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HBALTH CARE FINANCING ADMINISTRATION
OFFICE OF LEGISLATIVE AND INTER-GOVERNMENTAL AFFAIRS

KENORANDUX

TO: Nancy-Ann, Chris, and Mark

FROM: Debbie Chang

DATE1 Qotober 23, 1995

RE: Medicaid Projected Growth Rate

T T O U

Bruce Leslie requested the Medicald per capita growth rates for a
$54 billion reduction and a $62 billion reduction comparable to
the 1.4% growth rate for the §182 billion cut. The attached
table shows the calculation of these percentages. We wish to
have your clearance by 10:00 tomorrow so that we can answer Bruce
during the morning. The answer to Bruce would be only the final
percentages, not the complete table and a note explaining that
these growth rates do not reflect a per capita policy. ASMB has
not yet reviewed this table.

Please provide comments/clearance to Jake Jones at 690-7865.
Thank you for your cooperation.



Note to Bruce Leslie

Subject: Medicaid Per Capita Growth Rates

Per your request, a series of per capita growth rates were
calculated assuming several different levels of savings off of
the CBO baseline. These rates of growth do not reflect the
growth rates that would result from a per capita cap or any other
specific policy. These rates are simply a mathematical
calculation of the resulting per capita growth rates if the
indicated amount was taken off of the CBO Medicaid baseline.

Current law per capita growth rate
Growth rate at $182 billion reduction
Growth rate at $62 billion reduction

Growth rate at $54 billion reduction

7.0%
1.4%
6.2%

6.3%



Impact of Reductions on Per Capita Growth

CBO March Medicaid Baseline Projections

(Federal Dollars in Billions, Fiscal Years)

1995

T T 1996 1997 1998 1999 2000 2001 2002 96—02
CBQ Baseline Fxpenditures
Benefits sn $87 396 $108 19 $132 $146 $160 $847
Administration 83 $4 $4 $5 $s $6 $6 7 $37
DSH $9 $9 $9 $10 $10 $11 $11 $11 $1
Total $39 $99 $110 12 $135 $148 3163 $178 $955
Beneficiaries (in militons) 36.8 384 40.0 412 424 437 449 460 ACRG
Per Capita $2422 $2,587 $2752 $2964 $3,179 $3391 $3625 $33871
Annual growth " 6.8% 6.4% 7.7% 12% 6.7% 6.9% 6.8% 7.0%
Requested Reduction Options
$182 billioa Reduction
bascline $95 $102 $106 $110 $115 $119 $124 LYLE]
savings (#) ($8) (8516) ($29) ($33) (M3) ($54) (SI®)
Per capita spending $2492 $2555 $2579 $2605 $2630 $2664 $2,76 ACRG
annual growth 29% 25% 0.9% 1.0% 10% 13% 1.6% 1L4%
$54 billion Redaction
baseline $95 $105 $116 $128 $140 $152 $164 $901
savings G (35 (6 () () (ly ($13) (859)
Per capita spending $2480 $2635 $2824 $3022 $3198 $3387 3357 ACRG
anneal growth 2.4% 63% 72% 70% 58% 5.9% 5.7% 63%
$62 billion reduction
baseline $95 $105 1S $127 $138 $150 S162  $893
savings ($5) 35 ¢&n (8 (510) (512) (S15) ($62)
Per capita spending $2,463 $2617 $2803 $2998 $3,169 $3,352 $3535 ACRG
anmal growth 1.7% 62% 71%

70%

5.7%

58% 55% 62%

N 8¥:L0 §6-E2-01

Y9110 Rudd

£0/¢04
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HBALTH CARE FINANCING ADMINISTRATION
OFFICE OF LEGISLATIVE AND INTER-GOVERNNENTAL AFFAIRS

KENORANDUX

TO: Nanocy-Ann, Chris, and Mark
FRONM: Debbie Chang

DATE?® October 23, 1995

RE: Medicaid Projected Growth Rate
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Bruce Lesllie requested the Medicaid per capita growth rates for a
$54 billion reduction and a $62 billion reduction comparable to
the 1.4% growth rate for the $182 billion cut. The attached
table shows the calculation of these percentages. We wish to
have your clearance by 10:00 tomorrow so that we can answer Bruce
during the morning. The answer to Bruce would be only the final
percentages, not the complete table and a note explaining that
these growth rates do not reflect a per capita policy. ASMB has
not yet reviewed this table.

Please provide comments/clearance to Jake Jones at 690-7865.
Thank you for your cooperation.



Note to Bruce Leslie

subject: Medicaid Per Capita Growth Rates

Per your request, a series of per capita growth rates were
calculated assuming several different levels of savings off of
the CBO baseline. These rates of growth do not reflect the
growth rates that would result from a per capita cap or any other
specific policy. These rates are simply a mathematical
calculation of the resulting per capita growth rates if the
indicated amount was taken off of the CBO Medicaid baseline.

Current law per capita growth rate 7.0%
Growth rate at $182 billion reductien 1.4%
Growth rate at $62 billion reduction 6.2%

Growth rate at $54¢ billion reduction 6.3%
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CBO March Medicaid Bascline

Impact of Reductions on Pe

r Capita Growth
(Federal Dollars in Billions, Fiscal Years)

1996

1997 1998

1999 2000 2001

CBO Baseline Expenditures
Benefits
Administration
DSH

Total

Beneficiaries (in milifons)
Per Capita
Annual growth

$87
$4
$9
$99

384

$2,587 $2752 $2,964

6.8%

56-£2-01

$119 $132 $146
$5 $6 $6
$10 $11 $1
$135 $148 $163

424 437 449
£3,179 $3391 $3625
12% 6.7% 69%

Requested Reduction Options
$182 billioa Reduction
bascline
savings

Per capita spending
annual growth

$54 billion Redaction
baseline
savings

Per capita spending
annwal growth

$62 billion reduction
baseline
savings

Per capita spending
anmal growth

$96

(%)

$2492 $2555
29% 25%

$95

(%4)
$2480  $2,635

24%

$95
(35)

$2,463 $2617

1.7%

$2579 $2,605 $2630

$2,824 302 $3,198

$2803 $2998 $3,169

$110  $115  $119
(5249) (833) (39)

10% 10% 13%

$SI28  $140  $152
¢ (8 (S

0% 58% 59%

$127  $138  $150
($8) (510) (312)

70% 57% 53%

ftd 89:L0

YOIV Wodd

$2664 $27M6 ACRG

$3387 335 ACRG

$3,352 $3535 ACRG

£0/€04



Per Capita(Growth Rates /
Private Sector, Medicare, and Medicaid, FY 1996-2002

8.2%

Private Medicare Medicare Medicaid ~  Medicaid
Sector Current Republican Current Republican

System ‘Resolution System Resolution
Administration estimates usmgCBO Basclinq

imrvAaasnral vAa IAV.10 TUMED
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Medicaid Spending Per Beneficiary

Current System, Administration, and Republican Proposals, FY 2002
‘Per Capita Growth Rates, FY 1996-2002, Provided in Parentheses

(7.0%)

$4.000 - $3,871 (6.2%)
$3,562

$3,500 -

(1.4%)
$3,000 - $2,705
$2,500 -
$2,000 -
$1,500 -
$1,000 -

$500 -
$0 i . . F . z T e 7
Medicaid Medicaid Medicaid
Current Adminsstration . Republican
System Proposal Resolution

Administration estimatesusing CBO Baseline



$9,000
$8,000

$7,000 -

$6,000

$5,000 -
$4,000 -

$3,000
$2,000
$1,000

$0

Administration estimates using CBO Baseline

Medicare Spending Per Beneficiary

Current System, Administration, and Republican Proposals, FY 2002
Per Capita Growth Rates, FY 1996-2002, Provided in Parentheses

(8.2%)

$8,361 (6.3%)
$7,383 (4.9%)
$6,635

Medicare | Me;'dicam . | Medicare
Current -~ Administration Republican
System Proposal ~ Resolution

14-Sope-85



. MEDICAID PROPOSALQROWTH RATES .

(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending , 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 459
4.2% 41% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Spending 89.2 95.2 105.8 145.7 127.2 138.3 150.6 163.6 582.2 896.4
6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5%
Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2%
Savings ' -4 -4 -6 -8 .-10 -12 -14 -32 -58

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705

2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending, and
(b) multiplying that percent reduction by the CBO baseline spending.

DRAFT



MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICARE BASELINE
Gross Spending (Including Premiums) 178.1 199.0 2194 240.1 263.4 288.1 315.2 345.3
Aggregate Growth 11.7% 10.3% 8.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%
Per Capita Growth 8.2% 8.2%
Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%
Per Capita Growth 8.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Administration savings estimates)
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 247.9 265.6 285.3 307.0
Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8%
Per Capita Growth 6.5% 6.4%
Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 2219 238.3 256.6 276.9
Aggregate Growth 11.0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9%
Per Capita Growth 6.5% 6.5%
Savings -3 -6 -9 -16 -23 -30 -38 -56 124
Budget Resolution Medicare Proposal (CBO Baseline)
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274
F Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%
I Per Capita Growth 4.4% 4.9%
q‘ Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 2116 226.5 243.8
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1%
Q Per Capita Growth 4.1% 4.8%
f
:Q Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270
CBO PRIVATE GROWTH RATES .
Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 71% 7.6% 7.4%
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 71%

Tha Adminisiration savings were converted to the CBO baseline by subltracling the savings based on the Admin. baseline spending from the CBO baseline spending.
Medicare spending excludes discrelionary spending. Administration eslimates of unduplicated beneficiaries were used for the per capila growth rales.

. These estimates DO NOT include any adjustment for the Republicans’ propose
AR Saem AF

c'mnl to the CPl. As a resulls, net spending is slighlly lower than it would be afier the adlIlmanl.
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MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02

CBO MEDICARE BASELINE

Gross Spending (Including Premiums)  178.1 199.0 219.4 2401 263.4 288.1 3156.2 345.3

Aggregate Growth 11.7%  10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%

Per Capita Growth B.2% 8.2%

Net Spending (Excluding Premiums) 158.0 178.7 197.5 2159 237.4 260.8 286.5 315.2

Aggregate Growth 13.1% 105% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%

Per Capita Growth B.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline)

Gross Spending (Including Premiums)  178.1 195.7 2137 230.6 247.3 2646  283.8 304.9

Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7%

Per Capita Growth 6.4%  6.3%

Net Spending (Excluding Premiums) 158.0 175.4 191.8 206.4 2213 237.3 255.1 2748

Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 71.9% 7.8%

Per Capita Growth 6.4% 6.4%

Savings -3 -6 -9 =16 -23 -31 -40 -58 -130
Budget Resolution Medicare Proposal (CBO Baseline)

Gross Spending (Including Premiums)  178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%

Per Capita Growth 4.4% 4.9%

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 2438

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 57% 7.0% 7.6% 5.5% 6.1%

Per Capita Growth 4.1% 4.8%

Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270
CBO PRIVATE GROWTH RATES

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 76% ,74%

Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 71% 6.8% 7.2% 71%

The Administralion savings were converied to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and
(b) mulliplying thal percent reduclion by the CBO baseline spending.
Medicare spending excludes discretionary spending. Administration eslimates of unduplicated beneficiaries were used for the per capita growth rates.

These estimales DO NOT include any adjusiment for the Republicans' proposed adjustiment to the CPI. As a results, net spending is slightly lower than il would be after the adjustiment

02-Sep-95



MEDICAID PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 89.2 899.3 110 1221 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 384 40.0 412 42.4 43.7 449 459
4.2% 41% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates)
Spending 89.2 g5.3 106 116.1 127.8 139.1 151.6 164.8
6.8% 11.2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6%
Spending per Recipient 2,422 2,483 2,652 2,819 3,014 3,185 3,380 3,688
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3%
Savings 4 4 6 -7 -9 -11 13 -30 -54

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,655 2,579 2,605 2,630 2,664 2,705

2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converied to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending.

 DRAFT --
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Per Capita(Growth Rates /
Private Sector, Medicare, and Medicaid, FY 1996-2002

9.0% -
8.0% -
7.0% -
6.0% |
5.0% -
4.0% -
3.0% -
2.0% -
1.0% -

- 0.0%

8.2%

Private Medicare Medicare Medicaid = Medicaid
Sector Current Republican Current Republican

System Resolution System Resolution
Administration estimates using CBO Baseline

1-Sepi-95
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Medicaid Spending Per Beneficiary

Current System, Administration, and Republican Proposals, FY 2002
‘Per Capita Growth Rates, FY 1996-2002, Provided in Parentheses

(7.0%)

$4.000 - $3,871 (6.2%)
| $3,562

$3,500 -

(1.4%)
$3,000 $2,705
$2,500 -
$2,000 -
$1,500 -
$1,000 -

$500 -
$0 " . . F - . ¥ = -
Medicaid Medicaid Medicaid
Current Administration i Republican
System Proposal ' Resolution

Adminisiration estimates using CBO Baseline
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Medlcare Spending Per Beneficiary

Current System, Administration, and Republican Proposals, FY 2002
Per Capita Growth Rates, FY 1996-2002, Provided in Parentheses

(8.2%)

$9,000 - $8,361 (6.3%)

$8,000 - $7,383 . (4.9%)

$7,000 - $6,635

$6,000 -

$5,000 -

$4,000

$3,000 -

$2,000 -

$1,000 1 .

A $0 J ¥ T
. Medicare Medicare Medicare

Current - Administration Republican

Administration eshmalesu&mgCBOBasdm



. MEDICAID PRO POSAL.GROWTH RATES .

(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending ., 89.2 99.3 110 1221 134.8 148.1 162.6 177.8 614.3 9547
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 459
4.2% 41% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 71.7% 72% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Spending 89.2 895.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4
6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5%
Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2%
Savings -4 -4 -6 -8 .-10 -12 -14 -32 -68

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 g95.6 102.1 106.2 110.5 114.9 119.5 124.3
' 7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted lo the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and
(b) multiplying that percent reduction by the CBO baseline spending.

DRAFT



MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICARE BASELINE
Gross Spending (Including Premiums) 178.1 199.0 219.4 2401 263.4 288.1 315.2 3453
Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%
Per Capita Growth 8.2% 8.2%
Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%
Per Capita Growth 8.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Administration savings estimates)
Gross Spending (Including Premiums) 178.1 195.7 2139 230.9 247.9 265.6 285.3 307.0
Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8%
Per Capita Growth 6.5% 6.4%
Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221.9 238.3 256.6 276.9
Aggregate Growth 11.0% 9.4% 1.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9%
Per Capita Growth 6.5% 8.5%
Savings -3 -6 -9 -16 -23 -30 -38 -56 -124
Budget Resolution Medicare Proposal (CBO Baseline)
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274
F Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%
l Per Capita Growth 4.4% 4.9%
q’ Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 2116 226.5 243.8
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 57% 7.0% 7.6% 5.5% 6.1%
Q- Per Capita Growth 41%  4.8%
Q Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270
CBO PRIVATE GROWTH RATES .
Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 71% 7.6% 7.4%
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1%

The Adminislration savings were converted to the CBO baseline by sublracling the savings based on the Admin. baseline spending from the CBO baseline spending
Medicare spending excludes discretionary spending. Administration eslimates of unduplicated beneficiaries were used for the per capita growth rales.

. These estimates DO NOT include any adjustment for the Republicans’ proposed ‘nm to the CPl. As a resulls, net spending s slightly lower than it would be after the niI' Iman!.
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MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02

CBO MEDICARE BASELINE

Gross Spending (Including Premiums)  178.1 199.0 2194 240.1 263.4 288.1 316.2 345.3

Aggregate Growth 11.7% 10.3%  9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%

Per Capita Growth 8.2% 8.2%

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2

Aggregate Growth 13.1% 105%  9.3% 10.0%  9.9% 9.9% 10.0% 9.9% 9.9%

Per Capita Growth B.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline)

Gross Spending (Including Premiums)  178.1 195.7 213.7 2306 247.3 264.6 283.8 304.9

Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7%

Per Capita Growth 6.4% 6.3%

Net Spending (Excluding Premiums) 168.0 175.4 191.8 206.4 2213 237.3 255.1 2748

Aggregate Growth 11.0% 94% 76% 72% 72% 7.5%  7.7% 79%  7.8%

Per Capita Growth 6.4% 6.4%

Savings -3 -6 -9 -16 -23 -31 -40 -58 -130
Budget Resolution Medicare Proposal (CBO Baseline)

Gross Spending (Including Premiums)  178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%

Per Capita Growth 4.4% 4.9%

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 2116 226.5 243.8

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 57% 7.0% 786% 5.5% 6.1%

Per Capita Growth 4.1% 4.8%

Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270
CBO PRIVATE GROWTH RATES

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 76% ,74%

Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 71% 6.8% 7.2% 71%

The Administralion savings were converied to the CBO baseline by (a) converting the savings from the Administration baseline Into a percent reduction from bascline spending; and

(b) multiplying thal percent reduclion by the CBO baseline spending.

Medicare spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates.

These estimales DO NOT include any adjustment for the Republicans’ proposed adjustment lo the CPI. As a results, net spending Is slightly lower than it would be after the adjusiment
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MEDICAID PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 88.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 412 42.4 43.7 449 459
4,2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2.752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates)
Spending 89.2 853 106 116.1 127.8 139.1 151.6 164.8
6.8% 11.2% 9.5% 10.1% B.8% 9.0% 8.7% 9.9% 8.6%
Spending per Recipient 2,422 2,483 2,652 . 2,819 3,014 3,185 3,380 3,688
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3%
Savings 4 @ 4 -6 -7 -9 -11 13 -30 -54

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 1243

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,565 2,579 2,605 2,630 2,664 2,705

2.8% 2.6% 0.8% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 43 -54 -85 -182

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending.
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MEDICARE PROPOSA!GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02

CBO MEDICARE BASELINE

Gross Spending (Including Premiums) 178.1 199.0 2194 240.1 263.4 288.1 315.2 3453

Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%

Per Capita Growth ' 8.2% 8.2%

Net Spending (Excluding Premiums) 158.0 178.7 197.5 2159 2374 260.8 286.5 315.2

Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%

Per Capita Growth 8.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Administration savings estimates)

Gross Spending (Including Premiums) 178.1 195.7 2139 230.9 2479 265.6 2853 307.0

Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8%

Per Capita Growth 6.5% 6.4%

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221.9 238.3 256.6 276.9

Aggregate Growth 11.0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9%

Per Capita Growth 6.5% 6.5%

Savings -3 -6 -9 -16 -23 -30 -38 -56 -124
Budget Resolution Medicare Proposal (CBO Baseline)

Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%

Per Capita Growth 4.4% 4.9%

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1%

Per Capita Growth 4.1% 4.8%

Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270
CBO PRIVATE GROWTH RATES

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4%

Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 71% 6.8% 7.2% 7.1%

The Administration savings were converied to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending.
Medicare spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates.

These estimales DO NOT include any adjustment for the Republicans' proposed adjustment to the CPI. As a results, net spending is slightly lower than it would be after the adjustment.
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MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00  96-02

CBO MEDICARE BASELINE
Gross Spending (Including Premiums) 178.1 199.0 2194 240.1 263.4 288.1 315.2 345.3

Aggregate Growth 11.7% 103% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%
Per Capita Growth 8.2% 8.2%
Net Spending (Excluding Premiums) 158.0 178.7 1975 2159 2374 2608 2865 315.2

Aggregate Growth 13.1% 105% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%
Per Capita Growth 8.4% 8.5%

Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Gross Spending (Including Premiums) 1781 185.7 213.7 2306 2473 264.6 283.8 304.9

Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7%
Per Capita Growth 6.4% 6.3%
Net Spending (Excluding Premiums) 158.0 175.4 191.8 206.4 2213 2373 2551 274.8

Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8%
Per Capita Growth 6.4% 6.4%
Savings -3 -6 -9 -16 -23 -31 -40 -58 -130

Budget Resolution Medicare Proposal (CBO Baseline)
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%
Per Capita Growth 4.4% 4.9%
Net Spending (Excluding Premiums) 158.0 170.7 179.8 1893 2002 2116 2265 243.8

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1%
Per Capita Growth 4.1% 4.8%
Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270

CBO PRIVATE GROWTH RATES
Aggregate Growth 66% 75% 78% 15% 75% 73% 71%|| 76%  7.4%
Per Capita Growth 62% 71% 74% 72% 72% 7.1% 68%|| 72% 7.1%
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The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and

(b) multiplying that percent reduction by the CBO baseline spending.

Medicare spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates

These estimates DO NOT include any adjustment for the Republicans’ proposed adjustment to the CPI. As a results, net spending Is slightly lower than it would be after the adjustment
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. MEDICAID PROPOSALQ ROWTH RATES

(Dollars in billions, Tiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 412 42.4 43.7 449 459
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates)
Spending 89.2 95.3 106 116.1 127.8 139.1 151.6 164.8
6.8% 11.2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6%
Spending per Recipient 2,422 2,483 2,852 2,819 3,014 3,185 3,380 3,588
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3%
Savings -4 -4 -6 -7 -9 -1 -13 -30 -54
Budget Resolution Medicaid Proposal (CBO Baseline)
Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3
7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending.
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. MEDICAID PROPOSA. GROWTH RATES .

(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 89.2 99.3 110 1221 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 41.2 42 .4 43.7 44 9 45.9 |
42% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2422 2587 2752 2,964 3179 3,391 3625 3,871
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Spending 89.2 95.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4
6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5%
Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2%
Savings 4 4 6 8 -10 12 14 32 -58

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 1243

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,706

2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and
(b) multiplying that percent reduction by the CBO baseline spending
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(Dollars in billions, fiscal years)

MEDICARE PROPOSAL! & GROWTH RATES

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02

CBO MEDICARE BASELINE

Gross Spending (Including Premiums) 178.1 199.0 2194 2401 263.4 288.1 315.2 345.3

Aggregate Growth 1.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%

Per Capita Growth : 8.2% 82%

Net Spending (Excluding Premiums) 158.0 178.7 197.5 2159 2374 260.8 286.5 315.2

Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%

Per Capita Growth 8.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Administration savings estimates)

Gross Spending (Including Premiums) 1781 195.7 213.9 230.9 2479 2656 285.3 307.0

Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8%

Per Capita Growth 6.5% 6.4%

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221.9 238.3 256.6 276.9

Aggregate Growth 11.0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9%

Per Capita Growth 6.5% 6.5%

Savings -3 -6 -9 -16 -23 -30 -38 -56 -124
Budget Resolution Medicare Proposal (CBO Baseline)

Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%

Per Capita Growth 4.4% 4.9%

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 2116 226.5 2438

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 57% 7.0% 7.6% 5.5% 6.1%

Per Capita Growth 41% 4.8%

Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -711.4 -139 -270
CBO PRIVATE GROWTH RATES

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 71% 7.6% 7.4%

Per Capita Growth 6.2% 7.1% 7.4% 7.2% 71.2% 71% 6.8% 7.2% 7.1%

The Administration savings were converted to the CBO baseline by subltracting the savings based on the Admin. baseline spending from the CBO baseline spending.
Medicare spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates.

These estimates DO NOT include any adjustment for the Republicans' proposed adjustment to the CPI. As a results, net spending is slightly lower than it would be after the adjustment.
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MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 19939 2000 2001 2002 96-00  96-02

CBO MEDICARE BASELINE
Gross Spending (Including Premiums) 178.1 199.0 2194 2401 263.4 288.1 315.2 3453

Aggregate Growth 11.7% 103% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%
Per Capita Growth 8.2% 8.2%
Net Spending (Excluding Premiums) 1580 1787 1975 2159 2374 2608 2865 3152

Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%
Per Capita Growth 8.4% 8.5%

Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Gross Spending (Including Premiums)  178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9

Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7%
Per Capita Growth 6.4% 6.3%
Net Spending (Excluding Premiums) 158.0 1754 191.8 206.4 221.3 237.3 255.1 274.8

Aggregate Growth 11.0% 9.4% 7.6% 1.2% 7.2% 7.5% 7.7% 7.9% 7.8%
Per Capita Growth 6.4% 6.4%
Savings -3 -6 -9 -16 -23 -31 -40 -58 -130

Budget Resolution Medicare Proposal (CBO Baseline)
Gross Spending (Including Premiums)  178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%
Per Capita Growth 4.4% 4.9%
Net Spending (Excluding Premiums) 1580 1707 1798 1893 2002 2116 2265 2438 .|

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1%
Per Capita Growth 41% 4.8%
Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270

CBO PRIVATE GROWTH RATES
Aggregate Growth 6.6% 7.5% 7.8% 7.5% 71.5% 7.3% 7.1% 7.6% 7.4%
Per Capita Growth 6.2% 71% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1%
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The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and

(b) muitiplying that percent reduction by the CBO baseline spending.

Medicare spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates.

These estimates DO NOT include any adjustment for the Republicans’ proposed adjustment to the CPI. As a results, net spending is slightly lower than it would be after the adjustment
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. MEDICAID PROPO SAL, ROWTH RATES

(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00  96-02
CBO MEDICAID BASELINE
Spending 89.2 99.3 110 1221 134.8 1481 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 384 40.0 412 424 43.7 449 45.9 |
4.2% 4.1% 31% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 7.7% 71.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates)
Spending 89.2 95.3 106 116.1 127.8 1391 151.6 164.8
6.8% 11.2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6%
Spending per Recipient 2,422 2,483 2,652 2,819 3,014 3,185 3,380 3,588
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3%
Savings -4 -4 -6 -7 -9 -1 -13 -30 -54
Budget Resolution Medicaid Proposal (CBO Baseline)
Spending 89.2 956 102.1 106.2 1105 114.9 119.5 124.3
7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705
2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending.
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MEDICAID PROPOSA.GROWTH RATES

(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 41.2 42 .4 43.7 44 9 459 |
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 1.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Spending 89.2 95.2 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896.4
6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5%
Spending per Recipient 2,422 2,479 2,646 2,810 2,999 3,166 3,358 3,562
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2%
Savings 4 4 6 8 -10 12 -14 a2 58
Budget Resolution Medicaid Proposal (CBO Baseline)
Spending 89.2 956 102.1 106.2 110.5 114.9 119.5 1243
7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4 5%
Spending per Recipient 2,422 2,491 2,655 2,579 2,605 ‘ 2,630 2,664 2,705
2.8% 26% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and
{b) multiplying that percent reduction by the CBO baseline spending.
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(Dollars in billions, fiscal years)

MEDICARE PROPOSAQ GROWTH RATES

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02

CBO MEDICARE BASELINE

Gross Spending (Including Premiums) 178.1 199.0 2194 2401 263.4 288.1 315.2 345.3

Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%

Per Capita Growth ' - 8.2% 8.2%

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 2374 260.8 286.5 315.2

Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%

Per Capita Growth 8.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Administration savings estimates)

Gross Spending (Including Premiums) 178.1 195.7 2139 230.9 2479 265.6 285.3 307.0

Aggregate Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 7.9% 7.8%

Per Capita Growth 6.5% 6.4%

Net Spending (Excluding Premiums) 158.0 175.4 192.0 206.7 221.9 238.3 256.6 276.9

Aggregate Growth 11.0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 8.0% 7.9%

Per Capita Growth 6.5% 6.5%

Savings -3 -6 -9 -16 -23 -30 -38 -56 124
Budget Resolution Medicare Proposal (CBO Baseline)

Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%

Per Capita Growth 4.4% 4.9%

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1%

Per Capita Growth 4.1% 4.8%

Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270
CBO PRIVATE GROWTH RATES

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4%

Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 71%

The Administration savings were converied to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending
Medicare spending excludes discretionary spending. Administration estimates of unduplicated beneficiaries were used for the per capita growth rates.

These estimates DO NOT include any adjustment for the Republicans' proposed adjustiment to the CPl.  As a resuits, net spending is slighlly lower than it would be after the adjustment
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MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00  96-02

CBO MEDICARE BASELINE
Gross Spending (Including Premiums) 178.1 199.0 2194 2401 263.4 288.1 3152 3453

Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%
Per Capita Growth 8.2% 8.2%
Net Spending (Excluding Premiums) 158.0 178.7 1975 2159 237.4 260.8 286.5 315.2

Aggregate Growth 131% 105% 9.3% 100% 9.9% 9.9% 10.0% 9.9% 9.9%
Per Capita Growth 8.4% 8.5%

Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Gross Spending (Including Premiums) 178.1 195.7 2137 230.6 2473 2646 2838 304.9

Aggregate Growth 9.9% 9.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7%
Per Capita Growth 6.4% 6.3%
Net Spending (Excluding Premiums) 158.0 1754 191.8 206.4 221.3 2373 2551 2748

Aggregate Growth 11.0% 94% 7.6% 7.2% 7.2% 7.5% 7.7% 7.9% 7.8%
Per Capita Growth 6.4% 6.4%
Savings -3 -6 -9 -16 -23 -31 -40 -58 -130

Budget Resolution Medicare Proposal (CBO Baseline)
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%
Per Capita Growth 4.4% 4.9%
Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3  200.2 2116 2265 2438

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1%
Per Capita Growth 4.1% 4.8%
Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270

CBO PRIVATE GROWTH RATES
Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 7.1% 7.6% 7.4%
Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 71%

-
LL
I
Qz
A

The Administration savings were converied to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending, and

(b) multiplying that percent reduction by the CBO baseline spending. ’

Medicare spending excludes discretionary spending. Administration estimales of unduplicated beneficiaries were used for the per capita growth rates

These estimates DO NOT include any adjustment for the Republicans’ proposed adjustment to the CPI. As a results, net spending is slightly lower than it would be after the adjustment
02-Sep-95



. MEDICAID PROPOSAL’ ROWTH RATES .

(Dollars in billions, Mscal years)
1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 89.2 99.3 110 1221 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 412 42.4 43.7 44.9 459
4.2% 4.1% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates)
Spending 89.2 95.3 106 116.1 127.8 139.1 151.6 164.8
6.8% 11.2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6%
Spending per Recipient 2,422 2,483 2,652 2,819 3,014 3,185 3,380 3,588
2.5% 6.8% 6.3% 6.9% 57% 6.1% 6.2% 6.4% 6.3%
Savings -4 -4 -6 -7 -9 -11 -13 -30 -54

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 95.6 102.1 106.2 110.5 114.9 119.5 124.3

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705

2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending.
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. MEDICAID PROPOSA.GROWTH RATES .

(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients ; 36.8 38.4 40.0 41.2 42 .4 43.7 449 45.9 |
4.2% 41% 3.1% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 1.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Percent Reduction from Administration Baseline)
Spending 89.2 952 105.8 115.7 127.2 138.3 150.6 163.6 582.2 896 .4
6.7% 11.1% 9.4% 9.9% 8.7% 8.9% 8.6% 9.8% 9.5%
Spending per Recipient 2,422 2479 2,646 2,810 2,999 3,166 - 3,358 3,562
2.4% 6.8% 6.2% 6.8% 5.6% 6.0% 6.1% 6.3% 6.2%
Savings 4 -4 6 -8 -10 12 -14 -32 58

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 956 1021 106.2 110.5 114.9 119.5 124.3

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705

2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 -43 -54 -85 -182

The Administration savings were converted to the CBO baseline by (a) converting the savings from the Administration baseline into a percent reduction from baseline spending; and
{b) multiplying that percent reduction by the CBO baseline spending.

DRAFT



MEDICARE PROPSALS & GROWTH RATES

(Dollars In billions, fiscal years)
1995 1998 1997 1998 1989 2000 2001 2002 2003 2004 2005 96-00 96-02

CBO MEDICARE BASELINE .

Gross Spending (Including Premiums) 178.1 199.0 2194 2401 2634  288.1 315.2 345.3 3789 4164 458.3

Aggregate Growth 11.7% 103% 9.4% 9.7% 0.4% 9.4% 9.5% 9.7% 9.9% 10.1% 9.7% 9.6%

Per Capifa Growih 8.2% 8.2%

Nel Spending (Excluding Premiums) 158.0 178.7 197.5 2159 237.4 260.8 2885 315.2 3473 3832 4239

Aggregate Growih 13.1% 105% 9.3% 100% 9.9% 99% 100% 10.2% 10.3% 10.6% 9.9% 9.9%

Per Capita Growth 8.4% 8.5%
Administration Madicare Proposal (CBO Baseline: Administration savings estimates)

Gross Spending (Including Premiums) 178.1 195.7 2139 23098 2479 2656 2853 307.0 3344 3625 30924

Aggregate Growih 9.9% 9.3% 8.0% 7.3% 7.1% 1.4% 76% 8.8% 8.5% 8.2% 7.9% 7.8%

Per Caplta Growth 6.5% 6.4%

Net Spending (Excluding Premiums) 1580 1754 1820 2067 2219 2383 2566 2769 3025 3293  358.0

Aggregate Growth 11.0% 94% 1.7% 1.3% 7.4% 1.7% 71.9% 9.2% 8.9% 8.7% 8.0% 7.9%

Per Caplta Growlh 6.5% 6.5%

Savings 3 ] -9 -16 -23 -30 -38 -45 -54 -66 56 -124
Budget Resolution Medicare Proposal (CBO Baseline)

Gross Spending (Including Premiums) 178.1 181 202 214 226 239 255 274 i) | 309 328

Aggregate Growih 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 6.2% 6.2% 6.2% 5.8% 6.2%

Per Capita Growth 4.4% 49%

Nel Spending (Excluding Premiums) 158.0 1707 1798 1893 2002 2116 2265 2438 2594 2758  293.8

Aggregatfe Growth 8.0% 5.3% 5% 5.8% 57% 7.0% 7.6% 68.2% 8.2% 6.2% 5.5% 6.1%

Per Caplta Growih 4.1% 4.8%

Savings 8 177 -26.6 -37.2 -40.2 -60 -71.4 -88 -107 -130 -139 -270
CBO PRIVATE GROWTH RATES

Aggregate Growth 6.6% 7.5% 7.8% 71.5% 7.5% 7.3% 1.1% 6.9% 8.6% 6.4%|| 7.6% 71.4%

Per Capita Growth 6.2% 7.1% 1.4% 1.2% 1.2% 7.1% 6.8% 6.6% 6.5% 6.2% 7.2% 1.1%

The Administration savings weie converied to the CBO baseline by sublracting the savings based on the Admin. bassfine tpendang from the CBO bacaline spending.
Medicare spending excludes discrstionary spending. Adminisiralion esimates of unduplicated beneficiaries were used Jor the per capita growth rates.

These estimatea 00 NOT indude any adjustment for tha Republicans’ proposed adjusiment to the CPL.  As a resvls, net spending Is slightly lower than It would be after the adjustment.

07-Aug-95




MEDICARE PROPSALS & GROWTH RATES

The Administration savings weve converied ko the CBO beseline by sublracting the savings based on the Admin. basefine spendag from the CBO baseline spending.
Medicare spanding exdudes discrationary spending. Adminisiralion estimates of unduplicated beneficiaries were used lor the per capita growth rates,

These estinates OO NOT indude any adjustment for the Republicans’ proposed adjusiment to the CPL.  As a results, nai spending Is sfighlly lower than it would be after the mwm.

07-Aug-95

(Dollars In billions, fiscal years)
1996 1996 1997 1998 1999 2000 2001 20022003 2004 2006 96-00  96-02
1= CBO MEDICARE BASELINE :
) Gross Spending (Including Premiums) 178.1 1990 2194 2401 2634 28819 315.2 3453 37189 4164 4583
p) Aggregate Growth 11.7% 10.3%  9.4% 9.7% 8.4% 0.4% 9.5% 9.7% 98% 10.1% 9.7% 9.6%
=% Per Capita Growth 82%  8.2%
) '
; - Nel Spending (Excluding Premiums) 158.0 178.7 - 1915 215.9 237.4 280.8 288.5 315.2 347.3 383.2 423.9
- Aggregate Growth 13.1% 105% 9.3% 10.0% 9.9% 99% 100% 10.2% 10.3% 10.6% 9.9% 9.9%
~ Per Caplita Growth 8.4% 8.5%
Ly
Administration Medicare Proposal (CBO Bassline: Administration savings estimates)
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.8 247.9 265.6 285.3 307.0 334.1 362.5 3924
Aggregate Growih 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 8.8% 8.5% 8.2% 7.9% 7.8%
Per Caplta Growth B.5% 6.4%
Nel Spending (Excluding Premlums) 158.0 1754 182.0 206.7 221.9 238.3 256.6 276.9 302.5 320.3 358.0
Aggregate Growth 11.0% 9.4% 1.7% 1.3% 7.4% 7.7% 7.9% 9.2% 8.9% 8.7% 8.0% 7.9%
Per Capita Growlh 6.5% 6.5%
Savings 3 ] -9 -18 -23 -30 -38 -45 -54 66 56 -124
Budgel Resolution Medicare Proposal (CBO Baseline)
Groas Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 291 309 328
Aggregate Growth 1.2% 5.8% 5.8% 5.6% 5.6% B.7% 7.5% 6.2% 6.2% 6.2% 5.8% 6.2%
Per Capita Growth 4.4% 4.9%
Nel Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 2116 226.5 243.8 2594 275.8 203.8
Aggregale Growtlh 8.0% 5.3% 6.0% 5.8% 5.7% 7.0% 7.6% 6.2% 6.2% 6.2% 5.5% 6.1%
Per CapHa Growth 4.1% 4.8%
Savings -8 -17.7 -26.6 -37.2 -48.2 -60 -711.4 -88 =107 -130 -139 -270
CBO PRIVATE GROWTH RATES
Aggregate Growlh 8.6% 7.5% 7.8% 1.5% 7.5% 1.3% 1.1% 6.9% 6.6% 6.4%|| 7.6% 1.4%
Per Capita Growth 6.2% 7.1% 7.4% 1.2% 7.2% 7.1% 8.8% 6.8% 6.5% 6.2%|| 7.2% 11%
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MEDICARE PROPSALS & GROWTH RATES

(Dollars In billions, fiscal years)
1996 1996 1997 1998 1989 2000 2001 2002 __ 2003 2004 __ 2005 96-00  96-02

CBO MEDICARE BASELINE :

Gross Spending (Including Premiums) 178.1 199.0 2194  240. 2634 28841 315.2 3453 3780 41864 4583

Aggregate Growth 11.7% 103% 94% 97% 904% 04% 95% 97% 98% 10.1% 97%  9.6%

Per Capita Growth 8.2% 8.2%

Nel Spending {Excluding Premiums) 158.0 178.7 1975 2159 2374 2608 2885 3152 3473 3832 4239

Aggregale Growth 13.1%  105%  9.3% 10.0% 9.9% 9.9% 10.0% 10.2% 103% 10.6% 9.9% 9.9%

Per Caplta Growth 8.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Administration savings estimates)

Gross Spending (Including Premiums) 178.1 195.7 2139 2308 2479 2656 2853 J07.0 3341 3625 3924

Aggregate Growih 9.9% 9.3% 8.0% 1.3% 7.1% 7.4% 7.6% 8.8% 8.5% 8.2% 7.9% 1.8%

Per Caplia Growth B.5% 6.4%

Nel Spending (Excluding Premiums) 1680 1754 1920 2067 2219 2383 2566 2769 3025 3203  358.0

Aggragate Growth 11.0% 9.4% 1.7% 7.3% 7.4% 1.7% 7.9% 9.2% 8.8% 8.7% 8.0% 1.9%

Per Caplta Growth 6.5% 6.5%

Savings 3 £ -9 -18 -23 -30 -38 45 -54 -66 56 124
Budgetl Resolution Medicare Proposal (CBO Basellne)

Gross Spending (Including Premiums) 178.1 191 202 214 226 238 255 274 291 309 328

Aggregate Growth 1.2% 5.8% 5.9% 5.6% 5.0% 6.7% 7.5% 6.2% 6.2% 6.2% 5.8% 6.2%

Per CapHa Growth 4.4% 4.9%

Nel Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 2116 226.5 243.8 259.4 275.8 293.8

Aggregale Growth 8.0% 5.3% 5.3% 5.0% 5.7% 7.0% 7.6% 6.2% 6.2% 6.2% 5.5% 6.1%

Per CapHa Growilh 4.1% 4.8%

Savings -8 -17.7 -26.6 -37.2 -40.2 60 -71.4 -88 -107 -130 -139 -270
CBO PRIVATE GROWTH RATES

Aggregale Growlh 6.6% 7.5% 7.8% 1.5% 7.5% 1.3% 1.1% 6.9% 6.6% 6.4%|| 7.6% 1.4%

Per Capita Growth 6.2% 7.1% 7.4% 1.2% 7.2% 7.1% 6.8% 6.6% 6.5% 6.2%|| 7.2% 11%

The Administration savings weie converied bo the CBO baseline by subbracting tha savings based on the Admin. basefine tpendig from the CBO baseline spending.
Medicare spanding excludes discralionary spanding. Adminisiraion estimates of unduplicatsd benediciaries were used lor the per capita growth rates.

Thase estimates 0O NOT indude any adjustment for the Republicans’ proposed adjusiment lo the CPL.  As a results, net spending Is slighily lower than it would be sfier the adjusiment.

07-Aug-95
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Baseline Medicaid beneficiaries in 2002

Total 45,7 million
Aged 4.8 million
Disabled 7.5 million

Individuals in Families 33.4 million

Nursing home residents 1.9 million

Children 22.9 million

Note: For each group, the reduction in coverage is 19 percent
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Raseline Medicaid beneficiaries in 2002

Total
Aged
Disabled

Individuals in Families

Nursing home residents

Children

45.

33

22.

million

million

million

million

million

million

Note: For each group, the reduction in coverage is 19 percent
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Notes from Finance Member Staff
on Finance Briefing 9-22

Medicare
Hospitals - $65.9 billion over 7 yrs

$92 billion in FY96 to $125.6 b in 2002 - 5% annual rate of
growth

Home Health - $21.7 bill. over 7 yrs

$17.2 b in FY96 to $25.3 b in 2002 - 8.1% annual rate of
growth

Nursing Home - $10.0 b over 7 yrs

$10.6 b in 1996 to $15.6 b in 2002 - 8.2% (compared to 10.8%
in current law)

Hospital, Home Health, Nursing HOme sub-total - 97.6 b

Physician - $19-20 over 7 yrs

$37 b in 1996 to 63 b in 2002 - 8.3% annual increase (compared
to 9.8 % current baseline)

Labs - $6.1 B over 7

$5.3 b in 199€ to 8.5b in 2002 - 8.8% annual growth rate
(compared to 11.7% baseline)

Durable Medical Equipment - $6.3 b over 7 yrs

$3.1 b in 1996 to $5.8 b in 2002 - 10.4% growth rate (compared
to 14.3 %)

Physician, Labs, Medical Equip. Sub-total $31.4 over 7
Medicare Choices - $49 billion over 7 yrs
Fraud and Abuse - $4.1 billion over 7 yrs
MSP - $ 6 billion over 7yrs
Part B deductible - $10 b over 7
Part B premium - $50 b over 7
Means Test - $12 b.
Part B Beni Hits - $72
other???

Total - $260.1 billion of all Bold

Medicaid DSH - $36 b over 7 yr
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Medicare

Hospitals - $65.9 billion over 7 yrs

$92 billion in FY96 to $125.6 b in 2002 - 5% annual rate of
growth

Home Health - $21.7 bill. over 7 yrs

$17.2 b in FY96 to $25.3 b in 2002 - 8.1% annual rate of
growth

Nursing Home - $10.0 b over 7 yrs

$10.6 b in 1996 to $15.6 b in 2002 - 8.2% (compared to 10.8%
in current law)

‘Hospital, Home Health, Nursing HOme sub-total - 97.6 b

Physician - $19-20 over 7 yrs

$37 b in 1996 to 63 b in 2002 - 8.3% annual increase (compared
to 9.8 % current baseline)

Labs - $6.1 B over 7

$5.3 b in 199€ to 8.5b in 2002 - 8.8% annual growth rate
(compared to 11.7% baseline)

Durable Medical Equipment - $6.3 b over 7 yrs

$3.1 b in 1996 to $5.8 b in 2002 - 10.4% growth rate (compared
to 14.3 %)

Physician, Labs, Medical Equip. Sub-total $31.4 over 7
Medicare Choices - $49 billion over 7 yrs
Fraud and Abuse - $4.1 billion over 7 yrs
MSP - $ 6 billion over 7yrs
Part B deductible - $10 b over 7
Part B premium - $50 b over 7
Means Test - $12 b.
Part B Beni Hits - $72
other???

Total - $260.1 billion of all Bold

Medicaid DSH - $36 b over 7 yr



Reduction in Medicare Spending Per Beneficiary
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Note: Total Medicare spending reductions divided by projected number of beneficiaries: fiscal years
Source: US Dept. of Health and Human Services
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Reduction in Medicare Spending Per Beneficiary
Under the Senate Republican Plan
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Reduction in Medicare Spending Per Beneficiary
Under the Senate Republican Plan
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Reduction in Medicare Spending Per Beneficiary
Under the Senate Republican Plan
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. REPUBLICAN MEDICARE PLAN: PAY MORE FOR
| SECOND-CLASS HEALTH CARE

1. ANY WAY YOU SLICE IT, THE GOP MEDICARE
CUT IS THREE TIMES LARGER THAN ANY CUT
IN HISTORY AND IT MEANS YOU WILL PAY
MORE TO GET LESS.

2. MEDICARE RECIPIENTS WILL PAY MORE OUT-
OF-POCKET -- TO FUND A TAX BREAK FOR THE
WEALTHY:

« §$1,700 less per beneficiary in 2002
* Double Deductibles

* Raise Premiums

« Raise the Medicare eligibility age to 67

<

MEDICARE RECIPIENTS WILL PAY MORE, YET
THE CUTS WILL MEAN AN INFERIOR, SECOND-
CLASS MEDICARE PROGRAM:

» Hospital closings threatened

«  Doctors driven out of the program and turning
away recipients

*  Costs shifted to people with private health
Insurance



' REPUBLICAN MEDICARE PLAN: PAY MORE FOR SECOND-CLASS HEALTH
CARE

. Pay More and Get Less -- For Tax Cuts for the Wealthy. Any way you slice it, the
Republican Medicare cuts will force you to pay more to get less -- just to fund a tax cut for the
wealthy. The GOP plan will increase out-of-pocket costs for all seniors -- regardless of their
income or health. Medicare benefits per beneficiary will be cut $1,700 in 2002, forcing spending
to grow 33 percent slowler than the private sector. Both the House and Senate plans increase
premiums, and the Senate plan cuts benefits and doubles deductibles from $100 a year today to
$210 a year in 2002. And not one penny of the increased premiums will go to the Medicare trust
fund. Instead, seniors will pay more out-of-their-pockets to fund a huge tax cut for the wealthy.

Pay Taxes for Two More Years and Wait Two More Years for Benefits. The Senate plan
would gradually delay the Medicare eligibility age from 65 to 67 beginning in 2003. Tens of
millions of Americans would have to work longer and pay more taxes to get fewer years of
Medicare. For someone working a desk job in Washington, that may not seem too bad, but to
millions of Americans with physically demanding jobs, it is not just bad -- it is unfair.

Everyone Will Pay More Through Cost Shifting. Lewin-VHI, an independent research firm,
found that the Republicans’ $452 billion cut in Medicare and Medicaid will lead doctors and
hospitals to raise their fees on private patients by at least $90 billion -- essentially a new $90
billion tax on everyone with private health insurance. This cost-shifting will reduce wage
increases by 2.7%, and by as much as 10% for lower-wage workers.

. Untried Experimenting with Medicare. The Republican plan would experiment with Medicare
by creating Medical Savings Accounts that would let the healthiest and wealthiest gamble at the

expensive of everyone else. ADD

Hospitals Will Close and Doctors May Refuse Medicare Patients. By making the deepest cuts
to health care provider payments in history, the Republican plan would lead to rural and urban
hospital closures and create huge incentives for physicians to refuse to take Medicare patients.
ADD

Raises Taxes on Working Americans. The Senate plan imposes new payroll taxes on many
state and local government employees at a time when the Republicans are cutting taxes for the
wealthy. Medicare does not currently cover government workers in many states who began work
before 1986 and they therefore are not subject to the Medicare payroll tax. Republicans would
require all state and local workers to pay Medicare payroll taxes, raising taxes and imposing an
"unfunded mandate" on state government in violation of the unfunded mandates law that
Congress enacted earlier this year.
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1. ANY WAY YOU SLICE IT, THE GOP MEDICARE
CUT IS THREE TIMES LARGER THAN ANY CUT
IN HISTORY AND IT MEANS YOU WILL PAY
MORE TO GET LESS.
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« Doctors driven out of the program and turning
away recipients

»  Costs shifted to people with private health
insurance



REPUBLICAN MEDICARE PLAN: PAY MORE FOR SECOND-CLASS HEALTH
CARE

Pay More and Get Less -- For Tax Cuts for the Wealthy. Any way you slice it, the
Republican Medicare cuts will force you to pay more to get less -- just to fund a tax cut for the
wealthy. The GOP plan will increase out-of-pocket costs for all seniors -- regardless of their
income or health. Medicare benefits per beneficiary will be cut $1,700 in 2002, forcing spending
to grow 33 percent slowler than the private sector. Both the House and Senate plans increase
premiums, and the Senate plan cuts benefits and doubles deductibles from $100 a year today to
$210 a year in 2002. And not one penny of the increased premiums will go to the Medicare trust
fund. Instead, seniors will pay more out-of-their-pockets to fund a huge tax cut for the wealthy.

Pay Taxes for Two More Years and Wait Two More Years for Benefits. The Senate plan
would gradually delay the Medicare eligibility age from 65 to 67 beginning in 2003. Tens of
millions of Americans would have to work longer and pay more taxes to get fewer years of
Medicare. For someone working a desk job in Washington, that may not seem too bad, but to
millions of Americans with physically demanding jobs, it is not just bad -- it is unfair.

Everyone Will Pay More Through Cost Shifting. Lewin-VHI, an independent research firm,
found that the Republicans’ $452 billion cut in Medicare and Medicaid will lead doctors and
hospitals to raise their fees on private patients by at least $90 billion -- essentially a new $90

billion tax on everyone with private health insurance. This cost-shifting will reduce wage
increases by 2.7%, and by as much as 10% for lower-wage workers.

Untried Experimenting with Medicare. The Republican plan would experiment with Medicare
by creating Medical Savings Accounts that would let the healthiest and wealthiest gamble at the

expensive of everyone else. ADD

Hospitals Will Close and Doctors May Refuse Medicare Patients. By making the deepest cuts
to health care provider payments in history, the Republican plan would lead to rural and urban
hospital closures and create huge incentives for physicians to refuse to take Medicare patients.
ADD

Raises Taxes on Working Americans. The Senate plan imposes new payroll taxes on many
state and local government employees at a time when the Republicans are cutting taxes for the
wealthy. Medicare does not currently cover government workers in many states who began work
before 1986 and they therefore are not subject to the Medicare payroll tax. Republicans would
require all state and local workers to pay Medicare payroll taxes, raising taxes and imposing an
"unfunded mandate" on state government in violation of the unfunded mandates law that
Congress enacted earlier this year.



.dicara Proposal (based on spocs th rough.s) Pre!lmlnary CBO Staff Estimates ’ -8
By fiscal yeay, n bifons of dollars 1097 1999 2000 2009 2 Total ;'
Subtitle A-Medicars Pius Program 06 4.0 1.8 a3 46 79 408 %07

n
Subtitte B-Fraud and Abuse /1 0
Payment Safsguards 04 0.4 0.2 0.4 0.8 08 0.8 10 -
Doubling Civil Monetary Penalties -00 0.0 0.0 0.0 9.0 0.0 0.1 03 ¥
oh' m,bﬂ' 'Oco .0.0 "Duo 'al o 'olo "oto -°|l° "0.1 by
Total, Subtitle B 0.4 0.0 0.2 0.4 0.8 08 .8 20 2
= 4
Subtitie C~Regulatory Refief "
Phiysician Ownership Referral 0.0 0.1 0.1 0.1 0.1 0.1 01 04
Other Reguialoty Relief 0.0 0.1 0.2 0.2 0.2 0.2 0.2 1.1
Physiolan Self Policing /2
Total, Subtitie C 0.4 02 0.2 0.2 0.3 0.3 0.3 1.0
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Icare Propos d&:ased on specs througl.g) Preliminary CBO Staff Estimates % 8
year, In bitfons of 1998 1999 2000 2001 Total
Subtitie D-Modical Liabllity Reform 3?
Subtite F-Medloare Part A N
Redudlion In PPB update (MB-2.0 in 66; -2 to 2002 -0.2 -1.1 24 3.8 -5.4 7.2 2.0 291
Reducse Dispropoctionate 8hare Payments /3 0,8 0.8 “10 -1.1 1.1 -{.2 -1.2 ~70 »
Reduce PPS capial by 15% 1.0 12 =13 -1.3 1.4 -1.4 1.6 B0 =
Rebane Capiial rates . 0.3 0.4 0.4 0.4 0.4 0.4 04 27 3
Reduce nonPPG ocapital by 16% 0.1 0.2 £0.2 0.2 0.2 03 <03 16 =
t for capial-reiwted tax costs 00 0.0 © 0.0 0.0 0.0 0.0 0.0 0.0
Caphal sxceplions revisions /4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Reduce IME ad] to 6% (hru 08, 5.8% (hrough 2002 0.7 0.8 4.8 10 -1.1 “1.1 -2 6.7
Reduco DME /6 0.1 0.2 0.3 0.4 0.6 0.0 00 28
Reduction In nonPPS update (MB-1 to 2002) 0.0 0.0 0.0 0.0 -0.1 «0.4 0.2 0.4
Rebase LTC hoepitale /6 0.0 0.1 0.1 0.1 .1 02 02 0.7
Unite within hosphals /7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Eliminata Pmonu for Hospha) Bed Debt 0,1 0.1 0.2 0.2 -0.2 02 0.2 1.1
Hem 89 through /8 0.0 0.0 0.0 0.0 0 0 : 00 0.0 0.0
chi ln nee ders 0.0 0.0 Q.0 0.0 0.0 - 00 0.0
Sola Communlty Hospiiate inoluded in reduction In PP3 updtto
EAC/RPC Hospitala /0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
REACH » Part A/B /10 0.0 01 0.1 0.4 0.1 0.1 0.1 N
Rural referal oenlers 0.0 01 0.1 0.1 - 0.1 0.1 01 0.7
Floor on erea wage Index 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Sklled Nursing Facltities /11 02 0.8 1.0 -1.4 1.0 2.2 -2.8 100 o
Total, Bubtitie P 3.1 5.1 7.2 2.5 “11.9 -t4.9 -16.8 40.0 -
;
I
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dicare Proposal (based on speoa througl‘g) Prellm!nary GBO Slaafr Estimates .

o
9]
=
y fiscel year, in hiflons of doliars 1808 2001 2002 Tolal ¢
Subtitie G—Medicars Part B 0
Reduce Payments for Physiclens' Services 12 0.7 ~18 -d.0 <38 4.7 47 4.8 204
E"ﬂm Pumm m‘l W ‘o.‘ '1.2 "115 'z.o "2.6 '3‘3 '4:’ "'a 9 W
Fraeze Dur Med Eqpt update, oxygen -20% /13 0.1 0.3 0.4 €5 0.7 08 “10 38 o
Freaze Clinical leb update, 68% of median 0.4 0.4 -0.7 -0.0 -1 1.3 1.8 80
Exterd Quipationt capital reduction 0.0 0.0 0.0 0.1 0.1 0.2 02 06 7
Extend Outpationt paymont reduction 0.0 00 0.0 0.3 0.8 0.4 0.4 14 2
Ambulatory Surgical Centers 2.0 0.1 -0.1 0.2 0.2 03 2.4 43 -
interactions 2.1 0.1 0.2 0.2 «0.3 <03 0.3 ~1.4
Extanalon of Part B premium st 31.6% 3.2 4.1 X 4.9 T4 08 ~12.7 ~48.1
Income-related Part B premium 00 0.4 0.7 1.2 1.6 1.7 2,0 7.6
Total, Subtitie O 8.1 .3 =-10.2 4.1 18,9 -23.8 200 1105
Subtitie H-Maeicare Pavts A and B:
Payment for Home Health Services /14 0.0 1.4 2.3 -2.8 -32 2.6 4.1 -173
Medicare S8acond Payer 0.0 0.0 0.0 -1.2 1.4 1.0 -1.8 6.0
Yotal, Subtitie H 0.0 1.4 2.9 4.0 4.8 4.2 48 -3
ange In Med lays wio Fall-Safe 2.2 60 298 919 413 518 A58 -292.0] _
o
~Addiional Provider Payment Reductions 0.0 0.0 K o3 .9 Y 1.8 -atr' ’
Required by Fall-8afe, Nt of Premiums ' |
[Change in Medicare Outinys with Fai-Safe 5.2 5.8 -20.8 -39.8 49.2 £9.8 1.1 ~270.2)
Subtitle B
Mandatory Appropriations ©0 GME
Trusd Fund 00 0.4 06 2.0 3.0 40 L 158

§
t
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icaré Pnopooal (besed on specs througr.ﬂ) Pnallmlnary OBO Staff Esﬂmates .
-—-—I-I-I-'—Illﬂm L LD o] =] l-lﬂﬂﬂﬂl -m mﬂﬂn Illllllll HFEmD e ey uun-—- 0 R T N A MR MR C R R
COMPARISON OF SPENDING UNDER PROPOSAL WITH CURRENT LAW SPENDING
Gross Mandatory Outiaya for Medicars Benefits

Current Law, BR baseline 177.8 feas 219.1 240.1 263,0 2017 314.8 3440
Preposed Law without falisate ms 93¢ 208.0 223.0 238.0 26564 2148 2000
Difference 0.0 6.0 A44.1 -17.1 25,0 323 40,0 488 1703
Lase: Piat Part B Premiums
Current Lavy, BR baseline ~20.1 -20.3 220 -24.8 28,1 2713 -28.7 30.1
Propoted Law without falisafe -20.1 -23.8 28.4 -28.4 =31.0 *34.8 «38.6 -42.8
Difference 0.0 32 4.4 3.0 4.9 7.4 48 12,7 -49.1
Lees: (ncome-Related Part B Premiums
Current Law 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Proposed Law without tallsafe 0.0 0.0 0.4 0.7 42 -1.5 4.7 2.0
Difference 0.0 0.0 0.4 0.7 .2 -1.6 1.7 2.0 7.6
Net Mandatory Qutiays Without Falisafe
Cument Law 157.7 178.3 107.1 2186 2370 260.4 2698.1 314.7
Proposed Law without falksate 167.7 170.4 181,58 1840 203.0 219.1 2347 261.2
[Change In Nel Medicars Outiays
|_without Failsate 0.0 8.2 15,8 21,8 314 413 £1.8 83,5  .2324
Net Manciatory Outiays With Fallsafe i
Proposed Law with lall-safe 187.7 170.1 161.6 168.8 197.8 211.2 263 2430 E
- {
Change n Net Medioare Outiays ;
with Falissfe 0.0 42 158  -268 398 492 £9.8 T4 -2T0.2
‘
a
b
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lecare Proposal (based on apacs throug.g) Preliminary CBO Staff Estimates .
Haoel year, in

FOOTNOTES:

2 Estimaie under review.

@]

g]

-

of doliars 1997 1908 1999 2000 2001 2002  Total ©

©

[/}

/1 These sstimaies assume thet fal teglstutive ianguage woukd maet ecorekeeping requirements. 6
/3 Payments ase reduced 20% in 80; 26% In 87; and 30% In subsequent years, N
M Legisiative language must sﬂpuh!o thai the redistribution for exceptions will not exceed 10% of talal capilal payments and that this ls an R
aliocation Issue, not a provision that ncresses reimbursements. x

/6 Doas not include effects of provision 10 eliminate payments for residents afier first residency porod.
{0 This estimate atsymes thet the piovision will only be eppiled Lo exlating LTC faciitles.

T This ie probably budget neutral lF language (@ provided that clartiies the Intent is to grandfather existing long term care hoapials that are cumently

losatad within or on (he same campus as the "acute cera PPS-related™ hospisl
/8 This provision would coe! approximately $5 million per yeer.

19 This provision Is budget neutrel if only hospitals currently dulonatod a8 EACH/RPCH will have this designation and no ofhsr
hospkalsfaclkies can be designated as such.

{10 This estimate will be reduced substantlally if (he policy ia to cover only Parl B services.
/11 Based on Senate proposal, excapt MB-2,

/42 This estimale assumes PPRC recommended proposal, coumulalive spending targeis at GDP+2, 6,0% update and target reduclion (n 98,
(13 This line Inchudes a 1% annual upcate for prosthetics and orthotics,

114 Based on Benata proposa), except MB-2,

NOTES:
{, Detalfls may not sum (0 tolel because of rounding.

2. These eatimates assume an enaciment date of November 16, 1095, The estimates would change I the proposal was enacled al & later date.
safl,

3. Theso setimales are basod on dralt leghietive langusge as of /28 and subsequent changes apecified by

4. The effects of medicel savings acourt provision are embodied In the Medicare Choice kne,

8. To the exient that heaith care providers are abie 10 offset lower relmbursements by shifting costs to other payers, lederal revenuos coud fall,
6. These estimates do not Incorporais changes in discretionary apending for administration.
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1999 200

2001

2002 Total

COMPARISON OF BPENDING UNDER PROPOBAL WITH CURRENT LAW SPENDING

Gross Mandatory Outtays for Bledioare Part A Bonefits Without Falisafe

Cument Law, BR basekine 1120 123.7 1362
Propesed Law 1200 1204
Difference 3.1 2.8

Gross Mandetory Outiays for Medicare Part B Benefits Without Falisafe

Current Law, BR basaline 6€6.8 74.0 839
Proposed Law 73.0 7.8
Dierence 2.0 -4.3
Total Mandatory Outiays for Medloare Bansfite VWithout Falisafe
Cumrent Law, BR baseiine 1778 188.0 zie.1
Proposed Law 103.6 208.0
Difference 8.0 1491
Gross Mandetory Outinys for Medicars Part A Benefits With Fallaafe
Current Law, BR baseiine ' 112.0 123.7 136.2
Proposed Lew 1208 128.4
mmu “aci 4:8
Grose Mandatory Qutiays for Medicare Part B Benefits With Fallsafe
Curven! Law, BR bassline 858 740 83.9
Proposed Lew 70 70.5
Duference -2.0 4.3
Total Mandatory Outiays for Medicare Benefits With Falluafe
Curent Law, BRbaseline 1778 1988  210.1
Proposed Law 1936 2080
Difterence _ -8.0 ~11.1
hribi2b, wi4d Bofé

146.8

- 138.3

«10.3

83.6
0.8

240.1
2230
«17.1

140.0
183.2
-13.4

848
-8.8

240, 1
2179

168.8
1441
“14.4

104.0
«10.8

263.0
238.0
-2690

100.6
1%0.1
~19.4

104.6
3.8

263.0

20,7
933

170.7
162.0
-18.1

117.0
1028
-14.2

207.7
2478
-40.2

m Proposal (based on apeoa throu‘m) Preﬂmlnaw CBO Staff Estimates .
fn bilions of deflars

1830
161.8
-21.8

181.2
113.1
-18.2

3148
2748
«40.0

16838
150.8
-26.8

131.2
100.7
218

3148
2088
-48.3

107.1
171.2
"25.‘ - ‘ 00.3

:Odd €£'EZ S6-10-120

147.7
124.8
22,0 70.0

344.6
266.0
489 1793

107.1
165.7
204 A122.7

ial

147.7
1247

-23,0 -93.9

344.8
208 .4
~68.4 -218.7
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.licaro Proposal bmdonspms through Prellmlna CBO Staff Estimates :
mmeQMmdg(g ug .n)a i 990 2000 2001 _’ Total

Subtitle A~Medicamn Plus Program 06 “1.0 1.8 33 46 7.9 «10.8 -30.7
Subtitle B-Fraud and Abuse /1
Payment Safsguarde 04 0.1 0.2 0.4 Q.8 0.6 0.8 10
Doubling Civil Monetary Penalties -0.0 0.0 0.0 0.0 0.0 .0 0.1 03
Other Provisions =0.0 0.0 0.0 90 4.0 0.0 0.0 0.1
Total, Sublitie B 0.4 0.0 0.2 0.4 00 L8 0.6 20
Subtitls C~Regulatory Reflef
Phiyaician Ownership Referrel 0.0 0.1 0.1 0.4 0.1 0.1 041 04
Other Regulalory Relief 0.0 0.1 0.2 0.2 02 0.2 02 11
Physioian Self Policing /2
Total, Subtille C 0.1 02 0.2 02 0.3 03 0.3 18

A = PYE- €80 seacdy of Mo
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: Icare Proposal (based on specs thmug') Prallmlnary €80 Staff Estimates ; 3
ar, In bitfons of 2000 2001 Tol .
Subtitie D-Medical Liability Reform 3
Subtiie F-Medioars Part A N

Reduction In PPB update (MB-2.0 in 88; -2 t0 2002 -0.2 -1.1 24 3.8 -5.4 1.2 9.0 201
Reduce Dispropoctionaie €hare Payments /3 -0,8 08 10 1.1 -1.1 -1.2 -12 ~70 »®
Reduce PPS capital by 15% -4.0 12 -1.3 4.3 1.4 -1.4 -1.8 80 =
Rebase Caplial rates ' 0.3 0.4 0.4 0.4 0.4 0.4 04 27 3
Reduce nonPP8 oapital by 16% «0.1 02 0.2 0.2 0.2 0.3 «03 18 =
Adjustment for capiiel-retsted lax costs 0.0 0.0 - 0.0 0.0 0.0 0.0 0.0 0.0
CapHal sxoceplions revisions (4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Reduce IME ad] to 6% (hru 08, 8.8% {hrough 2002 0.7 08 0.8 1.0 -1.4 1.1 -2 8.7
Reduce DME /5 0.1 0.2 03 0.4 0.6 0.0 08 28
Radaction In nonPPS update (MB-1 lo 2002) 0.0 0.0 0,0 2.0 <0.1 0.1 -02 0.4
Rebase LTC hospliale /8 0.0 0.1 0.1 0.1 0.1 02 02 0.7
Units within hospHals /7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Eliminata Paymants for Hospha) Bad Debt 0.1 0.1 0.2 0.2 0.2 02 0.2 1.1
Hemophllia pass through /8 0.0 0.0 0.0 0.0 00" 0.0 0.0 00
Christlan Sclence ere 0.0 0.0 0.0 0.0 0.0 00 - 00 0.0
Sole Communlty Hospliate inoluded in reduction mPPaupm

EAC/RPC Hospitals /9 0.0 0.0 0.0 0.0 0.0 0.0 0.0
REACH + Part A/B /10 0.0 041 0.1 0.4 0.1 0.1 01 . 07
Rural refecral oonlers 0.0 01 0.1 0.1 01 0.1 0.1 0.7
Floor on srea wage index 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Skiled Nursing Facilies /11 02 0.8 1.0 1.4 1.0 2.2 -2.8 100 G
Tota!, SBubtitie P 3.1 $4 2.2 EY “11.9 14,9 16.8 600 -
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.dicam Proposal (based on specs throug ) Prelimlnary CBO Staft Esﬂmatas .
in Dlons of dolars 1998 1608 1997 2001 2002 Tolal
Subtitie G—Medicars Part B
Reduce Payments for Physiclans' Sarvices /12 07 1.8 -2.0 3.8 4.7 47 4.8 20 4
Eliminate Formula Driven Overpayment 209 1.2 -1.8 2.0 2.8 3. -4.8 -89
Fraexe Dur Med Eqpt updste, oxygen -20% /13 0.1 0.3 0.4 2.5 0.7 0.8 1.0 3.8
Freeze Clinical leb update, 68% of median 0.4 0.4 0.7 0.0 1.4 1.3 48 8.0
Exiend Quipstiont capital reduction 00 0.0 0.0 +0,1 0.1 0.2 02 -08
Extend Outpatient payment reduction 0.0 0.0 09 0.3 03 0.4 0.4 -1.4
Ambulatory Surgical Centers 0.0 0.1 0.1 0.2 0.2 0,9 2.4 13
interactions 0.1 0.1 €.2 0.2 0.3 0.3 0.8 1.4
Extenaion of Part B premium at 31.6% 3.2 .1 3.9 4.9 -TA 28 2.7 ~48.1
Income-related Part B premium 00 0.4 0.7 »1.2 1.6 -7 2,0 1.6
Tota!, Subtitie O 8.1 2.3 =10, 4.1 189 -23.8 200 1108
Subtitie H-Metlicare Parts A and B:
Payment for Home Hoalth Services /14 0.0 1.4 2.3 2.8 32 26 4.1 “17.3
Meadicare Sacond Payer 0.0 0.0 0.0 -1.3 1.4 1.0 -1.8 8.0
Yotal, Subtitie H 0.0 A4 2.9 4.0 4.8 4.2 4.8 2.2
Change In Med 8 wio Fall-Safe 82 160 218 a1d 413 518 450 -202.9
Addiional Provider Payment Reductions 0.0 0.0 4.2 ¥ T Y 1.8 -37.1]
Required by Fall-Safe, Net of Premlums :
[Change in Medicare Outinys with Fail-Safe 82 ___ .68 2.8 39.8 6.2 €98 T4 -270.2)
Subtitle E
Mandatory Appropriations 0 GME
Trust Fund 00 04 0.6 2.0 2.0 40 5.8 15.8
hrit2b wied 3010 01:18 PM 10/01/6¢ { o

~J



-.ileane Proposal S based on specs through‘) Pmllmlnary CBO Staff Estimates .

By fleos) yeer, 1999 2000 _2001 2002 Tota!
u-.-..m.lliIII.-IIllUmﬂ-ﬂ-Ilﬂilﬂll!l-llllIl!E&IllﬂIIIl-lHIII!IIIIIIIIIIIII!I‘IIII.Hl.l...lll-I-I-IIIII-IIIHIHH
COMPARISON OF SPENDING UNDER PNOPOSAL WATH GQURRENT I.M SPENDING

Gross Mandatory Outiaya for Medicare Benefits

Current Law, BR baselins 177.6 1986 2191 240.1 203.0 207.7 314.8 3448

Praposed Law without [alisate {778 {93.6 2080 223.0 238.0 2554 2748 2060

Difference 0.0 6.0 “A44.1 -17.1 25,0 323 40,0 488 -17T0.3
Lese: Piat Part B Premiums

Current Law, BR baoeline ~20.1 -20.3 220 =24.8 28,1 -27.3 “28.7 30.1

Propoted Law wihout falisafe -20.1 -23.8 -26.1 -20.4 <310 «34.8 «38.6 42.08

Difference 0.0 3.2 4.4 ~3.0 4.0 7.4 4.6 2.7 -48.1
Loss: (ncome-Related Part B Premiums

Cument Law 0.0 00 0.0 0.0 00 0.0 0.0 0.0

Proposed Law without fallsale 00 0.0 0.4 0.7 4.2 -1.5 A7 2.0

Difference 0.0 Q.0 ~34 0.7 1.2 1.6 -1.7 2.0 765
Net Mandatory Qutiays Without Fallssfe

Curent Law 167.7 178.3 197.1 2166 2310 260.4 260.1 314.7

Proposed Law without fall-safe 167.7 170.4 181.8 194.0 2030 219.1 2347 261.2

Change In Net Medicars Outtays
| without Faksafe 0.0 2.2 468 218 314 ~41.3 £18 €35  -2324
Net Mandatory Outiays With Fallsafe

Proposed Law with fall-safe 107.7 170.1 101.6 168.8 197.8 211.2 2263 2430

Change n Net Medicare Outiays B

| with Felisafe 0.0 0.2 ~18.8 ~26.8 308 A9.2 9.8 741 -'m.al
hribi2b,wk4 4016 01:98 PM (OVD1/9¢
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dicare Proposal (based on speca througl.g) Preliminary CBO Staff Eaﬂmatos . E
Kaoel year, in bifons of doliars 1098 1997 1998 2000 2002  Total ©
FOOTNOTES: e
/1 These estimates atsume that final leglsletive language would meet ecorekesping requirements. W
12 Estimaie under review. o
/3 Payments ae reduoed 20% in 88; 26% |n B7; and 20% In subsequent years .
M Legisiaiive language myst oupuhto thai the redistribution hrmp!lnm will ot exoned 10% of toted capiial paymente and that this le an 2
allocation Issue, not a provision that incresees reimburssments. 2

16 Doas not include effects of provision 10 eliminate payments for residents afier first residency peried,
/0 This sstimate assymas that the provision will only be eppiiad to exlating LTC faciitles.

[T This ls probably budget neutral IF language |e provided that clarifies the intent is to grandfather existing long term care hoapitals that are cumently

located whhin or on (he same campus as the "acute carm PPS-related™ hospisl.

/8 This provision would cost approximately $5 milion per yeer.

19 Thie provision Is bucdget neutrel if only hospitals currently designaled as EACHYRPCH will have this designation and no other
hospRalefaciikies can be designated as such.

{10 This estimaie wil be reduoced substantially If (he policy s to cover only Part P services.

/11 Bawsed on Senate proposal, excapt MB-2,

/12 This estimale assumes PPRG recommended proposal, cumulalive spending targets at GDP+2, 6.0% update and targel reduclion In 98.

(13 This line Inchudes a 1% annual update for prosthetics and orthotics,

114 Based on Benata proposal, except MB-2,

NOTES:
1. Detafls may not sum (o totel because of rounding.

2. These eatimatos assume an enaciment date of November 16, 1005, The estimates would change I the proposal was enacled al a later dale.

3. These satimales are based on dralt legiriative language as of /28 and subsequent changes apecified by Commilies stafl

4. The effects of medicel savings acourt pravision are embodied In the Medicare Choloe line,

8. To the exient that heaith care providers are able 10 offsst lower re!mbursements by shifting cosls to other payers, lederal revenuos could fall.
6. Thess estimates do not Incorporats changes In diecretionary apendiag for administration,
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dicare Propoaal (based on apeca th roug.zﬂ) Preﬂmlnavy CBO Staff Estimahs . 5
na of dofiars 1998 1998 1999 2001 2002 Yotal &
COMPARISON OF BPENDING UNDER PROPOBAL WITH CURRENT LAW SPENDING @
* N
Gross Mandatory Outtays for Mledicare Part A Boenefits Witheut Falisafe o
W
Current Law, BR basekine 1120 1237 1362 1468 1888 1707 1836 1% -
Propesed Law 120.0 1264 1303 1441 182.0 161.8 171.2 2
Oiffere nce 3.1 0.8 -10.3 “14.4 «18.1 -21.8 259 -100.3 x
Gross Mandetory Outtays for Medioare Part B Benefite Without Falisafe
Current Law, BR basaline 5.8 749 83.9 9.0 104.0 117.0 181.2 147.7
Proposed Law 73.0 70.6 68.7 84.0 1028 1131 124.8
Diersnce 2.0 4.3 0.8 +10.8 -14.2 -18.2 -22.0 70.0
Total Mandatory Outlays for Medloare Bandfite Without Falivale
Current Law, BR baseine 177.8 1988  219.1 2401 2630 2877 3148 4.8
Proposed Law 1936 2080 2230 2380 2004 2748 266.0
Difersnce 4.0 -14.1 7.4 -26.0 223 -40.0 489 1793
QGross Mandatory Outiays for Medicars Part A Benefits With Fallaafe
Current Law, BR baseiine ' 112.0 123.7 136.2 140.0 180.6 170.7 189.8 107.1 -
Proposed Law 1208 128.4 183.2 129.1 147.0 150.8 106.7 Y
Difference +3.1 ©.8 3.4 194 - 228 -26.8 204 227
Gross Mandstory Outiays for Medicare Part B Benefits With Fellsafe
Current Law, BR bassline 8.8 746 838 3.5 104.6 117.0 131.2 147.7
Proposed Lew 7.0 70.5 848 00.0 "w.7 100.7 1247
Duference 20 4.3 8.8 138 174 218 «20.0 3.9
Total Mandatory Outiays for Medioare Benefits With Falleafe '
Current Law, BRbaselne 1778 1888 2194 2404 2830 2677 3148 448
Proposed Law 1938 2000 2176 207 2478 2085 288.4

Diftarence _ -850 “11.1 “22.3 -333 -40.2 -48.3 -66.4 218.7
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. Questions Americans Should Ask Newt Gringich and the
Republicans About Their Medicare Plan

September 15, 1995

1. According to Republicans, the reason for cutting Medicare spending
by $270 billion is to "save" Medicare from going bankrupt.

-- How much of the $270 billion in cuts goes to "save" the
Medicare Trust Fund?

2. The New York Times reports that there is an $80 billion shortfall in the
Republican plan.

-- Is this true?
- How are these savings going to be achieved?

- Who will bear the brunt of these secret cuts -- the beneficiaries?
. inner-city hospitals? rural clinics? Who?

2. The Congressional Budget Office has reported that Medicare cuts of
this magnitude end-up being shifted to families covered under private
health insurance.

-- How much will private health insurance premiums rise because
of these Medicare cuts?

3. Earlier this year, Republicans cut taxes to upper-income seniors that
will result in a loss of $87 billion to the Medicare Part A Trust Fund
over the next decade.

-- Has this money been put back into the Part A Trust Fund in
order to protect its solvency?

4.  If Medicare's solvency was of such critical import to Republicans, why
did they make no mention of it during the entire health care debate in
1993 and 19947?"



S.

- Furthermore, why did they oppose reasonable Democratic
efforts to slow the growth in Medicare? in that debate?

If Medicare's solvency was of such critical import to Republicans, why
was there no mention of it in their "contract with America?"

PART B CUTS;

1.

News reports indicate that the Part B premium will double under the
Republican plan between now and 2002.

- Is this accurate?
- How much will the Part B premium actually be?

How much of this increased premium seniors will pay out of their
pockets will go back into the Medicare Trust Fund?

If seniors on a fixed income such as Social Security face a higher
premium, where will the money come from?

Currently, the Medicare and Medicaid programs build on each other in
providing coverage to seniors of modest incomes.

-- As such, Medicaid covers the Part B premium of seniors at or
below 120% of the poverty level.

-- Will this protection be maintained under the Republican plan?

- In addition, current federal law provides protection for seniors
with incomes at or below 100% of poverty by covering their
deductibles and copayments.

-- Will this protection be preserved?

.- If these protections are not maintained, won't low and moderate-
income seniors be forced into HMOs?



Couldn't seniors actually lose coverage for doctor visits and outpatient
services if they can't afford the Part B premium?

Why are Republicans going to raise premium taxes on upper-income
Medicare recipients if they are going to just turn around and give the
money away in tax breaks to some other group of upper-income
Americans?

If we are going to means-test the Part B premium, why don't we put
the money toward strengthening the Medicare Trust Fund?

MEDICAL TRAINING

1s

¢

Under the Republican plan, will funding for training our nation's
doctors be cut?

--  Who is going to pick-up this cost?

What will be the impact of the Republican policy of ending payment for
international medical graduates on inner-city hospitals which are
heavily dependent on these individuals for providing basic medical
services?

-- Do the Republicans intend to provide any transitional assistance
to these hospitals?

CHOICE

i

Republicans claim to expand choice for Medicare beneficiaries, but it
seems that their plan will in fact damage the choices already available
to beneficiaries. How is choice really expanded?

-- What doctors will they be able to see under the Republican plan
that they cannot see today?



- If payments to doctors are dramatically cut, as it appears the
Republican plan will do, won't the number of doctors willing to
participate in Medicare decline, and drastically?

Over three-quarters of all beneficiaries already have the choice of one
or more managed care plans, many that offer added benefits like
some prescription drug coverage and eye glasses.

-- If the payment to these HMOs is reduced by 24%, won't the
"extras" offered by these plans disappear?

--  Won't this have the effect of reducing the choices available to
seniors?

Reportedly, Medicare payments to contracting HMOs will not be set as
they are today -- based upon the costs of treating Medicare
beneficiaries in the area served by the plan. Instead, HMO payments
are going to be capped in order to match the Republicans' budget
goals.

-- What happens if the capped payment to the HMOs is insufficient
and the HMOs run out of money?

-- Who picks-up the tab?
-- Will beneficiaries have to pay more?

-- After all the "extras" are gone, will managed care plans ration
care?

In prior years, the Congress has considered a medical savings
account (MSA) option under Medicare but concluded that such a
proposal would actually damage the Medicare program.

-- Won't beneficiaries who are healthy and wealthy enough to take
the risk opt for the MSA, leaving the sick behind?



-- If this is done, won't the Medicare Trust Fund lose millions of
dollars that would otherwise be available for beneficiaries when
they are sick?

CONSUMER PROTECTIONS

1.

Are there any changes to the beneficiary protections provided in
current law?

It is rumored that the quality standards in effect today for nursing home
care will be eliminated.

- Is this true?

Horror stories appear constantly in the press about managed care
plans.

-~ Are there protections in this bill against these abuses?

-- Are the beneficiaries protections introduced by Members on both
sides of the aisle included in the bill?

- If not, why not?

The Republican plan states that managed care plans must meet
"solvency" standards.

- What about the other standards that are in current law?

The Republican plan apparently proposes to let unlicensed networks act as
insurance companies.

-- Is this true?

-- Who will oversee these plans providing services to Medicare
beneficiaries if they are not licensed and supervised like other insurance
companies?

-



OVERVIEW, REPUBLICAN MEDICARE PLAN

PROPOSAL

COMMENT

Traditional Medicare/keeping commitment

1. Average payment per beneficiary will

rise to $6,700 in 2002

2. No change in copayments,
deductibles.

3. Keep premium at 31.5 percent

That is a cut of $1700 per beneficiary
from CBO baseline

Current premium analysis

The better Medicare - more choices

Choose between traditional Medicare and
private sector options in new Medicare Plus.
Any private insurer who at least covers
Medicare benefits and meets consumer
protection standards can apply. Options
include:

1. Coordinated care - must meet
solvency, and offer minimum benefit package
equal to that of Medicare --

2. Medical savings accounts - high
deductible policy plus MSA deposit.

3. Provider service networks -- meet
solvency and marketing requirements.

4. Per beneficiary contribution adjusted

for age, other factors, indexed to specified
growth rates.

5. Plans agree to take all applicants.

Multiple choice of different types of plans
with different benefits raises consumer
information/ comparison issue, and adverse
selection issue

What arc standards -- implies that they may
not be same as current?[Note - health plan
quality, access, beneficiary protection
standards issue may be an underlying
weakness]

This means that it is not the standard
Medicare benefit (which is promised in
introductory language)

Adverse selection - Tyson argument

Standards issue again

How tight index? This means that §
contribution unrelated to benefits - buys less
and less -- and beneficiary pays more and
more in premium -- balance billing at
premium level




PROPOSAL

COMMENTS

Waste, fraud, and abuse

L Reward beneficiaries who report
incidences

2. Require SNFs/HHAS to provide cost
estimates up front.

;3 Imposes significant penalties on those
who defraud Medicare

Much of this already occurs today

Seeking value for the government as a
health care buyer

1. Phases out funding for residency
programs for non-citizens and
graduate education subsidies that draw
doctors into highly specialized fields,

targetting funds on primary care.
5 Provide doctors options.
3 Enable doctors to escape paper burden

and restrictive payment rules

What happens to hospitals, areas that rely on
these providers (NYC issue)

How deep a cut -- what are specifics

Does this mean allow balance billing -- either
in standard Medicare, in within health plans?

Affluence testing for subsidized premiums

1. Single seniors with income over
$75,000 and couples over $150,000
will pay higher premiums

2 Gives states the ability to reduce costs

What 1s maximum %?

Guaranteeing solvency through failsafe
1. Set growth rates by provider type

2 Monitor, revise payment updates to
reach target

This is the cost containment. What are
growth rates required to achieve targets?
Have we ever achieved them?

Black box - magic




. HEALTH CARE FINANCING ADMINISTRATION
OFFICE OF LEGISLATIVE AND INTER-GOVERNMENTAL AFFAIRS

MEMORANDUM

TO: John Callahan, Jack Ebeler, Jerry Klepner

FROM: Debbie Chang

DATE: September 14th

RE: Issues, Implications, and Summary of House Rep. Proposal

Attached is a document which discusses issues and implications of
the_ House Republican "proposal."

Sharon Arnold can be reached at 690-5705 and Peter Hickman can be
reached at 690-5950 for guestions.

cc: Bruce
Kathy King
. Christy Schmidt

Karen Pollitz
Jeanne Lambreaux



DRAFT September 14, 1995

Summary of Provisions and Issues
The House Republican Leadership's
"MEDICARE PREBERVATION ACT OF 1995"

1. Retaining Traditiona) Medicare--gummary of Provisions

Beneficiaries automatically enrolled in traditional Medicare
unless they choose a Medicare Plus Option.

> No changes in deductibles or coinsurance

> Increase Part B premium to 31.5% of projected program
costs (see increase in premium for high income
beneficiaries in Section 5).

‘Average per beneficiary spending will increase from $4,800
in. 1996 to $6,700 in 2002. -

a itional dicare--Issues

The MPA claims to allow beneficiaries to remain in
traditional Medicare. However, under the MPA physicians
could serve beneficiaries enrolled in private fee-for-
service plans, MSA/high deductible plans and provider
service networks. There is no indication in the proposal
that beneficiaries would have extra-billing protection under
these plans. If a significant portion of physicians in an
area begin serving beneficiaries only through these
alternative plans in order to avoid extra-billing limits
under traditional Medicare, choosing to remain in
traditional Medicare will not be a “real” option for
beneficiaries.

2. Increasing Choices--gummary of Provisions

Beneficiaries may choose from several private sector options
in a new Medicare Plus system.

Each year, beneficiaries would receive a booklet describing
approved plans available in their geographic area. All
plans must meet consumer protection standards, cover at
least Medicare benefits, and meet solvency standards.

The federal contribution would be adjusted for age and other
factors. Each year the federal contribution would increase
according to specified growth rates.

All plans must take all applicants; applicants cannot be
involuntarily disenrolled by the plan.

Options include:



> Coo ed e . These plans (e.g., HMOs, PPOs,
POS) may reduce out-of-pocket expenses and offer
additional benefits.

> Medical savings accounts (MSAs). Referred to as
"Medisave", these accounts would provide a high-
deductible insurance policy and a cash deposit to the
MSA that would cover a significant portion of the
deductible. The policy would have no copayments, so
beneficiaries would be assured a limit on their out-of-
pocket costs.

Beneficiaries can spend their MediSave funds for
whatever medical needs they have or use them to
purchase long-term care insurance.

A beneficiary could use MediSave funds for non-health
related purposes as long as a minimum balance of 60% of
the high deductible is maintained. Funds used for non-
health care expenses and interest earned on Medisave
accounts would be taxed as income.

The high-deductible amount would be capped.

Provi e Netwo . Doctors and hospitals could
form networks without being licensed as an insurance
company or managed care company. :

> Private fee-for-service plans. While not addressed in
the general description, the attachments indicate that
private fee-for-service plans will also be available.

Increasing Choices--Issues

Under the MPA, the federal contribution is based upon a
fixed amount increased in subsequent years by a fixed growth
rate. Based on the per capita spending amounts assunmed
under the Budget Resolution, the growth rate for the federal
contribution would be far than less projected per capita
growth rates for traditional Medicare and even private
health insurance. Thus, it appears unlikely the fixed
contribution would be sufficient over time for beneficiaries
to purchase their plan of choice without incurring
significant out-of-pocket expenses. In addition, it is
questionable whether adequate numbers of private plans would
participate in Medicare Plus system if the federal
contribution is inadequate.

The MPA states that the federal contribution would be risk
adjusted for age and other factors. However, development of
reliable risk adjustment methods is in its early stages.
Risk adjustment will be critical to ensure that plans are

2



not penalized if their enrollee population is sicker than
average or rewarded if their enrollment is healthier than
average.

In order for beneficiaries to compare competing alternative
plans under the Medicare Plus system, they will need
comparative information quality as well as price, network
composition, benefits, cost-sharing, and other factors.
Comparative information on the quality of care provided by
competing plans is difficult to measure--but of vital
importance to potential enrollees, particularly if they can
only change plans on a yearly basis, as proposed in the MPA.
The need for reliable quality of care assessments is of
particular concern to Medicare beneficiaries, because they
are more likely to be alone and frail and, thus, unable to
navigate the bureaucracy of a managed care plan or to have
others do so on their behalf. However, development of
reliable methods to measure quality of care is still in its
early stages

It is unclear in the MPA what entity would ensure that
standards (e.g., consumer protections, solvency
requirements, marketing standards) would be met by plans.

The Medical Savings Account option could lead to a self-
selection bias against traditional Medicare, with healthy
individuals choosing the MSA and others left in the
traditional Medicare program.

B According to the Medicare Continuous History sample,
average per capita spending in 1993 for was <3.486.

++ Within this sample, however, 55 percent of the
beneficiaries had less than $1,000 in
reimbursement in the previous three years. For
this group, average per capita spending in 1993
was $1,598, only 46% of the average for the entire
sample.

++ There was also a large group, 24 percent of
sample, that had no reimbursement made on their
behalf in the last three years. For this group,
the average per capita spending was $1,122 only
35% of the average for the whole sample.

> Thus, a MSA Option for Medicare could potentially be
costly to the program if low cost beneficiaries opted
for MSA's.

> Under this scenario, the per capita cost of providing

care in traditional Medicare would escalate
dramatically since the costs of care for sicker

3



&»

>

beneficiaries would be spread across a smaller base.
This escalation in per capita spending resulting from
selection could trigger provider cuts under the "“fail
safe" provisions further destabilizing traditional
Medicare.

There is no indication that the MSA option is a one-time
choice. 1If beneficiaries are allowed in and out of the MSA
option selection problems will be even worse.

3. Waste, Fraud, and Abuse--gummary of Provisions

The Department of Health and Human Services is provided with
the authority to reward beneficiaries who report instances
of waste, fraud and abuse.

SNFs and Home Health Agencies would be required to provide
up-front cost estimates to any patient.

Significant penalties imposed on anyone who defrauds
Medicare.

astce ug a -—ISE!O!.

A large proportion of beneficiaries currently report
instances of waste, fraud and abuse. Providing rewards to
beneficiaries who already do so would result in added costs.
This provision would also be administratively complex.

4. Government as a Health Care Buyer--gummary of Provisions

Limits updates for hospitals and physician services

The bill phases out funding for medical residency programs
for non-citizens and graduate medical education funding
subsidies that draw doctors into highly specialized fields,
targeting the funds for primary care.

Gov a alt a uyer--]Issues

In general, we support both the goals of reducing the number
of residency positions in the U.S. and focusing more
resources on primary care training. However, in any policy
which focuses on reducing or eliminating the number of
international medical graduates we would be very concerned
about the impact on hospitals which rely heavily on those
IMGs for providing services.



5. Income-Related Premium--Summary of Provisjon

Single beneficiaries with incomes over $75,000 and couples
with incomes over $150,000 would pay higher Part B premiums
instead of receiving a subsidy from the taxpayers.

Income-Related Premium--Issues

6. "“E'i] E!!ﬂ"“ﬂ!!ﬂﬂﬂ of g;gvi;ign

The MPA would set spending growth rates for provider
categories such as inpatient hospital services, physician
services, home health care, durable medical equipment and
laboratory services.

Each year the Secretary of HHS would determine if the level
of services being provided would exceed designated spending
growth. If it would, the Secretary would reduce payment

updates to guarantee that spending growth targets were met.

“Fajl safe--_Issues

It is unclear how a target system would work in a world
where enrollment in the traditional Medicare would be in
flux and where traditional Medicare would be subject to
significant adverse selection. '

To the extent that provider payment updates are unreasonably
low, the viability of traditional Medicare is threatened.

The attachments to the general description also note the
following provisions of the MPA:

+

+

Repeals of Stark I and II “"excessive" regulations
An advisory commission on Medicare

A commission to recommend Medicare policy changes to prepare
for retirement of the baby boom generation
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A bill to preserve, protect and strengthen Medicare
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INTRODUCTION
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According to the Medrzmre Board of Trustees, which inchuades three Clinton Administratior
cabinet secretaries, Medicare 2arxrt A pext year begins spending ourt more than it takes in for the firt
time in the program’s 30 yez drastory. By 2002, the Trust Fund wwill be bankrupt.

If the program is inscivessnt, the Treasury can not issne cheecks to pay hospital bills. If nothing -
is done, the health care of mificsoms of current beneficiaries and miiillions more nearing retirement who
have paid into the system all thes=ir working lives will be threst=ae=d Bankrupting Medicare is -
unacceptable public policy.

Republicans propose w >preserve, protect and strenther Mriedicare with the Medicare
Preservation Act of 1995. Legivislative language and budgetary scooring are not presently available, bumt

the following outline covers theme-policy options contained in the bill
THE WIEDICARE PRESERVATION :ACT OF 1995

The Medicare Preservanmtion Act of 1995 (MPA) will presexzve the system for current
,iciuiu. protect it for futunre beneficiaries, and strengthe irtthrough reforms that have worked ion

private sector.

Legislation to save Y{e=iiicare from bankruptcy revolves zmround six key components:
1. Keeping our governmerr’s crommitment to traditional Meficeare. 2. Allowing seniors the sane
health care choices availahls wo other Americans. 3. Rooting ount rampant waste, fraud and abuse.
4. Maximizing the taxpayes’ “nealth care dollar. 5. Affloence te=sting for taxpayer subsidized premiunms
6. Guaranteeing solvency fxuough a budgetary “fail safe™ pravission.

(Policy proposals are zin italics].
1. TRADITIONAL MEDICCARE: KEEPING OUR COMMIAITMENT

Just as Republicans prromised throughout the summe=, mraditional Medicare will continte to rbe
an option for all current and fixnture beneficiaries, with four mpoortant aspects:

> Average per bauﬁ::mry spending will rise from $4,2007 in 1996 t0 56,700 in 2(_)02.
3 No change in copcymmrents.
v No change in dedacriiibles.
. No change in the carrent rate for premiwms.
Today, premiums are=31.5 percent of Part B costs. Pre=miums will continue to be calcdatesd that

way, so that they will incessse slightly every year, just as facy~have done since the inception of thee
program.
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The bill exposes the shameiess r=ear tactics of the past few mon=s s2nd the lie that premium
= = would rise by $2,000 per year. Aarcording to the Congressional Bumdget Office, the difference
wereen President Clinton's propesai:l to drop the current 31.5% race =xo0 25% at current speading
=215 and maintaining the currens rxate at lower levels of increased spesrnding amounts to only §7

.210 per month, per beneficiary. Annd beneficiaries will not face arr immcrease in deductibles and
==ryments, in contrast to the months oof demagoguery.

For Medicare beneficiaries whao want to remain in the existing r=xvstem, keeping it is as simple
—necking a box every year. Indeed, ::it's as simple as not checking a xx= every year, since failure to
xzase results in a beneficiary s automenatic ercrollment in traditional Medicicare.

—THE BETTER MEDICARE: GLYVING SENIORS MORE CHOICTES

. The MPA would root out waste= and bring private sector efficiecy v to the system. First, the
=== lets Medicare beneficiaries choosse between traditional Medicare anad several private sector
—ons in a new Medicare Plus plan. =Every year, beneficiaries will recereve a booklet describing the
Trrroved plans available in their area=. Any private insurer who at lect c.covers the Medicare benefis

L3 consumer protection stardarrds ean submit an appllcatim for czhe Medicare Plus booklet.
ﬁ;ﬂ" simply check off the rplan of their choice. If a benefi=cx=ry makes no choice, he is
enrolled in fee-for-savicee Medicare.

- The Medicare Plus program wiiill offer a wide range of choices 1 sseniors.

emordinated Care. Coordinated carsre companies are likely to offer ssve==ral options for seniors. In
=roosing a coordinated care plan, a se=nior might agree to a limited chxicee of physicians or other
—=vviders in return for more benefis txhan Medicare now offers. Such Serenefits could include less owt-
=mpocker expenses for coinswrance arxad deductibles, and/or added bererizirs like outpatient prua'zpﬂa:

==xgs, preventive care, eyeglasses anmxd hearing aids.

All coordinated care plans susust meet solvency requiremerts, 2 d offer a minimum benefit
—ckage equal to that of Medicare.

aesedical Savings Accounts. The Me=dicare Plus program will also aS==—r 2 Medical Savings Accounss
Maedisave) option to all seniors. 4 saenior choosing Medisave would ger: a high-deductible insurance
~zeziicy along with a cash depasit it a : Medical Savings Account that wraid cover a:fgniﬂcm.'parﬁm:
““the deductible. The high-deductibizie policy would have no copaymeex::, so that seniors would be
—=xwred a limit on their out-of-pocier : costs—a quality many are likeh o 7 find attractive.

Seniors choosing this opticn wwould have complete control ove txbe dollars they spend on
ine medical care. They could maiake important medical decisions wit=h their doctors, without
ing about an insurer’s or Madicrare's payment policies. They car sspend their funds for whatever

) ~=medical needs they have or use them = 10 purchase long-term care insirommce.

i
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A beneficiary could take funds out of her Medisave account for non-health related purposes as
long as she maintains a minimum balance of 60 percent of her catastrophic insurance deductible. If

the funds are used for non-health care expenses, they are taxed as income. All interest earnings would
be considered taxable income.

The maximum deductible would be capped to insure consumer protection.

Provider Service Networks. Doctors and hospitals will be allowed to form provider service networks
to cover Medicare benefits, without the insurance company or managed care company as

intermediary. A group of doctors or hospitals that forms a network would be required 1o meet
solvency and marketing requirements.

Per beneficiary contributions will be adjusted for age and other factors, so that Medicare is
providing funds according to need. Each year, the per beneficiary contribution will increase
according to specified growth rates, established to ensure that Medicare remains solvent. Every plan
participating in Medicare must agree to take all applicants and allow everyone to stay in the plan as
long as they want — no one will be shut out due to an illness or a pre-existing condition.

. 3. ROOTING OUT WASTE, FRAUD AND ABUSE.

Ask just about any senior who has used the Medicare system and they can tell you why
Medicare spending is out of control. The system is riddled with waste, abuse and outright fraud. In
hundreds of town hall meetings and tens of thousands of letters from angry seniors, Republicans

_ listened this spring and summer to story after story of a Medicare system that needs greater scrutiny.
Whether it was the story of 2 woman who went into the hospital for eye surgery and was charged for an
autopsy, or the gentleman who was charged $14,000 for a three and a half hour hospital stay, the
message from seniors all over American is the same: Get rid of the fraud and abuse.’

The General Accounting Office notes “Since Medicare was enacted in 1965, the delivery of
health care services has become more complex, but Medicare’s fraud and abuse controls have not kept
pace.” In other words, like much of the Medicare program, the enforcement component has not
adapted to the new realities of the health care market.

Market incentives and private sector competition as described lbove are not enough to clean up
fraud and abuse. The Medicare Preservation Act will enhance the enforcement system and give
paticnts incentives to.scrub their bills for mistakes. The Medicare Preservation Act provides the

Department of Health and Human Services the authority to reward beneficiaries who report incidences
of waste, fraud and abuse.

The bill would require skilled nursing facilities and home health agencies to provide cost
estimates up front to any patient, because making pricing publicly available guards against later bill-
padding. The plan also imposes significant penaities on anyone who defrauds Medicare.
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The Medicare Preservation Act
Myths, Facts, Questions and Answers

ITHE PROCESS

MYTH: You're amming this bill through without any real hearings, ;

. Smcethe'l‘msteu'?onnmcunin ril, we've had dozens of hearings and heard :
thousands of pages of testimony. ' Outside Washington, Represeatatives have been talking to
seniors, providers, hospitals and insurance companses, explaining the problem and looking
for advice and solutions. - - :

e This has been an process, and will continue to be as we work through the bill in
committee, on the r, and with the Senate.

President Clinton is going to veto this bill. Why go through all this?
President Clinton admitted Medicare is going broke and it must be changed if it's to be

. around for our seniors. I truly hope he doesn't choose politics over securing Medicare's
future solvency. '

.0

*0

What's wrong with Ross Perot's idea to try some of these reforms as "pilot projects?*
grledia.re is in cntical condition. And unless we enact these reforms, Medicare will be
ankrupt.
* We aren’tt forcing new ideas on anyone ~ instead of bureaucrats deciding what s best, we re
letting 37 million seniors and disabled Americans make their own choices. And for those

who don t want o cbange, traditional Medicare will remain as an option and seniors will
always be able to switch back to it.

HQW{E&LQ&% WILL BE AFFECTED
MYTH: You are forcing people into HMOs.

e Seniors will have the option to stay in the current program, move into a private fee-for-
service or managed care plan, or purchase a MediSave Account. No one will be financially
pushed into any plan - it's up to each senior to decide what's best for him or her.

MYTH: If premiums increase, the practical effect will be to force people into managed care,

whatever their choice. -~

e In 7 years, seniors will pay between $7 and $10 a month more than they would under the
President’s budget. We believe this is a reasonable afd practical cost to ask from seniors to
save the program from bankruptcy.

Will seniors get a better benefit package than they have right now?
Seniors will be guaranteed the same benefits they have now, no matter what plan they
choose. But they will have the option to choose a plan that may offer, for example,
prescription drugs or eyeglasses, or preventative care or better hospital coverage in addition
to traditional Medicare benefits. Or, they may choose 2 MediSave account with a

e
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catastrophic policy that will allow them total control over their health care dollars. It's up o
seniors to decide what's best for them.

MYTH: Managed care doesn't work in areas like rural America

That's why seniors will have choices of many types of plans. We know that what works in
Los Angeles won't work in rural South Dakota.

We're also going to make it easier for doctors and hospitals to network together, to provide
health care at a better value.

MYTH: The poorest and most vulnerable seniors won't be assured Medicaid will cover their .
nursing care.

Rather than relying on Medicare and Medicaid interacting properly, we are streamlining the
programs so Medicare provides direct relief to low-income seniors.

MYTH: Seniors' out-of-pocket costs are going to skyrocket.

e

Because Medicare is a to government-designed program, seniors are getting a raw
deal. For example, their hospital — Part A — deductible is more than $700, and after 2
months, it's about $180 a day. That's far higher than I‘xivuc insurance. And too many things
aren't covered, like prescription drugs and hearing aids, meaning 70% of seniors have 1o
wmhmMedigap insurance, at about $1,200 a year. '
¢'re offering choices so seniors can choose a plan that offers low copayments and

deductibles. And we're not increasing co-payments and deductibles for those who wish to
remain in traditional Medicare.

Will seniors be guaranteed they can keep their own doctor?
A senior choosing traditional Medicare will continue to have mm.iletc choice over what
doctors they see. If their physician is affiliated with a plan they like, they can choose that

glan. If a senior opts for a MediSave accouat, he or she can continue to see whatever doctor
e wants. ‘

MYTH: Presideat Clinton's plan doesn't affect seniors, and it makes Medicare solveat. Why do
seniors have to pay for the government's screw-ups? -

*o

*o

President Clinton has never submitted a Medicare reform plan. His original budget simply
let it go b;?lll:c. We don't know what he plans to do — he talks a good game, but we've never
seen any bill.

And President Clinton has used some funny math. If he used the same figures we do, which
are more conservative about growth rates and inflation rates, his savings work out to be $192
billion — not the $128 billion he claims. In seven years, that means the difference between
his plan and ours is about a dime on the dollar.

How will Seaiors sign up for these new plans? )
Every year, the government will send seniors a brochure that outlines the differeat options

"available. This 1s how federal employees make insurance choices each year. Beneficiaries

who do nothing will automatically be enrolled in traditional Medicare. If they want 1o
choose one of the new private plans, they just fill out a form in the booklet and mail it in.
After you're earolled in the new plan, you have a short time frame to change your mind.
And then every year after that, you have the option to switch to whatever plan you choose.

What if the voucher isn't enough to buy any plan?
This is not g voucher program. The federal government is not simply going to give each
elderly & coupon and tell them to find their own insurance. Every plan that parucipates in
Mcdicare will have s contract with the federal government, assuring they meet consumer
protection standards. Every participating plan must agree to take all applicants. They cant
differentiate berween older and younger seniors, or between healthy or 11l seniors.
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* Right now, Medicare spenads about $4,800 per beneficiary. Lan seven years under our plan.

Medicare will spend abour:: $6,.700. We've worked with provviders and doctors, and they
assure us that's plenty of mmoney for high-quality health care.

0

' Will you increase cs-ppayments?
No.

Q. Will you increase dednuctubles?
e No.

Q. Seaiors like the cogve=nience of Medicare ~ there's no ameed to deal with insurance

Now they’ll have to buy a plamn, file claims forms with insurancee companies, and deal with all

that bassle, won't they?.

* Seniors don't have to chaoose a private plan if they wish to somay in traditional Medicare.

e But anyone who has everrTiled a claim with Medicare knowsrs it's not exactly user-friendly.
And if you have Medigape, you have to deal with two buremancracies instead of one. Maay o£f -
the private plans elimman=e a lot of the paperwork for semorss.

MYTH: Fly-by-night crookss will set up scams to rip off semiorsrs, taking their vouchers & -
running off with the money, . eaving them without health '
e Secniors will never recervees a check from the government wieith which they have to buy
insurance. They’ll get 2 boooklet, make their choice, and mamail in a form. Medicare will -
directy reimburse hezitha-plans. And Medicare will only aidilow plans to participate in .
. Medicare if they meet strrict consumer protection and other = standards. That will prevem
seniors and taxpayers froom getting ripped off. - .

W y

Q. What does this meam for Medicare's bankruptcy? : ,
e Our plan makes Medicarre solvent until 2014, just before dxae baby-boomers retire. We're
ensuring that Medicare iss there for today's current and fumzre seniors. We will also appoincra

commission to look beyaond 2014, and recommend policess to address the huge demograpimic
shift coming then. !

*0

5 What about waste, fiiraud, and abuse? & " i .
verywhere every Conggressman went over the summer, hee= or she heard horror stories abooat
waste, fraud, and abose. They heard about goverument bunreaucrats who simply didn't canere
about their complaines, —they heard about hospitals that didnn't worry about correcting msamKes
because “seniors aren't ppaying for it anyway." - '

e They told us about tests and procedures beczxnse unscrupulous providers are
trying to make a quick touck. They told us about receivimne medical devices they don't pee=d
because someone gt a rnold of their Medicare number. WWe'll fix that by giving benehcamries
‘who stay in traditiocal }.Medicare a reward for reporting frmaud. We 1l also require all privase

- Medicare plans to mainmrain a 1-800 number to receive bilfiting complaints. .

- And most importantly, ~=ve're bringing this system into the< 215t century. By introducing
competition and makimag providers and insurers compeme fi5or seniors business, seniors will'l be
assured the best bacg faor their buck. And that means prowviders and insurers will lose
tét:ligm if they connrmue 10 waste money - they won t be= able to afford to tolerate waste axnd

A Experts believe thaz: options like coordinated care anc1 Medisave will attract only the
healthiest seniors, leaving za sicker and sicker population in tzraditional Medicare. How wall tirnat
solve the bankruptcy issue=?
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e They're wrong. Those seniors with higher health costs will find several attractive private

sector options. The fact is, Medicare leaves seniors exposed to far more out-of-pocket risk
than the average private insurance plan. Beneficiaries with major illnesses, who are those .
gencra@ly on fixed incomes, face the prospect at the beginning of each year of 2 $718 Pant A
eductible, 2 $100 Part B deductible, and 20 percent copayments on most additional medical
services, along with no coverage for prescription drugs.
The only way to avoid these possibly unlimited costs right now is 10 spend $800 to $1,400
on Medigap insurance. Our Medicare Plus options likely will, as is the practice in private
insurance for those under age 65, offer explicit limits on out-of-pocket liability. That will be

very appealing to a senior on a fixed income who is worried about incurring large medical
bills during the year.

Q. HCFA right now claims that the Medicare risk contract program actually costs more than

traditional Medicare. How will managed care soive the bankruptcy problem?

e Other studies have shown that Medicare risk contracts save money. But it's available in only
certain areas, not across the country and with major restrictions, so we simply can't compare
today s limited program to the new Medicare Plus system.

HOW DOCTORS & HOSPITALS WILL BE AFFECTED

MYTH: Curting doctors' fees means they won't want o see seniors - that will ration care.
e Doctors and hospitals must coptribute to saving Medicare. . But under a more efficient
Medicare system, Medicare dollars will go a lot farther than they have in the past.

¢ * [f the system goes bankrupt, the government can't pay bills. That's what will ration care, and
we won't let that happen. :

Q.  Doesn't cutting doctor and hospital fees for Medicare mean they'll just pass on those coss
to the rest of us? Itsoundsliknhiddpmuxincrme. :

e We are making the system more efficient and giving doctors and bospitals more flexibility ==

they can better treat patients at reasonable costs.

‘o

Are you doin&ag‘hjog about malpractice reform? )
We ve already p a limit on non-economic damages in our Contract legal reform bill.

Won't these cuts mean some rural hospitals will have to close? )
Hospitals are going to bave to change, to become more efficieat. That's happening all
around the country, because Medical technology has ed. Surgeries that once required
four and five days in the hospital are not outpatieat p es. We think rural hospitals are
as able to achieve efficiencies as urban ones. :

o

Are you cutting funding for graduate medical education? ) §
We are making modest reductions in funding and at the same time improving the targeting af
medical education funds toward their best use - training primary care physicians rather thax
highly specialized dbctors who treat fewer paticats. -

*o

Q.  Will the fail safe mechanisms mean bospitals and doctors won't see me if Medicare runs
over budget?

e No. The fail safe is designed to make minor adjustments in payments for medical services.
In faqt. if providers don t overspead, the fail safe won t evea be triggered.
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Q. [t's only Pant A thar's zmoing bankrupt. Why do you baves 1o increase Part B premiums and

make reforms to that p 2 ‘

e Part A pays hospital bills = Part B pays doctor bills. But ir's s doctors who put people into

. bospitals - you cant separazate the two. And the same reporrt that warned us about Part A's
bankruptcy also said that Pr=art B was growing at unsustunanble levels — 12.1% a year for the
rest of the decade, while pomivate insurance costs actually doropped last year.

MYTH: Right now, the goverzmment speads only pennies oa tme dollar for administering

Medicare. Private insurers sperend far nl:::e monZy — meaning sseniors will get less bang for the

buck, and pay more in paperwamrk costs. )

e Today, we spend billiors mxo contract out administering Me=dicare, and it's impossible to know
exactly how much Medicamere spends on paperwork and burseaucracy.

Seniors will get a better vaniue by opening up Medicare © ccompetition. Insurers will have

real incentives w keep fheseir overhead down, and that transisiates into more money being speat

oa health care, and less axopaperwork. Any plan that cannnot keep its costs down simply will

not be able to compete forr seniors business. ‘

® Seniors will compare planns and see which plan is spendingz more on paperwork and
overhead, and which one is1s spending more on health caxe_

Q.

I've heard borror swriz=es abourt insurers canceling policties if someone gets very sick.
They also deay or limit coveage if someone is already sick zmnd wants to purchase coverage.
.ﬁl that happen to seniors wizno choose to buy from privam inusurers?

No. If a seaior chooses wxy purchase a private plan, waiill be guaranteed coverage and
reacwability of their palicicies each year. No Medicare participating insurer can deay
any seaior a plan.

Q. Is this like whaz the C(Chintons tried to do last year?

e The Clinton health care pmian proposed o take everyone’s corivate health insurance and tum it
over to the governmem “We're going to take 2 governme=nt insurance program and apply the
lessons of the private seczor.

e We're increasing choices sSor Medicare beneficiaries, they ~proposed to decrease choices for
everyone, and their plaz wwould have let Medicare go bani

MYTH: Your plan is goimg =0 chase doctors out of traditoozal Medicare.

e Doctors y are nurmmwg away new Medicare paticnts, beecause the bureaucracy is so
overbearing. HCFA exmmioyees with no medical training 7 regularly overrule doctors
Judgments, and declare binilled services medically unnecesssary.  That means the doctors and
paticats get stuck with bifiilis Medicare won t pay. Our pla=n will give doctors the flexibility to
work with beneficiaries mxo determine the best treatmen fdor given circumstances, without a

vernmeant bureaucrx laooking over his shoulder.

- rs can choose w paxarticipate in Medicare Plus plms._. so they bhave the freedomtbpma
patient’s needs first.



What the Clinton Trustees Said This Year
About.Medicare’s Hospital Program:

“Under all the sets of assumptions, the trust fund is projected
to become exhausted even before the major demographic shift

begins.” (page 3)

“The fact that exhaustion would occur under a broad range of

future economic conditions, and.is expectedto occur in the
relatively near future, indicates the urgency of addressing the

HI trust fund’s finaneial imbalance.” (page 13)

Source: 1995 Annual Report of the Board of Trustees of the Federal Hospital Insurance Program,

signed by Secretaries Rubin, Shalala and Reich
page |
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MEDICARE HOSPITAL TRUST FUND
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(f We Don’t Reform Medicate,
payroll Taxes Will Have to

~ Double by 2020
to Avoid Bankruptcy

Sourco: 1995 Annual Report of HI Trustees, page 20
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Private Sector Has Made Improvements

that Can Help Medicare
" (1994 Spending Growth)
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Traditiional Medlicare
Keeping the Comnmnitment

Copayments: No Change
&
" Deductiibles: No Change

Premiumss: Current 31.5% Rate

In 2002, tthe premium forr an average
retiree wvill be $7 more than under
W Presidient Clinton’s pproposal.

page 5
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Monthly Part B Premium:
Beneficiary Cost vs Taxpayer Cost

(portion of premium paid by beneficiary vs. portion of premium paid from general revenues)
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Payment Reforms to Reduce Excessive Growth and, Waste

Annual Sector Growth Rate Targets Projected |

Reducnon of

Full Provnden s
Payment Updates

Paymem Updnte
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EXAMPLE:

75-year old, average income senior

Cogts:
 no additional deductible or copayment
 continued 31.5 percent premium rate

Options:
* ¢an §tay in traditional Medicare

 can choose a managed care option with drug

coverage
« can choose a Medisave plan, limiting out-of-pocket

costs

pege 9
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® ®
Doctors Can Put Their Patients First

The Medicare Preservation Act:

. includes a Medisave option

« allows creation of provider
sponsored networks

« emphasizes previously passed

~ malpractice reform '-

. repeals Stark I and II excessive
regulations | |

page 10
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- ®
Hospitils Will Be More Efficient

The‘Medicare Preservation Act:

« allows creation of provider sponsored
networks |
» repeals Stark I and II excessive regulations

s gslablishes an advisory eommission on

- Medicare

« establishes a commission to recommend
Medicare policy changes to prepare for

retirement of the baby boom generatien

page 11
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THE MEDICARE PRESERVATION ACT OF 1995

A bill to preserve, protect and strengthen Medicare

An outline released by the House Republican Leadership
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According to the Medrzrere Board of Trustees, which inchuades three Clinton Administratios
cabinet secretarics, Medicare 2arart A next year begins spending ourt more than it takes in for the fire
time in the program’s 30 yes hrustory. By 2002, the Trust Funs wwill be bankrupt.

If the program is inscives=nt, the Treasury can not issne che=cks to pay hospital bills. If nothing
is done, the health care of miTiceons of current beneficiaries and miiillions more nearing retirement wha
have paid into the system all thee=ir working lives will be thremsene=d Bankrupting Medicare is -
unacceptable public policy.

Republicans propose w >preserve, protect and strenthes Meiedicare with the Medicare
Preservation Act of 1995. Legivisiative language and budgetary sscoring are not presently available, bum

the following outline covers thmepolicy options contained in the bbill
THE YMIEDICARE PRESERVATION :ACT OF 1995

The Medicare Preservarmtion Act of 1995 (MPA) will preseerve the system for current

ciarics, protect it for frzmre beneficiaries, and strengthe irtthrough reforms that have worked inn
ivate sector.

Legislation to save Ye=dicare from bankruptcy revolves zaround six key components:
1. Keeping our govermmerr’s ccommitment to traditional Mediceare. 2. Allowing seniors the sane
health care choices availahle txo other Americans. 3. Rooting ount rampant waste, fraud and abuse.
4. Maximizing the taxpayex’ “nealth care dollar. 5. Affloence t==sting for taxpayer subsidized premiurms
6. Guaranteeing solvency fxonugh a budgetary “fail safe™ pravission.
[Policy proposals are =in italics].
1. TRADITIONAL MEDICCARE: KEEPING OUR COMMIAITMENT

Just as Republicans prrromised throughout the summes, wraditional Medicare will continee to rbe
an option for all current ard fivoture beneficiaries, with four Impoortant aspects:

- Average per bauﬁ:.imry spending will rise from 54,5007 in 1996 to 36,700 in 2002.
v No change in copcymuents.
- No change in dechcriiibles.
. No change in the carrent rate for premiums.
Today, premiums are=31.5 percent of Part B costs. Pre=miums will continue to be calcdatesd that

way, so that they will incresrse slightly every year, just as they~have done since the inception of thes
program.
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e

The bill exposes the shameless r=ear tactics of the past few mor=s s2nd the lie that premium
== would rise by $2,000 per year. Aaccording to the Congressional Bumdget Office, the difference
wereen President Clinton's propesai:l to drop the current 31.5% rae exo 25% at current speading
==15 and maintaining the current rxute at lower levels of increased sperrnding amounts to only $7
.210 per month, per beneficiary. Annd beneficiaries will not face arr izmcrease in deductibles and
==ryments, in contrast to the montks onf demagoguery.

For Medicare beneficiaries whao want to remain in the existing s=xvstem, keeping it is as simple

—necking a box every year. Indeed, ::it's as simple as not checking a Tax=x every year, since failure 1o
2zogse resullts in a beneficiary 's azomenatic erroliment in traditional Medicicare.

—IHE BETTER MEDICARE: GIYVING SENIORS MbRE CHOICTES

. The MPA would root out waste= and bring private sector efficizcy v to the system. First, the
=== lets Medicare beneficiaries choosise between traditional Medicare anad several private sector
—=ons in a new Medicare Plus plan. =Every year, beneficiaries will recereive a booklet describing the
Trroved plans available in their area=. Any private insurer who at lest c covers the Medicare benefis

tx consumer protection stondarrrds can submit an application for rxhe Medicare Plus booklet.
ﬁwd’ simply check off the rplan of their choice. If a benefi=arzry makes no choice, he is

enrolled in fee-for-sarvicice Medicare.
- The Medicare Plus program witill offer a wide range of choices o seseniors.

emordinated Care. Coordinated carere companies are likely to offer ssve==ral options for seniors. In
=ro0sing a coordinated care plan, 2 seenior might agree to a limited chriceee of physicians or other
—=vviders in return for more benefis trhan Medicare now offers. Such Serenefits could include less oa-
=mpocket expenses for coinsurance arxad deductibles, and/or added bererizizs like cutpatient prc:a-xpdm

—=zgs, preventive care, eyeglasses anxd hearing aids.

All coordinated care plans meust meet solvency requirements, =sxd offer a minimum benefit
—ckage equal to that of Medicare.

seedical Savings Accounts. The Me=dicare Plus program will also cS=== 2 Medical Savings Accounss
Meaedisave) option to all seniors. 4 seenior choosing Medisave would ger1 a high-deductible insurance
-—:.-.-aq; along with a cash depasit ix a : Medical Savings Account that wwid cover a significant portioz

““the deductible. The high-deductibirie policy would have no copayme=x:, so that seniors would be
—=wred a limit on their ow-of-poder: costs—a quality many are likeh o 7 find attractive.

Seniors choosing this option wwould have complete control ove e dollars they spend on
medical care, Theyeouldmkempoﬂmtmed:caldm-m:htbeudoctom without

about an insurer’s or Medicrare's payment policies. They cor sspend their funds for whatever
cal needs they have or use them =10 purchase long-term care insuramnce.
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A beneficiary could take funds out of her Medisave account for non-health related purposes as
long as she maintains a minimum balance of 60 percent of her catastrophic insurance deductible. If

the funds are used for non-health care expenses, they are taxed as income. All interest earnings would
be considered taxable income. ' '

The maximum deductible would be capped to insure consumer protection.

Provider Service Networks. Doctors and hospitals will be allowed to form provider service networks
1o cover Medicare benefits, without the insurance company or managed care company as

intermediary. A group of doctors or hospitals that forms a network would be required to meet
solvency and marketing requirements.

Per beneficiary contributions will be adjusted for age and other factors, so that Medicare is
providing funds according to need. Each year, the per beneficiary contribution will increase
according to specified growth rates, established to ensure that Medicare remains solvent. Every plan
participating in Medicare must agree to take all applicants and allow everyone to stay in the plan as
long as they want — no one will be shut out due to an illness or a pre-existing condition.

. 3. ROOTING OUT WASTE, FRAUD AND ABUSE.

Ask just about any senior who has used the Medicare system and they can tell you why
Medicare spending is out of control. The system is riddled with waste, abuse and outright fraud. In
hundreds of town hall meetings and tens of thousands of letters from angry seniors, Republicans -

~ listened this spring and summer to story after story of a Medicare system that needs greater scrutiny.
Whether it was the story of 2 woman who went into the hospital for eye surgery and was charged for an
autopsy, or the gentleman who was charged $14,000 for a three and a half hour hospital stay, the
message from seniors all over American is the same: Get rid of the fraud and abuse.

The General Accounting Office notes “Since Medicare was enacted in 1965, the delivery of
health care services has become more complex, but Medicare’s fraud and abuse controls have not kept
pace.” In other words, like much of the Medicare program, the enforcement component has not
adapted to the new realities of the health care market.

Market incentives and private sector competition as described above are not enough to clean up
fraud and abuse. The Medicare Preservation Act will enhance the enforcement system and give
paticats incentives to-sgrub their bills for mistakes. The Medicare Preservation Act provides the

Department of Health and Human Services the authority to reward beneficiaries who report incidences
of waste, fraud and abuse.

The bill would require skilled nursing facilities and home health agencies to provide cost
estimates up front 1o any patient, because making pricing publicly available guards against later bill-
padding. The plan also imposes significant penalties on anyone who defrauds Medicare.
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The Medicare Preservation Act
Myths, Facts, Questions and Answers

MYTH: You're ramming this bill through without any real hearings. :

¢ Since the Trustees’ ?onnmewtin ril, we've had dozens of hearings and heard
thousands of pages of testimony. Outside Washington, setatives have been talking to
seniors, providers, hospitals and insurance companies, explaining the problem and looking
for advice and solutions. : :

* This has beenan process, and will continue to be as we work through the bill in
committee, on the floor, and with the Senate.

President Clinton is going to veto this bill. Why go through all this?
President Clinton admitted Medicare is g:':z broke and it must be changed if it's to be

. " around for our seniors. [ truly hope he n't choose politics over securing Medicare's
future solvency. '

Q0

*o

What's wrong with Ross Perot's idea to try some of these reforms as ®pilot projects?”
g(cdiwe is in cntical condition. And unless we enact these reforms, Medicare will be
ankrupt.
e We aren’t t forcing new ideas on anyone - instead of bureaucrats deciding what s best, we re
letting 37 million seniors and disabled Americans make their own choices. And for those
who don t want to change, traditional Medicare will remain as an option and seniors will
always be able to switch back to it.

HOW S_EE[Q% WILL BE AFFECTED
MYTH: You are forcing people into HMOs.

¢ Seniors will have the option to stay in the curreat move into a private fee-for-
service or managed care plan, or purchase 2 MediSave Account. No one will be financially
pushed into any plan - it's up to each senior to decide what's best for him or her.

MYTH: If premiums increase, the practical effect will be to force people into managed care,

whatever their choice. -

¢ In 7 years, seniors will pay between $7 and $10 a moanth more than they would under the
President’s budget. We believe this is a reasonable and practical cost to ask from seniors to
save the program from bankruptcy.

Q. Will seniors get & better benefit p ¢ than they have right now?
' ¢ Seniors will be guaranteed the same benefits they have now, no matter what plan they
. choose. But they will have the option to choose a plan that may offer, for example,
prescription drugs or eyeglasses, or preventative care or better hospital coverage in addition
to traditional Medicare benefits. Or, they may choose a MediSave account with a
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catastrophic policy that will allow them total control over their health care dollars. It's up to
seniors to decide what's best for them.

MYTH: Managed care doesn't work in areas like rural America

That's why seniors will have choices of many types of plans. We know that what works in
Los Angeles won't work in rural South Dakota.

We're also going to make it easier for doctors and hospitals to network together, to provide
health care ata gener value.

MYTH: The poorest and most vulnerable seniors won't be assured Medicaid will cover their
nursing care.

e

Rather than relying on Medicare and Medicaid interacting properly, we are streamlining the
programs so Medicare provides direct relief to low-income seniors.

MYTH: Seniors' out-of-pocket costs are going to skyrocket.

Because Medicare is 2 top-down, government-designed program, seniors are getting a raw
deal. For example, their hospital — Part A — deductible is more than $700, and after 2
months, it's about $180 a day. That's far higher than cﬂrivue insurance. And too many things
aren't covered, like prescription drugs and hearing aids, meaning 70% of seniors have 10
Medigap insurance, at about $1,200 a year. ‘
¢'re offering choices so seniors can choose a plan that offers low copayments and

deductibles. And we're not increasing co-payments and deductibles for those who wish to
remain in traditional Medicare.

Will seniors be guaranteed they can keep their own doctor? _
A senior choosing traditional Medicare will continue to have complete choice over what
doctors they see. If their physician is affiliated with a plan they like, they can choose that

lan. If a senior opts for a MediSave account, he or she can coatinue 1o see whatever doctor
e wants. :

MYTH: President Clinton's plan doesn't affect seniors, and it makes Medicare solveat. Why do
seniors have to pay for the governmeant's screw-ups? . :

*o

‘o

President Clinton has never submitted a Medicare reform plan. His original budget simply
let it go b;?lll:e. We don't know what he plans to do — he talks a good game, but we've never
seen any bill.

And President Clinton has used some funny math. If he used the same figures we do, which
are more conservative about growth rates and inflation rates, his savings work out to be $192

billion — not the $128 billion he claims. In seven years, that means the difference between
his plan and ours is about a dime on the dollar.

How will Seaiors sign up for these new plans? .
Every year, the government will sead seniors 2 brochure that outlines the differcat options

“available. This is how federal employees make insurance choices each year. Beneficiaries

who do ing will automatically be earolled in traditional Medicare. If they want to
choose one of the new private plans, they just fill out a form in the booklet and mail it in.
After you're enrolled in the new plan, you have a short time frame to change your mind.
And then every year after that, you have the option to switch to whatever plan you choose.

What if the voucher isn't enough to buy any plan?
This is not g voucher program. The federal governmeant is not simply going to give each
elderly 2 coupon and tell them to find their own insurance. Every plan that participates in
Mcdicare will have a contract with the federal government, mum:ﬁ they meet consumer
protection standards. Every participating plan must agree to take all applicants. They cant
differentiate berween older and younger seniors, or between healthy or 11l seaiors.
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‘= Right now, Medicare spencds about $4,800 per beneficiary. [an seven years under our plan,

Medicare will spend abour:: $6,700. We've worked with provnvaders and doctors, and they
assure us that's plenty of mmoney for high-quality heaith care.

Will you increase cs-ppavments?
No.

pe

Q. Will you increase deduucubles?
e No.

Q. Seaiors like the cogve=nience of Medicare - there's po neeed to deal with insurance

Now they'll bave to buy a plamn, file claims forms with insurancee companies, and deal with all

that bassle, won’t they?.

¢ Seniors don't have to chacose a private plan if they wish to soray in traditional Medicare.

¢ But anyone who has everrTiled a claim with Medicare knowars f's not exactly user-friendly.
And if you have Medigapr, you have to deal with two buremaocracies instead of one. Maay oEf -
the private plans elimmanee a lot of the paperwork for semorss.

MYTH: Fly-by-night crookss will set up scams to rip off semoryrs, taking their vouchers & -
running off with the money, . ieaving them without health coverxage. '
e Seniors will never recerves a check from the government wiwith which they have to buy
insurance. They’ll get a boooklet, make their choice, and mramail in a form. Medicare will -
directly reimburse healthmplans. And Medicare will only zidilow plans to participate in
cdicare if they meer starict consumer protection and others standards. That will prevent
eniors and taxpayers froom getting ripped off. - - :

)4 V7

! What does this mean for Medicare's bankrupicy? : : _
e Our plan makes Medicarzre solvent until 2014, just before trae baby-boomers retire. We're
ensuring that Medicare igs there for today's curreat and furmore seniors. We will also appoincra
commission to0 look beyaond 2014, and recommend policess to address the huge demograpiric
shift coming then. t :
What about waste, firand, and abuse?
Everywhere every Conggressman went over the summer, hes or she heard horror stories abooat
waste, fraud, and abose. They heard about government bunreaucrats who simply didn't carers
about their complaints, —they heard about hospitals that didnn't worry about correcting mistamies
because “seniors aren't ppaying for it anyway.* - : .
e They told us about unne=cessary tests and procedures becaznse unscrupulous providers are
trying to make 3 quick touck. They told us about receivinme medical devices they don't neemd
because someone got a rnold of their Medicare number. e'll fix that by giving benehcamries
who stay in traditional }.Medicare a reward for reporting frand. We 1l also require all provame
Medicare plans to mainmain a 1-800 number to receive bilfiling complaints. .
And most importantly, —wve're bringing this system into thes 215t century. By introducing
competition and makimug providers and insurers compete fior seniors business, seniors willll be
assured the best bacg faor their buck. And that means prowviders and insurers will lose

business if they coonrmure 10 waste money - they woa t be= able 10 afford to tolerate waste aznd

*0

; Experts believe thar: options like coordinated care anc 1 Medisave will attract only the
healthiest seniors, leaving z 2 sicker and sicker population m wraditional Medicare. How will thnat
solve the bankruptcy issues?
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e They're wrong. Those seniors with higher health costs will find several attractive private
sector options. The fact is, Medicare leaves seniors exposed to far more out-of-pocket risk
than the average private insurance plan. Beneficiaries with major illnesses, who are those .
generally on fixed incomes, face the prospect at the beginning of each yearof 2 $718 Pan A
deductible, 2 $100 Part B deductible, and 20 percent copayments on most additional medical
services, along with no coverage for prescription drugs.

e The only way to avoid these possibly unlimited costs rif,ht now is to spend $800 to $1,400
on Medigap insurance. Our Medicare Plus optioas likely will, as is the practice in private
insurance for those under age 65, offer explicit limits on out-of-pocket liability. That will be
very appealing to a senior oa a fixed income who is worried about incurring large medical
bills during the year.

. HCFA right now claims that the Medicare risk contract program actually costs more than

traditional Medicare. How will managed care solve the bankruptcy problem?

e  Other studies have shown that Medicare risk contracts save money. But it's available in only
certain areas, not across the country and with major restrictions, so we simply can't compare
today s limited program to the new Medicare Plus system.

HOW DOCTORS & HOSPITALS WILL BE AFFECTED

MYTH: Cutting doctors' fees means they won't want 10 see seniors -~ that will ration care.
» Doctors and hospitals must contribute to saving Medicare. . But under a more efficient
. Medicare system, Medicare dollars will go a lot farther than they have in the past.

¢ * If the system goes bankrupt, the governmeant can't pay bills. That's what will ration care, and
we won't let that happen.

Q. Doesn't cutting doctor and hospital fees for Medicare mean they'll just pass on those coss

to the rest of us? It sounds like a hidden tax increase. : ) o

e We are making the system more efficient and giving doctors and hospitals more flexibility s
- they can better treat patients at reasonable costs. -

Are you doi.n&a:rhi.ug about malpractice reform? .
We ve already p a limit on non-economic damages in our Coatract legal reform bill.

Won't these cuts mean some rural hospitals will have to close? .
Hospitals are going to have to change, to become more efficicat. That's happeaing all
around the country, because Medical technology bas ed. Surgeries that once required

four and five days 1n the hospital are not outpatieat es. We think rural hospitals are
as able to achieve efficiencies as urban ones. 3

‘o

0

*0

Are you cutting funding for graduate medical education? ) ) oo
We are making modest reductions in funding and at the same time improving the u;gletu:gif
medical education funds toward their best usc - training primary care physicians rather thax
highly specialized ddctors who treat fewer patieats. -

Q. Will the fail safe mechanisms mean bospitals and doctors won't sec me if Medicare rums
over budgt?

- ® No. The fail safe is designed to make minor adjustments in paymeats for medical services.
. In fact, if providers doa t overspeand, the fail safe won t evea be triggered.



SEP 14 '9S5 15:15 FR TO 94562878 P.18-21

Q. [t's only Part A thar's zomoing bankrupt. Why do you have's 1o increase Part B premiums and
make reforms to that progran’ :
e Pan A';f‘nys hospital bills = Part B pays doctor bills. But r's s doctors who put people into
. bospitals -~ you cant separazate the two. And the same reporrt that warned us about Part A's
b ptcy also said thx Px=rt B was growing at unsustumanble levels — 12.1% a year for the
rest of the decade, while pomivate insurance costs actually doropped last year.

MYTH: Right now, the goverrament speads only peanies on thee dollar for administering
Medicare. Private insurers spesend far more money — meanmmg sseniors will get less bang for the
buck, and pay more in rk costs.

e Today, we spend billions wxo contract out administering Me=dicare, and it's impossible to know
exactly how much Medicamere spends on paperwork and bureeaucracy.

e Seniors will get a better vanlue by opening up Medicare © coompetition. [nsurers will have
real incentives to keep fheseir overhead down, and that transisiates into more money being speat
oa health care, and less axmpaperwork. Any plan that cannnot keep its costs down simply will
not be able to compete fory seniors business. ‘

e Seniors will compare planms and see which plan is spendingz more on paperwork and
overhead, and which one 15 spending more on health care.

Q. 've heard borror swxmees about insurers canceling policziss if someone gets very sick.
Thc?r also deny or limit cove=mage if someone is already sick zand wants to purchase coverage.
ill that happen to seniors wixno choose to buy from privar imasurers?
No. If a seaior chooses wxy purchase a private plan, waill be guaranteed coverage and
renewability of their palicicies each year. No Medicare participating insurer can deay
any scaior a plan.

Q. Is this like whar the CTlintons tried to do last year?

e The Clinton health care prxian proposed to take everyone’s corivate health insurance and turn it
over to the govenmem “We're going to take a governme=nt insurance program and apply the
lessons of the private secxor.

e We're increasing choices s5or Medicare beneficiaries, they ~proposed to decrease choices for
everyone, and their plaz wwould have let Medicare go bam

MYTH: Your plan is gomg =0 chase doctors out of traditocaal Medicare.

e Doctors y are ez away new Medicare paticats, beecause the bureaucracy is so
overbearing. HCFA exmmioyees with no medical training  regularly overrule doctors
Jjudgments, and declare biilled services medically unnecesssary. That means the doctors and
paticats get stuck with bifilis Medicare won t pay. Our pia=n will give doctors the flexibility to
work with beneficiaries mio determine the best treatmen fdor given circumstances, without a
gvment bureaucrx lamoking over his shoulder.

° rs can choose o paarticipate in Medicare Plus plns_. so they have the freedom to put a
patient’s needs first. )



What the Clinton Trustees Said This Year
About-Medicare’s Hospital Program:

“Under all the sets of assumptions, the trust fund is projected
to become exhausted even before the major demographic shift

begins.” (page 3)

“The fact that exhaustion would occur under a broad range of

future economic conditions, and.is expectedto occur in the
relatively near future, indicates the urgency of addressing the

HI trist fund’s finaneial imbalance.” (page 13)

Source: 1995 Annual Report of the Board of Trustees of the Federal Hospital Insurance Program,

signed by Secretaries Rubin, Shalala and Reich
pege |
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MEDICARE HOSPITAL TRUST FUND
EMPTY IN SEVEN YEARS

(Trust Fund Reserves)
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If We Don’t Reform Medicate,
Payroll Taxes Will Have to

~ Double by 2020
to Avoid BankruptcCy

Sourco: 1995 Annual Report of HI Trustees, page 20
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Private Sector Has Made Improvements

that Can Hel_p Medicare
" (1994 Spending Growth)
o 40.5%-
12.0%-% _
10.0%- /
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22072-/
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red Medicare , large-" -
Part A ' et::z?:‘er

Sources: 1996 Annual Report of Hl Trustees and HCFA actuaries | page 4
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Traditiional Medlicare
Keeping the Commnitment

Copaymnents: No Change
®
- Deductiibles: No Change

Premiumss: Current 31.5% Rate

In 2002, tthe premium forr an average
retiree wvill be $7 more than under
& Presidient Clinton’s pproposal.

page 5



CHOICE IN MEDICARE

Prlvate Sector

' Insurance ﬂolldles

Medlcal Savmgs :
Accounts




® e
Monthly Part B Premium:-
Beneficiary Cost vs Taxpayer Cost

(portion of premium paid by beneficiary vs. portion of premium paid from general revenues)

300, $258.40
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, _Gi'ow'th‘Térg'lets‘ _-'Se-'t ._
by Provider Sector

T

Payment Reforms to Reduce Excessive Growth and. Waste

Annual Séctor Growth Rate Targets Projected |

Reductlon of

Full Provider; ,
I’ayment Updates

Payment Updnte
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s »
EXAMPLE:

75-year old, average income senior

Costs:

 no additional deductible or copayment

continued 31.5 percent premium rate

Options:

can stay in traditional Medicare
can choose a managed care option with drug

coverage
can choose a Medisave plan, limiting out-of-pocket

costs |

page 9
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¢ °
Doctors Can Put Their Patients First

The Medicare Preservation Act:
. includes a Medisave option

« allows creation of provider
sponsored networks

« emphasizes previously passed
malpractice reform '-

. repeals Stark I and II excessive

regulations

page 10
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® ®
Hospitals Will Be More Efficient

The‘Medicare Preservation Act:

~ « allows creation of provider sponsored
networks
« repeals Stark I and II excessive regulations

s gslablishes an advisory eommission on
~ Medicare

« establishes a commission to recommend
Medicare policy changes to prepare for

retirement of the baby boom generatien

page 11
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THE MEDICARE PRESERVATION ACT OF 1995
. - Abillto preserve, protect and strengthen Medicare

An outline released by the House Republican Leadership
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INTRODUCTION

According to the Medarre Board of Trustees, which inchuades three Clinton Administratior

cabinet secretaries, Medicare Pzt A next year begins spending curt more than it takes in for the firg
time in the program’s 30 yez arastory. By 2002, the Trust Fun wwill be bankrupt.

If the program is inscives=nt, the Treasury can not issne chee=cks o pay hospital bills. If notting;
is done, the health care of mificeons of current beneficiaries and miiillions more nearing retirement who

have paid into the system all thes=ir working lives will be threst=ae=d Bankrupting Medicare is -
unacceptable public policy.

Republicans propose w >preserve, protect and strenthes Metedicare with the Medicare

Preservation Act of 199S. Leg=islative language and budgetary sscoring are not presently available, bum
the following outline covers thme-policy options contained in the bl

THE VMIEDICARE PRESERVATION :ACT OF 1995

The Medicare Preservarmtion Act of 1995 (MPA) will presexrve the system for current

beneficiaries, protect it for &xtunre beneficiaries, and strengthe irtthrough reforms that have worked ion
ivate sector.

Legislation to save Messdicare from bankruptcy revolves amround six key components:
1. Keeping our govermmerr’s ccommitment to traditional Mediceare. 2. Allowing seniors the sane
health care choices availahls o other Americans. 3. Rooting ount rampant waste, fraud and abuse.
4. Maximizing the taxpayes’ Snealth care dollar. 5. Affloence testing for taxpayer subsidized premiumms
6. Guaranteeing solvency fxuough a budgetary “fail safe™ provission.
[Policy proposals are =in italics].
1. TRADITIONAL MEDICCARE: KEEPING OUR COMMIITMENT

Just as Republicans prromised throughout the summes, mraditional Medicare will continte to rbe
an option for all current ard firnture beneficiaries, with four Impoortant aspects:

> Average per benefciazry spending will rise from 54,5007 in 1996 to 56,700 in 2002.
> No change in copeywmzents.
»  Nochange in decacritibles. '
No change in the carrent rate for premiwns.
‘ Today, premiums are='31.5 percent of Part B costs. Pre=miums will continue to be calcuatesd that

way, so that they will incessse slightly every year, just as taey~have done since the inception cf thes
program.
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The bill exposes the shameless r=ear tactics of the past few mon=s s2nd the lie that premium
= = would rise by $2,000 per year. Aaccording to the Congressional Bumdget Office, the difference
wereen President Clinton's propesai:l to drop the current 31.5% rae exo 25% at current spending
==15 and maintaining the current rxute at lower levels of increased sperending amounts to only $7
.10 per month, per beneficiary. Annd beneficiaries will not face arr i-mcrease in deductibles and
==yments, in contrast to the months oof demagoguery.

For Medicare beneficiaries whao want to remain in the existing s=vxtem, keeping it Is as simple
=necking a box every year. Indeed, ::it's as simple as not checking a Tox=x every year, since failure to
xzase results in a beneficiary s cutomeatic errollment in traditional Medicicare.

—IHE BETTER MEDICARE: GITVING SENIORS MORE CHOICTES

. The MPA would root out waste= and bring private sector efficiecyv to the system. First, the
=== lets Medicare beneficiaries choosrse between traditional Medicare anacd several private sector
=Ions in a new Medicare Plus plan. ZEvery year, beneficiaries will recezeive a booklet describing the
Twroved plans available in their area=. Any private insurer who at lecx c.covers the Medicare benefis
=3I meely consumer protection standarrrds ean submit an application for rxhe Medicare Plus booklet.

will simply check off the rplan of their choice. If a benefi=arzry makes no choice, he is
enrolled in fee-for-sovicice Medicare.

- The Medicare Plus program witill offer a wide range of cl_lbiu:sn seseniors.

emordinated Care. Coordinated carzre companies are likely to offer ssve==ral options for seniors. In
=ro0sing a coordinated care plan, a se=nior might agree to & limited chxiceee of physicians or other
T=vviders in return for more benefis txhan Medicare now offers. Such Seremefits could include less owt-
=mpocket expenses for coinsurance arrad deductibles, and/or added berzri=irs like cutpatient prescriptioe

—=zgs, preventive care, eyeglasses anxd hearing aids.

All coordinated care plans mast meet solvency requiremerts, = d offer a minimum benefir
—=ckage equal to that of Medicare.

aeedical Savings Accounts. The Me=dicare Plus program will also aS== 2 Medical Savings Accouns
Maedisave) option to all seniors. 4 saenior choosing Medisave would ger: a high-deductible insurance
-L:m:y along with a cash depasit ix a : Medical Savings Account that wraid cover a Jignlﬂcm!pwm
““the deductible. The high-deductibisie policy would have no copaymem=:, so that seniors would be
—=sured a limit on their out-of-pocker: costs—a quality many are likeh o 7 find attractive.

Seniors choosing this option wwould have complete control over e dollars they spend on

—..:::mnc medical care. They could maiake important medical decisions witt=h their doctors, without
about an insurer’s or Medicrare's payment policies. They cor sspend their funds for whatever

cal needs they have or use them =10 purchase long-term care insirammnce.
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A beneficiary could take funds out of her Medisave account for non-health related purposes as
long as she maintains a minimum balance of 60 percent of her catastrophic insurance deductible. If

the funds are used for non-health care expenses, they are taxed as income. All interest earnings would
be considered taxable income.

The maximum deductible would be capped to insure consumer protection.

Provider Service Networks. Doctors and hospitals will be allowed to form provider service networks
to cover Medicare benefits, without the insurance company or managed care company as

intermediary. A group of doctors or hospitals that forms a network would be required 10 meet
solvency and marketing requirements.

Per beneficiary contributions will be adjusted for age and other factors, so that Medicare is
providing funds according to need. Each year, the per bene contribution will increase
according to specified growth rates, established to ensure that Medicare remains solvent. Every plan
participating in Medicare must agree to take all applicants and allow everyone to stay in the plan as
long as they want — no one will be shut out due to an illness or a pre-existing condition.

3. ROOTING OUT WASTE, FRAUD AND ABUSE.

. Ask just about any senior who has used the Medicare system and they can tell you why
Medicare spending is out of control. The system is riddled with waste, abuse and outright fraud. In
hundreds of town hall meetings and tens of thousands of letters from angry seniors, Republicans
~ listened this spring and summer to story after story of a Medicare system that needs greater scrutiny.
Whether it was the story of & woman who went into the hospital for eye surgery and was charged for an
autopsy, or the gentleman who was charged $14,000 for a three and a half hour hospital stay, the
message from seniors all over American is the same: Get rid of the fraud and abuse.’

The General Accounting Office notes “Since Medicare was enacted in 1965, the delivery of
health care services has become more complex, but Medicare’s fraud and abuse controls have not kept
pace.” In other words, like much of the Medicare program, the enforcement component has not
adapted to the new realities of the health care market.

Market incentives and private sector competition as described above are not enough to clean up
fraud and abuse. The Medicare Preservation Act will enhance the enforcement system and give
paticnts incentives to-scrub their bills for mistakes. The Medicare Preservation Act provides the
Department of Health and Human Services the authority to reward beneficiaries who report incidences
of waste, fraud and abuse.

The bill would require skilled nursing facilities and home health agencies to provide cost
estimates up front o any patient, because making pricing publicly available guards against later bill-
. padding. The plan also imposes significant penalties on anyone who defrauds Medicare.
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The Medicare Preservation Act
Myths, Facts, Questions and Answers

ITHE PROCESS

MYTH: You're ramming this bill through without any real hearings. .

. Sincethefmwu'?oﬂumewtm ril, we've had dozens of hearings and heard
thousands of pages of testimony. Outside Washington, Representatives have been talking to
seniors, providers, hospitals and insurance companses, explaining the problem and looking
for advice and solutions. : -

* This has been an open process, and will continue to be as we work through the bill in
committee, on the mr, and with the Senate. :

President Clinton is going to veto this bill. Why go through all this?
President Clinton admitted Medicare is gi;z broke and it must be changed if it's to be
. around for our seniors. I truly hope he doesn't choose politics over securing Medicare's

o0

future solvency. '

*o

What's wrong with Ross Perot's idea to try some of these reforms as "pilot projects?”
Ededkﬁue is in cntical condition. And unless we enact these reforms, Medicare will be
ankrupt.
* We aren’t t forcing new ideas on anyone - instead of bureaucrats deciding what s best, we re
letting 37 million seniors and disabled Americans make their own choices. Aad for those
who don t want 1o change, traditional Medicare will remain as an option and seaiors will
always be able to switch back to it.

24

MYTH: You are forcing people into HMOs.
e Seniors will have the option o stay in the curreat move into a private fee-for-

service or managed care plan, or purchase 2 MediSave Account. No one will be financially
pushed into any plan — it's up to each senior to decide what's best for him or her.

MYTH: If premiums increase, the practical effect will be to force people into managed care,
whatever their choice. -
¢ In 7 years, seniors will pay between $7 and $10 a moath more than they would under the
- President’s budget. We believe this is a reasonable afd practical cost to ask from seniors to
save the program from bankruptcy.

Q. Will seniors get & better benefit ¢ than they have right now?

¢ Seniors will be guaranteed the same beaefits they have now, no matter what plan they
choose. But they will have the option to choose a plan that may offer, for example,
prescription drugs or eyeglasses, or preventative care or better hospital coverage in addition
to traditional Medicare benefits. Or, they may choose a MediSave account with a
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catastrophic policy that will allow them total control over their health care dollars. It's up 1o
seniors to decide what's best for them.

MYTH: Managed care doesn't work in areas like rural America

That's why seniors will have choices of many types of plans. We know that what works in
Los Angeles won't work in rural South Dakota.

We're also goinget: make it easier for doctors and hospitals to network together, to provide
health care at a better value.

MYTH: The poorest and most vulnerable seniors won't be assured Medicaid will cover their |
nursing care,

Rather than relying on Medicare and Medicaid interacting properly, we are streamlining the
programs so Medicare provides direct relief to low-income seniors.

MYTH: Seniors' out-of-pocket costs are going to

e

skyrocket.
Because Medicare is a top-down, government-designed program, seniors are getting a raw
deal. For example, :heirmita.l - Part A - deductible is more than $700, and after 2
months, it's about $180 a day. That's far higher than I;riwne insurance. And too many things
aren't covered, like prescription drugs and hearing aids, meaning 70% of seniors have to
hase Medigap insurance, at about $1,200 a year. :
¢'re offering choices so seniors can choose a plan that offers low copayments and

deductibles. And we're not increasing co-paymeats and deductibles for those who wish to
remain in traditional Medicare.

Will seniors be guaranteed they can keep their own doctor?
A senior choosing traditional Medicare will continue to have complete choice over what
doctors they see. If their physician is affiliated with a plaa they like, they can choose that

lan. If a senior opts for a MediSave account, he or she can continue 1o see whatever doctor
e wants. .

MYTH: President Clinton's plan doesn't affect seniors, and it makes Medicare solveat. Why do
seniors have to pay for the government's screw-ups? - :

*o

‘o

President Clinton has never submitied a Medicare reform plan. His original budget simply
let it go b;oke. We don't know what he plans to do - he talks a good game, but we've never
seen any bill.

And President Clinton has used some funny math. If he used the same figures we do, which
are more conservative about growth rates and inflation rates, his savings work out to be $192

billion — not the $128 billion he claims. In seven years, that means the difference between
his plan and ours is sbout a dime on the dollar.

How will Seaiors sign up for these new plans?
Every year, the government will sead seniors a brochure that outlines the differcat options

"available. This i1s how federal employees make insurance choices each year. Beneficiaries

who do nothing will automatically be earolled in traditional Medicare. If they wantto
choose one of the new private plans, they just fill out a form in the booklet and mail it in.
After you're enrolled in the new plan, you have a short time frame to change your mind.
And then every year after that, you have the option to switch to whatever plan you choose.

What if the voucher isn't enough to buy any plan? .
This is not a voucher program. The federal government is not simply going to give each
elderly 2 coupon and tell them to find their own insurance. Every plan that participates in
Medicare will have a contract with the federal government, munn.ﬁ they meet consumer
protection standards. Every participating plan must agree to take all applicants. They cant
differentiate berween older and younger seniors, or between healthy or 11l seniors.
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ight now, Medicare spemrads about $4,800 per beneficiary. [an seven years under our plan,
Medicare will spend abour:: $6,700. We've worked with provnviders and doctors, and they
assure us that's plenty of mmoney for high-quality health care.

Will you increase co-ppavments?

'

No.

Q. Will you increase deduucubles?
e No.

Q. Seaiors like the cogve=nience of Medicare -~ there's po neeed to deal with insurance

Now they’ll have to buy a plamn, file claims forms with insurancec companies, and deal with all

that bassle, won't they?.

e Seaiors don't have to chacose a private plan if they wish 1 soray in traditional Medicare.

e But anyone who has everrTiled a claim with Medicare knowwrs it's not exactly user-friendly.
And if you have Medigapr, you have 1o deal with two buremaocracies mstuti of one. Manyaef -
the private plans elimmanee a lot of the paperwork for semorss.

MYTH: Fly-by-night crookss will set up scams to rip off semiorsrs, taking their vouchers & -
running off with the money, . leaving them without health covesxage. '
e Seniors will never recerves a check from the government wieith which they have to buy
insurance. They'll gt 2 toooklet, make their choice, and maail in a form. Medicare will -
directly reimburse haalthhplans. And Medicare will only zidilow plans to participate in .
Medicare if they meet starict consumer protection and other = standards. That will prevem
.sem'on and taxpayers froom getting ripped off. - .

14 y

Q. What does this meam for Medicare's bankruptey? : : :

¢ Our plan makes Medicarare solvent until 2014, just before deme baby-boomers retire. We're
ensuring that Medicare ias there for today's current and funmore seniors. We will also appoincra
commission to look beyeond 2014, and recommend policees to address the huge demograpimiic
shift coming then. t

*0

What about waste, fiirand, and abuse?
Everywhere every Congpressman went over the summer, hes or she heard horror stories abooat
waste, fraud, and abose. They heard about government bumreaucrats who simply didn't carere
about their complaines, —they heard about hospitals that didan't worry about correcting mistxmices
because “seniors aren't poaying for it anyway." - ‘

e They told us about tests and procedures beconse unscrupulous providers are
trying to make 3 quick touck .‘;hey told us about ruu:‘v%media.l evices they don't pee=d
because someone gt a rnold of their Medicare number. ¢'ll fix that by giving benehciamries
who stay in traditioaal }.Medicare a reward for reporting frrand. We 1l also require all prvamte
Medicare plans to mainmrain a 1-800 number to receive billiling complaints. .

* And most importantly, ~=ve're bringing this system into the< 21st century. By introducing
competition and makimag providers and insurers compese fior seniors business, seniors will'l be

assured the best baog faor their buck. And that means prowviders and insurers will lose

business if they connirmue 1o waste money — they woa t be= able to afford to tolerate waste axnd

Experts believe thaz: options like coordinated care anc 1 Medisave will attract oaly the

ealthiest seniors, leaving z 2 sicker and sicker population i wraditional Medicare. How will tinat
solve the bankruptcy issue=?
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.- They're wrong. Those seniors with higher health costs will find several attractive private

sector options. The fact is, Medicare leaves seniors exposed to far more out-of-pocket risk
than the average private insurance plan. Beneficiaries with major illnesses, who are those .
gencrally on fixed incomes, face the prospect at the beginning of each year of 2 $718 Part A
deductible, a $100 Part B deductible, and 20 percent copayments on most additional medical
services, along with no coverage for prescription drugs.

* Theonly way to avoid these possibly unlimited costs right now is to spend $800 to $1,400
on Medigap insurance. Our Medicare Plus options likely will, as is the practice in private
insurance for those under age 65, offer explicit limits on out-of-pocket liability. That will be

very appealing to a senior on a fixed income who is worried about incurring large medical
bills during the year.

Q. HCFA right sow claims that the Medicare risk contract program actually costs more than

traditional Medicare. How will managed care solve the bankruptcy problem?

e  Other studies have shown that Medicare risk contracts save money. But it's available in only
certain areas, not across the country and with major restrictions, so we simply can't compare
today s limited program to the new Medicare Plus system.

HOW DOCTORS & HOSPITALS WILL BE AFFECTED

MYTH: Curting doctors' fees means they won't want to see seniors - that will ration care.
e Doctors and hospitals must contribute to saving Medicare. . But under a more efficient
Medicare system, Medicare dollars will go a lot farther than they have in the past.

¢  If the system goes bankrupt, the government can't pay bills. That's what will ration care, and
. we won't let that happen.

Q. Doesn't cutting doctor and hospital fees for Medicare mean they'll just pass on those coss
to the rest of us? It sounds like a hidden tax increase.

-

We are making the system more efficient and giving doctors and hospitals more flexibility =
they can better treat patients at reasonable costs.

Q. Are you doing anything about malpractice reform? )
e We ve already p a limit on non-economic damages in our Contract legal reform bill.

Q. Won't these cuts mean some rural hospitals will have to close? .
* Hospitals are going to have to change, to become more efficieat. That's happeaing all
around the country, because Medical technology has changed. Surgeries that once required

four and five days in the hospital are not outpatient procedures. We think rural hospitals are
as able to achieve efficiencies as urban ones. -

Q. Are you cutting funding for graduate medical education? ) ) »

e We are making modest reductions in funding and at the same time improving the targeting af
medical education funds toward their best use - training primary care physicians rather thar
highly specialized ddctors who treat fewer patients. -

Q. Will the fail safe mechanisms mean bospitals and doctors won't see me if Medicare rums
over budget?

No. The fail safe is designed to make minor adjustments in payments for medical services.
In facy, if providers don t overspend, the fail safe won t even be triggered.
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- -

Q. [t's only Pant A that's zavoing bankrupt. Why do you haves 0 increase Part B premiums and
make reforms to that progran’ ‘

e Part A pays hospital bills 7 Part B pays doctor bills. But 's s doctors who put people into

. bospitals -- you cant separazate the two. And the same reporr that warned us about Part A's

bankruptcy also said that Px=rt B was growing at unsustainanble levels — 12.1% a year for the
rest of the decade, while pomivate insurance costs actually doropped last year.

MYTH: Right now, the goverzament ds only pennies oa tame dollar for administering
Medicare. Private insurers speeend far m monZy - meaning sseniors will get less bang for the
buck, and pay more in costs. .

e Today, we spend billioms mxo contract out administering Me=dicare, and it's impossible to know
exactly how much Medicamere spends on paperwork and burseaucracy.

e Seniors will get a better vanlue by opening up Medicare © ccompetition. Insurers will have
real incentives to keep faeieir overhead down, and that transisiates into more money bciuﬁ speat
oa health care, and less axrpaperwork. Any plan that cannnot keep its costs down simply will
not be able to compete oy seniors business. ’

s Seniors will compare planms and see which plan is spendingz more on paperwork and
overhead, and which one is1s spending more on health care

Q. T've heard borror storieses about insurers canceling policciss if someone gets very sick.

The( also deay or limit covezzmage if someone is already sick zmnd wants to purchase coverage.
Will that happen to seniors wizno choose to buy from privam inasurers?

‘ No. If a scaior choosss wxy purchase a private plan, will be guaranteed coverage and
Q

renewability of thear palicicies each year. No Medicare participating insurer can deay
any secnior a plan.

Is this like whax the CClintons tried to do last year?

e The Clinton bealth care pmian proposed to take everyooe’s corivate health insurance and tum it
over to the governmem. “We're going to take a governme=nt insurance program and apply the
lessons of the private secxor.

e We're increasing choices sor Medicare beneficiaries, they ~proposed to decrease choices for
everyone, and their plaz wwould have let Medicare go banxxTupt.

MYTH: Your plan is going o chase doctors out of traditoezal Medicare. )

e Doctors y are armmez away new Medicare paticats, beecause the bureaucracy is so
overbearing. HCFA exmmioyees with no medical trainmg 7 regularly overrule doctors
Jjudgments, and declare binilled services medically unnecesssary.  That means the doctors and
paticats get stuck with bifilis Medicare won t pay. Our pla=n wall give doctors the flexibility to
work with beneficiaries wxo determine the best treatment fdor given circumstances, without a

vernmeat bureancrx laooking over his shoulder.

- auncbmmmﬁcipminh(ediwe?hnphn..mtheyhavethefreedomtdpuu
patient’s needs first



What the Clinton Trustees SaidThis Year

About -Medicare’s Hospital Program:

“Under all the sets of assumptions, the trust fund is projected
to become exhausted even before the major demographic shift

begins.” (page 3)

“The fact that exhaustion would occur under a broad range of

future economic conditions, and.is expected-to occur in the
relatively near future, indicates the urgency of addressing the

HI trust fund’s finaneial imbalance.” (page 13)

Source: 1995 Annual Report of the Board of Trustees of the Federal Hospital [nsurance Program,
signed by Secretaries Rubin, Shalala and Reich
page |
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MEDICARE HOSPITAL TRUST FUND
EMPTY IN SEVEN YEARS

(Trust Fund Reserves)

$billions
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If We Don’t Reform Medicate,
Payroll Taxes Will Have to

- Double by 2020
to Avoid Bankruptcy

Source: 1995 Annual Report of HI Trustees, page 20
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Private Sector Has Made Improvements
that Can Help Medicare
" (1994 Spending Growth)
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Sources: 1996 Annual Report of Hi Trustees and HCFA actuaries ‘ page 4
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—

Tradittional Medicare
- Keeping the Commnitment

Copaymnents: No Change
- Deductiibles: No Change

Premiumss: Current 31.5% Rate

In 2002, tithe premium forr an average
retiree wvill be $7 more than under
Presidient Clinton’s pproposal.

page 5



*CHOICE IN NEDICARE ®




o | ®
Monthly Part B Premium:-
Beneficiary Cost vs Taxpayer Cost

(portion of premium paid by beneficiary vs. portion of premium paid from general revenues)

300, $258.40

2002 1995 gg’:
Clinton premium plan®
plan
*ostimate page 7
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_. ,Gi'ow'th Targets Set
by Provider Sector

e T

Payment'Refoi‘ms,‘ to Reduce Eiéessiv'e_ Growth and. Waste

Anpual Sector Growth Rate Targets Projected |

Reducuon of

Full Provnden ,l,'
I’ayment Updates

I’ayment Updnte
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EXAMPLE:

75-year old, average income senior

Costs:
 no additional deductible or copayment
» continued 31.5 percent premium rate

Options:

can stay in traditional Medicare
can choose a managed care option with drug

coverage
can choose a Medisave plan, limiting out-of-pocket

costs

page 9
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® &
Doctors Can Put Their Patients First

The Medicare Preservation Act:
 includes a Medisave option

« allows creation of provider
sponsored networks

e emphasizes previously passed
~ malpractice reform

» repeals Stark | and II excessive
regulations

page 10

a4 4T:ST S6, &I 43¢

12,874



® *
Hospitals Will Be More Efficient

The Medicare Preservation Act:

. allows creation of provider sponsored
networks |
. repeals Stark I and II excessive regulations

+ eslablishes an advisory eommission on

~ Medicare |

. establishes a commission to recommend
Medicare policy changes to prepare for

retirement of the baby boom generatien

page 11
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OVERVIEW, REPUBLICAN MEDICARE PLAN
PROPOSAL | commENT

Traditional Medicare/keeping commitment

P Average payment per beneficiary will
rise to $6,700 in 2002

2. No change in copayments,
deductibles.
3. Keep premium at 31.5 percent

That is a cut of $1700 per beneficiary
from CBO baseline

Current premium analysis

The better Medicare - more choices

Choose between traditional Medicare and
private sector options in new Medicare Plus.
Any private insurer who at least covers
Medicare benefits and meets consumer
protection standards can apply. Options
include:

1. Coordinated care - must meet
solvency, and offer minimum benefit package
equal to that of Medicare --

2 Medical savings accounts - high
deductible policy plus MSA deposit.

-~

3. Provider service networks -- meet
solvency and marketing requirements.

4, Per beneficiary contribution adjusted
for age, other factors, indexed to specified
growth rates.

5. Plans agree to take all applicants.

Multiple choice of different types of plans
with different benefits raises consumer
information/ comparison issue, and adverse
selection issue

What are standards - implies that they may
not be same as current?[Note - health plan
quality, access, beneficiary protection
standards issue may be an underlying
weakness)

This means that it is not the standard
Medicare benefit (which is promised in
introductory language)

Adverse selection - Tyson argument

Standards issue again

How tight index? This means that $
contribution unrelated to benefits - buys less
and less -- and beneficiary pays more and
more in premium -- balance billing at
premium level
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PROPOSAL

COMMENTS

Waste, fraud, and abuse

1. Reward beneficiaries who report
incidences

2. Require SNFs/HHAS to provide cost
estimates up front.

3. Imposes significant penalties on those
who defraud Medicare

Much of this already occurs today

Seeking value for the government as a
health care buyer

1. Phases out funding for residency
programs for non-citizens and
graduate education subsidies that draw
doctors into highly specialized fields,

targetting funds on primary care.
2. Provide doctors options.
3. Enable doctors to escape paper burden

and restrictive payment rules

What happens to hospitals, areas that rély on
these providers (NYC issue)

How deep a cut -- what are specifics

Does this mean allow balance billing -- either
in standard Medicare, in within health plans?

Afflucnce testing for subsidized premiums
L Single seniors with income over
$75,000 and couples over $150,000

will pay higher premiums

2. Gives states the ability to reduce costs

What is maximum %?

Guaranteeing solvency through failsafe
1. Set growth rates by provider type

2 Monitor, revise payment updates to
" reach target

This is the cost containment. What are
growth rates required to achieve targets?
Have we ever achieved them?

Black box - magic
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DRAFT September 14, 1995

Summary of Provisions and Issues
The House Republican Leadership's
UMEDICARE PRESERVATION ACT OF 1995"

1. Retaining Traditional Medicare--summary of Provisions
¢  Beneficiaries automatically enrolled in traditional Medicare
unless they choose a Medicare Plus Option.
> No changes in deductibles or coinsurance
> Increase Part B premium to 31.5% of projected program

costs (see increase in premium for high income
beneficiaries in Section 5).

. Average per beneficiary spending will increase from $4,800
in 1996 to $6,700 in 2002.

Retaining Traditional Medicare-~Issues

* The MPA claims to allow beneficiaries to remain in

traditional Medicare. However, under the MPA physicians

. could serve beneficiaries enroclled in private fee-for-
service plans, MSA/high deductible plans and provider
service networks. There is no indication in the proposal
that beneficiaries would have extra-billing protection under
these plans. If a significant portion of physicians in an
area begin serving beneficiaries only through these
alternative plans in order to avoid extra-billing limits
under traditional Medicare, choosing to remain in
traditional Medicare will not be a "real” option for
beneficiaries.

2. Increasing Choices--summary of Provisions

. Beneficiaries may choose from several private sector options
in a new Medicare Plus system.

¢ Each year, beneficiaries would receive a booklet describing
approved plans available in their geographic area. All
plans must meet consumer protection standards, cover at
least Medicare benefits, and meet solvency standards.

+ The federal contribution would be adjusted for age and other
factors. Each year the federal contribution would increase

according to specified growth rates.

¢ All plans must take all applicants; applicants cannot be
. involuntarily disenrolled by the plan.

. Options include:
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> Coordinated care plans. These plans (e.g., HMOs, PPOs,
POS) may reduce out-of-pocket expenses and offer
additional benefits.

> edica vi S . Referred to as
"Medisave", these accounts would provide a high-
deductible insurance policy and a cash deposit to the
MSA that would cover a significant portion of the
deductible. The policy would have no copayments, so
beneficiaries would be assured a limit on their out-of-
pocket costs.

Beneficiaries can spend their MediSave funds for
whatever medical needs they have or use them to
purchase long-term care insurance.

A beneficiary could use MediSave funds for non-health
related purposes as long as a minimum balance of 60% of
the high deductible is maintained. Funds used for non-
health care expenses and interest earned on MediSave
accounts would be taxed as income.

The high-deductible amount would be capped.
. Provider Service Networks. Doctors and hospitals could

form networks without being licensed as an insurance
company or managed care company.

> Private fee-for-service plans. While not addressed in

the general description, the attachments indicate that
private fee-for-service plans will also be available.

er in cices~-~-Issues

© Under the MPA, the federal contribution is based upon a
fixed amount increased in subsequent years by a fixed growth
rate. Based on the per capita spending amounts assumed
under the Budget Resolution, the growth rate for the federal
contribution would be far than less projected per capita
growth rates for traditional Medicare and even private
health insurance. Thus, it appears unlikely the fixed
contribution would be sufficient over time for beneficiaries
to purchase their plan of choice without incurring
significant out-of-pocket expenses. In addition, it is
questionable whether adequate numbers of private plans would
participate in Medicare Plus system if the federal
contribution is inadeguate.

¢ The MPA states that the federal contribution would be risk
adjusted for age and other factors. However, development of
reliable risk adjustment methods is in its early stages.
. Risk adjustment will be critical to ensure that plans are

2
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not penalized if their enrollee population is sicker than

average or rewarded if their enrollment is healthier than
average.

. In order for beneficiaries to compare competing alternative
plans under the Medicare Plus system, they will need
comparative information quality as well as price, network
composition, benefits, cost-sharing, and other factors.
Comparative information on the quality of care provided by
competing plans is difficult to measure--but of vital
importance to potential enrollees, particularly if they can
only change plans on a yearly basis, as proposed in the MPA.
The need for reliable quality of care assessments is of
particular concern to Medicare beneficiaries, because they
are more likely to be alone and frail and, thus, unable to
navigate the bureaucracy of a managed care plan or to have
others do so on their behalf. However, development of
reliable methods to measure guality of care is still in its
early stages

+ It is unclear in the MPA what entity would ensure that
standards (e.g., consumer protections, solvency
requirements, marketing standards) would be met by plans.

. + The Medical Savings Account option could lead to a self-
selection bias against traditional Medicare, with healthy
individuals choosing the MSA and others left in the
traditional Medicare program.

> According to the Medicare Continuous History sample,
average per capita spending in 1993 for was <71.486.

++ Within this sample, however, 55 percent of the
beneficiaries had less than $1,000 in
reimbursement in the previous three years. For
this group, average per capita spending in 1993
was $1,598, only 46% of the average for the entire
sanmple.

++ There was also a large group, 24 percent of
sample, that had no reimbursement made on their
behalf in the last three years. For this group,
the average per capita spending was $1,122 only
35% of the average for the whole sample.

> Thus, a MSA Option for Medicare could potentially be
costly to the program if low cost beneficiaries opted
for MSA's.

- Under this scenario, the per capita cost of providing
care in traditional Medicare would escalate
dramatically since the costs of care for sicker

3
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beneficiaries would be spread across a smaller base.
This escalation in per capita spending resulting fronm
selection could trigger provider cuts under the "“fail
safe" provisions further destabilizing traditional
Medicare.

. There is no indication that the MSA option is a one-time
choice. If beneficiaries are allowed in and out of the MSA
option selection problems will be even worse.

3. Waste, Fraud, and Abuse--Summary of Provisions

. The Department of Health and Human Services is provided with
the authority to reward beneficiaries who report instances
of waste, fraud and abuse.

*

SNFs and Home Health Agencies would be required to provide
up-front cost estimates to any patient.

+ Significant penalties imposed on anyone who defrauds

. Medicare.
Waste, Fraud and Abuse--Issues
¢ A large proportion of beneficiaries currently report
instances of waste, fraud and abuse. Providing rewards to

beneficiaries who already do so would result in added costs.
This provision would also be administratively complex.

ks vernment as a Health --gummary of Provisions

Limits updates for hospitals and physician services

The bill phases out funding for medical residency programs
for non-citizens and graduate medical education funding
subsidies that draw doctors into highly specialized fields,
targeting the funds for primary care.

L J

Government _as a He h C Bu -=-Issues

® In general, we support both the goals of reducing the nunmber
of residency positions in the U.S. and focusing more
resources on primary care training. However, in any peolicy
which focuses on reducing or eliminating the number of
international medical graduates we would be very concerned
about the impact on hospitals which rely heavily on those

. IMGs for providing services.
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5. Income-Related Premium--Summary of Provision
. Single beneficiaries with incomes over $75,000 and couples

with incomes over $150,000 would pay higher Part B premiums
instead of receiving a subsidy from the taxpayers.

Income-Related Premium--Issues
6. "vUFail gsafe"--Summary of Provision
* The MPA would set spending growth rates for provider

categories such as inpatient hospital services, physician
services, home health care, durable medical equipment and
laboratory services.

. Each year the Secretary of HHS would determine if the level
of services being provided would exceed designated spending
growth. If it would, the Secretary would reduce payment
updates to guarantee that spending growth targets were met.

“Z!i! Safe!-= sue
¢ It is unclear how a target system would work in a world

where enrollment in the traditional Medicare would be in
flux and where traditional Medicare would be subject to
significant adverse selection.

* To the extent that provider payment updates are unreasonably
low, the viability of traditional Medicare is threatened.

The attachments to the general description also note the
following provisions of the MPA:

* Repeals of Stark I and II “"excessive" regulations
. An advisory commission on Medicare
¢ A commission to recommend Medicare policy changes to prepare

for retirement of the baby boom generation
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& DRAFT

OVERVIEW, REPUBLICAN MEDICARE PLAN
PROPOSAL COMMENT

Traditional Medicare/keeping commitment

1. Average payment per beneficiary will | That is a cut of $1700 per beneficiary

rise to $6,700 in 2002 from CBO baseline
% No change in copayments,
deductibles.
3 Keep premium at 31.5 percent Current premium analysis

The better Medicare - more choices

Choose between traditional Medicare and Multiple choice of different types of plans
private sector options in new Medicare Plus. | with different benefits raises consumer
Any private insurer who at least covers information/ comparison issue, and adverse
Medicare benefits and meets consumer selection issue

protection standards can apply. Options

. include:

1. Coordinated care - must meet What are standards - implies that they may

solvency, and offer minimum benefit package | not be same as current?(Note - health plan

equal to that of Medicare -- quality, access, beneficiary protection
standards issue may be an underlying
weakness]

2 Medical savings accounts - high This means that it is not the standard

deductible policy plus MSA deposit. Medicare benefit (which is promised in
introductory language)

Adverse selection - Tyson argument

3. Provider service networks -- meet Standards issue again
solvency and marketing requirements.

4. Per beneficiary contribution adjusted | How tight index? This means that $
for age, other factors, indexed to specified contribution unrelated to benefits - buys less
growth rates. and less -- and beneficiary pays more and

more in premium -- balance billing at
premium level

. 3, Plans agree to take all applicants.
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PROPOSAL COMMENTS
Waste, fraud, and abuse
1 Reward beneficiaries who report Much of this already occurs today

incidences

2. Require SNFs/HHAS to provide cost
estimates up front.

3: Imposes significant penalties on those
who defraud Medicare

Seeking value for the government as a
health care buyer

1. Phases out funding for residency
programs for non-citizens and
graduate education subsidies that draw
doctors into highly specialized fields,
targetting funds on primary care.

5.3 Provide doctors options.

3. Enable doctors to escape paper burden
and restrictive payment rules

What happens to hospitals, areas that rély on
these providers (NYC issue)

How deep a cut -- what are specifics

Does this mean allow balance billing -- either
in standard Medicare, in within health plans?

Afflucnce testing for subsidized premiums
L Single seniors with income over
$75,000 and couples over $150,000

will pay higher premiums

2. Gives states the ability to reduce costs

What is maximum %?

Guaranteeing solvency through failsafe
117 Set growth rates by provider type

2. Monitor, revise payment updates to
reach target

This is the cost containment. What are
growth rates required to achieve targets?
Have we ever achieved them?

Black box - magic

003/009
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DRAFT September 14, 1995

Summary of Provisions and Issues
The House Republican Leadership's
UMEDICARE PRESERVATION ACT OF 1995"

1. Retaining Traditional Medicare--summary of Provisions

+ Beneficiaries automatically enrolled in traditional Medicare
unless they choose a Medicare Plus Option.

> No changes in deductibles or coinsurance

> Increase Part B premium to 31.5% of projected program
costs (see increase in premium for high income
beneficiaries in Section 5).

¢ Average per beneficiary spending will increase from $4,800
in 1996 to $6,700 in 2002.

Retain Traditio icare-~-Issues

® The MPA claims to allow beneficiaries to remain in

traditional Medicare. However, under the MPA physicians

. could serve beneficiaries enrolled in private fee-for-
service plans, MSA/high deductible plans and provider
service networks. There is no indication in the proposal
that beneficiaries would have extra-billing protection under
these plans. If a significant portion of physicians in an
area begin serving beneficiaries only through these
alternative plans in order to avoid extra-billing limits
under traditional Medicare, choosing to remain in
traditional Medicare will not be a "real" option for
beneficiaries.

2. Increasing Choices--summary of Provisions

» Beneficiaries may choose from several private sector options
in a new Medicare Plus system.

¢ Each year, beneficiaries would receive a booklet describing
approved plans available in their geographic area. All
plans must meet consumer protection standards, cover at
least Medicare benefits, and meet solvency standards.

+ The federal contribution would be adjusted for age and other
factors. Each year the federal contribution would increase

according to specified growth rates.

¢ All plans must take all applicants; applicants cannot be
. involuntarily disenrolled by the plan.
. Options include:
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" Coordinated care plans. These plans (e.g., HMOs, PPOs,

POS) may reduce out-of-pocket expenses and offer
additional benefits.

. Medical savings accounts (MSAs). Referred to as

"Medisave", these accounts would provide a high-
deductible insurance policy and a cash deposit to the
MSA that would cover a significant portion of the
deductible. The policy would have no copayments, so
beneficiaries would be assured a limit on their out-of-
pocket costs.

Beneficiaries can spend their MediSave funds for
whatever medical needs they have or use them to
purchase long-term care insurance.

A beneficiary could use MediSave funds for non-health
related purposes as long as a minimum balance of 60% of
the high deductible is maintained. Funds used for non-
health care expenses and interest earned on MediSave
accounts would be taxed as income.

The high-deductible amount would be capped.
. vide i works. Doctors and hospitals could

form networks without being licensed as an insurance
company or managed care company.

> Private fee-for-service plans. While not addressed in

the general description, the attachments indicate that
private fee-for-service plans will also be available.

ncreasin cices--Issues
+ Under the MPA, the federal contribution is based upon a

fixed amount increased in subsequent years by a fixed growth
rate. Based on the per capita spending amounts assumed
under the Budget Resolution, the growth rate for the federal
contribution would be far than less projected per capita
growth rates for traditional Medicare and even private
health insurance. Thus, it appears unlikely the fixed
contribution would be sufficient over time for beneficiaries
to purchase their plan of choice without incurring
significant out-of-pocket expenses. In addition, it is
questionable whether adequate numbers of private plans would
participate in Medicare Plus system if the federal
contribution is inadequate.

4 The MPA states that the federal contribution would be risk
adjusted for age and other factors. However, development of
reliable risk adjustment methods is in its early stages.

. Risk adjustment will be critical to ensure that plans are

2
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not penalized if their enrollee population is sicker than
average or rewarded if their enrollment is healthier than
average.

® In order for beneficiaries to compare competing alternative
plans under the Medicare Plus system, they will need
comparative information quality as well as price, network
composition, benefits, cost-sharing, and other factors.
Comparative information on the quality of care provided by
competing plans is difficult to measure--but of vital
importance to potential enrcllees, particularly if they can
only change plans on a yearly basis, as proposed in the MPA.
The need for reliable quality of care assessments is of
particular concern to Medicare beneficiaries, because they
are more likely to be alone and frail and, thus, unable to
navigate the bureaucracy of a managed care plan or to have
others do so on their behalf. However, development of
reliable methods to measure qguality of care is still in its
early stages

. It is unclear in the MPA what entity would ensure that
standards (e.g., consumer protections, solvency
requirements, marketing standards) would be met by plans.

. . The Medical Savings Account option could lead to a self-
selection bias against traditional Medicare, with healthy
individuals choosing the MSA and others left in the
traditional Medicare progran.

> According to the Medicare Continuous History sample,
average per capita spending in 1993 for was <1.486.

++ Within this sample, however, 55 percent of the
beneficiaries had less than $1,000 in
reimbursement in the previous three years. For
this group, average per capita spending in 1993
was $1,598, only 46% of the average for the entire
sample.

++ There was also a large group, 24 percent of
sample, that had no reimbursement made on their
behalf in the last three years. For this group,
the average per capita spending was $1,122 only
35% of the average for the whole sample.

- Thus, a MSA Option for Medicare could potentially be
costly to the program if low cost beneficiaries opted
for MSA's.

= Under this scenario, the per capita cost of providing

care in traditional Medicare would escalate
dramatically since the costs of care for sicker

3
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beneficiaries would be spread across a smaller base.
This escalation in per capita spending resulting fronm
selection could trigger provider cuts under the "“fail
safe" provisions further destabilizing traditional
Medicare.

* There is no indication that the MSA option is a one-time
choice. If beneficiaries are allowed in and out of the MSA
option selection problems will be even worse.

3. Waste, Fraud, and Abuse--Summary of Provisions

>

The Department of Health and Human Services is provided with
the authority to reward beneficiaries who report instances
of waste, fraud and abuse.

. SNFs and Home Health Agencies would be required to provide
up-front cost estimates to any patient.

. Significant penalties imposed on anyone who defrauds
| Medicare.
. Waste, Fraud and Abuse--Issues

A large proportion of beneficiaries currently report
instances of waste, fraud and abuse. Providing rewards to
beneficiaries who already do so would result in added costs.
This provision would also be administratively complex.

L 2

4. Government as a Health Care Buyer--Summary of Provisions
¢ Limits updates for hospitals and physician services

The bill phases out funding for medical residency programs
for non-citizens and graduate medical education funding
subsidies that draw doctors into highly specialized fields,
targeting the funds for primary care.

over nt a u - ues

L In general, we support both the goals of reducing the number
of residency positions in the U.S. and focusing more
resources on primary care training. However, in any policy
which focuses on reducing or eliminating the number of
international medical graduates we would be very concerned
about the impact on hospitals which rely heavily on those

. IMGs for providing services.
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5. Income- at P - vision
¢ Single beneficiaries with incomes over $75,000 and couples

with incomes over $150,000 would pay higher Part B premiums
instead of receiving a subsidy from the taxpayers.

Income-Related Premium-=-Issues

6. "!Fail Safe"--gSummary of Provision
* The MPA would set spending growth rates for provider

categories such as inpatient hospital services, physician
services, home health care, durable medical equipment and
laboratory services.

+ Each year the Secretary of HHS would determine if the level
of services being provided would exceed designated spending
growth. TIf it would, the Secretary would reduce payment
updates to guarantee that spending growth targets were met.

"Fail Safe'--_Issues

+ It is unclear how a target system would work in a world
where enrcllment in the traditional Medicare would be in
flux and where traditional Medicare would be subject to
significant adverse selection.

¢ To the extent that provider payment updates are unreasonably
low, the viability of traditional Medicare is threatened.

The attachments to the general description also note the
following provisions of the MPA:

¢ Repeals of Stark I and II "excessive" regulations
» An advisory commission on Medicare
¢ A commission to recommend Medicare policy changes to prepare

for retirement of the baby boom generation
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OVERVIEW, REPUBLICAN MEDICARE PLAN
PROPOSAL COMMENT

Traditional Medicare/keeping commitment

1. Average payment per beneficiary will

That is a cut of $1700 per beneficiary

rise to $6,700 in 2002 from CBO baseline
2 No change in copayments,
deductibles.
3. Keep premium at 31.5 percent Current premium analysis

The better Medicare - more choices

Choose between traditional Medicare and
private sector options in new Medicare Plus.
Any private insurer who at least covers
Medicare benefits and meets consumer
protection standards can apply. Options
include:

1. Coordinated care - must meet
solvency, and offer minimum benefit package
equal to that of Medicare --

2. Medical savings accounts - high
deductible policy plus MSA deposit.

3. Provider service networks -- meet
solvency and marketing requirements.

4. Per beneficiary contribution adjusted

for age, other factors, indexed to specified
growth rates.

5. Plans agree to take all applicants.

Multiple choice of different types of plans
with different benefits raises consumer
information/ comparison issue, and adverse
selection issue

What are standards -- implies that they may
not be same as current?(Note - health plan
quality, access, beneficiary protection
standards issue may be an underlying
weakness)

This means that it is not the standard
Medicare benefit (which is promised in
introductory language)

Adverse selection - Tyson argument

Standards issue again

How tight index? This means that §
contribution unrelated to benefits - buys less
and less -- and beneficiary pays more and
more in premium -- balance billing at
premium level
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PROPOSAL COMMENTS
Waste, fraud, and abuse
1. Reward beneficiaries who report Much of this already occurs today
incidences

- A Require SNFs/HHAs to provide cost
estimates up front.

3. Imposes significant penalties on those
who defraud Medicare

Seeking value for the government as a
health care buyer

8 Phases out funding for residency
programs for non-citizens and
graduate education subsidies that draw
doctors into highly specialized fields,

targetting funds on primary care.
2. Provide doctors options.
3 Enable doctors to escape paper burden

and restrictive payment rules

What happens to hospitals, areas that rély on
these providers (NYC issue)

How deep a cut -- what are specifics

Does this mean allow balance billing -- either
in standard Medicare, in within health plans?

Affluence testing for subsidized premiums

1. Single seniors with income over
$75,000 and couples over $150,000
will pay higher premiums

2. Gives states the ability to reduce costs

What is maximum %7?

Guaranteeing solvency through failsafe
b Set growth rates by provider type

2 Monitor, revise payment updates to
reach target

This is the cost containment. What are
growth rates required to achieve targets?
Have we ever achieved them?

Black box - magic

(@003/009
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. DRAFT September 14, 1995

Summary of Provisions and Issues
The House Republican Leadership's
PMEDICARE PRESERVATION ACT OF 1995V%

1. Retaining Traditional Medicare--summary of Provisions

¢ Beneficiaries automatically enrolled in traditional Medicare
unless they choose a Medicare Plus Option.

> No changes in deductibles or coinsurance

> Increase Part B premium to 31.5% of projected program
costs (see increase in premium for high income
beneficiaries in Section 5).

+ Average per beneficiary spending will increase from $4,800
in 1996 to $6,700 in 2002.
Retaining Traditional Medicare--Issues
* The MPA claims to allow beneficiaries to remain in

traditional Medicare. However, under the MPA physicians
could serve beneficiaries enrolled in private fee-for-
service plans, MSA/high deductible plans and provider
service networks. There is no indication in the proposal
that beneficiaries would have extra-billing protection under
these plans. If a significant portion of physicians in an
area begin serving beneficiaries only through these
alternative plans in order to avoid extra-billing limits
under traditional Medicare, choosing to remain in
traditional Medicare will not be a "real" option for
beneficiaries.

2. Increasing Choices--Summary of Provisions

. Beneficiaries may choose from several private sector options
in a new Medicare Plus system.

. Each year, beneficiaries would receive a booklet describing
approved plans available in their geographic area. All
plans must meet consumer protection standards, cover at
least Medicare benefits, and meet solvency standards.

+ The federal contribution would be adjusted for age and other
factors. Each year the federal contribution would increase

according to specified growth rates.

¢ All plans must take all applicants; applicants cannot be
involuntarily disenrolled by the plan.

. » Options include:
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. > i d 1 . These plans (e.g., HMOs, PPOs,
POS) may reduce out-of-pocket expenses and offer
additional benefits.

> Medical savings accounts (MSAs). Referred to as

"Medisave", these accounts would provide a high-
deductible insurance policy and a cash deposit to the
MSA that would cover a significant portion of the
deductible. The policy would have no copayments, so
beneficiaries would be assured a limit on their out-of-

pocket costs.

Beneficiaries can spend their Medisave funds for
whatever medical needs they have or use them to
purchase long-term care insurance.

A beneficiary could use MediSave funds for non-health
related purposes as long as a mininum balance of 60% of
the high deductible is maintained. Funds used for non-
health care expenses and interest earned on MedisSave
accounts would be taxed as income.

The high-deductible amount would be capped.

Provider Service Networks. Doctors and hospitals could
form networks without being licensed as an insurance
company or managed care company.

> Private fee-for-service plans. While not addressed in

the general description, the attachments indicate that
private fee-for-service plans will also be available.

Increasing Choices~--Issues

. Under the MPA, the federal contribution is based upon a
fixed amount increased in subsequent years by a fixed growth
rate. Based on the per capita spending amounts assumed
under the Budget Resolution, the growth rate for the federal
contribution would be far than less projected per capita
growth rates for traditional Medicare and even private
health insurance. Thus, it appears unlikely the fixed
contribution would be sufficient over time for beneficiaries
to purchase their plan of choice without incurring
significant out-of-pocket expenses. In addition, it is
questionable whether adequate numbers of private plans would
participate in Medicare Plus system if the federal
contribution is inadequate.

+ The MPA states that the federal contribution would be risk
adjusted for age and other factors. However, development of
reliable risk adjustment methods is in its early stages.
Risk adjustment will be critical to ensure that plans are

& :
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. not penalized if their enrollee population is sicker than
average or rewarded if their enrollment is healthier than
average.

. In order for beneficiaries to compare competing alternative
plans under the Medicare Plus system, they will need
comparative information quality as well as price, network
composition, benefits, cost-sharing, and other factors.
Comparative information on the quality of care provided by
competing plans is difficult to measure-~but of vital
importance to potential enrollees, particularly if they can
only change plans on a yearly basis, as proposed in the MPA.
The need for reliable quality of care assessments is of
particular concern to Medicare beneficiaries, because they
are more likely to be alone and frail and, thus, unable to
navigate the bureaucracy of a managed care plan or to have
others do so on their behalf. However, development of
reliable methods to measure guality of care is still in its
early stages

* It is unclear in the MPA what entity would ensure that
standards (e.g., consumer protections, solvency
requirements, marketing standards) would be met by plans.

+ The Medical Savings Account option could lead to a self-
selection bias against traditional Medicare, with healthy
individuals choosing the MSA and others left in the

traditional Medicare program.

- According to the Medicare Continuous History sample,
average per capita spending in 1993 for was €1.486.

++ Within this sample, however, 55 percent of the
beneficiaries had less than $1,000 in
reimbursement in the previous three years. For
this group, average per capita spending in 1993
was $1,598, only 46% of the average for the entire
sample.

++ There was also a large group, 24 percent of
sample, that had no reimbursement made on their
behalf in the last three years. For this group,
the average per capita spending was $1,122 only
35% of the average for the whole sample.

> Thus, a MSA Option for Medicare could potentially be
costly to the program if low cost beneficiaries opted
for MSA's.

B Under this scenario, the per capita cost of providing

care in traditional Medicare would escalate
. dramatically since the costs of care for sicker

3
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. beneficiaries would be spread across a smaller base.

' This escalation in per capita spending resulting from
selection could trigger provider cuts under the “fail
safe" provisions further destabilizing traditional
Medicare.

) There is no indication that the MSA option is a one-time
choice. If beneficiaries are allowed in and out of the MSA
option selection problems will be even worse.

3. Waste, Frau and se--Summa of sions

+ The Department of Health and Human Services is provided with
the authority to reward beneficiaries who report instances

of waste, fraud and abuse.

SNFs and Home Health Agencies would be required to provide
up-front cost estimates to any patient.

*>

+ Significant penalties imposed on anyone who defrauds
Medicare.
. Waste, Fraud and Abuse--Issues

A large proportion of beneficiaries currently report
instances of waste, fraud and abuse. Providing rewards to
beneficiaries who already do so would result in added costs.
This provision would also be administratively complex.

>

4. Government as a Health Care Buyer-—-Summary of Provisions

Limits updates for hospitals and physician services

>

The bill phases out funding for medical residency programs
for non-citizens and graduate medical education funding
subsidies that draw doctors into highly specialized fields,
targeting the funds for primary care.

Government as a Health Care Buyer--Issues

In general, we support both the goals of reducing the number
of residency positions in the U.S. and focusing more
resources on primary care training. However, in any policy
which focuses on reducing or eliminating the number of
international medical graduates we would be very concerned
about the impact on hospitals which rely heavily on those
IMGs for providing services.

® 4

>

*
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. 5. Income-Related Premium--Summary of Provision
¢ Single beneficiaries with incomes over $75,000 and couples

with incomes over $150,000 would pay higher Part B premiums
instead of receiving a subsidy from the taxpayers.

Income-Related Premium--Issues
6. ""rFail safe"--gummary of Provision

* The MPA would set spending growth rates for provider
categories such as inpatient hospital services, physician
services, home health care, durable medical equipment and
laboratory services.

. Each year the Secretary of HHS would determine if the level
of services being provided would exceed designated spending
growth. If it would, the Secretary would reduce payment
updates to guarantee that spending growth targets were met.

“"Fai afe'"'--_Issues

* It is unclear how a target system would work in a world
where enrollment in the traditional Medicare would be in
flux and where traditional Medicare would be subject to
significant adverse selection.

. To the extent that provider payment updates are unreasonably
low, the viability of traditional Medicare is threatened.

The attachments to the general description also note the
following provisions of the MPA:

4 Repeals of Stark I and II "excessive" regulations
. An advisory commission on Medicare
& A commission to recommend Medicare policy changes to prepare

for retirement of the baby boom generation
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

October 23, 1995

THE DIRECTOR

Honorable J. James Exon
Ranking Member
Committee on the Budget
United States Senate

~ Washington, D.C. 20510

Dear Senator Exon:

I am writing to transmit the Administration’s views on the actions that Senate
committees have taken to comply with their budget reconciliation instructions.

You should have no doubt about the President’s position: If reconciliation legislation
were sent to him with the extreme spending cuts and huge tax cuts called for in the budget
resolution, he would veto the bill. The President has stressed the importance of finding
common ground with Congress on a budget plan that will best serve the interests of the
American people.

As you know, the President shares with congressional leaders the goal of balancing
the budget. But, as the President and his senior advisors have repeatedly noted, the
Administration has profound differences with the overall approach that Congress has adopted
to reach that goal:

® The President’s plan: The plan, which the President announced in June, would
protect Medicare until 2006 and retain Medicaid as an entitlement; invest in education
and training and other priorities; and provide for a targeted tax cut to help
middle-income Americans raise their children, save for the future, and pay for
postsecondary education.

To reach balance, the President would eliminate wasteful spending, streamline
programs, and end unneeded subsidies; take the first, serious steps toward health care
reform; reform welfare to reward work; cut non-defense discretionary spending (other
than the President’s investments) 22 percent in real terms in 2002; and target tax
relief to those who really need it.

® The Republican plan: The Republican plan -- as reflected in the committee
reconciliation provisions - seeks to balance the budget while providing a huge tax cut
whose benefits would flow disproportionately to those who do not need them.

To reach balance, the Republican plan would cut deeply into such mandatory
programs as Medicare, Medicaid, student loans, and food stamps, and would raise
taxes on millions of working families by slashing the Earned Income Tax Credit
(EITC). By extending the discretionary caps at Republican-proposed levels, the
Republican plan would force deep cuts in virtually all discretionary programs,
including education and training, science and technology, environmental protection,
and other priorities.



The President believes strongly that, while his approach reflects the common ground
that Americans share, the Republican plan reflects an extreme and unwise approach that will
hurt average Americans and help special interests. He has repeatedly urged Congress to
work with him on a more reasonable path that will help raise average living standards in the
future.

The Republican majority, however, has shown little inclination to move to a more
responsible path. The Finance Committee, for instance, has passed deep, unwarranted cuts
in Medicare that would raise costs for beneficiaries and sharply cut payments to providers,
jeopardizing access to, and the quality of, care. In addition, Finance would convert
Medicaid into a block grant, which is unacceptable. Under the Finance Committee approach,
states would face untenable choices: cutting benefits, dropping coverage for millions of
beneficiaries, or reducing provider payments to a level that would undermine the ability to
adequately serve beneficiaries. Furthermore, Finance would end standards needed to protect
residents of nursing homes, and would not ensure coverage for some of the most vulnerable
Americans -- poor children.

The Republican tax plan hurts working Americans. The Finance Committee would
raise taxes on 17 million working families by cutting the EITC. And it would make unwise
changes to pension fund asset reversions -- making it easy for companies to withdraw
"excess" pension assets -- threatening the retirement benefits of workers and increasing the
exposure of the Pension Benefit Guaranty Corporation, which guarantees these benefits. In
addition, the Governmental Affairs Committee would raise Federal employee retirement
contributions -- which is tantamount to raising employees’ taxes.

The Finance Committee has included the Senate-passed welfare reform bill in the
reconciliation bill. Overall, food program and EITC cuts elsewhere in reconciliation,
together with other low-income program cuts, are excessive. For welfare reform to succeed,
it must save money by moving people from welfare to work, not by merely cutting them off
or shifting costs to the states. The cost of excessive program cuts -- to working families,
families with small children, low-income immigrants, disabled children, and the elderly
receiving Supplemental Security Income -- would be grave. The Administration proposes a
more acceptable level of cuts, coupled with strong programmatic reforms.

Other committees are making cuts in programs that would adversely affect millions of
students and their families, children, the poor of all ages, farmers, and the environment.

The Senate Labor and Human Resources Committee would raise college loan costs to
middle- and low-income students and parents, and tax colleges and universities. In
particular, the Committee would cap the Direct Student Loan Program, reversing the
program’s significant progress and ending the participation of over 600 schools and hundreds
of thousands of students. These actions hurt middle- and low-income families, make student
loan programs less efficient, perpetuate unnecessary red tape, and deny to students and
schools the free-market choice of guaranteed or direct loans.



The Agriculture Committee would cut farm spending over three times more than the
President, reducing farm income and jeopardizing recent record gains in U.S. farm exports.
Also, it would cut food stamps too much -- even more than the Senate welfare bill --
threatening the nutritional safety net for children, the elderly, and working families.

The Energy and Natural Resources Committee would open the Arctic National
Wildlife Refuge (ANWR) to oil and gas drilling, threatening a rare, pristine ecosystem, in
hopes of generating $1.3 billion in federal revenues — a revenue estimate based on wishful
thinking and outdated analysis. Moreover, the potential for long-term damage to this
biologically-rich wilderness is simply too great. The Administration, instead, supports
efforts to protect the refuge’s coastal plain permanently.

Already, the President has made it clear that he will veto any reconciliation bill that
includes Medicare and Medicaid cuts of the size that the budget resolution calls for. Also, as
I wrote to the Energy and Natural Resources Committee on September 21, the President will
veto any reconciliation bill that opens ANWR to oil and gas drilling. But our serious
concerns do not end with the specific veto threats that we have issued. For the wide array of
reasons discussed in this letter, this bill remains unacceptable to the Administration and to

the American people.

This nation was founded on the dream that all families should be given the
opportunity to improve their lives and the future of their children. The Republican plan
undermines that dream and promotes the wrong set of priorities for the nation.

Attached is a more detailed review of our concerns.
Although we have major differences with Congress at this point, we hope to work
with you to find a common path to balance the budget in a way that will improve the

standard of living of all Americans.

Sincerely,

Rea. M. Qk@a\

Alice M. Rivlin
Director

Attachment

Identical letters sent to Honorable Pete V. Domenici,
Honorable Robert Dole, and Honorable Thomas Daschle



E ATE R NCILIATION PROVISI

ENA RICl
Farm policy

The Administration objects to the $13.4 billion cut in farm program spending over
seven years -- well over the $4.2 billion in seven-year savings in the President’s balanced
budget plan. Cuts of the Senate’s magnitude would unacceptably reduce U.S. farm income
and damage U.S. agricultural export opportunities in the world economy.

The bill does not direct funding to those who most need it, and would punch holes in
the safety net for family farmers; while it would significantly protect large-scale farming, it
would not significantly protect small-scale farming.

Moreover, farmers would no longer have to participate in the Federal Crop Insurance
Program as a condition of receiving farm program benefits, potentially undoing the major
reforms only recently achieved in that program.

The bill would cut international trade promotion and market development assistance.
It would cut the Export Enhancement Program by 20 percent a year, and the Market
Promotion Program by 32 percent a year, diminishing our ability to compete in international
markets - in stark contrast to our competitors who continue to subsidize their farmers
substantially.

In addition, the bill would cut incentives for voluntarily accomplishing conservation
goals. It would cut the Conservation Reserve Program in half (costing about 15 million
acres of resource protection) compared to the Administration’s baseline. It would prohibit
the Wetland Reserve Program from offering permanent easements, thus requiring USDA to
pay multiple times for the same piece of land in order to protect wildlife and water quality.
Especially at a time when regulatory controls for wetlands protection are under attack
Congress should not cut incentive-based programs so drastically.

Food Stamps and Child Nutrition

The committee’s proposal includes the Senate welfare bill’s food stamp provisions and
other provisions. All told, the committee would cut food stamps by $31 billion -- $4 billion
more than the Senate welfare bill. The President’s balanced budget plan includes a
preferable funding level, saving $19 billion over seven years but preserving uniform, national
eligibility for most of those now entitled to the program. We must preserve the national
nutrition safety net, which assists about 27 million low-income children, elderly and working
families.



While, generally, Senate-proposed changes to nutrition programs improve on those in
the House welfare bill -- such as by rejecting block grants for child nutrition programs and
WIC -- the Administration strongly opposes the food stamps block grant option; which the
Senate welfare bill includes. By not requiring that all assistance go for food, the Senate
would endanger the national program and move toward abdicating the federal role in
combating hunger. Especially if Congress creates an AFDC block grant, we must preserve a
national food stamp entitlement program; a national nutrition program helps put food on the
table for low-income families who may lose their cash assistance, and it helps agricultural
producers.

Moreover, the Administration strongly believes that all food stamp spending should
go for food assistance, not just 80 percent, as the Senate block grant option would permit.
Federal nutrition programs have produced measurably better health among the many people
who get food assistance. National nutrition standards and a funding mechanism that lets the
programs expand to meet greater needs in times of national or regional economic hardship
are essential to feasible welfare reform.

SENATE ARMED SERVICES

The Administration is pleased that the Senate chose not to break faith with our service
men and women by changing the method for computing military retirement pay, but instead
chose to allow increased sales from the National Defense Stockpile to offset defense
mandatory program increases.

The committee also proposes to sell the Naval Petroleum Reserves, as the President
proposed. The Administration urges Congress not to rush the sale, enabling the federal
government to receive fair market value for the assets.

ATE BANKIN ND URB
Banking Insurance Fund (BIF)/Savings Association Insurance Fund (SAIF)

The Administration strongly supports the Committee’s action to deal with the financial
problems of the Savings Association Insurance Fund (SAIF). It is essential to eliminate the
perverse incentives created by a premium differential between SAIF and the Bank Insurance
Fund (BIF). The bill would do so through a one-time special assessment on SAIF-insured
deposits and by spreading Financing Corporation payments pro rata over all FDIC-insured
institutions. In addition, we believe that the legislation should unambiguously provide for the
SAIF’s merger with BIF, which is essential to assuring that SAIF’s structural vulnerabilities
cause no further problems. While the Administration supports an ultimate merger of the
thrift and bank charters, the difficult issues involved in the charter merger (including tax
issues) should not interfere with enactment of a comprehensive solution to SAIF’s financial
problems that includes merging the deposit insurance funds. The Administration is also
concerned that future congressional action to trigger the fund merger may carry a budgetary
cost, creating an obstacle to it.



HUD Rental Subsidy Annual Adjustment Factor

The Administration is concerned about the equity of limiting the 1 percentage point
cut in HUD's annual adjustment factor for subsidized rents to only one form of Section 8
rental assistance - tenant-based certificates. The Administration prefers the House approach
— consistent with the Administration’s 1995 and 1996 budget proposals -- of extending this
reduced adjustment to all forms of Section 8 subsidies, including tenant-based certificates and
subsidies attached to projects. Congress enacted this approach for one year only as part of
the 1995 VA/HUD Appropriation Act, and will likely enact it again in the 1996
Appropriation.

E E, AND RTA

Spectrum Auction

The Administration commends the Committee for including legislation to raise funds
from spectrum auction, and believes the Committee’s spectrum language is preferable to the
House Committee’s. Unlike the House provision, the Senate provision provides for paying
(from auction proceeds) the costs that federal agencies bear in migrating from one portion of
the telecommunications spectrum to another. This provision could be particularly important
for the Departments of Defense and Justice and the Federal Aviation Administration. We
should not require agencies to absorb these costs in their discretionary appropriations.

Rail Infrastructure

The Administration objects to the Committee’s decision to spend $70 million over
seven years to make available up to $100 million a year in guaranteed loans under the
Federal Railroad Administration’s Section 511 program. Railroads are financially healthy
and have access to substantial financing through the private capital markets. In this era of
declining discretionary budgets, subsidized loans to private, profitable corporations are
objectionable. ' '

The Administration also objects to spending $75 million to revive the Local Rail
Freight Assistance program. The Administration proposed to terminate this program in the
1996 Budget, and both House and Senate appropriators chose to eliminate it as well. The
federal government should not be in the business of handing out grants to private
corporations.



SENATE ENERGY AND NATURAL RESOURCES
Arctic National Wildlife Refuge

As noted above, the President will veto any reconciliation bill that opens the Arctic
National Wildlife Refuge (ANWR) to oil and gas drilling. Exploration and development
activities would bring physical disturbances to the area, unacceptable risks of oil spills and
pollution, and long-term effects that would harm wildlife for decades. Moreover, the
estimate that ANWR will generate $1.3 billion in federal revenues from oil and gas leasing is
wishful thinking, based on projected oil prices in the year 2000 of above $30 per barrel --
~even though the Energy Information Agency now predicts prices will only be about $19 per
barrel. The estimate also fails to consider new geological information showing lower
recoverable oil estimates and Alaska’s claims that its Statehood Act entitles it to 90 percent
of all revenues -- not 50 percent, as the estimate assumes.

Hardrock Mining Reform

The Administration is concemed that the Committee’s proposal to reform the
antiquated 1872 hardrock mining law would, in fact, leave it largely intact. Most notably,
the proposal essentially retains the notorious patenting provision whereby the government
transfers billions of dollars of publicly-owned minerals at relatively little charge to private
interests. The proposed "net" royalty on proceeds from minerals production on federal lands
has excessive deductions, and would raise only a small amount of money to compensate
taxpayers or fund the cleanup of abandoned mines that are degrading water supplies and
otherwise harming the environment.

Additional Concerns

The Administration opposes the proposal to sell an additional 32 million barrels of
Strategic Petroleum Reserve (SPR) oil, beyond the seven million proposed in the President’s
1996 Budget and included in the 1996 Interior Appropriations Conference Report. The
Administration is pleased with provisions which advance prospects for selling the United
States Enrichment Corporation (USEC), although we are concerned about Senate provisions
that would transfer exclusive rights to gaseous diffusion technology from the Energy
Department to USEC and believe some changes are needed to successfully implement the
Russian uranium agreement. In addition, while we appreciate inclusion of the Alaska Power
Administration sale to current customers -- as the Administration has proposed - we believe
that all Power Marketing Administrations, except the Bonneville Power Administration,
should be sold to their customers.

The Committee also has chosen to use the reconciliation bill as a catch-all for various
objectionable policies, many of them having nothing to do with balancing the budget. The
oil and gas royalties proposal includes a number of provisions that would make royalty
collection far more difficult and costly for the federal government. The Ward Valley (CA)
Land Transfer (which the Administration supports in concept) includes no environmental
conditions. The Communication Site Fees proposal would prevent the National Forest and
Bureau of Land Management (BLM) lands from implementing a fair market value fee



schedule that they developed over the past three years, reducing and delaying revenues to the
Treasury and to states and counties where the sites are located. The aircraft services
proposal would raise the Interior Department’s federal procurement costs and reduce
efficiency. The Reclamation Reform Act proposal would unjustifiably allow large
landowners to prepay, at a discounted rate, the highly subsidized debt they owe the U.S. for
their share of capital costs of Bureau of Reclamation irrigation projects. The Collbran
Project Transfer proposal, by delaying the transfer until 2000 but not adjusting the price tag
or covering the power debt, would provide an unwarranted triple subsidy to the project’s
water district conservancy.

SENATE FINANCE
Medicare

The Administration strongly opposes the magnitude of the proposed Medicare cuts --
$270 billion over seven years. While Republicans say we need cuts of this size to "save" the
Medicare Part A Trust Fund, in fact we need only about $90 billion in Part A savings to
ensure the trust fund’s solvency for the next 10 years. The rest of the Republican Medicare
cuts would finance the Republican tax cut.

Further, the Republican plan imposes almost $70 billion in new financial burdens on
beneficiaries. Most of it comes from setting the Part B premium to cover 31.5 percent of
program costs. This increase is excessive. The Republican plan also more than triples the
Part B premiums for some higher-income beneficiaries. For all beneficiaries, the Part B
deductible would more than double by 2002. The Republican plan then compounds these
direct new burdens on beneficiaries by imposing many hidden cuts that will force them, over
time, to pay much more for their health care services.

For example, the Senate’s new "Medicare Choice" option actually gives beneficiaries
less choice. Though it promises to give beneficiaries free choice between traditional
Medicare and all the options under Medicare Choice, the legislation applies distinctly uneven
rules to Medicare and Medicare Choice, making the former much less attractive to providers
than the latter. These incentives, along with a provision that applies the so-called "budget
expenditure limiting tool" (BELT) of more cuts only to the traditional program, would
reduce providers’ willingness to serve beneficiaries in traditional Medicare. This will restrict
beneficiary choice, not enhance it. Medicare Choice, as structured in the Republican plan,
also would promote adverse risk selection that could increase costs for the traditional
program. The Administration does not support efforts to use Medicare beneficiaries to
experiment with untested concepts that could weaken the program.

The Medicare Choice “choice" is also a bad one for beneficiaries because they will
lose protection from “"balance billing," whereby providers charge beneficiaries more than
Medicare approves. Medicare permits no balance billing by hospitals and only limited
balance billing by physicians. Medicare Choice plans, however, will widely permit it.
Physicians, and possibly other providers such as hospitals and skilled nursing facilities, in
fee-for-service Medicare Choice plans will be able to charge patients whatever they want.




The same will be true for patients electing the catastrophic or medical savings account

(MSA) plans. For managed care plans, the Senate bill appears to let each private plan decide
whether to offer beneficiaries any protection from unlimited provider charges. There would
be no Federal protection for beneficiaries in these plans. Whenever patients receive non-
emergency care outside of the plan - even if the plan authorizes such care -- beneficiaries
would not be protected from excessive charges by physicians. Given the very tight caps that
this bill would impose, provider pressures to balance bill will grow. If providers begin to
move to Medicare Choice plans to escape balance billing limits, beneficiaries will face the
choice of following them and paying more, or remaining in traditional Medicare where fewer
doctors and hospitals are able to care for them.

Medicaid

The Administration strongly opposes both the magnitude of proposed Medicaid cuts --
which would cut federal payments to states by $182 billion, or 20 percent, below current law
-- and the conversion of Medicaid into a block grant, eliminating guaranteed coverage to
millions of Americans. By 2002, the cuts would amount to a 30 percent reduction below
CBO'’s estimate of the cost to maintain current services. To reach these savings, per capita
health care spending growth under Medicaid would have to fall to an average of 1.4 percent
a year over the next seven years; by contrast, per capita spending in the private sector is
projected to grow by 7.1 percent a year over this period. Given such a low rate of growth,
states would face untenable choices: cutting provider payment rates, cutting benefits, or
dropping coverage for millions of beneficiaries.

Furthermore, in converting Medicaid into a drastically smaller block grant program,
the Committee bill reduces the guarantee of coverage on which millions of low-income
families have depended. Over 36 million Americans - individuals with disabilities, children,
pregnant women, elderly nursing home residents, mentally retarded children and adults,
mentally ill persons, and others - who cannot pay for their own health care are now assured
access to a package of basic services. Because this guarantee is eliminated, millions of
children and many other vulnerable Americans could lose access to health care.

Although the Chafee amendment purported to “"guarantee” coverage to certain groups,
it does not define coverage. For example, it leaves the definition of who is disabled and,
thus, eligible for guaranteed coverage entirely to the states. Further, given the size of
proposed Medicaid cuts, the level of benefits that the states could guarantee could be
minimal.

The Senate bill jeopardizes the income, homes, and cars of nursing home residents
and their spouses. Under current law, federal Medicaid eligibility standards, which the
Senate bill would repeal, protects these residents and their spouses from losing their homes
and cars. Also under current law, spousal impoverishment provisions protect a minimum
level of income and assets, not including the home and car. Because the Senate bill leaves
both eligibility requirements and spousal impoverishment protections up to the states, the
federal government would no longer assure that the income, homes, and cars of Medicaid
recipients will be protected.



The bill also repeals federal nursing home quality standards for Medicaid and directs
states to adopt whatever standards they choose. With an enormous cut in federal financial
assistance, states may not be able to afford to develop and enforce standards to ensure a high
quality of care and quality of life.

The bill also repeals protection for low-income Medicare beneficiaries under
Medicaid. Currently, an estimated 5 million individuals receive Medicaid assistance with
their Medicare premiums, deductibles, and other cost sharing. The need was so great that
congressional Democrats and Republicans came together to create the Qualified Medicare
Beneficiary (QMB) program. President Reagan signed legislation to create the program;
President Bush signed a bill to expand it. These beneficiaries are doubly hit by Republican
proposals. First, Republican Medicaid proposals eliminate guaranteed coverage of Medicare
cost-sharing, potentially leaving beneficiaries ultimately liable. In addition, Republican
Medicare proposals will exacerbate the hardship by increasing the premium amounts they
must pay.

The Administration is concerned that the Committee bill repeals the Vaccines for
Children Program (VFC), a 100 percent federally-funded entitlement for Medicaid-eligible,
uninsured, under-insured, and Indian children. Although the bill requires states to cover
immunizations for Medicaid-eligible children, thousands of uninsured, under-insured, and
Indian children would lose coverage. Further, in converting Medicaid into a drastically
reduced block grant, federal funding dedicated to immunizing children would decline,
threatening our efforts to insure that 90 percent of all children under age 2 are properly
immunized for the initial, and most crucial, doses of vaccine.

Earned Income Tax Credit (EITC)

The Administration strongly objects to the Committee’s proposal to cut the EITC by
$43.5 billion over seven years, raising taxes on 17 million households. The changes would
affect nearly 24 million children.

By partially repealing the indexing of the EITC, the Committee’s proposal would
generate creeping tax increases each year. Working families would see their taxes rise by
$302 in 1996 and by $471 in 2005 (in 1996 dollars). Families with two or more children
would fare the worst under the proposal. In 1996, taxes would increase, on average, by
$410 for over 7.4 million families with two or more children. Their taxes would increase by
$644 by 2005 (1996 dollars). By 2005, 22 percent of all families with children eligible for
the EITC under current law would lose that eligibility.

Under the proposal, 1 million EITC recipients would be taxed on their full social
security benefits, increasing their taxes by an average of $859. The proposal also would
repeal the EITC for very low-wage workers who do not reside with qualifying children. For
these workers whose adjusted gross income is less than $9,500, average taxes would rise by
$173.
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The Administration believes strongly that Congress should not raise taxes on working
families to finance tax breaks for the well-off. It should limit its changes to the compliance
improvements that the Administration has proposed. -

Tax Cuts

The Administration strongly opposes the Committee tax cut; it is fiscally irresponsible
and would provide a disproportionate share of benefits to high-income families. At a time
when Congress seeks to cut over $1 trillion to balance the budget, adding another $245
billion to the deficit through lower taxes forces more drastic cuts in public services and
benefits for lower- and middle-income families. Without this huge tax cut, Congress would
not need the drastic cuts in Medicare in the budget resolution, including the increase in
premiums for the elderly at all income levels.

The tax cuts provide large benefits to those who need them the least. The capital
gains cut, among other provisions, is overly generous and disproportionately benefits upper-
income families. Overall, about 48 percent of the benefits from the Finance tax bill will
accrue to families with incomes over $100,000 (the top 12 percent of families). At the same
time, the combined effects of the tax cuts and cuts in the EITC will raise taxes on families
with income under $30,000.

Pension Reversion

The Administration strongly opposes the "pension reversion" provision that would
permit companies to withdraw "excess” pension assets. As the Pension Benefit Guaranty
Corporation’s board members stated in their October 17 letter to Chairman Roth, the Senate
provision would "result in the removal of billions of dollars from the pension system,
endangering workers® retirement income for the purpose of paying current expenses. This
would increase the risk of loss for workers, retirees and the pension insurance system.
Despite the nominal restrictions imposed ..., the proposal would effectively allow companies
to remove assets from retirement plans and use these funds for any purpose... This is not the
intended use of funds that have accumulated with the aid of the valuable tax incentives
explicitly designed to promote pension savings for workers." '

Such reversions risk a repeat of the pension raids of the 1980s, when reversions
helped fuel corporate takeovers and buyouts. This short-sighted provision risks undermining
our private retirement system. We must increase our savings for retirement and enhance, not
diminish, public confidence in our pension system.

Health Benefits for Retired Unionized Coal Miners and their Families

A 1992 law combines federal and company funding to finance the health care for
retired coal miners and dependents that was promised them in collective-bargaining
agreements. A proposed amendment would release certain coal companies from their
obligations, including those that signed an agreement to pay future costs for their former
employees. The resulting lack of revenue could threaten the health care of nearly 100,000
retired coal miners and their families.
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Child Support Enforcement

The Administration has significant concerns about a Committee proposal mandating
that, in order to recoup administrative expenses, States collect an amount equal to a $25
application fee and a 10 percent fee on all non-AFDC child support collections. Such a fee,
amounting to a cut in income, would withdraw vital support for children, unduly burdening
low- and moderate-income families and possibly forcing some back on AFDC.

Welfare Reform

AFDC, Work and Child Care. The Committee included the Senate-passed welfare
reform bill in its reconciliation package. The Senate bill is significantly preferable to the
House welfare bill in promoting work and protecting children, but the bill nevertheless raises
important issues:

® The Administration strongly supports the bipartisan Senate improvements to
provide the child care that people need to move from welfare to work. Without
sufficient child care funding, welfare reform will prove an enormous unfunded
mandate on states. The Administration recommends that Congress improve the final
bill by adding more child care money, not less. The Administration strongly supports
the Senate child care provisions that gives states a separate funding stream for child
care and provide services to help families stay off welfare.

® The Administration is pleased that the Senate has included maintenance of financial
effort provisions in the bill. Congress should clarify these provisions, however, to
tighten the definition of allowable expenditures.

® Congress should provide states with greater protection in a serious recession by
strengthening the Senate’s contingency grant fund. From 1989-93, AFDC caseloads
grew by 32 percent and AFDC spending by $8 billion. But the Senate welfare bill’s
contingency fund provides only $1 billion over seven years.

Foster Care. The Administration has strong reservations about the bill’s proposed
cap on foster care administrative costs. At a time when sharp changes in welfare policy may
affect foster care caseloads substantially, the proposed cap would restrict states’ ability to
safeguard the well-being of abused and neglected children.

Supplemental Security Income. Both the House and Senate bills go too far in the
changes they would make to the SSI children’s disability program. In general, the
Administration favors the Senate provisions over the House bill’s deep cuts, which go far
beyond what’s needed to correct the program’s recent growth. The House bill would
eventually prevent nearly a million disabled children who could be eligible under current
rules from receiving cash. We support the bipartisan Senate decision to continue to provide
SSI cash benefits for all eligible children. We strongly urge Congress to reduce hardship to
disabled children now on SSI by exempting them from these new, stricter eligibility rules. If
Congress applies these rules to current SSI recipients, however, the Administration
recommends only applying them to children eligible as a result of maladaptive behavior.
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The Administration also recommends the deletion of a Senate provision that would
gradually raise the age requirements to elderly poor applying for SSI from 65 to 67,
paralleling the rising age requirements for Social Security. The apparent consistency of this
change masks an important difference between these two programs: Social Security recipients
can retire early and get benefits, and most do so, but no early eligibility age exists for SSI.
The Senate added this provision at the last minute without adequate public scrutiny and
debate; Congress should drop it.

Benefits to Immigrants. Both the House and Senate bills go too far in cutting benefits
to legal immigrants, and shifting costs to states with high numbers of immigrants. The
Administration supports holding sponsors who bring immigrants into this country more
responsible for their well-being, but Congress should make these changes equitably. The
House bill bans benefits for over a million immigrants who are now enrolled in SSI,
Medicaid, or food stamps. The Senate bill’s benefit restrictions, however, distinguish
between immigrants with and without sponsors (except for purposes of SSI). Focusing
benefit restrictions on immigrants with sponsors is a more sensible approach than the House
bill. The Senate bill, however, should include the immigrant exemptions of the House bill.

The Administration strongly opposes the Senate provision that would discriminate
against U.S. citizens by denying benefits to legal immigrants even after they became
naturalized citizens. We cannot have two categories of citizens, and a provision that treats
naturalized citizens less favorably than the native born raises serious constitutional concerns.
Equally objectionable is the Senate provision that would establish a class system for
American citizenship by requiring sponsors’ income to exceed 200 percent of poverty.
Working families who are U.S. citizens should not have to pass a wealth test to be reunited
with a family member. In addition, fairmess dictates that Congress adopt the House
provisions that exempt from benefit cut-offs those over age 75 and those too disabled to
complete the naturalization process.

Several further changes could make the legislation more acceptable to the
Administration. Immigrants who become disabled after entering the country should be able
to get SSI. In addition, benefit restrictions should not apply to discretionary programs and
such mandatory programs as student loans and the social services block grant; the
administrative burdens on these programs of verifying everyone’s citizenship is significant,
and the budget savings are negligible. Refugees and others who came to the U.S. to avoid
persecution should get adequate time to naturalize before being subject to benefit restrictions.
Finally, the Administration has serious reservations about the bill’s application of these
provisions to Medicaid.
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ENATE VERNMENTAL AFFA
Civil Service Retirement

The Administration is concerned about the Committee’s proposal to raise employee
retirement contributions, which is tantamount to raising employees’ taxes. We should not
raise taxes on federal employees at a time when we are reducing their numbers and asking
those that remain to provide the American people with a government that works better and
costs less.

Also, the Administration is concerned about a Committee proposal to delay the cost of
living adjustment (COLA) from January to April for federal civilian retirees. Unlike private
and military retirees, most current federal civilian retirees are not covered by Social
Security, making them entirely dependent on their retirement benefits to maintain an adequate
standard of living.

ENA ICIARY
Patent and Trademark Office (PTO) fees

The Administration is concerned about the Committee’s proposal to extend the patent
surcharge fund, and to deny PTO full access to its fees without discretionary appropriations.
This withholding of fees increases patent pendency and delays the deployment of new
technology to the marketplacc The President’s budget supports the elimination of the patent
surcharge fund beginning in fiscal 1999 and the PTO’s full access, without appropriation, to
all fees.

SENATE LABOR AND HUMAN RESOURCES
Student Loans

The Committee would get over 60 percent of its $10.8 billion in savings by cutting
educational assistance to students and parents, and taxing colleges and universities. The
Administration strongly opposes all of these provisions.

The President’s direct lending program has been a great success, saving money and
increasing access to education. Thus, the Administration strongly opposes the Committee’s
proposal to cap it. The program is easier for institutions to administer than the guaranteed
loan program and gives students more flexible repayment options, including income-
contingent repayment. By capping the program at 20 percent of total federal student loan
volume, the Committee would eliminate up to half the institutions that are participating in
this streamlined loan program. It also would prohibit other institutions from participating,
including those that have already applied.
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The Administration strongly opposes the Committee’s proposed end to the federal
subsidy of interest payments that Stafford loan recipients receive during the 6-month "grace
period"; these undergraduate students’ costs could rise as much as $700. In addition, the
Administration strongly opposes the Committee’s increase in the PLUS loan interest rate, as
well as its tax of 0.85 percent of total federal loan volume on institutions of higher
education, which would penalize institutions in which a high proportion of students take out
loans.

The Committee proposes large cuts in the administrative funding needed to effectively
manage the guaranteed student loan program, and to avoid student loan fraud and abuse.
These cuts would seriously weaken the Education Department’s ability to ensure that
taxpayer funds are properly used and accounted for. The Administration also opposes the
Committee’s proposed changes which would severely weaken the department’s ability to
oversee guaranty agencies and to protect federal assets under their control.

SENATE VETERANS’ AFFAIRS

GI bill

The Administration is concerned about the Committee’s proposed increase in the GI
bill contribution rate, which would effectively cut the base pay of most first-year enlistees by
3.5 percent. The GI bill is a valuable recruiting tool of the Services; an increase in the
required contribution could have an adverse effect on military recruitment.
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MEDICARE PROPOSALS & GROWTH RATES
(Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02

CBO MEDICARE BASELINE

Gross Spending (Including Premiums)  178.1 199.0 2194 240.1 263.4 288.1 315.2 345.3

Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.6%

Per Capita Growth 8.2% 8.2%

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 2374 260.8 286.5 315.2

Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 9.9% 9.9%

Per Capita Growth B.4% 8.5%
Administration Medicare Proposal (CBO Baseline: Percent Reduction from Administration Baseline)

Gross Spending (Including Premiums)  178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9

Aggregate Growth 9.9% 8.2% 7.9% 7.2% 7.0% 7.3% 7.4% 7.8% 7.7%

Per Capita Growth 6.4% 6.3%

Net Spending (Excluding Premiums) 188.0 175.4 191.8 206.4 2213 237.3 255.1 2748

Aggregate Growth 11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 1.7% 7.9% 7.8%

Per Capita Growth 6.4% 6.4%

Savings -3 -6 -9 -16 -23 -31 -40 -58 -130
Budget Resolution Medicare Proposal (CBO Baseline)

Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274

Aggregate Growth 7.2% 5.8% 5.9% 5.6% 5.8% 6.7% 7.5% 5.8% 6.2%

Per Capita Growth 4.4% 4.9%

Net Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8

Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% 7.6% 5.5% 6.1%

Per Capita Growth 4.1% 4.8%

Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -139 -270
CBO PRIVATE GROWTH RATES

Aggregate Growth 6.6% 7.5% 7.8% 7.5% 7.5% 7.3% 71% 7.6% 7.4%

Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 7.2% 7.1%

The Adminislralion savings were converted to Lhe CBO baseline by (a) converting the savings Irom the Administration baseline inlo a percent reduction from baseline spending; and

(b) multiplying tha! percent reduclion by the CBQO baseline spending.

Medicare spending excludes discretionary spending. Administration eslimates of unduplicated beneficiaries were used for the par capita growth rates.

02-Sep-95

These estimates DO NOT include any adjustment for the Republicans' proposed adw lo the CPI. As a results, net spending is slightly lower than it would be after the adjustment



MEDICAID PROPOSALS & GROWTH RATES
{Dollars in billions, fiscal years)

1995 1996 1997 1998 1999 2000 2001 2002 96-00 96-02
CBO MEDICAID BASELINE
Spending 89.2 99.3 110 122.1 134.8 148.1 162.6 177.8 614.3 954.7
11.3% 10.8% 11.0% 10.4% 9.9% 9.8% 9.3% 10.5% 10.2%
Recipients 36.8 38.4 40.0 41.2 42.4 43.7 44.9 459
4.2% 4.1% 31% 3.0% 3.0% 2.7% 2.4% 3.3% 3.0%
Spending per Recipient 2,422 2,587 2,752 2,964 3,179 3,391 3,625 3,871
6.8% 6.4% 7.7% 7.2% 6.7% 6.9% 6.8% 7.0% 7.0%
Administration Medicaid Proposal (CBO Baseline: Administration Savings Estimates)
Spending 89.2 85.3 106 116.1 127.8 1391 161.6 164.8
6.8% 11.2% 9.5% 10.1% 8.8% 9.0% 8.7% 9.9% 9.6%
Spending per Recipient 2,422 2,483 2,652 2,819 3,014 3,185 3,380 3,588
2.5% 6.8% 6.3% 6.9% 5.7% 6.1% 6.2% 6.4% 6.3%
Savings 4 4 -6 7 -9 -11 -13 -30 -54

Budget Resolution Medicaid Proposal (CBO Baseline)

Spending 89.2 956 102.1 106.2 110.5 1149 119.5 124.3

7.2% 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4. 7% 4.5%
Spending per Recipient 2,422 2,491 2,555 2,579 2,605 2,630 2,664 2,705

2.8% 2.6% 0.9% 1.0% 1.0% 1.3% 1.6% 1.4% 1.4%
Savings -4 -8 -16 -24 -33 43 -54 -85 -182

The Administration savings were converted to the CBO baseline by subtracting the savings based on the Admin. baseline spending from the CBO baseline spending.
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