
RECAPTURING EXCESS FEDERAL COSTS USING 

A mGH COST PIAN ASSESSMENT 


1. 	 There are no premium caps. Health plans may charge whatever price results from a 
more competitive market. 

2. 	 To protect the federal budget from the risk of higher premiums, excess federal costs 
are recaptured through an assessment on high cost health plans. 

The assessment serves hyo purposes: To maintain budget neutrality"and to exert 
'downward pressure on premiums. 

(The federal budget is at risk for subsidy payments and tax revenue loss resulting from 
higher premiums. Higher premiums could ,be caused by windfall payments resulting 
from universal coverage --particUlarly in the short tenn -- or by a failure of 
competition to bring down premium increases over time.) 

3. 	 The assessment on high cost plans could work as follows: 

,a. 	 eas) 'ho/v:rCOr·~t;t.~ld by' al}~p~iet(9nlY i(st~!. <oJsinstate 	 P~tiO~ 
y. U (1\.1)~ '\ 1, f ec J~·11t 1tn(gge;;!l..au ~~a~}fiI' a tate 'l'he ~ pftIlli,'urn 
, (-r- / Vex e ,...the'"t epremium' in tliat ~tate. . ' 
(',.,4'} (/ 

__--- The t~rget premium for a state (or subs tate area) is based initially on current 
---- health care costs, but with added funding for the uninsured and assuming no 

windfall for providers or insurers. The target premium grows frOPl, y~ar Jo yeaI' ,'''' '," 
at pre-established rates based on reasonable expectations for a more 
competitive health care marketplace. ' 

b. 	 It could be structured in a variety of ways. Two options are: ' 

The assessment for a health plan is X% of the difference between the 
plan's premium and the target premium. 

11. 	 The assessment is applied to a plan's entire premium, but the percentage 
assessment rises by Y perCentage pOints "tor each dollar the plan's 
premium is above the target premium. 

(Note: After the first year, the assessment could be applied based on a health 
plan's rate of growth instead of its premium relative to the target premium.) 

c. 	 The assessment could be applied after the fact (i.e. lagged a year) or set 
prospectively based on bids from health plans. 

d. 	 The assessment could be administered as a tax, or as an offset to payments to 
health plans (assuming there is a premium clearinghouse or reinsurance ppol of 
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some kind). 

If administered as an offset to payments to health plans, the assessment would 
in tum be used to offset federal subsidy payments to the state (or substate 
area). 

e. 	 The percentage assessment is set nationally each year, and is calculated in 
order to recoup excess federal costs. While the same assessment percentage 
applies everywhere, it is triggered only in areas where competition is 
ineffective. If the assessment raises too much or too little revenue to recapture 
excess federal costs, the percentage is adjusted accordingly in the following 
year. 

4. 	 The assessment would apply to community rated plans, but could be broadened to 
experience rated and self-insured plans as well (with some modifications). 
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1993 

CPi 3.0% 

Nomlnal Wage Grow1h 

1994 

2.6% 

5.0% 

1995 

3.1% 

5.6% 

1996 

3.3% 

5.6% 

1997 

3.3% 

5.6% 

1998 

3.4% 

5.5% 

1999 

3.4% 

5.5% 

2000 

3.4% 

5.2% 

2.001 

3.4% 

5.4% 

2002. 

3.4% 

5.6% 

2003 

3.4% 

5.6% 

2004 

3.4% 

5.6% 

2005 

3.4% 

5.6%, 

Midsession review; June 1, 1994 
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SUMMARY 

1. Overview: 
p;' 

No mandate 

Phased-in -individual based subsidies 

tax on high cost health plans 

Hard cap on Federal health spending 

Pros Cons 

Starting small allows time to learn about how 
to manage insurance refonns 

Won't get universal coverage 

Solid fail-safe protection for the Federal 
budget 

. Very little private sector cost-containment 

Subsidies are targeted very well to low 
income households 

Premiums in the community rating pool 
are likely to be high due to adverse 
selection; subsidies might not be large 
enough to cover these higher premiums. 

Minimizes job losses Medicare program savings and no 
expansion of benefits to the elderly 

Incentives are improved for insurers and 
patients 

2. Coveragellnsurance Reforms: 

No mandate, but firms of 100+ must offer plans. 

2 kinds of groups: age adjusted community rated (limited to firms of < 100 and 
individuals) and experience rated (for all other groups). 

Voluntary purchasing pools for individuals and small businesses with 100 or fewer 
employees with community rating. 

Individuals and small groups could also join FEHB plans but would pay the 
community rate. 
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_ Groups .of firms .under. J 00, (MEWAs), .are ..grandfathered. into. their, right. to receiver 

experience rating. 


Firms with more than 100 workers will be experience rated or self-insured. 


Guaranteed renewability and limits on pre-existing condition exclusions. 


If 95% not covered by 2002, National Health Commission meets to make (nonbinding) 

recommendations to Congress on achieving universal coverage. 


3. 	 Subsidies: 

Once eligible, those below 100% of poverty receive a voucher equal to the average 
premium price in a geographic area. 

Once eligible, those between 100-240% receive a sliding percentage of the average 
premium price. 

Subsidy eligibility phased-in -- from 90% of poverty in 1997 to 240% in 2002, IF 

financing allows. . 


No cost-sharing subsidies. 


4. 	 Benefit package: 

One standard (equal to FEHB's BCBS standard) and one basic (catastrophic) 

Under 200% of poverty cannot use subsidies for basic plan 

5. 	 High cost plan assessment: 

Within each group of plans (community rated and experience rated/self-insured) the 
highest priced 40% are taxed. 

Tax rate is 25 percent of difference between the average premium in that group and 
the plan's premium. 
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6. 	 Medicaid: 

Preserved as a separate program and beneficiaries are not part of the community rating 
pool. 

State option to enroll limited numbers of Medicaid cash (AFDC & SSI) into private 
health plans. 


Growth in Federal payments is capped. 


Disproportionate share payments are phased out by 2000. 


7. 	 Medicare: 

Program savings smaller than HSA, but most of same proposals. 

Includes Durenberger bill proposals that push harder for greater HMO enrollment. 

No MediCare drug benefit or new long term care program. 

8. 	 Other Federal Programs 

FEHB remains as is, but those eligible for community rating pool are allowed to join. 

Indian Health Service, Veterans' health care, and DoD apparently unaffected. 

Outline refers to initiative to improved access in underserved areas through increased 
resources for community health centers. Specific proposals are unclear, however. 

9. 	 Tax incentives: 

Phased in deduction of health insurance premium payments for individuals. 

Deduction limited to average premium in each group. 

10. 	 Financing: 

Fail-safe mechanism funds subsidies only as other Federal health savings become 
available 
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Medicaid and -Medicare savings 

Cigarette tax increased $1 per pack 

Assessment on high cost plans 

Postal Service savings 

Medicare HI tax levied on State and local workers 

Long Term Care tax advantages and inheritance taxes are made more generous 
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< ." 'Fiscal Summary 

Changes from Baselines 

($ Billions) 

1995-1999 1995-2004 

Outlays 

Low Income 217.3 613.6 
Voucher 
Program 

Medicaid 72.4 268.9 

Medicare 77.3 252.3 

Other Federal 13.0 13+ 
Health (1) 

Revenues 

Tobacco tax (2) 

High Cost Plan 
Assessment 

Tax 
Expenditures 

Other Revenues 

Net Deficit Effect 54.6* 79.4* 

STAFF ESTIMATES. PRELIMINARY AND UNOFFICIAL. 

(1) This includes FEHB and Postal Service Effects included in the proposal. Because of 
. insufficient information, it does not include an estimate 	of the proposal's effects on 

the PHS or the cost of administering the vouchers. The proposal does not appear to 
affect VA, DOD, or the illS, so no spending change is estimated. 

(2) This assumes a $1 per pack cigarette tax starting in 1995. 



6 Year by Year Analysis of Low Income Voucher Program ($ Billions) 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Baseline 

Medicaid 96.4 108.2 121.5 136.3 152.2 170.4 190.8 213.6 239.1 267.6. 

Medicare 158.1 176.0 194.0 213.1 235.5 260.8 289.1 321.1 357.0 397.9 

Tax 
Expenditures 

Baseline Total 

Reform 

Low Income 
Voucher 
Program 

0 0 30.2 49.5 62.4 75.2 87.0 96.3 103.2 109.9 

Medicaid 96.4 105;6 114.0 123.0 132.0 141.6 155.2 170.0 186.0 203.4 

Medicare 157.7 172.8 186.3 202.1 214.5 226.8 256.4 281.4 309.6 342.7' 

Tax 
expenditures 

Reform Total 

New revenues 
Tobacco 
High Cost Plans 

Net Expected Surplus 
or Shortfall 

-0.4* -5.8* 15.0* 25.2* 21.2* 12.4* 18.7* 13.0* 2.7* 
, 

-9.6* . 

Total Uninsured (mil.) 
(0/0 insured) 

40.9 
(84.5%) 

41.4 
(84.4%) 

32.9 
(87.7%) 

30.3 
(88.8%) 

29.3 
(89.3%) 

29.4 
(89.3%) 

29.9 
(89.2%) 

30.4 
(89.1%) 

31.0 
(89;0%) 

31.4 
(88.9%) 

STAFF ESTIMATES. PREUMINARY AND UNOFFICIAL. 
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ISSUES AND POSSmLE SOLUTIONS 

1. Coverage: 

Issues Possible Solutions 

Many remain without coverage, 
perpetuating uncompensated care and cost-
shifting to the privately insured. 

Add a triggered employer and/or 
individual mandate. 

Premiums will be high in the community 
rating pool due to adverse selection. 

Enlarge the community rating pool to 
include firms with less than or equal to 
1000 workers. Can still preserve 
voluntary nature of purchasing 
cooperatives. 

Some moderate-sized firms will be 
vulnerable to bad experience rating. 

Enlarge the community rating pool to 
include firms with less than or equal to 
1000 workers. 

2. Subsidies: 

I Issues 

Subsidy schedule produces very high 
marginal tax rates. 

Pegging the vouchers to the overall average 
(experience rated pool plus community 
rated pool) in a geographic area means that 
very low income individuals will have 
difficulty affording plans in the community 
rating area. 

Possible Solutions 

Smooth it out by having the poor pay 
something. 

Tie the subsidies for each type of pool to 
the average premium in that type of pool. 
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3. . .. Benefit· Package: 

Issues Possible Solutions 

Offering a basic and a standard package 
will lead to adverse selection and 
uncompensated care. 

Limit access to basic plan to those above 
specified income levels (250% of poverty, 
for example). 

4. High Cost. Plan Assessment 

Issues Possible Solutions 

Assessment is likely to fall on plans with a 
sicker than average enrollment. 

Enlarge the community· rating pool to 
include firms with less than or equal to 
1000 workers. 

Little revenue will be raised from the 
assessment. 

Enlarge the community rating pool to 
include firms with less than or equal to 
1000 workers. Also, have assessment rate 
apply to a larger base, for example, to the 
difference between the premium and a 
target, where the target is set below the 
mean. 

Assessment is unlikely to lead to significant 
cost containment in the private sector. 

Have assessment rate appJy to a Jarger 
base, for example, to the difference 
between the premium and a target, where 
the target is set below the mean. 
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Issues 

Limitation of Federal payments while 
leaving Medicaid program and obligations 
largely as in current system, places states at 
risk. 

Disproportionate Share Hospital payments 
phased out faster than uncompensated care 
is eliminated, which could have adverse 
impacts on teaching hospitals. 

. Possible Solutions 

Integration of Medicaid program into larger 
reform. For example, non-cash assistance 
recipients could be treated as other low 
income families. 

Tie DSH phase-out to decrease in the 
number of uninsured. 

6. Medicare: 

Issues Possible Solutions 

Proposal includes Medicare program 
reductions, but no benefit expansions. 

Phase-in Medicare drug benefit as savings 
allow. 

7% growth target could lead to across-the­
board reductions. Unclear if included in 
final proposal. This could lead to increased 
cost-shifting to the private sector. 

Develop specific policies for reduction in 
spending. 

7. Tax Incentives: 

Issues 

Tax deductibility for individuals tied to the 
average priced plan in a geographic area 
penalizes those ih plans with adverse 
selection. 

Possible Solutions 

Tie tax deductibility limits to average of 
plans in that individual's particular pool. 
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8. Financing: 

Issues Possible Solutions 

Financing will be insufficient to fully fund 
subsidies on a year by year basis, limiting 
the expansion of subsidies to more income 
groups. 

Broaden the measure of full financing from 
a year by year metric to a multi-year (3, for 
example) metric. Alternatively, other 
sources of increased revenue could be 
introduced. 
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COVERAGE OF PRESCRIPTION DRUGS FOR MEDICARE BENEFICIARIES 

PROPOSAL: To expand covero.g-e unden.' Ptu:t B of Medicare to 

include outpatient prescription drugs. Those beneficiaries not 
receiving outpatient prescription drug coverage through a private 
retiree health plan with coverage substantially equivalent to 
drug coverage under this proposal would have three coverage 
options available to them: 

1.) individuals receiving care through health maintenance 
organi2ations (HMOs) would havo thoir coverage enhanced to 

include outpatient prescription drugs; 
2.) the Health Care Financing Administration (HCFA) would 
make outpatient prescription drugs available through 
contracts with approved drug benefit carriers (DBCS); and 
3.) HCFA would offer a fee-for-service (FFS) option. 

EFFECTIVE DATE: January 1, 199B. 

RATIONALE: The Medicare program, and Medicare beneficiaries, 

could greatly benefit from improv'ed beneficiary access to 
outpatient prescription drugs. Drugs are an essential part of 
any integrated approach to patient car~, and help to ensure that 
cost-effective, appropriate care is administered. Studies have 
shown that appropriate use of prescription medicatione can 
greatly reduce health care costs, reduce unnecessary adverse 
effects and hospitalizations, and improve the quality of life. 
Senior citizens should be afforded the same health security that 
is provided to other citizens. 

PHARMACEUTICAL COVERAGE THROUGH DRUG BENEFIT CARRIERS (DBCs) 

HeFA would contract with various types of pharmaceutical provider 
groupe within each state which would be deSignated drug benefit 
carriers (OBes). There would be no limit on the number of 



06-26-94 08: 13PM FROM COMM. ON AGING TO 94567431 	 P003/006 

contractors in each state. 

HCFA, in consultation with appropriate individuals and 
organizations, would develop standard~ foT. oacs similar to those 
under the Medicare HMO risk contracting program and other 
standards which would be available one year prior to 

implementation and which would address: 

• 	 Access to community pharmacies; 

• 	 Drug utilization review (OUR) and pharmacy care 
services requirements; 

• 	 Formulary structure (definition of major indications, 
minimum requirements and procedures for a physician 

obtaining coverage for a drug not on the formulary); 

• 	 Beneficiary safeguards in regard to use of prior 
authorization; 

• 	 Compliance programs; 

• 	 Procedures for out-of-area claims; 

• 	 Financial requirements; 

• 	 Quality and minimum commercial enrollment standards. 

OBCe 	 would be required to provide access to a pharmacy in every 
community throughout the state. In addition to the state-wide 
pharmacy network, mail-order purchase could b~ offered by pldns 

as an option to enrollees. 
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As under the Medicare HMO program, a DBC contractor could 
restructure the beneficiary deductibles and copayments specified 
1n the fee-for-service option to create incentives to participate 
in its plan. However, the actuarial value of the plan's premium 
and cost-sharing requirements could not exceed 95 percent of the 
actuarial value of the deductible and coinsurance undeL the FFS 

drug coverage option. 

Plans would be prohibited from having differential cost-sharing 
based on the therapeutic class of drug prescribed or other cost­
sharing structures that would be likely to discourage enrollment 
by individuals with medical conditions that require extensive use 
of prosoription druqs. 

One year prior to beginning coverage, HCFA would develop a 

payment methodology based on expected costs of the FFS option. 
Payments to DBC plans could be discounted to take into account 

savings generated by use of formularies and pharmacy networks. 

MEDICARE FEE.FOR·SERVICE (FFS) PHARMACEUTICAL COVERAGE 

HCFA would establish and administer (or contract with outside 
en~itie5 to manage) FFS coverage of outpatient prescription drugs 

for Medicare beneficiaries similar to provisions in the Health 
Security Act. An annual deductible of $350 would be imposed, 
with a 20 percent copayment Charge per prescription. The 
beneficiary annual out-of-pocket limit would be $1,000. 

To manage pharmaceutical costs under the Medicare FFS outpatient 
drug program, single source and innovator multiple source drugs 

would pay a rebate of 15 percent off the Average Manufacturer's 
Price (AMP) for the quarter. AMPs could not increase faster than 
the increase in the CPI-U for the quarter. 
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Non-innovator multiple source drugs (generics) would pay a rebate 
of 10 percent only if their AMP for the quarter was greater than 
50 percent of the AMP of the innovator multiple source drug for 
the quarter. Drugs manufactured by firms that have less than 
$ in sales and do not increase the price of their 
products faster than the CPI-U for the quarter are exempt from 

rebate payments. 

The secretary of HHS would have the authority to negotiate the 
rebate amount for a new drug with the manufacturer (higher than 

the 15 percent minimum), and exclude the drug from Medicare 
coverage or require prior authorization for the drug if an 
agreenb1e rebate is not established. 

The Secretary of HHS shall establish a program of drug 
utilization review (DUR) consistent with standards established 
under section 1927(g) of the SOcial Security Act. The Secretary 

shall establish a National Drug Use Review Board which shall 
monitor the quality of pharmaceutical care provided to Med{care 

beneficiaries under the FFS, HMO, and DBC outpatient prescription <, 

drug programs. 

ESTABLISHMENT OF PRESCRIPTION DRUG PAYMENT REVIEW COMMISSION 

The Director of the Office of Technology Assessment (OTA) would 
establish a Prescription Drug Payment Review Commission (RxPRC), 
which would consist of 11 members. RxPRC would be responsible 
for makinq an annual report to Congress on the operation and 
implementation of Medicare prescription drug coverage programs, 
and including recommendations to Cong~9ss on changes to the 

programs to improve access to prescription drugs, the quality of 
prescription drug care, and program efficiencies. 

-4­
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PAYMENTS TO PLANS FaA DRUG COVERAGE 

Part B Medicare beneficiary premiums would be increased to cover 

25 percent of the drug coverage program costs. Medicare would 
cover 75 percent of the costs of providiug drug coverage. 

PHARMACY CARE SERVICES 

Each plan, including the FFS plan, shall develop a schedule of 
services provided by pharmacists that shall improve the quality 
of care provided to Medicare bAneficiaries. These sQrvLces shall 

include: counseling of patients by the pharmacist, reviewing the 
appropriateness of the preecriptLon, checking fur therapeu~lc 
duplications or drug interactions, monitoring patients that are 
at risk for drug-rela~ed problems, and other tasks consistent 

with the practice of pharmacy. HeFA and the plan or its 
contractee shall establish a schedule of payments for such 

services. 

ELECTRONIC CLAIMS PROCESSING 

The Secretary of HHS shall establish an electronic claims 
processing system as the primary method to determine coverage, 

eligibility, adjudication, and payment of claims under the FFS 
program. 

·5 .. 
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STATEMENT BY SENATOR BOB GRAHAM PRESERVATION 

JULY 28, 1994 

/Federalism and Health Care Reform -- A PAth Almost Iqno;@d 

At this point in the national debate over health care reform, a 
half-dozen plans have come to the forefront. All of them Beem to have 
obtained negative majorities. They have a common and, I believe, 
flawed premise. It is that the road to national health reform is a 
sinole, national, one-plan-fits-all model. 

This path has taken many forms: managed competition, sinqle­
.payer, amployer or indi~idual mandate, pay-or-play, Medicare 
expansion, market reform. The path has beentrainpled by deta1land 
controversy over the means supporters use. This trampling has almost 
buried the broad agreement on tho necessity of ach.i 9vinq universal 
coveraqe and cost containment. ' 

A second path -- the path almost ignored -- is a decent,ralized . 
structure, based on the principles of federalism, in which the federal 
government establishQS objectives and states provide the specifics. 

In such a system t the federal government would esta~lJsh 
n~);.1onal1y; a.greed upon health care parformancQ objectives;:, standards 
~#d'goals;' 'while giving states and communities the ability to develpp 
1:ocali2ed tactiCS to achieve those standards. Such a structure would 
brin>9' the decision-making process down" to the stc.te a.nd community
level, where health care markets are ;811 very different.",',,· 

.A:lthough several plans refer; tangentially to a,'state r:o).e, . 
national reform ,should. establish a federal-state p~rtnership as a 
central principle rather than an aeide. .,/ 

.. 

As the National Academy qf Sciences' 
~ 

s Insti~,ute of 'Medicine /'notes: 	 :;t 

"States are the principal qovernmental e~tl.tyr:esponBible.
for protecting the pU~tic's health in tllf! Un"i~ed States. 
They conduct a wide;~~qe of aativitie~:inhealth. State 
health dgenciel.'l coll~ct. and ana.lyze iqJormation; conduct 
inspections; plan;jset policies and ~~andards.; ca.rry out 
national and stateinandatesJ manage !pd oversee 
environrn~ntal, educat1ona:l. and pers~~f11 health servioes; ~nd 
assure access to~ealth care for un~erserved residents; tney 
are involved in :r::E!~~ource developmE!llt; and they respond to 
heal th hazardsan(:l arises. III . 

Health oa..re is particularly aui1;;~ble to'!=.h:e establishment of 
national goals with decentralized irrip';rementationan~"et!nsi,:t£vity to 
local variations • states and oonunuJYi:t.i::es within eta,tea l'J,ave different 
health care needs based on sOoieta!;·faictors such a,6,;i' 

l) 	 rJ:Ihe quantity and nature of· l'l,~altl1 care providers .,,' ." For example I 

Nebraska I North Dakota and SC)'\,lth 'Dakota have tW1.Ce the nWt1ber of 
hospital beds per person liS Ala:ska, N~w Hampshire and Hawaii. 

2 ) 	 Varying demographic,s, especlal~y of the most h,ealth care 
intensive populations. For'i.iJxample, as a percentage of state 
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To; Chuck xonigsberg, Fax 9-3904 

From I Ed Barron 


Counael, Senate Agriculture, Nutrition and Forestry 

DateJ June 17, 1994 


Subject I Continued Sen. Jefforde Support for President's Health Care Bill 

At Sena.tor Leahy's instruction, I have been working with Chris Jennings and others at the 
Whi~e Hbuse, a8 well as with Senator 3efforda' ~taff, on on~ aspect ot the health care 
bill -- mandatory full funding for WIe (the Special Supplemental Food Program for Women, 
infants and Children). 

80th Senators Leahy and Jeffords have had several diBcusaione with the President on this 
full funding proposal which will cost around $1.9 billion in total over 5 years. 

This was an easy sell to the President. In the campaign and in putting People Fire~ the 
President premised full funding for WIe by FY 1996. This qOBl has broad bipartisan 
support on capitol Hill. For example, i~ wae a major recommendation of the Children's 
CommiSSion chaired by Senator ROCkefeller. 

A GAO report requested by Senators Bumpers and Harkin found that each $1 invested in WIC 
aaves $l.SO in redueed health care and related costa. In addition to reducing health care 
coets, WIC decreases infant mortality, low birthweight, child anemia, and the likelihoo~ 
that newborns will be placed in neonatal intensive care. 

Senator Jeffords, the only Republican member sponsoring the President's bill in the House 
arid the Senate, has made it clear to the President that his support depended on 
guaranteeing that full funding. On Friday the Pre9i~ent maae available to the vermont 
press a transcript of a conversation he had with Sen. Jeffords in which the President 
thanked Sen. J'efforde for. get.t.ing the WIC languaqe included in the Labor Committee 
reported bill. Senator Jeffords is up this year andthie matter is crucial to him. 

The WIC language 1B also in the repo£ted bill of the HOUDC mduoat.ion and Labor 

Subcommittee on Labor-Management relations. 


The Senate and House bill language would add a total of $1.9 billion in fiscal year 1996 
through 2000. This would be paid for through funds generated from "Pay-As-You-Go" Bavings 
in the health care retorm bill. Thia $1.9 billion woyld not count aga.inst dieoretion:u:-y 
caps. 

Under the bill, a strong incentive is established for congress to appropriate speeifiea 
"target" amounts for WIC each year. Those targets are: $3.660 billion in 1996, $3.759 
billLen in 1997, $3.961 billion in 1998, $3.996 billioh 1n 1999. and S4.136 billion in the 
year 2000. 

The approach establishes that if at least those discretionary amounts &£e apprepriaeed" 
then (and only then) additional manda.tory money will be provided for WIC to achieve full 
funding. These additional amounts ($254 million in 1996, $407 million in 1997 1 $384 
million in 1998, $398 million in 1999, and $411 million in the year 2000) make up the 
difference between the appropriated "discretionary" amounts and full funding levels. 

This approach aleo helps the appropriations committees , which have seen major cuts in the 
amount they have available to spend while at the same time are under pressure to fully 
fund WIC. The appropriations committees neeel only to meet the "target" amo\lnt'" and will 
still be able to fulfill the President's promise of full funding for WIC. The target" 
amounts ehould not be difficult for the Appropriations Committees to reach. 

decided 80ainst simclv mandating the payment, of specified additional 
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possibility of the appropriations committee just reducing the amount they appropriated for 
wrc. 

MODIlI'l:CATI:ON TO ORIGINAL HEALTH amCURITY ACT LANGUAGE 

Th:ere was one problem with the WIC prOvision a.s originally included in the Health secur,ity 
Act. The contingency established that the mandatory amounts would be epent only if 
appropriations levels hit the specified "targets." If appropriators did not meet the 
target lov.le for WIC appropriation~, the additional money could not be spent. Both OHB 
and eao ruled that since the appropriations committee controlled whether or not the 
additional funds would be spent, both amounts would score as discretionary spending and 
count aga~nst the caps. To be scored as Pay-Ae-You-G~ ependlng, the money must be 
allocated and spent regardlese of what other action Congress takes. 

The language as modified in the House Education and Labor subcommittee and the senate " 
Labor and Human Resources Committee specifies that if appropriations for WIC do not meet 
the "target" amouni;a, the amounts in the epec.i.lil fund would be spent on low income 
children in the school lunch program. This corrected the HSA problem by guaranteeing that 
the money would be spent regardless the WIC appropriation. target was met. 

Extensive meetings with OKB and ceo determined that this approach was the only way to 
ensure that the provision would be scored in the intended manner and achieve the goal of 
full funding for WIC. If the target amount is met or exceeded, the additional amounts 
will be spent on WIC to achieve full funding. If the target amount is not provided, 
Behool lunch reimburaomQnta for free and reduoed price meals would increase. 

This way, the spending is not contingent on actions taken by the Appropriations Committee 
~- the money is spent no matter what level of appropriaLlons is p~ovided for WIC. Thie 
provision wae included to satiefy budget rules -- we.do not expect this scenario to come 
into play, 

The language adopted continues to ensure that the mandatory funds would be provided 1n a 
manner that fully complioG with Pay-Ao-You -Co rules and th~t. combined with other 
provisions in the USA, it would not increase the deficit. 

All interested part~es, including senator Jeffords, have I!ligned off on thia approach. 
This revieed language has been reported out of the full senate Labor and Human Resources 
Committee and the Houee Education &nd Labor subcommittee. 

http:06""'24.;.94


'I'; • •• 

~ ~,j 'vJ 

... 

< 
THE WHITE HOUSE 

WASHINGTON "vll dp~ \'~? 

-~Gr~ tt,JA~, 

tA--tJ f q+J.~ 


~t, f.JJ' J~JIJ-~ 


r f.,~.~ \ 2-,,- J~.,L.. J l,.,j (. Y 
. ( L' t...... , 

,.. Ct I J '-v~.. d...,r V"'\..j ~':lJ I- r L~ 



THE WHITE HOUSE 

v-r1di- WAS H r N GTO N 

l ,...£.... J' J.t.~v-h 

Lo~ ~ ¥ ;.)trW(iJI-
~,rr ~ tA.y-r ~{." 

C'-~~t~ (!~#" r 

e-lJ.r",--l. ,~ c--l~ .e:~ C)Ii>.! "~"",, 1.j-ktlO 
(tvO ~ ..,(r',,~ 0~.~ ll'"'~) 

~~_",tr~ ~G- ,~(. ;(.~.J,~ (30J~~-

\~~.!. C60 (t-!)J~t.~ 

~/ C~r fA..--l)- 0-L~ 



.. 2.8:121194 11: 14 5'202 401 7321 HHS ASPE/HP ~001l002 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 

ASSISTANT SECRETARY FOR PLANNING AND EVALUATION 


OFFICE OF liEALTB POLICY 


PHONE: (202) 690-6870 FAX: (202) 401-7321 


Ju, Nvl , ~ D"te! To: 
From: 

Phone: (202) 690- ____ Phone: 
--------~------~-(202) 690-6870 

FAX: (202) 401-7321 Fax: 

Number of Pages (Including Cover): _=-_ 

Comments: 



~ O~/21/94 11:14 '6'202 401 7321 HHS ASPE/HP 
@0021002 

Untted States 

,:tHfS. 

lfr1'J.S.s 
iY'I,voy .. I, 

f.b./I e.. ,1Itt)'~ 
( ••,000) 

53t~ 
',""f50 

8,027,967 

"'.'20,799 

.I2!!1 

5,05' ,025 
6,Zoa..1SS9 

92, )07.SS9 

Z, '45,OIS,151 

250-'" 

1',870 
96,"S 

5,11S,UJ 
110,016,099 

O·2~ 

,.. 

1,,6412,111 
',734,5&2 

21,184,366 
":Sf , S46,1"1 

500·9" 

6,M2 
81,11iO 

',715,151 
101,065,336 

25..49 

22l,104 
212,767 

1,606,"0 
ISS,SSO.9lS 

1000-24" 

',J6Z 
"0,405 

6,101,359 
161,S82,06S 

~ 

7O,ltJ 
llJ,ZlIS 

4,2.29..557 
~7,S~9.0:S9 

t,166 
82,l19 

',709,394 
120.Zto,lll 

~ 

31.112 
U,2~ 

2, 1l8, 660 
.sa,9(10.700 

1,407 
469,020 

21,119,"'2 
7'3,143.a~ 



Glolio, J. MITC"ELl. M.,>I'. '"..,....... 

T~o"'J A. D••CltLI. SOI/,. 0'.0,". CO·C...,....~ 


PAUl. S. S"'.I.}oi:($. M.Il' ".,.0, vua·e ..... ''' ......,. 

C....LII s. RODS. V'~C'''''', V'C(·C""~"'J'/ 

JEf' 8INe ......... Nl'" Me.rco. Vtr.,.t';,. ... t>u.JII 


JO"" C:iLINN. O~IO. V'CE,C...'....." 

E.~Uf F. HOl.LlNGS. SCll~ C'.Ollll. 


Cl.'."~"E PUl, RhOOI "L""O 


D..,,( Bu"',D". A'''.'''sr,.. 
HO""IU Hlf\••. AU...... 

~••N. II, UlIll..Ofl<l. Ntw JE~$U 


DATE: '" / ~II 

Wniteb 6tates senate 
1iemocratic tlolitp Committee 

lIuginliton. &( 20510-7050 

Room: 5-118, 

Telephone Number: 

The Capi~ol 

202-224-5551 

TO: ~~.i' 

FAX # : _~~7D -.-7 Cf31­

FROM: ~_,~ 

C>~ ¥ - £3 "l 


TOTAL NO. OF PAGES IN THIS TRANSMISSION (INCLUDING THIS 


Do", AI(GL£. M'CMIC"'fIf 

DANi!.\, P4TI'IIC'1It MOffltl....... , N:lw YO. I. 

)0.. " O. AOCKEHl.l tP: IV, \l\Ir':;J 'lIllie-IN'''' 
0 ... ",,1.1.. A'-:AIA. KaWlw'4" 

o.'YI\ON l" DOUG.-",. )"jOl'lYM O..~Q.T ... 

BCI't 1'.l1C\'4,,.OIW£ C'A,.. .. GtL.l. COl.O"AOQ 

CAIlOl Mosa,LtY-B",lUr4. ILV~OIS 

(UJ:;~(ll O. fCIN:CO\"O. WI$CON5111! 

W[HOE.L.L Jo(. FO"O. iCtWTvCfY. £.1 OHICIO 

,.. , W",,"", 
1)4\110 PIl'fOR, Aftc;A"'h~. Ex OJ'ffCIO

t., &£CUh~' 0' CO"'U(Hc£1 

PAGE):~ 


If you do not receive all pages in this transmission, please 

cont.c1<.:t.: ~ ...¥,,._____ 
a-~'f. y sIT I 



UNIVERSAL COVERAGE 

Tho commission would report to Congress every 2 years on the 
r:iernographics of the uninsured, and its findings on why those 
;!-:d;vt(~uals were uninsured. 

In the event 96% or aI/ Americans do not have health insuranct1 by 
2001, the Commission will develop a package of recommendations to 
Congress d.esigned to reach universal coverage, Special procedural 
provisions (similar to fast-track) would be included for fast 
consideration of this package. 

If Congress failed to act on the Commission package or defeated it 
without enacting an alternative, an automatic '''Free-Rider'' penalty 
would be imposed lipan: 

Individuals who do not procure coverage (a special provision 
will be included allowing childless individuals under 30 to 
purchase catastrophic coverage instead of the uniform benefit 
plan); 

??? Businesses tl7at do not provide insurance coverage ??') 



AUTOMATIC EAIL-SAFE_JlU DGEr PROTECTION PROCESS 

'. 

HSilfth Care Reform Spending 

Current Baseline Health Spending Estimates Include: 

Medicare 

Medicaid 

Tax Spending 


Employer P(Ovider Heal(h Insurance to Employee 

Cah:::lcria Plans 


Health Care Reform Spending Estimates Include: 

Medicare (including reduclions) 

Medicaid (including reduclions) 

Tax Spending 


Employer Providod Heallh Insurance to Employee 
Expanded Deduction for Individually Purchased lil5urFP1co 

Cafl:terin Plans 
NRW Rp.venues for Health Care (i.e .. cigarelle lax) 

New EntiUer.nent Spending (Subsidies) 


~n any year. if health care (eform spending would exceed till';! Currenl bF.lscline health spending, the 
following aulorna(ic actions (each sel 10 con1ribule a designa1ed amount of the short/all) will OCClIr 

10 prevon! d'3ficil spending: 

Inqe;H;f.Jd lax on high CoSI insurance rlans 

2_ Subsidies 10 purct)ase insurance slOwed Oown 

:). Expanded tax deduction phQ::;c-in slowed down 

4. Oul-nt-Pockel limit increased for 11cnllh insurnnco 
5. ??Mct/icMe?? 

http:Inqe;H;f.Jd


TAX CAP SUBSTITUTE 

AND ALrf8NATfVE APPROACH TO CAPS ON PREMIUMS 


PURPOSE: 	 To retain the economic incentives of a tax cap -- allowing a 
high degree of individual choice of plans. but imposing a limit 
on tl0W muc/" the government will subsidize; and to impose a 
penalty on higher cost insurance plans. 

1. 	 A r.ommissfon will be established to evaluate health care spending 
and market trends in areas throughout the country. The Commission 
will study how the competitive market works in high and low cost 
areas and will make recommendations to Congress on changes in 
hAalth care reforms to reflect its findings. It wi/I establish 
performance measures to determine whether market reforms are 
effective in holding down the rate of growth in health care costs in 
individual market areas. 

\ 

2. 	 An assessment will be piaced upon high cost insurance plans. A high 
cost plan is one that exceeds the average of the lowest cost two­
thirds of plans offered ;n an area. A plan above the tWfJ-thirds 
aVArage will be subject to a 25% premium tax on the difference 
between its premium and the average. (Working on rule for rural and 
frontir.H ar?as.) 

3 	 A plan offered in an area where the average exceeds the National 
average will be subject to an additional tax jf i[ CO$l is above the 

two-thirds average .a..o.Q its rate of increase is above an inflation 
factor set in the statute. 

4, 	 Applies to all health plans including self-insured. 
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FINANCING 

(Estimated 5 yeor financing. $ in billions) 

Medicare Cuts 

Change Hospital Inpatient Update rormula 
Hospital Inpatient Capital 
Phase Down Hospital OSH 
Reduce Hospital 1M E 
Extend OBRA 93 SNF Savings 
MD Fees: Real Per Capita GOP 
MD Fees: Cumulative Targets 
MD Fees: Cony Factor 
Income-Related Premiums 
Extend 25% Par1 B Premioms 
Extend OSnA 93 '··Ione Ilealth 
10% Home Health Capay 
Extend Secondary Payor 
Home Health Median Limit 
Part B Deductible 
Interaction effects 

Subtotal Medicare 

Medicaid Cuts 

Medicaid DSH Phase-down 

Medicaid C apitotion 


Subtotal Medicaid 

Postal Service Retirement 

Subtotal Spending Reductions 

Revenues 

Premium Assessment 

Tobacco Tax 

HI State/Local 


Subtotal Revenues 

TOTAL FINANCING 

$13.0 

6.7 
13.2 

14.1 
0.0 
5.1 

15.3 

2.5 
8.0 
4.9 
2.2 

7.6 
3.7 
1.5 
1.5 

-15.2 

$86.0 

$43.7 
12.0 

$55.0 

$13.0 

$154.7 

$3'1.5 
$54.0 

"1,G 

$61.6 

$253.8 
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TABLE 1.' UNOFFICIAL ESlll1ATES OF THE FEDERAL BUDGETARY EFfeCTS OF OPTION 2 
(Mandate In 2002. FIdI Subsidies .. to 100% 011 ParetIy. ~ SUbS8es) 

(By ~ year. in h"lons ~ dc>Iars) __ ..__ ._._ ._. 

MANDATE 1995 1996 1897 .996 '999 2000 2001 2002 20Ctl 2004­

MANDATORY OUTLAYS 
tj 

Medicaid . 

1 DJscontnued CoYerage ofAcute Care D o -24.8 -.16.7 ~1.0 -45.11 -512 ..s&.9 -63.1 ....7 

2 state Maintenill'lOD-Ot.£tbt Payrnll"lls o o -19.' -23.4 -25.5 ·71.7 -30.• .:J2.7 -'35.5 -38..6 

3 ~artiona:Ie Shan Hospital P.ymerds o o -8.8 -102 -t1.3 -11.8 -18.8 -20.7 a2'2.9 -25.2 

' .. Oft's.et tD MedIcare Plesa.,., Drug Program o o o 0.0 0.0 -0.9 -2.0 -22 -2.5 -2.8, 

5 InaeaseAlsSel ~fD 14000 for Home and 


CommuMv Based ServIces ••••••• 0.1 0.1 0.' 
8 Adn.nstratift Savings 0 '0 -0.3 -0.5 ..{l.S -0.8 -0.7 ..0.11 -0.6 -4.9 

~;t!~~~'t~i[:~~~~>::~&~~;llt~!J+:m:~:t4:i.>£~1i~~~'!f:;~~~..~~m;~fh~~I:'~~+~Jf.j>~iii~$~wi~~.f:I~f~~~~:W~fMf"G;;;m~~~[5'2"&r:u~~}~~i&..:;n~g{~(, ...r.~r.-.-.·-=-~· . :x<;;.::;l:;M~~~~~~~~x ..:.:,.:;.;:t.:.•-;;::.~k~~~~~~:~;.J4"~~~"'~~i':~~:::::!:!4~:t..•*Y;';'l':':~·!::~'v..".~"'_":~~~::a.~~~~~~~~ 
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......ent PrS Updates d 0 -0.8 -2.3 --4.2 ..0.4 ..:1.1 ...e.1 -8.9 ' -9.B 

... c.trpaDI ReciIr.fions 0 .0.8 -1.0 -1.2 -1.6 -2.1 ~2.2 -2.4 -2.7 -2.9 

OisiftParlCJIIlIIte Shant HospIaI Re<b:tions 0 0.0 -1.1 -1.4 -1.5 -1.1 -t.o -2.0 -22 .-2.5 

Skhd tusng Far.il1v l.imI:s a .0.1 -0.1 ..{l.2 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3 

lo"" T ...... c.are HosP!aIs .. .. -0.1 ..{l.t .;.0. t -0.2 -0.2 -0.3 -D.3 -0..-

Medcare lkJIendeli tftJsPIaIs II 0.1 0.1 0.( & 0 0 0 0
• 

II EIs.sltntiaI Al:cessCom~HospibIls 

MedcalAssistaIOe Fadtr Payments 0.1 D.1 0.' 0.1 D.1, 0.1 0.1 O.f ,. 0.1 0.1 

RlnlI Primary Care Hospit.;IIs (RPCH) Pmt& . 0:' D.1 0.1 0.1 .0.1 0.2 02 02 0.2 0.2 


s.. Pwt B Recb:tians r.;J 
r.;Jupct.;teS for ~ SeMcK -0.4 -1),0 -3.& -0.7 -0.8 -D.8 -0.9 -1.0 -t.O -1.1 0) 

Real GOP fur VokJmeardll'lbmly 0 0 -0.3 -0.8 -1.6 -2.5 ·13 -4.2 ..s.3 -8.8 u.. 
OJ.Elmlnate FOIn"_ tJrl.ien 0verpaymen1s -0.8 -1.0 ·1,3 -1.8 ..2.3 -J.2 ..u -5.5 -7.1 -41.1 'OJI 

Competi(ve Bit IbrPalt B , ·41-2 -0..2 ..{l,2 -0.2 -0.2 -0.2 -0.3 ..0.3 -0.3 11•
CompdYe SilfwClric:a' lab Services -0.2 .c.3 -0.3 -0.3 -0•• -0.4 -0.5 -0.5 -0.6• 
PnH:I~.arBalm:e IIIq • a • • • • .. • • •
LabcntriryC~ ·f)..7 ~t.1 -1.3 -1.4 -1.8 -1.8 -2.0 -2.:1 -2.6 -2.9 

CoInIct·~,UpwanI lias 0 0 0 0 -0.2 -0.6 -1.4 ~8 -3. It os.s 

Era & EyelEar S'pedaly H1tqAis .. 0 0 0 0 0 0 0 

NJ.ne Prac:1fI'I¥; 'Amt UnciPayment 0 0 0.1 0.2 0.3 0.3 0.4 0.5 0.7 0.8 
 Itf9I C4stHospitals 0 0 0 -0.5 -0.8 .as -O.e -0.9 -1.0 -1.0 
Pfll1Tl8Jltn'l &fensIon of 251ifr ParI B PremUm 0 0.0 0.9 1.3 0.6 -'.0 a2.8 ...IS.O ..1.7 ..,.8 
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TABlE 1. 	 UNOFFICIAL ESllMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTION Z 
(Ma1d. In 1.002, Full Suhldles up CD.'00% of Pc:nIerty. UncansInIn.ed Sabsld1es) 

(a, fiscal year, i1 blliMa ofdonars) 

NANDATE 	 1995 1999 '997 1996 1999 2000 2001 2002 200l 2004 

10 Pats A _ 8 Re4dions 

Home HeaIb ~ (20%) .0.7 -3.4 -4.2. -4.6 ·5.0 -5.4 -5.9 -6.4 -7.0 -7,6 
 :D
Mectt.e Secondary Parer 0 0 0 0 -1.2 -1.8 -1.9 -2.0 . -22 -2.3 

Home tleallhlA1dls 0 D ~.3 ·0.6 ..0.7 .0.7 .0.8 -G.9 -1.0 -1.0 

EMp_ centers fd ExceIence 0 -0.1 -0.1 ~.1 -O~1 . -0.1 . • • 0 0 

RBk CcJn1rads (Waive 50150 Rule) • 0.1 0.2 0.2 0.3 D.3 0.4 0.4 0.5 0.6 

&:tend ESRO Second..y Payer 1Do2" ~ -0.1 -0.1 -0.1 -0.1 -0. t ..Q.1 -0.1 -0.1 -(12 -0.2 
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. Other Healb Programs 

12 WNWabIe HDI5pita Par;'I'I'IIIris 0 0 0 0 0 1::1 1.3 1.3 1.'3 1.3 

13 Lang Term Care Program (C3JIPed III S48EJ) 

14 Home .-.dComlTJJnilyeased~ 0 0 0 1.8 2..9 3.6 5.0 7.9 11.4 . 15.4 

.5 lleCans 

16 AcademicHealh Cenkrs 0 0 1.0 ft.O 9.1 to.3 n.3 12.3 13.3 14.3 

'7 ~Mecica end tfLl"ling Educa&on 0 0 4.0 5.8 . EU 7.6 82 8.9 9.6 10.4 

'8.Mecfca", Trarisfer~ GI'1IChuIIe Medical Edutalion 0 0 -22 -2.4 -2.5 -2.8 -2.8 -2.8 -3. t -3.3 

t9 MedcanI Transfer .. '-'IhdMedlcal E4k3ion 0 0 -4.5 -4.' -5.4 -6.9 -8.5 -7.2 -7.9 .... 7 

20 WarJlal.lrtarts and ctM... 0 0.3 0.5 O.S 0.5 0.5 0_6 0 0 0 


~ 

2~ P.JSOns~1)...200%ofPovetty&do"'M~ 0 0 46.2 61.' 75.1' 84.' 94.2 24.2 o o N 


22 Pemans betWeen 0-200% of Ptrvet1y at'Ier ....dale I) 0 0 0 0 0 . o 147:6 211.9 233.2 N 
0) 


23 Employer &.btides (12 Percent) I) 0 0 0 0 0 . o 51.7 76;7 Ifl.a -­
Cal 
en24 ~Women and Kids 1)...240% of Pt.IW'fty 0 0 t5.6 22.3 24.3 28.5 28.6 7.3' o o en 

25r~~ o· 0 4.5 6.S 7.1 7.7 8.3 2.3 o o .&. 
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TABLE 1. 	 UNOFACIAL ESllMAlES Of THE FEDERAL BUDGETARY EFFECTs OF OPllON:I. 
(MMdate1n.2OO2" Fill Subsldlll!!s '4l to 100% of Poverty. UnaJIUfraIned SUbsIdIes) 

(Syfisca1l/fl"il1', r. bIIons 01 doIiRJ 

MANDATE 	 1995 1996 19!17 '998 '909 2000 200' 2002 2003 2004 

""*Heallh h!Iim 
'If Biomeclc:al aNI BetaixaJ Research Tru:sj f\IIld ~ 
26 Healh SI!!f\bs Research • 02 0.3 0.5 0.6 D.D 0.6 0.6 DB 0.7 
29 PtlS Core FmdiUll'a 0.' , 0.2 0.3 0.40.5 0.6 0.6 0.7 0.7 0.7 
3Q ,HeaIh Pnimo'lil:lNDisease ""evention 0 0.' 0,1 0.1 0.1 0.' 0.2 0.2 02 0.2 
31 '06wJIclplTlCltofComra.ni!y~ GtcH4Js 0 0.2 0.4 0.5 0.4 0.3 0.2 0.2 0.2 0.2 
32 Imatmert in Infrlils1nJcfure Deve10pment (l..Dans) 0 0.1 O. f 0.1 0.1 O. t 0.1 O. , 0.1 0.1 
33 ~entalSeMcesGnm:s • 0.1 0.2 02 0.3 0.3' 0.3 0.3 0.3 0.3 
:J4 Enabing Grants 0 • 0.2 0.4 0.4 0.4 D.5 0.5 0.5 0.5 
35 Ndbnal Healltl Service Corps 0 O. , 0.1 0.2 0.2 0.3 0.3 0.3 0.3 0.3 
36 Menial HeaftliSlDiltala AbuI5le GnlI1ts • O. , 0.1 0.1 O. , 0.1 0.1 0.1 0.1 0.1 
:rI SdwJdHealthGra1ls • 0,1 02 0.11 0.5 0.6 0.7 0.7 0.7 0.8 
38 ~aISllfe¥HeaIh Gf...ts 0 02 0.2. 0.2 0.2 0.2 0.2 0.2 02 0.2 
39 hlanHeallhServioB 0 D '.4 1.5 1.6 . UI 1.9 2.1 2.2 ,2.4 
~"'.~""Am~~g.~1'i'i!i'1-~!'t~~r,..;§~~a.'&l'i~~li~~~~~~P"'WD1~~i.~.:&~..t9.::-~~~~.e-l'!~~~::~~V~~"il~~~l:z:n~~ 1/1'. W,;";',,:,,·_~• ..,,..(:...,.l'"'<"'''i''''· ....~.. "'"Wl~. _.....i:1!.\t+.........."""""~.":~~~~.~¥::a~~~::.~~,"l!~'f~"""...;;:::z!:l$~:t::z~·;~~~~~1...m:4~..,.:*~+~:;:>'-...,;.:.-~~~"l-£: ....<fft~~~-x:~~__~.f~....... .-.i 


. MAHDATORY OUTLAY CHANGES 	 ·2.1 -6..1 11.1 24.0 23.4 XU 34..5 123.5 165.5 11l..9 J 

DISCREll0NARY OUTLAYS 

~~ 
39 Mmnsntiye,Cosls 	 0.5 0.9 ",0 t.O 1.0 t.O U 1.1 U ,.2 
40 Costa to AdI'llllnlroilerIJwJ MancI;da 	 0 0 f) 0 0 2.0 2.0 2.0 2.0 ~O 

.....,41 Pb.'.19aMStIIIW~Gr.uifs 	 ,D.1 0.<4 0,6 0.3 0 0 . 0 0 0 0 
N

!~~~1:~~~~~ff:iti!:i>jf-t~~t~tt~~~~~r;~~1i!~ft~~~~~~1iw.~'if~~~{!t~~f~~~J~"'~~ 0)~~.. i.'W".l~~:"",,,,~,,,,,",,,=----'::-= .~ .=.<;: ..:.a;~..Y".n_+~=t.m:';"":i";.;.;-;t:...~vlti'.::-:..:.:::.¥..~_,~:t","":~~~~~~r,'_'::'.:.::-:<-:~~~~~~~~~~:r4.:~~:t::~§i:ar.~..c.~~.,,::,'Y~~~~""""~.J-~~-'-=0. 

03S'tucli8s... ResMn:b.Qemonstril1ions" Other 	
W 

Ol,40 Oepartmelrt Clf'lIIborPmp.'i$ • 0.2 0.2 0.2 0.2 02 0,2 0.2 0.2 0.2 

41 Wamef\ .... and a.idn!n 3.0 3,4 3.5 3.8 3.7 3.8 l.9 4.0 4.1 4.2 

42 EACHlMAFIRw1I Ttaaslian Demons!raIians II 0.1 0.1 O.t _ II _ • • • 


~~ra.ii.r"~-···~~''''''·:.--'~''''''''··· .'-"~"".~~;~'Z::3;o1ff~~'tb~~~~~~'l:tW£~w~g:r.':I~~Y.t~~~~~~~~
~~..... ••• ..~A·:'''N-''';I>-"<!' _ .'.:t,~';it........... ~. -~~-:'-=='.T'.r.;:.- ~ ~"__ .'.-.'.'......'«:~·::y..,...J.~.·:<:?'..;.:·:.:·:-""'"·.-!..::.':1"}.:;;$~'f•.t~J;:'l§flL... ~~~~~~~..........,.:~-s::,..lj:;»:...«:i:~:.:.;-.~~~~~~~~:i:~~~~.-.:r 


OlSCR£TIONARYOtITlAYatMtGES 	 1.6 5.0 SA S..I 4.9 7.0 7.2 7..1 7" 1.6) 

TarAL OtmAY CMAHGa;S t.5 41 ,17.0 21.1 28.1 n.J 4'1•• tJO.e m..1 111..5 . I 
~'I§
0)'0 
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_'0 

DRAFT Pqe3at5 	 ....!~ 
I 

http:Am~~g.~1'i'i!i'1-~!'t~~r,..;�~~a.'&l'i~~li~~~~~~P"'WD1~~i.~.:&~..t9


.~ 

TABLE 1. 	 UNOfFICIAL EST1MAlES OFntE FEDERAL BUDGETARY EFFECTS OF OPTION Z 
(Man1aae In 2002, F.. SIdnIIIes up to tOCfJC.'" PGverty',~ SubsIdies, 

(!!lfisCal ):!,_,In bilans of doIars) 

MANDATE 1995 1996 '1991 199ft 1999 2000 2001 20Dl ,2003 2004 

RECEIPTS 

43 f"c:weese" T8)( tln Sma. Ciga.ettes 
44 1.15% &age Ta on fJrivaU Heatth Ins PremiJms 

0.7 
•.0 

2.7 
0.0 

4.5 
0.• 

6.1 
0,0 

1.6 
0.(1 

1.4 
0.0 

1.1 
0.0 

6,9 
0,0 

8.8 
0,0 

6.1 
0.0 

4~ AddJ Medica'e Part BPl'ftllims for ~ 
~e~ 0 0 1.5 1.3 1.6 2.1 2.6 3.4 4.3 5.5 

46 lncreMe EIdIse T..on Hotow-Pont Bulet:s ' ,- -. -_. - - - - NegIglHe Revenue !..os--­ - ­ _. -- ­
47 JrdJde ~ Senb:-Relilted Inccme In SEeN 

EJ!dCertrm hm-ReIa'Itd Income from SECA 
a) Gene .... Fund Bled 0 -0,1 -0.1 -0.1 -0.' -0.1 -0.1 -0. t -0.1 -0.1 
b) DASOI Effect 0 0,1 0.2 02 0.2 0.3 0.3 0.3 0.3 0.3 

48 Extend Met'IcaIe'~& HI Tax to II. Stale 
and Local Gumlrl,ient Em~es 0 1.6 1.6 1.5 '.5 1.4 1.4 1.3 12 ,..2 

49' Impose88:ise T.dJ Respect fa PI:lns 
FaJIi'Ig,to Sa'IisftVob1taIy C~ Rdes 0 0.0 0.0 0.0 0.0 0,0 0.0 O.el 0.0 0,0 

,50 Pn:wide that HealhBenefb Cannot be AovIeled 
Ihru 8 Cafeteria fIIwIFlex Spend M~ 0 G.D 0.0 0.0 0.0 0.0 0.0 OJI 0.0 0.0 

5 t EdetldJInaOa5e 25'K 0edJdkJn for Health 
InsI.nnCle Costs eI SeIf..£lq)lo}'lld hliWlJais 

52 l.imil on Prepayment rt M~ Premill'lls 
0 0.0 0.0 0.0 

--- ­ _•• - ­ - NBlivJ:ile Rt:YaUe Galn-­ - - _. -. '"­
0.0 D.O 0.0 0•• 0.0 0.0 

53 Non-Ptoll HealttCMI OrgnslTaIIlIIbIe Orgn£ 
Pr1WicingHeafth bs& PTa!Pd Heafth care Svcs 

54 TIIJIt ef CerIiiWt Ins C4mp!lric:$ tinder Sed. B33 
, 55 ,Gratll T_ EuqJt ~ fit State ins Risk Pools 
56 Remove.'50 mlbl Band Cap on Non-

HOIpIat~1(cX3) 0,0ftd5 
S1 Qualfied Latw-lenn Care 8meMs Tread as 

•
0 .. 
a 

•
0 .. 
• 

.. 
0.1 

0 

'I; 

.. 
0.1 

0 

-0.1 

• 
0.1 

0 

..0.1 

• 
0.1 

0 

4.' 

•
0.1 

0 

-0.1 

• 
0.1 

0 

--G2 

•
0.1 

0 

-0.2 

.. 
0.1 

0 

-0.2 

.., 
" Cl-
III 
Cl 
CI 

Medic1il~; Clirity laxTreabnert of lDng- J 

Tenn Can fnBIrano& 1m!! Se'NIces 0 .. -0.1 ..().t .(l.t -0.1 -0.2 -02 -0.2 -0..2 
58 TalC TreaDnenl of AoceIM ated Death Beneits 

Under UJe IJannoe Oanfrads 
59 Incr in R~PenaIIeS for Nonemproyees 

•
0 

•• 
--G.1 .. -0.1.. -<1.1 

• 
-0.1 
• 

".1 
• 

-0.1 

• 
-0.1 

• 
-0.1 

a 

~I§l 
ClO
Co 
1II<:J1.":to 

o
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TABLE 1 •. UNOFfiCIAL ESnMATES OF THE FEDERAL BUDGETARY EFFECTS OF OPTlON 2 
. CMIIInda1e In 2002, FuD St.6stdIes tip II) 100% tI/.,OftIty. unconslralned·SttbYfles) 

(By fiseal vea', in biIClRS gfdolJarsL 

IlANDAlE 1095 1996 1997 1998 11199 2000 2OQ1 2002 200l 2004 

60 POiS1-RefRmerC Me~~ ReseN'eS ---- ------ Negfgi)1e Rewrue EITect- - - - - - ••• ­
81 Ta;w: credl for Practi60ners in lAIdeBel'VedArea& -n.1 -0.2 -02 -0.2 .(l.t ..0.1 a
• • • ~ 
62 IntXeaae EJcpe~ limit far Cl'.lftain Ned ECJip • • .. • .. • • • • •

63 TalC Ct'edi for Cos( of Personal Assistance Svcs 

. Recp,edbV Employed Irdyjd..... 0 .(J.1 -0.1 -0_1 -0.1 -n.1 -02 ..0..2 -0.2
• 

. 64 .lliscIosure of RetUn tnfartl'lOltion to State ~ .- - - --- --- No ReweftUe ElJed- - ---- -._­
65 ImpDSe'Pn:miun :rax WIn Respect to Ce11ai't· 

HIghCos( P'taris 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

66 Umil Edeion ror Empfarer-Paid tte.,..Oene1its 0 0.0 (to 0.0 D.O· 0.0 0.0 0.0 0.0 0.0 

61 Indi'ect TalC EfI'ec:ts ofCla'lgos in Tax Treatment 


of EmpCover &HolJ&efdd He4lIIh 'ns. Sperdng 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

"lOTALRECEFTCItANGES 0.7 4.2 7.3 1.5 10.3 10.7 10..8 11.2 11.1 13.01 

DEffCft' 

MANDATORY CHANGES ~e ...3 4.4 15.5 tl..1 .... 23.7 '11.3 tS" 170.1 

TOT~LCHANGES 0.8 ...., 9.1' 20.7 fll.O 28.8 .10•• ft9.• 1tO••. 17L5 

CUMULATIVE DEFICfT EfFECT 0.8 ..s.s 1.3 HJt . 4U 7'" ,oz.s 221.. az.e H'.., 
..., 

. SOURC€S:. CorIgresI;ion:llf Budget Office; Jaln'l Com:milee em Taafi(m ..., 
~I 
c.t.JNOTES: CJ) 

en 
.... 


The bUdgetary treabDelC fA marodaiory premLm paymfl"lts Is under review. 


1M filJlRS in this; table idJde daages n l1II.dhodzatiolls of a,ppropriiliom and in Social Sea.Irity thai wolJdnot be counted l'or ~ scoring II1der the Budget 
Entorcemord Act d 1990. 

Provisions with no costhwe been e:adJded Imm tis tabI!I. 

a. Less than $50 m.OA. 
.... :DJII§
en <:> 
0<:> 
W"" 

.. " U: <:> 
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B. 	 ADDITIONAL SUBSIDIES FOR UNINSURED KIDS 
.'.< , ..... . .,~ 

1.. 	 Eligibility: MQdicaid coverage would be expanded as follow! for the one-year 
period between 1/1/96 until 1/1/97: 

S. Infants who.are currently covered to 133 percent of poverty, with an 
, option to 185 percent of poverty, would be ~overed up 186 percent of 

poverty. 

b. 	 Children upto 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 balis woul~ be covered u~o '185 . 
percent of poveliY. .'. fY"~.... . . 

d. . Children wc. currenlty covered up to 1e5~overty throu h 
1902(r)(2~"'1 ~'1"'5 waivers will be covered. States that U$e 1902 r)2 or 
, 1 15 waivers to cover children at higher income levels could c tinue to 
cover these persons et current FFP, but would receive 100 ederal 
financing only for children with income up to 185 percent of poverty. 

2. 	 Coverage through Private Plans: Similarto 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, Strate 
optio'ns include: 	 . . , 

41­
a. 	 Eamily option of employer plan: ~tate may elect to enroll children In a 

family option within the optiQn ofthe group health plans offered to the 
caretaker relative. .~. . ' 

b. 	 Family oelio" of state employee plan: a state may $Iect 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 Majot§nance Organizations: a state may elect to enroll the 
children In a health maintenance organization in which fewer than half of 
the membership are eligible to receive medical assistancQ benefits~ This 
enrollment optioni! 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 enroll children in a basic state health plan offered by 

the &tste to individuals in thastate otherwise unable to obtain health 

insurance coverage. 
 ..' .: 	 ....,.,..'..... , .. 

Medicaid wtll pay for the full premium an . e full cost sharing amount~, but only. ~ 
·fa,. tAS servjces CO)(e~ea 9y Medic' .r"\. ~.J,"'~ esc :sD'~ i ~() ....~l J!L. ( 

- - _ . . 	 G...,.... c....~, 

Current Medicaid rules gov9rning covered services and recipient eligibility would"""J ......... 
be retained to cover services not otherwise provided under private health plans '5']...6.,,~ 
for those who are in the states' Medicaid eligible groups prior to the 1996 ~ J.o 
expansion. .' _. - ,t:t41Jb • 

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

a. - 'All current eligibility oategories would continue to matched at the $tate's 

regular Medicaid matohing 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 u to a e 6 with family incomes between 133 
percent and 185 parcant 0 poverty would ba '00 percent Federally 
financed. 

3. 	 As of 1/1/96, coverage for ildren born before 10/1/83 up to age 
19 (children age$ 14 ttlrou 16) with fr:lmily incomes above AFDC 
-but below 100 percent of p vefty would be 100 percent Federally ­
-financod. -	 -­

4. 	 Coverage for child'ren 6gejup to age 19 with family income$ 
between 100 percent and 186 percent of poverty would be 100 , 
percent Federally financed. /'" pttJtt-.:J- ' ­

5. 	 Coverage for children above 185Wof poverty in states that expand 
eligibility through 1902(r)(2) or 1115 waivers would continue be 
matched at the states' FMAP. . 

b. Administrative costs would continue to be matched as in current law. 

1991 And §u~seguent Years " 

2 
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1. 	 Eligibility: In general. children up to age 19 who have not been covered by 
private 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 psrcentof 
poverty Would be eligible for a voucher tow~rd 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 ao percent (could make it a lower level jf there 
would be an assumption that employers would reduce coverage for 
dependents; note nondiscrimination rule!) toward the cost of a slngle­
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 pn~viously-unin8ured 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 HIe weighted average communlty·rated 
premium or the reference premium in the HCCA). 

b. 	 Eligible children in families with incomes between 165 percent and 240 
percent of poverty would receive a voucher for a portion of the premium 
(calculated on a sliding scale, phesing out at 240 percent of poverty) for 
t.ha appropriate children's policy (limited as in a. above). 

3. 	 Usa of subsldi8A: Community-rated health plan£ would 'accept vouchers 
toward paym9nt of coverage. . 

a. . Communlty·rated heal~h plans would create two categories of children's 
cov,erage; 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 
percentege 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. 

3 
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c. 	 Eligible children with a parent covered by a community-rated'or 
experiencs-ra plan could U£Q their voucher to b covered under t e 
parent's poll ' . ' 

4, 	 Nondlscr mlnatlon: To protect the subsidy program from t nee ives 0 
employsrs to drop covsrage (and/or .contributions) for dependent Childr~n, 
nondiscrimination rules would apply to employer's decisions to Offer coverage 
and the percent they contribute for dependent children. Nondiscrimination rules 
would apply byelas5 of employee (Le. full-time or part-time). ' 

5. 	 Multiple Eligibility: For families that are eligible for a subsidy under the kids 
program and under the low income or unemployed voucher program: 

s. 	 The family V(ould 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 ba£ed on the entire family, btlt the premium would 
be the applicable premium for the' entire family minus the premium 
applicable for the kids alone. 

C. 	 A family may use the children's voucher and the low-income vouchar to 
purchase seR~rate policies or comolns their value towardona policy, 

Gi. {~,~~'b) 	 ,,', 
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). These benefits are 
limited to the recipient eligibility groups set by, the states prior to the expansion. 

4 
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C. 	 ADDITIONAL SUBSIDIES FOR PREGNANT WOMEN 

. 1996 

1. 	 Eligibility: MeCllcald coverage woLiICl be expanded as follows for the one-year 

period between 1/1/96 until 1/1/97: 


a. 	 Pregnant women who are currently covered to 133 percent of poverty. 

with an option to 165 percent, would be covered up 165 percent of 

poverty. 1:1-' 


b. 	 Pregnant wome'n J.are currenlty covered up to 185~/~:erty
throl.lgh 1902(r)(2To;v1; 15 waivers ~g,~.I.~E~.88,!ered. States that use 
1 902(r)2 or 1115 waivers to cover~ tit ATgher income levels could 
continue to covar thalia parsons at current FFP, but would rQCQiV9 100 
Federal financing only for pregnant women with income up to 185 percent 
of po~erty. 

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 tft1 ee=~1 101 it! I post·parttlM i !'erlc&' . . h 

. . 0\- S\~-~1 F.'*-JZl'rit11'Y1 ptr7(X{ .. 
2. 	 Coverage throuQtJPrlvate Plan&: Pregnant women would be entitled. to the .. 

Medicaid benefit~I~~_as determined by the . . 
states. Simil~r to e 08RA 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. 	 I=amily option of employer plan: }t'state may elect to enroll pregnant 

woman in a family option within the option of the group health plans 

offered to the caretaker relative. 


b·. 	 Family opt jon of state emplo¥.ee 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: Ii 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 addition to ~ny enrollment option that a state might 
offer with respect to receiving services through a health maintenance 
organization, 
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d. 	 A state may alict to enroll. pregnant women in Q bQ$ic stat; haalth 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 throu'gh Madicaid .. 

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

1. 	 Coverage for pregnant women with family Incomes between 133 
percent and 185 percent of poverty would be 100 percent Federally 
financed. . 

.~ 
~ .. 

2. 	 Coverage for pregnant womer') above 1 e5~ of poverty in states 
that expand eligibility.through1902(r)(2) or 1115 waivers would 
continue be matched at the states' FMAP. 

b. 	 Administrative costs would continue to be matched as in current law. 

1997 And Subseguent Years 

1. 	 Eligibility: In general. uninsured pregnant women who are in families with 
incomes up to 240 percent of poveny would be eligible for a voucher toward 
Insurance coverage . 

. a. . 	 Prl3gnant women would not be eligible for this subsidy If they have 
available an employer's plan where thl3 employsr offers to contribute at 
least 80 percent (could make it C:I lower level if there would be an 
a$$umption that employers would reduce coverage for dependents; note 
nondiscrimination rule!) toward the cost of a policy covering the women. 

b. 	 Eligibility would continua foriMr!! m9AtA.i efter delivery. 
. 	 ;0 c~l.'uf~·~ 

e 
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2, 

3. 

4. 

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

d.. ' ~~~regnant women who would otherwise' 

oae ~:Igibility due to a change in income remain:qiih.+i 


. . eligible thrOL.l9.hout thei.r pregnancy and ~&:J1'Post-:partum period. 


P~tV~M ct..VV'ld''dtl-~I" . d 1(,.', d" t I' 'b'l't Idurran e Ical ru es governing covere serVICElS an reclplen e 191 I I Y wou 

be retained to. cover services not otherwise provided under private health plans 

(wrap-around services), These benefits are limited to the recipient eligibility 

groups set by the states prior to the expansion. 


Amount of Subsidy: 

a. 	 Eligible women in families with income up to 165 percent of poverty wol.lld' 
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 p'overty would receive a voucher for a portion of the premium 

(catcutat9d on a sliding scale, phasing out at 240 p9rc9nt of poverty) for 

the si00le policy (limited as in a, above), 


Use Qf SubsidIes: Communtty-rated health'plans would accept vouchers 
toward payment for coverage. A pregnant woman could use the voucher toward 
the purchase of a single policy or toward the purchase of a couple. single-parent 
or tWQ~parent p~appropriate. . . '. . . 

~I~: For families that are eligible for a ~ub5idy under the pregnant 
women program and under the low-income voucher or unemployed program: 

a', 	 The family would reoeive 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, 

7 
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d. A family eligible for the low 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 unempioyed)voucher program would be the applicable prf;1mium for 
the entire family minus the premiums applicable for the pregnant woman 
alone and the kids alone. " 

The applicable premium for the iOw-inco,me (or unemployed) voucher 
program could not be less tha,n zero. 

'.,": 

':1f. 

6' 
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D. 	 SUBSIDIES FOR PEOPLE LEAViNG WELFARE FOR WORK 

.1m 

1. 	 Policy: To'provide subsidies for people 'leaving welfare for work, the existing 
Medicaid transition benefit would be extended to cover eligibleiMdividuals for 24 
months.' " , 

2. , Duration of Coverago: Current law alioWs 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 tnan£ition benefit.' ' 

" 

3. 	 Eligibility: Currently, the two-phase'd extension terminates if the f:;mily no 
longer h:;s a dependsnt Child, In the health reform context, family policies are 
provided to various family configuratlonS,not Just to couples with dependent 

'crilidren. 	For this:reason, as well as to provide additlona'i work Incs'ntlves, we, 
recommend striking the "tsrmination for no ~ependent child" provision." 

Inaddition to those who havs bsen offofwslfars for work for one year, those 
who are in their second year off of welfare forwork and,who are currently 
uninsured would be eligibl~ for this program. 

4, Coverage throug~ Private Plans: 'Similar to ,the, OBRA 1990 provision, states 
, are required to purchase group health insurance' coverage for Medicaid ' 

baneficiarias where cost affective as defined by the Secretary. In addition, state 
options include: ' , 

:;, 	 F:;mily option of9mplQyer plan: A state may elect to enroll a caretaker 
relative and dependent children in a,familYoptlQnwithin the option of the 
group health plans OffSC9d to the c:;retaker rel:;tiv9, 

b. 	 Family option of state employes plan: a state may elect to, enroll the 
caretaker relative and dependent children in a family option within the 
options of It'Je group health plan or plans offered by the state to stats 
employees,' " 

" .,'. " 	 . . .' 

c. 	 Health Maintenance Organizations: a stat,e may elect to enroll the ' 
caretaker relative and dependent children in a health maintenance 
organization i'n which fewer than half of the mElmbership ara aligible to 
receive medical assistance' benefits. This enrollment option is in addit'ion ' 
to any enrollment option that a state might offer with respect to receiving 
services thro~gh a health mainten:ance organiz:ation." 



U'i-:JU-d!: U3::Jb ~M F~UM I)L~ 	
~ll 

d. 	 A stats may elect to enroll tho caretaker relative and dependent children 
in a basic state health plan offered by the state to IndividualS in the state 
otherwise unable to obtain health inslJrance 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 planl 
(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. welfars recipisnts 
returning to work would receive a full premium 6ub&idy for the entire family (Le. 
the family would receive a low-income voucher al if it had Income below·Z5 
psrcent of the POVQrty level). 

3. 	 Wrap-around Benefits: Current Medicaid rules governing covered services 
and recipient eligibility would be retained to cover services not otherwise 
provided under p~ivat8 health plans: 

10 
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CHAPTER TWO 	 BACKGROUND 7 

In 1978. the Congress enacted section 125' of the 
Internal Revenue Code. whichaJlows employers to 
set up so-called cafeteria plans .for certain employee 
benefits. A cafeteria plan allows, employees to 
choose to receive p~ of their compensation in the 
form of one or more nontaxable fringe benefits or in 
the form of taxable wages. The benefits may include 
an optional health insurance plan or choice of plans; 
out-of-pocket expenses for such items as medical and 
dental services. prescription drugs, and eyeglasses: 
and the employee share of the cost of health 'insur­
anceprovided by employers. The law excludes 
benefits for medically related items paid for through 

a cafeteria plan from employees' taxable income. As 
, a result, employees with access to such a plan may· 
pay for all or most of their medical costs with pretax 
dolJars., 

In general, people who purchase their own 
" insurance directly cannot deduct the cost. Individu­

als may, however, deduct the portion of their health 
insurance premiums plus other medical ex.penses that 
exceeds 7.5 percent of their adjusted gross income. 
From 1987 to i993, self-employed people could 
deduct 2S percent of the cost of their insurance 
premiums under section 162(1) of the Internal Reve-

Table 2. 

Trends in the Primary Source of Health Insurance for the U.S. Population, 1980.-1993 


Source of Insurance. 1980· 1983 1987 1990 1993 

People (Millions) 

Employment-Based" 148.0 149.5 150.3 153.1 148.6 
Individual 15.5 15.1 . 14.8 14.7 15.1 
Medicare 24.0 25.9 28.7 30.5 32.6 
Medicaid 11.5 12.4 14.0 14.5 20.5 

None 	 2§:G 31.0· . 33.4 37.4~ 

TOlal 	 223.2 229.6 238.8 246.2 254.2 

Percentage of Population 

Employment-Based" 66.3 65.1 62.9 '62.2 ,58.5 

. Individual 6.9 6.6 6.2 6.0 6.0 

Medicare 10.7 11.3 12.0 12.4 12.8 

Medicaid 5.2 5.4 5.9 5.9 8.1 


None 

Total 

SOURCE: 

NOTES: 	 CSO is currently revising ilSeslimares 01 the distribution 01 insuranee coverage. The estimates presented here are preliminary. 


Numbers' may not add to totals because 01 rounding. 


a. Also ineludes coverage provided through the Department of Veterans Aflairs. 
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THE WHITE HOUSE 

WASH I NGTON 

July 31, 1994 

" 

MEETING WITH SENATOR HEFLIN 

Date: August 1, 1994 
Location: Oval Office 
Time: 6:30 - 7:00 PM 
From: Patrick J. Griffin 

L PURPOSE 

• 	 To acknowledge the difficulties Senator Heflin faces in his home state in supporting 
health reform, particularly should Senator Shelby -- as expected -- not support the 
bill. 

• 	 Noting his important vote with the Administration on the budget, to seek his support 
with another critical vote for your Presidency -- health care reform which achieves 
universal coverage. 

• 	 To illustrate your flexibility and willingness to compromise for a bill with universal 
coverage. 

II. 	 BACKGROUND 

Senator Heflin is not particularly well-versed on issues of health care reform. 
However, iIi private meetings he has expressed some frustration at the seeming 
inability of Senators to work out the problems on this issue so they could get it done. 

At public events in Alabama he has expressed support for the concept of universal 
coverage. He also noted that he did not know how that could be achieved without 
some kind of employer mandate. However, Senator Heflin does share the concern of 
many moderate and Southern members about. the impact of the mandate on small 
businesses. He advocates folding in the health Component of workers' compensation 
insurance asa way of ameliorating the impact of the mandate on small business. 

One issue with which he is quite familiar and has definite views is tort reform. He 
opposes caps on damages as a means of malpractice reform. 



III. PARTICIPANTS 

The President 

Senator Heflin 

Patrick Griffin 


IV. 	 SEQUENCE OF EVENTS 

Closed meeting with Senator Heflin in the Oval Office. 

V. 	 PRESS PLAN 

Closed Press. (White House photographer will be present.) 
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s~nate Majority leader's staff has requested 
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p~yments. 

/1 

R~source bill would phase hospitals over five 
blend of their Medicare all-payer costs and the 
• II • ..
lonal average per resldent amount. 

allow hospitals to receive the higher of 
the adj~sted nat'on~l average or the blended amount in each year 
of the phase-in. 
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CHRIS: 

Lisa Nolan wanted the following info:. 

When the mandate comes in' (here.,assumi,ng 2000) I how many would 
. receive coverage due to the employer manda·te provisions and how 
many' would receive coverage under' th~ . individual mandate 
provisions? 

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

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

OPTIONAL FO;:tM 9!l (7- 90) 
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