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CHRIS: 

Lisa Nolan wanted the following info: 

When the mandate comes in (here assuming 2000), how many would 
recei~e co~erage due to the employer mandate provisions and how 
many would receive co~erage under the indi~idual mandate 
provisions? 

Answer: About 80% of the under 65 population through the ER mandate 
(about 185 million) and the remained (about 52 million) would be 
covered through the individual mandate (nonworkers I remaining 
uninsured in firms under 25). 

Len also has this info---may want to check· to see if he agrees. 

OPT1ON~ FORM 98\7-90) 
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Add to Presumptive Eligibil-ity Section: 

Under. lb. 

* upon completion of the application, the applicant, and family 
(here limited to.those eligible for a 100% (full) premium subsidy) 
would be eligible for insurance (they.would, select one 
immediately). Pre-exi~ting condition limits on those eligible for 
a 100% premium' subsidy wpuld be W'aiv,ed .. Any ,costs of the waiver 
would be allocated to all community rated plans through the risk 
adjuster. . 

----~--------------:---
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Add to Presumptive Eligibility Section: 

under lb. 

* Upon completion of the application, the applicant and family
(here limited to those eligible for a 10.0% (full) premiUm subsidy) 
would. be eligible for insurance (they would. select one 
immediately). Pre-existing condition limits on those eligible for 
a 100% premium subsidy would be waived.·Any costs of the waiver 
would be allocated to all community rated plans through the risk 
adjuster. . . 

OPTIONAL FORM 99 (7-901 .. 
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f-) 'Tbe$e are ail in relation to the 50% errJPlover mandate bigger irl 2<lOO. 


Households already !\ave an 8% cap on their 50% Share. 
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TRIGGERED AFFORDABILITY TARGETS 

AFFORDABILITY TARGET TRIGGER FOR COMMUNITY-RATED PlANS 

• 	 Premium constraints related to affordability targets would be triggered for community
rated health plans in a state (rllternative: HCCA) if conditions related to affordability 
were not met: 

II> 	 For an area where employers are not required to contribute towards 
coverage: Constraints would be triggered if less than 35% of those eligible to 
enroll in a community-rated health plan are able to enroll in a plan with a 
premium at or below the reference premium for the area. 

For an area where employers are required to contribute towards coverage: 
Constraints would be triggered if people generally cannot obtain coverage for 
X% or less of their income for their 50% share of the premium. 

The relevant .federal agency could develop proxy measures to determine whether the 
above conditions were met. . 

• 	 The first year in which affordability targets would be triggered would be 2000, based 
on measurement of affordability for 1999. 

• 	 Prior to 2000, a Commission would report each year on the affordability of coverage 
for families and employers and on the success of market incentives in achieving cost 
containment. If the Commission finds that coverage is unaffordable or that cost 
containment efforts are unsuccessful, it would be required to make recommendations 
for improvements. 

AFFORDABILITY TARGETS FOR COMMUNITY-RATED PlANS 

• 	 If affordability targets are triggered in an HCCA, the targets would be established as 
follows: 

II> 	 The target in the first year after the trigger would be based on the actual 
weighted average premiums in the HCCA in the previous three years (inflated 
forward at the target growth rates for the reference premium). 

After the first year, the target would rise at wage growth plus one percentage 
point each year (Alternative: wage growth) until the target reaches the 
reference premium for the HCCA. After that, the target would rise at the same 
rate as the reference premium. (Alternative: The reference premium could 
increase based on wage growth also.) 

• 	 Application of affordability targets would be similar to the Senate labor Bill 
(including use of a state-established fee schedule for fee-for-service plans). 



COST CONTAINMENT FOR EXPERIENCE-RATED PlANS 

OYrION 1: 

Experience-:-rated plans operating in an area where affordability targets have been 
triggered would have access to the fee schedule used for the affordability targets for 
community-rated plans. Providers would not be permitted to balance bill if paid on 
the basis of the fee schedule. 

OYrION 2: 

• 	 Experience-rated plans operating in an area where affordability targets have 
been triggered would have access to the fee schedule used for the affordability 
targets for community-rated plans, as in OPTION 1. Providers would not be 
permitted to balance bill if paid on the basis of the fee schedule. 

• 	 One year following when affordability targets are triggered in an area, an 
experience-rated employer could choose to purchase coverage from 
community-rated plans in that area. 

... 	 The experience-rated employer would pay demographically-adjusted 
premiums to the community-rated plans .. Plans would be required to 
offer coverage to any experience-rated employer making this election. 

An- experience-rated employer electing to purchase from community
rated plans would be required to make· such an election in all areas 
where the employer operates and affordability targets are triggered. 

... 	 An employer could make the election to purchase from community
rated plans any time after one year following when affordability targets 
are triggered, but the election is permanent. 

July 28. 1994 
1:44 pm 
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$115,000 with a subsidy for the emplciyefs share of the 'premi~mis about $2 billion(recall 
that this decomposition is for people with current retiree health insurance only; this is only, 

'40 percent ofthe retired population). Finally, the fan1Uy share of the premhirnsplus 
payments made by self-employed re~irees isthe remaining $3 billion.' " ' 

'/ 

Change in Payments for Early Retirees with Health Insurance 
'if Program Were Fully In Place in 1994 (Dollars in Billions), 

CURRENT PAYMENTS . :$~6-
Employer $13 

(,. , 
$8Pnvate 

,. Federal and'State/Local' $5 

Employee $3 
, , 

,
REFORM 

' ' 

/ 

$6 
Worker Premium, and Elimination ofUncompensated Care Cost·Shift 
Redustion inPaymerits due to Community Rating"Mdve'to,Per 

, '  -
" 

, ' Required Payments S10 
, 

• Employer Payments* r $4 

• Non~Worker Discounts , $1 
, ' , ' 

$2• Additional Retire~ Discounts 
.. 

• Remaining 20% Share, Plus SelfMEmployrnept Payments 
.. 

$3 
, .. 

EMPLOYER SAVINGS :1:_, $7 
y 

$4~El\'IPLOYER RETIREE ASSESSMENT ~."" 

'" ' Jncludes a small amount of subsidy payments to employers subject to the cap., 
.., * Current employer paymeIlts, less reform employer payments, less 20.% share paid by 

corporations. 
'*** ,In the 1998 to 2000. period. 

OP1'IOillAL FOfiilM 99 (7.90) 
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IV~ Won't This Induce More Retirement? 

We expect there to be an increasein retirement as a result of the Health ,SecuritY Act. .' .' 

Administration estimates are that there "Will be an increase in the number of retired people ofabout 

350,000 to 600,000 (roughly 5 to,7.5 percent of the population aged 5S to 64). This will have. 

sori'ie effect on subsidy payments, of about $1 to $2billion annually (500,000 pe'ople x $2,000 

each: $1 billion). To, the extent that these people are replaced byyounger people who would,not . 

otherv.rise be in the labor force, however, there will be employer payments for the newly hired to . 

partially offset subsidies given to·th.eearly retirees (the young 1iVorkers would otheIwise have been 

non;.y.rorkers and would presumaq)y be covered by federal non-worker subsidies); The net effect 

on subsidies is likely to be ~IfialL . . . . 


Much oftr.e inducement to' retire e~ly comes from the proVision ofuniversal coverage itself In 

.today1s market, it can be difficult if not impossible for an early retiree to obtain private (non- . 

gfoup) health Insurance coverage. Under reform, this coverage will be available at an affordable , . 

level, even -without the early retiree subsidy, The cost ofhealthinsutance for even a rich retiree 

would'be one employer share (about $2,100 for a couple) plus the family'S share of the premium 


. (about $770 'for a couple) .. For ~ retiree 'With incdIfie less than 250% of poverty (about $24,000 ' 

for a coupl~); the cost would be even smaller, Compared to the inducement to retire stemming 

from th~ COinmunity rating of premiums and other changes in the proposal, th~ additional . 

subsidies to early retirees. should not lead to much more early retirement. 


v. What Effect Will Tbis Have On Social Security and Medicare? 
" ". . 

This increasooretirement will cost the Social Security and Medicare trust funds some' additional' 

expenses. We estimate these coSts to be $11billionover the 1996 to 2000 period, and $3 to $4 

billion per year after 2000. ,,' . . l 


There are a larg~ number of provi~ions in the Health,Security Act that win affect the trust funds, . 
. however, The reduction in employer health insuran.~e spending would raise w'ages and lead to 


m'ore revenue forthe trust funds, for example. The full extent ofthe effeCts on the trust funds has 

not been estimated, however. 
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-FAX TRANSMITTAL 

\ 
To jAG\L l;tjr..)' IFrom 

The Health Seeur 
F;tx"Fax II 

",•..-../,' G~NEI'lAL SERVICES ADMINISTRATION 5099_.101. NSN 754D-01_317_7368 I. 'The Policy 

Under the Health Security Act, employers are requir~d to contribute (less any applical:?le 
discounts) 80 percent of the weighted average per worker adjusted premium for tpe appropriate 

, family class of enrollment(i.e.; single,'couple, single-parent, two:"parerit falnily). the special 
. retiree sUDsidy act$ as a credit to a qUalifYing retiree foranyportion of the employer's share 'of 

the weighted ,average premium that has not been paid by an employer or by a spouse's employer. 
This policy wi1!be implemented on January 'I , 1998 .. 

A retiree qualifies for a credit of 80 percent of the weighted average'premium ifshelhe is age 55- .. 
64, not working ftill~time or married to Ii full-time worker, l would be eligible for Medicare Part A 
benefits based on employment if they were 65 years ofage, 'Is not o~herwiseMedicare' eligible, and 
has income2 below the threshold amount ($90,000 per year for a single unit or $115,000 for non·' 
single units). A person over these income limits, who does not work at all, and who ,does not ha:ve 
'a working spouse, is'responsible for payment ofthe full "employer" share, Any employer 
contributions for months worked by an individual retiree or the spouse of a retiree offset the high 
income person's required payments for the "employer" share; any employer contributions would 
also offset the amount of subsidy received for individuals not exceeding'the' income threshold, 
amourits. 

Ertlplo~ers who contributed at least 20 percent of the co~t of'their early retirees' health insuranCe, 
premium on October 1, 1993'will be required to pay 20 percent ofthe weighted average premium 
(the family share) towards their early retirees· insurance from 1998 until the retiree ~eaches age' 
65. All other retirees 'are responsible for.the difference b~ween the 'premium ofthe plan chosen 
and 80 percent ofthe weighted average pren.llu'm in the alliance.. However, if the family's income 
(footnote 2). is b,elow ·150 percent of poverty. that family wOlildbe eligible for a dIscount oncthe 
family obligation. The contribution is capped at 3.9 percent of income fOFthose with income 
between 1 SO, percent ofppverty and $40,000 per year. ' ,

i ll. The Cost oUb~ Retiree Provisions . '. : 
~jJ, " 

\.)l '11 We estimate the five year cost ofthe special retiree provision to be approxiJ;nately $13 billion, 


. ' 
-

\ 

.< This is the subsidy cost over and above any subsidies that would be paid out to the early retirees 

retirees are estimated to be $29 billion over the 1996 to 2000 period), 
" . , 

lIn addition. -8, married couple ""ith U months offull-time work between the two spouses (e:g,. each wor,ks ' 
, half-time all year, or each works full-time for <5 months) is Il couple with a fuU:tune equivalent worker. and thus does Itot ; 
'qu8Ii:fy for'the special retiree subsidy because their employer share would be paid in fuU. ' . ,', ' 

, " 

lIncoine for these p~~sesis defined as adjusted gross income plus n~n-tW(able interest inc;me, 
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SUbsidies'to Perso~s Aged 55 - ~4 Years (Doll,ais in BillionsY' 
, , 

~ub!iidy 1996 1997 19~8 1999 2000 Total ' 

Non-Worker Subsidies to 
Early Retirees 

, 
Additional Retiree Subsidy 

$1.1 

$0.0 

$3.0 

$0.0 

$7.9 

$3.5 

$8.2 

$4:8 

$8.5 

:$5.1 ' 

$28.8 
-

$13.4 

, 

TOTAL I 

~ 

$42.2 

On the rev~n~e side oftheretire~ policy; ~or the years 1998 to 20QO; companies and state and . 

local governments ate required to pay 50 percent ofthe greater Qf(i) ~he estimated decrease in 


. early retiree costs due to the Health SecurityAct; and (2) the annual average of the actual amount 

paid for earlyretirees in 1991, 1992, and 1993 .. These figures will be adjusted to 1998. to 2000 

. based on the medical component ofthe C;:0!lsumer Price Index. . . 

Some savings result as federal obligations for retired feder~l eIl1ployees and military health 
beneficiaries are decreased due to the retiree provisions in the Act. Over the 1996 to 2000 time' 

. period, these savirtgsamount to $5.6 billion. 
. . 

In addition, t~ecosts presented in the previous table are offset slightly,in the years 19 99 and 2000' 
as a. result ofthe "reqlpture"'of subsidies pa~d out to the high income retirees.' . , 

, / 

Revenues from Retiree Issues (Dollars in BiIlionsYI 

Item 1996 1997 1998 1999 2000 Total 

Assessment $0.0 '$0.0 . $2.4 $4.4 .' $4.7 $11.4 

Payments from High Income 
Retirees 

$0.0 $0.0 $0.0. 
" 

$0.1. SO.1 $0.2 

Savings fTom Federal Health 
Programs' 

$0.0 . $0.0' 
\ 

$1.3 
. , 

$2.0 $2,2 $5.6 

TOTAL $11.2 

, 3All nUmbers are consistent with the Administration estimates made in November, 1993, for thellealth 
, Security Act. , / . 

2 



07/19/94 08:31 '6'202 	401 7321' HHS 	 ASPE/HP -+-+-+ JENNINGS 
, , 	 I4J 0031005 

." W' .' 

, ID. 	 Bow Much Do Corporations ;Benefit? 

Corporations benefit by the difference between what they currently pay for retiree health ' 
insurance and the amount they will have to pay under reform. It is estimated that to~a1 anilual 
, health insurance payments for early retirees with employer sponsored, health' insurance will be, 
about S16'billion in 1994; this mll increase to $25 billionin 2000, if there is rio reform, Under 
reform, payments by'corporations for the 20 percent share of the former employee's premiums, 

'willbe about $2 billion per year in 1994 dollars, and the three-year assessment will cost them 
, , about $4 bIllion per'year in the years it i,s paid. Hence there are substantial saving~ to firms from 

the retiree provisions. There are, iwo,important points about the savings tocotporations:,
,.' t . ' , '. 

• 	 The b~efits are greater than the assessme~t; because the assessment is on only one-half of 
. the gains, and the assessment applies for, only three years; 

• 	 The benefits aregteater than the $11 billion government cost ofthe retiree subsidy, 
because the, subsidy is the cost ofcommunity-rated, adjusted per worker premiums, and, 
under current law, the corporations w::e currently paying experience-rated costs for ea~h 
individual. In,addition, due to universal coverage under the Health ,Security Act, 
uncompensated care costs,would, no longer be, added to private insurance payments. 

. 	 ' 

The folloVling i,s a sUmmary ofchanges in payments for cl;lrrently retired work~rs "with employer . 
sponsored health in~urance: .' 

, , 

. ~ 	 Ofthe $16 billion that 'employers and employees are paying under the current system, $6 
billion is eliminated becau~e ofcorrununity rating, the change to adjusted per worker' 
premiums, and savings to employers resulting from the elimination.ofuncompensated·care 
cost-shifting. ·.That is, when the early retirees' are pooled with the rest of the population, 
the cost of providing them insurance decreases, In addition, under the Health 'Security 
Act, employers do not pay 80 percent ofthe actuarial premium, but instead pay 80 percent' 
ofa premium that has been adjusted down to take into account the presence of two 
worker families. 4 Of course, these costs are shared by all Americans as part of the 
community rating and universal coverage.' . . 

• 	 . Ofthe remainmg $10 billion; $4 billion is received inpaym~~ts from employers. This 

. money is collected because many people aged S5 to 64 work part-time or have spouses 


I who work. Contributions from employers,ofpart-time workers offset the retiree and non
worker subsidies, Therie is '$1 billion of the subsidies paid as part of the regular'non
worker discount system. The additional,eost ofproviding everyone below $90,000 or .. 

'Tor example, the estirrlated weighted average premium for a couple without ~fuldren is $3,865, There ~e 
11,531,000 couple units in the countrY, Since there are 7,969,000 couple units with two adult workerg, how<;ver, thcre 
are 25.5 million (11,531,000 +1,969,000) payers contributing to the System on,behalf of the couples, This is a ratio of ' 
1.455 payers to each couple unit. "Consequently, instead ofS3,092 ($3,865 x 0.80), each employer need only pay , 

$2,215 ($3,09211.4555) for each worker w~o is part of a couple unit. . 


3 
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$115,000 with a subsidy for the employer's share,of the premium is about $2 billion (recall 
that this decomposition is for people with current retiree health insurance only; this is only 
40 percent ofthe retired population), Fina}IY"the family share of the premiums plus . 

, payments made by self-employed retirees is the remaining $3 billion. ' 

Change in Payments for Early Retirees with Health Insurance 
jfProgramWere Fully In Place in 1994 (Dolla.rs}nBiJlions). 

, 
- $16CURRE~T PJ\ YMENTS 

$13Employe~:
, . -' , 

• Private $8/' 

$5'• Federal and StateILocaI f 

.' I 
$3, Emp~oyee I 


,REFORM I 
,

.'Reduction in Payments due to ComhlUnityRating" Mov~' toPer $6 
" Worker Premium, and ElimiI,lation ofUncompensated Care Cost-Shift. 

Required Payments ' 510 
, 

. . 
'.• . , Employer Paym~nts* , $4 

'. Non':'Worker Discounts , , 
' $1 

. , • ' AddItional Retiree Discounts $2 

• Remaining20% Share, Plus Self-EmploymentPayments $3 
. 

$7EMPLOYER SAVINGS U 
' 

i 

$4EMPLOYER RETIREE ASSESSMENT *"'''' : 

* Includes a small runount of subsidy paymentsto employers subject to the cap. 

** Current' employer payments, less reform employer payments, less 20% share paid by 
corporations. 

*** In the 1998 to 2000 period. ' 

I' 

4 
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IV. WO,o'tThis Induce More Retirement? 

.<...../ 	 We expect there to be an in~rea.se in retirement as a result of.the Health Security Act. 
Administration estimates lare that there will be an increase in the nurhber ofr~tired people ofabout .. 
350,000 to 600,000 (roughly 5 to 7.S percent ofthe poptIlation aged 55 to 64). This Will have .' . 
some effect on subsidy payments,ofabout,$1 to'$2 billion annually (500,000 people x $2,000 

. each: $1 billion), To the extent that these people are replaced by younger people who would not 
otherwise be in the labor force, however, there will be employer payments" for the newly hired to 

. partially offset subsidies given to the early retirees (the young workers 'WOUld otherwise have been 
non-workers and would presumably be covered by federal non-worker subSidies): The net effect . 
on subsidies is likely to be small, . . 

Much of the inducement to retire early comes from the pio~ision of~versa1 coverage itself, In 
·today's market, it can. be difficult if not impossible for an early retiree to obtain private (non-.· 

group) healt~ insurance co;vera~e. ~Und~~ reform, ,thkcoverage ~ill be available at an;affor~able 
level. even WIthout the early(retll'ee.subsldy, The cost ofhealth Insurance for even a,nch retrree 
would be one employer share (about $2,100 for a couple) plus the family's share of the premium , . 
(abbut .$770 for a couple). For a retiree with income less than 250% of poverty (about $24,000 
for a couple)~ the cost would be even smaller, Compared to the inducement to r~tire' stemming . 

.	from the community rating ofpremiums and other changes in the proposal, the additional 

~ubsidies t9 early retirees should not lead to. much more early retirement. . 


, 	 '", . 

. I 	 v. What' Effect Will This Have On Social Security and Medicare? 
""" 	 , It.' , 

This increased retirement will cost the So.cial Security and Medicare trust funds some additional . 
expenses: We estimate these costs to. be $ n billion over the 1996 to 2000 period, and .$3 to $4 
.billionper year afier2000. . I 

There are a large number of provisions in the Heaith Security Act that will affect the trust funds, 
however. The reduction in employer health insurance spending would raise wages and lead to. 
more revenue for· the tnist funds; for example, The full extent o.fthe effects on the trust ronds has, 
not been estimated, however. 

'. t, 

"f, 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF, MANAGEMENT AND BUDGET 

Washington, D.C. 20503 

July 29, 1994 

LEGISLATIVE REFERRAL MEMORANDUM 
LRM #1-3479 

TO: Legislative Liaison Officer 

EOP - Review 	Only, ow - ( ) 

FROM: 	 ~ANET R. FORSGREN (for) 

Assistant Di~ector for 


OMB CONTACT: 	 Robert PELLICCI (395-4871) 

secretary's line (for simple responses): 395-7362 


SUBJECT: 	 HHS Drafting Service RE: S 1757, Health 

Security Act 


DEADLINE: G':'30'·P~M •." JulYt,"29, 1~'94...;J 
COMMENTS: SENATOR MITCHELL REQUEST FOR NUMBERS TO SHOW THE 

DIFFERENCE BETWEEN THE ORIGINAL PHYSICIAN UPDATE PROVISIONS IN 

THE hsa AND THE NEW PROVISION TO CORRECT THE MVPS UPWARD BIAS. 


OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President, in 
accordance with OMB Circular A-19 . 

. , 

Please advise us if this item will affect direct spending or 

receipts' for purposes of :the the "Pay-As-YoU-Go" provisions of 

Title XIII of the Omnibus, Budget Reconciliation Act 0+ 1990. ' 


CC: 

Nancy-Ann Min 

Ira Magaziner 


r.C:hr,is._J_e;1pingS
l'!ack r.;ew ,:2.J 2.rJ2

Lynn Margherio 

Judy Feder 

Greg Lawler 

Barry Clendenin (2)' 

Len ,Nichols 

Janet Forsgren 

" 



LRM #1-3479 


RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM 

If your response to this request for views is simple (e.g., 
concur/no comment) we prefer that you respond by faxing us this 
response sheet. 'If the response is simple and you prefer to 
call, please call the branch-wide line shown below (NOT the 
analyst's line) to leave, a message with a secretary. 

You may also respond by (1) calling the analyst/attorney's direct 
line (you'will be connected to voice mail if the analyst does not 

,answer); (2) sending us a memo or letter; or (3)' if you are an 
OASIS user in the,Executive Office of the President, sending an 
E-mail message. Please include the LRM number shown above, and 
the subject shown below. 

TO: Robert PELLICCI 
Office of Managem
Fax,Number: (202) 
Analyst/Attorney'
Branch-Wide Line 

ent 
3~

s D
(to 

arid 
5-6148 
irect Number: 
reach secretary): 

Budget 

(202) 
(202) 

395-4871 
395-7362 

FROM: (Date) 

(Name) 

(Agency) 

(Telephon~) 

SUBJECT: HHS Drafting Service RE: S 1757-, Health 
Security Act 

The following is the response of our agency to yo~r request for 
views on the above-captioned SUbject: 

Concur 


No objection 


No comment 

, 

see'proposed edits on pages 

Other: ' 

FAX RETURN of pages" attached to this 
response sheet 
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July 	29, "19~' • 

NOTB TO: 	 chris Jenni~9s 

Bob Pellicoi 


FROM: 	 Bridgett Taylor 

SUBJBCT: 	 Two requests. from Senator Mitchell's office -(0 ~ 
regarding the provision to correct the MVPS upward 
bias. 2) draft lanquage to repeal the Medicare and 
Medioaid coverage data bank. '. . 

Senator Mitohell's office requested numbers to show the 
difference between the original physician update provisions in 
the KSA and the new provision to correct the MVPS upward bias. 
Attached are these numbers •• 

Senator Mitchell's office also requested draft language to repeal
theXadicareand Medicaid coverage data bank. This language is 
alao 	attached. 

senator Mitchell is on a very tight time frame so we need to get 
thi. AS.A~,. ,a4.:i;.n some time this p.m., Friday I July 29. 

Thanks. 

co: 	 Jerry Klepner

Karen Pollitz 


attachments' . 

.. , . {btl • 

, . 
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PhYsician Update. 

Table 1 shows actuarial projected physician fee schedule updates
for 1994 through 200Q, USing President's budget basel1n., tor the 
following three· scenarios':' 

(A) Current law, 
(8) Current law with real GDP/capita proposal, and . 
(e) Current law with both the real GOP/capita proposal and 

and the cumulative MVPS proposal. 

(Kate t~~~ ~~~ current law option includes the.5 percent limit on 
downward MVPS adjustments. However, any option with real GOP 
proposal eliminates 5 percent limit since the elimination is 
contained in the language for that provision). 

Table 2 .hows actuarial projected phYSician fee'schedule updates
for 1994 through 2000, using President's budget baseline, for the 
following three scenarios; 

(A) 

(A • ) 

(S), 

•• ,. ....& • 

" 

... 

.. to # ., • 
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Tlb1e 1 

,~} CVHe' LaW 19'4 1"5 l't' n" u •• lot", 2000 

a% 2.3' a." 3.4' a.a' 1.5' ~.4" 3.2' 
"~f u~ 1.1' 4.o, -4.,% -".0' -'.0' -5.o, -3.1' o....a Adj -2.3' -2.a, 
,...1 .. ., • 7.1~ 4.1S, -0." "1.1' -1 •• ' ..,.. ,. 0.1"t ' 

2",.a} .i~•••, ollly 1"4 It.5 UI' U •• 2QOO1'" 
_I 2.3'c 2.3' 3.4' '3 •• ' *.5' 3.4' '3.a" , 
..~f Uj 7.1' 4.0' -4." -,.3' ....0' -4." -4.o,
olUv.a A4j ...2.~' -Z.2t' 

?n' -4 ••,t.tal 4.1' -0 •• ' -4.:1' -1." -0.1" 

,...C.) Wi til GD., cua 19'4 It'l 1('1'7 1••• ' 20001'" 
..I 2.3' 2.3' 3.4' 3." 31 ••, 3.4' . s.a' 
"~f Uj 7.1' 4.0t -e.3" -1.3' "'7." ~ll ••' ·0." 
oeM-" A4j -2.3% -1.2' 

fe'.l , .1\ 4.1' -0.'" -4.5" -14.4' -11.4' 2." 
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P~j••t" D.~.Qlt Up4at•• , (C'I')
A Current law with 


, Cot"rect MVPS 81 as 
 I.,,' ~it' tt•• 1.t, 1••• 1••• IGOO 
.-z I." , ,a.s, S.4' ,3." s •• _ ' "•••t J.a,..,~, ,." :4.0' ..... ,t -1 .. 0' -1.0' ....0'"",,".a Uj -a." -'.0'-1.2%...... ' .. lot 4.1' -a ••t ,"1.1t -1." -1~'1k -l.a, 

AI CUrrent Law with .ro~.ot.4 D.~.ult Up4at•• COY)

lQrr!itl~S Bias ,
,no im t) 1••7 1••e 1•••: 2000.I"" 1'" 1'" 
ai' .. t , ... , • 2 • .1' a.s, 3.4' ' 3.a, J.lt 3." S.2' 

)W'Mj 7.1, ;'.0' "4.S' ';".3' "".7, -e •• ' ·8.alll 
..-.a .uj -1.3. -•.1' 
...al '.1' 4.1' -0." -s.~, -s.a, -5.5' "5.1, 


! ' 

R Current law with 
Correct MVPS 81as and :1,"4 1"5 11•• "'" 11•• 2000 
_, SOP 1'" 

21'.3' ,I." 1.1' a••, I ••, 3.2,3t" 
...1 .., ..... 3t .... Jt7.1' e.ot .....5' -io ••'- .•." 
....., ..4j -1.3' ...2.1' 


4.1'
w.M1,' '.1' -0 ••' -..,. -.." -I~" -4." 
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 nMf: 

r'gOl ••nt(Includlng trlnlmlttll .hoot); ___4-______--
. COMMENTS: 

"Do NoT SEN]) . . cJ,o~ i.tJ 

.. 

~AL·dmL 0 HJ1S. (Guy ~~) . 


TO: 

5rllCyjel//ls 

PLEASE CALL THE PERSON(S) NAMED ABOVE fOR IMMEDIATE PJCK·UP. .. 
. .. ' 
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,FLOW, OF HONEY ISSUES' 

1. 	 I"_:rmani;., 1;0 AC4l.tb pl~n.,. 

,w. 	 EmployerEi tha:t Qttlir cover8ge t;otb,.,.ir @mpl.~1II mAka 
paytQen'ts Ql.r8Cl:;lY:1;0 h15Hllh vbmloY (04, it the employer 
electe to pz;uvj,tl~, c,ov@ragtll thrOUgh fI(':nop6ra1:ive. or ' 
1;118 wlII,L11uytnl "l"t.;ll:i Lb"oli~h ''''he cooperative). ~or 
amVloyees th81~ (:llOO$P. t.o t:tlke the:f.r premium 
!.,;ou l,,'lbu'C:Lon to l"t':IIDI" (o;':;Il,UIl.ing thatl employo%' eli.1! no~, 
chOOElI'i:\ VRHRP). 'the employer makes 1:hr:s payment to FEHer. 

ElIIplO~rll wi thholO 'the ElIIU91oyee's contribution and pay 
J.I. 1;0 	 the pIo.n along ld. i,h 'tbc.i.r pClynIOrito., 

1:.1. 	 J:am.il..:ll!!I1!1 with(Ju'L; GlIIpl.Qyo~-p:z:ovLdC',)d ooveroge RIoCllIto 
payments directly ,to cornmunlt:y-ra'ted. haalt:h plon•• 
Fomi.l.~e.:s thQt: purcheu;\;> oov-e:rage t.l:\rough a eooperAt:ivn 
make 	paymentti Llu;ougll 'the Qoopera'tlve. 

o. 	 Opt1on ror6l'1)(; K!3o:1.p:1.enYIi i Pa:tlil;ll,. AFDe ~1p1.cntD :t:c 
o.n:r.oll in a hgal.th plan through tha AtllltQ offica 'llh8rG 
'theY QUall.ty ':o.t· 1\1'"01;. All hVO:l.lb p1tma, would 6ec.ep~ 

•.a~1.tcat:LonQ through the Sh1:Q i'li'f.l6(ot. ThA State would' 
pay pram1ums raJ: Buell reo.tp1ents 4ir.ect11' to th~ plans.. 	 '. ' 

O. After 'tne. lIIBudli'tl:t: 1"t\j1ueut.l:II O.:t:J ""toIeentiClll:r. the Qomo, 
OKoaptl 

i. 	 [Ch3nges to rp.fle.c"t Per Worker pr~l~]. K~Ch 
StaLa wuuld contrectw1'th on~ Hzre ~n oaoh ~ce~' 
("r1r.1AfonRt:AoHIPC'·) (or with' such otber en"ti'tY c,s 
~he 5"ta't~ c,1otc.1II1ncD c.pproplC'iota) to OQ11~1:: 
rayme-nts made by emplOYS1'S ot for nun-enrolling 
employ.aes. 

( 1) Comrill.lu1ty-rated employcr:;J would m~k. paymOft~c; 
for non-enrolling employees 'to the desi.gnBted 
lIIPC in' th~ (!1rco wh~x'G euoh ~plol;"ClCII r.sides. 

, (2) 	 EKper1enoo-J::Qt~~ emp~O¥GIor.tJ ~ould chOOSE! i:o. 
, make r>6Yments to one CleSlgnerlfeO H11'I; tu~; all. 

.itl!l non' Emroll.in" nationally. In ~ueh 08S~A I ' 

the employer Woull1 b~ t'9Qu.iret1 1;0 .identify 
~. oipro~~.Ot8 amuunt to ba ~ranu~erred by , 
the C1eSi.gnatea RIPe 'to tne aeslgn8"tsdHIPCs 
.in egQh, HCCh whoZ"e the non-al\:c'e>ll!ftg 
p~ployees or ~he emp~oyer res1de. 

:1.1. tChan~e "to assure Wliversal coveragt;:) • 

.t:11m1na'te Ob111't'y ot: hea~l,h ylau:oJ to cono;.c&;l. 
covo~age for non-payment. 

, , 

http:Emroll.in
http:emp~O�GIor.tJ
http:hVO:l.lb
http:QUall.ty
http:t;otb,.,.ir
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Add had debt proviaiona from Senate LabDr. 

2. 	 HI:PCs. 

HIPCa wou1d be r$qu1red to comp1y with 9tafid8r~~ ~Rtabliahed 
oy tne N~"tional Hoara' rela~1ng to fiduUJ·/J.l;·Y ':.r.'el:ipL""1tI1bJ.li 'loll" I 

OaQh-management, and 'l:hQ SlClooul!'.I'l:ing 6Y\t'I "'.pr.u:·ting r'I£ 
r~n8nc1al m8~~erS. ' 

•• R c.,.•• 

3. 	 8ubs;tdy aI1lUll1J.~L£i:l.tl0~1.; ReQonc;l11oUoD. 

a. 	 In generBl., Btate-.13' edm:LnilJ'!;er th~ houaabo1d s;ub81.4;LaQ. 
Thr.l a~plic8t:1on and x"econc111at1on prov1G.i.Oftf:: 1:rom 
5t::1netc Li:lb.:.;c "p'pe.Qr. to "'1;))«0' :;,onOQ. 

b.' 	 In ge~~a1, Gtot.&~ ~dminigter the emp~oyQr ~ub*idiee 
for col\IlQunity-rated elllDJ.OyerS ana 'the secretary gf " 
"~lI\in:L:l'ters the :.Ju\)1l1Ii!i91D 'O~ o~peri.Qnc.-ratad 
employers. 

pr.-Hanaata.Employe:rs seSking 8ubsillie6 waulg fUMO eu 
init~Bl appliootion for ouo~idi~~. The applioat~on , 
would require employeull 'to ell:pla1n how "'hay were 
eHpond.ing DO"'cragc nnd. liI'Uuh utb.:1:" .information e. the 
secretary reQuires in regula~10n. CQrurn'Untt1·roLa4 
employers would apply to the State(e) in wh19h thAir 
empl.oyeeS rasidB. t;xper:t.ence-I:{;tterl c:.nlpl.Vl*EI.a:·s would 
apply 1:0 ~hQ S&.o~O~ftry. 

Aft:gr an empluy,,;,;·· ~ appl:i.r.:atinn is approved, thtit 
emplUY~I' wuultl ""Gil' \;IUl~.a: p.:emi'Um pttl"11len1:e ior n&uly 
cOver@d workers :I.n 1:hl'! !OO\1111l1ol mi'lIIDer as the described 
Delo~ (for post-uu:mdote) • .. . ... . 
l'os't-l'Iandate. ~I:II1Clt~ 10.1J1;I4' p.a:ov.i.;l';;Lonall ttpPOCo\:I:' to vorle. 
Elilsent,ial,ly, lii'tnnlt)yeri!:: oaptha:ir garments at appl1.cable 
pt:.1'OI.mtcsyl.:: or e~ch emp1oyaa'e 'lVDie; thorCl ~'" an ena of 
the Y4-sr rQQon('lil,i~t1rn1 that employer's make with 
3tate/SeOrQt6:.;y. ~ Sections 6123, &131 and 620'. 

1. 	 umpl.a,rsl:& that claim 0. Clubaid.y fo~ & month (by 
r:H£lpjna t:hA:!.r payment) must f'1le l.nformation wit:h' 
the healthp10n (or lure or (Jaa:1gntlted RIPe, .a 
appropril'l.tA) l\nl'l With the appi.1cab19 6u'thority 
(State or secretary) apeei£~it\~ 1;h~ d:LffollrO"ClIe 
hA'r.VAAn 1:1'IA !pl."'Q!D1um owed and the lunouu't of 6ubs1dy 
0101111&lIl. 

11,. 	 Pureuont tg regulul.;i.ons, th,Q EloOret,eZ'l" could 
require the' filing or iUch infOI.l!Ia"tlon 111; lliuch 
timoB (w1ththo SQOrete~y O~ the gt.to, as 
appl'opr1aT.a] os 1S neC8SlIlI!lrY 'to verU:y a11g1.bil.i1;y 

http:appropril'l.tA
http:Btate-.13
http:r.'el:ipL""1tI1bJ.li
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for Bubo!d1.~c. The Seoreta:r:y (an(l, l.n th. o8'le,of 
communlty-rateU empJ,oyerSj,6tates) wou14 ho.". the 
author1ty 	~<? aud:l.t ell\p~oyer9 010i1l\1.ng ~ub8id1e9. 

~l:1.. 	 (No're: Th.j s 'I:'~I:IU:t belongs inTitle IX). The 
S'tote,. in 't.he COSt!l oJ: t.ub51d:icu~' for communi"y'· 

, •• .. 	 X"at~d ernp,1 OY~"'$, Dud the Sscrstary, in ,the ease 01: 
3ubs101elS tOt 15I1.P"'• .L81)C6- .:'e.:ted empl.oyere, would 
make pay1l\ent.8 'l;(I ht'!I'l} t.h planfl, HIPCs and 
(J1!:1!rJ.gnal.etl HIFts foi: the OltIQUflt61 Q' Gubo:!6iQu,) 
prov; dElc:'l 110 such, employers,_ 

a. 	 :1.. COIDlllI.ln!.tY-%."Qte~ health JjI~anl3 file pz:oom.iums each 
year for eaoh hea.ll-Ii C)"-I.'e coverage area. 'fbw . 
~rem~ums for ~ho approp~1.t~·8rea8 are f.ilad in 
eaoh State where the hliolalt;h plan opeI;attU5.' Plane; 
fila on0 premium. 1'UI:' (;u.c~ hQal t:ll care,cov.rsge 
area, Wloth any II11U'K8t1ng fees that are choz'god' for 
distribution 3hown l:JepBrately~ HIPC foes ar~ ",1so 
filed separatelv., 

11. 	 Each vear, commun1ty-ratea· health plena ~1~. an 
aotuarial oor~1fioat:iol\ (w:ith suoh ~n~O~8t1nn na 
rt'Squlreo ny "Cne ~f1:::atQ. oons1.st;eln'l:. with ;1..".1"'$ of 
tho. Board), dQlI\onln:rat.in~J. 1:hsf. ~ 1-:$ pr.miUJ\'U!l; for 
l:ha previOus ye.ar 1n a commWlity-rot1.Jl!il "".,;""ea we~c 
determined on the ba.rodA ",I' C'.ommunity-rating. 

b •• ' 	1i:!If1I1'r.1ancQ-re.ted im:u:1'eo<'l h.aoall,.h pl I!Om;t negotiate 
premj.um\:l with el.1gi.ble :.ill\,ln~ors. 3elt'-funI'284 health 
plans c&leul~t~ an es~irn~ted premium equivalent p~~cr 
to ea.Ch year (conliil1stenl. wLl.b ,,'eQulot1.QnIS QJ!'\:he 
s;acretar;r of '1). SuhS:Zj 111 98 are mllnuli:lted based on the 
prem1.urn equ1veten t. 

http:010i1l\1.ng
http:01/28.11
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TO: 

STIICy / CHRIS 

PLEAse CALL THE PERSON(S) NAMED ABOVE fOR IMMEDIATE PICK·UP. 
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. ....'~al••xol~4.4 t~om the proapeotiv. payment .yat.. (p.ychiatric, 
~111t.tion, children f ., oanaer, and long-term ho.pital. and ,.yoh1at~io
.nd ~""11it.tlon distinct part units) are paid Oft a r.a.onable COlt bali. 
~'eot ~o • rat. ot incr•••• liait on operatin, ooata per 4i.aha~9" Th•. 
,.r .1....... l1mi~, or tar,etamount, ia updated annually. ' 


~11it_t1on hospital. and distinot p.~t ~i~. WOUld. be •••19n.4 
~ir. 1••0 an~ 1••1 Mo41oare ooat r'porti"9 p.riods •• • new b••• y.ar.
Ltaita lor .~~ant p.rioda would b. det.~1n.d b•••d on par-d!.charq.' 
"'lea~ ...~.tin9 ao.t a.v.ra,.~ ov.r tn. two year pariod, Tb. rab ••in9
_141 . ' 

Ca) Hold barmle•• thOI. boeplta18 and unit. undo8%' th.l:w: l1za1te by 
"~'ftI th•• th.1r oO.t,'plu. incentive p.,..nts, . 

• I , 

(~) P:ovid. a ttoo~ ot10 percent of the national aver.,. fo~ '.ch 
'. ",..,01 '.01111:y fo~ tho•• ta0111t1•• with vel!')' low limit., anet. : 

," 

Ca) Provtd•• oat11n; ot 110p.roent ot th~ natlon.l aV8~." tor 
..Gh type ot taoi11ty eo~ n.w taailitla.. ' . 

~ .....t.~ would be ~~1r.4' to complete development ot a 
.rl...._iv. pa,.ent .rat.. tor rehabilitation ho.pl~l. and «i.tinat part
_lu, 1Mlvalnv • pati.ent ol•••ltloat1on .yat••, an4 pn.ant 

rea l.ft••~iOn8 ~ conwr••• by OctDb.~ 1, 19ge. , 


. COndition. for exolu.lon at rehabilitation hO'pital. and distinot part 
\Md... Ina i!.he P,,I wou),d b. axpanctecl to aocount tor th. impaat ot new 
~.1"1,, an4 su.vlval rat.s an4 the ohanW.. 1n the p:w:aotloe of 
~111ta~i.n .edicine over the past 4.oa4.. . 

AnI' 1enl't.1:1Il ho.pital ....tin' II two r••l:' tinancilt.al 10•• te.t an4 a 
'lew-in•••••~ti.nt 10a4 t ••t, ~ou14 be ••• 9nad an avera'_,ot th.i~ lttO 
... 1"1 M.l4oase Qoat r.portin9 pariods a. a n.w ba.e f.ar. 1ft any 
~.I ...ftt-.o y~ ,.riO! ift ~h1oh ~ot~ tests w.~. met, ~•••cretary 
...14 .. ~... ~ •••llft tbe ho.pital a new ba.. r..~ .Y'~.9in, the 
o.....t the two ,.ara.A bc.,1ta1 ma.~a~. rinano.1 lo•• t ••• 1t it n•• 
h.. t... oe••wt:iVl f'UI ot 10a••8 where ,t't. cost. axCNild, lte U.ait. A . 
-..,1\81 ...l.tl.. ~. lov·lncame p.tl.n~ 10a4 t ••t it 1~ ha. a Medicare . 
• i ..n,ertloaat. llhare pati.nt ,p."centage ot ~~~~i;~, .tbttD".J4..DamMt::. ,.,.... , .... 

• ' ....l.. De,. 
~I' 1, 1•••• · 

. ' 

," 

. ' 

I 

\ " 

, 
~ 
' 

" ', . 

',' . 

1 

http:tinancilt.al
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TO: 

PLeASE CALL THE PERSON(S) NAMED ABOVE FOR IMMEDIATE PICK"UP, 
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• Upon completio~ ot ~he app11Qa~10D, th~ QPpl~gan~ .nd iam11y 
(1\11~. l.t.mited '\;6 't:AQj:Ci) a~i9ible for iii 100' (tuB t premium .ub$idy) 
would. be eligible for iJi:il\.JrlA~1J (they llIould selGct one 
t...4iutely). f:c cxir.tin9 eonditton limits O~ tbose el1giblo for 
.a !GOt p.T"liIl'!dum s:ubsidy would be we.iv6ci. Any ooah of the waiver 
VGu.l.d be ;t,UoQ,ahd to all comMunl ty rated plans through t.he .d.•k. 
a.rljun19.r:' . . 
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tf- National Health Care Commission 

A National Health Care Commission would be established to monitor and make 
recommendations with respect to trends in health insurance coverage and costs. The· 
Commission would consist of seven members to be appointed by the President based on 
their expertise and national recognition in the fields of health economics, including 
insurance practices, benefit design, provider organ~tion and reimbursement, and labor 
markets. 

The Commission would .be appointed by the President within nine months of 
enactment arid confirmed by the Senate. The President would designate one individual 
to seNe as Chairperson of the Commission. The terms of members of the Commission 
shall be for six years, starting on Januazy 1, 1996, except that of the members first 
appointed three shall be for a term of four years and three for a term of five years, 
other than the Chairperson. . 

The Commission may be advised by expert private as well as public entities which . 
focus on the economic, demog,.-aphic, and insurance market factors that affect the cost 
and availability of insurance. The Commission would conduct analyses of health care 
costs and health care coverage. 

Beginning in 1998, the Commission would issue annuSl reports detailing trends in 
health care coverage and costs. The reports will include measurements of structure and 
performance of both costs and coverage broken down nationally, by state, and to the . 
extent practical by health care coverage area . 

. Among other things, the Commission would report generally on: 

DemographicS and employment status of the uninsured and reasons why they are 
uninsured; 

Structure of health delivery systems; 

Status of insurance market reforms; ~ 

Development and operations of health insurance purc~asing cooperatives; 

Success of market mechanisms in expanding coverage and controlling costs among 
employers and among households; 

Success of high cost health insurance premium tax in controlling costs; 

Adequacy of subsidies for low-income inclividuals and employers; 

Success 'of subsidy program in expanding coverage through employers and among 
households; . 

The Commission would also issue detailed fmdings on the per capita cost of 



health caret including the rate of growth by type of provider, by type of payor, within 
6 - States and within health care coverage areas. Such findings would also include the 

expected rate of growth in per capita health care costs, the causes of health care cost 
growth, and strategies for controlling such costs. 

On January 15, 1999, the Commission would determine whether the voluntary 
system has achieved 95 percent coverage of all Americans. If the Commission 
determines ..(combine paper on mandate trigger) 

On January 15, 1999, the Commission would determine whether the market 
reforms .and assessments in this legislation have succeeded in controlling health care 
costs relative to the target rates of growth. Such determinations would be made on a 

. national and State basis. 

If the target rate of growth for national per capita premium growth have not been 
met, the Commission will consider and recommend to Congress a means of controlling 
health care costs to the target set in thiS legislation or to an alternative target if the 
Commission determines that would be more appropriate. Congress shall consider such 
Commission recommendation under the same procedures, 'and at the same time, as it 
considers the Commission recommendation for achieving universal coverage. 

If Congress fails to pass such legislation, s~and-by premium caps will go into 
effect requiring health plans to limit future per capita premium increases to the target 
level. 

Alternative A: If at any point in the future, the Commission determines that 
health care costs in a State have failed to meet the per capita premium targets, standby 
premium caps will go into effect in th~lt State. ' 

Alternative B: If at any point in the future, the Commission determines that one 
.	half the insured population in the nation is enrolled in health plans subject to the high 
cost premium assessment, the following year sta.ll:dby premium caps will go into effect 
absent Congressional action . 

. Alternative C: If at any point· in the future, the Commission detennines that 
more than half of the insured population in a State is enrolled in health plans subject to 
the high cost plan assessment, the following year standby premium caps will go into 
effect in that State. ' 

QUESTION: HOW DO YOU BREAK TmS DOWN BY STATE; TO 
INDIVIDUALS RESIDING IN THE STATE? TO HEALTH PLANS IN A STATE? TO 
PROVIDERS IN A STATE? 

Alternative D: The Commission Will make a determination whether" the subsidy 
caps in the legislation are undermining the affordability of health insUrance premiums to 
subsidized households and businesses., If the Commission detennines that such subsidies 
are being seriously eroded, it will reconunend to Congress a means of making insurance 
more affordable including through higher subsidies or health care cost controls, which 



Congress will consider under, special fast track procedures. 
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DRAFf July 24, 1994 (9:52) 

A. PRE-MANDATE EMPLOYER SUBSIDIES 

1. . IIi general, employers would be eligible for subsidies under this if they expand 
their health benefits plan to employees (or classes of employees) that were not previously 
covered. . 

2. 	 To be eligible for such subsidies; the employers would have to: 

a. 	 Meet the general requirements for employers offering coverage to employees (e.g., 
offer choice of three plans and a HIPe, payroll deduction,etc.). 

b. 	 Contribute at least 50% of the cost of coverage for each class of family 
enrollment (e.g., the employer must offer to contribute the minimum percentage 
toward the appropriate class of family enrollment for each employee). 

c. 	 ·Expand coverage to all employees of the same type (e.g., full-time or part-time 
workers). . 

d. 	 Self-employed people generally would not be eligible for the subsidy. A sole 
proprietorship with at least 3 full-time employees (including the sole proprietor) 
that reports a minimum amount of wages (as defined in regulation by the 
Secretary of [?] would eligible for the subsidy. 

3. 	 Employers requesting subsidies under this would be required to certify that they had . 
not offered health benefits to the employees for whom they were requesting the subsidy. 

a. 	 An employer would be considered to not have offered health benefits to an 
. employee if the amount 	of the contribution to. the worker was less than $500 

(annualized). 

b. 	 The Secretary of [?] would establish regulations to define the types of situations 
for which an employee would be determined to previously have been offered or 
covered by an employer'sihealth plan; For example, a new employee ina position 
that was previously covered would not be eligible for subsidies. 

4. 	 The subsidies would be available to an employer for only five years. 

a. 	 An employ~r would be ~ligiblefor the subsidy only' once. In general, a sole 
proprietor or partner that requests a subsidy would be required to certify that they 
had not owned a business or· enterprise that had previously received a subsidy 
under this . The Secretary of [?] would establish regulations relating to 
the eligibility enterprises that are relat~d to or successors of enterprises that 
previously received the s:ubsidies under this ___ 



-. 


b. The subsidies (would pha~e-out for an employer as described below. 

5. 	 The subsidy for an employer und~r this ___ for a previously uninsured worker would 
be calculated as follows: 

a. 	 Subsidy = 50% of the lower of (a) the reference premium or (b) the weighted 
. average 	premium of the: RIPC chosen by the employer, minus 8% of the 

individual'& wages, but in. no case less than zero. 

The reference premium and the weighted averageHIPC premiums would be based 
in the applicable class of :family enrollment for the employee. 

b. 	 In the fourth and fifth year that an employer receives subsidies under this __....) 
the subsidy is reduced. In the fourth year, the subsidy is based on 75% of the 
50% contribution level (or 3705% of the reference or average RIPC premium). 
In the fifth year, the subsidy is based on 50% of the 50% contribution level (or 
25% of the "reference or average RIPC premium). 

c. 	 . Employer contributions that exceed 50% of the weighted average premium of the 
RIPC chosen by th~ employer are not" subsidized. 
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A. SPECIAL SUBSIDIES' FOR TEMPORARILY UNEMPLOYED 


Eligibility. In general, workers that lose their jobs would be eligible for enhanced 
income protection under the Low-Income Voucher Program. 

a. 	 Workers that have been employed on a full-time basis (or a substantially full
time basis, as defined in regulations by the Secretary of [?]) and that lose 
employment would be eligible for the enhanced income protection under the 
Low-Income Voucher Program. 

b. 	 The enhance protection would apply only for uninsured members of the family 
(e.g., members of the family covered by other insurance at the time a worker 
loses his or her job would not be eligible for the enhanced income protection). 

c. 	 A family that is otherwise eligible for a subsidy under this program is required 
to take advantage of any employer contribution (for which the family is 
otherwise eligible) towards the standard benefits (and, if multiple employer 
contributions are available, to take advantage of the contribution that results in 
the lowest possible contribution by the family). 

2. 	 Amount of Enhanced Income Protection. 

a. 	 For families eligible for enhanced income protection under. this program, the 
family's income fof. the purposes of calculating eligibility for subsidies under 
the Low-Incon:te Voucher Program would be adjusted as follows: 

(1) 	 Unemployment compensation (UI)would not be counted in determining 
. family income under the Low-Income Voucher Program, and 

(2) 	 In determining family income for the year, the family would be 
permitted toteduc:e, the amount of any wages .earned in a month by 
75% of the monthly poverty level (applicable to the family's size). For 
wages earne<;l prior to the period of uilempioyment, the reduction would 
be applied in determining the amount of subsidy the family would 
receive during the period of unemployment (but not more than six 
months). For wages earned after the period of unemployment (but 
during the: period of determining family income), the reduction would 
be applied through any reconciliation process related to the subsidies. 
received by the family for the year. 

b. 	 A family is eligible for enhanced income protection under this --,-__ for the 
lesser of the period of unemployment or six months. ' 



E. OUTREACH TO MAXIMIZE PARTICIPATION 


1. 	 Presumptive eligibility at point of service. To maximize 
participation, each participating State would be required to 
have a system of presumptive eligibility for subsidies, as 
approved by and subject to rules of the 

a. A participating State would be required to develop and 
make available to providers of health care a simple 
application for presumptive eligibility ,for full 
premium subsidies (e.g., for people at or below 75% of 
poverty, pregnant women and kids below 185% of poverty, 
etc.). The application must provide for a simple 
declaration of eligibility for a full subsidy, as well 
as the opportunity to enroll in a community-rated 
health plan. 

b. A provider -  as a coridition of accepting payment in a 
year from any certified health plan -  would be 
required to provide to any uninsured patient the 
application ,for presumptive eligi~ility. The provider 
would be required to accept from a patient a completed 
application, and to forward the application to the 
appropriate administrative entity (as designated by the 
State) • 

c. An individual who enrolls in a plan through the .
, presumptive eligibility process would be considered to 
have been enrolled in a plan as of the date of 
submission of their application (including submission 
to a: provider). 

d. Presumptive eligibility would apply for a period of two 
months. States would be exempt from responsibility for 
administrative errors (for inaccurate subsidy 
determinations) with respect to presumptive 
eligibility. ' 

'e. During the two months of presumptive eligibility, a 
State would be required to provide a subsidy recipient 
with the opportun~ty to apply for more permanent 
eligibility. ' ! 

f. If an individual is found not to be eligible for a full 
premium subsidy (either at the time of application for 
more permanent eligibility or through a year-end 
reconciliatioQ), the individual shall still be 
considered to have been eligible during the two months 
of presumptive eligibility. 

2.0tiler outreach efforts. Participating States must make 
additional efforts, consistent with rules developed by 

, to provide maximum reasonable opportunities for 
--:;----=-:------: 
individuals to apply for and receive subsidies. These 



efforts must include, at a minimum; making subsidy 
applications accessible at locations where eligible 
individuals are likely to obtain them (e.g., schools). 



TRIGGERED AFFORDABILITY TARGETS 

AFFORDABILITY TARGET TRIGGER FOR COMMUNITY -RATED PLANS 
. I 	 • 

• 	 Premium constraints related to affordability targets would be triggered for community-
rated health plans in a state (Alternative: HCCA) if conditions related to affordability 
were not met: ' 

~ 	 For an area where employers are not required to contribute towards 
coverage: Constraints would be triggered if less than 35% of those·eligible to 
enroll in a community-rated health plan are able to enroll in a plan with a 
premium at or below the reference premium for the area. 

For an area where employers ~re required to contribute towards coverage: 
Constraints would be triggered if people generally cannot obtain coverage for 
X% or less of their income for their 50% share of the premium. 

The relevant federal agency could develop proxy measures to determine whether the 
above conditions were met. 

• 	 The first year in which affordability targets would be triggered would be 2000, based . 
on measurement of affordability :for 1999. 

. . . 	 . 

• 	 Prior to 2000, a Commission would report each year on the affordability of coverage 
for families and employers and on the success of market incentives in achieving cost 
containment. If the Commission finds that coverage is unaffordable or that cost 
containment efforts are unsuccessful, it would be required to make recommendations 
for improvements. 

AFFORDABILITY TARGETS FOR COMMUNITY -RATED PLANS 

• 	 If affordability targets are triggered in an HCC,A, the targets would be established as 
follows: 

~ 	 The target in the first year after the trigger would be based on the· actual 
weighted average premiu¥1s in the HCCA in the previous three years (inflated 
forward at the target groWth rates for the reference premium). ' 

After the first year, the target would rise at wage growth plus one percentage 
point each year (Alternative: wage growth) until the target reaches the . 

, reference premium for the HCCA. After that, the target would rise at the same 
rate as. the reference premium. (Alternative: The reference premium could 
increase based on wage growth also.) 

I 

• 	 Application of affordability targets would be similar to the Senate Labor Bill 
(including ~se of a state-establishedJee schedule for fee:-for-service plans). 



COST 	CONTAINMENT FOR EXPERIENCE-RATED PLANS 

OPTION 1: 

Experience-rated plans operating in an area where affordability targets have been 
triggered would have access to the fee schedule. used for the affordability targets for 
community....rated plans. Providers would not be permitted to balance bill if paid on 
the basis of the fee schedule. 

OPTION 2: 

• 	 Experience-rated plans operating in an area where affordability targets have 
been triggered would have access to the fee schedule used for the affordability 
targets for community-rated plans. as in OPTION 1. Providers would not be 
permitted to balance bill if paid on the basis of the fee schedule. 

• 	 One year following when affordability targets are triggered in an area. an 
experience-rated employer could choose to purchase coverage from 
community-rated plans in that area. 

.. 	 The experience-'rated employer would pay demographically-adjusted 
premiums to the community-rated plans. Plans would be required to 
offer coverage to any experience-rated employer making this election. 

An experience-rated employer electing to purchase from community
rated plans would be required to make such an election in all areas 
where the employer operates and a~fordability targets are triggered. 

An employer could make the election to purchase from community
rated plans any time after one year following when affordability targets 
are triggered, but the election is permanent. 

July 28, 1994 
1:44 pm 



B. 	 ADDITIONAL SUBSIDIES FOR UNINSURED KIDS 

1. 	 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. 	 States that currently use 1902(r)(2) to cover children at higher income 
levels could continue to cover these persons, or be treated as other 
states with 100% Federal financing only for those with income up to 185 
percent of poverty. 

2. 	 Coverage through Private Plans: Similar to the OBRA 1990 provision, states 
are required to purchase grollP heal.th insurance coverage for Medicaid 
beneficiaries where cost effective as defined by the Secretary. In addition, State 
options include: 

a. 	 Family option of employer plan: A state may elect to enroll children in a 
family option within the option of the group health plans offered to the 
caretaker relative. 

b. 	 Family option ·of state employee plan: a state may elect 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 eligibl~ to receive medical assistance benefits. This 
enrollment option is in addition to any enrollment option that a state might 
offer with respect to receiving services through a health maintenance 
organization. 



d. 	 A state may elect to Emr911 children in a basic state health plan offered by 
the state to individual~ 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 the services 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 
for those who are in the states': Medicaid eligible groups prior to the 1996 
expansion. 

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 percent of poverty would be 100 percent Federally 
financed. 

3. 	 As of 1/1/96, coverage for children born before 10/1/83 up to age 
19 (children ages 14 through 18) with family incomes above AFDC 

. but below 100 percent of poverty would be 100 percent Federally 
'financed. 

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 Federally financed, 

5. 	 Coverage for children 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 above the 185 percent threshold 
would no longer be eligible for Federal finanCing; i.e., all Statewide 
waivers would be terminated. . 

6. 	 Children in states that use more liberal eligibility rules under 
.1902(r)(2) in families with incomes up to 185 percent of poverty 
would be covered at the levels indicated above. Children covered 



with family income above the 185 percent threshold would no 
longer be covered; i.e., all 1902(r) changes would be terminated. 

1997 And Subsequent Years 

1. 	 Eligibility: In general, children ·up to age 19 who have not been covered by 
health insurance for at least six months (or longer 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 rule!) 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 children in 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 incomes 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: Community-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. 



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-rated or 
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 Eligibility: 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 for the family. 

b. 	 The voucher for the low income voucher program would be calculated 
using the poverty level based on the entire family, but the premium would 
be the applicable premium for the entirefamily minus the premium 
applicable for the kids alone. 

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

6. 	 Wrap-around Benefits: Current Medicaid rules governing covered services 
and recipient eligibility would be retained to cover services not otherwise 
provided under private health plans (wrap-around services) for those who are in 
the states' Medicaid eligible groups prior to the 1996 expansion. 



C. 	 ADDITIONAL SUBSIDIES FOR PREGNANT WOMEN 

1. 	 Eligibility: Medicaid coverage, would be expanded as follows for the one-year 
period between 111/96 until 1/1197: 

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

b. 	 States that currently use 1902(r)(2) to cover pregnant women at higher 
income levels could continue to cover these persons, or be treated as 
other states with 100 percent Federal financing only for those with income 
up to 185 percent of poverty. 

c. 	 As under current Medicaid law, pregnant women who would otherwise 
lose Medicaid eligibility due to a change in income remain Medicaid
eligible throughout their pregnancy and three-month post-partum period. 

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 plan: A state may elect to enroll pregnant 
women in a family option within the option of the group health plans 
offered to the caretaker relative. 

b. 	 Family option of state employee plan: a state may elect to enroll pregnant 
women 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 pregnant 
women 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 ad~ition to any enrollment option that a state might 
offer with respect to receiving services through a health maintenance 
organization. 

d. 	 A state may 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 insurance coverage. 



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

Current Medicaid rules governing covered services and recipient eligibility would be 
retained to cover services not otherwise provided under private health plans (wrap
around services) for those who are in:the states' Medicaid eligible groups prior to the. 
1996 expansion. 

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 rioted below. 

1. 	 Coverage for pregnant women with family incomes between 133 
percent and 185 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 in'come would be 100 percent 
Federally financed up to 185 percent of poverty. Individuals 
covered through the 1115 waiver above ~he. 185 percent threshold 
would no longer be eligible for Federal finanCing; i.e., all Statewide 
waivers would be terminated. 

3. 	 Pregnant women in states that use more liberal eligibility rules 
under 1902(r)(2) in families with incomes up to. 185 percent of 
poverty would be covered at the levels indicated above. 
Individuals covered with family income above the 185 percent 
threshold would no longer be covered; i.e., all 1902(r) changes 
would be terminated. 

I 

1997 And Subsequent Years 

1. 	 Eligibility: In general, pregnant women who have not been covered by health 
insurance for at least six months (or longer 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 towar~ insurance coverage. 

a. 	 Pregnant women would not be eligible for this subsidy if they have 
available 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 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 o(Oecember 1996 would not be required to meet 
the six-month previously uninsured criteria. 

c. 	 Eligibility would continu~ for three months after delivery. 

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

e. 	 As under current Medicaid law, pregnant women who would otherwise 
lose Medicaid eligibility due to a change in income remain Medicaid
eligible throughout their pregnancy and three-month post-partum period. 

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

Current Medicaid rules governing covered services and recipient eligibility would 
be retained to cover services not otherwise provided under private health plans 
(wrap-around services) for those who are in the states' Medicaid eligible groups 
prior to the 1996 expansion. 

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 reference 
premium in the HCCA.) 

, 

b. 	 Eligible women in families with incomes 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 single policy (limited as in a. above). 

3. 	 Use of Subsidies: Community-rated health plans would accept vouchers 
toward payment for coverage. Apregnant 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. 

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 Ibw income (or unemployed), pregnant woman, 
and kids subsidy 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. 



D. 	 SUBSIDIES FOR PEOPLE LEAVING WELFARE FOR WORK 

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 eligible for this program. 

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

a. 	 Family option 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 health plans offered to the caretaker relative. 

, . 
b. 	 Family option of state employee plan: a state may elect to enroll the 

caretaker relative and dependent 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 
caretaker relative and dependent children in a health maintenance 
organization in which fewer than half of the membership are eligible to 
receive medical assistan~e benefits. This enrollment option is in addition 
to any enrollment option ,hat a state might offer with respect to receiving 
services through a health maintenance organization. 



d. 	 ft:. state may elect to enroll the caretaker relative and dependent cllildren 
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 
(wrap-around services). 

5. 	 Financing: The Federal government would cover 100 percent of the expense 
related to this expansion. 

1997 And Subsequent Years 

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: Current Medicaid rules governing covered services' 
and recipient eligibility would 5e retained to cover services not otherwise 
provided under private health plans. 
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Revenue Estimate. of High (:081 Plan Assessment _0 ..... 
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Insurance Assessments in July 22 Option o 
-J 
"
Nl 
Co>Assessments as Percent of Cost of Average Plan "
(0 

"'" 
2000 2004 ....

Community , Experienced Community Experienced "'" 
Rated Rated Rated Rated Co.>"'" 
Plans Plans Plans Plans 

Manda1e in 2000 

'Academic Health Centers 
Risk Assessment 1/ 
25% High COst Plan Assessment 2/ 
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0 Insurance Assessments in July 22 Option 


Assessmen1s as Percent of Cost of Average Plan 


2000 
Community Experienced 

Mandate in 2000 

Academic Hea'th Centers 
Risk Assessment 1/ 

.25% High Cost Plan Assessmen1 21 

Total 

% of Plans Subject to Hign Cost Assessment 

Rated Rated 
Plans Plans 

1.75% 1.75% 

1.5% 


1.4% 2.0% 


3.2% 5.2% 

99% 71% 
) 
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i. MEDICARE OPTION - SAVINGS AND COSTS CLINTON LIBRARYOPTION C -.HCFA Revised 7/22/94 21 :26

Estimated CBO scoring PHOTOCOPY
All estimates are preliminary and unofficial 

($ millions, by FY) 

lll:~ 5-yr T atal 60yr Total 10-yr Total 
PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004~:@ 1995-1999 1995-2000 1995-2004 
PART A - Savings/Receipts 
Hospital Update at MB-O.5 (1997-2000) o o o -587 -1,050 -1,600 -1,776 -2,035 -2,228 -3,237 -11,716 
Reduce Indirect Med. Ed. Payments (5.2%) o -964 ~1,319 -1,535 -1,741 -1,964 -2,210 -2,480 -2,778 -7,523 -18,095:},:I :;;;;; 
Reduce Payments for Hospi tal Capital o -808 -977 -1,21~ -1,598 -2,097 -2,163 -2,449 -2,651 -2,872M! -4,599 -6,696 -16,831 
Phase Down DSH (20% reduction) o -l12 -370 -1,006 -1,097 -1,196 -1,304 -1,422 -1,551 -3,781 -9,750 
Cash Lag During GME Funds Transfer o -61 -92 -191 -264 -336 -414 -499 -591 -l~:~i III1 -2!~~ -944 -3,139 
Extend OBRA93 SNF Update Freeze o -63 -150 -188 -204 -218 -233 -249 -266 -823 -1,855 
Prohibit PPS Exemptions for New LTC Hosp -20 40 -70 -100 -130 -170 -220 -270 -320 ~~~ 11111 ~~6 -530 -1,710 
Part A Interactions o o 26 109 203 311 358 399 445 498:f:j 338 647 2,349 
Extend HI Tax to All State/Local Employees o -1,595 -1,590 -1,485 -1,470 -1,360 -1,340 -1,205 -1,055 -7,500 -12,000 
PART A - Costs ~I .6,: 
Medicare Dependent Hospitals (ends FY99) 40 50 50 .50 10 o 0 o o 200 200 
Rural Transition Grants (authorization; non-add) 30 30 30 30 30 o 0 o o o,,::::.~ 150 150 150 

Part A Sub-total 20 -3,593 4,492 -6,149 -7,341 -_-::-8,6=3""0 -9,302 -10,210 -10,995 -30,187 -72,547 
PART B· SavingslReceipts 
Use Real GDP in MVPS for Physician Services o o -258 -803 -1,606 -2,477 -3,305 -4,206 -5,301 ·2,66' -5,144 ·24,545~:I 
Eliminate Formula Driven Overpayment -765 -1,012 -1,333 -1,760 -2,346 -3,181 4,224 ~5,480 -7,057 . -10,397 -36,244 
Competitive Bidding for Lab Services '47 -236 -266 -298 -333 -373 419 -471 -531 -1,553 -3,573-9~~~~11!1!l: ~~~;i~
Competitive Bidding for Oxygen/MRl/CT -31 -155 -172 -189 -206 -224 -244 -267 ·292 -977 -2,099 
Extend Part B Premium at 25% of Costs (net) o 542 1,432 2,116 1,504 154 -1,368 ·3,267 -5,589 -7,230~i!~ 5,594 5,748 -11,706 
Income-Related Part B Premium o -10 -1,730 -1,230 -1,660 -2,010 -2,470 .3,030 -3,700 4 520:m -4 630 -6,640 ·20,360

:m~~i~~PART B - Costs I I 

Incentives for Physicians for Primary Care o o o o 000 o o o o o 
Prohibition on Balance Billing o 118 195 ~13 230 248 268 289 312 756 1,004 2,210 
Payments to Eye/Ear Specialty Hospitals 2 3 3 o 000 o o 8 8 8 

._Payments for MD Assistants/Nurse.Practitioners .0_ o 100 170 210 . 250 310- 380 470 480 730 2,476 
Part B Sub-total -841 -2,029 -1,781 -16,052 -21,688 -9,608 -17,221 -93,839--:-=:::- -7,613 

PARTS A and B - Savings \ 
20% Copayment for Home Health Services -201 -2,237 -2,661 -3,240 -3,513 -3,820 4,144 -4,495 -11,339 ·14,852 -32,186 
Extend OBRA93 Medicare Secondary Payer o o o -1,219 -1,788 -1,906 -2,131 -2,163 -1,219 ·3,007 -11,510 
HMO Payment Improvements -30 -90 -165 -250 -350 -400 -440 -490 ·540 -885 -1,285 -3,350 
Reduce Routine Cost Limits for HHAs o o -292 -SST -669 -732 -800 -876 -956 ·1,512 -2,244 -5,925 
Expand Centers of Excellence o -100 -110 -90 -80 -60 -30 -10 o -380 -440 -480 
PARTS A and B - Costs 
Repeal Medicare/Medicaid Data Bank 57 154 347 if 946 946 946 

Parts A and B Sub-total -174 -2,273 -2,881 -3,50~ -5,558 -6,493 -6,9% -7,651 -8,154 -14,389 -20,882 -52,505 

HCFA Proposed Additions (7/21/94): 
Lower MSP Threshold from 100 to 20 employees o o o -176 ·236 -303 -342 -266 -392 -412' -715 -2,135 
Extend'ESRD Secondary Payer to 24 months o -84 -119 -127 -140 -154 -169 -186 -205 470 -624 -1,409 
Reduce '1995 Phys Fee Update (-3%; exempt PC) -252 416 -458 -499. -540 -583 -629 -680 -735 ,....... -2,165 -2,748 -5,586 
Correct MVPS Upward Bias (eff. FY95 MVPS) o o -20 -iui ·910 -1,880 -2,770 ·3,600 -4,490 -5,480i::::::: -1,140 -3,020 -19,360 

" U 
MEDICARE TOTAL, including HCFA Additions -1,247 -7,116 -9,999 -12~5, -18,932 -25,656 -31,660 . -38,645 -46,659 -55,022I!iiil -49,739 -75,397 -247,3811 

Possible Addition to Reach Savings Targets 

Reduce Payments to High-Cost Medical Staffs o o o -524 -804 -763 -820 -937 -971 
 .9521 ·1~28 ·2,091 ·5,771 

MEDICARE TOTAL, including all Additions -1,247 -7,116 ·9,999 -12,969, -19,736 -26,419 -32,480 . -39,582 -47,630 -S5,974:m] -51,067 ·77,488 -253,1521 



MEDICARE OPTION - SAVINGS AND COSTS
OPTION C ~ HCFA Revised 7/22/94 21 :26 

Estimated CBO scoring 
All estimates are preliminary and unofficial 

($ millions, by FY) 
!,j:~:~: 5-yrTotal 6-yrTotal lo..yrTotal 

PROVISION 1995 _ 1997 1998 2000 2001 2002 2003 2004m~~: 1995-1999 1995-2000 1995-2004 

HCEA Prol?osed $25 billion Add'! Package 
Hospital Update at MB-2 (FY2001-2004) o o 0 0 0 0 -1,896 -4,340 -7,128 
Reduce DSH Additional 5% (total = 25%) o -28 -93 -252 -274 -299 -326 -356 -388 1O~~:1 -64~ _9~2~~:; 
Part A Interactions o o 0 0 0 0 200 200 200 2oo:::::~i: 0 0 800 

Additional Package Sub-total o -28 -93 -252 -274 -299 -2,022 -4,496 -7,316 -10,631~~~~~~~~ -647 -946 -25,411 

TOTAL, with HCFA $25 billion additions -1,247 -7,144 -10,092 -13,221 -20,010 -26,718 -34,502 -44,078 -54,946 -66,6051":",11 -51,714 -78,434 -278,5631 


