Clinton Plan:

T gvrog = e A1+ (T e,

Tt — e S Aok s om Lo B £l bost

b e cae C\W.

. Medicare reforms:

Saves $116 billion in CBO-scored Medicare spending. In so doing, constrains
Medicare to about 6 percent per person growth rates -- about 10-15 percent
below CBO's private sector per person growth rates. [Republican plans were
between 23-31 percent below the CBO's current private sector growth rates.]

Achieves savings primarily through reimbursement changes to providers, i.e.,
doctors, hospitals, nursing homes, home health care providers, and medical
equipment suppliers. [E.G., Reducing update payments to hospitals, moving to
a new prospective payment system for nursing homes and home health care
providers, and establishing a single conversion factor to be used for limiting
reimbursement for physician services.] DO WE HAVE TO GO OVER HOME
HEALTH TRANSFER?

Extends the provision requiring the Part B premium to be set at 25 percent of
program costs -- set to decline to increases in inflation in 1998. (This achieves
about $X billion out of your $116 billion of CBO scored Medicare savings.)

Calls for the establishment of a whole host of new private plan options,
including PPOs, provider service networks, and HMOs with a point-of-service
option, but that also assures that these plans compete on cost and quality -- and
not risk selection -- and also require Medigap insurers to allow beneficiaries
who have chosen these plan to come back to their fee-for-service plan without
being underwritten again. (This proposal will hopefully help beneficiaries
avoid the problem of being --or feeling -- locked into a managed care option
that they no longer wish to stay in.)

Includes a hole host of new preventive benefits, including the elimination of all
copayments for mammography services, the coverage of colorectal screening,
the coverage of the cost of preventive injections for such illnesses as
pneumonia and influenza, and the establishment of a diabetes self-management
benefit.

Takes an important first step toward providing for a long-term care benefit by
adding a new respite benefit for families of Medicare beneficiaries who have
Alzheimer's Disease. '



Medicaid reforms:

Eliminates the time-consuming and labor-intensive waiver process for states
wishing to use managed care or home and community-based services as an
alternative for institutional services.

Eliminates and reforms costly payment requirements like the Boren amendment
and the cost-based reimbursement requirements for community health centers.

Empowers states to cover additional people by...

Non-Medicare health reforms:

Successful reform must be achieved on a step-by-step manner though a
bipartisan process. We saw the fruits of our labors this year when we enacted
the Kennedy-Kassebaum bill, the 48 hour rule, and the mental health parity
provision after Senator Dole left the Senate.

We can and should do more:

1.  Workers' Transition Initiative would provide premium assistance for up to
six months for individuals who are in-between jobs. It would help an
estimated 3 million people a year, including 700, 000 children, and is paid for
in my balanced budget.

2. Voluntary Purchasing Coalitions would hopefully make health insurance for
small business more affordable and accessible.

3. Building on K/K and 48-hour rule, we should pass legislation prohibiting
health plans from interfering with communication between health care
professionals and their patients about treatment options. I have also just
announced the upcoming establishment of an advisory panel on consumer
protections and quality.



ECONOMY/BUDGET QUESTIONS

MEDICARE/SOCIAL SECURITY:

1.

Entitlement Reforms. We constantly read that all entitlements are out of control
and that we can’t really balance the budget unless entitlements are addressed. What
are you going to do to reform entitlements?

Social Security. This election seems mostly about who can brag about how much
they are going to spend on older Americans. Most people my age assume that Social
Security is not going to be there when we retire. What are going to do and wouldn’t
it be more fair just to let us have the money to invest in IRAs?

Social Security COLAs. (TO THE PRESIDENT) A lot of people say that
inflation is exaggerated and that we could have more money around if we cut the
inflation rate. Are you willing to do this and use the money for deficit reduction or
education? Can you explain your willingness in Money Magazine to cut COLAs?

Managed Care. Everyone I know have had problems with managed care. Yet, it
seems that the only thing that the two of you agree on is moving more and more
people -- particularly Medicare recipients to managed care. How can you support
expansion of managed care PEsr-when it is a program that gives doctors and
hospitals an incentive to cut quality to maximize profits?

Medicare. (TO THE PRESIDENT) We’re sick and tired of you trying to scare
people on Medicare. You and Mrs. Clinton said that you could cut Medicare without
hurting anyone. Now when the Republicans do exactly the same thing you say it is
the worst thing in the world.

TO DOLE: What did you mean when you said you were proud of your vote
against Medicare?

DEFICIT/BUDGET:

6.

e/ peefis ey

National Debt: While you say that the deficit is going down, the debt has gone up
over $1 trillion under you and is likely to go up another $1 trillion. Some say that
our children will have to pay 82% tax rates to get rid of this debt. What are you
going to do to get rid of this debt?

Specifics on Spending Cuts: Both of you seem to announce new proposals every
day on how you are going to spend our money. Yet, you don’t seem to ever tell us
the specifics. Tell us now Mr. President some programs you are going to eliminate
entirely and programs you specifically are going to eliminate and what you are going

specifically cut to pay for your new proposals?
//J\\
.

ol V\H,(&vt - \)
\,.H ot Yo~ cttg T >




HEALTH CARE:

8.

Health Care Coverage. (TO THE PRESIDENT) You were right/wrong to try to
do universal coverage. Health care costs continue to rise out of control. Will you
do it again? I’m really sorry that you seem so intent on backing off on that goal. I
am hoping a Democratic Congress might help you return to passing one.

Health Care Coverage: (TO DOLE) You have criticized the President for his
health care plan but what is your plan for health care?
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ECONOMY:

10.

11.

Downsizing. (TO THE PRESIDENT) You say the economy is good, but
companies are downsizing. | work for defense contractor that has laid off 4,000
workers in the last five years. Tell me what you are going to do for those of us who
are the victims of downsizing, because none of these make-believe tax cuts are
going to help me if I don’t get a new job?

New Jobs Are Not Good Jobs. (TO THE PRESIDENT) You keep talking about
10 million jobs. My wife and I are probably two of the jobs you are counting but I
can assure you we don’t think we are better off. I was making $22 an hour with
Boeing; now I have an new job making $12.50 an hour and my wife works $7 an
hour for 20 hours a week. We are working harder and earning less, so I want to
know what you say to families like ours.

TO DOLE: I'm doing much better. I’ve gone from making $12.50 an hour
to $22 an hour. Why do you say the economy is so bad. We’re doing much
better in California than we were under Bush.

TRAINING/TRANSITIONS:

12.

everyone can go to coll¢ of us, however, are already in the workforce. I lost
my job 14 months ago. V an either of you do or propose that is actually going

Policies for Job Losers:We\hear a lot about college from both of you. Not
to help someone like me get a good job again?

SMALL BUSINESS/MINIMUM WAGE:

13.

V

Small Business -- Burdens on minimum wage. (TO THE PRESIDENT) I own a
small hardware store -- and I have to keep costs very low in order to compete
against some of the large chains. One of the ways I do it is to hire about 30
teenagers to work after school and on weekends. Now, because of this minimum
wage law, you have raised my costs about $40,000 -- taking away almost all of the
profit I made_last year. Now | am thinking about closing down one of my stores.
How does that make people better off?



10/09/986 17:47 202 401 7321 HHS ASPE/HP

@o02/004

Copyright 1995 by The Center On Budget and Policy Priorities. Readers may redistribute this article to other
individuals for noncommercial use, provided that the text, all html codes, and this notice remain intact and
unaltered in any way, This article may not be resold, reprinted, or redistributed for compensation of any
kind without prior written permission from the author. If you have any questions about permissions, please
contact The Electronic Policy Network, P.O. Box 383080, Cambridge, MA 02238, query@epn.org, or by
phone at (617) 547- 2950.

Preferred Citation: " The Proposed Medicaid Block Grant Does Not Guarantee Basic Health Care Coverage
to Anyone," (Washington: The Center On Budget and Policy PI'IOl'ltleS, 1995 T

{http://epn,org/cbpp/cbhcov. html]).

THE PROPOSED MEDICAID BLOCK GRANT DOES NOT
GUARANTEE BASIC HEALTH CARE COVERAGE TO ANYONE

Revised November 21, 1995 _ ¥

The reconciliation conference report requires states to cover low-income pregnant women, children under age 13
and the disabled under their Medicaid block grant. Contrary to popiilar impression and various media accounts,
however, these requirements do not assure these Medicaid beneficiaries even a basic level of health care
coverage.[1] According to CBO, "because of the flexible definition of medical assistance in the bill and the fact that
states would be able to establish their own definitions of disability, the actual effects of (these) apparent mandates,
could be minimal."(2]

Pregnant Women and Poor Children

While states would have to "cover" poor pregnant women and children under age 13, states would not be required
to provide these beneficiaries with any particular level of medical assistance other than immunizations for children.
This provision thus is largely cosmetic. Essentially, it directs statcs:

1. 1o provide poor pregnant women with some level of medxcal coverage, with the level bemg left entirely to the
discretion of the state; and
2. to provide poor children under age 13 with immunizations.

Any additional service to poor children is purely optional, as is any particular service for poor pregnant women.
These individuals would not be entitled to Medicaid coverage as it exists today or to "health care coverage” as most
Americans think of it. Moreover, poor children age 13 and older — and low-income children of any age with family
income just slightly above the poverty line — need not be covered at all.

Disabled Individuals

The provision concerning disabled people is even more limited. While states would be required to cover disabled
persons, states would decide who would be considered disabled. The Senate version of this provision had required
states to define as disabled those persons who receive federal Supplemental Security Income benefits based on their
disability, but this provision was dropped in conference. States would be free to narrow the definition of disability



10/08/96 17:48 T202 401 7321 HHS ASPE/HP

as much as they wished. '@003/004
Furthermore, like the provision relating to pregnant women and children, the provision relating to the disabled
allows states to determine the health care services to be covered. A state could meet this requirement by providing
extremely stepped-down coverage to a relatively small group of beneficiaries that it defined as disabled. Thus, this
provision, 100, has little effect and is largely cosmetic. For example, a state could more than satisfy this provision if
it limited coverage of disabled people to those residing in state lnStltuthIlS or if it extended coverage to a broader
group of disabled people but covered only catastrophic care.

_ i ,
Fiscal Pressures Will Make it Likely That Even Protected Beneficiaries Will Lose Coverage
for Some Services under the Block Grant |

The lack of even basic coverage guarantees for these vulnerable groups is significant when viewed in the context of
the reduced resources that states will have for Medicaid. The Medicaid block would reduce federal Medicaid
payments to states by $163 billion over seven years. Reductions in stare funding the bill allows could lead 6 total
federal and state funding reductions of a much larger amount, with the total reduction potentially climbing as high
as $420 billion over seven years.{3]

Moreover, in a block grant system, the federal govemment no longer shares any of the increases in costs that may
occur if a recession increases the number of uninsured poor, the number of uninsured grows for other reasons, or the
cost of covering chronically ill or severely disabled people rises more rapidly than expected. If states are unwilling
or unable to assume costs that exceed their block grant funds, the ﬂex1b1hty granted to states under the block grant
would allow them to take any number of steps to limit spending.

The issue is not whether states want to leave large numbers of people without health care coverage. The question is
whether, under a block grant with dramatically reduced and capped federal spending, states would have much
choice other than to reduce coverage, particularly in recessionary or inflationary times. States could end all
coverage for certain groups of disabled people or sharply reduce the benefits provided to various other groups of
individuals, including poor pregnant women and young children, without violating the "guarantees" included in the
conference report.

NOTES

1. The bill also includes "set-aside" provisions that require states to spend a portion of their Medicaid block grant
funds on each of four beneficiary groups — elderly people, disabled people, families with childrep and pregnant
women, and low-income Medicare beneficiaries. These sct-asides, however, are quite Jow because in general they
are set at 85 percent of past spending on mandated services provided to mandated beneficiaries. Such spending
accounts for less than half of all Medicaid spending. Thus, the sct-aside percentages are far below the percentages
that states currently spend on each of the designated beneficiary groups. In any event, a state can ignore these
set-aside requirements beginning in fiscal year 1998 as long as thé state certifies that it can meet the needs of the
designated groups with less dollars. That certification is not subject to challenge.

(return to text]

2. Congressional Budget Office Cost Estimate of Title VII, Subtitle B — Medicaid reconciliation recommendations
of the Senate Committee on Finance, October 20, 1995. The Senate Finance provisions are virtually identical with
the final provisions adopted in conference. The lack of any enforceable federal right 10 Medicaid coverage also
confirms that the bill provides no assurance of health care coverage to even the most vulnerable Medicaid
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beneficiaries.
[return to text]

3. See, Center on Budget and Policy Priorities, How Deep Are the Federal, State, and Total Medtcatd Fundmg
Cuts?, November 21, 1995. . :
[retu.m 10 text]

1 Go to Idea Central's Welfare and Families Page

...or to the Center on Budget and Policy Pricrities home page.



The history of Republican attempts to eliminate financial protections for
Medicaid patients’ families

1. Smeal(Eamily Impgvgrishmgnt and Imposition of Liens

In the context of individual entitlement for nursing home care, current law
(Section 1924 (pg. 1242)) establishes rules that States must use in determining how
much of a couple’s income and assets must be protected for the maintenance of the
community spouse (the remainder may be applied to the cost of nursing home care
for the Medicaid-eligible institutionalized spouse, thereby lowering the payment
that the State must make to the nursing home. Beneficiaries and spouses may bring
actions against a state in Federal court to enforce compliance. (Spouses remaining
in the community may keep about $1,200 per month in income and about $15,000 in
savings to maintain his or her independence).

Section 1917 (pg. 1186} prohibits States from placing a lien on a nursing home
resident’s home or family farm if a spouse, dependent or disabled child lives in the
home.

- Since 1965, Medicaid (Section 1902(a)(17)) has prohibited States from making
adult children financially responsible for the cost of nursing home or other long-
term care covered by Medicaid for their parent or parents. Twenty nine states have
laws on the books which hold adult children financially liable and would prevail if
these federal protections are repealed.

a) Senate Finance Committee Mark - repealed Title XIX (Medicaid) and did not
maintain any of the protections against spousal impoverishment, family
impoverishment, or the imposition of liens. On September 28, 1996, Senator
Conrad introduced an amendment to retain current law protections against
impoverishment for spouses of nursing home residents who remain in the
community. The amendment passed by voice vote. On the same day, Senators
Baucus and Chafee introduced an amendment prohibiting states from
imposing liens against a home of moderate value or family farm, as a condition
of the spouse of the individual receiving nursing home care or other long-term
care benefits. It was accepted without objection.

b) Commer ittee Mark - (September 22, 1995) Repealed rules that States
must use in determining how much of a couple's income and assets must be
-protected for the maintenance of the community spouse; repealed current law
prohibition against financial responsibility requirements for adult childrery
repealed current law protections against liens; and barred Federal court actions
by beneficiaries, applicants, or adult children to enforce their rights against
States. Required only that States receiving block grant funds provide a
“description” of the eligibility standards they use "to prevent the
impoverishment of the community spouse.”

Mr. Markey's amendment to maintain current law provisions relating to
spousal impoverishment failed on a party-line vote, 18-23. Mr. Klink's
amendment to maintain current law provisions with respect to adult children
failed on a party-line vote of 17-23.



c) House-passed bill - Repealed individual entitlement to nursing home care.
Repealed  current law protections against placing a lien against the home of a
nursing home resident, even if the home was occupied by a spouse of
dependent child. Repealed protections against requiring adult children to pay
for cost of parent’s care, unless the child had income below the median for the
state. Restored spousal impoverishment protections, but no right of action by
individual in Federal courts  to enforce protections. Moreover, spousal
impoverishment provisions were rendered meaningless by repeal of provisions
preventing nursing homes from charging families amounts in addition to
Medicaid payments. On October 26, 1995, the House passed the bill 227-203.

d) Senate-passed bill - Restored some current law protections against spousal
impoverishment (sec 2116, pg. 516235), but did not include protections against
holding families financially liable for the cost of nursing facility and other long-
term care services for the child's parent. The bill included the limited provision
prohibiting states from imposing liens against a home of moderate value or
family farm (Section 2135(g)(2) pg. S16244). On October 28, 1995, the Senate
passed the bill 52-47. Senator Dole voted in faver of the bill.

e) Final ence agr - Repealed individual entitlement to nursing
home care. . Repealed protection against requiring an adult child with a family
income above the median income (as defined by the state) to contribute to the
cost of covered nursing facility services and other long-term-care services (Sec.
2115(f)). Section 2135 (g) of the final bill expressly allowed States to "stake such
actions as it considers appropriate to adjust or recover from the individual or
the individual's estate any amounts paid as medical assistance to or on behalf
of the individual under the MediGrant plan, including through the imposition
of liens against the property or estate of the individual." Thus, there were no
protections against the imposition of liens on nursing home residents' homes,
even when a spouse or dependent child is living in the home. '

Included current law protections against spousal impoverishment (Sec. 2115),
but rendered them meaningless by repeal of provisions preventing nursing
homes from charging families amounts in addition to Medicaid payments._

On November 17, 1996, the Senate passed the conference agreement 54-45.
Senator Dole voted in favor of final passage. On December 6, 1995, President
Clinton vetoed the bill.

Source: Minority Staff of the Senate Committee on Labor & Human
Resources, October, 1996



The history of Republican attempts to eliminate nursing home quality standards

1. Nursing Home Quality Stand

Current Law: Section 1919 (pg. 1194) sets forth detailed Federal quality requirements
for nursing facilities participating in Medicaid, as well as detailed provisions for
monitoring and enforcement of compliance with those requirements by the State
and Federal governuments. In addition, current law allows individual beneficiaries
(or family members) to bring suit against States in Federal court to enforce their
rights under these requirements.

a) Senate Finance Committee Mark - Repealed current law quality requirements

for nursing facilities as well as current law monitoring and enforcement
provisions. The Mark left nursing home quality standards up to the states with
no Federal enforcement. On September 29, 1995, Senator Pryor introduced an
amendment to retain current law Federal nursing home quality standards and
Federal enforcement; it failed on a 10/10 tie vote. Senator Dole voted against
the amendment.

A second Pryor amendment to require HCFA approval of state nursing home
standards -was also defeated by a 10/10 tie vote and once again, Senator Dole

voted against the amendment.
b) ﬁogs_e_(“_gmmgmg&mumm (reported 9/22/95) - Also repealed current

law quality requirements for nursing facilities as well as current law
monitoring and enforcement provisions. States receiving block grant funds
establish their own standards for nursing homes and their own program for
certifying compliance with those standards. Expressly bars beneficiaries and
family members or providers from enforcing their rights against a State in
Federal court.

Mr. Waxman introduced an amendment to retain current law requirements for
nursing homes, as well as current law monitoring and enforcement provisions.
It was defeated on a party-line vote, 17-26.

c) Senate Floor - On October 26, 1995, Senators Pryor and Cohen introduced a floor
amendment to provide for continuation of current law nursing home uality
requirements. The amendment passed 51 to 48. Senator Dole voted against it.

Subsequently, the Republicans undermined the Pryor/Cohen amendment with
the Roth "omnibus” amendment which included Section 2137 allowing States
to receive a waiver from the federal government standards if it had its own
equivalent or stricter standards--but without federal enforcement of these
standards. The Roth amendment passed 57-42. Senator Dole voted in favor of
the amendment.



d) House Floor - On 11/17/95, the bill passed the House and included similar
provisions to those reported by the Commerce Comunmittee (Section 2137); no
amendments were offered. _

e) Senate Floor Motion to Instruct - On November 13, 1995, Senator Pryor
introduced an amendment instructing the managers to insist upon
maintaining Federal nursing home reform quality provisions of current law
and to provide for Federal quality standards and mechanisms for enforcement
of such standards. It passed 95 to 1. Senator Dole voted in_favor of the Motion.

f)  Einal Conference Bill - Section 2137 ignored the motion to instruct and
substantially weakened the federal nursing home quality standards by
eliminating major standards and weakening enforcement. Specifically, the bill:
1) barred beneficiaries, family members and providers from enforcing their
rights against a State in Federal court.

2) revoked an individual's guarantee to services;

3) repealed the Secretary’s authority to ensure quality and undermines
enforcement authority; _

4) loosened quality of care requirements on facilities at the risk of residents;
5) weakened nursing home survey and certification requirements; and

6) diluted current State and Federal enforcement tools to ensure quality.

7) altered the nursing aide training provisions by creating more exemptions
from the minimum requirements.

On November 17, 1996, .the Senate passe~d the conference agreemenf 54-45.

Senator Dole voted in favor of final passage. On December 6, 1995, President
Clinton vetoed the bill.

Source: Minority Staff of the Senate Committee on Labor and Human Resources --
October, 1996
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Philosophies Clash and Dollars Don’t Add Up
On White House, Republican Medicare Plans

By CHRISTOPHER GEORGES
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON—The White House and
Republican Medicare plans are nearly $130
billion apart, but the policy difference
seems even greater: The GOP plan would
ultimately protect taxpayers while the
White House would preserve health-care
benefits for the elderly.

“There's a huge difference In phlloso-
phy,” says Marllyn Moon, a health-care
expert at the Urban Institute apd a public
trustee of {be Medicare Trust Fund. ‘'For

things being equal, beneliciaries should
prefer the president’s plan, while tax-
payers should prefer the Republican's
plan,” says Robert Reischauer, former
director of the Congressional Budget Ol
fice, now at the Brooklngs Institution.
The conflict underscores generatlonal
tension Implicit In the budget debate. But it
also highllghts the tricky balancing act
that politiclans on both sides are trying
to pull of[: Medicare beneliciaries are also
taxpayers, and polls show (hat most
Americans in all age groups favor reduced

he two sides will have to choose between the
GOP’s ensured savings and Democrats’

ensured benefits.

Democrats, taxpayers bear the risk; for
Republicans, beneficiaries do.”

With both sides agreeing to move [or-
ward this week In thelr budget negotia-
tlons, Medicare looms as the most difficult
Issue separaling them.

On the surface, the two plans appear
similar. Both would cut huge amounts from
projected payments to hospitals and doc-
tors while trying to enroll more of the
elderly in private health-care plans. The
biggest clear disparity concerns the
amount each hopes to save over the next
seven years — $226 blilion for Republicans
{though they've now offered to shrink tha(
td abt . $200 blilion), compared with $97
billlon for the White House. A coalition of
conservative House Democrats also has

ut forth a plan that would save about $152
- billion, while nearly matching the Clinton
plan's structure.

{ tional Tenslon

But even I there's agreement on a
dollar amount — the "“aly {irst step in any
serl  talks — th ‘des will have to
chc  between thy ensured savings
and Democrats’ ens... .« beneflts. “*Other

government spending. Yetl younger tax-
payers, who bear the burden of Medicare,
have a stake in keeping the program
healthy for thelr retirement.

Though both sides claim commitment
to a balanced budget, the key Republi-
can priority 1s protecting taxpayers from
the costs of social programs. They want lo
Impose spending caps on programs such as
Medicare and Medicald. '

Democrats also would cut program
spending. But if more money Is needed for
beneficlartes, they would require tax-
payers to provide It. **The major difference
is that Republicans wrote down a budget,
and Clinton sald the budget Is whatever |t
turns out (o be,"” says Uwe Relnhardt, a
Princeton University economist.

Comparison Shopping

How the differences would play out:
The Republican plan Includes a hard

Eelllng on how much can be spent on

Medlcare—about $1.6 trillion over the next
seven years. Thus il a Medicare benefl-
clary enrolls In a health-maintenance
organlzation, the government would pay
the HMO, on average, about $5,000 next
year. Each year that payment would in-

crease by a sel amount—about 5.8%— even
If the HMO operating costs rose, say, 10%
for the same level of services. (Medicare
spending has risen nearly 10% annually In
recent times, but some experts predict this
rate will slow in coming years.)

I HMO costs for providing a given level
ol services rise more than the 5.8%, a
private health-care plan, under the GOP
proposal, could charge elderly members
higher premiums. It alse could try (o save
money by becoming mgre efficient or by
skimping on services. . .

More importantly,” the one solution
ruled out by the GOP Is giving private plans
more money to cover higher costs. “If the
growth rate Is highey, than anticipated,
Republicans are saying, ‘lots of luck,' "
says Ms. Moon. A

GOP ‘Global Budgef '

HMO plans and migrale back to traditlonal
{ee-for-service Medicare. But Republicans
also would apply & cap to these services. If
health-care costs rose faster than the GOP
budget allots, doctors, hospitals and other
providers would have to absorb the losses.
That, In turn, could come back to bite the
beneliciaries. If doglors, for example,
see their Medicare payments cut deeply,
they might stop seeing Medlcare patients,
explains Robert Doherty of the American
Society of Internal Medicine, which repre-
senls physicians.

“The rate of reductions Is too steep
under the Republican plan,” he says.

Medicare Differences

Some of the key differences between the
Republican and Clinton Medicare plans

B GOP plan would save $226 biliion
over seven years; Clinton plam, $97
billion. )

W GOP plan would, overall, reimburse
doclors, hospitals and other
providers less than the Clinton Plan.

B GOP plan includes faster increase in
Part B (doctor’s services) premlums.

B GOP plan would set a specific dollar
- limit on the amount Medicare could
spend annually. Clinton plan seeks
. to slow the growth of spending, but
“ has no surefire mechanism to

')hnsuu savings.

Of course, benéficldries could opt om

Republicans defend thelr ‘‘global
budget” by saying current and future
taxauyeu won't be burdened if health-care
costs continue (o Increase at current rates.
Yot must cap spending now if you care
aboyt the next generation,” says Stuart
Butler of the conservative Herltage Foun-
dation. “‘President Clinton Is saying, ‘We'll
pay for whatever you need,’ but he's also
saying, ‘'We don’t care about your children
and grandchlldren.’ .

The administration’s approach con-
tains no cap. Instead, White House offl-
clals looked at projected costs of providing
he;:a care and scaled back expecled
paymgnis by $97 blllion. For example, If a
doctor 18 now scheduled (o receive $100 In
1997 for a certain procedure under Medi-
care, the physician might recelve, say, $95
under the new plan.
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HEADLINE: BATTLE OVER THE BUDGET: MEDICAL CARE; _
In G.O.P. Plan, Some See a Widening Gap Between Sick and Healthy

'BYLINE: By MARTIN GOTTLIEB

BODY :

Along with reinventing the way medical care is provided to the elderly and
poor, the Medicare and Medicaid legislation agreed to by House and Senate
negotiators would profoundly change the nation's health insurance system,
allowing companies to vastly increase the marketing of an encyclopedic array ¢
policies to the nation's sickest people.

Republicans and other proponents hail the changes as fostering competition
creating greater personal choice and containing costs. But many critics,
including consumer advocates and Democrats, fear that the changes would push
healthy and sick into different forms of coverage, which would tear at an

underpinning of insurance: that the healthy subsidize the less healthy in pla
to which they all belong.

The agreement was reached on Thursday by negotiators for the Republican
ajorities in the House and Senate, after the two chambers passed differing
ersions of legislation that would slash $435 billion in anticipated growth ir

seven years from Medicare, the health care program for the elderly, and
Medicaid, which covers many poor people, the disabled and residents of nursinc

homes. The revised legislation is expected to be voted upon by both houses
shortly. . :

Under the Medicare provision, 37 million elderly Americans would be allowe’
to leave the traditional Medicare program and use money from that program to
sign up for managed care plans; plans of various sorts run by doctors; plans
offered by unions and associations; traditional plans where members pay for e:
service they receive, or medical savings accounts, a favorite of Speaker Newt
Gingrich and the Republican leadership.

They could also more easily buy "dread disease" policies, which insure

against specific illnesses like cancer, but which have been strongly criticiz
by consumer groups.

To Republicans, opening this marketplace of options would hold down health
care costs by making the elderly more responsible for their medical choices.
"What comes out of all of this is a more innovative way to deliver more healt
care to more people at lower costs," said Representative Thomas J. Bliley Jr.
the Virginia Republican who heads the House Commerce Committee.

But critics worry that healthier Medicare recipients would join private
lans, which would court them actively, leaving most of the sickest people
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isolated in the Government-run program. This, they say, could threaten the
viability of the traditional program over time by causing escalating deficits.
One result, they say, would be lower payments to doctors and hospitals that
-nuld lead them to leave the program.
The critics also contend that cuts in anticipated growth in Medicaid would
égad states to curtail their rolls, creating what some social scientists predic
uld be millions more uninsured.

Republicans strongly dispute this, maintaining no one would lose insurance.

Henry Aaron of the Brookings Institution, a Washington research center, was
not as hopeful.

"Insurance companies and public programs will become leaner and quite
literally meaner," Mr. Aaron said, "not because they're run by mean people, but
because competitive pressures will force them to be so."

President Clinton has vowed to veto the final legislation. In an interview
before the negotiators reached their agreement, Mr. Clinton's special assistant
for health care, Chris Jennings, said the President had "grave concerns" about
medical savings accounts and the prospect of "millions more uninsured" as a
result of changes in Medicaid.

Encouraging a Shift To Private Plans

_ (A )

A hallmark of the |Medicare legislation is the encouragement of private heal:

plans, which now cover 10 percent of the program's recipients, grouped in a fe:
regions.

Under the legislation, the elderly would be able to take an annual credit,
average more than $4,500, and use it to buy coverage. If the beneficiary signe
with a managed care plan, the money would probably cover an annual payment for

services at least equal to those under current Medicare, but access to doctors
would probably be limited.

The Government would provide selection advice to recipients, monitor the
plans' marketing and administer enrocllment.

Larry Mayewski, an analyst with A. M. Best & Company, an insurance rating
agency, estimated conservatively that 30 percent of Medicare recipients, or mc
than 10 million people, would enroll ‘in the plans. Others predict more than
twice the interest. Plans would likely try to entice consumers by offering mor
benefits than Medicare, like prescription drugs and eyeglasses, that would

ocbviate the need for the supplemental policies that 70 percent of the program!'
recipients now buy.

But many experts fear a balkanization of healthy and sick.

A 1993 study of Medicare recipients who had joined health maintenance
-ganizations found that healthier people disproportionately were attracted tc
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the plans, causing the Government to lose rather than save money. Indeed,

critics say, plans often target the healthy by offering items like credit for
exercise classes.

While the managed-care industry disputed the findings of the 1993 study,
.andall S. Brown, of Mathematica Policy Research Inc., who headed the effort,
said he believed that sicker recipients stayed in the conventional program to

insure that they could keep their own doctors, which is often impossible in
managed care plans.

"If you're an 80-year-old person and you suffered a heart attack three year
ago and a doctor saved your life, you're not going to give up that doctor for
$50 a month," Mr. Brown said.

The ability of private associations to organize coverage for their members
a particular concern to many who are critical of the privatization, because,
they say, groups representing the more affluent, who are generally healthier,
could negotiate for better coverage. This would cause their members to leave t
general pool even more quickly.

Uwe Reinhardt, a health care economist at Princeton University, also said
that cost figures almost compelled private plans to seek out the healthy.

In 1993, when the average Medicare expenditure per person was $4,030, the
average for the healthiest 90 percent of recipients was only $1,430; the avera
for the sickest 10 percent was $28,000.

Gail Wilensky, who ran Medicare during the Bush Administration, said, "This
is probably the single most serious technical problem we have to deal with, bu
he answer isn't to say, 'My God, we can't have choice.' "

Rather, Ms. Wilensky said, the Government should calibrate more finely
payments for the elderly that reflect their health status. If healthier people
sign with private plans, she said, they should take reduced sums with them,

while sicker people should be credited with a total that reflects their cost ¢
care.

Many professionals say that such analyses, while being explored, are
extremely difficult to execute well.

Individual Approach To Containing Costs

-

- If some experts worry that managed care plans would skim healthy recipient
from the conventional Medicare program, many of the large plans are concerned
that the healthy would be skimmed from them by medical savings accounts.

These accounts have been championed by the Golden Rule Insurance Company o
Indiana, whose political action committee contributed $621,775 to the Republi.
and Democratic National Committees since 1991, according to the public intere
group Common Cause. All but $46,000 went to Republicans.
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Since 1985, the committee has given $309,526 to Congressional candidates,
including Mr. Gingrich. In addition, Golden Rule was the sponsor of a televisi
show presided over by Mr. Gingrich, and company officials gave $35,000 this ye
ro Gopac, the political committee Mr. Gingrich headed until last May.

The Speaker praised the savings account idea in his recent book.

Under the legislation, Medicare recipients could buy a high deductible plan
contributed to by Medicare, as long as they opened a medical savings account
that the program could help fund with money left over after the insurance
premium was covered. Interest on account balances would be tax free and
surpluses could be rolled over each year. -—

Account money could be spent on anything, but nonmedical expenses would be
subject to income taxes.

To proponents, the concept would work wonders at containing costs, because
the elderly would have incentives not to seek unneeded care -- and would also
have the security of catastrophic coverage.

"What medical savings accounts do is give seniors more control over their
health care dollars," said Merrill Matthews Jr., health policy director of the
National Center for Policy Analysis, a Dallas research group that has champior.
the idea and that also receives contributions from Golden Rule. "It gives ther
the ability to benefit financially from being a prudent health care shopper."

A study commissioned by the center, which included assumptions that its
author wrote involved "significant uncertainty," predicted that the savings
accounts would result in Medicare savings of $134 billion to $195 billion over

*wen years. But the Congressional Budget Office estimated that the bill woulc
)st taxpayers $4 billion in that time.

Although Mr. Matthews said the accounts would be popular with sick and
healthy alike, the budget office estimated that only 2 percent of Medicare

beneficiaries would be interested and that they would likely be among the
healthiest.

E. Richard Brown, head of the American Public Health Association, which
represents public health professionals, said that in addition to siphoning the
healthy and putting the traditional Medicare program at risk, the account
concept "creates all the wrong incentives, incentives for people not to get
preventive care" by allowing them to keep money they do not use.

The bill would also broaden the range of policies that could legally be so:
to the elderly. And, in the eyes of critics, it would weaken a requirement the
other policies include cautiocnary statements that they could duplicate coverac
-under Medicare or other plans. :

Gail Shearer of Consumers Union, an advocacy group, said this provision wor
open up the sale of hospital indemnity and dread-disease policies to older
people. Because these policies are more profitable to insurers than other typ:«
of insurance, Consumers Union has called them the worst buy in the market. St:
insurance commissioners have also criticized these policies.
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Trom the mid-70's to the late 80's, scandals erupted in many states when

older people, pressured by fear-mongering sales tactics, bought stacks of these
policies, which often proved worthless.

Proponents of these policies argue that many plans have provided extra money
.r co-payments, deductibles and compensation for lost income. The excesses,
they say, were caused by a few bad apples, and, they maintain, Congress never

intended to simply outlaw the policies when it enacted safeguards five years
ago.

Aflac, a Columbus, Ga., 1lnsurance company whose political action committee
has contributed at least $1.76 million to candidates since 1987, is the

country's largest cancer insurance carrier and has lobbied to relax restriction
on these policies.

Some See Millions Becoming Uninsured

In the Medicaid proposals, the $170 billion cut in projected spending over
seven years has led many experts to fear that millions would become uninsured.
The Urban Institute, a Washington research organization, estimated that more
than eight million people who would have been covered by Medicaid in 2002 woulc

likely be without insurance because hard-pressed states would be forced to keer
them from the rolls. :

In a recent paper for the Robert Wood Johnson Foundation, Kenneth E. Thorpe,
" Tulane University, estimated that the number of people with no health
surance could rise from today's roughly 40 million to as many as 66 million i

2002, when changes in Medicaid are combined with the rising number of employees
who do not receive coverage through work.

Congressional Republicans headedly dispute these findings.

"Nobody wants to increase the number of uninsured people -- that would be
crazy, " said Mike Collins, spokesman for the House Commerce Committee. "We
believe the basic premise of these studies is flawed and states, by utilizing
managed care options, will be able to deliver a lot more bang for the buck."

John Holihan, an author of the Urban Institute study, said the use of manage
care had figured in the study's computations.

"What we're getting more and more from people, " Mr. Holihan said, "is that
our assumptions are optimistic."
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U.5. DEPARTMENT OF HEALTH AND HUMAN SERVICES

FOR IMMEDIATE RELEASE Contact: HHS Press Office
(203) 690=6343

REFORM JEO
HOUBE AND SENATR PLANS THREATEN BIPARTISAN PATIENT PROTECTIONB

overvigw: At tha and of Beptember, Houss and Benate
committees votea to replace the state/federal Modicaid
partneraship with a new system of block grants. These naw
grants vould eliminata fadaral requirements for decent care
and akelish the guarantee to provide financial halp to oclder
Americans with nursing heme bills they cannot afford.
Ao theoo standards ars threatened, we should take care to
remembor the abuses that made them necessary, acknowledge
the interim successes, and idantify the further work to be
dene in this orueial area of public health.

c ou

Nurasing home standards were developaed on a bipartisan basis under
FPresident Reagan and were implemented throughout the Reagan, Bush and
Clinton administrations. 8ince 1886, both parties have agraeed on the
nesd to protect nursing home raesidents from neglect and abuse through
tha development of & more flexible enforecement system, working
particularly with the nursing homes themselves.

. In 1286, the Institute of Medicine (IoM) published a study
of the regulaticn of nursing homes, aentitled "Improving the
Quality of care in Nursing Homes." In addition to
documenting many problems in nursing homee, the study found
that many facillties were "gaming" the enforcament system by
coming into guality compliance only briefly when threatened
with a shutdown but not sustaining any commitmant to long-
term compliance. The study recommended that HCFA implement
a range of intermediate remedies to deter vieclations.

. The IoM report culminated in the passage of raform
leglislation in the Omnibus Budget Recenciliation Act of
1987. In signing the reconciliation act, President Ronald
Reagan endorsed a hbipartisan agreement of
comprehensive reform, including regquirements for:

-moxe-—
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a residents' "bill of rights;"

--  requlrements for standardized individual resident
absessments and plans of care;

-- nurse aide training and competency requirements,
including a registry of nurse aides found to have
abused residents;

-- detalled survey, certification and enforcement

raequirements designed to encourage provider

compliance.

. Oon July 1, 1995, HHS implemented the last major phaae of the
nursing home reform. New enforcement regqulations took
effect to assure that the agreed-upon standards were being
met. These enforcement rules provide a variety of remedias
that can be applied for deficliencies of varying scope and
saverity. For the first time, federal and state enforcement
agencies are able to choose the remedy that beat suits the
geriousness of the situation, The new rules are meant to
ensure continuous internal quality control and improvement
by the nursing homes themselves.

G_HO (8)
Nursing home practices have already improved as a result of reform.

-- Since the nursing home law went into effect, the number
of drugged or restrained residents has been reduced. A
study by the Research Triangle Institute indicates that,
bhatween 1988 and 1992, there has been an almost 50 percent
reduction in the use of physical restraints, Estimates in
tha reductions of antipsychotic drug use range from
dacreases of 19 percent to decreases of 59 percent.

-~ Independent research has shown a 25 percent decrease in
hoepitalizatian rates and improved functional outcomes from
1990 to 1993, attributable to nursing home reforms.

ENFORCEMENT

Most faclilities mre able to comply with existing federal requirements.
Tewor than 10 percent of tha nursing homes surveyed will be sanctioned
for vielations. Howevaer, soma sarious problems uncoverad during
enforcenent gpotlight the neaed for continued fedaral requirements in
this area. Examples of subatandard practices inelude:

-- In a Maryland facility, a resident died due to
strangulation from a restraint because the resident waa not
properly supervized while wearing the restraint.

-more-«
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-= A reaident in an Florida facility was sexually assaultea
by a nurse's aide and was found bruised and bleeding by a
nurse assistant. The =ame perpetrator had attempted an
assault on another resident.

-- A resident in an Indiana facility was found to have
maggoets and larvae in a foot wound and had to be
hospitalized. The nursing home staff acknowledged that they
do not “"always have enough staff tc give baths" to the
resldents.

-= A resident in an Indiana facility, who needed respiratory
asgessments every four hours, was left without the
treatments for a seven-hour period and died.

CONGRESSIONAL PROPOSALS

Without these nursing home atandords and the enfarcamant syvatem to
implement them, some facilities would continuwe to provide unacceptable
care to the nation's elderly and disabled. The House and Senate block
grant proposals, as they emergsd from committes, proposal sliminate
assurances of quality care and protection for residenta from abuse and
negleot.

The House and Senate proposals, would:

~= repeal all federal guallty and enforcement etandardg,
eliminating even basic federal reguirements for fire safety
and Infection controi. Resldents could no longer rely aon
uniform standards to protect them from abuse and to
safeguard their right to be treated with dignity. States
would be permitted to allow poor quality care to ovocur
without sanction or penalty.

-- transfer to states new responsibllities with less money
to discharge them. States would be reqguired to develop and
enforce their own new requirements with severely limited
funding. Quallty requxrements would vary from state to
state, and multi-state nursing home chains who find the
variations burdensome could decide to operate homes only in
states with less regulation, thereby reducing access to and
guality of caras.

- te standards the t st ae

aldg_L The training and testing of thesec frontline
caregivers would no longer be a federal regquirement.

-mera-
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As early hospital discharges increase, nursing homes are
being called upon to provide more care in more complex
situations. Residents in these facllities need more, not
less, assurances that aides are adequately trained.

—4—

- inate standards foy regjstries of gualified aides.
These registries track individuals who have completed
approved training as well as those who have abused,
neglected or stolen from residents. These registries are a
great resource to nursing homes and ather health care

providers.
-- potentially increase the cost
i imiting the ac of nurej omes _to _tre
ore co ients. A recent study by the Research

Triangle Institute and others suggest that implementation of
the nursing heme standards has saved money by reaucing the
hospitalization of residents, Preliminary findings show
that between 1990 and 1993, the hospitalization rate of
nureing home residents dropped from 28.4 percent to 19.5
porcent, resulting in estimated Medicare savinge of at least
$2 billion. Eliminating nursing home standards could

reversa this trend and lead to increased costs to the
Mediwcara program.

BURRO Q TAINING CTIONS

¥...the Rapublicans in Congress have propecsad a budget that
will undermine the dignity and independence of ocur senior
citizens...It ends the national commitment that any senior
citizen, regardlees of how much money they have or don't
have, will have accese to quality doctors and good
facilities...tho Rspubliecan plan would eliminate all
national standards for nursing home care...Congress should
Btrip these outrageoue provisions from the budget bill.
They're inconsistent with ocur cvore values, They're not what
America is all about, and they are certainly not necessary
to balance the budget.”

-~ President Bill Clinton, Radio Address to the Nation,
Sept. 30, 1995

"Seven years ago, President Reagan signed a bipartisan law
protecting the rights and the health of psople in nursing
homes...Working together, Democrats and Republicans;
gconsumers and industry; federal and state governments
devised a system of protections for nursing hume residents.
The results have been nothing short of remarkable...

-moxea-—




o MPDI-R DZA0PM FROM OASPA NEWS DIV 10 84562878 POIG/00%

DRAFT

—H-

"so, with these rasults, what do the Republicans in Congress
propose to do? Thay propose te repeal those nursing home
rules -- every last one of them -- and dump this
responsibility back on you [the states]."

-- Hecretary Donna E. Shalala, Speech to Medicaid Directors
Sept. 29, 1995

“Wa've never supported wholesale elimination" of federal
rules...and inevitabklae fighte over cstates'! rules are
“certainly a concern.®

-= Linda Keegan, American Health Care Association
USA Today, Sept. 25, 1988

"Everyone has heard the horror stories about the bad old
days in nursing homes. Why go back to tham?...No credible
evidence exists to justify reversaing course...Senlors are in
nursing homes because of advanced age, mental or physical
disabilities, to recover from hospitalization or because
they have no one to care for them. They are frail and
vulnerable. They deserve all the protection the public ¢an
provide."

== USA Today editorlal
Sept. 27, 1995
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CONFERENCE AGREEMENT: NURSING HOME QUALITY PROVISIONS
The Conference Agreement would gut current law by eliminating major quality standards and

protections for nursing home residents. The bill would significantly diminish the Secretary’s authority
to enforce quality standards. Specifically the bill would:

Maijor Provisions:

Revoke an individual’s guarantee to services —

. Eliminate the requirement that a facility prbvide services to "aftain or maintain the highest
practicable physical, mental, and psychosocial well being of each resident.” A facility would no
longer have to make sure that residents achieve their greatest potential.

. No longer require a facility to deliver social services, pharmaceutical services, activities, and
dental services to “each"” resident. Instead, it would require that these services be provided to
"residents” as a whole while not addressing individuals’ unique needs and preferences.

Eliminate financial protections for beneficiaries—

. Delete all current protections against discrimination in admission. Allow facilities to require
payments from residents or their families as a condition of admission or continued stay.

. Repeal provision requiring the Secretary to define costs which may be charged to the personal
funds of Medicaid beneficiaries and which costs are included in the Medicaid rate.

Repeal the Secretary’s authority to ensure quality —

. Shift the responsibility to "assure that requirements which govern the provision of care in
nursing facilities..and the enforcement of such requirements” from the Secretary to the State.

. Add language permitting States or the Secretary to deem a facility (as having met certification
requirements) accredited by a private accrediting agency.

Undermine the Secretary’s enforcement authority —

. Significantly change the Secretary's role in enforcing standards. Réquire the Secretary to first
notify a State of a deficiency and wait a "reasonable period of time" to allow the State to take
action. The Secretary can only take action against the facility if the State fails to do so.

Abandon critical National resident assessment criteria —

. Eliminate the requirement that the resident assessment instrument be based on & minimum data
set of core elements and common definitions and approved by the Secretary.
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Other provisions in the Conference Agreement:

Revoke residents rights —

. Abolish a resident’s right to refuse transfers that are required by facilities to attain coverage for
residents’ under a different public payment program.

. Exempt facilities from giving 30-day advance notice of transfer or discharge under certain
circumstances.

. Delete current requirement that facilities give information to residents about advance directives.

. Allow a facility to deny visitation to a resident under certain circumstances.

. Require that the facility must provide assurance to the State, instead of to the Secretary as

under current law, of the security of all personal funds of residents deposited with the facility.

. Excuse facilities from notifying residents of their account balances when they are in danger of
exceeding the asset limit for Medicaid eligibility.

Loosen gquality of care requirements on facilities at the risk of residents-

. Eliminate the requirement that facilities with 120 or more beds must have at least one social
worker employed full-time.

. Give States, instead of the Secretary as under current law, the authority to establish
requirements for nurse aide training programs.

. Provide a disincentive to become a nurse aide by deleting the requirement that the State provide
for the reimbursement of training costs (for a nurse gide employed not later than 12 months after
completing training).

. Give States, instead of the Secretary as under current law, the responsibility to set standards for
qualifications of nursing facility administrators.

. Eliminate the Secretary's role in establishing criteria for assessing the administration of facilities,
including: governing body and management; agreements with hospitals regarding transfers of
residents to and from hospitals and other facilities; disaster preparedness; direction of medical
care by a physician; laboratory and radiological services; clinical records; and resident and
advocate participation.
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Weaken nursing home survey and certification requirements —

Eliminate the requirement that States conduct periodic educational programs for the staff and
residents in order to present current survey and certification regulations, procedures and
policies.

Reduce the frequency of standard surveys from "not later than 15 months" to “not later than 24
months". Also requires that, "in the case of a facility which has been subjected to an extended
survey..., a standard survey shall be conducted not later than 12 months after the date of the
preceding extended survey.”

Reduce the frequency of special surveys from "within 2 months" of any change in ownership,
administration, management, or director of nursing, to "within 4 months.”

Retain the Secretary's authority to develop, test and validate the survey protocol, but gives the
State, instead of the Secretary, the authority to establish minimum qualifications for the survey
team. -

Delete the requirement that the Secretary provide for the comprehensive training of State and
Federal surveyors and that surveyors take the training if offered.

Reduce the frequency of validation surveys conducted by the Secretary from "each year" to “at
least every third year.”

Rescind the Secretary's authority to penalize a State with inadequate survey and certification
performance with a reduction in administrative costs.

Limit the Secretary's authority to conduct a survey of a facility to when she has “found
substantial evidence of a pattern of noncompliance....” Eliminates the Secretary's ability to make
"independent and binding" determinations in these cases.

Change the requirement that the State and the Secretary make information concerning all
surveys and certification available to the public from within "14 calender days" to "a reasonable
time.”
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Dilute current State and Federal enforcement tools to ensure quality —

202 69@ B168 P.OS

. Delete current provisions authorizing the imposition of retroactive civil money penalties for the
days in which a facility was not in compliance with requirements.

. Delete the requirement that civil money penalties collected be used to protect the health or
property of residents. .

. Reduce the maximum civil money penalty from $10,000 for each day of noncompliance to
$5,000 for each day of noncompliance.

» Repeal the provision that directs the State to design a system that swiftly imposes remedies and
imposes incrementally more severe fines for repeated or uncorrected deficiencies. Deletes the
States authority to provide other specified remedies, such as directed plans of correction and
prohibition of facility-conducted nurse aide training.

. Replace the provision that States "shall” impose denial of payment for all individuals admitted to
a facility if that facility remains out of compliance for 3 months, with language that States "may"
do so.

. Delete current language providing funding for temporary management and other expenses

associated with implementing remedies to a State.

. Delete the language authorizing States to establish a program to reward, through public
recognition, or both, nursing facilities that provide the highest quality care to Medicaid residents.

. Delete current provisions concerning overlapping Secretarial and State enforcement authority.
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MEMORANDUM
TO: Mary Harahan -
FROM: Catherinc Hawes
SUBJECT: Restraint Reductlon - 50% is prcbably OK to use
-DATE: September 2 29 1995 | < |

1. Use of physical restraints is an item in the MMACS/OSCAR data set that facuhtles
or e and surveyors complete at the annual federal survey in each participating facility. -

2. An estimate of 50% reduction in restraints is probably accurate, using these data,
particularly if the measure 1s taken from 1987, 1988 or even 1990 and compared
T "o use in 1994 or 1995, Lven taking 1990 MMACS data at approximately 38% use
of restraints (for 1990) to 1994 at 20-21%, you see a reduction of about 48%, f

R ' you want us to, we can do runs on the MMACS and OSCAR data to verify the

reports published clsewhere. However, | also checked my lit review and found a
summary on restraint prevalence prior to (and where available, post) OBRA. If you
like | can on Monday bring you a copy of a table, ! think. Anyway, one cite you can
use in the pubh’ched Iit. for 3 reduction of thic magnitude 1S

Robert Kang, Carter Williams, 1. Frankiin Wiillams, and Reosalie Kane {1993),
Re:trammg Restraints: Changes in A Standard of Care.” ANNLUAL REVIEW OF PLIBLIC
HF Al TH - 1992, Vol. 14:54A - 5R4.

T3, Qur data are a late 1990 estimate for 2,100+ residents in 269 nursing homes in
10 States and an early 1993 estimate for 2.100 residents in the same 255 homes.
We Tound @ 50% reduction [ur residents who were cogrilively inlacl atid @ 25%
reduction overall (among 2l residents). Qur figure is probably more conservative
because: {1) it's from 1990 as the baseline to 1993 as the "end-point,” which is
probably catching the wave late and may be missing even more change in 1994
and 199%; (2) we had independent assessors (RNs) rather than facility staff or
surveyors completing the instrument; (3) there is tremendous variation across the
country in restraint use pre-OBRA (e.g., 25% to more than 85% by some counts -
and we found 60% in onc Statc pre OBRA) so our States may undcr present the
drop, compared to national averages.



11/07/935 16:27

L ——

“ .

B202 401 7733 @oo3

FAX COVER SHEET

Friday. September 29, 1995 05:50:35 PM
‘To: MARY HARAHAN
Attention. from Catherine HAWES
Fax 8. 1-202-401-7733

From: CHARLES D. PHILLIPS or CATHERINE HAWES
Voice: [919) 929-3562

Fax: 1 page and a cover page..




11/07/95  18:27 T202 401 7733 [do04

/RTI RESEARCH TRIANGLE INSTITUTE

Social and Health Policy Research Center
Program on Aging and Long-Term Care

MEMORANDUM
TO: Pam Doty
FROM: Catherine Haowes

SUBJECT: Response to your request for information about our presentation at GSA
on eflects of (VRRA-87 Nursing Home Reforms

TIATE.: September 26, 1995

At the anpual meeting of the Gerontological Society of America. the project team that
led the development of the national nursing home resident assessment instument (RAI
presented the preliminary results from our evaluatlon of its effects on quality of care. This
presentation was made as part of a symposium on the effect of the RAI for the GSA's
scienlfic tneoung i Novewber, 1994, While tie [onual teport on our findings has ool yel
Uccts releused Ly HICFA, we hiave preparcd urticles roportng tie findings aud subsiitted
absyacts with all of the resules and two of the five "rosults” articlos to HICT A, Two of the
artic]es are currently under tovicw at JAGS. We anticipate six articlos will be submitted to
JAGS and appcar in onc issuc reporting the full range of findings.

A summary of the major findings we reported as preliminary findings (which means
that they had not yet been released as a final report to HCFA) appears on.the next page.
Please note that the results speak not only to the effects of the RAI alone but also to
other aspects of DRRA, such as the new regulatious on restraint reduction. Feel free to
cite them and ta call me with any additional questions at (919) S41-6340 or 9293942 (home).
Also, it you want 1a disenss the cost estimates with Vinee ar Charles, Vince can be reached
at (401) 863-3492 and Charles at (919) 541-6877. The cost estimates, by the way. are not
part of our formal work for HCFA. We are 1n the process of linking the post-OBKA cohort
to the Medicare claims flles and when the debated over OBRA arose this sumnmer, we
proposed making the same link for the pre-OBRA cohort and analyzing the cost effects as
part of our conmact. Unforwnately, HCFA only allows contracts to run for six years, and we
couldn't get the longitudinal claims files processed and analyzed in 2 months. Thus, we have
resorted W d "Lack of e euvelops” estunation process dwing W last few days. IfHCFA
still lives after October 1, I guess we will go m for a grant to analyze the real costs.

Thanks for all your help!
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SYMPOSIUM AT THE ANNUAL SCIENTIFIC MEETING OF
THE CERONTOLOGICAL SOCIETY OF AMERICA
Atlanta, (eorgia: November, 1995
IHE EFEECT OF THE RESIDENT ASSESSMENT INSTRUMENT (RAD)
ON THF. QUALITY OF CARE IN NURSING HOMES
[2r. Charles 1), Phillips. Ph.D)., M.P.H., Sympasiim Chairpersan’
Dr. Catherine Hawes, Ph.D., Dr. John N, Morris, Ph.D.?
Dr. Vincent Mor, Ph.I’, Dr. Brant Fries. PhD.*

During the symposium, the research team reporied the resulis from an evaluation of
the effects of the implementation of the regulatons on resident assessment on the quality of
care eapericuced by nursing home resideuts,  The Resident Asseysient Lusuwnent (RAT)
counsists of tie Minunuu Data Set fur Nwsing Homtle Resideutl Assesswiont and Care Pluuming
(MDS) and 18 special Resident Assessment Protocols (RAPs), The RAI is used by facilitics
as part of the ODRA4-87 mandated nursing home reforms, to assess residents upon admzss‘on

. to the facility and to develop thoir plan of carc. In addition the RAI is uicd 1o assesa

residents annually after admicsion and upon any zignificant change in their health status,
Finolly, the system includes Quarterly Assessments used to monitor the effects of the care
plan and the need for modifications to the care plan. S

The RAI evaluation study design was a pre-post test design that axamined changes in

tha pracess of care and langimdinal racident outcomes ac measires of qnality. 'Tha majar

findings will he presented in a tinal report 10 HCFA and in a series of tive ccientitic
publications. Thus. the results presented at GSA are preliminary.

The cvaluation was conducted in mewopolitan areas and surrounding rural counties in
10 States in 269 nursing homes that were randomly selected. It involved assessment of the
quality of care and resident status for more than 4,000 residents. Comparisons of process
guality and resident vatevines wo betwoen 4 pre-OBRA period (1990 aud early 1991) aud »
post-OBRA/RAI-wplewcntation poriod in ie Spring aud Fall of 1993, Tlic wajor findings
mclude the following:

. There were significant and widcsprcad improvements in the proeess of
ca.re' T smm— e mr e - Setr ime ARl ee s an ews e mee .

. The impact was also seen in improved resident outcomes.

. ‘I'here was a substantial reduction in hospital use (25%), suggesting the '

potential cost-effectiveness of the RAl and other parts of (IRRA-¥7 &'90.
This reduction was most pronounced smong residents with cognitive
impairment and occurred without increases in mortality and with
decreases in functonal decline.

. These findings suggest the RAI and other OBRA provisions significantly
impruved quality of care [or residents and arc associated with reduced
costs for hospital care.
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Ihere was 3 signiticant increase in the comprehansivenass and accuracy of the

information avallable in resident's medical records abaut their health and tunctional
status, care needs, strengths and preferences. This is impartant since such
information serves as the basis far develaping their plan of care.

. There has been a3 24% increase in the accuracy of information the resident’s
nursing home recorgds. ‘

There was a significant increase in the comprehensiveness of care planning, The
care plans in the post-RAl period address & greater percentage of residents' health
problems, their risk factors for functional decline and accidents, and their potential
for improved function.

. There has been a 17% increase in the number of problems that are
addressed in care plans.

There were significant improvements in a wide range of areas that affect residents’
well-being, trom signiticant reductions in tying people into chairs to greater attention
to their hearing and skin care to increasing the availability ot activities. lhese
include such changes as:

) A 30% increase in the use of hearing aids for persons with hearing difficilty
d a 64% increase in the presence of advanced directives

. a 29% decrease i the use of mdwelling uringry cathelers

. a 27% increase in the use of behavior management programs to address
disturbing behaviors such as wandering or resisting care

. a8 25% decrease in the use of physical restraints

. @ 28% decrease in the percentage of residents who are not involved in
activities any of the time

lhese changes in care practices ailso translated into better resident outcomes and
substantial reductions in hospitalizations.

As a resilt of the ORRA reforms. nirsing homes prevented decline among residents.

After OBRA. nursing home residents had better outcomes in such areas as physical
functioning in the activities of daily living {ADLs) and cognition performance. Thus
nuesing honies are helping residents delay e declines lypically associaled wilh the
mlliple chironic diseases and condibions most NH residents have,

-
There was a 25% reduction in hospital days among the Nl| residents in the studB

@oos
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There was a significant increase in the comprehensivenes¢ of the informanon
available in resident's medical records about their health and functional status,
care needs, swengths and preferences.

‘Ihere was a cigniticant increase in the acciracy at the infarmation availahie in
the recidents' madieal recards, which is important cines it serves as the basis
for developing their plan of care.

There was a sipnificant increase in the comprehensiveness of care planning.
The ¢are plans in the post-RAl period address a greater percentage of residents’
health problems, their risk factors for functional decline and accidents, and
treir putentia) for tnproved funclivi, -

There were significant improvements in a wide range of process quality -
mcasurcs, such as decrcascd use of physical restaints, increascd invelvement
of familics and residents in carc plan mectings and dccisions, increased use of -+
advanced directives, increased use of psychelogical therapy and
antidepressants for residents with depreccion, increased use of behavior
management programs for residents with problematic behavior symptams, such
as wandering, decreased use of wnnary catheters, and ¢o on.

‘There was a significant rednclian in finctional dacline among recidents. 'this
tinding is particnlarly notewarthy hacanes it acenrred even thongh the residents
in the post-OBR A/pest KAl implementation peried had 2 baseline status that
was more Umpaired than the residents in the ]990/91 time period. Despite this
gradual trend for nursing homes to serve more impaired residents. the nursing
homes were providing more appropriate care and achieving greater stability and
less decline among residents.

Theie was uo incredse in wertality in We posVOBRA perivd. However, there
was a significant reduction in both the number of hospitalizations and the wtal
days of hospital care among the residents vver a six month period. Indeed,
there was a 23 porcent reduction in hospital days after the implementation of

OBRAandthe RAL _. . .o o

Program on Azing and Long-1am Carc. Rescarch ‘[riangle Institute. Kesearch ‘Lniangle Park. NC,
Social Cerentelogical Rescarch Center, 1ebraw Rehabilitation Conter for Aged, Doston, MA,
Center for Gerontelogy and Health Savices Research, Broun University, Provadence, RIL
Instirute for Uerontology. University of Michigan. Ann Arbor. ML

@oo7
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Vincent Mor, Ph.D.

DATE: September 26, 1995 '
TO: Theresa Sacks

FROM: Vincent Mor, Ph.D., Director, Brown University
Center for Gerontology and Haanth Care Research

RE: Cast Savings Estimates from Reduced
Haospitalization of Nursing Home Residents
Associated with Nursing Home Retorm

CC: Charles Phillips, Catharine Hawes, Katharine Hayes

What folfows is an explanation of the csumales of savings 10 the Medicare program associa cd with a
substantial reducton in hospitalization of nursing home rcsidents observed hatween 1950 213 1993, the
pericd during which many of the specific provisions of nursing home reform werc impleme ed.

As you know, OBRA ‘87 conlsined numerous pravisions affecting the conditions of particiy stion of
nursing homes in the Medicare/Mcdicald programs, specitically relating o quality standard : and siaff
leaining. Tncluded in thage provisions are training requiremenis for nurses aides, qualificati an standards
Tor agministrators, sdditions! ¢linical decumentation justifying the application of physical & 1d chemical
restraints and the introduction of a comprehensive Minimum Data Set for Resident Assessm et for use in

documnenring ihe clinical problems triggering specific clinical intcrventions listed in the resi lents” cara
plam: A evalostivu of liauges 10 WIC PLUCESSCS BNQ Oulcomes of care cxperienced by nursii § hume

tesidents from in a random sample of 268 facilities in 10 states was undéertaken by the Rese: reh Triangle
Tnstitute, Brown University, the University of Michigan and the Hebrew Rchabilitation Centir for Aged.
The study found reductions in physical restraints, improvernents in care plans dirceted at an sliorating
specific <)inical problems, reductions in the rate at which residenis decling in physical and ¢ znitive
functioning and a subsranrial rsduction in the rate of hospitalization. While our evaluation +-as not

Jesigned 1o do sa, we have conducted preliminary analyscs in order 1o estimale the siz¢ of sa sings 10 the
Medicare and Medicaid program that may hgve come about due to the reductions in hospital zation.

Over the six month period of our evaluation, we observed that in 1990 28.4%: of tha populati »n of nursing
nome residents were hospitalized wheress in 1993 only 19.59» were hospitalszed. Annualizi ig the
average number of days hospitalized per capita (ruther than just among users) we ealevlated hat the
averyge nunber of hospital days per rcsident was 7.2 in {990 and 5.3 in 1993. Using the 192 doltar
1igures from the Mcdicare and Medicaid Statistical Supplement (US DHHS. HCFA. ORD St tistical
Supplement, 1995) . the average Medicare psyment for a hospital day for an Aged beneficiay is $730.
Since our sample represents all residents in [ucilitics on a given day, we multiplied the numb :r ot hospizal
days by the Medicare payment per day for all 1.3 million residents of US nursing homes. Foi the 1990
data (using 1992 dollars) this yields $7.884 billioa wheteas for 1993 this yiclds $5.803 billioy.. Thus,
Macdicare spent over $2 billion Jess hospitalizing aged beneficiaries in 1993 than in 1990. Tris “savings™
does not includc the fact thaf many nursing home residents enlcring hospital are covered by Nladicare for
several weeks under the SNF benefit afier relurning (o the nursing tacility. Furthermore, the ‘educlon in

O G
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There are possible Mcdicaid costs and savings as weil. Medicaid pays the Jeducubic for ¢ 12 Jay of care
as well as the co-psyinent for hospiwlizations lasting 60 days or moore. However, exiept i stalcs that
reimburse faciljties for some share of the Medicald rate for “bed-holding™ days, Medicaid s not liable for
the nursing home costs while residents ar2 in the hospilal. Since we had very few slays thi 1 lesicd 60
days, we ignored the capayment and comipared the deductible casts to the cost Medicaid w: uid have 10 pay
were the patient not hospitalized. Assuming thut about SO% aof the nursing hrune regident \opuldtions
covered by Medicaid and thercfore dual Cligible, the net result of this comparison is that M. dicaid would
be liable for an addiUonal $11 million in costs duc 1o fewer patient days covered in hospital by Mcdicare
in 1933 as compared with 1930. This csimawe does not include co-insurance requirtments ssociaicd
with Pant B services reccived while in the hospital.

In sumnary, our daw suggest that al Jeast & $2 billion dollar savings 1o the Medicare progrs m may have
been realized in large part due o improved quality and capacity of nursing homes to care 1o~ paticnt’s
mcgdical problems in the nursing home. This improveraent jn cspacity was madc possible by 1anny of Lthe
reforms thal are to be eliminated if Medicsid is made a block grant without any Federsal stan Jards and
guidelincs. Furthermors. with relatively conmracting funds avallable for Medicaid, states wil have no
incentive to cncourage nassing bomes to achieve the quality lével needed to ueal medically ¢ dmplex cases
mn the home. Rather, the incentive will be Lo huspitalize them since Medicare will axsume th : eosts.

I hope that 1his informnation has been useful. As noted, the analyses arc preliminary. 1 woulc be happy w
supplement tham with additional work should you fea] it necessury.
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“USA TODAY hopes o
serve 3s a forum for bet-
ter understapding and
unity 1o help make the
USA truly one nation,”
—Allea H. Neubarth
Foandex, Sept. 15, 1982

T HEEDI

muuwmum
homs. Why go back to them?

Ey.ghtyemsagp.aﬁarmym ofa.rgu

went, Republicans and

Demoaais in Con-

rassment. They passed a2 law 1 stop
peglecting the elderty.

They had ample incegtive. Reports of
residents in excrement, dehydrated,
maln or overmedicated were com-

Public outrage was high

k should be just as high now. The regula-
tions created by that law are about to be
weakened or sripped away — vietims of
an ideological crusade to anrb federal au-
tharity, good ar bad.
Conuulwouldmtnthcmdp
spite their histary of failure.

Senate Republicans, daim thexr kegislavion
18 uot a repeal They sy the law is ineflec-
uvc. And they say 1t's hugly &pensave.

All three claims are fiction. :
Pfaarwzummngmﬂanons
mhmmmbpamﬁmaal;emluu,
deceriificaion, denial of payments ar ke
ovabymmwmanagnsmheyuome

Today's debate: REEUIJI’IHE RURSING: m

Droppmg federal regs is
an 1nwtat10n to tragedy

£ress got wepther 10 comrect 3 public ermbar- |
vl o - stugdy of 9,000 Geo:
nursing home operators from abusing or’

* thanks 10 the regulations. And

monphz.&mteguhuonmaﬁxhnc.

* So did consumer groups. So did state. offi-

Those pushing the new plan, House aud .
. home

| f(\ﬂ ﬂ'\n ol ol nl-‘_‘: S

spa:uon; ourse

Not effective? A goverument sty of
269 bomss in 10 siates cited impressive re-
sults. The smdy found hospitalization of
nmmhomemdemsdowﬁ%. usc.af
restraints down 25%, and detection and
punishment of abuses increasing,

Too expensive? Quite the contrary. A
nursng-home resi-
dents reports 2 monthly $76,738 savings by
curailing unnecessary
's not an
isolared case. The National Citizens® Coali-
_tion for Nursing Home Reform, a resident

advmyoup,saysthcdnangssvdhk
" Hions ip costs amributed 10

treatment: -
 Even the American Health Care Assnci-
astion. represepting nursing home own:rs,
ys costs bave nothvcn a _
o fact, nursing ‘home owners slg:cd

outn the legislation when it passed in 1987.

eakSod:dtheln;umteofMad:du.:a-

report OB pursing
conditions led © the reform. - -
No eredible evidence exists 1o justify fo-
versing coirse, I’ changes are necessary
they should be based op the saine kind of

thorough study and public hearings - that
 produced the original egulafions, - |

Seniars are in nwsing homes becayse of

#dvanced age, mental aphmal_dinhil— e

fies, 1o recover.from:

:-'mthzyhavemonewgm&m. :
Llobby They are frail and vulnssable. T,
. all the protection the poblic. i

- or wote:unns_
. against restraints or medieation

therapy. :

Thﬂydﬁm’c | ‘WASP:

=

Protect s

.. Thatthe e
. would ke 8

one, tobasen ©
tugonal right
deated fang

sroking
Betale, our v
, Qur Vi
Tmaotasm

to protectthe r
pies incloded,
e
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all the proezxtion Gy public can provide. -

Stop the scare stories

Mo ons’s go-
iog to torture

OPPOSINGVIEW.

sexdate them 10 keep themn quiet

Let's turg op the lights. There's no bo-
geymap biding in this deset

A kzy component of our “Medigrant”™
hill is a “Nursing Home Resdeat Bill of
Rights” that indudes the zight “to be free
from abuse, incuding verbal, sexual, physi-
cal apd mcutal abuse, corporal pumish-
ment, and involuntary seclusion ™ Comphi-
ance is tmandatory, and states atre
cmpovered to shut down thase bolites in
volation.

thhah than weaken p&uﬁons for
nursng home patents, our strengthens
!htm by ending an eight-year experiroent
with “federalization” of standards that by
all accounts has been a total failure — a bu-
reavcrade pightmare that is confusing, ex-
pensive and counterproductive.

Take the federal requirement that saies
indeprndently assess the need far nursing
bome phamenr.kﬁ:r assessing
some 81,500 patients placed in nursing

homes in 1989 — at a cost of $28.5 millian
- California concluded thar only five
placements were ipappropriate. That
works out © $5.7 million per
ment What's more, the fdernl
ment only duplicazed existing
ruadurslhatwwﬁ have:emud\hm

patents’ placcmens an

Mpvmcfhhmmh‘nm
to joincd the govemans of 4750 stites
m1989mmuazthemhomm
lations as inflexible federal “micromanage-
ment,” Our till docs sxacdy what Cioton
andtheothapmrmommdd.
quire the states (which enforce the Mies
anyway) © coact their own standards uzr
der stnat feders] giidelines.

Under our proposal, to mate will se< a

peany of federal “Medigrant™ assistance

mlmnt&s:mnpmwnm
homemndardsmdudmssaktr
and quality; smfing and employee
tmmng. prolection of patient records,
property and legal rights; and patient griev-
ance

Nobody wamslopﬁb!hdays
when pursing homes were uneafe and un-
sanitary, but we don't oesd 8 massive and
expensive w;rummcnn
Let’sre:z?;m!hatdc wudamanda%g-
passion nat reside in Washington. The
states are better suited 1o do this yob.

Rep. Thomas /). Bliley Jr., R-Va, is chaimnan
of the House Commierce Commillee.

alpemggqm ge*r B B2 o e840

gEEER 1BEZEF

g0



11/07/95

Shl’ SEP. }7 ’95 15:48 1 NCCNHR

do12
16:30 B202 401 7733

FAY NO. 2023322848 P2 P02

Wy 1V 9

NATIONAL CITIZENS' COALITION FOR NURSING HOME REFORM

Comparison of
Medigrant.918 -- Sec. 2137, Quality Assurance Standards for Nursing Facilities
and the
Nursing Home Reform Act of 1987

The provisions unger the Medigrant bil), recently under consideration in Congress, are
being touted ss including “improved aursing home standards™ in the summary of the bill
prepared by Representative Thomas Bliley, bill sponsor. As the following comparison shows,
while the bill includes 2 basic outline of requirements included in the Nursing Horne Reform
Act. itis sorely lacking in substence and quality siandards.

NO Federal Standards are included in the bill - Leaving residents and family members to rely on
50 different state standards. No one will be assured of the quality of care and services they, or a

~ loved one, will receive from state to state.

Nuysj ome Rt ¢ | Medigrant Bill
uality of Care: NO Quality of Care provisions

Requirement for care and services 1o allow :

each resident o reach her highest practicable

physical, menta! and psychososcial well-being

* Nursing & related services

* Specialized rehabilitative services

- Medically-related social services

- Pharmaceutical services

* Diclary services

» Dental services -

* All services must be prondc:d by quahﬁed

individuals, in accordance with a residents’

plan of care, must meet professional standards

of quality

Qualitv of Life: NO Quality of Life provisions
» The care & environment in a facility must

maintain or ephance the quality of life of

each resident.

» Requirement for on-going activities program,

directed by qualified professional, that

meets the interesis and needs of residents.

» Participation in resident & family councils

- Participation in social, religious, &
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Nurgy) o eform Act
community activities

Resident Assessment & Care Planning
» Requirement that s comprehensive,
standardized, accurate, reproducible
assessment of funetional capebility

be completed for each resident

within 14 days of admission and

at least yearly thereafter.

« Plan of care must be prepared with
the participation of the resident, her
family, and an interdisciplinary team
within the facility.

Quality Assurance

= Requirement that facilities maintain

a quality assessment and assurance
committee, ineludes requirements for
personnel included on the comtmittee,
how often it must meet, and its function.

Residents Righrs:

Facilities are 1o protect and promote the
rights of each resident including:

 Free Choice - physician, care & trcatment
* Freedom from Restraints

- Freedom fom physical or mental abuse,

corporal punishment, involuntary seclusion

» Privacy - accommeodarions, cal¢ &
treatment, communjcations, visits

- Confidentiality - right to confidentiality of

personal & clinical records

do13

FAX NO. 2023322949 P4 p.03

Required resident assessment procedures,
including care planning and outcome
evaluadon. NO requirement for

resident and family involvement. With NO
federal standard, NO uniform measurement
of outcomes will be possible.

Srandards established for facilities shall
contain provisions relating 1o ... quality
assurance systems. NO provisions regarding
function, when committee will meet,

who will be on the commirtze.

NOQ discussion of choice
NO right to be free from restraints

Re free from abuse, including verbal, sexual,
physical, and mental abuse, corporal
punishment, and involuntary seclusion.

Be provided privacy in communications and
to reccive mail. NO provisions foz privacy in
care and treatment, accommodations, visits.

States must establish standards for the
weatment of resident medical records. NO
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* Accommodation of Needs

« Gricvances - right to voice grievances
without discrimination or reprisal, right
10 prompt efforts by the facility 1o resolve
grievances

» Examine survey results - results must be
posted within the facility and accessible
1o residents and famnilies.

« Notice of zights & services - must he

oral and in writing; given at admission;
also must be provided upon request; must
include eligibility for medical assistance;
list of items & services included in the
daily rate, and included under the Stute
medical assistance plan (when appropriate);
notice of changes in rights & services

- This provision is one of several rights
stated in the Acts regulations, “Long Term
Care Facility Requirernents.”

. Th.i.s Pro\'risiOn is one Of SCVCIB.I l’igl'ﬂs d.nd R

quality of life provisions stated in the Act’s
regulations, “Long Term Care Facility
Requirements.”

* 50 days notice

- Facility must provide sufficient
preparation & orientation for residents

* The only pennmitied reasons for discharge:
" Resident’s needs cannot be met
by the facility

Medigrang Bill
requiremnent conﬁ&cntialiry of the records.
NO provisions for accornmodation of need

Righr to voice grievances. NO prc;v'isions
requiring facility efforts for resolution; NO

_provisions protecting residents from

discrimination or retribution

Right to examine results of State
certification ispections

Right 16 receive notice of rights and
services. ;

Right to refuse to perform services for the
facility. :

Right to retain and use personal property.

Right 0 be provided with prior written
notice of a pending rransfer or discharge;
NO specific time frame

NO provisions 10 prepare residents for
transfer/discharge

NO provisions of appropriate reasons
for transfer/discharge
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Nursing Home Reform Act

+ Resident no fonger needs the
services provided by facility

< Safety of the resident or othars
is endangered

v The health of the resident or
others is endanyered

7 After appropriate notice, the
resident has failed to pay for

her stay

« The basis for the transfer/discharge must
be docurnented in the clinical record

» Notice of bed-hold and required
readmission policy

« Requirement that states provide 2 fair
mechanism for hearing appeals on transfers
and discharges.

Access & Visjtan ioht

- Immediate access to residents must be
permitted for the ombudsman, any
1epresentative of the Stale, or a rasident’s
physician

- Immediatc access, with resident’s permission,
for family members

= reasonable access for other visitors, with
the resident’s consent

Equal Access to Ouality Care

- Faciliries are required to establish and
maintain idepucal policies and practices
regarding transfer, discharge, and the
provision of services for all individuals
regardless of payment source.

Fax NO. 2023322348

NO requirement for documentation

NO requirement for readmission policy; NO
notice of bed-hold policy

NO fair hearing requirement.

Imrnedijate access to any resident by

any represenwative of the certification

program, the sexident’s individual

physician, the State long term care
ombudsman, and any person the resident bas .
designated a visitor

NO provisions for quality care and
services for all residents regardless of
payment source.
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rsi ome Refor
Admissions Poligy

« Facilities may not require residents or
applicants to waive their rights 10
medical assistance, nor give assurances
that they will not apply for banefits.

« Facilities may pot charge, solicit, accept
or receive any gift, money, denation, or
other consideration, from any individual
entitled 10 medical assistance, asa
precondition of being admitted or staying
in the facility.

Protection of Resident Funds

» Facilities must maintain a system for
handling and safeguarding residents funds,
including: depositing funds in excess of
$£30 in an interest bearing account;
providing a complete accounting of

gach resident’s funds; maintain 2 Written
record of all ransactions with respect to

a resident’s aceount.

» A resident may not be charged for any
{tem or se¢rvice covered by medical
assistance.

Staff Requirements

+ Required 24-houy licensed nursing
sarvices sufficient 10 meet the needs of
the residents, including a registered nurse
at least 8 consecutive hours daily, 7 deys
a week.

* Required training and competency
evaluation program (at least 75 hours)
for nurse aides, including regular
in-serviee educalion.

Medicrant Bill

NO provisions protecting residents from
substantial financial outlays as a pre-
condition W admirtrance into a facility,
or the ability to continue residing ina
facility.

Right to be protected against the misuse of
resident funds. NO provisions requiring
an accounting or record of funds managed
by the facility.

No provisions prohibiting facilites from

charging residents for covered services.

Qualifications for staff sufficient to
provide adequate care, as defined by

. by the State. NO registered nurse

requirement. NO licensed nurse
zequirement. NO minimum staffing
requirement

NO aurse aide training and competency
evaluation. NO minimurm training
requirements.
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Nyrsing Hom 0 t

» Requirement that the health care of
cach resident be provided under the
supervision of a physician; including
having 3 physician available 10 provide
medica] care in case of emergency.

jminismation Requires
-~ Requiremeat that facilities use its
resources effectively and efficiently

10 2llow each resident 10 achieve her
highest practicable level of functioning.

» Requirement that changes in ownership,
management, administrater, or director
of nursing must be provided to the state

agency.

- Facilities are required 1 meet Life
Safety Code requirements of the
National Fire Protection Association.

* Requirement that a facility is

sanitary, maintains an effective infection
control program, and is desipned, constructed,
equipped, and maintained to protect the
health and safety of residents, personne,

and the general public.

Survey & Centification Progess
« Raquired unannounced annual
standard survey to determine
compliance with standards.

» Requirad invesrigation of allegatiens
‘of resident abuse. ncglect, and mis-
appropriation of resident properny.

- Requirement that procedures and adequare
staff are maintained 1o investigate

@o17

FAX NO. 2023322843 .8 p QT |

Medi Bil

NO provision requiring physician
supcrvision of health cate.

NO provisions made ther facilities
use their resources to provide good
resident care and promote qualjty
of life.

NO such provisions in the Medigrant
bill.

NO provisions requiring facilities to
meet LSC requiréments.

Assurance of a safc and adequate
physical plant for the facility.

NO requirement for meeting Life

Safety Code standards; NO requirement
for effective infection control systems.

Medigrant plans mmust establish and

operate a program for certifying

nursing facilities meanng the standards
established and the decertification of
facilitics which fai] to mmeet the standards.
NO provisions for how states will determing
that standards have been imet; NO provision
for the investigation of complaints, abuse,
neglect, or misappropriation of property.
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complaints.

* Survey results a.;d plans of correction
must be made available o the public
within 14 days after given to facilities.

» Requirement that copies of facility
cost reports and copies of statements of
ownership be made available to the
public.

*Nouce of findings of noncompliance
must be seqt to the State long-term care
ombudsman, along with actice of any
adverse action taken against a facility.

» If substandard quality of care is found,
the State must notify the physician of
each resident found 10 have received
substandard care and the state board
responsible for licensing the facility’s
admnistrator.

~* When immediate jeopardy to resident
health or safety exists, immediate aclion must
be taken to remove the jeopardy und correct
deficiencics, or terminare panicipation under
the state plan, and may provide for ane ar
more of the other remedies provided.

» When no immediate jeopardy exists, the
Siate may terminate participation, provide
for one or more remedies, or beth.

« Provides a range of remedies, including
civil money peualtics, (emporary managers,

@o18
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Medigrant Bill

Public access must be provided to the
centification program's cvaluation of
participating facilities, including compliance
records, enforeement actions, and other

" reports regarding ownership, compliance

histories, and services provided by facilities.
Upon completion of a survey, the State
agency must make public the pertinent
findings of the survey rclating to the
compliance of the facility with requirements
of law.

NO provisions for notifying the long-
term care ombudsman of results or
acuons taken.

NO particular notice requirements if
substandard quality of carc is found.

Whep immediate jeopardy exists, the
State must, at Jeast provide for
termination of certification.

When n¢ immediate jeopardy exists, the
State may, in licu of termination, provide
lesser sanctions, including one that provides
denial of payment for new admissions.

NO alternative remedies, or intermediate
sanctions, are specified, excapt denial of
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denial of payment, and termination.

* NHRA requires remedies be imposed
when deficiencies exist.

@o1s

FAX NO. 2023322943 P.18 P, (3

Medi Bill

payments for new admissions. NO
provisions for use of civil money penalties.

The State shall not make a decision (regard-
ing sanctions) unt! the faciliry has had a
reasonable opportunity (o correct its
deficiencies, and, following this period, has
been given rcasonable notice and
opportunity for 3 heanng.

NO provision is made for a hearing or
appeal process for residents; facilities are
being sanctioned for not meeting an
administrative deadline, instead of for not
meeting the standards.

The State’s decision to deny psyment may
be made cflective only after notice to the
public and to the facility, and the sanction
will end a) when the facility comnes into
substantial compliance, or is making good
faith efforts to achieve substantial
compliance, or b) at the end of the 1 1th
month after the decision is made to impose
the sanction, whereby the State will then
terminate participation under the State plan,
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'News from |
Senator Bill Cohen

" 23 Hart Building Of M ain ‘

¥ashington, D.C. 205101901
02-224-2523

FOR IMMEDIATE RELEASE
Saptember 18, 1935 - = CONTACT: Michael Townsend

COMEN SAYS MEDICAID REFORM MUST PROTECT NURSING HOME RESTRENTS

WASHINGTON, D.C. -- Concerned that important protections for
nursing home residents could be eliminated, Sepacor Bill Cohen,
R-Maine, today urged Congress to preserve nursing home standards
as it works to reform the Medicaid program. |

“In 1987, we enacted impartanc legislation to improve the

| quality of life for resxdenta in nursing homes,™ said Colien.
*That law includad standards Fnr rha quality of cavxe for
residents, tougher reguizrements for staff training and a
crackdown on abuse. Many of those rules, which have been
developed over The past several years, are just now being

enforcad.

"Turning the Medicaid program into a ayatem of block grant
to states without maintaining strong quality atandards wéuld
us back to the dark days of substandird, unmonitored nursing
homes. Each state woyld be zallowed to regqulate those nursj

homes in whatever way they chose, with no federal stardar
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result could be a devagrating dedline in the quality of care for
' rasidentes."

Cohen acknewledged that proposals to turn Medicaid inte a
block grant are intended to improve services and save money. But
he insisted that patient rights should not be sacrificed in ﬁhe
process.

"It should be our goal tec find ways to cut costs withour
forgetting our most vulnerable citizens. The nearly 2 millipn.
seniors currently living in nursinémhcmeé and their Families have
the right to expect a high standa:d of ecare in an environment
free from abuse and neglect.™

Cohen Eited statisticg showing rhat, in 1993; 11.8 percent
of nursing homes were cited {or violdtions of federal
requirements.

."Nursing homes with a pattern of viclations are being
systematically cited and forced tw correct their def1c1enc1e5 «

said Cohen. "If we eliminate all federal standarda of care, the

progress we have made in recent yemrs will be reversed, placing -

millions of elderly and disabled Americans at risk."

22
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REPUBLICAN BUDGET WIPES QUT QUALITY STANDARDS FOR
NURSING

HOMES AND INSTITUTIONS CARING FOR THE MENTALLY
RETARDED

November 6, 1995

Republican Budget Jeopardizes Fundamental Protections for Nursing Home
Residents

? Under the guise of reform, the House Republican budget throws away decades
of progress by repealing federal nursing home quality standards. Since
enactment of these federal quality standards, nursing home quality has
improved dramatically: the use of physical restraints has declined 25%,
dehydration among residents has declined 50%, and hospitalization rates have
declined 31%. (Source: RTI and HCFA.) Without these federal standards and
enforcement, nursing home residents will be vulnerable to abuse and neglect, to
being inappropriately restrained, and dumped onto the streets when they run
out of money.

? Moreover, both House and Senate plans repeal the requirement that Medicaid
cover nursing home care at all. Their cuts will force states to deny coverage to
hundreds of thousands of nursing home residents by 2002.

? In response to criticism, Senate Republicans reinstated the federal standards,
but allow states with "equivalent or stricter" standards and enforcement to
receive Medicaid waivers. Yet the federal government would have no way to
ensure that states enforce these standards. Most recently, federal surveyors
found 14% of nursing homes out of compliance with the federal standards.
(Source: HCFA.) And states would have to enforce their standards with much
less Medicaid funding than they receive under current law.

Both Senate and House Republican Budgets Entirely Repeal Standards for
Institutions Caring for People with Mental Retardation and Developmental
Disabilities

? Both eliminate federal standards, and do not require states to issue standards
that would assure even the most basic rights, such as protection from abuse and
neglect, treatment designed to assist the person to achieving the greatest level
of independence, and the right to adequate health care. States do not currently
have such standards.

? Neither plan requires states to maintain their current level of services —— in
facilities or in home and community-based care -- for people with mental
retardation and developmental disabilities. And both plans eliminate the
guarantee of anything more than custodial care.

Medicaid Currently Ensures Quality Nursing Home Care and Fundamental
Protections :

In 1986, a major report documented widespread substandard or poor care at nursing
homes in every state. In response to these deplorable conditions, President Reagan
signed into law federal minimum standards for nursing homes that: protect nursing
home residents from abuse and neglect; limit the use of physical and chemical
restraints; prohibit nursing homes from evicting residents when they run out of
money and
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qualify for Medicaid; give nursing home residents the right to appeal decisions
without retribution; and ensure that nursing aides are trained and do not have a
history of abuse. The 1987 law has dramatically improved the quality of nursing
home care, but more progress is needed.

Medicaid Currently Provides Standards for Institutions Caring for the Mentally
Retarded Prior to the adoption of federal standards, people with mental retardation
and developmental disabilities were routinely subject to abuse and lacked even
minimally safe and sanitary living conditions. In response, federal standards were
adopted in the 1970s and strengthened -under President Reagan. The federal

presence has made a difference —— the federal process on average finds 17% of
facilities out of compliance with the federal standards. (Source: HCFA.)
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In 1987, President Reagan signed a law establishing new
protections for Americans residing in nursing homes. The Omnibus
Budget Reconciliation Act of 1987 (OBRA '87) followed a 1986 report
by the National Academy of Science'’s Institute of Medicine (IOM),
which documented an epidemic of substandard care in nursing home
facilities arcund the country. The IOM found that more than half
the nursing homes in nine states had care so poor it jeopardized
the health and safety of residents. 1In 27 states, at least cne-
third of facilities had such deficlencies.

Among the issues confronted in OBRA '87 were:

o Excessive use of physical restraints and psychotropic drugs to
immobilize residents in their beds.

. Unsanitary conditions, including excessive bed sores and dirty
kitchen facilities.

. Absence of registered nurses and poorly trained nurses' aides.
. Physical and verbal intimidation of residents.

OBRA '87 began a process of nursing home reform that continues
today. New standards began to be put in place in 1990. Nursing
home surveyors were re-trained and new manuals were developed with
a strong emphasls on the quality of care delivered. In July 1995,
nev enforcement regulations were put into effect, including severe
penalties for nursing homes that fail to comply with these
standards.

Even before enforcement penalties were in place, OBRA '87 has
resulted in dramatic improvements in the quality of nursing home
care in the U.S5. The use of physical restraints and psychotropic
drugs has been sharply reduced. The number of registered nurses on
duty in nursing homes has increased as has the level of training
for nurses' aides.

But this work is not yet complete. Examples of poor quality
nursing home care continue to be found. While the IOM found
substandard care in as many as one in two nursing homes, the Health
Care Financing Administration now finds such problems in about one
in five facilities that are surveyed and only 35 facilities
nationwide that fail to meet the tough new standards.

Following are some examples of substandard care found by HCFA
inspectors:
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Maryland. A nursing home resident was strangled to death because
the resident was not properly supervised while wearing a physical
restraint.

Florida. A resident was sexually abused by a nurse'’'s aide, Ten
other residents had multiple bruises and skin tears as a result of
nursing assistants transferring, 1lifting, or pulling up the
residents in bed.

Indiana. A resident was hospitalized after maggots and larvae were
found in a foot wound. The nursing home said it did not have
enough staff tc give baths.

Texas. A resident was hospitalized after being force fed with a
syringe and aspirated.

Maine. Twelve residents developed pressure sores in a facility.
In 10 of those cases, the sores were found to be avoidablae.

Hawaii. Residents of a home were repeatedly intimidated through
verbal and physical abuse by the staff.

South Dakota. Residents were found to be losing weight because of
an inadequate diet. One resident lost 16 pounda and now weighs 75
pounds.

Washington. Six residents have shown a marked decline in their
abilities to walkx, transfer, or move in wheelchairs because of an
excessive use of restraints.

@003
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EXECUTIVE SUMMARY:

‘President Clinton's Balanced Budget: Health Care Reforms

The President's baianeed budget will protect and' slmngthen Medtare and Medicaid. It -

Preserve our commnment to the elderly, people with. dlsabmnes, women, chxldren and
famhesaswemakeMedlweandMedtcaldmoreefﬁcwnt

Improve Medicare by oﬂ'ermg new choices oflngh-qualxty healthplans and dehvery
systems, and by providing new preventive benefits and anew mpne care benefit for

famﬂtescopmgmthAlﬂ:emsstase

Extendthehfe oftheMedlcareHospmllnsurance'I‘rustPundforatleastadecade
without i nnposmg any new costs on. Med;eare beneﬁctanes '

Protect the federal guarantee of coverage under Medicaid, whtle providing new

 flexibility forstatestoadmmtsterthetrprogramswnhmatargetedgrowthratefor :

spending perbeneﬁmry

'Esmbhshsuongnewpmtecuonsagamstﬁmdandabusemﬁehealmaresysm.

‘The President's balanced budget also includes important halth imt:atms that increase
‘the availability and affordability of pnvate health care eoverage for workmg Ameneans

Specifically, it will:

'- Reformt‘nemsuramesystemtoensmethatworkersdontlosethetrmsmncetfthey

lose a job or change jobs, limit the use of pre-existing condition exclusions, and E
establish voluntary purchasing cooperatives so that small busmesses can obtain: more
affordable ha.lth insurance eoverage : _

Provide assistance for workers who are nemporanly tmemponed and need short-

. ﬁnanctalmpporttohelpthemkeephealthmsurancecoverage

Make health beneﬁts more affordable for mdmduals who are self-employed by
mcreasmg the tax deductibxhty of health benefits. '

Simplify the admxmsu-auon of the health system S0 that fewer dollars are spent on
overhead, and health professionals are freed from unnecwsary paperwork '




Medicare prov1dcs health care benefits to 37 million elderly Amencans and individuals wnh
- disabilities. The President’ splanmmmamsthe30—ywnal:ional commmnenttotmsprogram
~ and makes it more efficient. '

The President’s balanwdbudget proposal bmlds on the Admmxstrauon s 1993 deficit reducnon
package, wmchsu'engthcnedtheMedeospnalInsmanee(PanA)TrustPtmd with -
additiona] Medicare reforms: It includes $124 billion in savings over the next seven years and
: woﬂdassmemeﬁsca]mgntyoftheTanundthroughatleastthcmndecade while

' nnposmgnonewcostmcmssonMedmrebeneﬁcmnes .

KeyelemcnrsofthePresxdentsMedJcareproposalare | _
I fedican '.'I'thrmdentsplanretams

a strong, tradm0nal Mednm'e fee-for- program ‘while i mcreasmg choices of
 alternative health plans or delivery systems It wi]l '

— __ | Expa.nd beneﬁcmy choice among health plans and delivery system Opﬁons that -
‘guarantee high quality care for reasonable costs, including preferred provider
, orga.mnnons (PPOs), provider networks and ponn-of-servme HMOs, - :

— . Provide beneficiaries with demled mformauon about the prov1ders and lmlth
plan chows avai]able in then' a:u, mereby facihtaung the enrollment process;

- 'ImproveMedlcaresmcthodforpaymghealthplansanddehverysystcms I. )
- Fosterben:rquahtyofcareprov:dedbyhealthplans and |
- 'Enhmchom/pombnnyﬂnoughMemgapreforms -

fect icare .Thc$124b11honmsavmgsmcludedm.
;hePresxdentsplanaresmmd rsponsiblereformsthatmllmaketheprogrammore

efﬁcxemwhﬂepmwdmgmfﬁclemﬁmdstoensmebmﬁcmhavemwhlgh-

Thesechang&swxuprowcttheMedlmHospnalInsmmePanATmstFundand
mamta.mtherBprem:matZSperoemofprogramcostsasundercurremlaw Thc
plan will:

—  Reduce payments to hospxtals physicians, and other prov1ders while ensuring
- that high quality health care providers continue to serve Mednm'e bencﬁcxans '

ii



- ReformMedmareﬁnancmgforgraduatemedmaledueauonandtrammg
- prowdedbythemnonsacademxchealthcentersandteacmnghospmls

- AssuretbattheMedlcareTrustFundwﬂlbesmmdfortheshortandmd—term,
~ and place it in a much stronger position to deal with the Jong-term problem :
-when the baby boom genexanon retires. L . :

Prog; aim: 'I'hePresldentsplanunprovesMedlcareprogram. _

~  Invest Iimited resourees to expahd cost-effective prevenﬁve benefits, mcludmg o
coverage for mammography, colorectal sereemng and prevennve mjecnons for
pneumoma, mﬂuenza and hepatms B. -

- EstabhsharespneearebmeﬁtforfamﬂmofncumsofAlzhemlesease .

- Redlrectmdwaleducanonﬁmdsﬁ'ommanagedearepaymemstomedlcal _
teaching and research institutions, andestabhshanewcommlsslononmedlcal o
edtmnonandworkfomepnm .

mmnAmmﬁmwweﬁérswmmbammmmfmnble
results. One key has been Operation Restore Trust — a pilot program launched earlier this

year in New York, Florida, DImom,Texas,andCahfomm 'I‘hereudentsplanwouldtake .
' OperanonRestoreTrustmnonmde :

N

'mPMMSpMWMdmogwhwwoﬁemBMmmﬂMOMMOnty
and resources to investigate, prosecute, and sanction those who defraud federal health - '
programs; ensureadequaxeanddependablesomeesofﬁmdstompponprogrammgmy

~ activities; and change reimbursement pohcm that madven‘.emly may have contributed to abuse
and fraud.

B ! I. . ! 'I . ; () n l - :. (3 ! - .-
‘Medicaid provides acute and long-term health care services to 36 million low-income Women,
children, families, older Americans, and people with disabilities. Nearly half of Medicaid

‘recipients are children but approximately two-thirds ofMedneud expenditures are for care for
‘the elderly and people with disabilities.

S—

The President's proposal maintains the 30-year collaboranon with the states to guarantee
coverage for needed health services while making Medicaid more effective and efficient. It
would reduce federal Medicaid spending by $59 billion over seven years.

- iii




'Ke}; elements of the President's Memcmdproposal are:

o Qmmf_co_m People now or schedhled to be coirered under current law
would retain their Federal guamnme of health care coverage .

° Qm_gm_mm TolnnnthegrowthmfederalMedwmdexpendmm angr.s&mé

- lnnnwoxﬂdbeestabhshedtoconsmtherateofmer&semfederalmatchmg
payments per bepeficiary. These limits maintain the federal financial commitment to
states in the event of an economic downturn that could require states to add .
beneficiaries. Federal payments for disproportionate share hospitals would also be
tightened and states would have the flexibility to target these payments to a range of

_ essennalcomnnmnyprov:dets meludmgfederallyquahﬁedhealﬂ:centersandnn'al
'-healthcenm's .

' : 2 Flexibility: Stateswmﬂdgetmchgreaterﬂexibmtytochange
howtheydehverandpayforserncs,sothattbeymre@cecosts not coverage. For
example, states would be authorized to implement managed care plans and provxde
home and commumty-based care without federal waivers.- :

e .Q.uahty;hntecmn Ensungfederalsmmﬂdsandenforcememformnsmghomesandf
:  institutions for people with mental retardation and developmental disabilities would be
maintained. Qu.ahtystandardsformanagedearesystemswoxﬂdbeupdatedand

° Emmm Prowcnonsagmnstmpovenshmentforspous&ofmxrsmg :
homeresxdewmndberemmed,aswomuhegummeethaxMedlmpremrmsand
shanng be paJd forby Medxcaxd for low-income beneﬁcm'm -

. ; g

Frail elderly Amencansandyoungerpersonswnhdxsabﬂmes &equenﬂyreqmrehomeand
community-based long-term care to assist them in carrying out the routine activities of daily
life. The President's plan would improve access to.such services by establishing a new benefit
.mtheMedlcarepmgmmfmfamnymembersofbeneﬁcmmﬂ:Alzhexmersdlsease They -
would be eligible for up to 32 hours of mpne care each year under this new beneﬁt

'Inaddmon,thePreszdemsplanpmervesMedlwdsguarameeofcovmge forAmencans
who need nursing home care, as well as the protection of Federal standards and oversight of
quality. Aeoessmhomeandcommnmty—basedcarexsenhaneedbynewﬂexibmtytheplan
aﬂordsstatesthathshtoprovmetmsaltemauvetomrsmghomecare -

Civ




Protecting Working Americans

Today, most working Americans receive their health care insurance coverage through their -

~ employer, but the security of that coverage often depends on economic conditions and on
insurance rules that can exclude coverage for some people. There has been strong, bipartisan
support for taking stepstomformthekalﬂamsurancemaxkettopmerveandprotectthe
coverage of worlcmg Amencans . .

' ThePresldent splanmctudesthefollowmgmurancereformsandprogramstoprotect
' workcrs

p-€3 : ] Inmersandgrouphealthplanscouldnolonger
exclude mdmdnals from coverage because of pre-existing medical conditions. Insurers
mthesmallgroupmarketwouldberequn'edtosellcoveragetosmallbusmesses '
regardless of the health status of the workers they employ.\

overage: UnderthePresxdentsplan, Joblock would be

- -ehmmated by ensurmg workers who change_]obs don't lose thetr health care
coverage '

: rarily . Gramswouldbemade
available to the states to prov1de for a six-month penod ofpnvatc bealth benefits for -
laid-off workers who lose thelr coverage when they lose their JObS and reoetve '
unemployment benefits. = -

R 'smﬂmmm Grantswouldbeprovrdedtostatestohelpthemcrmte ‘

~ voluntary small group insurance purchasing cooperatives to encourage competition and - -
affordability in the small group market. - Upon state request, the Federal Employees
HealmBeneﬁmPrognmwuldreqmmmpamctpamghealthphmtbatscwethesmau.
groupma.rkettomakethernselves avulablethroughpmchasmgcooperat:ves estabhshed .
bythesiate _ _ _ '

. wmmmlr_mmm Self-employed individuals, mcludmg farmers,
: o wouldbeallowedtodeductSOpercentofthecostofthenhealthmsurancepremmms
. from then' taxable income. : .

The health care system includes a tremendous amount of red tape and paperwork that often
- interferes with providing care to patients. The President remains committed to reducing these
burdens. Standards would be adopted to simplify the use of electronic health information '
transactions. New federal standards would be developed to assure the security and privacy of
individual medical information contained in electronically conducted health care transactions.
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PRESERVING AND STRENGTHENING MEDICARE

The President’s plan saves $124 billion over seven years, extends the solvency of the Medicare

" Hospital Insurance Trust Fund, and does not impose new costs on beneficiaries. The plan also
expands health plan choices for beneficiaries, provides new benefits, improves Medicare's health
plan payment methodology, fosters continuous improvement in health plan quality, helps
beneficiaries become more informed about their choices, and levels the playzng ﬁeld ﬁJr -

Medicare managed care plans and Medicare supplemental coverage

L EXPANDING MEDICARE MANAGED CARE OPTIONS

The President’s plan further expands Medicare managed care options by statutorily authorizing .
the participation of a range of health delivery plan options, including preferred provider o
organizations (PPOs), provider sponsored organizations (PSOs), and other alternative delivery
systems that meet strong consumer protection standards. These health delivery plans would

- qualify for demgnanon as ‘parhclpatmg plans if they met the followmg cntena. :

o

- Benefits. At ammnnum, beneﬁts under the plzn should be the beneﬁts avaﬂabletmder
fee-for-semee Medxeare _

o Qu;a_]_m[ Beneﬁclmesshouldrecewehghquahtymthatmcreasesthehkelihoodof
neededanddenredhealthomcomes

o A_._S.S Beneﬁcxanes should have tlmely aceess to all med;cally neeessary and
' appropriate covered care.

o Ej_gnggl_Lmhﬂny_. Out-ofpocketexpendmn'eslmdertheplan shouldnotbegreaterthan .
the cost sharing that beneficiaries would experience if they stayed in-fee-for-service . = -
Medicare. This includes provisions to preclude extra balance billing for authorized plan
services and to provide the same protections afforded under Medicare fee-for-service for -
non-authorized services. In addition, plan pretmums should not vary hased on health
status or age.

) Emm_&l_&ﬂnm . Beneficiaries should be protected from the nsk of i mtemxpuons to
their care that could result from the msolvency of a plan or its providers.

0 Am_m@_@gﬁnm Beneﬁc:anes should have access to timely and
fair resolution of any appeals, complamts or grievances. .




o lnf_mgggm Beneficiaries should have timely access to comprehensxve understandable |
- mformanon about plans, mcludmg basic pohcles and procedures, consumer satisfaction,
and plan performance . . _

- p ment. Beneﬁexmesshouldnotbecoerwdtoenrollmaplan,
T preventedﬁ'omenrollmgmaplanoftheuchoweduetohealthstams orencouragedto
d1senrollﬁ-omaplm ' _

.o Ammg_ Beneﬁclanes should be assured that those purchasmg services on thelr |
- behalfwﬂl estabhsh, monitor, and enforce beneﬁclary protections.

IL IMPROVING MEDICARE’S MANAGED CARE PAYMENT METHODOLOGY

The plan phases in a series. of improvements in Medxoare payment methods, wh:le testmg
alternatives: Under the plan, the Ad:mmsu'anon would. :

0 .'Reducee:mememgmmlvmanonmtheeapmtedpaymentswplmswnuacungmth -_
* Medicare and immediately increase rates in rural areas by: delinking payments to plans

from fee-for-service expendmn'es at the local level; adopting a blended payment

. methodology; and creating a minimum payment amount. -

o Mamtamlmkageandeqmtythhthefee-for—servweprogamatthenanonallevelby
: updzungpaymentmesbasedonpmjectedgrow&zmperoapmMedmarespendmg

"0 Testnewnskadjustusformmtedpaymentsmordertonnprovetheaocmacyofrates'
_andtoreduoethempactofselecuononMedwarepayments : . _

-0 Conduct demonstranons ona competrtwe pricing methodology, under wlnch Medlcare 3
payments to plans would be based on plan b1ds

.0 Create a partml-nsk payment alternative to the current inefficient cost payment optlon.
Under the partial-risk payment methodology, plans would be paid on a fee-for-service
basw subject to an annual limit. Plans would share i msavmgs achieved belowthe limnit. -

| | Specxﬁc savings proposals are dlscussed in Sec_uon v lmder'_“Medmre Ma.n_aged Caxe.”




m FOSTERING CONTINUOUS IMI’-ROVEMENT IN HEALTH PLAN QUALITY -

The plan would enhance quahty assurance by btuldmg on existing mechamsms and cooperatwe
efforts with national organizations. Under the plan, the Admxmstranon would

-o Createparlnershrpswrthpubhcandpnvatepmehasers, consumer groups, and managed _
' care plans to focus on developing population-based outcome measures and encounter data
systemsthatcotﬂdassmquahtyofcare _

o0 Collaboratewrmnanonal quahtyassuranee orgammonsto developplanperformanee
- indicators relevant to the Medicare population.

o Exped1te the process for tenmnanng non-comphant plans and expand authonty for
- intermediate- sancnons (e. g freeung new enrollment)

0 Develop a proposed regulation (to be released in August 1997) establishing consistent
: standards for quality assurance and performance measurement. These standards, when -
.implemented, would replace the “50/50" rule, which requires Medicare and Medicaid
membership not to exceed 50 percent of total plan enroliment. As an interim measure, _
- they would give the HHS Secretary authonty 1o waive the “50/50" rule in spec1ﬁed
circumstances.

o Giveplansthe opﬁon-of.conn'aeﬁng with an independerit organization, approved by the
- m{SSecmry,wea'ﬁfythaﬂleplmhasmetim&nalquaﬁtymcemquhemmts;

IV. BENEFICIARY INF ORMATION/LEVEL PLAYING FIELD

) The plan would develop mfonnanon to help Medxcare beneﬁclanes beeome more informed
about their choices, and level the playing field for Medleare managed care plans and Medncare

. supplemental coverage. ’I'heplan would.

o Authonzethem{SSecremryto(l)devdopsmdardwedwmpuanvematmalsfor .
B beneficiaries about managed care and Medigap plans, and (2) contract out to a third-party
to provide enrollment and disenrollment activities for Medicare managed care plans. To
assmeadequateﬁmdmg,anplanswouldeonmbmetotheeostsoftheseacuvmes -

o Work with the National Association of Insm'anee Comrmsszoners to develop an approaeh
to standardize additional benefits offered by managed care plans and to move to '
commmty rating of Medigap policies.




o  Eliminate barriers to beneficiaries enrolling in the managed care or Medigap plan of their .
©. . choiceby: (1) establishing an annual 30-day simultaneous open enrollment period for all
' managed care and Medigap plans; (2) giving newly-entitled beneficiaries a special open
. enrollment period; and (3) allowing beneﬁc:ans leavmg managed care to re-enroll in
- Med:gapplans,mthomprejudme : .

o Strengthen current safeguards for managed care enrollees by protechng mrolle&s who go
' outside their plans to reoelve services without plan authonzauon. ;

V. EJG’ANDED BEN'EFITS

The plan strcngthens the Medicare benefit package by expanding coverage for important _
preventive care, and it takes steps to encourage families to keep beneficiaries in the community
and simultaneously avoid institutional costs for Medicare and Medicaid. The new preventive.
benefits include: annual mammograms for beneficiaries age 50 and over; waiver of cost-sharing -
- for mammography; several procedures for the early detection of colorectal cancer (including

barium enemas); blood glucose monitors and associated supplies and profwsxonal assistance for

.managmg diabetes; and mrmg Medicare payments: for prevennve injections. ,

‘The plan also estabhshes anewrwpnecarebeneﬁtforbeneﬁcmn&s with Alzheimer’s chsease or
other irreversible dementia. Under this benefit, Medicare beneficiaries with cognitive :

. impairment would be eligible to receive up to 32 hours per year of non-medical care, giving the

beneficiary’ smformalcaregwus(eg.,chﬂdren,spouse)abreakﬁomtheconsﬁntdemandsof -
canngforthsebeneﬁcran&s _ _ .

: .VI. STRENGTHENING MEDICARE

‘The Pr&sxdcnt s plan saves $124 billion over seven years (FY 1996-2002)1 and ensures thc :
solvency of the Hospital Insmance, or Part A, Trust Fund through at lmst the next dzcade

To achleve' these savm'gs, the plan modiﬁs Medicare paymen:s in a number of ways. The plan
ensures that Medicare acts as a prudent purchaser and provides incentives to hospitals for S
- efficiency by constraining updates for hospital operating costs, reimbursing reasonable levels for
capital costs, reforming medical education payments, reforming add-on payments for extremely
costly (i.e,, outlier) casw, and reformmg the rul&s govemmg transfm's from a hospital to 2 post-
acute care famhty :

1All savings and cost estimates for Medicare are from preliminary CBO scoring dated February 28, 1996.
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The plan also changes Medicare physician payments by (1) tying allowable volume growth, -
which in turn affects fee increases, to the growth in real gross domestic product (GDP) per capita
(plus an additional factor), and (2) implementing proposals that create incentives for physicians
to deliver quality care efficiently. In addition, the plan reforms payments to home health - -
agencies and skilled nursing facilities by establishing interim payment systems in preparanon for
rapid mplentauon of anew pmspecuve payment system. '

'I'heplanacmevessavmgsﬁ'ommanagedcarebytymggrowthmmanagedcarepaymentsto
overall Medicare growth per person. It also removes payments for graduate medical education
and disproportionate share hospitals from the AAPCC and redistributes all of the savings to
 ensure that teaching hospitals caring for Medicare managed care enrollees are compensated
d:rectlyforthecostofuammgphymcmns Finally, the plan maintains the Part B premium at 25
percent of program costs, reduces payments for durable medical equipment and ambulatory
_semeecemerserwces,ensmes_thatMed;earepeysforsemceson]ya.ﬁerabeneﬁcxaryspnmary
insurance has paid appropriately, reduces the regulatory burden on clinical labs under the
. Clinical Laboratory Amendments Act (CLIA), and employs awide vanety of slrong new

. mmatves to combat fraud and abuse. '

| VIL MEDICARE SAVINGS PROPOSALS
Part A --_ Hospital Insurance Trust Fund

Medicare Part A provides insurance coverage for hospital, home health, skilled nursing facility -
. (SNF), and hospice care. Most Americans age 65 or older are entitled Yo Part A coverage. This -
coverage is financed pnmanly through a payroll tax of 2.9 percent, paid equally by the individual -

- and employer. Redctions in Part A expenditures, combined with reform of the home health . °

- benefit, will extend the solvency ofﬂlePartATrustFlmdﬂn'oughatleastthenextdecade :

Under MedJcare, hospltals are paid in one of two ways. Most are pa1d under a prospectxve

* payment system (PPS), under which fixed hospital payments per admission are established based
on a patient’s diagnosis before servwesareprowded. Certain specialty hospitals (i.e.,
rehabilitation, childrens, long-term care, and psychmnc care hospnals) are paid based on then' '
costs in a base year. .

currentlaw mpanenthospxtal prospecnve paymentratesa:etq)da:edannually bya

“market basket index™ that reflects inflation in the prices of operating an inpatient facility.
" The update has often been reduced in past budget reconciliation acts — in OBRA 1993, it

wasreducedbybetweeno5and25percenta.gepomtsmFY1994-1997 Anupdateof
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" less than the full market basket is given to reflect anticipated productivity gains and
provide an incentive for hospitals to increase eﬂiclency This proposal would reduce
the hospital market basket index update for prospectively paid hospltals by 15

~ percentage points for esich year between FY 1997 and FY 2002. For 1997, ahospital
paid under the prospective payment system would receive about a 2.1 percent increase
rather than about a 3.1 percent increase (which reflects the current law reduction of .5 .
percentage point for that year). The proposal would continue the OBRA 1993 reductions,
therebyehmnahngasuddenmcreasembasehnewendmgthatwoﬂdoocmmder '
current law. The Prospective Payment Assessment Commission (ProPAC), created by
Congress to offer advice on policies affecting Medicare payments to hospitals and other
facilities, recommends amarketbasketreducuon of1.5 t0.2.0 percentage points for the
short term. _

- This proposal also would reduce the npdate by 15 percentage pomts in FY 1997-
2002 for hospitals that are exempt from Medicare’s hospital prospective payment
_system (i.e., psychiatric, rehabilitation, long-term care, cancer, and children’s

~ hospitals). This proposal also would reform the methodology for paying PPS-exempt
facilities. Exempthospmlswouldconnnuetoberembm'sedbasedonthen'costsma

- base year, subjecttohm:ls,bmthebaseyem'wouldbeupdatedtousemorerecentdam.
Cost limits would be subject to a ceiling of 150 percent of the national average and a
floor of 70 percent of the national average (specific to each type of facility). Facilities still
would be eligible for payments above their limits under certain conditions, but incentive
paymentsforfacxhtneswhosecostsarebelowthelrmgetsmuldbeended.

* Seven-year savmgs from reducmg the hospltal market basket index update are $19.7
‘billion. Seven-year savings from redncmg the PPS-exempt hospital market basket
index npdate are $1.1 bilhon. ' _ . ‘




: R al Capital Pavme Hospltals receive -
'payments for their capxtal-related costs (e g consu'ucuon, maintenance) based onthe
- pumber of Medicare patients they treat. This proposal would set future hospital
capital payments by updating 1995 capital rates for inflation. In effect, this

proposal permanently captures the savings from the OBRA 1990 capital provision,
which limited payments for capital under PPS to 90 percent of what they would
have been under a reasonable cost system. Without this extensmn, capital payments to
hospitals increased about 16 percent in FY 1996. ‘This proposal could be considered an

. efficiency adjustment to recoup excessive Medicare capital reimbursement of the late

1980s. In addition, the current base amount reflects overestimated capital costs, and
- . should be modified to reflect more accurate data. The Office of Inspector General -
. reeommends tha1 eapital payments be redueed to prevent ovetpaymentto hospitals.

: In addition, this proposal would pay 85 percent of capml costs for PPS-exempt hospitals
' and units for FY 1997-2002. _

‘Seven-year. savings from lmutmg capital payments to prospecuve payment hospitals |
are $6.1 billion. Seven-year savings from limiting eapxtal payments for non-.
prospective payment hospltals are Sl.4 billion. . :

Refor ) ita] Reimbursemerit Haspmlsthhaverage staysof
moxetbanZSdaysbyallpanemsareconsxderedlong-temeerehosprta]s These .
hospitals are currently exempt from the prospective payment system. This proposal

. . would make new long-term care hospitals subject to the PPS, effective upon

- enactment. PPS has proven to be an effective mechamsm for i mcreesmg efﬁclency and
' controllmg costsmothermpanemhospm]s. o

: .Seven-yeax: eavmgs-_are $0.7 bilhon.

- i Refory Med:eerepayswachmghospltals fora
‘ shareoftheduectﬁe”resxdunsalmesandmngebeneﬁts,teachmgcosts,and :
institutional overhead) and indirect costs they incur in providing graduate medical
education. The indirect costs are reimbursed through the IME adjustment to the
diagnosis related groups (DRGs). But direct costs are based on Medicare’s share of
hospital-specific, per resident amounts that reflect a hospital's 1984 cost per resident,
mdexed for increases in the level of consumer prices.



~ This proposal actually contains three individual proposals, including two program -~
expansions.? Most experts agree that the current GME and IME payment methodologyis
flawed. ProPAC analysis suggests that teaching hospitals are overcompensated, g
especially in terms of the IME adjustment, and there is general consensus (e.g., Council

~ of Graduate Medical Education, the Physician Payment Review Commission) that .

- GME/IME payments encourage hospital-based specialty training at the expense of
primary care training. This proposal is designed to slow the growth in Medicare spendmg
ongmduaxemedmaleducanonwhﬂemcomagmgmorepnmarycaretrammg ..

Seven-yedr savings are S7 4 bllhon.

proposal wonld estabhsh the Natxonal Comlmssmn on Medlcal Eduumon and
Workforce Priorities within the Department of Health and Human Services. The .
Commission would: (1) develop and recommend policies to addréss the preservation of
academic health centers’ research and educational capacity and the supply, composmon,

: andsupponoftheﬁ:tmehealthcareworlcforoe' and (2) make recommendations .~
concerning the most effective allocation of training resources to ensure that the numbers

- and competencies of health care professionals are responsive to national needs. -

There are no Medicare savings or costs associated with this proposal.

The three proposals would: . (l) capd:etotalmmbcandﬂaenmber ofnon-prmarymmdency .
positions reimbursed under Medicare at the current level; (2) count work in non-hospnal settings for IME; and (3)
allow GME payments to non-hospitals (¢.g., Federally Qualified Health Centers) for primary care mduns in those
settm,s, when a hospml is not paying for the mxdent s salary in that semng,



 Telemedicine. Telemedicine uses telecommunications technology to provide patients

with real-time interactive examination and consultation from medical professionals who
are at a remote site. This proposal would establish a grant program to support the
development of telemedicine networks in rural areas. _

E : ant Program. Th:spmposalwouldstabhshagmntprogramto
demonstatetheeﬂecuvmofomeachwpopulanommnnalmsthatdomt

normallyseek,orhaveaccssto healﬂxormentalhealthservxm

Seven-year investment for both telemedicine and the rural health outreach grant

program is 30.2 billion.

" MMMM& OBRA 1989 estabhshed a Medicare Dependent ;

Hospitals classification, which allowed small rural hospitals with more than 60 percent of
their utilization from Medicare pahmtstomcewehxgherpaymentsbamdonthemethod R
Sole Community Hospitals. This classification was discontinued as of FY 1995. This
provision would once again reinstate the classification and allow Medlcare

- Dependent Hospltals to receive hlgher paymis.

Seven-year investmerit is. So.l bilhon. -

RPCH) TheRPCHprogramwekstoprservermal

- mxdents accws tohOSprtal - by allowing certain hospitals to convert to limited
- service, short-stay hosptta]sandrwuve reasonable cost reimbursement. The program is

currently authorized in only seven states. This proposal would make several

improvements to the RPCH program, including: extending the program to all states,
expanding the allowable number of beds, extending the allowable length of stay and
establishing a minimum separation distance between RPCHs. This proposal also

" would eliminate the Essential Access Community Hospital (EACH) designation for
. new hospitals, while allowmg existing EACHs to continue to be pa;d on a reasonable
cost basis. _

| .Seven-yearj investment is $0.2 billion.

ing jmits Freeze Medlcarepaysfor
covered home health services on a cost basxs, subJectto hmltsthat are updated annually. -

" OBRA 1993 eliminated the update for home health cost limits from July 1, 1994 to July
1, 1996. Although this proposal would not extend the freeze, it would permanently
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extend the savings reahzed from settmg fntnre home health limits by not allowmg
for the inflation that occurred during the freeze. Without new legxslanon, spend.mg
would revertto pre-frem levels.

Reform Home alth Payment Homehealthserwosmoneofthefastestgromg -
. areasofMemwea:pmdmmmdthmmmdespmdwnsensusthatthehghrateof
growth in home health expenditures must be addressed. This proposal combines three
individual proposals designed to reform the reimbursement system for home health
semces,mproveﬁnancmlmanagemem,andoomlﬁaudandabuse :

1. Establisha Prospecuve Payment System (PPS) for Homie Health Semoes Medlcare o
reimburses home health agencies on a cost basis, subject to limits. - However, Medicare’s
retrospective reimbursement rates often contribute to increased expenditures by failing to

~ control volume. This proposal would constrain growth in expenditures through

‘lower cost limits over the short run and implement a per-episode PPS for home
health in 1999. Budget-neutral rates under the PPS would be calculated after first
reducing, by 15 percent, expenditures that exxstonthe last day priorto unplemanon.

"HCFAis cm-rently Tunning a demonstrauon to testa per-eplsode home health PPS.

This proposal would take the followmg mtenm steps to help rednce home health
costs and control volume: _

. Begmmng October 1, 1996, reduce the current cost luntts from 112 peroent of
the mean to 105 peroent of the median. :

. Begmnmg October 1, 1996, mplement an addlhonnl limit, based npon ;

' aggregate per beneficiary costs in a base year. Payment would be the lesser of:
(1) the actual costs (defined as Medicare allowable. costs paid ona reasonable cost -
basis); (2) the per visit cost limits; or (3) a new agency- speuﬁcperbm:eﬁcmy -
annual limit calculated from 1994 reasonable costs. Effective January 1, 1997, or -
as soon as feasible; the agency-specific per - beneficiary limit would be modified to
provide for regional or national variations in utilization by calculating the limit
through a blend of 75 percent of the agency-specific cost or utilization in 1994
w1th25peroentofthenanonalorreglonaloostortm1monml994 '

' Home health. agencles (HHAs) w;th costs or unhzanon expenence less than 125
percent of the mean national or regional aggregate per beneficiary cost or
utilization experience for 1994, and with year-end costs below the agency-specific
per beneﬁcm'y limit, would share 50 percent of the savings for FY's 1997-1999.
The shared savings, however, could not exceed 5 percent of an agenty’s aggregate
Medicare reasonable cost in a year. The interim rexmbursement mechamsm
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adjustment, Mechcam recognm the h1gher md:rect costs that teachmg hospltals incur in

. running a teaching program (e.g., additional tests and procedures that residents may order .
- as part of their training). -Currently, the IME adjustment is based on a teaching hospital’s

ratio of interns and residents to beds (IRB), with payments increasing by about 7.7 .
percent for each 10 percent increase in-a hospital’s IRB. ProPAC analysis suggests that
- the current IME adjustment overcompensates hospitals. It recommends initially reducing
_ theadjustmemw7percemand,mtheﬁmne,ﬁmherred1mng1ttoalevelthat )
corresponds more closely with the actual relationship between teaching intensity and
costs. Health Care Financing Administration (HCFA) data also suggest that a lower IME
adjustment would more accurately reflect what teaching hospitals actually experience. -
“This proposal would reduce the IME adjustment to 6.5 percent in FY 1997 63
pereenthY1998 and6pereenthYl999andtherufter o

Seven-year savmgs are $6.3 bilhon.

Egﬁn&mmnmmmhndglm Cmrently, hospitals are eligible for additional
payments, called outlier payments, when they serve long-term patients or those who

require exceptionally costly care. When the outlier amount is paid, teaching and :
- disproportionate share (DSH) hospitals also receive additional IME and DSH payments
. added to the outlier payments. This proposal would eliminate increased IME and -

. DSH payments that are attributable to the outlier payments, but would allow
hospitals to count IME and DSH as part of costs that trigger outlier payments,
effective FY 1997. Consequently, teaching and DSH hospitals would recéive a greater
- portion ofoutherpaymems PmPAC supportsthxs changeasbemgconsxstentmththc
mtentofthePPS IR

| Seven-yenr savings are $3.2 billmn.

-Rg@_eﬂggﬂgmmm_ Ctn:rently hospmlsthatmovepanentstoPPS-exempt
facilities and SNFs “discharge™ the patient and receive a full DRG payment. This policy

overpays hospitals and contribittes to higher post-acute expenditure growth rates, because
these sites end-up caring for more acutely ill patients. Under this proposal, movinga
patient from a PPS hospital to a non-PPS hospital or SNF would be considered a
'hospital “transfer” rather than a discharge. Reimbursement for each transfer
reimbursements would be made on a per diem bas:s, subject to a cap equivalent to
the DRG payment. _ , _

Seven-year savings are 35 billion.



ion. Currenﬂy, HCFAIS conducunga

' demonsn'anonthatpays 10 facﬂruw, conmdered centers of excellence,” a flat fee to
provide cataract or coronary artery bypass graft (CABG) surgery. The facilities were
selected on the basis of their outstanding experience, outcomes, and efficiency in
performing these procedures. This proposal would expand centers of excellence
-demonstrations to all urban areas by allowing Medicare to pay select facilities a
single rate for all semees associated with CABG surgery or other heart procedures,
knee surgery, hip surgery, and other procedures that the HHS Secretary determines
appropriate. This approach gives hospitals incentives to provxde high quality care more
eﬂiclently Beneﬁcxanes would not be requ.u'ed to receive services at these centers.

| Seven-yenr savmgs are $0.2 bxl]mn.

Solacemmmmmm;cs.cm. SCHsmthesolesomeofmpanentmm

: msonablyavulablemageographlcarea.PaymentsforSCHserwmarecun'enﬂybased .

on FY 1982 or FY 1987 costs (updated annually) or a standard federal amount. This .
proposal would base SCH payments on FY 1992 and 1993 costs, althongh SCHs '
could still be paid based on updated 1982 or 1987 costs or the federal rate if it would

yield higher payments. ‘

' Seven-year investment is $0.3 bilhon.

Rmﬂ_&gfg:ﬂ_%m_ TheRuralRefeual Cemerdmgnanonlsaspecmlclassxﬁeanon '
. for large rural hospitals that provide a large amount of specialized hospital services. This
- proposal would allow hospitals designated as rural referral centers as of FY 1994 to
continue to be treated as rural referral centers. This proposal also would increase
the wage adjustment for rural referral centers whose wages are between 100 percent _
and 108 percent of the average wage in their area.

Seven-year mvectment is $0.l bilhon.
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would be in effect until a fu]l per-epxsode home health PPS is- lmplemented in -
1999 . _ :

2. Ehrmnate Penochc Intenm Paymems (PIP) for HHAs — PIP was stabhshed to help
- simplify cash flow for new home health providers by paying them a set amount on a bi- -
weekly basis. Then, at the end of the year, PIP is reconciled with actual expenditures.
- But, with about 100 new HHA's joining Medxearemh_mgmh, access to home health care -
. mnolongerapmblem,andnewpmvxdersnolongerndelPtoencomagethemto ' >
participate in Medicare. Further, the Office of Inspector General has found that Medicare
-+ tends to overpay providers who receive PIP, and has ahardumerecovmngthemoney

This proposal would eliminate PIP for home health agencles snnnltaneons with PPS
nmplementahon. . _

- 3..Base Paym'ents onLeeaﬁon of Service Delivery — HHAs are often established with a

B home office in an urban area and branches in rural areas. When HHAs bill Medicare,

payment:sbasedonthehlgherwagemeforthembanarea, even though the service
delivery occurred in a rural area. Under- this proposal, payments would be based on
the location where the services are raulered, not where the services are bzlled,

' begmnmg January 1, 1997. _

Total seven-year savings fmm home health reforms are $9.l bilhon.

ift Financ - Be Part B Thlsproposaldlvules _
_theﬁnancmgoftheMedwanhomehealthbeneﬁtbetweenPartAandPartB— o
without changing general coverage and eligibility rules or imposing any beneficiary
cost sharing. Under this proposal, effective in FY 1997, the first 100 visits following.a
three-day hospital stay would be reimbursed under Part A.' All other visits, including
those not following hospitalization, would be reimbursed under Part B. (Part B visits -
wouldnotbesubjectmtherBcomsmceordeducﬁble,thlsshlﬁalsowouldnot _
impact the Part B premium.) For those beneficiaries who are eligible for only Part A or
Part B, the benefit would be ﬁnaneedcomplefelybythepan for which they are eligible.
Thspmposalalsowoﬂdclmfycmemmhcyonthedeﬁmhonsof‘ﬁntermuenf’md
“part-time or intermittent” skilled nursing and home health aide services. By creating a
- post-hospital home health benefit under Part A, this proposal would recognize that Part A -
~ covers only acute care services. ItallowsPartBtoﬁnaneethelonger-tenn,andmore
expensive, portion of home health services. And by restructuring the home health benefit
sothatPartBbearsmoreoftheeosts,thzsproposalwouldextendthesolvencyofthePart '
ATrust Fund. -

Medicare spending shifted from Part A to Part B over seven years is $62.1 billion,"
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Sa R ' imits Freeze PaymentsforSNFrome :
,' smcesaremdeonareasonablemstbams,subjectmcermnSNFwsthmtsthatm -
' updated annually. OBRA 1993 eliminated the update for FY 1994 and FY 1995.
Beginning in FY 1997, SNF routine payments would not reflect the effects of the freeze. |
- Although this proposal would not extend the freeze, it would permanently extend
the savings realized from setting future limits bynot allowmgfor the inflation that
' -occnrreddunngthefrem.

R Reil ment System WrthmMedxcarc,theSNFprogxamxsoneof
thefasmtgrowmgbeneﬁts with both increased volume and costs driving the overall -
increase in SNF expenditures. SNFs provide daily skilled nursing care to Medicare
- beneficiaries for conditions related to a prior hospitalization. Medicare reimburses SNFs
onacostbas:s,subjecttooertamhmﬂs For SNFs, limits are applied only to the routine
" services (i.e., roomandboard,nmsmg,admmxsmon,andotheroverhead),ancﬂlary o

. (e.g., drugs, physical therapy, speech therapy) and capital-related costs are not subject to

.any limits. Medlcarescmremmtrospecnvcrennbmsemmtrat&sconmbmetonsmg o

' expendmnes by prov.tdmg mcennmtomcreasecosts i .

Tlus proposal wonld make. the followmg changes in SNF relmbnrsement:

»  ‘Establish an interim prospect:ve rate for routme cosis,begmnmngY1997 '
These rates would be based on facility-specific costs, subject to regional i
-hmts.l'heregmnalhmxtswouldbebasedondamﬁ'omfrestandmgSNFsonly )
'Freestanding SNF's tend to have lower costs than hospital-based SNFs. SNFs
woﬂdbere:mbmsedtmderthxssysmnmulaﬁﬂlSNPPPS:slmplememedm
FY 1998."

I Elnmnate new prov:der uemptmns and new exceptlons to the cost hmts,
* beginning in FY 1997. Currently, new Medicare SNF providers are exempted
from the cost limits for three to four years. These exemptions allow SNFstobe -
- reimbursed for inflated costs for several years. . An exception currently is provided
. for SNFs that provide atypical care (e.g., sub-acute care) or are forced to operate
o .mderexu'aordmarycu'cumstanm(eg., earthquakes, hurricanes). In the case of
. exceptions, an upward adjustment to the cost limit is determined. Exceptions.-
- eﬂ‘ectwely allow SNFs to fully bill Medicare for more costly sub-acute care
* services, which Medicare reimbursement would not completely cover. SNFs that
had exceptions in the base year would be protected under a hold harmless :
provision, because the limit plus the exception amount would be included in the




baseyearcost. ’I'heI-II-ISSecretarymayalsomakef\mneadJusunents based on
casemn:,totherouhnepaymentrats o

Establ:sh lunrts on ancillary services. Ancillary services would be sﬁbject to
~ limits based on amounts payable for s:mﬂar services on a fee-for-smce basxs
under Part B. _

. Require consohdated billmg, begmnmg in FY 1\997 The HI-IS Office of

InSpectorGeneralandothm'shavereportedthatsomePartB suppliers bill

Medicare for supplies that were never delivered to nursing home residents.

This proposal would require SNFs to bill Medicare for all services its .

- residents receive (except the services of physicians, certified nurse midwives, -

psychologists, hospice services, and nurse anesthetists), prohibiting payment ,

to any entity other than the SNF for services or supplies furnished to- :

- Medicare-covered inpatients. SNF's also would be required to include HCFA -

- Common Procedure Codes on their Part B bills. This proposal will reduce
double billing for some supplies and services and reduce beneficiary PartB
copayments for services covered under Part A. It also will provide data necessary
to construct a SNF PPS rate that covers ancillary services. (This proposal is '
discussed in the “Eliminating Waste, I-‘raud, andAbuse sectxon.)

. 'EstabhshafnllSNFPPS begmmnngYl”& 'l'heprospecuveratewould
be designed to cover all three (i.e., routine, ancillary, and capital-related) SNF
costs. Budget-netmalmunduthenewsysmnwouldbecalculatedaﬁaﬁrst

;educmg,byjperoem, rates that exist on the last day of FY 1997,
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mmmmg_m Aspartofthelr SNF ea:e, Medlcarebeneﬁcxanesare
eligible for occupational (OT), physical (PT), speech, and respiratory therapies. While
some SNFs employ their own therapists, many use contractors to provide these services.
In the latter case, either the SNF or the contractors can bill Medicare.. Medicare spending
. on therapy services has risen sxgmﬁcantlyover&elastseveralyears,andMe&wehas
'.estabhshedsalaryeqmvalencygmdehnesforPTandmpmorythel'apy These o
guidelines determine the maximum Medicare payment for this service. However, similar
guidelines have not been developed for OT and speech-language pathology InaMarch
1995 General Accounting Office (GAO) report, GAO found that Medicare needs tighter
rules to curtail overcharges for nursing home thérapy and recommended that HCFA set
limits to ensure that Medicare does not pay more for therapy services than other health .
care purchasers. This proposal would apply salary equivalency guidelines for OT. and

~ speech language therapy and update the enstmg PT and recpn'atory therapy -
_ glndelmes, eﬂ'ectlve October l 1996 L

Total seven-yeo.r savmgs from SNF reforms are 38.3 bllhon. (Note Some savmgs -
from the consohdaxed billing and therapy gmdelmes provisions are atmbutable to Part B )

9 i ed Care Whﬂemmagedcareappearstohavereduoedpnvate
healthearecosts,smdlesmdwatethatxtdoesnotreduoeMedxca:ecosts,duetoaﬂawed

- payment methodology and favorable selection. Under current law, Medwa:exsreqmred
‘topayHl\dOsaeapltatedraoeequa]to95percentoffee-for-servxeecosts :

This proposal includes several polmeo toi unprove the current payment . |
methodology It would: _

LS Reduoe cnrrent geograplnc vanatlons in managed care paymmt rates. This
proposal would raise payment levels for certain counties, encouraging HMOs to
enter new markets and provide more beneficiaries with a choice of plans. Italso _
would limit payments for counties whoserateshavebeenmﬂatedbyhgh servme '
utilization in the fee-for-servxoe sector ‘ -

> " Tie managed care payment growth to overall Medlcare expendltnre growth
per person. This growth rate allows fora faxr and reasonable mcrease in

: managedearepaymems.

+  Eliminite the GME, IME and DSH payments incladed in EMO rates;
redistribute these funds to teaching hospitals and managed care plans with
teaching programs. These payments would be dlstnbuted directly to academic
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: medxcalcenters andtoI—MOsthatnmthexrownremdencyprogmms(ie incur .
- most of the costs of an approved resxdency program) '

» - Conduct a competitive pricing demonstration to test a market-based
"~ alternative payment methodology. Under the demonstration, rates to all HMOs
in an area would be established using a competitive pricing methodology. It is
- partofa long-range strategy to lmprove the paymem methodology for managed
care products. - _

_ Seven-year savings from revmng the Medicare managed care payment methodology
are $23.7 bilhon. (Note: Some savmgs ﬁ'om thxs provmon are am'ibtnable to PartB.) -

Part B Snpplementary Medxeal Insnranee Trust and '

Medicare Part B provides insurance coverage for physxcmn servxees, hosprtal outpanent services
(mclud.mg diagnostic testing and ambulatory surgery), clinical laboratory servjces, durable -
medma] equipment (e.g, wheelchairs, oxygen services, medical supplies), and other medical .
_services. Payments for physician fees, clinical laboratory services, and durable medical
equipment are based on fee schedules. Payments for other services reasonable costs or
~ reasonable charges. The program provides for annual updates of based on payment amounts to
' reﬂectmﬂatlonandotherfactors, o

Part B coverage is vohmtary' almost all of those who are eligible for Part A coverage choose o
- buy Part B coverage. Part B is financed through (1) beneficiaries’ monthly premiums which will

o continue to cover25pereentofprogmn costsmdermeAdmmstrauon sprOposal,and(Z)
2 general Federal revenue. :

Eachyear,thefeespaldto doetorswho serveMedlem'ebeneﬁclmesareupdatedto
account for medical inflation. In addition, the update is adjusted according to a formula
that compares actual spending on physicians® services to a spending “standard” ~ .
established each year according to aeomplexstatutoryfonnula. Forpu:poses of updating -
fees, Medicare divides doctors’ services into three categories: surgical services, primary
care, and all other services (e.g., diagnostic tests). Because of different growth rates and
spending standards, the three categories have received different updates each year since
1992, when a major payment reform was mplemented. -
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Between 1992 and 1995, the basic paymems mcteased as follows: 29. 7 percent for
 surgical services, 19. 6pa~oentforpmnarycaresav1cs,and 13.8 percent for medical

* services. The Physician Payment Review Commission (PPRC) has stated repeatedly that -
these different rates of increase are inconsistent with the basic principle of physician g
payment reform - i.e., physician fees should vary only accoxdmg to the relative amount

- ofmomusedxoprovxdeserwm L

This proposal would implement several PPRC recommendations to improve the

" physician payment system. First, a single conversion factor would go into effect in
- 1997 (the conversion factors for 1996 will be at the levels established by the HHS
Secretary under current law). Second, the single conversion factor for 1997 will be based
- on the 1996 conversion factor for primary care services ($35.42), updated for 1997 based
on performance relative to the overall Medicare Volume Performance Standards (MVPS)
- for FY'1995. Third, to set spending growth targets beginning with FY 1996, the MVPS -

" would be replaced with a sustainable growth rate based on growth in real GDP per capita
plus one percentage point (rather than historical volume and intensity growth). This . ,
policy would affect updates to.the single conversion factor beginning in 1998. Fourth,an-'
‘upper limit on fee increases of 3 percentage points above medical inflation would be set. .. .
Andﬁﬁh,thelowerhmnonfeemmsswouldbemcreasedﬁ-omSpercenlagcpomtsto__ o

- 825 percemage pomts

Seven-year savmgs are 813.5 bilhon.

M&.Smglgzmmiox.s.mm Unducermncondmcns,Medacarewﬂlmakean -
amapaymentforeachphymcmorotberpmcbtonerwhoasmssthepnmarysmgeon )
during an operation. These “assistants-at-surgery” are paid a percentage of the fee paid to
the primary surgeon. - Both the Rand Corporation and the PPRC have reported that there -
' is substantial geographic variation in the use of assistants for the same surgical procedure.
Th:sewdencesugg&stsalackofmedwalconsenmsontheuseofasastants which.
sggststha;msomecass,ﬂaeuseofanass:stam-at-smgaymaynotmeetthecntena :
formedlcalnecessﬂy ' : . :

Tlus proposal wonld make the same payment to- pnmary sargeons, regardless of
whether they use an assistant-at-surgery for whom Medicare makes a separate
payment. In effect, Medicare’s payment to the primary surgeon would be reduced by the
~amount of the payment for the surgeon’s assistant-at-surgery. The HHS Secrctary would

_ _.specxfyexcepnonsforspeclﬁcprocedmsorspecmlsmmnons

Se_ven-year savings are $0.6 billion.
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Medicare’s fee schedule payment for each physman service is made up  of three parts
payment for the physician’s work, payment for overhead costs or “practice expenses”
(e:g., office rent, employee wages), and payment for malpractice insurance costs. On -
average, about 41 percent of each payment is for overhead costs. Unlike the. payment for
the physician’s work, which is based on an esnmate of the actual resources involved in
providing a service, practice expense payments are based on historical charges. In some -
cases, this distorts the fee schedule,becausethemulnngpracnceexpensepaymentls

inappropriately large relative to the. woﬂ: payment.

In 1993, Congress considered leglslanon to nnplement a pennanent, resource-based
payment system for practice expenses. To address the existing payment distortion and
begin the transition to the new system, OBRA 1993 reduced practice expense payments =
for certain services. Forserweesmeenngeertamcondtnons,theexcesspmcnceexpense
payment is reduced by 25 percent of the difference in 1994, 1995, and 1996, subject to a
limit on the total reduction. Because it intended to have a permanent solution to the
payment distortions in place by 1997, Congress limited the cut to three years (through
1996). However, legislation mandanng the permanent solution was not passed until late
1994, delaying the new payment system until 1998. This proposal would extend the -
OBRA 1993 practice expense payment cut for one more year (i.e., through 1997) .

. - and reduce the limit.on the reductlon from 128 pereent to 115 percent of the B

' _physncxan work payment. - . :

~ Seven-year savmgs are $0.7 bilhon.

research has found w1de vananon among hospttals inthe volume of phystcum servtces
per admission, even after adjusting for case severity, teaching hospital status, and
disproportionate-share status.- Given a limited consensus on clinical practice guidelines
and regional differences in practice styles, some amount of variation in volume and

~ intensity is inevitable. But this variation in the volume of physician services suggests

- there is room for efficiency improvements. - This proposal would create incentives to -
encourage physxctans with thh-volmne mp@ent praenee styles to become more
efficient. '

This proposal would lnmt payments to groups of physxcuns practxcmg in hospltals
whose volume and intensity of services per admission exceeded 120 percent of the
national median for urban hospitals (125 percent in 1999 and 2000) and 140 percent
for rural hospitals. For each physician practicing in hospitals above those limits, 15
percent of each payment would be withheld during the year. If the physicians collaborate
in order to efficiently manage the volume and intensity of the services they provide
during the year, the physicians would receive the withheld payments, plus interest at the
end of the year. The policy would not be implemented until 1999, to give physicians
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time to orgamze themselvs 10 comrol volume and mtensrty whﬂe mmntm.mng the
dehvery of h1gh-qua.hty care.

Seven-year savings are $2.3 billion. _

prov1ded by physman assxstams, nurse pracuuoners and clinical nurse spec:a.hsts - but
only in limited settings (primarily rural areas and nursing facilities). This proposal

~ would expand coverage to include home and ambulatory care settings in which a -
separate facility or provider fee is not charged. Further, these providers would have
the option of billing Medicare directly for covered services (as opposed to recewmg the -
payments through theu' employer) ' . :

Seven-yea_r ili.vﬁtment is $0.7 billion.

‘_‘Eg&nabl_gojf_ams‘ Although there are several pa)ment methodologm for services
delivered in the hospital outpatient setting, some outpatient department services are still
made on a reasonable cost basis.. OBRA 1990 reduced payment for these services by 5.8
percent for FY 1991-1995. OBRA 1993 extended this reduction through FY 1998. In
.bothoass,solewmmmnyhospmlsmdrmalpnmarymhospmlsmexemptﬁom

. this reduction. This proposal would permanmtly extend the 5.8 percent reduction.

: Hospml ouq:anent deparunmls reoexvepaymems forthar oapltal-related costs (e 8o
construction, maintenance)-based on the number of Medicare patients they treat. OBRA
1990 reduced payments foroutpauentdepamnentcapml costs by 10 percent for FY
1992-1995. OBRA 1993 extended this reduction through FY 1998. In both cases, sole
community hospitals and rural primary care hospitals are exempt from this reduction.

~ This proposal would permanently exterd the 10 percent reductio'n.

) - ment CmemlawreqmmMedlcaretousea
) -ﬂawed formula to oalculate paymmts for most ambulatory surgeries, radiology

" procedures, and diagnostic services perfonned in hospital outpatient departmenxs For
these services, Medicare’s payments are not reduced by the full amount of beneficiary =
coinsurance. Thus, the Medicare payment is hlghe:r‘than it should be, and hospitals have
an incentive to increase charges, which also increases costs to beneficiaries. This - -
proposal would correct this so-called “formula-driven overpayment” by allowing
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| Med:eare to fully deduct beneﬁcmry coinsurance payments recelved by the hosplta.l
" before the program makes its payments.

. Seven-year savmgs from the three OPD proposals are 815.0 billion. |

cunent ompanent payment methodologm do not create mcenﬁves for prov1dets to
operate efficiently, and allow beneficiary coinsurance to grow as a percentage of total
outpatient payments. This proposal would implement a PPS for outpatient
department services, starting in 2002. The new PPS would be designed to limit

... growth in Medicare outpatient expenditures by providing incentives for provulers to"

operate efficiéntly, and gradually reduce. beneﬁcxary coinsurance as a percentage of
. total outpatient payments. ' _

. Thls proposal would be unplemented ina bndget-nentral manner.

eqmpment covered by Medlca:e meludes 1tems rangmg ﬁ'om electric heat pads and
wheelchairs to oxygen equipment and hospital beds. Medicare also covers artificial limbs
“and other prosthietic and orthotic devices, Medicare's fees for these items are based on fee
schedules that are updated annually by the consumer price index for urban consumers
(CPI-U). Durable medical equipment is one of the fastest growing areas of Medicare
~ spending; CBO's most recent projections (December 1995) show Medicare spending for
these medical items growing by over 13 percent per year from 1996-2002. This -
proposal would freeze updates for durable medical equipment, and orthotics, and
prosthetics from 1997-2002. It would also reduce overpriced payments for oxygen

and oxygen equipment by 10 pereent begmnmg in 1997.

~ Seven-year savings are,$2.3 bllllon, '

R 2 _ Medicare pays for
ambulatory sm'gxcal oenter (ASC) services on the basxs of prospecnvely determined rates.
These rates are updated annually for inflation using the CPI-U. OBRA 1993 eliminated
updates for ASCs for FY 1994 and FY 1995. Utilization of ASC services has escalated
rapidly since the mid-1980s. In addition, the number of ASC facilities has _mcreased
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Preventxve Services Beneﬁt Expansxons (all mn Part B)

- dramatically over the same penod, suggeetmg that Medicare’s payment rates are more
than adequate to cover facility costs. In 1984, there were 155 ASCspmuclpatmgm
Medicare; by 1993, over 1,600 ASCs were participating. - :
‘This proposal would reduce the annual CPI update for ASC fees by 2 percentage ;
points for each yeer between FY 1997 and 2002. ' :

Seven-yeer savings are $0.8 billion.

| Exm.&enrmtﬁmﬂm See dscnptlon on page 10.

ctend Pa _, - Program s. Premiums for 1991-1995 under
the Supplementary Medxcal Insmanee(SMI) programa:especlﬁedmtheMedware law.
OBRA1993settherthremmnatZSpercentofSMprogramcostsfor1996-l998

- Beginning in 1999, ﬂaepetcentagemcreasemﬂ:epremnnnwﬂlbehmnedtotheSocxal _
~ Security cost of living adjustment (COLA). This provision would permanently set Part
B premiums at 25 percent of SMI program costs. The monthly pre:mummcalendar
'year20021mderthxsproposa1wouldbe$67 50(pre1unmaryCBOesumate)

Seven-yeer savings (net of i interactions w:th Part B program savmgs) are S6.9
billion. _

N

: graphy Services AlthoughMed;carescoverageof

mammogmphy services began in 1991, only 14 percent of eligible beneficiaries without -

_ supplemenmlmsmeemcavedmammogramsdwmngﬂxeﬁrsttwoyeusofthebeneﬁt .

. One factor is the required 20 percent coinsurance. To remove financial barriers to women

~ seeking preventive mammograms, this proposal walves the Medicare eomsnrance and .
‘the dednctxble, effective Jannary 1, 1998. : o

eeni AT : Beneficis eT 0BRA1990_
mandated covexage of blannual screemng mammography for Med;eere beneficiaries over
age 65. This proposal would cover annual screening mammograms for beneficiaries -
age 50 and over, without coinsurance or a deductible, effective January 1,1998.

. Seven-year inve‘stment for both mnmmogr-ephy benefits is $4.8 billion.



: __Q_q_QthLSmng Effective January 1, 1998, this proposal would cover
four common preventive screening procedures — barium enema, colonoscopy,
sxgmoxdoscopy, fecal-occult blood test — for detection of colorectal cancers. Current

1aw prov1des for these procedm only as d;agnosuc services..

Seven-year investment is $0.8 billion.

Pavnes s for Prevent ections. Eﬂ'ectweJanuaryl,1998
thxs proposal would increase the payment for admmnstrauon of Medicare-covered
preventive injections, which include pneumonia, influenza, and hepatitis B vaccines. -

. Ttis expected that enhanced payment will increase utilization of these vital preventive

- services. The proposal would waive the Part B deductible and coinsurance for all of these
mjccuons . - :

. Seven-year invemhent is $0.5 billion. ‘

g ment Bepefi Eﬂ'ecuveJannaryl 1998 tlnsproposal
wou]d provrde Medxea.re coverage of diabetes ontpat:ent -self-management training
services rendered by a certified provider in an outpatient setting. The proposal _
would also allow Medicare to cover blood-glucose monitors and associated testing strips . -
as dm'able medical eqmpmem for both TypeII and Type I diabetics. - '

) Seven-year investment is 80.5 bilhon.

' Es_@blﬁhﬂm “This proposal wonld estabhsh a Medicare respite benefit
for beneficiaries with Alzheimer’s disease or other mversible dementia, beginning .-
in FY 2002. The benefit would cover up to 32 hours of care per year and would be
administered through home health agencies or other entities, as determined by the
- HHS Secretary The benefit wonld apply to home-based servneee as well.. -

Seven-yeor mvestment.xs _Sl.l -bilhon. |

—

 Medicare Parts A and B (proposals that affect outlays from both the HI and SMI Trust Funds)

Some Medicare beneﬁcmn&s have health coverage through an e ployer group health plan,
workers’ compensation, or automobile and liability insurance. In these cases, Medicare pays
after a beneficiary’s primary insurer, subject to certain restrictions and condlt_lons
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.cu:rentlaw Medlcmxsasecondarypayermderspecn.ﬁedcmmstanoeswhen . .
. beneficiaries are covered by, other third-party payers. Medicare is secondary payerto
workers’ compensanon, automobile, medical, no-fault, and liability insurance. To '

~ identify primary payers, OBRA 1993 extended, through FY 1998, the data match among
'HCFA, the Social Security Administration (SSA), and the Internal Revenue Service -
(IRS). In addition, OBRA 1993 extended, through FY 1998, an OBRA 1990 provision
making Medicare the secondary payor for ESRD beneficiaries who are enrolled in
employer group health plans for 18 months after they become eligible for Medicare
benefits. Finally, OBRA 1993 also extended, through FY 1998, an OBRA' 1990
provision making Medicare the secondary payor for disabled beneficiaries with
employer-based health insurance. Thls proposal wonld permanently extend these
three MSP provnsnons. - o _ _

Seven-year savmgs (PnrtA and B eombmed) are SS.6 billion.

_ ' Al erage. - This proposal wonld reqmre a
beneﬁcmry’s other insurance planto tell Medneare when that beneficiary is covered.,
Currently, Medicare has problems getting this information, resulting in billions of dollars . .
' in Medicare payments made on behalfof beneﬁelanes whose private msuranoe should
have covered the service. ' _

S i iary Paver Authority -'l'heSupremeCourtreeemlymvahdated
_ long-stand.mg Medware rules on MSP limiting Medicare’s ability to make collections in
eerta.mmtuanons Thnsproposalwonld darﬂyMed;eere santhonty '

-Elmmfmd_gn_Ahn&_ Tlns proposal (deseribed in the followmg section entztled
“Combating Fraud and Abuse”) would eliminate fraud and abuse in the Medicare

" by: providing Medicare with modern administrative tools to detect fraud, ensuring
- thatindividuals and entities who defraud Medicare are penalized or banned from -
* . the program; preventing participation by individuals and entities seeking to defrand
‘the program; and by mammmmg necessary reeonrees for ehmmatmg frand and
waste in Medlcare. : _

: Seven-yw savmgs from the three proposals (Part AandB combxned) are $3.4
billion.

Physman Self-Refen'al Prohibmons. Medicare law prohibxts physmans ﬁ'om makmg
referrals to medical facilities in which they have a financial interest. This “self-referral™
ban covers certain “designated health services™ (e.g., laboratory tests, MRI procedures)
that are specified in the law. Some general exceptions to the ban are provided in current
'law. This proposal would expand the current exceptions to include services that are
furni;hed in a “shared facility” (defined in the legislation), in ambulatory surgical

- 24



centers, and by hosplee programs The proposal also clanﬂs the reqmrements for
permlsslble compensatlon arrangements. ‘

Seven-year cost is $0.3 billion..

—

Note ‘Because of round.mg, savmgs estunates for individual proposals may not eqnal the
total savmgs.



| COMBATINGFRAUb AND ABUSE

This President’s pltm combats fraud and abuse in the Medicare program by (1 ) ensuring thaz _
. Medicare has the necessary resources to prevent and to eliminate fraud and abuse, (2) providing

" Medicare with modern administrative tools to detect fraud, and (3) ensuring that individuals and
entities who defraud Medicare are penalized, or even banned from the program, and that
individuals and entities seeking to defraud the program are not allowed to participate.

1. EXPAND OPERATION RESTORE TRUST
' The initial phase efOpaaﬁonRestoreTrust,whxehwashmtedto five states ('NeWYerk, .
Florida, Illinois, Texas and California), has proven that a concentrated and collaborative effort
. among law enforcement and program policy agencies can reverse the growing trend-of Medicare

fraud and abuse. The plan would expand Operation Restore Trust nationwide. Thecostofthese'
eﬂ'ortsmllbeoﬁ‘sctbyevengmatersmngstotheMedncareTmstFmds e

Furthermore, the President’s .plan to attack fraud and abuse would: .

o Establisha Fraud and Abuse Control Program to coordinate HHS and Department of
Justice anti-fraud activities. The program would be funded through mandatory general

' 'ftmdandMedleareTmstthdappropnauons. :

o  Establish the Medware Integnty System program (prevmusly namedtheBeneﬁt Quality -
_ Assurance Program) to provide a stable and increased source of funding for Medicare -
' payment safeguards activities and ensure that claims are paid properly. :

o Estabhsh mechamsms for trachng savmgs that result from Medware payment safegua.rds '
and anti-fraud and abuse acuvrtm .

- IL UTILIZE MODERN TOOLS TO FIGH'I‘ FRAUD AND ABUSE

. The plan would

‘o Allow Medxcare to contract competmvely with pnvate entmes that want to perform
admlmsu-auve activities. .
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E m.'ESTABLISH PROVIDER QUALIFICATIONS ANb PENAL‘I'-IES

" The plan would broaden HES’ authority to ehmmateﬁ'audandabuse andprovxdenewtoolsto
- ensure stringent enforcement by: _

o Estabhshmg new conchuonsto excludeﬁ'omMedlcare mdmdualsandumtm
thhamstoryofabuse ' . .

o Authorizing Medicare to require Social Security, tax identification, and employer
identification numbers from entities wishing to bill Medicare. These added requirements
~ would help the program administrators determine if employers or other individuals have a
history of defraudmg Medicare. ' _

o lCreaungamnonaldatabasewnhnamesofthosewhohaveahxstoryofhealthweﬁ'aud,
- tofaclhtate coordmanon among vanous orgammnonsatthestatea.ndFederal levels

o Extendmgctmentcwﬂmonetarypmaltyamhonty

o Extending the Medicare/Medicaid Anti-kickback Statute.

Seven-year savings from our efforts to combat fraud and abuse are §3.4 billion.
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PROTECTING AND IMPROVING MEDI_CAm.

The Preszdent s Medzcazd  plan saves $59 billion in Federal apendztwes over seven years. The _
plan has three components: unprecedented, new flexibility for states to administer the program,
a per capita cap, and reduced and re-targeted disproportionate share hospital (DSH) spending.
- Under a per capita cap, the federal guarantee of coverage would be retained, and spending per
- beneficiary would be federally matched up to d set level. The cap would be set using spending
per beneficiary in a base year, increased by an annual growth lzmzt The plan also would re-.

target, and limit the size of, DSH payments.

L STATE FLEXIBILITY PROVISIONS: |

The Pmdent s plan would gwe states substanmlly mcreased ﬂexlbllny in managmg the:r
’ Medmand programs '

~A.  Provider Payment
Theplanwould PN
0. RepmltheBorenAmendmem.

6 Rgpealothe:specialfedaﬂpaym&mqmm Federal requirements related to

" - payment for obstetrical and pediatric Services would be repealed. Federal requirements
thatmostFQHCs/RHCsbepmdbasedoncostsalsowouldberepealed(starunngY
1999). -

) RepealthereqmrememthatfomsStatstopayforpnvatemsmancewhenltlscost-

effective. The plan-would give States the option of pmchasmg group insurance and
negouatmg their own payment rate.
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‘The plan would:  ~

0

B. Delivery Systems

| _.Nolongertéqun'e Staxestoseekandbegrantedafedaalwaivcrtodstébljshmanagéd |

care delivery systems (e.g., primary care case management, HMOs). ‘States would

‘continue to offer Medicaid enrollees a choice of plan or delivery system, but they would
not be required to do so in rural areas. Choice of providers within plans would be

maintained in rural areas. Special provisions would be made for including Indmn heé:lth

_ prov1ders andNanve Ammcans mmmgedcare systems

' Modxfymanagedcarereqmmnembyrcpeahng(l)theuppapaymmthmtfmmnaged )

care contracts and (2) federal prior approval of HMO contracts over $100,000. States
would be allowed to oﬂ'ermanagedmemoncmefthestaxewrﬂaommahngavmlable

' inall parts of the state. The plan also would extend the state option for a six-month lock--
‘mandguaranmdamenmonofehgibmtytoallmanagedmenrolle&s ' .

" Modify-managed care quahty-of—care requirements by repealmg both the requirement thax

25 percent of every plan’s enrollees be non-Medicaid and the mdepmdmt external
review requirement, while adding a provision requiring states to.develop a quality"

‘improvement strategy, consxstemwrthfederalsmndards,toensm'ethaimanagedcare
- pmwdcrsmmnmnreasonableaccessandthtyheelthm '

Allow States to prov1de home and commumty -based sa'vws at state ophon., wnhout
federal waivers. - _ .

Allow States to smbhsh programs enabling non-profit organizations to receive capitated

' ~ payments for providing comprehensive acute and long-texm care services to frail elderly

who are chgible for msntmmnal care.

C. Administration

)

The plan would:

Repeal specml minimum quahﬁcanon standards for certam physmans who serve

: pregnant women and children.
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0 | Repeal federally-mandated admmstranve reqmrements Instead, the plan would g1ve
‘ 'authonty to establish similar reqlm'emenls for' ' \ '

- Personnel (e 8., merit personnel standards, u'ammg of sub-profssxonal staﬁ) and |
- . Cooperanve agreement teqmremems

o Re-engmeer Medwald Management Info:mauon System (MMIS) reqmrements to rctam
L .themqmreduscofslandm&zedclmmsformaisandstandmdmedHCFAmpomng
reqmrements ~ .

0 Repeal the duplic‘aﬁve anrmual resident review for people with mental illness or mental )
retardation in nursing homes under Pre-Admxssxon Screenmg and Annual Resident
Revww (PASARR) , _

o _Allownm'se-mdetrammgtobeconductedmcertamnn'alnmnghomwthatm
currently not allowedtoconduct mn'se-mdetrammg o .

D. Ellglbxhty Expansmn_s and Slmphﬁeatlon -
The plan would.

o Bnablestamtoe@andorsnmphfyehgiblhtyformdmdualswto150percmtofthe
federal poverty level through a simplified and expedited procedure. The plan would
connnuetohmltfedemlmatchmgbytheaggmgatehmt,whchwouldbebasedon
cmenthwehg%tymdbeconsnmnedmthelowerofthzaggregmempforcm
ehgibles orprq;ectedsta:es;:endmg belowtheeap .

o Allow Statesto mod.lfy the ehglbﬂrty levels under which they provide coverage for
' optionally-eligible groups of pregnant women and children, so long as they contmue to

meet the minimum mandatory federal ehgib:lny reqmrements
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IL FEDERAL OVERSIGHT PROVISIONS

A. Eligibility

The plan would:

o

Retain current, mendatory and optional eligibility groups, mclﬁdiné welfare and SSI cash
~ and non-cash groups, poverty level children and pregnant women, so-called “medically -

needy” (individuals that qualify for Medicaid by spénding much of their income on high

* medical expenditures), qualified Medmre beneficiaries, and speclﬁed low-mcome '
Medware beneﬁcxans . -

. Retaincm'rentprotecﬁonagainstspmsél'im_povaishment. |

B. Services

The plan would:

o

Retain the mqmrement that states continue to oﬁ'er all Medwald mandaxory services.

C. Payment

The plan would.

- Allow States to xmpose nommal copaymems on HMO enrollees. The plan would

contmue all other cutrent law mumtmns on cOpaymems

Retain requnement for federal matchmg and DSH payment requuements from the 1987 .
and 1991 laws, and per hospital limits included in OBRA 93. The plah would also retain
the prohibition on using so-called “provider taxes and donauons as state. spendmg in

- order to get Federal maxchmg paymems

D. Admxmstratlon

 The plan would:

Expand the Medicaid Eligibility Quality Control sample size to a level necessary to

- ensure statistically valid findings. The number of beneficiaries used to calculate the cap

would be adjusted if the eligibility error rate exceeded the current law standard of three
percent of total eligibles. ‘Error rates would be determined for each of the four groups.
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o

Reﬁne current repomng requu'ements to develop an enforcement mechamsm for the per
- capna cap. o

E. Quahty

-o..

-

T Subrmt Pf°P°S°d program changes for pubhc rev1ew and comment;

~ The plan would:

" Retain quahty-of-eare pmvmons, such as OBR.A 87 nursing home reform provisions and - )

the regulation of intermediate care facilities for people with mental retardation, as well as
uncapped funding for the state surveyand certification activities, andpeerrevxew
orgamzauon (PRO) mlxzz:uon Teview provmons

.I _ _Cormnue beneﬁcxary pu'otecuon reqmremems and admlmslranve provmonsthatreqmre
_statestoensurequalnyofcare -

- -Useasinglesmeagmcytoadminismor-superﬁsemeadminimﬁonofmpian;

- Prowdereasombleoppommuesfora]lcmzenstoappealandobtamaheanngon

State acuons,

!

- Make post-decxsmnal records publicly avmlable (e g pohcy gmdelmes,

correspondence, court filings); -

- Consultmthmed:calexperlsandestabhshprocedmesmgardmgmedtcal
' appmpnatenessandstandards of care pmd fortmderMedxcmd,

L - Safeguard mformauon about rec1p1ents

Conduct a study to mvesugate the relahonsb:.p among quahty, access and prowder
- . payments to add:ess the need for adequate access to Med:cmd.

: Reqmrepubhc nouceandeommentwhendetemmmgnmsmghome paymentrates. 3

RemnctmemﬁaudandabusepmvmonsandlmcappedﬁmdmgfortheStateﬁaud
control units.
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o Change reqmrements related to State contracts w1th health plans

- Smtes must develop an overall qualrty unprovement strategy, mcludmg plan
standards momtonng su-ategles, and data analysxs :

- States may require plans to report certain informaﬁon ﬁ'om'the plan's patient data;

- Health pla.ns must demonstrate the capacity to dehver all conu'acted serwm for
all populations; and _ ..

- Healmplms'mustmajnminm'mmalqﬁamyassmceprogmmagdgﬁmee

'F. Current Demonstration Waivers '

The plan would subject all States to the per capita limits, including those with statewide
demonstration program‘s. The same e per capita growth rates would apply to all states.

.0 En_ml]mgn_ﬁas_g 'l'heplanwouldpcrmxtstatesthathavennplentcddemonsu'anon

programs to choose between two approaches for maintaining their eligibility expansion:
(1) including demonstration eligibles in their enrollment base for calculating their _
aggregate limit, or (2) calculating their aggregate limit off of current law ehgbles, and
expandmgenrollmentmabudget—netmalmannerwrthmthrscap S :

o . Interaction with DSH Changes: TheplanwouldnotredeﬁneDSHexpendmmthathad
bcenre-duectedtocapztatnonpayments o _ o

' III PER CAPITA GROWTH LIMITS POLICY

A“percapltacap pohcy limits federal spendmgwnhomnshngtheloss ofhealth coverage It
sets, for each state, a federal spending “cap” per beneficiary, whrchadaptsamomanca]lytothe
mzeandtypeofcechstatesMcdlcaldbeneﬁclarypopulanon. . -

UnderthePresrdent splan,thecapwomdhmrtperbeneﬁcmry@endmggrowthto aSpec1ﬁed
index. If a state’s actual spending exceeded the cap, the federal government would match only -
.upmthecap,usngthecmremfedaalmedxcalasmsmncepmentage(FMAP)forthe State.

The cap would be coupled with enhanced flexibility, enabhng eaeh state to use mdmdua.l
strategies to control Medicaid costs. : _ '
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A.l Calculation of the Cap :
Under the plan, the cap would be the I;roduet of three components
o tomlstateandfedemlspendmgperbeneﬁelary(annuahzed)mw% thebaseyear |
(¢} | an mdex (for years between the-base year and the current year);
o the number of beneﬁcxanes (annuahzed) in the current year.. .

To a.llow for a change in the mix of Medicaid beneﬁcm'xes over ume, the plan would calculate
the cap by using the specific spending per beneficiary and number of beneficiaries in four
subgroups: the aged, individuals with disabilities, non-disabled adults, and non-disabled children.
Once the cap is calculated, ltwouldbemuluphed bytheFMAPto calculatethemaxnnum
federal spendmg in each state. _ -

Thepercapltaeapwouldbeeomeeﬂ'ecuveml-‘Yl997 o

B. spendmg, o . L

Theplanwould

o .'\Exdudeﬁommeeap,paymfornmsmﬁmmlmm,mm |
' certification, and Medicare premiums and cost-sharing. Also excluded from the capare

payments to the Indian Health Semee and other Indxan health providers and the Vaccmes .' .
for Children Program. : ) : '

° In_clude mo_st administrative costs in the base year ealcnlanon. - o
o Adjust the base year for disallowances and prior period adjusﬁnm. _

Co MakeSeeuonlllSdemonstranonssubjeettothepercapltahmts Stazeswouldconunue
_tobeabletoexpandandamphfyehgx’bmtymabndget-netmalmanner

C. Beneficiaries -
The plan would:

0 Make all beneﬁcxanes except quahﬁed Medicare beneficiaries and any new groups
covered under state eligibility expansmns, subjeet to the cap.




D. Index
The plan would:

o Index growth mspendmgpm'beneﬁcmyusnganmﬂauon-based index - aﬁve-year
~ rolling average of historical growth in nominal GDP per capita — adjusted with a plus or -
‘minus factor to meet budgetary targets, Using CBO’s December 1995 baseline and '
assumptions, the growth index would be shghﬂyd.tﬂ'erent. Thesame index would be
usedforeachehgibﬂxtycategoryandstate . .

IV. ENFORCEMENT -
_The plan would'

o . Enforcethecaponanaggregatestatclevel,basedonthesmnofsubgroupcapsforeach
: . of the beneficiary enrollment categons Thxs allows states to invest savings from one
group to offset the costs of another ) : .

0 Modify the currentreportingréquirememéto.implementthepercapitaéap.
- 'Dlsaggregate bybeneﬁcmrygroup,smndmgprogectxonsforupcommgquarters o

- Changeexpend.rmrereportstomcludemllmmtdatundtoreferenee :

- expenditure and beneficiary categories. Theplanwouldreqmresmtosubmﬂ
monthly beneficiary data on a quarterly basis. This data would be used to
determine final aggregate spending limits for states. Allcategonswouldbe
'.compmbletothecategonsusedmthecapcalcu]anon. .

- -&nMWmWandeofmeWMQnthemdmﬁtmm
- mmmespmdmgbybeneﬁmarygrmqa Theplanwouldsubjectmrollment
information to a review based pnmanly on amd/omher analysxs.

o . Connnuethecmem$ystemfmreconcmngacmdandauomdspendmgandadjust
‘ 'quarterlygrantstoreﬂectupdaiedmformanonasxtbecomesavaﬂablg The final
_.mcomiliaﬁonwoddowmaﬁathexmddmﬁomtheﬁﬂlﬁscalywwererepor;ed
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‘0

The plan would use aquarterly grantprocess mmﬂartothatusedto announce DSH
allotments. HCFA would use a specified set of information submitted by States and its
own review to set preliminary and final allotments for states. HCFA would publish these
allotments in the Federal Register, and they would be used to adJust qua:terly grant
awards. -

V REDUCING AND RETARGETING MEDICAID DISPROPORTIONATE SHARE

HOSPITAL PAYM'ENTS

. The Prmdent s plan would reduoe and retarget the amount of Federal Medlcaxd mspmpomonate
" . Share Hospnal (DSH) paymmrs made by states to hospnals serving large low-mcome and
' umnsured populat:ons

s B.sadyl_mgnmmn

Beginning in FY 1997, the plan would phase out States’ Federal DSH payments by FY

~ 2000, and phase in a new, optional DSH program by FY 2000. This transition would

occurm25pcrcmtmcrementsandresultmapproma:clyS”bﬂhonmsavmgsbyFY

© 20023

Transition: BetweenFY 1997 andFY 1999, eachsta:te sallotment, orhmxtonFederal
‘matching payments, would be the sum of the phased-out current payments and phased-in

new allotment. In FY 1997, this amount would be equal to 75 percent of the FY 1995
FederalDSHpaymentstothestate,plusZSpercentoftheFY2000stateallotment. In

'FY 1998, the amount would be equal to 50 percent of the FY 1995 Federal DSH

payments to the state, plus 50 percent of the FY 2000 state allotment. And in FY 1999,

- the amount would be equal to 25 percent of the FY 1995 Federal DSH payments and 75

percent of the FY 2000 state allotment. By FY 2000, the allounems would be based
solely on the allotment formula of the new DSH progmn.

—

Al savings are staff estimates using CBO December. 1995 baseline.
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New Program In FY 2000 and subsequent years, state a]lotmems would be based on

* each state’s share of low-income patiént days for a core set of providers. A “low-mcome
_patient day” would be defined as either an inpatient day or a day with one or more .
outpatient visits for uninsured and Medicaid patients. These days would be summed for g

" core set of providers in each state. Each state’s allotment would be determined by -

_ multIplymgthetomlFedetalhmztmtheyearbythestatesdaysdlwdedbythenanons
“days. FederalﬁmdmgforthxsnewprogramwouldbehmxtedtossObﬂhoanYZOOO
$45b1lhon1nFY2001 and$40bi1h0n for subsequentﬁscalyears ,

R Transxtlon Pendd Beforé FY 2000, the plan would continue ctn:rent laws regardmg
- DSH (with the exception of the allotment su'ucmre) New program rules would begin on
' October 1, 1999. .

Optlo'nal Prograln The DSH program would be optional, beginning in FY 2000.
States choosing to participate could do so throughout the current state plan amendment
process and would have an additional requirement to produce an annual report describing
-whlch prowders in their state recexved funds and how much they received. .

Eligible Prov1ders A “core provxder” would be(l)a hospltal whose low-mcome
utilization rate exceeds 25 percent and (2) children’ shospmlswhoselow-
 utilization rate exceeds 25 percent or whose Medicaid inpatient utilization rate excwds 20
~ percent or is one standard deviation above the mean receiving Medicaid payments in the

state. TheplanalsowouldgweStm:stheopnonofdwgnanngotherhospmlsthatserve s

a d1sproporuonaxe number of low-mcome panents with spec:al nwds .

~ Provider Payments. 'l‘he plan would require Stats with DSH program to pay core
~ providers andgwethemtheopuonofpaymg addxuonalprowdersthatmeetthecore '
provider standard. The plan would retain limits on maximum payments to facﬂms and

rules about payment proportionality.

Anpual State report: meplanwomquxmswtomimmuamponmme |
HHS Secretary and make it_avjailablg to the gene'ral pubhc The report would include:

—~  alistof DSH providéré"a'nd their moompmsatedm amount;
—~  the amount of DSH payments to eachprowdet; .

-~ an explanation of how state payments (including payments based on
-~ uncompensated care and undocumented persons pools) related to the state plan;
and ' '
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a demonétraﬁon of how the allocation affected uncompmsated care

Immgnﬂm.ls_

'mephnwomddwgnatetheecappedpoobofFedaalﬁmdsforpaymmrswspecxﬁc

stato;sandprovxdersmhelpthemtransmontotbcnewM_ed;caldpmgrm

" (RHCS)

Undocumented Persons Pool |

The plan would create this temporary pool for states with high numbers of
undocumented persons to help pay for emergency health services. State matching
payments would not be required. The pool would be funded at $700 mﬂhonper '

_year for fiscal years 1997 through 2001.

The 15 statsmththehghstnumbaofmdocrmentedpersons, accordmg to
Immigration and Naturalization Service data (October 1992), would be ehglble

' Each state would receive an allotment from the pool, according to- 1tsshareofthe ‘

total number of indocumented Ppersons mthe 15 states.

Pool for Fedenlly-_Qualiﬁed Health Centers -&_R_urﬂ Health Clinics -

~ Theplan would create a pool for sni;ﬁplememal payments limited to $500 million

annually to federally-quallﬁed health centu's (FQHCs) and ruml hmlth clinics

Transition Pool

The planwmxldcreateapoolforpaymemsto states to assxstmthetransmonto
the new Medicaid program. Federal funding amounts of $3.1 billion in fiscal
years 1997 and 1998 and $2.5 billion in fiscal years 1999 and 2000 would be
authorized. .
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VL. COMMAISSION ON FEDERAL AND STATE EQUITY IN MEDICAID

—~ - The plan would establish a two-year commission to study the need for, and '
methods for, changing federal Medicaid matching payments to the states to better
reflect the differing effects of demographics, health care utilization, and economic
variation. The commission would be expected to examine differential growth in

- the population below poverty, as well as for those eligible for Medicaid within
states and across states. Thecommxssxonwouldalsomkugatemdsmhealth
utilization and spending within states and among different population groups. .
Finally, the commission would examine differences due to economic factors such .
aswags,percapxtameome,sta:etaxcapacny andstanetaxeﬁ‘orts o

- ThecommsmonwouldbecomposedoflSmembus mxwouldbeappomtedby '
- the President, six appointed by the President pro tempore of the Senate, and six -
appointed by the Speaker of the House. These appointees would include :
representatives of state governments, beneficiaries, and the general public. The
‘commission would submit recommendations and report on its work to the
SecretaryofHealthandemSmmandtheCongrwstwoyearsaﬁansﬁrst'

meeting.
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PROTECTIN G WORKING AMERICAN S:
lNSURANCE REFORMS

The President’s plan contains insurance reforms to make health cove’age more accessible, -

portable, and affordable. The plan would restrict pre-existing condition exclusions; require
“insurers to'issue, renew and, ultimately, rate group coverage without regard to health status;

and prohibit insurers from imposing lifetime benefit maximums, or caps, on benefits for specific

conditions. In addition, the plan would provide financial assistance to states to help promote the
_ establzshmem of health insurance pw-chasmg caoperanves

L ACCESS AND COVERAGE PROTECTION: Measures to unprove worlnng
~ Americans’ ability to obtain and maintain eovenge. o

A Gr(mp Market

The plan would

d_ ' Definé the “small group” market as 1-50 employees Ge., self-employed individuals and
sole proprietors would be covered)andhmttheuseofhealthstamsmsetnngsmall
group premmm rates.

o . Lmnpm-e:usnngeondiumexdusohstonmomhs,mdeosmethettheyaremposed
_ onlyforcondmonsdaagnowdortremdmﬂ:mthes:xmonthspnortohealthplan
‘enrollment. Thlsproposal would applyto plans of all sizes. -

o - Reduoe byonemonthforeachmonﬂlofcovetageanewenrolleehadunderapnorplan, -
: the period of exclusmn for pre-ensung condrcmns Th:s pmposal would apply to all
plans. -

o Reqmre insurers to renew coverage to employer groups, regardless of any group
. member’s health stats.

o Reqmremsmetstomakecovemgeavaﬂabletoauehgiblegroups,regardlessofany
. ‘groupmember’sheelthstams(genemllyrefenedtoas guaranteedxssue") o

0 Require msmerstoprovxdeanopen enrol.lment period of at least 30 days for new
: : employees '
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_Prohibit insurers from 1nd1v1dually rating new enrollees in an existing group health plan

(i.e., new enrollee premiums must be the same as other enrollees with similar

'- demographic characteristics). 'Although this proposal would apply to plans of all s:ms, it
- would pnmanly beneﬁt small busmesses

Prohibrt insurers and self-insured employer plans from i nnposmg (l) ceps on benefits for.

_ specific diseases or medical conditions (e.g., AIDS) and (2) hfeume maximums on total
benefit payments This proposal would apply toall plans

" -B. Individual Market

The pla.n would:

o

- 0

Requ:remsmersmthe mdiwdualmarketto oﬂ‘ercoveragetopersonswho (l) bhad
health insurance over the previous 12 months, (2) lost the coverage under certain .
circumstances (e.g., loss of employment, death of a spouse, divorce, change of residence),
and (3) applied for individual coverage within 60 days of los_ing their previous coverage.

- Theplanalsowouldreqlmemsmerstooﬁ’ercoverageattheavemgepncefor

' someone with the same. charactensms and vmhout pre-exisung condition exclusrons _

| Limit the abihty of insurers to impose pre-e)nsung condmons

Requiremsmerstonenewcoverageforallmdivrdualpohcyholdersatthesamerateas

_ people with smular demographic chm'actensues, wrﬂiout regard to health status.

- IL AFFORDABILITY Measnres to make wverage more aﬂ'ordable for the self-employed-
. and to limit vamhons xn small group premmms. :

" The plan would

Increase gmdually, to 50 pemem, the tax deducnon for self-employed mdmduals

Limit premium variztions for small husmesses by phasmg out; over a four-yeer period,
the use of claims experience, duration of coverage, and health status in determining rates.
Other factors, such as age and family composition, could be used in rating, but they '
would have to be actuanally justifiable.
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: -III ENCOURAGE COM.'PETITION Measnres to restructure the market to promote
compeutmn among insurers based on efﬁclency and service. . S :

The plan would

o 'ProwdeglanistoStatestoestabhshpm'chasmgcoops Certain conditions would be
~ imposed (e.g., not bearirg any insurance risk; being geographically based; offering
muluple plans etc ) The asszsmnce would total $25 nulhon the first year. -

o Permit the Federal Employees Health Benefit Program (FEHBP) to require its local
‘ commmmlcmnetstoparucxpatempmhasmgcoopmnvesatstaterequest :

v, ENFORCEMENT OF lNSURANCE REFORMS
 The pla.n would:
o Codify réfdrms into Federal law.

0 Ensmethmmesmfomereqmememstbataﬂ’ectmsmoewmas,mqummsmesm
. submltanenforcememplantotheHHS Secretary. .

o "Enforce throughtheLaborSecmmY reqmrementsaﬂ'eenngse]f-msmedpléhs Plans o
that fail to comply would be subject to civil penalties under the Employee Retlremem S
Income Secm'xty Act of 1974 (ERISA) '
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ENSURING COVERAGE FOR TEMPOR_ARILY UNEMPLOYED

Building on the insurance reform provisions, the President s plan would establish a
demonstration program to make funds available for states to finance up to six months of

~ coverage for unemployed workérs.and their families. The program would be available to
-unemployment recipients with incomes below a certain threshold, who had employer-based
coverage in their prior jobs. The plan would give states substantial flexibility to administer the
demonstration program. A Presidential Commission would Study and provzde recomendatzons _
as to whether the program shauld be made permanent. ' .

L FEDERAL FUNDING FOR STATES
~ The Ptesident‘s plao would:

o Provxde annual grams under a four year demonstnrhon program to parucxpanng staies
HHS would operate a program in a state that chooses not to paruclpate

.II ELIGIBILITY FOR COVERAGE

0 '.,Rec1pxentswouldbereqmredtohavemadeanmemploymmtmsmnoeclmmandtobe
mactlvestatus o

o Coverage would not exoeed six months.

0 Individuals would have to have had health insurance coverage through their last employer

- for at least the six prevxous months (includmg plans whae the employee pamd the full
"COSt).

\

o A full subs1dy would be prov;ded up to 100 pement of the poverty: level for fa:mly
- _mcome and phased out at 240 pe:roe.nt of the povexty level.

0o . Anemployed spouse could not have health insurance coverage or, if covered, the
employer could contribute no more than 50 percent of the premmm. -

o  The mdmdua.l/famﬂy could not be ehgible for Medicaid or Medicare.

o  Individuals would be eligible based on their place of residence.
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o No reducnon could be made in the duranon or amount of unemployment benefits as the .
resultofanmdmdualparucxpanngmﬂ:ehealthcarecoverageprogram. S

L BENEFITS
o Staxes would have flexibility in how touse funds to assure access to an insurance product:
- COBRA coverage from then' pnor employer _ '
- mmsmancepmduotmﬂ:epnvatemaﬂ:et(mthﬂaegenaalstandardbemgapmduct -
equivalent to the Blue Cross/Blue Shield standard option plan); | |

-~ alternative means of coverage (e.g., state high risk pools, Medicaid buy-m, specxal
planforﬂ:etemporan}ytmemployed) R

o States would have the option of extendmg ehgxbxhty penods orprovxdmg amore
-generouspackageusmgstateﬁmds _ :

o  Any reducuon in en.het the duration or extent of heallh coverage beneﬁts would have to
: . be approved by the HHS Secremry . .

Iv. _ADMINISTRATION

0 A Presidential Comm1ssmn would study and prowde teoommendanons asto whether the
program should be made pennanem. _




ADMINIS'I'RA'I'IVE SIMPLIFICATION AND SECURITY OF HEALTH
| INFORMATION

Under the President’s plan, the HHS Secretary would be required to adopt standards from
among those already approved by private standards developing organizations for certain
electronic health transactions, including: claims, enrollment, eligibility, payment, and
coordination of benefits. These standards must address the security and privacy of | health
information on the electronic network The plan would require health plans to use the approved
standards if requested by a provider or other health plan. . The plan would not allow private
health plans to require providers to change their current procedures. _

L GENERAL REQUIRENIENTS TO PROMOTE DEVELOPMENT OF AN
ELECTRONIC HEALTH INFORMATION NETWORK

‘The planwould require the HI-IS Secretaryto adopt standards developed by a private standards
developing organization, or standards in common use, for electronic health information
transactions.  The HHS Secretaryalsowmﬂdhaveto establish standards for the secuntyand
pnvacy of electronic transmission and storage of health mfonnatlon. '

UnderthePresxdentsplan,healthplans(‘Le anypubhcorpnvateenmywhxchprowdesorpays
“for the cost of health benefits) could conduct the specified electronic transactions using such

standards,andmustusesuchstandardsﬁrequestedtodosobyaprowder employet or another
plan. }

0 . Health plans couldmeetthisreqtﬁremedtextherduecﬂyorthrougha“healthmformaﬁon
- network service” — an entity that processes nonstandard data elements of health
" information into standard data elements. The HHS Sectetary could establish criteria for
voluntary certification of “health information network services;” sach certification would
m&c&e&atthemtymeetsthereqmremen:sembhshedmderthehendem splan.

o  TheHHS Secretary coulddevelopstandardsonlyxfthe adopuon ormod:ﬁcauon of
emsungstandardsweremadequaxe

0 'I'heHHS Secretarywouldbereqmedtoadoptsuchsmdmdsmthmwmonthsof
" enactment. Healthplanscouldberequedtousethestandards24monthsaﬁerﬂ1em{S
. Secretaryadoptsthem(%monthsforsmallplans) :

o . Theplan would not limit any public health authority or repomng reqmrements
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o

The plan would not require the dtsclosm'e of health mformanon or expand access to -
- health mformanon. : X

'IL STANDARDS FOR INFORMATION TRANSACTIONS AND DATA ELEMENT S

Under the, -plan, the HHS Secretary must adopt standards for _electronic u'ansactions and data’
elements relating to ﬁnancial and administrative matters, specifically: o

o

o

| Clmms or eqmvalent encounter mformauon, claims status, and claims attachments
B Enrol]ment and d.tsenrollment;
Eligibility,_

'Health care payment and remittance advice;

Premium payments;

First report of injury; and

' Réferral certification and authorization.

The HHS Secretary could set standards for other financial and administrative transac'tions. But
the standards shall not require disclosure of trade secrets or confidential commueiel infomaﬁon

The HHS Secretary womdalsobefequiredto-

. 0

Adopt standards for prov1dmg unique identifiers for mdmdua]s, employers, plans and

,_ .provxdersforusemtheheeltheeresystem.

Select code sets for appmpnate data elements.

Specify procedures for the electromc transmission and authenueauon of sxgnatlnes these .
will preempt state laws (such as “quill pen” lawsthatreqmrepaperrecords)andsatlsfy
Fedemlandstaterequnememsforwnttens;gnatmes '

Develop mles and procedures for determmmg a health plan’s financial habthty when
benefits are payable under two or more plans (coordination of benefits). o




o 'Recommend to Congrss (no earher than two years and not later than six years after
 enactment) a plan for implementing uniform data and electronic exchange standards for
panent medical record mformzm«m. , .

m STANDARDS FOR SECURITY AND PRIVACY OF HEALTH INFORMATION

- TheHHSSecretaryssectmtystandm'dswnuld

o Reqmereasonableandappmpnateadmmsﬁahve,&cbmcdmdphymcdsafegwds&
T protectandmsmeﬂ:emtegntyandconﬁdenﬁahtyofthemfonnaﬂon.

o Takeinto account the techmcal capabilities of mshng systems, mplementanon costs, the
: needs of small and rural health care providers, the need for training, the value of audit -
uaﬂs,mdtheneedsoflawcnfomememagmstomvasugatehealthmﬁwdand '
abuse.

TthHSSecretary spnvacystandards‘vsotﬂdaddress

0 "The nghts of an mdmdual whomthesubject of suchmformanon,
o '--Thcpmchmtobecstabhshedforthcmsqofsuchnghls;
o meamhonzedusmndd:sclom ofsuch mfonnanon,
o _Iil:somblemforhwmfomcmmtagmsmmmugaehedthcﬁeﬁwdand
IV. PENALTIES
General: Under the plan, people who do not comply could face a civil penalty of not more than -
$1000 per violation, with an annual limit of $250,000. The HHS Secretary would be able to

" waive or reduce penalties and could not 1mpose ‘penalties 1f the failure to comply were due to |
msonable cause and was corrected. ' . :
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Penalties for Wrongful Disclosure: A person who uses a urique identifier for an unauthorized
purpose, or obtains.or discloses individually identifiable health information in violation of the
privacy standards in the plan, could be fined no more than $50,000, and imprisoned no more than

- onhe year, or both. Iftheoﬂ‘enselscommmedtmderfalsepretens&s,themmmumpenalu&s

would increase to $100,000 and five years imprisonment. If the offense is committed with intent
to use individually identifiable health information for commercial advantage; pusonal gain, or .
: _mahcxousharm,themanmxmpmalnswouldmmeasetoszso 000 and lOyears mpnsomnent. '

V. EFFECI‘ ON STATE LAW

' Theplanwouldsupelsedestatelaws, exceptwhenthesmtelawmmore smngenththreSpectto '
. the privacy of individually identifiable health information, or the HHS Secretary determmes that
theStaxelawmnecwsarytoprevemﬁmdandabuse _ .
VI. HEALTH lNFORMATION AND PRIVACY ADVISORY COMMITTEE

~ The plan would i increase the authomy of the National Com:mttee on V'tal and Health Stan_sucs

~ by: (1) expanding committee functions to include the study of data policy related to the -

electronic exchange of; and uniform data standards for, health information; and (2) making the .
commxtteeresponsibleforadvxsmgtheSecxetaryandtheCongstonthestatusandtheﬁmneof'
the health mformauonnetwork. Inaddmon,thcplan would:

o 'Expandtheﬁeldsofexperuseﬁomwhthommxtteemanbasmaybechosmtomclude
"~ electronic interchange of health information, consumer interests in health information,
: healthdatastandards,andemploymentbasedhealﬂzplans

o ‘Requuetheoommueewmponwﬂlem{SSecremrymmoommendaMnsmfamhtate
: adopnonofshmddatasmndardsandelecuomcachmgeofheahhmfomanon,and

0 _Change the Commxttee s name to the “Health Informanon and anacy Adwsory
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