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WHAT WILL E{APE’VN IF WE PASS BOB DOLE'S P’LAN
INSTEAD OF A UNWERSAL COVERAGE PLAN ?

° Mlddle C}ass Amemans Wﬂl Be Left ()ui
» - Small Busmesses Will Pay More

e ;-Guvernment Costs Will Rige
2o Insurance Reforms Won't Work
s -Cost Shifting Will Continue
« The Number Of Umnsured Wi]l Cuntmue Ta Kncrease

[X-_Middle Class Americans ‘wm Be Left Out

¢ Without umvexsnl coverage, "health i mxuranee covera ga wou!d pmbably be more
limlted for mxddle income people than thc rich or poor.” L{‘_BQ, 5/94,pp.17,20) '

'« Partial solutions will lenve 24 million Amencana, more than two ’thn*ds of them in

middle class working families, without coverage. Their taxes will pay for health
care for millions of others who do:not work, but they won't be able to get coverage for
themselves, [Based on CRO, 7/93; CHO 594; Alain Enthoven, Bealth Affaes 1993)

o "Already, the. fracuon of adults who work but have no public or pnvate insnrance

‘has risen to 17.5% in 1992 from 15.3% in 1988, the Census Bureau says. And
employment is growing fastest in industries that tend not to offer health insurance.”
) ["I-!ealth-Care Inaction Can Cmy a High Cast Mﬂﬁﬂmﬂmﬁh 6/2 7i94} v

12, Small Busmesses Wﬂl Pay More

o The high cost of insurance is expected to cause 30% of smnll bnsinesm currently
prcmdmg insurance to drop covepage in the years ahead. “This will further raise -
premiums for the smallest compames that do provide. [Hmkh.&ﬁ'mrs. Sprmg 1992]

« "By using their clout with health care prov:ders to demand lower costs, bxg cmployexs
help squeeze out inefficiencies. But they also stop helping hospitals care for those
with no insurance or with government. insurance. Those costs won't disappear,

"however. As big companies shed them, insurance premiums for smaller
employers will be forced up.” ["Health care Inaction Can Carry o High Cost,* The Wall
Street Journal, 6/27/94) . - T
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1a. GavefnmantCasts Wiﬂ"Risa |

e "Today, many who lack'i insurance snll get health care if they get sick cnough, either
through federal or local government programs or through charity. But as employers
.. -+ :gqueeze the health system harder and the number of uninsured grows, free care
. -probably will be harder to find; and the quality is likely to deteriorate. And the
sgoverpment's: costs, from the Medicaid program for the poor to emergency rooms at
- ‘rounicipal. hospitals, will climb." ['?:‘eakh care Inaction Con Canry 4 High C‘osl. " The Wall
Si:csilaumsLé/Z?/M} '

- "Most of the pendmg healﬂ1~reform plans would [require goverament o] spmd tens
of billions of dollars a year so low-income families or their employers can afford
insurance." ["Health-Care Inaction Can Camf a High Cost, " The Wall Sweet Journal, 6/27/94]

o "The social and economic consequences of once again retre:anng from far-reaching
reform are clear: more uninsured Americans and higher costs for the government."
["Health-Care Inaction Can Carry a High Cost,” The Wall Street Journal, 6/27/94)

'4.4Insui'.anceReforms’Won‘t Work

o . "Universal.coverage is not only a fair and noble objective, consistent with America's
-values: it is also essential if bealth care markets are to work well." [Editorial Page,

The Washington Post, 6/16/94]

o "t will be nearly impossible without universal COVEFREE ... to outlaw the common
industry practice of refusing to cover people with known medical problems, so~

called pre-existing conditions." [Wall Street Jounal, 6/15/94]

o According o a new study by Families. USA, under a partial solution over one
‘million Americans a month will still lose their insurance. [Femilies USA Special
‘Report, 6/94,p.1] ‘
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[8. Cost Shifting Will Continue

‘s © "Reonomically, universal coverage i8 essential to bringing health care cost increases
" .umder control; so long as willions of Americans remain underinsured and
" uninsured, cost shifting will continue, leaving 2 mechenism for unwartanted price
inﬂaxion in bealth care." (S Tibune, 6/16/34)

N “ank of full coverage leads to cost shxfting from those who do not pay and those
who provide free care, to those Who do pay for health insurance ,.." [Alein Buthoven,
Health Affairs, 1993)

o  When the uninsured can't pay their bills, hospitals shift these costs onto people with
private insurance — at a rate of npprommntelv $25 billion a yeay. [CRO, 5/93]

o "We cannot have real savings and malmst containment without universal
enrollment. Such enrollment is not a weleome bonus delivered with cost
containment dollars; it is what makes cost containment possible. Only with
universality can we eliminate the practice of making patients with insurance pay the
medial costs of those without it." [Rashi Fein, Medical Reonomigs, Hervard University]

s ""It is the experience of every industrialized dcmocracy with 2 paiverssl health
insurance program that cost control becomes casier when the plan is universal, not
harder.., that counse! currently offered by critics -- go slow in adding new benefits

until we can assure everyone that the savings are real «» ig advice that is likely to
doom the plan to failure. Universalism and cost control go hand in hand." [Ted
Marmor and Jerry Mashaw, Yale University, LA, Times, 10/7/93]

6. The Number Of Uninsured Will Continue Yo Increase

» "As big companies shed [costs], insurance premiumg for smaller employers will be
forced up. This probably will lead more of them to stop offering insurance, to limit
coverage for workers' families or to rely more on part-imers and temporary
workers who often don't get henlth msurance " ["Health-Cars Iraction Can Carry a High
C‘oxt ”The Wall Street Journal, 6/27@4]

» "By putting market pressure on providers to’cut costs, market reforms promoting
competition -~ absent universal ccverage -could exacerbate access problems,”
[Ailzin Enthoven)

-

o "The social and economic eonsequences of once again reiteating from far-reaching
reform are clear: more uninsured Americans and higher costs for the government."
["Health-Care Inaction Can Carry a High Cost, The Wall Stréet Journal, 6/27/94]
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be in p!ace for the market to functmn better will be wntten into statute,

e.g. no pre-existing condition. limitations, guaranteed issue/open

enrolilment. Other standards, e.g. new quality reporting systems, aré, not

essential to the coverage objectwe and can be phased in later, if

‘necessary.
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o o - Certifi catlon of plans for meetmg bas:c standards. This.is a
_norma! function of state msurance commissioners - '

0 Employer notification. . ‘Employers will need to be notified of
 new requirements, available plans and community rates. Assuming there
will be no mandated contribution, it will not be necessary to issue

regulations on employer contribution shares or amounts.

0 ‘Consumier information. . State governments can” make available
- . the basic information on what plans are available, their rates for
standardized coverage, how to sign up, etc. even if purchasmg
cooperatives are not available. -

0 ‘Implementation. With expedited government action on the four
essential steps above, the first phase of implementation could begin next .
-year.  After July 1, 1995, all new insurance contracts would be required to
conform to the basic healthcare reform standards. Existing contracts
, could remain in effect until their explratlon date or until January 1, 1996,

' whnchever was earher

i

2. Coverage of children The healthcare reform legislation also
involves income-tested vouchers for pregnant women‘ahd children ,
~.coverage, e.g. to 185% of poverty. Extended coverage of these populations
. is a priority for improving health and for assm;tmg Iower-mcome
families. . | .

Actions needed:

o0  Administrative capability. The core administrative structure,
forms, procedures for income-testing an above-welfare population aiready
- 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 185% of poverty |

o o Child health benefit plans. The basic benefits will be
- specified in statute, but details may need. to be added by a National Health
Board. Insurers will need to develop child-only health policies, but will -
have an actuarial base for making premium bids in their family coverage
policy data. As waell, some 31 states already have chlidren only pnvate

o+
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insurance programs

. 0 Procedures for lssuance of vouchers to. individuals and/or .
- selected health pians. These will need to be thought out and ready to go,
but there are operating models eg New York’s Chnd Heath Pius program.

o Mamtenance of eﬁort rules The federal government WI" need
to specify the assurances needed and 'information that will guarantee that
applicants are uninsured and that maintenance of effort (or non-.
‘vdtscnmmatnon) rules are being foliowed : : -

) lmplementanon With these elements in place states should :
" be able to open their programs as of July |, 1995 when other program~
elements start. ~ :

3. FEHBP One of the publicly appealing elements of reform is to make
available the FEHBP plans to all individuals in ‘the communrty-rated pools.

. Actions needed.

0  Benefit 'specification,»jcommUnity-rating'f areas, }oythern : ,
- standards. FEHBP will have same requirements as other insurers, so the |

'v ‘government actions for the non- FEHBP ‘plans, described above, shouId '
suffice.

« o - Enroliment and premiuf'n collection. Plans can enroll people
directly, so there is no need for the federal government to set up new
mechanisms for coliecting prem;ums and handlmg enroliment.

4. Health insurance purchasing cooperatives These are not

essential for a “fast start” on health reform, as health insurance plans

and FEHBP pians can offer directly. But many organizations may wish to

qualify, particularly if new community-rated plans become available next

July. Speeding up development of the cooperatwes would help to make the
‘ market work better for censumers

Actrons needed:
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o  Purchasing cooperative standards and certification. This will
be a major state oversight responsibility. - Federal regulations for a state
plan will be needed, but this can be a separate state plan, review and
approval process from’ Iengthner and more complex plans that involve the

~ spending of federal subsidy funds : :

. 5. Fast-tracking government Expediting federal actions is one of the
~ biggest problems for a “fast track” strategy. At the accepted-norm
implementation pace, healthcare reform could take several years to get
going, i.e. starting up a new National Health Board, development of
regulations and specifications for state plans, state legislative actions

. and development of state plans, pfan review and approval. Portions of this
process can be fast- tracked to get priority nmp!ementanon ‘started next

- year : .

Actions needed:

o} Natilonaly Health Board.  The healthcare reform statuts can
provide for naming an “interim” National Health Board (e.g. Cabinet
Secretaries) as soon as the bill |_s signed.

, o - Federal regulations. The reform statute can also provxde for
: nmplementatxon under expedited procedures permltted by the Federal
- Administrative Procedures Act, i.e. issuance of immediately-effective
“interim final” regulations. ' |

. o  State legislative action. Most states have their legislative
sessions starting in January; typically, these sessions last just a few
months. Some of the “fast track” items may require legislative approval,
-at least in some states, e.g. okaying state agencies to carry out the health
‘reform functions, adding staff. If the federal government missses this
short “window of opportunity” key elements of healthcare reform may be

- delayed until 1996. Thus, the basic regulations for “fast track™ elements

~that involve state act:ons need to be ready by December 1994, preferably‘ ‘
earlier.
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SUMMARY OF RECENT OPTIONS (Effects from 1995-2004)

11:47 AM (A) (B) C) (D) (&)
7.7 Plan 7.7 Plan 7.18 Plan 7.18 Plan 7.18 Plan
CR=500; exmpt<25 CR=500; CR=500; exmpt<25 CR=500; exmpt<25 CR=500;
Mandate in 2000 No Mandate  Mandate in 2000 Mandate in 2000 No Mandate
No Prem Caps  With Prem Caps No Prem Caps
Subsidies ~ 1300 1147 1077 1077 ‘885
Medicare Savings -249 -249 -250 -250 250
Medicaid Savings -544 -534 -546 -546 -518
State Medicaid MOE -225 -225 © =303 -303 °-303
PHS/AHC/GME 95 95 92 92 91
Long Term Care‘ 48 48 48 48 48
Medicare Drug 92 92 92 92 92
Subsidy Admin. * » . * .
Tobacco Tax 110 110 -60 60 60
High Cost Plan Taxu -46 -46 -97 -65 -88
Net Other Revenues -167 -167 -169 -185 -151
NETDEFICITEFFECT 193 51 116 00 254

All mandate plans share: ER mandate 50%

8% individual wage cap

8% HH income cap for 50% share
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SUBSIDIES AND INSURANCE TAKE UP FOR 7.18 OPTION (Subsidies in Billions $, Fiscal Year)

No Mandate, Subsidy Detail
{7/20/94--4:00 pm)

1997
Subs
) ’OG
Pre-M Low income vouchers L 35.5
; (£
Pre-M Outreach for Low income®’ 1.9
Pre-M MCD Transition + ‘,.\-- 2.3
Pre-M Job-Loss Cobra + g . 3.2
Pre-M PW £K % o 3.2

o\
wasPre-M Emp. who don't offer a@' 04
» /

~—

Pre-M Emp. who don't cover all 14

Pre-M Medicaid Cash Subs 16.5
OOP subsidy 2.0

%Pop
Ins

1.3-2.5

817
1.1
1-3

3-1

1998
Subs

65.7

3.5

4.4

5.8

5.8

0.7

2.6

23.1

2.0

%Pop
Ins

2.0-3.3

1.3-2.2
1.5
.14-4

.6-1.3

2000
Subs

72.6
3.8
4.8
6.4

6.4
0.8
2.7

27.3

3.0

%Pop
Ins

2.0-3.3

2-2.2

1.5

7-1.2

20Q2
Subs

60.2
3.2
4.0

54

53

08 |

2.7

33.0

3.0

%Pop
Ins

1.3-2.5

.9-1.7
1.1

.1-3

.3-1.1

2004 %Pop
Subs Ins
44.3 1-1.7
24 3
3.0 4
4.0 .71.1
38 8
0.8 .1-3
2.7 .3-1
40.2
4.0

1995-1999 1995-2004

Subs
170.4
9.0
11.3
15.2
15.1
1.9

6.6

64.6.

6.0

qus
466.7
245
31.0
41.6 —
41 .1'
5.9
20.1
231.6

23.0

Baseline Percent Insured .
Total Percent Insured

Baseline Uninsured
Percent of Uninsured Covered

Total Percent Insured with a
Mandate in 2000

85%
90-93%

. 40
35-55%

90-93%

85%
92-95%

40
52-65%

92-95%

85%
92-95%

41

52-65% -

100%

85%
90-93%

43
35-55%

100%

84%
88-90%

44
24-42%

100%



IMPACT OF PRE—MANDATE POLICIES ON COVERAGE*

R-Juk-54
02:2 ;’M
: % of Total

POLICY Number Covered Uninsured % Added To
. (millions) Covered Total Insured
' , (Base=40 mill.) Population
Low income vouchers 10-11- -~ 25-28% 3.8-4.2%
Medicaid Transition 15-2 ) 4-5% 0.6 - 0.8%
Job Loss COBRA 1.2-2.5 ' 3-6% 0.5-0.9%
Preg Women & Kids - 29-45 : 7-11% 1.1-1.7%
Empls <25, no coverage ‘ 0.8-1 » 2-3% : 0.3-0.4%
Empls with partial coverage 17-3 A 4 -8% 0.6-1.1%
Other insurance reform 1-2 3-5% 0.4 - .8%

TOTAL ' 19-26 . 47 -65% 7 -10%

* Assumes fully implemented policies before indexing of subsidies.
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Madel 7,18.64 CR pooi 500, Exemption 25, Hard Trigger in 2000, o premium caps

or/20m4
41:07 PM Fiscal Years .
1996 1996 1897 1998 1999 2000 2001 2002 2003 2004 1996-1890 1995200
Outiays
Mandats Subsidies (CY, "84 §) 000 © 000 Q.00 0.00 000 11458 11807 12185 12534  129.14 0 608.78
Marndats Subsidies (CY, nominal §) 0.00 0.00 000 0.00 000 13883 14521 15410 18354 17356 0 77323
Mandaste Subsidies {FY) 0.00 0.00 0.00 0.00 000 10282 14311 15188 18118 17105 [ 72984

Pre-Mandate Low income vouchers o O 35496 657425 6815025 17.45628 0 [} [+ 0 1703888 187.8%

Pre-Mandate Outreach for Low income [} 0 1.671438 346575 J8455 0.8225 [ C 8.982688 9.91

Pre-Mariate MCO Transition « ] 0 2352036 435775 458325 1.1507% 0 0 0 0 11.26304 12.45

Pre-Mandate Job-L.osg Cobra + ] 0 3141 581685 81175 1.548 [ ] [ 0 15075 16.82

Pre-Mandate PW+K D 0 3.132 58035 6.1085 1.548 [} [ [ 0 15044 16.5¢

Pre-M Emp. who don't offer 4] 0 0397888 07385 077675 01865 0 [} 4] 0 1912938 n

Pra-M Emp. who dont cover afl 4] 0 1330313 24885 260275 0858 [+} [+} 4] 0 6401563 7.06

Pre-M Madicaid Cash Subsidies ] 0 1848453 23.12767 24.95157 6.834788 : 84.54377 7138

OOP subsidy 0 ¢ 2 2 2 3 3 3 4 4 8 23.00

Total Net Subsidies ] 0 661859 1135207 119.9381 1350837 145111 1548771 1651802 175.053 299.6426 1076.85
Medicaid 4]

Basaline 064 108.2 1218 136.3 1522 1704 1908 2138 238 278 81486 1606.10
Acute . 0
DSH : ]

4]

Proposed Savings 0 [ 248 502 58.3 633 74.2 837 924 1013 1311 546.00
Acute 0 [ 178 404 = A58 51.8 578 844 713 78.4 1038 427.30
DSH 0 [+ 87 88 107 1.8 164 183 211 29 272 118.70

MOE D] 0 211 06 338 .6 8L 434 47 §1.1 853 303.30
State Acute MOE [¢] ] 182 278 306 334 4 386 429 466 777 27680
State DSH MOE [+ 0 19 27 3 3.2 a5 38 41 45 78 26.70

Net Proposext 964 1082 96.9 88.1 959 107.1° 11686 120.9 146.7 1883 483.5 1150.10
Acute : ! ]

OSH ’ 4]

: Q0

Medicare . [+
Baseling 158.1 176 194 2131 23686 26086 289.1 21 357 3878 876.7 2602.60

PartA 1]

PantB -0

Premiums [

Proposed Savings 1.864 6875 9.864 14538 211380 26438 3170 38407 45793 53482 54 .38 25030

Part A [

Pant B [+]

Premiums 0

- Net Propossd 158.136 169.125 1841368 204862 226661 247264 27111 207393 326.907 361108 94072 2444 50

Part A 0 0 ¢ [ 0 ] [+ 4] 4] [} o 0.00

Pant B [+] [+] 0 3} [ ] [1} [+] [ [+} 1] 0.00

Premiums 0, 0 [} 0 0 0 "0 0 Q 0 [+] 0.00

0 0.00
Qther Federsl Programs o

Baseline 0 [ 0 ] 1] [ ] <0 o o 0 0.00
PHS ’ 0
FEHB,DOD,VA ) ]

AHC ) 0

Net New Proposad O 0383333 7.011905 10.30333 11.2639 1232722 1254227 12,50403 12.70994 12.88473 20.96248 91.91
PHS [} 0.00
FEHE DAD VA : 1] 0.00
AHC 728 8.22 84 1084 11172 11.7306 1231713 1293299 2487 83.68
target growth (cum. nom.} 107 113866 1207922 1.274359 1338077 1404581 147523 1548691 1626441 4691832 12.09
loss ime 45 - 48 53 59 - 65 74 78 86 148 50.50
GME+ -« 405 6.4 6752 70896 744408 7.816284 8.207008 8617453  17.202 5638
less dme 22 2.3 25 28 28 29 31 33 7 2170
HS Infrastructure 1.3 - 13 13 13 1.3 1.3 13 13 39 10.40
Biomed (1/7 of 1.75%) 0.00 073 110 1.23 1.41 1.54 1.66 1.7¢ 1.81 2057143 11.37

wiC 0 0383333 0.383333 0.383333 0.383333 0.383333 0.383333

New Programs [+ 4] o] 79 152 185 188 22 271 R4 231 140,60

LTe [} 0 L] 18 28 3s -1 83 114 154 47 48.40

Medicare Orug [¢] 0 [+ 6.1 122 128 138 147 15.7 186.7 18.4 92.20

Subsidy Administration 105 0828 105 kX:] 3825 4135 5.325 5.025 5475 6.15 1085 38.75

075 14 1.1 14 52 5.1 55 71 &7 13 82 14.2 48.00

Net Outlay Deficit Effect A1.96 £49 1783 3639 3536 3847 3156 2467 1080 1443 80.92512 208.76
. 4]
REVENUES . 0
[

Tobaccn 12 68 8.7 6.7 68 66 65 65 64 64 28 80.40

Experiance Rated Plan Assessment” 41 6.1 68 52 47 51 55 59 16.8 43.20

High Cost Plan Assessment - 0 06 13 - 24 82 13.1 17.2 234 30.6 43 96,80

1.75% for AHCGME ¢ 51 77 (X3 88 10.8 116 125 134 214 79.60

Cafstaria Plan Restrictions k31 55 , 87 12.8 159 17 184 19.9 187 99.50

MISC JCT ) . '

MISC OTA 0.2 06 0.7 07 07 09 1.2 1.2 -1.3 -22 -7.50

Net Change in Tax Expenditures (s.e.) 06 £7 1.2 1.3 -14 1.5 1.3 1.4 1.5 1.5 52 9.40

Indirect Tax Effacts ’ 1.7 33 4.1 0.6 -1 Q05 0.8 L8 9.1 8.60

Modicare Pt B Recapture® (incl. HI) 18 31 28 28 27 27 27 28 3 10.7 2480

Madicare Hi tax on S&L employees ] 0.00

) ' o 0.00
Net Revenue Deficlt Effect 06 59 -15.8 225 +26.3 357 431 492 £7.2 £9.7 719 -326.00

Net cther revences (et net - 160, - hep) 08 09 £5 145 473 209 235 255 274 227 288 -168.80

NON-ADD: Tax Expenditures . R 4]
bassling 84.7 824 83.8 107.4 117 1273 1378 1482 1815 174.5 501 1251.30
propoged 65.3 831 100.7 1087 118.4 1288 139.1 1508 163 173 506.2 1260.70

Net Overall Deficit Effect 2564 -123917 1633805 . 13.896 9.060977 2774931 -11.5367 -24.3258 -37.4020 -55.5742 9.825119 -118.24
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1998

Outlays
Marciate Subaidies (CY, 84 §)
Mandate Subsidies (CY, nominal $)

Mandete Subsidios (FY)
Pro-Mandate L ow income vouchers
Pro-Marxiate Outreach for Low income
Pro-Mandate MCO Transition +
Pre-Mandats Job-L.oss Cobra +
Pre-Mandate PW+K
Pre-M £mp. who don't offer
Pro-M £mp. who don't cover all
Pre-M Medicaid Cash Subsidies
OOP subsidy

Total Net Subsidies

0.00

o
8

[=]
SO0 OG0 0O as

Medicald

Baacline

Acse

T DSH

Proposed Savings 11
Acite [}
OSH 4]
MOE [}
State Acute MOE [}
State DSH MOE 0

Net Proposed
Acute
DSH

Medicare
Baseline
Part A
Part 8
Premiumns
Proposed Savings
Part A
PartB
Premiums
Net Proposed
Pant A
Pant B 0

1.964

158.136
0

Promiums N 0.

Other Federal Programs

Baseline 0
PHS
FEHB,DOD.VA
AHC . .

Net New Proposad [+
PHS
FEHB,DOD.VA
AHC

target growth {cum. nom.)
iass ime
GMEs *
{ess dme
HS Infrastructurs
Biomed (1/7 of 1.75%)
wic
Kew Programs
LTC
Medicare Drug
Subsidy Administration 1.
078 1.4

Net Outiay Deficit Effect

REVENUES

Tobaccn .
Experience Ratad Plon Assessment*
High Cost Plan Assessment
1.75% for AMCIGME
Cafeteria Plan Restrictions

. MISC JCT
MISC OTA
Net Change in Tax Expenditures (5.0.)
indirect Tax Effects
Medicare Pt B Recapture® {incl. HI}
Meodicars Hi tax on 58U employees

Net Revenue Deficit Effect
Nt other revenus {ret net - tob. - hep}
NON-ADD: Tax Expenditures
bassline

propased
Net Ovaerall Deficit Effect

1.2

4.8

08
08

847
853

-2.584

Flscal Years
1998 1997
0.00 0.00
0.00 0.00
0.00 0.00
0 3549
0 1,871438
0 2.352038
0 34
[ R )
0 0397688
0 1.330313
0 16.48453
0 2
0 66.1850
1082 1218
0 246
0 179
o 87
0 211
0 192
[ 19
108.2 6.9
176 164
8675  0.864
169.125 184136
0 0
0 o
0 0
0 0
0383333 7.011805
7.28
107 113955
45
4.05
22
1.3
0.00 073
0.383333 0.383333
0 0
0 0
[ 0
0.6825 1.08
1.4 14
849 1763
88 67
41
0 08
0 51
a5
62 06
07 1.2
17
1.8 a1
S8 158
09 85
924 95
831 1007
-12.3817 1.833809

1998

0.00
0.00
0.00
85,7425
3.48575
4.38775
56185
5.8035
0.7385
2.4685
23.42767
2
113.5207

1363

50.2
404

98

308
218

27

86.1

2131

14.528

204.662

10.30333

822
1.207923
48

64

23

13

110

78
18
61
18
52

35.39

87
6.1
1.3
77
55

£47
<13
33
28

-225
148

1074
108.7

1999 .

0.00
0.00
0.00
69.15025
3.6455
4.58325
6.117%
6.1085
0.77675
260275
24.95157
2
119.8081

1522

5.3
458
107

38
308
3

859

2355

21.138

226.661

11.2638

94
1.274358
53
8.752
25

13-

123
0.383333
152

29

123
3.825

5.1

35.36

68
66
- 24
88
87

07
-1.4
41
28

-263

-17.3

17
1184

114.58
136.83
102.82
1745625
0.8225
1.15875
1.548
1,546
0.1965
0.659
5834768
3

135.9837

170.4

833
518
118

%8
a2

1071

2608

12.3557¢

10,64
1.338077
59
7.089
28

13

144
0383333
18,5

s

129
4125
55

38.50

86
53
5.2
10.1
12.2

47
15
2.5
27

34.4
228

1273
1268

13.886 9.060977 4.103502

CR Mm,mu.nmvmum. WITH premium caps

2001

118,07
145.21

14311
-0

[
0
0
0
]
0
3
1

148.11

180.8

742
578
16.4

%3
a5

1166

2891
3179

271.14

1259641

11172
1.404581
. &5
7.44408
28

13

160
0383333
188

5

136 -

532§
7.1

31.82

6.5

v 49
6.4
1.2
153

0.9
-13
18
27

411
262

1378
1391

2002

12165
154.10

151.88
o

(2] CoCOC OC

154.677

-

2136

8.7
64.4

193

434
39.8
38

1209

211

38,407

287.383
0
1]
0

1257546

11.7306
147523
71
7.816284
9

13

1

3
8.3
147
5.025
87

24.95

8.5
53
1.5
121
183

-1.2
1.4
28
27

-46.6
-28.8

1482
1508

2003 2004 19951998

125.34
183.54
161.18

(-]

a OQCOO OO

165.1802

2391

2.4
713

214

47
429
41

148.7

357

45,793

326.907

12.78708

1211713
1.548601
78
§.207098
3.1

13

1.64

274
1.4
1587
5475
73

19.85

6.4
57

129
175

1.2
. 14
38
28

-53
318

1815
16828

129.14 o
17356 0
171.05 o
0 170.3888
0 8982688
0 1120394
o 15075
0 15044
0 1912038
0 6.401563
64.54377
4 8
175.053 2096426
o
W76 8148
o
o
o
1013 1311
784 1039
28 22
51.1 853
w8 777
45 78
1663 4835
: 0
0
0
0
78 9787
53492 54

361108 9407

o

o

0

o
12.93615 26.06248
6
o
1293200 2487
1.626441 4691832
86 146
8617453  17.202
33 7
13 38
198 3.057143
321 231
154 a7
187 184
815 1085
8.2 142
1420 8092512
0
0
0
6.4 28
6.2 168
202 43
139 214
188 157
18 22
15 52
45 21
3 107
o
o
841 714
75 388
o
1745 501
178 5062

-9.47954 216544 -33.1458 -49.0028 9.825119

VOOOOQOOOOI_UOOOgOOﬂ

1995-200

608.79
77323
72884
187,89
8.91
1245
18.82
18.5¢
m
7.08
71.38
23.00
1076.85

1696.10

546.00
427.30
11870

303.30
27660
2670

1150.10

280260

250.30

2444 50

0.00
0.00
0.00

0.00

92.20
0.00
8.00

8366

12.08

50.50

2170
10.40
1168

140.60

82.20
3575
48.00

210.05

60.40
44.20
6460
61,80
8580

4.40
-12.30
2480
2460
0.00
0.00
-310.30
-18530

1251.30
126380

-100.25
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Outiays
Manctate Subsidies (CY, 84 8)
Mandate Subsidies (CY, nominal 3)

Mariate Subskiies (FY)
Pre-Mandate Low income vouchers
Pra-Mandate Outreach for Low income
Pra-Mandate MCD Transition +
Pre-Mandate Job-Loss Cobrg +
Pro-Mardate PW+K
Pro-M Emp. who don't offer
Pre.M Emp. who don't cover ail
Pro-M Madicaid Cash Subsidias
OOP subsidy

Total Net Subsidies

Medicald

Bassline
Acute
DSH

Proposed Savings
Acute .
DSH

MOE
State Acute MOE
State DSH MCE

Net Proposed
Acute
DSH

Medicare
Baseline
Part A
Pan B
Premiums
Proposed Savings
Pan A
Pan 8
Premiums
Nat Proposed
Pan A
Part 8
Premiums

Other Federal Programs
Basaeline
PHS
FEHB.DOD VA
AHC
Net New Proposed
PHS
FEHB DOD VA
AHC
grgel growth {cum. nom.)
loss ime
GME+
lass dme
HS Infrastructure
Biomed (177 of 1.75%)
wiC
New Programs
LTC
Medicars Orug
Subsigy Administration
075

Net Outlay Deficlt Effect

REVENUES

Tobacco

Experienca Rated Plan Assessment”
High Cost Plan Assessmant

1.75% tor AHC/GME

Catateria Plan Restrictions
MISCJCT .

MISCOTA

Net Changs in Tax Expenditures {5.0.}
tndirect Tax Effects

Macdticare PL 8 Recapture® {ind. HI)
Madicare Hi tax on S4L employees

Net Revenue Deficit Effect
Nat other revenue (net net - Bb. - hep)
NON-ADD: Tax Expenditures

baséiine
proposed
Neat Overall Deficit Effect

1968

0.00
0.00
0.00

[- %] > CDOOVBOC OQ O

o oo

1588.1

1.964

156.136

0.6

0.6
ce

847
85.3

-2.564

CR pool 500, NO MANDATE, no premium caps

Fiscal Yaars
1908 1997 1998 1999
000 000 000 000
000 ©00C 000 000
000 000 000 000
0 35498 857425 BR.15025
0 1871438 348575 38458
0 2352038 435775 4.56325
o 3141 58185 81175
0 3132 58035 81085
0 0397888 07385 0.77875
0 1330313 24685 260275
0 16.48453 23.12767 2495157
o 2 2
0 661868 1135207 119.8361
1082 1215 1383 1522
o 248 502 563
0 178 404 458
0 a7 88 107
0 211 308 138
6 182 278 308
o 19 27 3
1082 989 861 859
176 194 2131 2355
6875 9864 14538 21139
169.125 184.136 204.662 226,661
0 0 0 0
0 0 0 0
o ) 0 0
0 0 ) 0
0383333 7.011905 1030333 11.2638
725 822 9.4
107 1.13956 1207923 1.274358
45 4.8 53
405 64 6752
22 23 25
13 13 13
000 073 110 123
0.383333 0.383333 0.363333 0383333
0 0 79 152
o o 18 29
o o &1 123
0825 105 39 3825
11 14 52 5.9
848 1783 3638 3536
88 87 87 68
41 61 66
o 08 13 24
o 51 77 88
35 55 67
02 08 01 L7
07 42 43 14
17 34 42
18 31 28 28
59 158 28 264
09 85 148 T4
. 924 995 1074 17
931 1007 1087 1184
123917 1833809 - 13.786 8.960977

0.00
0.00
0.00
72.64923
3.830038
481505
8.426980
B8.418683
0B

27
27.33807
3

127.8791

1704

€3.3
51.5
18

366
334
32

107.1

260.8

12.2415

1064
1.338077
59
7.0806
26

1.3

-33
-19

1273
1288

-2.61543

2001

0.00

0.00

0.00
£66.78462
3.520856
4.426355
5908168
5900535
0B

27
30.06387
3
123.1044

190.8

701
578

12.3

-k
364
s

1207

289.1
3170

271111
0
o]
0

1242798

11172
1.404081
65
744408
28

1.3

143

0383333
188
5

138

5325
7.3

12.54

0.4

27

-38.5
-20.2

137.8
1394

-25.9576

2002

000
0.00
.00
80.14061
3.370681
3.985006
5.32038
5313518
08

27
33.00225

117.4332

2138

A
64.4
127

434
396
X

1365

3211
38,407

297.363
0
[o]

0 .

12.38974

11.7308
147523
749
7.816284
28

1.3

1.54

23
83
14.7
5028
67

£.08

85
71
155
108
132

-1.2
A7
08
27

-43.9
218

1492
1509

~49.984

2003

Q.00
Q.00
Q.00
5265302
2775844
3.48074
4.658001
4851883
08

27
36.44889

1121755

2391

844

713
131

47
429
4.1

154.7

357

45.793

326.907

12.58137

1231713
1.648691
78
8207098
31

1.3

166

274
1.4
18.7
5475
73

2534

64
1.7
212
18
138

«1.2
1.8
0.7
28

-50.7
231

161.5
1833

~76.0362

2004 19951999
0.00 0
0.00 0
0.00 o

4425381 170.3868

2333041 5.082688

2833058 11.26304

3914857 15075

3609890  15.044

08 1.912538

2.7 6401563
4021531 8454377
4 8
105.0601 2096426
0

2678 6148
0

0

0

919 1311
784 1038
135 272
§11 853
8s 77
45 76
1757 4838
0

0

0

0

378 9767
0

0

o

53492 5438
0

0

0

361108 94072
0 0

0 0

0 0

0

0

0 0

0

0

0

1273615 25.96248
9

0

1293200 2487
1.626441 4691832
86 146
867453 17202
33 7

13 3¢
1.79 1057143
321 231
154 47
187 184
815 1085
B2 142
4560 80.92512
: o

o

o

64 28

84 168
27 43
125 214
146 187
18 22
48 52
08 83

3 107

o

o

621 T3
-28 a9

0

1745 501
1763 5082
108696 9625119

1998-200

0.00
0.00
0.00
456,87
24.81
30.94
41.20
41.24
591
19.90
231.81
2300
88538

1608.10

517.80
427.30
20.60

303.30
276.60
270

1178.20

2602.60

250.30

2444 50
0.00
0.00
0.00
0.00

0.00

80.40

87.90
75.60
78.80

-4.40
-13.60
13.70
2460
.00
0.00

-151.20

1251.30
1264 .90

-253.66



Special Targeted Subsidies Under Alternative Drop-Off Assumptions

FY (No Mandate) ‘ 1985

phase:

Pre-Mandate Low income vouchers

Pre-Mandate Outreach for Low income

Pre-Mandate MCD Transition +

Pre-Mandate Job-Loss Cobra +

Pre-Mandate PW+K

Pre-M Emp. who don't offer

Pre-M Emp. who don't cover all .
Total Special Subsidies

FY (No Mandate )

Pre-Mandate Low income vouchers
Pre-Mandate Qutreach for Low income
Pre-Mandate MCD Transition +
Pre-Mandate Job-Loss Cobra +
Pre-Mandate PW+K
Pre-M Emp. who don't offer
Pre-M Emp. who don't cover all

Total Special Subsidies

- phase:

COO0OO0OO0OOCC

cCooo0o0OoO

1996

[« welollelle o]

cCooco0o0O .

1997
0.75
355

19
24
16
3.1
0.4
13
46.2

0.75
355
1.9
24
16
3.1
0.4
1.3
46.2

1998

65.7
35
4.4
2.9
58
0.7
2.5

855

657

35
4.4
29
58
0.7
25
85.5

1999

69.2
36
456
31
6.1
0.8
28

89.9

69.2
36
46
3.1

6.1
0.8
26

89.9

2000

7286
3.8
4.8

32

6.4
08
27
94 .4

728

3.8
48
32
6.4
0.8
2.7
94.4

2001
0.875
66.8
3.5
4.4
3.0
59
0.8
2.7
87.1

76.3
4.0
5.1
3.4
8.7
0.8
2.7

99.0

2002
0.75
60.1

3.2
4.0
2.7
5.3
08
27
78.8

80.2

4.2
5.3
35
71
0.8
2.7
103.9

2003
0.625
52.7
28
35
23
4.7
0.8
2.7
69.4

84.2

4.4
5.6
3.7
7.4
0.8
2.7
108.9

2004 1895-1999

0.5

443

2.3

29 -
2.0

3.9
08
27

58.9

88.5

47
59
3.9

78

11

0.8
2.7
4.3

170.4
9.0
11.3
7.5
15.0
1.9
6.4
2216

170.4
9.0
113
7.5
15.0
1.9
6.4
2216

1995-2004

466.9
2486
30.9
207
412

. 59
19.9

810.1

572.3
30.2
37.9

253

50.6
5.9

- 199
7421



Adjustments for premiums sans growth and HCPA |

Mitchell 7.18.94

benefit package
demographics

cost-sharing for AFDC
AHC/GME add. to HSA

Risk adjustment across pools
NET PREMIUM ADJ.

benefit package
demographics
selection (voluntary)
cost-sharing for AFDC
AHC/GME add. to HSA

Risk adjustment across pools

NET PREMIUM ADJ.

500 CR

0.92

1.02

1.01
1.0025
0.985
0.935901

500 CR

0.92

1.02

1.04

1.01
1.0025
0.97705
0.965481

Post-Mandate
500 ER

0.92
0.98 ‘
1.01 =% PIReCT Faotrf co5T
1.0025
1.015
0.926586

Pre-Mandate
500 ER

0.92
0.98
1.02
1.01
1.0025
1.02295
0.95252



Final premium paths
year

baseline real premium growth, per capita
Mitchell/Bradley target growth 7/18

CR target path (net premium adj. = 1)

CR/ER actual, baseline - 1

CR/ER actual, baseline - 1/2

net potential add for HCPA, CR vs. baseline-1
net potential add for HCPA, ER vs. baseline-1/2

Mandate in 2000 (no caps)
CR Target

CR actual (w/ tax)

ER actual (w/tax)

No Mandate Ever (no caps)
CR Target

CR actual (w/ tax)

ER actual (w/tax)

Mandate in 2000 (w/caps)
CR Target

CR actual (w/ tax)

ER actual (witax)

1995

1.050595
1.050595
1.050595
1.050595
1.050595
0

-0

1.01433
1.01433

1.000713

1.01433
1.01433
1.000713

1.01433
1.01433
1.000713

1996

1.051587
1.051587
1.104793
1.094287
1.09954
0

0

1.066657
1.056513
1.047334

1.0686657
1.056513
1.047334

1.066657
1.056513
1.047334

muttiples for CBO premiums, $1994

1997

1.051587

1.03
1.137936
1.139795
1.150764
0.000571
0.005547

1.098656
1.100736
1.0989

1.098656
1.100736
1.0989

1.098656
1.100736
1.0989

1998

1.048611
1.025
1.166385
1.183804
1.20085

0.00515

0.006242

1.126123
- 1.145516
1.14705

1.126123
1.145516
1.14705

1.126123
1.145516
1.14705

1999

1.048611
1.02
1.189712
1.229512
1.253325
0.01133
0.007919

1.148645

1.192735

1197777

1.148645
1.192735
1.197777

1.148645
1.192735
1.197777

2000

1.047619
1.02
1.213507
1.275765
1.306741
0.01708
0.007593

1.135722
1.20253
1.214604

1.171618
1.240267
1.248493

1.135722
1.174587
1.174103

2001

1.044643

1.02
1.237777
1.319961
1.358544
0.021792
0.006613

1.158437
1.246249
1.262114

1.19505
1.285294
1.297347

1.158437
1.218981
1.218207

2002

1.043651

1.02
1.262532
1.364379
1.411052
0.026126
0.006285

1.181606
1.289987
1.310604

1.218951
1.330345
1.347198

1.181606
1.261393
1.260381

2003

1.052

1.02

1.287783
1.421683
1.477372
0.032964
0.009026

1.205238
1.347037
1.373425

1.243331
1.38909
1.41174

1.205238
1.304143
1.302922

2004

1.049
1.02
1.313539
1.477128
1.542376
0.038762
0.008046

f 229342

1.401827

1.433167

1.268197
1.445521
1.473168

1.229342
1.359142
1.357576
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Benefit Package o HSA - 8% actuarial value;
' premium path through time attached

Community Rating Pool : Individuals and firms of <= 500 are in the
' community rated pool. There is no opt in

‘ for firms over 500. '
0000

Transition Policies: Pre January 1, 2000
Measures to Voluntarily Increase Coverage

See Prose Description of Policies, Attached (A1)

Mandate Policies: 1/1/2000 and Beyond -

Specifications of the Mandate 50% employer mandate on firms of 25
’ workers or more.

Individual mandate on individuals/families
Switch to Per Worker Premium

‘Employer Subsidies 8% individual wage cap on employer’s

' 50% share. Employers in the community
rated pool are subsidized on the community
rated premium mean; employers in the
“experience rated pool are subsidized on the
minimum of the experience rated pool
mean and the community rated pool mean.




-

Household Subsidies

Workers are subsidized on marginal rate
schedule (attached, A2) for household’s .
50% share. These special subsidies phase-
out at 200% of poverty. In addition, no
family pays more than 8% of AGI for their
family 50% share.

Non-workers and workers who are "carved-
out” are also subsidized on the "employer"

-50% share, according to another marginal

rate schedule (attached, A2) which also
phases out at 200% of poverty. Non-
workers’ reference incomes- are non-wage
AGI; carved-out workers’ reference
incomes are AGIL.

Experience Rated Plan Assessment

Experience rated plans with premiums
below those in the community rated plans
will pay an assessment into the community
rated pool. For modelling purposes, we
assume that this assessment has the effect
of reducing the adverse selection
differential between the experience rated
and community rated pools with an
effectiveness of 75%. See adjustment in
mandate premium path as well.

High Cost Plan Assessment

See detailed explanation, attached (A3).
Included in the premium path.

Tobacco Tax

Same level as HSA

Medicare Savings

Same as in Finance Mark
No drug benefit :
Long term care benefit (show separately)

Medicaid

Non-Cash: "In" - treated like all other low
income units.

AFDC Cash: "In" - treated like all other
low income units.

SSI Cash: "Out"
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Beginning In 1997, e series of reforms will be Implemented to expand coverage of
the uninsured.

TRANSITION PERIOD POLICIES: JANUARY 1, 1997 TO JANUARY 1, 2000

I SUBSIDIES FOR LOW-INCOME FAMILIES

in general. Low-Income individuals and families will receive a subsidy worth a
fixed percentage of the average premium. For those below 76% of the Federal
poverty level, these subsidies will be equai to 100% of the premium. For persons
with incomes between 75% and 200% of poverty, the subsidies will range on @
sliding scale from 100% to O.

To maximize participation, individuals determined to be presumptively
eligible for 100% subsidies would be automatically enrolled at point-of-service.

Extra protections.

Cash assistance recipients. Cash assistance recnplents recelve 100%
subsidies.

Former non-cash Medicaid eligi’bles. Eliminate program as of January 1,
1997. For those medically needy and other non-cash recipients (i.e., other than
pregnant women and kids and those enrolled for transition benefits picked up
elsewhere) as of January 1, 1997, purchase insurance coverage for 6 months.

People leaving welfare for work. As former welfare reciplents, these people
would receive 100% subsidies not only for one year, as under current law, but for
two full years.

Women and kids. Pregnant women and children under age 19 with Incomes
up to 185% of poverty would be eligible to receive 100% premium subsidies. For
those with incomes between 185% and 240% of poverty, the subsidies will range
on a sliding scale from 100% to 0. As above, individuals determined to be
presumptively eligible for 100% subsidies would be automatically enrolled at point-
of-service. (Note: Pregnant women would receive a policy covering standard
benefit package, i.e. more than pregnancy-related services covered under current
law. Pregnancy would not be treated as a pre-existing condltion )y

Temporarily unemployed, uninsured. People workmg for six months 1n a job
with insurance will receive special treatment if they lose their job (with notice
supplied by employer). Eligible persons will receive an income-related subsidy for
up to 6 months® In calculating these persons' eligibility for low income subsidies,

& Cold be {2
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AG! will be adjusted to exclude (1) unemployment compensation end (2) monthly
income up to twice the poverty level {calculated appropriate to family size).

A. INCENTIVES FOR THE EXPANSION OF EMPLOYER COVERAGE
1. Employers that Currently Offer Insurance to Some (but not all) Employees:

Emplovyers who expand coverage to their empiovees after January 1, 1997 will
recelve a subsidy for the premiums of those empioyees. The employer will pay the
lesser of 50% of premium or 8% of each newly insured employee's wages. The
employee will pay 50% of premium. . Workers with incomes under 200% of the
poverty level are eligible for subsidies described above. Subsidies that exceed the
worker's 50% share of the premium will be credited toward the empioyer’s
contribution.

2. Empioyers that Do Not Currently Offer Insurance:

In addition to #1, for empioyers with fewer than 25 workers who have not offered
insurance before January 1, 1987, the low-income subsidies available to
individuals and families will be extended to their employers. That is, an employer
will be eligible for 100% subsidies for their 50% share for workers at 75% of
poverty, and partial subsidies for their share for workers up to 200% of poverty.
Employees will be similarly eligible for subsidies for their family share. (Although
this option does not alter eligibility for subsidies, marketing to small employers by
state-established cooperatives could enhance participation.)

. INSURANCE REFORMS BEGINNING IN 1997

1. Market Segments and Boundaries

a. Community-rated segment: Firms with fewer than 500 Workers and |ndividual

Purchasers. Firms with fewer than 500 employees, the self-employed,
individuals outside the workforce, and Medicaid-eligible individuals would be

required to purchase community-rated health coverage.

1) Community Rating Reguirements Community rated health plans could

modify their rates based on coverage category (e.g. Single, Family) and
geographic location, but rates could not vary based on health status,
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claims experience, age or other personal factors. Age ratmg permitted (2
to 1)

2) Community Bgting‘ Ar gés To supply geographic boundaries for

community-rated pools, states would establish "health care coverage
areas" (HCCAs). States would have the flexibility to create more than one
HCCA and to accommodate inter-state HCCA arrangements; however,
they would not be permitted to designate as an HCCA an area with fewer
than 250,000 residents, and they would be prohibited from sub-dividing
an MA into more than one HCCA.

Each Health Plan would be required to establish a single set of rates for
the standard benefit package applicable to all individuals and groups
within the community-rated segment of the HCCA. (However, rates for
HIPCs could be discounted to reflect administrative savings - see 3¢.
below).

Experience-rated Segment: Firms with more than 500 Employees and Other

Eligible Organizations A second segment of the market would be permitted to
self-insure or purchase experience rated coverage. This segment would be
comprised of firms with 500 or more employees, existing Taft-Hartley Plans and
rural cooperatives with 500 or more members.

Health Plan Requirements

In addition to complying with thé community rating parameters identified above, health
supplemental benefits must be priced and sold separately from the comprehensive

benefits package.

Comprehensive benefits policies and optional policies covering cost sharing
amounts must be purchased through the same insurer.

Guaranteed |§su Plans wauld be required to issue coverage to all Indmdua!s
except when:

- additional enroﬂment wou!d cause the plan to exceed approved service or

financial capacity, or -
- an individual or group did not request enroliment during the open

enroliment period.

Guaranteed Renewa! During the transition to universal coverage, plans would
be prohibited from terminating coverage except for:

. non-payment of premiums;
- fraud, or -
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- misrepresentation.

Qpen Enroliment States would establish annual open enroliment periods for .

each health coverage area. During the open enroiiment period, health plans
would be required to offer coverage to all groups and Individuals in the
community-rated market segment.

Pre-existing Conditions Health Pians would be prohibited from denying or
limiting coverage based on pre-existing conditions. Health plans can limit
coverage of preexisting conditions (for 6 months) for new enroﬂees that were not
previously insured.

Exit from the Market If a Health Pian elects not to renew or make available
coverage to an individual or group, the plan must terminate all coverage in the
HCCA after providing sufficient notice to the state and enrolled individuals. The
Health Plan would not be permitted to re-enter the coverage area for five years.

Additional Reforms

Risk Adiustment A "National Health Board" (NHB) would develop risk
adjustment and reinsurance methodologies {o address risk-related differences
between the enroliees of different health plans.

In addition, the HHS would develop a mechanism to account for higher costs in
the community-rated market due to the assimilation of nonworkers and Medicaid

recipients.

Guaranty Funds States would be required to establish guaranty funds for all
Health Plans In the community-rated market based on federal standards.

Heal surance Purchasing Cooperatives (HIPCs) individuals and groups in
the community-rated segment could purchase coverage directly from a private
imsurer or join a HIPC. If a HIPC was not available in every HCCA by 1996,
states would be required to sponsor or establish HIPCs in unserved areas.

1)  Nature and Scope of HIPC Responsibilities HIPCs would be responsible

for entering into agreements with health plans and community-rated
employers, enrolling individuals in health plans, collecting and distributing
premium payments, coordinating out-of-area coverage with other HIPCs,
and providing consumers information on health plan quality and cost.

‘ They would be prohibited from negotiating payment rates with providers,
assuming insurance risk, or engaging in other tasks outside their realm of
responsibility as established by federal and state regulation.

-
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2) Qperational Requirements HIPCs would be required to accept all eligible
individuals and employers in the HCCA. They would also be required to
provide enrollees with a choice of at least three plans, one of which must
be Fee-for-Service (FFS) and one of which must be Point-of-Service
(POS). For rural areas, Govemors could walve the requirement that three

- plans be offered as long as a FFS plan is made available. The NHB
~ would establish fiduciary standards for HIPCs.

Insurers could not form a HIPC, but could administer a HIPC as e fi scal
lntermedsary

HIPCS would be permitted to negotiate discounts with Health Plans
reflecting economies of scale in administration and marketing.

3) Employer and indjvidual Resgcggabﬂitieg Eligible employers (firms with

less than 500 employees) opting to join a HIPC could choose from among
the HIPCs in their HCCA

In order to qualify for employer premium contributions, employees would
be required to purchase health insurance through the HIPC chosen by
their employer. Employees could join any of the Health Plans sponsored
by the HIPC.

d. Self-insured Plans In general, self-insured plans must comply with the above
specified responsibilities and reforms, including empioyer and individual
premium contribution requirements, coverage of a comprehensive package of
benefits, guaranteed issue and renewal, and pre-existing condition limits.

.  UNIVERSAL COVERAGE AFTER JANUARY 1, 2000

Effective January 1, 2000, all individuals would- bé entitled to comprehensive health
care coverage. Following is a brief overview of the proposed unwarsal health care

system.
A EMPLOYER RESPONSIBILITIES

Employers with 25 workers or more would generally contribute 50% of the premium for
a standard benefit package.

Employer Subsidies To reduce the liability for low wage firms, employer contributions
would be capped such that employers would pay no more than 8% of each employee's
wages for health coverage. For community-rated plans, the 8% cap would be compared
to the community-rated mean (the average rate for all community rated standard

HHS ASPE/HP <+ NICHOLS Q006/021.
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benefit plans in the HCCA). For experience rated plans, the 8% cap would be
compared to the experience-rated mean (the average rate for all experience-rated
‘plans in the HCCA).

Exempt Employers (firms with fewer than 25 workers) that chooée to cover thelr -
employees would also be eligible for the 8% wage-cap subsidy. Exempt Employers
that opt not to cover their workers would be subject to a 2% payroll assessment.

B. INDIVIDUAL RESPONSIBILITIES

Individuals would be required to obtain health coverage for themselves and for
their dependents. They could obtain such coverage through their employer or
through a HIPC, or they could purchase coverage directly from a pnvate msurer.

Individua! Subsidies Workers with income under 200% of poverty would .be
subsidized for their 50% of premium on a sliding scale basis. No family would pay
more than 8% of their adjusted gross income (AGI) for their famlly's 50% share.

Non-workers and exempt workers WOuld also be subsidized on the employﬁr
share of premium. A different subsidy schedule would be used, but beneﬂts would
still phaseout at 200% of poverty.

IV. FINANCING

Disproportionate Share Hospital. Under current law, DSH payn{ents are made to .
hospitals to cover the costs of uncompensated care and the Medicaid underpayment.
Under this proposal, a new insurance pool would be established that would provide
subsidies to low-income individuals. As of January 1, 1997, acute care services for
Medicaid AFDC and non-cash recipients would be included in this subsidy pool and
would no longer be paid for under Medicaid. In addition, with incentives to cover
uninsured individuals, the number of uninsured would be reduced by 60 percert.
Hence, Medicaid DSH payments would be reduced proportionately.

Further, by January 1, 2001, universal coverage would be achieved, so the Medicaid
DSH can be eliminated completely. A residual Federally-funded program (VPA) would
be established to make payments to hospitals to cover costs associated with any
individuals uncovered, or the high costs of serving low-income mdrv:duals

As the DSH program is discontinued, Federal and State spending would be recjucéd.
States would be required to pay some portion of their DSH allotment as an DSH MOE'
payment as the DSH program is discontinued. [The exact DSH MOE peroentage needs

to be determined.]
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Maintenance of Effort. The States would be required to continue to contribute to the
health care needs of their low-income residents after the new insurance subsidy pool
program is established. A lump-sum maintenance of effort (MOE) would be required to
be paid by the States on a quarterly basis to the insurance subsidy pool. The amount
would be calculated based on each State's historic Medicaid spending for services
covered by the new insurance program for AFDC recipients and former non-cash
Medicaid recipients. The base year {19937) amount would be trended forward to
January 1, 1998 based on a factor (growth in national health care expenditures) to
establish the first MOE payment. This MOE payment would then be trended forward
each successive year based on a factor (growth in national health care expenditures).

In addition, the State would be requnred to pay some portion of its DSH allotment as the

DSH program is discontinued. DSH payments would be proportional to the number of

uninsured remaining during the transmon period. :
 MEDICAID SAVINGS AND MAINTENANCE OF EFFORT

MEDICARE SAVINGS |

TOBACCO TAX

HIGH COST OF PLAN ASSESSMENT'

ASSESSMENT ON NON-OFFERING FIRMS.
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Famn)? Subsidy Marginal Rates ‘
Senate 50/50 serles \’\
Single Couple _1Parent 2 parent
Poverty line: 7458 9,685 12,211 14,737
Year 2000
- Community rate <500
~ Carve-out < 25
Premium path - 1:2651 <
Composite factors 1.0000 1.4591 1.9360 1.9360
Actuarial premiums: $2,657 - $5313 $5,181 $7.040
Employer composite: 1,328 1,938 2,572 2,572
Worker rate 1: 0.0465 0.0446 0.0436 0.0429
Worker rate 2: 0.1200 0.1200 0.1200 0.1200
Composite rate 1: Q.0465 0.0446  0.0436 0.0429
Composite rate 2: 0.1456 0.1601 0.1706 0.1345
Carve-out < 50
Premium path 1.2651 ; ,
Composite factors 1.0000 1.4604 1.9498 1.9498
Actuarial premiums:  §2.657 $5313  $5,181 $7,040
Employer composite: 1,328 1,940 2,590 2,590
Worker rate 1: 0.0465 00446 00436  0.0429
Worker rate 2 0.1200 0.1200 0.1200  0.1200
Composite rate 1: 0.0465 0.0446 0.0436 0.0428
Composite rate 2: 0.1456 0.1603 0.1721 -~ 0.1357
Community rate <100
Carve-out < 25
Premium path 1.2814
Composite factors 1.0000 1.4591 1.9360 1.9360
Actuarial premiums: $2,691 $5,382 $5,247 $7,131
Employer composite: 1,345 1,963 2,605 2,605
Worker rate 1: 0.0465 00446  0.0436  0.0429
Worker rate 2: 01200 01200  0.4200  0.1200
Composite rate 1 0.0465 0.0446  0.0436  0.0429
Composite rate 2: 0.1480 0.1627-  0.1733
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: |  Family Subsidy Marginal Rates -

Senate 50/50 series
Single _ Couple 1Parept 2 parent
~ Poverty line: | 7158 9,685 12211 14737
Year 2004 |
Community rate <500

Carve-out<25 S .
Premium path . 1.4648 :
Composite factors 1.0000 1.4591 1.9360 1.9360
Actuarial premiums: $3,076 $6,152 $5,898 $8,152
Employer composite: 1,538 2,244 2,978 2,978
Worker rate 1: 0.0465 004468  0.0436  0.0429
Workerrate 2. 0.1200. © 0.1200 0.1200  0.1200
Composite rate 1: 0.0465  0.0446  0.0436 . 0.0429
Composite rate 2: 0.1749 0.1917 0.2038  0.1621

Carve-out < 50
Premium path 1.4648
Composite factors 1.0000 1.4604 1.9498 1.9498
Actuarial premiums: $3,076 $6,152 $5,998 $8,152
Employer composite: ' 1,538 2,246 2,999 2,999
Worker rate 1: 00465 0.0446 00436  0.0429
Worker rate 2 _ 0.1200 0.1200 0.1200 0.1200
Composite rate 1: _ 0.0466 0.0446 = 0.0436 0.0429
Composite rate 2: 0.1749  0.1919  0.2056 0.1835

Community rate <100 ‘

Carve-out < 25 o
Premium path 1.483635 .
Composite factors 0 .0000 1.459 1.9360 1.9360
Actuarial premiums: - $3,116  $6231  $6,075 $8.256
Employer tomposite: 1,558 2,273 3,016 - 3,016
Worker rate 1: 00465 0.0446 00436  0.0429
Worker rate 2: .0.1200 0.1200 0.1200 0.1200
Composite rate 1: .. .0.0465  0.0446  0.0436  0.0429
Composite rate 2: 0.1776 0.1947 0.2070 0.1647

——— —— r— =
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_HIGH COST PLAN ASSESSMENT

¢ Healmplamwhoscptcmmmfmthemdardbmﬁtpackagecmésmmalm
would pay an assessment.

. Fpr community-rated pla.ns, the assessment would apply as follows:

‘=~ Establish srca premium targets similar to HSA (appropriate
' ~ adjustments for volnnmry market).

-— T‘argctgmwthmesmasfollm baselmeth:ng 1996; 1997
is CPI+3; 1998 is CPI+2.5; 1999 and thereafter is CPI+2. .

=~ Health plzns whosc premiums in an arca exceeded the premium
target would pay ap assessment of 25% of the difference between
the plan's premium and the target premium.

° For experience-rated cmpioyers; the assessment would apply as follows:

- Expmcnce-rated employers arc Subjwt to an assessment based on

~ the rate of growth of their premiums (or premium equivalents).

Employers psy an assessment cqual to 25% of the difference
between the target growth rate and their actual growth rate.

—-  Growth would be measurcd based on a three year moving average
to cnhance stability. Therefore, there would be no assessment
revenue from expericnce-rated employers until year four.

Note: We still need to work aut some details here. For modelling

purposes, we suggest beginning the assessment in year four for

experience~rated employers and simply calculating it based on
. premium increases (over @ moving three year period) versus the

annual target growth rates (over a titree year peﬂod) Any
‘ altema:ivc suggasrions?

L Thc targets and assessments would apply only to premiums for the aandard beneﬁt
- package. Experiencc-rated plans (mcludmg self-funded plans) would be required to Y
establish scparate premiums (or premium cquxvalc.nts) for the standard benefits,
Regulations would specify bow the separate premiums would be calculatcdefor
experience~rated plans. ‘ . - '

Supplemental benefits would be treated as under the HSA. Generally, employer
contributions toward supplemental benefits (other than cnst—sharmg supplemcntal bencﬁts)
would be mcluded in employee incumc as of 2004.




