





THE WHITE HOUSE

WASHINGTON

MEMORANDUM
To: Distribution List
From: Chris Jennings
Date: Junc 24, 1994
Re: Centrist 7 Developments

Attached is the latest information from the Centrist 7 group. More developments

should be coming — I will keep you apprised of any new information. Please call me if you
have any questions. My number is 456-5560.

Distribution Lj
Harold Ickes

Pat Griffin
Roger Altman
Jerry Klepner
Ira Magaziner
Melanne Verveer









06-23-94 12:24PM T0 84538 PO04/011

ADDITIONAL FINANCING/COST CONTAINMENT

DECISION
Cap payments for fae-tar-service expenditures under Medicare in those
areas with spending levels exceeding 90% of the national average. The cap

would allow for growth for inflation, the percentage change in the number
of fee-for-service beneficiaries, and an additional growth allowance.
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(~~—1.  Should there be a cap on non-economic damages? * :

2. Should evidence of collateral sources be admissible in tort actions,
worker's comp or auto insurance policy actions?

3. Should attorney's fees be limited? Should there be disclosure
requirements on attorneys, e.g. fees. hours spent, option of other
arrangements?

2y s, Should there be an outsige limit on the statute of limitations for
bringing malpractice actions? /l"
55. S. Should there be several liability (apporuored based on fault, as ‘}/,J '»:Q:
opposed to joint-and-several) for non-economic damages and e o
punitive damages?

6. Should practice guidelines developed by states be used as a defense
in malpractice actions?

7. Should punitive damages be available in lawsuits involving drugs or
devices that have been approved by the FDA in a non-fraudulent
process”?

8. Should we require mandatory Alternative Dispute Resolution. with
incentives o take it seriously, before allowing malpractice actions
to proceed o court? Should we require mediation at the plan level
for disputes, too? Should we require binding arbitration to resolve
coverage disputes, including expedited procedure for urgent
situtations?

9. Should there be reform of punitive damages in medical malpractice

claims?
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RECISIONS ATITACHMENT 1.
BENEFITS RACKAGE

The Beoard would be autherized tn: develnp recommendartinrs rn
clarify covered benefits and cost-sharing; develop interim
coverage decisions in limited circumstances: consult with experr
groups for appropriate schedules for covcred services; propo3c
modifications to the benefits package that would not go into
effect unless enacted by Congress under base-closing procedures.

Congressional prioritles: within the constraints of the
actuarial limits, Congress directs the Commission to adhere tc the
following priorities.

a) parity for mental health and aubstonce abusce, which shall
consist of 3 broad array of mental health and rehabilitation
services managed to ensure access to medically necessary and
psychologically necessary treatment ana encoursge the use Of
outpatient treatments to the greatest extent feasible.

b) consideration for needs of children 8nd vulnerable
populations, including rural and underserved persons.
The standard benefit package can not exceed the actuarial
value equivalent of the Blue Cross/Blue Shield Standard Option
under the Federal Employees Hwealth Ben2fits prodram

The board shall establish multiple cost sharina sSchedules
that vary depending on the delivery system by which health c3re -
delivered to individuals enrolled in s qualified health plan. In
addition the Bo3ard vill provide for a “catastrophirn” aprinn
designed to prevent adverse risk selection when combined wvith the
risk adjustments called for in the bill. This optior will contain
higher cost sharing end/cr fewe: Lenefics.

A gualified health plan shall provide for coverage c? the
items and services described in this act for treatmcnat and
diagnostic procedures that are medically necessary or appropriate.
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RECISION ATTACHMENT IT,
CATEGORIES QF JSERVICES
Inpatient and outpatient care
Emergency. including appropriate transport services

Clinical preventive services, including services for nigh risk
Populations, immunizations, tests or cliniclen visics.

Mental Illness and Substance Abuse

Family planning and services for pregnant women
Hospice Care

Home healrth care

Outpatient laboratory, radiology and dlagnostic
Outpatient rehabilitation services

Vision care, hearing aids and dental care for incividuals undexr 22
years of age

Investigational treatmentcs

NOTE: For comparison, the Breaux bill contains 3 categories of
service, the Chafee bill contains 9 categories and the Moynihan
draft contains 16 categories.
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PROPOSED AGREEMENT

UNIVERSAL COVERAGE
The commission would report to Congress every two years on the
demographics of the unminsured. and its findings on why thoce incivicuals
were uninsured.

In the event 895% of all Americans do not have health insurance by 2002,
the Commission will develop a package of recommendations to Congress
designed to reach Universal Coverage.

At the end of six months. if Congress failed to act on the Commission
package or defeated it without enacting an alternative, a requirement that
individuals, must have insurance coverage would be imposed. Either

L'Y u,Wnder a standard packaQe or basic package will meet this
.4, J
V‘

. requirement.

If individuals do not purchase insurance. they are automatically enrolled.
in a health insurance plan. Before the yeaar 2002. the Secretary of Health
and Human Servicas will establish a process by which this requirement

can be enforced.

Those living in Health Care Coverage Areas within which coverage is at or
exceeds 95% will be exemp! trom the coverage requirement.

INTERACTION BETWEEN COVERAGE TRIGGER
AND FAIL-SAFE TRIGGER

The coverage trigg. ' is defined in Jaw at 95% coverage by 2002. |If the
trigger is pulled, and Congress does not act within six months,
individuals are mandated to purchase insurance. The faii-safe trigger is
pulled in any year in which the current health spending baseline is
exceeded by health care reform spending (both are defined below)

Following @ one year grace period, for @ach year tne fail-sate tngger 1s
pulled, the date of the. coverage trigger is delayed by one year. In no
event. however, would the dals of the coveragc trigger be allowed to
extend beyond 2005.
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1. Mandate to Offer:

Employers are required to offer. but not to pay for, health insurance
for their employees. They may fultill tnis requirement by jolning 4°
purchasing cooperative. or by contracting directly with an insurer
The ernployer must also make available to the employce. the list of
plans offered In the geographic area, prices of plans and consumer
satisfaction reports as prepared by the State (or other entity).

2. Mandate to deduct premiums from wages:

At the request of the empiovee, employers are required to deduct

nealth insurance premiums from their wages and to forward them to
the insurer or the purchasing cooperative.

If individual mandated is triggered: Employers are required to deduct
health insurance premiums from their wages and to forward them to
the insurer or the purchasing cooperative. unless the employae makes
alternative arrangements.

< Non-discrimination Provision:

If an employer contributes to the health insurance of any full-time
employees, the employer must contribute to all full-time employees.
In addition, if an empioyer contributes to any part-time empioyee. the
“employer must contribute to all part-time employees.

4. Employee Choice of Plans:

if an employee of a firm with less than 100 employees has employer
paid hedith insurance coverage., and the employee does not like the plan
offored by the employer, the employer must contribute the same dollar
amount to a plan of the employees choice. (Couid be a cash-out or
direct payment tu insurer of purchasing cooperative.)
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HIGH COST PLANS

The Commussion will e'raluate heaith care spending and market trends
in areas throughout the country. It wlill study how the compeutive *
market works in high and low cost areas and will make
recommendations to Congress on changes in heaith care reforms 1o
refiect its findings. 1t will establish performance measures to
determine whether market reforms are etffective in holding down the
rate of growth in health care costs in individual market areas.

An assessment will be placed upon high cost insurance plans. A high
oost plan is deftined as one which falls within the top 1/3 of all pians
within an area (unless it is defined as a low-cost area).

Applies to all health plans including self-insured.

THRESHOLD FOR ADJUSTED COMMUNITY RATE
AND SELF-INSURANCE

The definition of the threshold uncer which businesses are required to
participate in the adjusted community rated pool and prohibited from self-
insurance is 100 full time employees. Ceriain types of association and
Taft-Hartley plans are grandfathered.
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FINANCING
(Estimated 5 year finanring. $ n billiong)
Medicare Cuts
Subtotal Medicare 540

Medicaid Cu!ls

Medicaid DSH Phase-down 3437
Medicaid Capitation 120
Subtotal Maedicaid $55 8

Postal Service Retiremen! $130
Subtotal Spending Reductions 154 7

Revenues

" Premium Assessment $37.5
Tobacco Tax $86.0

Hi State/lLocal 76
Sublotal Revenues $131.1

TOTAL FINANCING §253.8



THE WHITE HOUSE

WASHINGTON

MEMORANDUM
To: Distribution List
From: Chris Jennings
Date: Junc 23, 1994
Re: Centrist 7 Developments

Attached arc copies of two documents that have been very quietly passed to me that
arc being used by the centrist-scven group as a basis for their deliberations. As you will

note, it is cecrtainly far from a final product, but I hope it helps for preliminary modeling
nceds.

Thesc papers should be held close and only circulated to OMB, Treasury, and HHS
personncl who must have it for modeling purposcs. The moment I get any additional

information [ will notify you all and circulate it. If you have any questions, please call me
at 456-5560.

Distribution_List
Harold Ickes

Pat Griffin
Roger Altman
Jerry Klepner
Ira Magaziner
Mclanne Verveer
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Optional Language Re Universal Coverage Triggers

The Commission must report to Congress biennially. The Report
must include, but is not limited to, analysis of: topics:

structure and performance measures of every market area (HCCAs
within states), including the structure of the delivery system,
number, organizational form and enrollment in all certified health
plans; state implementation of —responsibilities, including
establishment of coverage areas, status of small group insurance
reforms, development of purchasing cooperatives and other buyer
reforms;, status of transition"of Medicaid toward managed care and
inte tion into purchasing pools; evaluation of adequacy of
subsidies for low 1income individuals; status of Medicare
recipients, including transition of Medicare into risk contracts;
Y /' progress toward coverage among employed including status and level
:

$

” of voluntary employer contributions and participation rates in
: pools and among large employers.

Each report must include the percentage of individuals who are
= L enrolled in accountable health plans, including Medicare, Medicaid,
=~ ‘* low income, and employed individuals.

2 Each biennial report (1997, 1999) must also include informal
-~ recommendations, specific to each market area, on how th%¥area

; i i ey, urthe L A
might increase coverage among.sae rgs;dents}f<;;4 7 b2

- ar

oAl -

/
In the event that 95% of all Americans are not enrolled in an

?’ accountable health plan, or remain in a publicly funded program

= (Medicare, Medicaid, VA, CHAMPUS), the 2001 Commission report must

¥ £ also include: : " //
3. g0 formal and specific recommendations to Congress on how

ALK market areas that have failed to reach 95% coverage can

" 7 achieve that status. Those formal recommendations MUST

i address all relevant parties, including states, employers,
éﬁL employees, unemployed and low income individuals,

} beneficiaries of public programs etc.

L.;_ Congress must consider, within 6 months, all the

~ . recommendations of the Commission. Congress must enact the

! = Commission recommendations or an alternative which will ensure
P coverage at the levels required under this act.

If Congress fails to act within the specified period, the
following provision will automatically take effect:

All individuals in the“non-complying coverage area
will be automatically enrolled in the low cost plan in the

» .,,/ ,"
Vit

= region (or randomly enrolled). HHS will develop a process by
~ which this provision can be enforced. HHS enforcement may
o include requirements on employers to deduct fhe premiums from
2 individual wages, @ IRS enforcement proceedings; or any

s other enforcement mechanisms thgt will achieve the desired
?_ level of coverage in the area. r o-§ B & ij e .5 8






Individuals

Individuals not employed by an employer purchaser may
purchase a qualified health plan directly from an agent or from a
private purchasing group. Or, if they are members of an
association which offers an association health plan, they may
purchase directly from that association.

COBRA

Unlike the Chafee/Clinton-bills, COBRA is not abolished.
This accomplishes two main objectives: (1) avoids confusion and
disruption for consumers by allowing individuals to continue
coverage under their current plan for up to two years after they
leave employment; and (2) helps stabilize premium rates in the
community-rated pool.






Clinical preventive services, including services for high risk
populations, immunizations, tests, or clinician visits.

Mental illness and substance abuse.
Family planning and services for pregnant women.
Hospice care.
Home health care.
Outpatient laboratory, radiology and diagnostic.
-Outpatient prescription drugs and biologicals.
Outpatient rehabilitation services.

Vision care, hearing aids and dental care for individuals under
22 years of age.

Investigational treatments.
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DEPARTMENT OF INSURANCE (DOIl) STANDARD PLAN
ESTIMATED COST PER MEMBER PER MONTH (PMPM)

HMO Option
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HOSPITAL INPATIENT SERVICES
Hospital Charges Other Than Those Listed Below

Alternate Childbath Delivary Asranscmiznls
24-Hour Hospital Adimission and Discharge
Freestanding Dirlh Center

3100 Copayment / Day (Oays 1-5)

$100 Capayment / Day (Days 1-5)

) TOTAL $20.65

HOSPITAL. EMERGENCY ROOM SERVICES

(copayment waived If ad mitied)
Emergency Room (emergencies only) $100.Q0 Per Visil
Emerpency Room (non-emergencies) Not Covered
Ambulance (emergencies) $50.00 Por Visit
Ambulance (non-emnergencies) Not Coverud

i TOTAL §2.61

OUTPATIENT and HEALTH CARE PROVIDER

SERVICES
Hospial Services

Outpatlent Surgery $50 Copaymant

Quipatient Therapy
Oulpatient DX, Lab, X-Ray

Freesfanding Oulpalient Care Cemlers
Oulpatient Swigery
Quitpalient Therapy
Outpatien! DX Lab, X-Ray

$20.00 Copaytnenl Per Visd
Covered in Full

$50 Copayment
$20.00 Copayment Per Visit
Covered In Full
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Primary Care Physician Services
Office Vislts
Inpatient Visils
Miscellaneous Office Services
Injectlons
Lab, X-Ray

Specially Care Physician Services
Office Visils
Inpatient Visils
Consuii=dicns
Emergency Room Visils
Miscellaneous Office Services
Injections
Lab, X-Ray
Radiclogy and Pathology

Surgery as Inpatient

Same Day Surgery

Surglcal Care in Provider's Office
Assistant

Anesthesia

Non-Surgical Spine and Back Disorder Trealmert

Transplant

$10 Copaymet Par Visit
Covered m Full
Covered m Full
Covared m Full
Covered in Full
Covered tn Full

$20.00 Copaymen! Per Visit
$IN .00 CacoyDEin Vo vislt
$20.00 Copayment

$20.00 Copaymeni Per Visit
Coveted in Full

Cavered in Full

Covefed in Full

Covered in Full

Coveted in Fufl
Cavered In Full
Cavered In Full
Coveved In Full
Coveraed In Ful

$10.00 Copaymeant Per Visil
Covered {n Full

JOTAL

§42.84
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ERQUCATIONAL AND PREVENTIVE SERVICES
General Health Educalion
Oftfice Visil Educalion

Prevenlive Services

Health Assessmeal Exam
Pedialiic and Adull Immemiralinne
Pap SmearsiMammograms, elc.
Family Planning Services

Oral Contraceptives

Conlraceplive Devices
implantable Conlraceplive Devices

Routine Eye and Eas Exams

Eyeglasses (children through 18)
Hearing Alds (children through 18)

Dental Services (childien through 18) -
Prevenlive Seivices

Dletary Insinsction

Preventive Medical and Reproductive
Care is Subject to a $150 Calendar
Yeat Maximum Benefil

325.00 Copayment Per Exam

M asimnend la Fon
it LU B |

Covered In Full
Covered In Full
$8 / Prescription or Refil
$50 Copaymentl
$50 Copayment

Covered 3s Part ol the $150 Bonefid
Allowance

Not Covered

Not Covered

Nol Covered

Not Coverad

TOTAL

$12.74
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MENTAL HEALTH SERVICES
Inpafient

Residenlia! Treatment
Oulpatient Trealment Services

SUBSTANCE ABUSE SERVICES
Inpatient

Resldential Trealment

Gutpanienl Teaatment Services (40 visils)

$100.00 Capaymaent (days 1-5),
8alance Covered in Full

Not Coverad
$10.00 Copayment Per Visil
(20 visits per calendar year)

Nof Covarad
Nol Covered
Not Covered
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TaoTAL $2.90°
OTHER SERVICES
Ourable Medical Equipment Covered in fFull 0.86
Orthatics and Prasthelics Cavered In Full 0.24
Skilled Nursmg Services Covered In Fuit 0.14
tlorne tealth Care Senvices Covered in Full 0.01
Hospice Covered In Full
Prescription Drugs $7 fot Geneiic; Brand Prescriplions are | $11.63

not Covered

JOTAL $1).68

* Includes the component price lor all covered menlal health services
** Includes the companent peice for all covered menlal health and substance setvices
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HOSPIYAL INPATIENT SERVICES

HOSPITAL EMERGENCY ROOM SERVICES

OUTPATIENT and HEALTH CARE PROVIDER
SERVICES

EDUCATIONAL AND PREVENTIVE SERVICES

MENTAL HEALTH AND SUBSTANCE ABUSE
SERVICES

OTHER SERVICES

TOTAL

20.6S
261
42.84*

2.1
290

13.68

$103.39

i
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Tolal 1/1/93 PMPM
Trendlo 1/1/94

Projecled Geographic Adjustment 1o Reflact Anlicipated Stalewide Experience (0.975)
Projected Morbidily Adjuslinent to refllecl Anticipated Enrollee Populailon (1.100)

Sub-lolal for Tampa region (AA esthinsle only)

Total PIPM Adjusled for Administration/Premium Taw/Surplys - Assuming 15%

CHPA Administralion Fee
Tolal lor Tampa region (AA eslimale only)

TOTAL (Statewide)

* Includes Provider Services




MEDICAR]]

A. Maintain Medicare as a serarate program.

Medicare is a nationwide health insurance program for the aged ;
and certain disebled persons. It consists of two parts: the
hospital insurance (part A) program and the supplementary medical
insurance (part B) progran.

Medicare remains a separate program and continues to be
federally administered. Beneficiaries enrolled in part B continue
to pay a monthly premium. The statutorily defined Medicare
benefits continue to be the Medicare benefit package in both fee-
for-service and managed care.

B. Individuals could maintain coverage throuah wvrivate health
plans when they become eligible for Medicare.

Individuals have the option to remain in an accountable health
plan (AHP) when they become eligible for Medicare. If they remain,
they continue to receive the standard benefit package with the full
range of options available to the non-Medicare population.

Plans may offer a separate rate for the Medicare-eligible
population. The Board is required to prescribe methods for risk
adjustment.

For individuals choosing an AHP, Medicare will pay the federal
contribution calculated for Medicare risk contracts. Individuals
are responsible for paying the difference between the premium
charged and the federal contribution.

During the annual enrollment period, Medicare-eligibles may

choose a new plan through their employer/purchasing cooperative or
they may return to the traditional Medicare program.

G Medicare Select would become a permanent option in all States.

Medicare Select is a demonstration program limited to 15
states (including North Dakota, Missouri and Minnesota) established
in OBRA 1990 to allow managed care organizations to deliver
supplemental benefit packages to Medicare beneficiaries. An
individual buying a Medicare Select policy is buying one of the 10
standard Medigap plans. The only difference is that Medicare
Select policies deliver care through preferred providers. The
program is scheduled to expire in 1995.

Medicare Select would be a permanent option in all States.
Medicare Select policies will be offered during Medicare's
coordinated open enrollment period. Plans may not discriminate
based on pre-existing conditions.



D Medicare risk contracts would be improved.

MEDICARE SYSTEM REFORM:

Medicare Health Plans: Medicare health plans must be Accountable
Health Plans willing to provide all Medicare benefits under a risk
contract for a uniform monthly premium for a year. Employers may
sponsor Medicare health plans for former or current employees.
This increases the choice of plans to beneficiaries -- may be PPOs,
indenmnity plans, traditional HMOs, or other insurance arrangements.

Standard Benefit Packages: ¥edicare health plans will offer a
standard benefit package comprised of the current Medicare benefits
defined in statute or an alternative package, defined by the
Secretary, covering identical services but with cost-sharing
consistent with typical managed care practice.

Standardize the supplements that risk contractors may offer in
addition to Medicare benefits. Medicare health plans must offer
two supplements: one which would cover catastrophic costs and
other items traditionally covered in employer-sponsored plans, and
one covering outpatient prescription drugs. The standardized
medigap plans would be made comparable to the standardized risk
contract supplements.

[opticn: The currxent standardized medigap plans would be chang=d
to prohibit Medigep fyrom f£illing in moxe than one-halif of the 20%
part B coinsursnce. DBeneficiaries currentliy holding Medigap plans
covering the entire 20% coinsurance would be exempt from this
change as long as they renew thelir current insurance.)

Medicare Market Areas: IMove from counties as the geographic area
for uniform capitated rates to MSAs plus adjacent rural areas to be
defined by the Secretary. The federal contribution for a Medicare
health plan will be the same throughout the Medicare market area.

Enrollment Process: Medicare beneficiaries will have a
coordinated annual open enrollment period to choose from all plans
(including Medigap insurers) offering products to Medicare
beneficiaries. Plans may not discriminate based on health status
and must take all comers. An appeal process is provided to allow
beneficiaries to disenroll between annual enrollment periods.
ledicare beneficiaries will have the opportunity to disenroll if
their primary care physician leaves the plan’s network.

Beneficiaries not selecting coverage through the enrollment
process will be automatically enrolled in Medicare fee-for-service,
unless they selected a health plan in the prior year.

Uniform Information: The Secretary of HHS will provide to all
Medicare beneficiaries in a market area uniform materials for
enrolling in health plans. The Secretary will also provide uniform
informational materials including quality information, plan
features’, ‘restrictions and price. Also, the Secretary will review
and approve all marketing materials to be distributed by plans.















































































































