -2,OtO -2,470 -3,030 -3,700 . -4,520\i -4,630 -6,640 -20,360 

PART B - Costs 
Incentives for Physicians forPrimary Care 0 0 0 0 0 0 0 0 0 0 0 0 
Prohibition on Balance Billing 0 118 195 213 230 248 268 289 312 756 1,004 2,210 
Payments to Eye/Ear Specialty Hospitals 2 3 3 0 0 0 0 0 0 8 8 8 

ol~ 
::1Payments for MD Assistants/Nurse Practitioners 0 0 100 170 210 250 310 380 470 480 ' 730 2,470 

Part B Sub-total -1,219 -1,853 -3,173 . -4,871 -8,042 -10,782 -14,925 -19,940 -25,943 -32,164~~ -19,158 -29,940 -122,912 
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7/25/94 12:49 

MEDICARE OPTION - SAVINGS AND COSTS, 
Estimated CBO scoring 


All estimates are preliminary and unofficial 

($ millions, by FY) 


:1 5-yrTotal 6-yr Total 10-yr Total 

PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 2003 199,5-2000 1995-20042004 Ili.[ 1995-1999 
PARTS A and B - Savings 
10% Copayment for Home Health Services -104 -1,156 -1,375 -1,550 -1,674 -1,815 -1,969 -2,136 -2,317 -2,513:? -5,859 ~7,674 -16,609 

-Home Health Copay - no 30 day window -52 -578 ~88 -775 -837 -908 -985 -1,068 -1,159 -1,257:} -2,930 ;},838 -8,307 
Extend OBRA93 Medicare Secondary Payer 0 0 0 0 -1,219 -1,788 -1,906 -2,131 -2,163 -2,303}: -1,219 -3,007 -11,510 

HMO Payment Improvements -30 -90 '-165 -250 -350 -400 -440 -490 -540 -595:1 -885 -1,285 -3,350 
-669 -732 -800 -876 -956 -1049:1 -1512 -2,244Reduce Routine Cost Limits for HHAs 0 0 -292 -551 ,..... , -5,925 

Expand Centers of Excellence 0 -100 -110 -90 -80 -60 -30 -10 0 . -380 -440 -480 

PARTS A and B - Costs °llill 
Repeal Medicare/Medicaid Data Bank 57 154 347 388 946 946 946 

Parts A and B Sub-total -129 -1,770 -2,283 -2,828 -4,829 -5,703 -6,130 -6,711 . -7,135 -11,839 -17,542 -45,235-7,7~;1 
HCFA frol2osed Ch;lnges (7/21/94}: 


Lower MSP threshold from 100 to 20 employees O. 0 0 -176 -236 -303 -342 -266 -392 -420f, -412 -715 -2,135 


Extend ESRD Secondary Payer to 24 Months 0 -84 -119. -127 -140 -154 -169 -186 -205 -470 . -624 -1,409 
Cut 1995 Phys Fee Update add'l-l%; incl. PC -100 . -225 -240 -250 -240 -250 -250 -250 -255 -1,055 -1,305 -2,315 

Increase DSH Phase-down from 20% to 33% 0 -74 -246 -669 -730 -795 -867 -946 -1,038 -1,719 -2,514 '-6,490-t::Ei
HI Interaction 0 2 7 20 22 24 26 28 31 51 75 194 
Correct MVPS Upward Bias (eH. FY95 MVPS) O· 0 -20 -210 -910 -1,880 -2,770 -3,600 -4,490 8 -1,140 . -3,020 -19,360 

-5,4 °lilll 
TOTAL·with HCFA 7121 Changes . -1,428 -6,633 '-9,599 "12,393 -19(223 -26,370 -32,386. -39,464 -47,549 -55,942 ~~~~~ -49,276 -75,646 -250,987 

l~l~j 
Possible Additions to Reach Savings Targets .. 

Reduce Payments to High-Cost Medical Staffs 0 '0 0 -524 -804 -763 -820 -937 -971 -~5211~1' -1,328 ~2,091 -5,771 

Coinsurance for Independent Lab Services* -273 -458 . -527 -578 -646 -724 -812 -926 -1,030 -1,162:1 -2,482 -3,206 -7,136 
. ;:;:: 

TOTAL with All Additions as 0/7121 -1,701 -7,091 -10~126 -13,495 -20,673 -27,8'37 -34,018 -41,327 -49,550 -58,056 iiiii -53,086 -80,943 -263,894 

*These proposals could be combined into one lab coinsurance proposal, as iIi the HSA and SFC Chairman's 
Mark. If not combined, savings from MD+OPD provision by itself could be substantially reduced (up to 50%). 

Opti~n Dl: ~~~:: 5-yr Total 6-yr Tot;al 10-yr Total 

HCFA Prol2osed Additions (7/24/94): 1995 1996 1997 1998 1999 2000 2001 2002 2003 20041~ 1995-1999 1995-2000 1995-2004 

URBAN Hospital Update at MB-2.0 (1998-2004) 0 0 0 -583 -1,335 -2,226 -4,124 -6,608 -9,302 -1,918 -4,144 "36,629 
RURAL Hospital Update at MB-l.O (1998-2004) 0 0 0 0 0 0 -123 -281 -463 0 0 -1,544 

Part A Interactions 0 0 0 17 40 67 127 207 293 57 124 1,14!j 

Sub-total, 7/24 HCFA Additions 0 0 0 ~566 -1,295 -2,159 -4,120 -6,682 -9,472 -1,861 -4,020 -37,028:::EI 
~:~:~ 

TOTAL with HCFA 7124 additions -1,701 -7,091 -10,126 -14,061 -21,968 -30,016 -38,138 -48,009 -59,022 -70,790:1 -54,947 -84,963 -300,922 

If 



Option D2: il:!5-yrTotal 6-yrTotal 10-yrTotal 

HCFA ProI!osed Additions {7/24194}: 1995 1996 1997 1998 1999 ' 2000 200i 2002 2003 2004!j!j!1995-1999, 1995-2000, 1995-2004, 
URBAN Hospital Update'at MB-2.0 (1999-2004) ,0 0 0 -667 -1,484 -3,300 -5,664 -8,268 -11,319 ~:~~~ -667 -30,702 
RURAL Hospital Update at MB-l.O (1999-2004) 0 0 0 0 0 0 -123 -281 -463 -677m! ' 0 0 -1,544 
Part A Interactions 0 0 0 0 20 45 103 178 262 360] 20 65 968 

Sub-rotal, 7/24 HCFA Additions , 0 0 0 0 -647 -1,439 -3,320 -5,767 -8,469 -11,636iji] -647 -2,086 "31,278 ' ] , 

ITOTAL wit11 HCFA 7124 additions -1,701. -7,091 '-10,126 -13,495 -21,320 -29,296 -3~-47,094' -58,019 -69,692jlj -53,733 -83,oi9 ~295,1'7~ 
;~~jj 
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MEDICARE OPTION - SAVINGS AND COSTS 
Estimated CBO scoring 


All estimates are preliminary and unofficial 

($ millions, by FY) 


t: 5-yrTotal 6-yrTotal 10-yrTotal 

PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 :' 2003 2004"11_ 1995-1999 199,,?-2000 1995-2004 

PARTS A and B - Savings ' .. 

10%Copayment for Home Health Services -104 -1,156 -1,375 -1,550 -1,674 -1,815 . ~1,969 -2,136 . -2,317 -2,513 :m:. -5,859 . ',7,674 -16,609 

HomeHealth Copay -no 30 day window -52 . -578 -688 -775 -837 -908 -985 -1,068 -1,159 -1,257::::: -2,930 ~3,838 -8,307 

ExtendOBRA93 Medicare Secondary Payer 0 0 0 0 -1~219 -1,788 -1,906 -2,131 . -2,163 -2,303:t -1,219 -3,007 -11,510 

HMO Payment Improvements . -30 -90 -165 -250 -350 -400 -440 -490 c540 -885 -1,285 -3,350 

Reduce Routine Cos~ Limits for HHAs 0 0 -292 ·-551 -669 ~732 -800 -876 -956 -1,512 . -2,244 . -5,925 
-l~~iExpand Centers of Excellence. 0 -100 -110 -90 -80 . -60 -30 -10 0 -380 -440 -480 

PARTS A a:nd B - Costs 


, " " 

Repeal Medicare/Medicaid Data Bank . 57 . 154· 347 388 --:f 946 946 946 

Parts A and B Sub-total -129 . -1,770 . -2,283 -2,828 -4~29 -5,703 -6,130 . -6,711 -7,135 -11,839 -17,542. -45,235
-7.7171 

HCFA Proj:!osed Changes {7/21194}: 
· Lower MSP threshold from 100 to 20 employees 0 0 ·0 -176 -236 .-303 -342 -266 -392 -412 -715 -2,135 
· Extend ESRD secondary Payer to 24 Months . .·..0 -84 -119 -127 -140 '-.154 -169 :186 -205. ~~~~ilili -470 -624 -1,469.:.:.: 

Ctit 1995 Phys Fee Update add'l-l%; incL PC -100. -225 -240 -250 -240 -250 -250 -250 -255 -255:t -1,055 -q05 '-2,315 

Increase DSH Phase-down from 20% to 33% 0 -74 .~. . -246 -669 -730 -795 -867 -946 ·~1,038. -1,719 -2,514 -6,490 


5:
HI Interaction 0 2 7 20 .,22 '24 . 26· 28 31 ~1'1;!11:11 51 75 '.' '194 

CorrectMVPS Upward Bias (eff. FY95 MVPS) . .0 0 -20 -210 -91() -1~80 -2,770 ~3,600 -4,490 -1,140 -3,020 -19,360 


TOTAL with iICFA 7/21 Changes ·-1,428 -6,633 -9,599 -12,393 ,19,223 -26,370 -32,386 -39,464 -47,549 ~49,276 -75,646 -250,987-~::::: ilili 

Possible Additions to Reach Savings Targets 

Reduce Payments to High-Cost Medical Staffs 0 0 0 -524 -804 -763 -820 -937 -971 -1,328· -2,091 -5)71 

CoirtsuranC:e for Independent Lab Services* -273 -458 -527 -578 -646 -724 -812 -926 -1,030 -2,482 -3,206 . -7,136 
-1:;~1 
'fOTAL with All Additions as of 7/21 -1,701 -7,091 -10,126 -13,495 -20,673 -27,857 -34,018 -41,327 -49,550 -58,056:1 -53,086 -80,943 -263,894 

*These proposals could be combined into one lab 'coinsurance proposal, as in the. HSA and SFC Chairman's 

Mark. If not combined, savings from MD+OPD provision by itself could be substantially reduced (up to 50%). 


Option D3: . ::::: 5-yr Total 6-yr To"tal 10-yrTotal 
' ',' 

· HCFA Proposed Additions (7i24(94): 1995 1996 1997 1998 1999 2000 2001 2002 200~ 2004:1 1995-1999 1995-2000 1995-2004
'.:.' 

Hospital Update at.MB-2.0 (2001-2004) 0 0 O' 0 0 -1,896 -4,340 -7,128 0 0 ,;:; -23,772 

URBAN Hospital Update at MB-2.0 (2000) 0 0 0 0 0 -742 -825 -944 -1,034 0 -742 -4,677 

Part A Interactions 0 0 0 0 0 22 82 159 . 245 0 22 854 


Sub-total, 7/24 HCFA Additions o· 0 0 0 0 -720 -2,639 -5,125 -7,917 0 -720 -27,595 


o . 
-1::EI 
-11,

194 Ii:l: 
1TOTAL with HCFA 7124 additions -1,701 -7,091 -10,126' -13,495 -20,673 -28,577 -36,657 -46,452 -57,467 -69,250)::: ·'"53,086 -81,663 -291,4891 



COMMENTS REGARDING CBOQUESTIONS (7/24/94) 


1. 	 Subsidies are not really a fixed percentage of the average 
premium. They are a fixed percentage of the applicable 
premium for plan chosen by the individual (up to the fixed 
percentage of the average community-rated premium for the 
HCCA) • 

2. 	 Prior to the mandate, the self-employed would be treated 
like non-workers. 

After the mandate: [to be determined] 

3. 	 Prior to the mandate, dual earners can choose coverage 
through either employer. The non-enrolling employer pays 
nothing. Alternatively, dual earners can spIlt coverage 
between the two employers. In other words, status quo. 

Suggestion for after the mandate: 

• 	 Dual earner families enroll as a unit with either 
employer. 

• 	 The enrolling employer pays at least 50% of the premium 
for the family. 

• 	 A non-enrolling employer pays 50% of the appropriate 
policy based on the reference premium for the HCCA. 
Payments from non-enrolling employers are converted 
into "dual earner credits" separately for couples and 
for single-parent/two-parent families. 

• 	 Any entity (an employer or a non-worker) paying an 
employer share of a family (or couple) policy receives 
the "dual earner credit." 

• 	 Employer subsidies are calcuated on the net premium 
obligation (i.e., after the "dual earner credit"). For 
an employer receiving a subsidy on behalf of a worker, 
the government in effect receives the "dual earner 
credit." 

4. 	 Cost sharirig subsidies cannot work quite like the HSA 
because of employer choice. 

Possible structure: 

For people who are un~er 150% of poverty and are not 
receiving AFDC: 

• 	 People who are working for community-rated 
employers: 

No cost sharing subsidy is available if the 



person could enroll in a lower or combinaion 
cost 	sharing plan with a premium at or below 
the weighted average pr~mium of the HIPC 
offered by the employer through which they 
enroll. 

Otherwise, the person may enroll in a higher 
cost sharing plan and have their cost sharing 
reduced to the lower cost sharing level. 

o 	 People who enroll in a plan through an experience
'rated 	employer are not eligible for cost sharing 
subsidies (unless there is no lower or combination 
cost-sharing plan in the area (i.e., their 
employer has to offer a lower and/or combination 
cost-sharing ,plan if one is available). 

• 	 People who are not working: 

No cost sharing subsidy is available if the 
person could enroll in a'lower or combinaion 
cost 	sharing plan with a premium at or below 
the weighted average premium for community
rated plans in the HCCA. 

Otherwise, the person may enroll in a higher 
cost sharing plan and have their cost sharing 
reduced to the lower cost sharing level. 

People who are AFDCrecipients: 

o 	 To be eligible for a cost-sharing reduction, an 
AFDC recipient must enroll in a lower or 
combinaion cost sharing plan with a premium at or 
below the weighted average premium for community
rated plans in the HCCA if one is available. 

oIf no such plan is available, the AFDC recipient 
would be eligible for a cost-sharing reduction in 
a higher cost sharing plan. ' 

• 	 An AFDC recipient th~t is eligible for cost
sharing reduction would have their cost sharing 
reduced to 20% of the lower cost sharing level. 

5. 	 Suggestion from BR: Leave employer subsidies uncapped for 
now. 

6. 	 An employer who does not now offer coverage at all should be 
able to claim subsidies. 

7. 	 Employer subsidies should not depend on coverage available 
through a spouse. 



8. 	 Employer subsidies available for expansion within a class 
(class is full-time or part-time). Test of coverage is 
$500, not what type of coverage is-offered. To get a 
subsidy, employer has to offer to pay for employee and 
dependents. 

9. 	 Class of worker is just full-time or part-time. 

10. 	 Self-employed treated-like non-workers and would not be 
eligible for employer subsidy. A sole proprietor with a 
minimum number of employees (suggest: three) that reports a 
specified minimum amount of wages paid would be eligible for 
the subsidy. 

11. 	 Employer subsidy would not be available to employee leasing 
firms. 

12. 	 [We need to check what numbers reflect for employer 
subsidies for state and locals] Suggestion from BR: Do not 
give subsidies to them. 

13. 	 Confirmed with BR: Want to use finance-type 
nondiscrimination rules. 

14. 	 Plan can do pure community rating or use standard age 
factors, but nothing in between. 

15. 	 Assumption: HIPCs can negotiate lower rates, but the lower 
rate become a plan's community rate. 

16. 	 The internal risk adjustment system takes into account the 
payments from the cross-pool (i.e., XR) risk adjustment. 
The cross-pool risk adjustment is essentially a per capita 
assessment. Why is this hard? 

17. 	 XR to CR risk adjustment is just for the higher expected 
health care expenditures, not administrative costs. 


