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Date: 2017-10-28
TO: USA, OHiO Senator Rob Portman FONT = Arial, no serif Type is BLACK.
FROM: USA Ohio Citizen, Susan Marie CassAdy-Neuhart FONT = Times Type is RED.

Dear Senator Portman,

Thank you for your responsgir, there does seem to be some
misunderstandings on thepart of your staft if they did - in fact- read

my previous messade you.The misinderstandings are indicatedd
addressetielowas[é |NOT E : My words arei shown
YOUR words are showninn esre r i f A RD¥F\yemssionof our
ficonversation appears on my personal web $itdesignin progress.

Most importantly, [Sir] | have suggested an idea for USA HealthCARE
T as it was originally proposédby Harry S. Truman (in 1948)n my
personal web sitdVWW-LINK With amajordifference! That is,Sir,

| embrace the idea of Medical Professionals workexglusively)for

the United States Governmavit. Truman was forced to disavow this.
You seeSir, | graduated from the University of Wiscon$iBSin
1982.And, | believe that | received a vegpodScience, Technology,
Engineering and Mathematics (STE®fucatiori from thisUSA

Public Institutionl did consideOSUTi howe v er é

| t was my | mp tUWGBProonf,e stshoarts omyweir e [
enthusiastic to provide the specialized knowledgettiet imparted to

me and my fellow studen{daily). My professors stateidas matter of

facti what they were paid. They encouraged students to inquire further

(to our Dean) about their pay and benefitsf we so desiredSir, my

professors worked 4@r more) hours per week. They weavell

informed, smart antdighly respected by the grateful students that they
servedNow, a you may know, the current state of affaifer USA

Medical Doctorg ist hat t h enly4 daysper ek(typically
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Monday thru Thursday) a n d, p r i m@adfitimbtiyedisoé r ve t |
thebusinesgelatedenterpriseéhey are apartof Pat i ent s ar e

i likecattleit hr ough the vigorous | mpl eme]
Management 3yhsesupporsing offcepeérsonnel many
of thesdfine people minimally educa e d ; Most epfaitdhoem

That i1 s, todayds USA Health Care e
as fHAprof it inwhdrepatignt condant irel caseds secondary

to patient througkput, speedbilling, etc. AND, theyavoidexpense and

legal entanglemenisat all costsALL USA Health CAREentitiesare

counseled by the AMA and the organizations that it (the AMA) helped

to found andt supports and endorse§ he AMA [in fact] killed

President Trumais idedBiLL) for Universal HealthCARE in 1948.

The AMA simultaneously created thiSA Health Insurancéndustry.

Thus,in my opinion,USA Medical Professionalsjustbe made to

work FOR he entity that they senieThat is, he USA Government

AND its USA Citizens. That is, USA Medical Professionals should NOT
enjoy a status more special or rewardedhan, the USA Public

University Professors thattaught them their craft to begin with.

Medical Professionals motivated ONLY by morieghouldnot be
permitted to practice mediciriein the USA.

Thechanges that are needed are obviotsmany:1) The #Apr of i
moti veo f WSAmedcal cardtb UBAQCIitizens) must be
eliminated; and, 2) USA Health Care delivery (services) must be taken
back from FOR PRFIT Health Insurance providers

Sir, my idea for a USA Health Care Billloes this; and, is still on my

personal web sitePresented ifiplaind andifancyo formats.
Documentedarespecific ways in whichthe obvious (stated above)

could be doneMy ideas are gesented in gahortCongressional BilLL

format.| think, that you[and your staffjwill see that | have researched

the issues involvedES,ldos upport Congressman Coa
(HR679 1 insofar as it accomplishes the same goals; But, his funding
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mechanismsand sentimentst hat Medi c al Professio
empl oyees of t h-earedd o clgady\stateduere, Nt 0
Congressman Conyers wantdiexpand MediCare. | want to overli

it T and, change USA Health Care (in all aspecis)dramatic ways.

Very importantly, althougtham a DemocrafStilla n bfa@a 13Gn r | 0
fact) 1 | believe thatperhaps Mr. Trump, may be able to getclean

BiLL (such as mine ignacted (for American$)wherei othersi

previouslyi have failedConsiderPresidenfTrump(clearly) has the
fortitudethat will be requiredHe does NOT need Big Insurance money.
And, he knowsvhat drivesbusiness such as | doThat is, lusiness (in
Amer i ca) r urHshasliwedihig like ha. Thus,he

knows]the provision of Health Care servidesmust never beelatedor

rel i ant nepaen phhipidiBogical d as a partnership.

MoreoverMr . Trump probabi gn &bhoesthiso nct i v
He will NOT need to be convince@ihe Health Insurancéndustryis (in
fact) afbusinesdi basedourelyon risk, profit and actuarial science.

Clearly,Mr. Trump would @ remembere(kindly) i in historyi as the
person that got USA Health CARE done corred¥iyesident Obama was
forced to make concessions$o get the first steps implemented. Mr.
Trump could build on what President Obama bedaudl, | will help T

as | am able td?lease look t®hio SenatoiSherrodBrown1 and, other
Democratd to also be helpful. Mr. Conyers may be helgfuh the
House. Although, the Health Insurance lobby is active in all areas of
implemented policy and, law makingThus, even Democrats mayn
from my ideas for USA Health CARE lawnsofar as it hurts their
political machinesl do not seek to be populan thisi Nor,am I.

All best! SirT and,thank you for your public service.

Sincerely, Susan CassAdWeuharti anOhio resident
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Dear Susan,

Thank you for contacting me to express your concerns about the
future of Medicare. | am grateful to hear from a fellow Ohioan, and
| appreciate the opportunity to address your concerns.

https://en.wikipedia.org/wiki/Medicare (United States)#Program history [L|NK per Susan]

| am committed to ensuring the delivery of quality health care
services under Medicare is not compromised, and | appreciate
your input on the funding of this important program.

[ Sir,thereisamistakematldoy your st aff . ingut neve.]
onthefundingai é t he Medi care program. ]

Covering 52 million Americans, Medicare is the nation's federal
insurance program that pays for covered health services for most
persons 65 years and older and for most permanently disabled
individuals under the age of 65 years. Medicare ensures access
to quality care for Americans after a lifetime of labor. We must
preserve this commitment for future generations.

The typical couple retiring will pay approximately $140,000 into
the Medicare system over their lifetime, yet receive lifetime
benefits worth approximately $430,000 (adjusted for inflation).
When applying this deficit to 77 million retiring baby boomers, it
becomes clear why Medicare is projected to run a deficit of
approximately $28 trillion over the next 75 years - and why
reforms are needed to keep the program solvent and sustainable
for our children and grandchildren. | believe smart reforms are
needed now to ensure future retirees' access to quality health
care.

[Sir, where does the data for your factual statements come from? Please
cite the source ofour providedstatement$
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[THANK YOUFORACKNOWL EDGI NG THAT AREFOR
NEEDED.]

Any proposal that significantly changes Medicare must be
rigorously examined, and its effects on the federal budget, access
to care, and out-of-pocket cost for America's seniors carefully
measured. We must ensure that seniors retain access to quality
and affordable care, while recognizing that the current system is
not sustainable and must be reformed.

[Sir, my idea for Health CAREw i | | not affecti ath Amer
al | . | n dueotpocket @3tdr Aneaca'siseniotsi would go
down dramatically a n d , B)of-pbeké@&butost foro f

businesses would go down dramatically

We must recognize the need to reform Medicare to attain long-
term fiscal sustainability and avert the massive tax increases or
benefit cuts that would result from further inaction. | will keep your
views in mind as | work to strengthen and preserve these
programs for future generations.

[ Sir, please review my idea agdiif needed link below] T and, |
encourage you to ask me questo directly1 if you need to. ]

Once again, thank you for taking the time to write. | am honored
to represent you and the great state of Ohio in the United States
Senate. For more information, please visit my website

at www.portman.senate.gov, where you can also sign up for my
newsletter. Please keep in touch.

Sincerely, Rob Portman - U.S. Senator

http://hansandcassady.org/SusansAmericanHealthACT.html#AHAiIdea
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MEDICARE Background & History

FROM: https://en.wikipedia.org/wiki/Medicare (United States)#Program history

Medil car e

From Wikipedia, the free encyclopedia

Jump to:navigation search

Not to be confused wittiedicaid

1-800-MEDICARE (1-800-633-4227)
NAME CF pENEND
JANE DOE
MEDCANE CLAM NAISEN X
000-00-0000-A FEMALE
S ENTTUED TO PIFTCTAT DATE

HOSPITAL  (PARTA) 07-01-1986
MEDICAL  (PART B) 07-01-1986

HERE ™

ASCY

MEDICARE { ) HEALTH INSURANCE

A sample Medicare card.

(Uni t ed

St at es

There are separate lines for basic Part A and Part B's supplementargloedecage, each with

its own date.

There are no lines for Part C or D, for which additional supplemental policies are issued with a

separate card.

In theUnited StatesMedicare is asinglepayer nationalsocial insurancerogram administered
by theU.S. federal governmesince 1966, currenthye? using about 3060 private insurance

companies across the United States under contract for administiatioricraver United States
Medicare is funded by payroll tax premiums and surtaxes frdmeneficiariesand general
revenue. It providekealth insuranctor Americansaged 65 and oldevho have worked and

paid into the system through the payroll.tiyalso provides health insurance to younger people
with somedisability status as determined by the Social Security Administration, as well as
people withend stage renal diseamedamyotrophic lateral sclerasi

In 2015, Medicare provided health insurance for over 55 mdlidé million people age 65 and
older and 9 million younger peopteOn average, Medicare covers abbalf of the health care
charges for those enrolled. The enrollees must then cover their remaining costs either with
supplemental insurance, separate insurance, esfquacket. Ouof-pocket costs can vary
depending on the amount of health care a Mediearollee needs. They might include the costs

of uncovered servic@ssuch as for longerm, dental, hearing, and vision carand
supplemental insurance premiuis.
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Medicare andMedicaidare the two government sponsoreddical insurancechemes in the
United StatesMedicare is further divided into parts A and Bledicare Part A covers hospital
and hospice services; Part B covers outpatient services. Part D covadnsiglistered
prescription drugs. Part C is alternative to the other parts intended to allownexp@tion with
differently structured plans in an effort to reduce costs to government and allow patients to
choose plans with more benefits.
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Program history[edit]

S |

President Johnsaigning the Medicare amendment. Former Presidanty S. Trumarfseated)
and his wife Bess are on the far right

"Medicare" was the name originally given to a prograroviding medical care for families of
individuals serving in the military as part of thependents' Medical Care Agassed in 19586.
President Eisenhower heldethirst White House Conference on Aginglanuary 1961, in which
the creation of a program of health care for social security beneficiaries was prégdsellily
1965# under the leadership of Presidéghdon JohnsonCongress enacted Medicare under
Title XVIII of the Social Security Acto providehealth insurance to people age 65 and older,
regardless of income or medical hist&y: Johnson signed the bill into law on July 30, 1965 at
theHarry S. Truman Presidential LibrainyIndependence, MissoufrormerPresideniTruman

and his wife, formeFirst LadyBess Trumatbecame the first recipients of the program.

Before Medicare's creation, approximately 60% of thaas 65 had health insurance, with
coverage often unavailable or unaffordable to many others, because older adults paid more than
three times as much for health insurance as younger people. Many of this latter group (about
20% of the total in 2015) becarf@ual eligible” for both Medicare and Medicaid with the
passage of the law. In 1966, Medicare spurredabi@l integratiorof thousands of waiting

rooms, hospitallbors, and physician practices by making payments to health care providers
conditional ordesegregatiai?

Medicare has been in operation for a half century and, during that time, has undergone several
changes. Since 1965, the provisions of Medicare have expanded to include benefits for speech,
physical, and chiropractic therapy in 1972Medicare added the option of paymentsi¢alth
maintenance organizatician the 1980s. Over the years, Congress expanded Medicare
eligibility to younger people who hayermanent disabilities and recefSecial Security

Disability Insuranc€SSDI) payments and those who hawelstage renal disea$ESRD). The
association with HMOs begun in the 1980s was formalized under President Clinton in 1997 as
Medicare Part C. In 2003, under President George W§hBaMedicare program for covering

almost all drugsvas passed (and went irgtfect in 2006) as Medicare Part D.

The government addéubspicebenefits to aid the elderly on a temporary basis in 1982d
made this permanent in 1984. Congress further expanded Medicare in 2001 to cover younger

people withamyotrophic lateral sclerosfsAL S, or Lou Gehri gds di sease
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Administration| edit] Thecenters for Medicare and Medicaid Servi(@Ms), a
component of th®epartment of Health and Human ServifidslS), administers Medicare,
Medicaid theChildren's Health Insurance Progré@HIP), theClinical Laboratory

Improvement Amendmen{€LIA) and parts of the Affordable Care Act (ACK).Along with

the Departments of LabandTreasury CMS also implements the insurance reform provisions
of theHealth Insurane Portability and Accountability Aaif 1996 (HIPAA) and most aspects of
the Patient Protection and Affordable Care Act (PPACA) of 2010 as amendeSodiae
Security Administrations responsible for determining Medicare eligibility, eligibility for and
payment of Extra Help/Low Income Subsidy payments related to Part D Medicare, and
collecting some premium payments for the Medicare program.

The Chief Actuary of CMS is responsible for providing accounting information and cost
projections to the Medicare Board of Trustees to assist them in assessing the financial health of
the program. The Board is required by law to issue annual reports fomatheal status of the
Medicare Trust Funds, and those reports are required to contain a statement of actuarial opinion
by the Chief Actuarysiel

Since the beginning of the Medicare program, CMS (that was not always the name of the
responsible bureaucracy) has contracted with private insurance companies to operate as
intermediaies between the government and medical providers to administer Part A and Part B
benefits. Contracted processes include claims and payment processing, call center services,
clinician enrollment, and fraud investigation. Beginning in 1997 and 2005 resgecthese and
other insurance companies also began administering Part C and Part D plans.

The Specialty Society Relative Value Scale Update CommjitieRelative Value Update
Committee; RUC), composed physiciansassociated with th&merican Medical Associatign
advises the government about pay standards for Medicare patient procedures performed by
doctors and other professionals under Medicare P&irtABsimilar but different CMS system
determines the rates paid acute care and other ho8pitalsiding skilled nursing facilitie®

under Medicare Part A.

Financing[edit]

Medicare has several sources of financing.

Part A'sinpatientadmitted hospital and skilled nursing coverage is largely funded by revenue
from a 2.9%payroll taxlevied on employers and workers (each pay 1.45%). Dettember 31,

1993, the law provided a maximum amount of compensation on which the Medicare tax could be
imposed each year, in the same way that the Social Security tax works in the UniteéStates.
Beginning January 1, 1994, the compensation limit was removeeer8plbyed individuals

must pay the entire 2.9% tax on seffiployed net earnings (because they are both employee and
employer), but may deduct half of ttex from the income in calculating income téx.

Beginning in 2013, the rate of Part A tax on earned income exceeding US$200,000 for
individuals (US$250,000 for maed couples filing jointly) rose to 3.8%, in order to pay part of

the cost of the subsidies mandated byRRACA
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Parts B and D are partially funded by premiums paid by Medicare enrollees and general fund
revenue. In 2006 a surtax was added to Part B premium for higleene serars to partially

fund Part D. In the PPACA legislation of 2010, a surtax was added to the Part D premium for
higher income seniors to partially fund PPACA and the number of Part B beneficiaries subject to
the 2006 surtax was doubled, also partially to fRBRACA.

Parts A and B/D use separate trust funds to receive and disburse the funds mentioned above. Part
C uses these two trust funds as well in a proportion determined by CMS that reflect the fact that
Part C beneficiaries are fully on Parts A and B ofiMare but that their medical needs are paid

for per capita rather than "fee for service" (FFS).

In 2015, Medicare spending accounted for about 15% of total United States Federal spending.
This share is projected to exceed 17% by 2820.

Retirement of th&aby Boomgeneratiod which by 2030 is prgjcted to increase enroliment to

more than 80 million as the number of workers per enrollee declines from 3.8 tari4ising
overallhealth care costsose substantial financial challenges to the program. Medicare spending
is projected to increase from $523 billion in 2010 to just over $1 trillion by 20B2aby

boomers' health is also an important factor: 20% have five or more chronic conditions, which

will add to the future cost of health care (www.cms.gov, 2012). In response to these financial
challenges, Congress made subisiaouts to future payouts to providers as part of PPACA in

2010 and the Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) and
policymakers have offered a number of additional competing proposals to reduce Medicare costs
further.

Nearly one irthree dollars spent on Medicare flows through one of segesateduction
programg?? Cost reduction is influenced by factors including reduction in inappropriate and
unnecessary care lgyaluating evidencbased practicess well as reducing the amount of
unnecessary, duplicative, and inappropriate care. Cost reduction may also be effected by
reducing medical errors, investmenti@althcarenformation technologyimproving
transparency of cost and quality data, increagahministrative efficiencyand by developing
both clinical and nostlinical guidelines and quality standars.

Eligibility[ edi]

In general, all persons 65 years of age or older who have been legal residents of the United States
for at least five years are eligible for MedicdPeople with disabilitieander 65 may also be

eligible if they receivé&ocial Security Disability Insuran¢8SDI) benefits. Specific medical

conditions may also help people become eligible to enroll in Medicare.

People qualify for Medicare coverage, and Medicare Part A premiums are entirely waived, if the
following circumstances apply:

1 They are 65 years or oldandUS citizens or have been permanent legal residents for
five continuous yearsndthey or their spouse (or qualifying-spouse) has paid
Medicare taxes for at least 10 years.
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or

1 They are under 65, disabled, and have been receiving Sitleexl Security5SDI
benefits oRailroad Retiremet Boarddisability benefits; they must receive one of these
benefits for at least 24 months from date of entitlement (eligibility for first disability
payment) before becoming eligible to enroll in Medicare.

or

1 They get continuing dialysis f@and stage renal diseaseneed &idney transplant

Those who are 65 drolder who choose to enroll in Part A Medicare must pay a monthly
premium to remain enrolled in Medicare Part A if they or their spouse have not paid the
gualifying Medicare payroll taxe.

People with disabilitiessho receive SSDI are eligible for Medicare while they continue to

receive SSDI payments; they lose #lility for Medicare based on disability if they stop

receiving SSDI. The 2dnonth exclusion means that people who become disabled must wait two
years before receiving government medical insurance, unless they have one of the listed diseases.
The 24monthperiod is measured from the date that an individual is determined to be eligible for
SSDI payments, not necessarily when the first payment is actually received. Many new SSDI
recipients receive "back" disability pay, covering a period that usually begimsoaths from

the start of disability and ending with the first monthly SSDI payment.

Some beneficiaries arkialeligible. This means they qualify for bothddicare andedicaid

In some states for those making below a certain income, Medicaid will pay the beneficiaries' Part
B premium for them (most beneficiaries have worked long enoughamno Part A

premium), as well as some of their out of pocket medical and hospital expenses.

Benefits and partsidit]

US Medicare logo (2008)

Medicare has four parts: Part A is Hospital Insurance. Part B is Medical Insuvitieare

Part Dcovers manyrescription drugsthough some are covered by Part B. In general, the
distinction is based on whether or not the drugs areadetiinistered. Part C health plans, the

most popular of which aferanded Medicare Advantage, are another way for Original Medicare
(Part A and B) beneficiaries to receive their Part A, B and D benefits (basically Part C is a public
supplement option that can be compared with group private supplemental Medicare coverage
from a former employer or individually purchased privatealbed Medigap insurance). All

Medicare benefits are subjectrteedical necessity
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The original program inclled Parts A and B. Pa@-like plans have existed as demonstration
projects in Medicare since the early 1980s but the Part was formalized by 1997 legislation.
(Simplistically, Part C is a voucher program similar to the insurance reform included in the
Patent Protection and Affordable Care Act of 2010 as amended). Part D was introduced January
1, 2006.

Part A: Hospital/hospice insurancegdit]

Part A coversnpatienthospitalstays, including senprivateroom, food, and tests. As of

January 1, 2016, Medicare Part A has an inpatient hospital deductible of $1288, coinsurance per
day as $322 after 61 days confinement within one "spell of illness", coinsurance for "lifetime
reserve days" (essentially, daysBd0) of $644 per day, and coinsurance in an Skilled Nursing
Family (following a medically necessary hospital confinement) for dayi0Rlof $161 per

day_[citation needejl

The maximum length of stay that Medicare Part A covers in a hospital inpatient stay or series of
stays is typically 90 days. The first 60 days would be paid by Medicare in full, except one copay
(also and more commonly referred to dsleductible") at the beginning of the 60 days of $1,288

as of 2016. Days 6390 require a cgpayment of $322 per day as of 2016. The beneficiary is also
allocated "lifetime reserve days" that can be used after 90 days. These lifetime reserve days
require acopayment of $644 per day as of 2016, and the beneficiary can only use a total of 60 of
these days throughout their lifetiriA new pool of 90 hospital days, wittew copays of

$1288 in 2016 and $302 per day for days3l, starts only after the beneficiary has 60 days
continuously with no payment from Medicare for hospital or nursing home confinétnent.

Some "hospital services" can be done as inpatient services, which would be reimbursed under

Part A; or as outpatient services, which would be reimbursed, not under Part A, but under Part B
instead. The "TweMidnight Rule" deciés which is which. In August 2013, tGenters for

Medicare and Medicaid Servicaanounced a final rule concerninggtility for hospital

inpatient services effective October 1, 2013. Under the new rule, if a physician admits a

Medicare beneficiary as an inpatient with an expectation that the patient will require hospital

care that fAcrosses tAopamymemntghits, DgdMedi alalr g &)
However, if it is anticipated that the patient will require hospital care for less than two midnights,
Medicare Part A payment is generally not appropriate; payment such as is approved will be paid
under Part BZ The time a patient spends in the hospital before an inpatient admission is

formally ordered is considered outpatient time. But, hospitals and physicians can take into
considerationthepre npati ent admi ssion time when deter mi
reasonably be expected to cross two midnights to be covered under®ant &ddition to

deciding which trust fund is used to pay for these various outpatient vs. inpatient charges, the

number of days for which a person is formally considered an admitted patient affects eligibility

for Part A skilled nursing services.

Medicare paalizes hospitals farradmissionsAfter making initial payments for hospital stays,
Medicare will take back from the hospital these payments, plus a penalty @B4imes the

initial payment, if an abovaverage number of patients from the hospital are readmitted within
30 days. These readmission penalties apply after some of the most common treatments:

Page 13 of 46


https://en.wikipedia.org/w/index.php?title=Medicare_(United_States)&action=edit&section=6
https://en.wikipedia.org/wiki/Inpatient_care
https://en.wikipedia.org/wiki/Hospital
https://en.wikipedia.org/wiki/Wikipedia:Citation_needed
https://en.wikipedia.org/wiki/Medicare_(United_States)#cite_note-25
https://en.wikipedia.org/wiki/Medicare_(United_States)#cite_note-26
https://en.wikipedia.org/wiki/Centers_for_Medicare_and_Medicaid_Services
https://en.wikipedia.org/wiki/Centers_for_Medicare_and_Medicaid_Services
https://en.wikipedia.org/wiki/Medicare_(United_States)#cite_note-27
https://en.wikipedia.org/wiki/Medicare_(United_States)#cite_note-28
https://en.wikipedia.org/wiki/Hospital_Readmission

pneumoniaheart failure heart attackCOPD, knee replacemenhip replacemeritzd A study of

18 states conducted by the Agency for Healthcare Research and Quality (AHRQ) found that 1.8
million Medicare patients aged 65 and older were readmitted within 30 days of an initial hospital
stay in 2011; the conditions with the highest readmission ratescaegestiveheart failure
septicemiapneumoniaandchronic obstructie pulmonary diseasdbronchiectasig?

The highest penalties on hospitals drarged after knee or hip replacements, $265,000 per
excess readmissid¢f.The goals are to encourage better fhmstpital care and more referrals to
hospice and endf-life care in lieu of treatmer#24 while the effect is also to reduceverage

in hospitals that treat poor and frail patiefts! The total pealties for abov@average
readmissions in 2013 are $280 millighfor 7,000 excess readmissions, or $40,000 for each
readmission above the US average fate.

Part A fully covers brief stays for rehabilitation or convalescenceskillad nursing facilityand
up to 100 days per medical necessity with gay if certain criteria are met:

1. A preceding hospital stay must be at least three days as an inpatient, three midnights, not
counting the discharge date.

2. The nursing home stayumst be for something diagnosed during the hospital stay or for
the main cause of hospital stay.

3. If the patient is not receiving rehabilitation but has some other ailment that requires
skilled nursing supervision then the nursing home stay would be covered.

4. The care being rendered by the nursing home must be skilled. Medicare part A does not
pay stays thabnly provide custodial, neskilled, orlong-term careactivities, includng
activities of daily living(ADL) such as personal hygiene, cooking, cleaning, etc.

5. The care must be medically necessary and progress againstet@ian snust be made
on some schedule determined by a doctor.

The first 20 days would be paid for in full by Medicare with the remaining 80 days requiring a
co-payment of $161 per day as of 2016. Marmsurancegroup retiree, Medigap and Part C
insurance plans have a provision for additional coverage of skilled nursing care in the policies
they sell. If a beneficiary uses some portion of their Part A benefit and then goes at least 60 day
without receiving facilitybased skilled services, the-88y hospital clock and 16day nursing

home clock are reset and the person qualifies for new benefit periods.

Hospice benefitare also provided under Part A of Medicare for terminally ill persons with less
than six months to live, as determined by the patient's physician. The terminally ill person must
sign a statement that hospice care has been chosen over other Meulreaeel knefits, (e.g.
assisted livingr hospital care)? Treatment provided includes atmaceutical products for
symptom control and pain relief as well as other services not otherwise covered by Medicare
such agyrief counselingHospice is covered 100% Wwiho cepay or deductible by Medicare

Part A except that patients are responsible for a copay for outpatient drugs and respite care, if
needed?

Part B: Medical insuranceledit]
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Part B medical insurance helps pay for some services and products not coveraddhy Pa
generally on an outpatient basis (but also when on an unadmitted observation status in a
hospital). Part B is optional and may be deferred if the beneficiary or his/her spouse is still
working and has group health coverage through that employer €Tibex lifetime penalty (10%
per year on the premium) imposed for not enrolling in Part B unless actively warking
receiving group health coverage from that employer, or covered by programs/eténans
Health Administration

Part B coverage begins once a patient meets his or her deductible ($183 for 2017), then typically
Medicare covers 80% of the RE@t rate for approved services, whhe remaining 20% is
paid by the patierty either directly or indirectly by private group retireeMdedigapinsurance.

Part B coverage includes chiropractic care, out patient physician services, visiting nurse, and
other services such agrays laboratory andliagnostic tests, influenza and pneumonia
vaccinationsplood transfusiongenaldialysis outpatient hospital procedurdsnited

ambulance transportatiomymunosuppresve drugdor organ transplarecipients,
chemotherapyhormonal treatments suchlagron and other outpatient medical treatments
administered in a doctor's office. Medication administration is covered under Part B if it is
administered by the physician during an office visit.

Pat B also helps witldurable medical equipme(@ME), includingcaneswalkers lift chairs,
wheelchairsandmobility scootergor those withmobility impairmens. Prosthetic devicesuch
asatrtificial limbsandbreast prosthestsllowing mastectomyas well as one pair efyeglasse
following cataract surgeryandoxygenfor home use is also covered.

Complex rules control Part B benefits, and periodically issued advisories describe coverage
criteria. On the national level these advisories are issued by CMS, and are know@al Nati
Coverage Determinations (NCD). Local Coverage Determinations (LCD) apply within the multi
state area managed by a specific regional Medicare Part B contractor, and Local Medical Review
Policies (LMRP) were superseded by LCDs in 2003. Coverage infommatalso located in the

CMS InternetOnly Manuals (IOM), th&€ode of Federal Regulatio(GFR), theSocial Security

Act, and the-ederal Register

The Monthly Premium for Part B for 2016 is $121.80 per month but anyone aal Security

in 2015 is "held harmless" (from the fact that Social Security did not rise in 2016) and pays only
the $104.90 premium withheld monthly in 2015, with incemegghted additional surtaxes for

those with incomes more than $85,000 per anifum.

Part C: Medicare Advantage plansgdit]

Main article: Medicare Advantage

With the passage of tligalanced Budget Act of 199K edicare beneficiaries were formally

given the option to receive their Original Medicare benefits thraagitated health insurance

Part C plans, instead of through the Original fee for service Medicare payment system. Many had
previously had that option via a series of demonstration projects that dated back to the early
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1980s. These Part C planens initially known as "Medicare+Choice". As of thiedicare
Modernization Acof 2003, most "Medicare+Choice" plans weréranded asMedicare

Advantag® (MA) plans (though MA is a government term and might not be visible to the Part C
health plan beneficiary). Other plan types, such as 1876 Cost plans, anadéggdein limited

areas of the country. Cost plans are not Medicare Advantage plans and are not capitated. Instead,
beneficiaries keep their Original Medicare benefits while their insurance company administers
their Part A and Part B benefits. The insuo@ company is then reimbursed for Part B services

by Medicare.

Public Part C Medicare Advantage and other Part C health plans are required to offer coverage
that meets or exceeds the standards set by Original Medicare but they do not have to cover every
benefit in the same way. After approval by the Centers for Medicare and Medicaid Services, if a
Part C plan chooses to pay less than Original Medicare for some benefits, such as Skilled
Nursing Facility care, the savings may be passed along to consunwdfering even lower co
payments for doctor visits.

Original "feefor-servicé Medicare Parts A and B have a standard benefit package that covers
medically necessary care @ascribed in the sections above that members can receive from
nearly any hospital or doctor in the country (if that doctor or hospital accepts Medicare). Original
Medicare beneficiaries who choose to enroll in a Part C Medicare Advantage health plah instea
give up none of their rights as an Original Medicare beneficiary, receive the same standard
benefit® as a minimurd as provided in Original Medicare, and get an annual out of pocket
(OOP) upper spending limit not included in Original Medicare. Howeverrthest typically use

only a select network of providers except in emergencies, typically restricted to the area
surrounding their legal residence (which can vary from tens to over 100 miles depending on
county). Most Part C plans are traditiohahlth maintenance organizatiqghtMOs) that require

the patient to have a primary care physician, though a fepreferred provider organizations
(which typically means the provider restrictions are not as confining as with an HMO).

Public Part C Medicare Advantage health plan membersaipiusually also pay a monthly
premium in addition to the Medicare Part B premium to cover items not covered by traditional
Medicare (Parts A & B), such as the OOP limit, prescription drugs, dental care, vision care,
annual physicals, coverage outside United States, and even gym or health club memberships
as well ad and probably most importandlyreduce the 20% epays and high deductibles
associated with Original Medicat€ But in some situations the benefits are more limited (but
they can never be more limited than Original Medicare and must always include an OOP limit)
and there is no premium. In some cases, the insurer even rebates part or all of the Part B
premium, though these types of Part C plans are becoming rare.

The 2003law payment formulas purposely overcompensated some Part C plans by 12 percent or
more on average compared to what Original Medicare beneficiaries received in the same county
on averagg® in order to increase the availability of Part C plans in rural and-citer

geographies. Before 2003 Part C plans tended to be suburban HMOs tied to mbjor near

teaching hospitals that cost the government the same as or even 5% less on average than it cost to
cover the medical needs of a comparable beneficiary on Original Medicare.
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The 2003 payment formulas succeeded in increasing the percentage of rurakamdyrpoor

that could take advantage of the OOP limit and lowgpays and deductibldsas well as the
coordinated medical cadeassociated with Part C plans. In practice however, one set of
Medicare beneficiaries received more benefits than otherdiffeeences caused by the 2003
law payment formulas were almost completely eliminated by PPACA and have been almost
totally phased out according to the 2013 MedPAC annual report, March 2013. One remaining
specialpaymentformula progrard designed primarilyor unions wishing to offer a Part C

pland is being phased out beginning in 2017. In 2015, on average a Part C beneficiary cost the
Medicare Trust Funds 5% less than a beneficiary on traditional fee for service Medicare,
completely reversing the situatiom 2006 right after implementation of the 2003 law and
restoring the capitated fee vs fee for service funding balance to its original intended level.

Enroliment in public Part C health plans, including Medicare Advantage plans, grew from 5.4
million in 2005to over 17 million in 2015. This represents almost 32% of Medicare

beneficiaries. Almost all Medicare beneficiaries have access to at least two Medicare Advantage
plans; most have access to three or more.

Part D: Prescription drug plans|edit]

Main articles:Medicare PartD and Medicare Part D coverage gap

Medicare Part Qvent into efect on January 1, 2006. Anyone with Part A or B is eligible for Part
D, which covers mostly seidministered drugs. It was made possible by the passage of the
Medicare Modernization Acif 2003. To receive this benefit, a person with Medicare must
enroll in a stangilone Prescription Drug Plan (PDP) or Medicare Advantage plan with
integrated prescription drug coverage (NPD). These plans are approwet regulated by the
Medicare program, but are actually designed and administered by private health insurance
companies and pharmacy benefit managers. Unlike Original Medicare (Part A and B), Part D
coverage is not standardized (though it is highly regdlaly the Centers for Medicare and
Medicaid Services). Plans choose which drugs they wish to cover (but must cover at least two
drugs in 148 different categories and cover all or "substantially all" drugs in the following
protected classes of drugs: atdincer; antpsychotic; antconvulsant, artdepressants,
immuncosuppressant, and HIV and AIDS drugs). The plans can also specify with CMS approval
at what level (or tier) they wish to cover it, and are encouraged &teg¢herapySome drugs

are excluded from coverage altogether and Part D plans that cover excluded drugs are not
allowed to pass those costs on to Medicare, and plans are required to repay CMS if they are
found tohave billed Medicare in these cases.

Under the 2003 law that created Medicare Part D, the Social Security Administration provides
extensive extra help to lowerdome seniors such that they have almost no drug costs; in
addition approximately 25 states offer additional assistance on top of Part D. It should be noted
again for beneficiaries who are dwgigible (Medicare and Medicaid eligible) Medicaid may

pay fordrugs not covered by Part D of Medicare. Most of this aid to lower income seniors was
available to them through other programs before Part D was implemented.

Out-of-pocket costsgdit]
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No part of Medicare pays for all of a beneficiary's covered medical costs and many costs and
services are not covered at all. The program conpaersiums deductiblesand coinsurance,

which the covered individual mugty outof-pocket A study published by th€aiser Family
Foundatiornin 2008 found the Fefor-Service Medicare befiepackage was less generous than

either the typical large employBreferred provider organizatiguan or the=ederal Employees

Health Benefits Prograi@tandard Optiof? Some people may qualify to have other

governmental programs (such as Medicaid) pay premiums and some or all of the costs associated
with Medicare.

Premiumsl|edit]

Most Medicare enrollees do not pay a monthly Part A premium, because they (or a spouse) have
had 40 or more-Bhonth quarters in which they pai@deral Insurance Contributions Act

taxes.The benefit is the same no matter how much or how little the beneficiary paid as long as
the minimum number of quarters is reached. Medietiggble persons Wwo do not have 40 or

more quarters of Medicai@vered employment may buy into Part A for an annual adjusted
monthly premium of:

1 $248.00 per month (as of 20%#2¥or those with 3039 quarters of Medicareovered
employment, or

T $451.00 per month (as of 20%#2¥or those with fewer than 30 quarters oédicare
covered employment and who are not otherwise eligible for pretiregrPart A
coverage

Most Medicare Part B enrollees payiagsurance premiurfor this coverage; the standard Part B
premium for 2013 through 2015 was $104i9B35.70 per month. The premium increased to

over $120 a month in 2016 but only for those not oci&@ Security in 2015. A new income

based premium surtaschemaas been in effect since 2007, wherein Part B premiums are higher
for beneficiaries with incomes exceedi®b,000 for individuals or $170,000 for married

couples. Depending on the extent to which beneficiary earnings exceed the base income, these
higher Part B premiums are $139.90, $199.80, $259.70, or $319.70 for 2012, with the highest
premium paid by indiduals earning more than $214,000, or married couples earning more than
$428,0002

Medicare Part B premiums are commonly deducted automatfoattybeneficiaries’ monthly

Social Security checks. They can also be paid quarterly via bill sent directly to beneficiaries.
This alternative is becoming more common because whereas the eligibility age for Medicare has
remained at 65 per the 1965 legiglaf the secalled Full Retirement Age for Social Security has
been increased to 66 and will go even higher over time. Therefore, many people delay collecting
Social Security and have to pay their Part B premium directly.

Part C plans may or may not chapgemiums (almost all do), depending on the plans' designs as

approved by the Centers for Medicare and Medicaid Services. Part D premiums vary widely
based on the benefit level.

Deductible and coinsurancegdit]
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Part A 7 For eachbhenefit perioda beneficiary pays an annuallyjusted:

1 A Part A deductible of $1,288 in 2016 abt,316in 2017for a hospital stay ofi’60
daystu

T A $322 per day cpay in 2016 an&329co-pay in2017 for days 6190 of a hospital
Staybtu

T A $644 per day cpay in 2016 an&658co-pay in2017for days 91150 of a hospital
stay.® as part of their limitedlifetime Reserve Days

T All costs for each day beydrl50 day&!

1 Coinsurance for a Skilled Nursing Facility$i&61per day in 2016 an§i164.50in 2017
for days 21 through 100 for each benefit perioddovpay for the first 20 day$H

1 A blood deductible of the first 3 pints of blood needed in a calendar year, unless replaced.
There is a 3 pint blood dectible for both Part A and Part B, and these separate
deductibles do not overlap.

Part B i After beneficiaries meet the yearly deductibles83.00for 2017, they will be

required to pay a emsurance of 20% of the Medicaapproved amount for all seces covered

by Part B with the exception of most lab services, which are covered atla@f&woutpatient

mental health, which is currently (2022D11) covered at 55% (45% copay). The copay for
outpatient mental health, which started at 50%, is graduathgdsing over several years until it
matches the 20% required for other services. They are also required to pay an excess charge of
15% for services rendered by physicians who do not accept assignment.

The deductibles, epays, and coinsurance chargesHRart C and D plans vary from plan to plan.
All Part C plans include an annual out of pocket (OOP) upper spend limit. Original Medicare
does not include an OOP limit.

Medicare supplement (Medigap) policieddit]
Main article: Medigap

Of the Medicare beneficiaries who are not celejible for both Medicare (around 20%) and
Medicaid or that do not receive supplemental insurance via a former employer (40%) or a public
Part C Medicare Advantage health plan (about 30%), almost all elect to purchase a type of
private supplemental insuree coverage, called a Medigap plan (20%), to help fill in the

financial holes in Original Medicare (Part A and B). Note that the percentages add up to over
100% because many beneficiaries have more than one type of supplement. These Medigap
insurance potiies are standardized by CMS, but are sold and administered by private companies.
Some Medigap policies sold before 2006 may include coverage for prescription drugs. Medigap
policies sold after the introduction of Medicare Part D on January 1, 2006 hileiteie from

covering drugs. Medicare regulations prohibit a Medicare beneficiary from being sold both a
public Part C Medicare Advantage health plan and a private Medigap Policy. As with public Part
C health plans, private Medigap policies are only akbkelto beneficiaries who are already

signed up for benefits from Original Medicare Part A and Part B. These policies are regulated by
state insurance departments rather than the federal government though CMS outlines what the
various Medigap plans must aavat a minimum. Therefore, the types and prices of Medigap
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policies vary widely from state to state and the degree of underwriting, open enroliment and
guaranteed issue also varies widely from state to state.

As of 2016, 11 policies are currently sélthough few are available in all states, and some are

not available at all in Massachusetts, Minnesota and Wisconsin. These are Plan A, Plan B, Plan
C, Plan D, Plan F, High Deductible Plan F, Plan G, Plan K, Plan L, Plan M, and Plan N. Cost is
usually the onlyifference between Medigap policies with the same letter sold by different
insurance companies. Unlike Medicare Advantage Plans, Medicare Supplement Plans have no
networks, and any provider who accepts Medicare must also accept the Medicare Supplement
Plan.

All insurance companies that sell Medigap policies are required to make Plan A available, and if
they offer any other policies, they must also make either Plan C or Plan F available as well,
though Plan F is scheduled to sunset in the year 2020. Amylumeurrently has a Plan F may

keep it.

Payment for servicesgdit]

Medicare contracts with regional insuramoenpanies to process over one billion-feeservice
claims per year. In 2008, Medicare accounted for 13% ($386 billion) éédeeal budgetin

2016 it is projected to account for close to 15% ($683 billion) of the total expenditures. For the
decade 2012019 Medicare is projected to cost 6.4 trillion dolfers.

Reimbursement for Part A servicesgdit]

For institutional care, such as hospital and imgreome care, Medicare ugg®spective

payment systemdn a prospective payment system, the health care institution receives a set
amount of moneydr each episode of care provided to a patient, regardless of the actual amount
of care. The actual allotment of funds is based on a ldiaghosisrelatedgroups(DRG). The

actual amount depends on the primary diagnosis that is actually made at the hospital. There are
some issues surrounding Medicare's use of DRGs because if the patient uses less care, the
hospital gets to keep the remainder. This, in thesitould balance the costs for the hospital.
However, if the patient uses more care, then the hospital has to cover its own losses. This results
in the issue of "upcoding," when a physician makes a more severe diagnosis to hedge against
accidental costs}

Reimbursement for Part B servicesgdit]

Payment for physician services under Medicare has evolved since the program was created in
1965. Initially, Medicare compensated physicians based on the physician's charges, and allowed
physicians to bill Medicare beneifaries the amount in excess of Medicare's reimbursement. In
1975, annual increases in physician fees were limited by the Medicare Economic Index (MEI).
The MEI was designed to measure changes in costs of physician's time and operating expenses,
adjustedor changes in physician productivity. From 1984 to 1991, the yearly change in fees was
determined by legislation. This was done because physician fees were rising faster than
projected.
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The Omnibus Budget Reconciliation Act of 1989 made several changbgdigian payments
under Medicare. Firstly, it introduced the Medicare Fee Schedule, which took effect in 1992.
Secondly, it limited the amount Medicare Amroviders could balance bill Medicare
beneficiaries. Thirdly, it introduced the Medicare Volumefétenance Standards (MVPS) as a
way to control costs!

On January 1, 1992, Medicare introduced the Medicare Fee Schedule (MFS), a list of about
7,000 services thaian be billed for. Each service is priced within ResourceBased Relative

Value ScaldRBRVS) with threeRelative Value Unit§RVUSs) values largely determining the

price. The three RVUs for a procedure are each geographically weighted and the weighted RVU
value is multiplied by a global Consggon Factor (CF), yielding a price in dollars. The RVUs
themselves are largely decided by a private group of 29 (nemsthjalist physiciand the

American Medical AssociatiomSpecialty Society Relative Value Scale Update Committee
(RUC) B!

From 1992 to 1997, adjustments to physician payments were adjustethaesivigl and the
MVPS, which essentially tried to compensate for the increasing volume of services provided by
physicians by decreasing their reimbursement per service.

In 1998, Congress replaced the VPS withShstainable Growth Ra{8GR). This was done
because of highly variable payment rates under the MVPS. The SGR attempts to control
spending by setting yearly and cumulative spendinggets. If actual spending for a given year
exceeds the spending target for that year, reimbursement rates are adjusted downward by
decreasing the Conversion Factor (CF) for RBRVS RVUs.

In 2002, payment rates were cut by 4.8%. In 2003, payment ratesceckiked to be reduced
by 4.4%. However, Congress boosted the cumulative SGR target in the Consolidated
Appropriation Resolution of 2003 (P.L. 109, allowing payments for physician services to rise
1.6%. In 2004 and 2005, payment rates were again setkttube reduced. The Medicare
Modernization Act (P.L. 10873) increased payments 1.5% for those two years.

In 2006, the SGR mechanism was scheduled to decrease physician payments by 4.4%. (This
number results from a 7% decrease in physician payments @i8% inflation adjustment
increase.) Congress overrode this decrease in the Deficit Reduction Act (R362)0and held
physician payments in 2006 at their 2005 levels. Similarly, another congressional act held 2007
payments at their 2006 levels,daHR 6331 held 2008 physician payments to their 2007 levels,
and provided for a 1.1% increase in physician payments in 2009. Without further continuing
congressional intervention, the SGR is expected to decrease physician payments from 25% to
35% over thanext several years.

MFS has been criticized for not paying doctors enough because of the low conversion factor. By
adjustments to the MFS conversion factor, it is possible to make global adjustments in payments
to all doctors:

The SGR was the subject of possible reform legislation again in 2014. On March 14, 2014, the
United States House of Representatppassed th&€GR Repeal and Medicare Provider Payment
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Modernization Act of 2014 (H.R. 4015; 113th Congread)ill that would have replaced the
(SGR) formula with new systems for establishing those payna¢ess” However, the bill

would pay for these changes by delayingAlfferdable Care Acs individual mandate
requirement, a proposal that was very unpopular with Demdérdtse SGR was expected to
cause Medicareeimbursement cuts of 24 percent on April 1, 2014, if a solution to reform or
delay the SGR was not foui@lThis led to another bill, thBrotecting Access to Medicare Act
of 2014 (H.R. 4302; 113th Congresshichwould delay those cuts until March 20%6This

bill was also controversial. Theemerican Medical Associatioand other medical groups
opposed it, asking Congress to provide a permanent solution instead of just anoth&r delay.

The SGR process was replaced by new rules as of the passage of MACRA in 2015.
Provider participation[ edit]

There are two ways for providers to be rei mbu
"assignment,"™ which means that they accept Me
payment (typically 80% from Medica and 20% from the beneficiary). Some non participating

doctors do not take assignment, but they also treat Medicare enrollees and are authorized to

bal ance bill no more than a small fixed amoun
doctors arefrivate contractors,” which means they opt out of Medicare and refuse to accept
Medicare payments altogether. These doctors are required to inform patients that they will be

liable for the full cost of their services eof-pocket in advance of treatmefit.

While the majority of providers accept Medicare assignments, (97 percent for some
specialties¥? and most physicians still accept at least some new Medicare patients, that number
is in decling®! While 80% of physicians in the Texas Meal Association accepted new

Medicare patients in 2000, only 60% were doing so by 20¥study published in 2012

concluded that the Centers for Medicare and EdiServices (CMS) relies on the
recommendations of an American Medical Association advisory panel. The study led by Dr.
Miriam J. Laugesen, dfolumbia Mailman School of Public Healttind colleagues at UCLA

and the University of lllinois, shows that for services provided between 1994 and 2010, CMS
agreed with 87.4% of the recommendations of the committee, known as RUCRwml#tive

Value Update Committe@!

Office medication reimbursementgdit]

Chemotherapwand other medications dispensed in a physician's office are reimbursed according
to the Average Sas Prices® a number computed by taking the total dollar sales of a drug as the
numerator and the number of units sold nationwide as the denonfihdioe. current

reimbursement formula is known as "ASP+6" since it reimburses physicians at 106% of the ASP
of drugs. Pharmaceutical company discounts and rebates are includedalctiation of ASP,

and tend to reduce it. In addition, Medicare pays 80% of ASP+6, which is the equivalent of
84.8% of the actual average cost of the drug. Some patients have supplemental insurance or can
afford the cepay. Large numbers do not. Thiales the payment to physicians for most of the
drugs in an "underwater" state. ASP+6 superseded Average Wholesale Pricelif &@f5a
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2003 frontpage New York imes article drew attention to the inaccuracies of Average
Wholesale Price calculatio#g.

This procedure is scheduled to change dramatically in 2017 under a Cptisgrthat will
likely be finalized in October 2016.

Medicare 10 percent incentive paymentg(dit]

"Physicians in geographic Health Professional Shortage Areas (HPSAs) and Physician Scarcity
Areas (PSAs) can receive incentive payments from Medicare. Payments are made on a quarterly
basis, rather than claHvy-claim, and are handled by each ar&éeslicare carrier™

Enrollment

Generally, if you already receive Sdc&ecurity payments, at age 65 you are automatically
enrolled in Medicare Part A (Hospital Insurance). In addition, you are generally also
automatically enrolled in Medicare Part B (Medical Insurance). If you choose to accept Part B
you must pay a monthigremium to keep it. However, you may delay enrollment with no
penalty under some circumstances, or with penalty under other circumstances.

Part A& B

Part A Late Enrollment Penalty If you are not eligible for premiush r ee Part A, and
buyapremim-based Part A when youobre first eligible
You must pay the higher premium for twice the number of years you could have had Part A, but
didnéup.sigoar example, i f you wer esignup,ypa bl e f or
must pay the higher premium for 4 years. Usua

certain conditions that allow you to sign up for Part A during a Special Enroliment Period.

Part B Late Enrollment Penaltyl f you dona@t tsiBgmwhem fyomdbkPe fir
may have to pay a late enrollment penalty for as long as you have Medicare. Your monthly

premium for Part B may go up 10% for each fultrh@nth period that you could have had Part

B, but didndét sigouupgohdét pay Hstuakkyenroll me
conditions that allow you to sign up for Part B during a special enroliment period.

[72]

Comparison with private insuranceledit]

Medicare differs from private insurance available to working Americafigait it is asocial
insuranceprogram. Social insurance programs provide statutorily guaranteed benefits to the
entire population (under certain circumstances, suckdasge or unemployment). These

benefits are financed in significant part through universal taxes. In effect, Medicare is a
mechanism by which the state takes a portion of its citizens' resources to guarantee health and
financial security to its citizens wid age or in case of disability, helping them cope with the
enormous, unpredictable cost of health care. In its universality, Medicare differs substantially
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from private insurers, which must decide whom to cover and what benefits to offer to manage
theirrisk pools and guarantee their costs don't exceed prenieirms:e

Because the federal government is legally obligated to provide Medicaft®ém older and

disabled Americans, it cannot cut costs by restricting eligibility or benefits, except by going
through a difficult legislative process, or by revising its interpretationegfical necessit\By

statute, Medicare may only pay for items and services that are "reasonable and necessary for the
diagnosis or treatment of iliness or injury or to improve the functioning of a malformed body
member”, unless the is another statutory authorization for paym@r€utting costs by cutting

benefits is difficult, but the program can also achieve substantial economies oh seaies of

the prices it pays for health care and administrative expgéresesd , as a result, pr
costs have grown al most 6 0Bgormpigagscriiiaerd | Mad iedar
cost growth is now the same as GDP growth and

for the next decadé&!

Because Medicare offers statutorily determined benefits, its coverage policies and payment rates
are publicly known, and all enrollees are éaditto the same coverage. In the private insurance
market, plans can be tailored to offer different benefits to different customers, enabling
individuals to reduce coverage costs while assuming risks for care that is not covered. Insurers,
however, have fafewer disclosure requirements than Medicare, and studies show that customers
in the private sector can find it difficult to know what their policy covérand atwhat cost?

Moreover, since Medicare collects data about utilization and costs for its erdalletsthat

private insurers treat as trade sed@dtgives reseatters key information about health care

system performance.

Medicare also has an important role driving changes in the entire health care system. Because
Medicare pays for a huge share of health care in every region of the country, it has a great deal of
power to set delivery and payment policies. For example, Medicare promoted the adaptation of
prospective payments based on DRGO6s, which pr
own exorbitant price®! Meanwhile, thePatient Protection and Affordable Care Aeis given

Medicae the mandate to promote casintainment throughout the health care system, for

example, by promoting the creation of accountable care organizations or by repladorg fee

service payments with bundled paymeéfits.

Costs and funding challengegdit]

Medicare and Mdicaid Spending & GDP (2013)
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Medicare Costs % GDP 1970-2080
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The Medicare Trustees reduced their forecast for Medicare cd4t€&&P, mainly due to a
lower rate of healthcare cost increases.

Over the longerm, Medicare faces significant financial challenges because of risirglover

health care costs, increasing enrollment as the population ages, and a decreasing ratio of workers
to enrollees. Total Medicare spending is projected to increase from $523 billion in 2010 to

around $900 billion by 2020. From 2010 to 2030, Medicarellemeat is projected to increase

from 47 million to 79 million, and the ratio of workers to enrollees is expected to decrease from
3.7 to 2.42 However, the ratio ofvorkers to retirees has declined steadily for decades, and

social insurance systems have remained sustainable due to rising worker productivity. There is
some evidence thatodudivity gains will continue to offset demographic trends in the near

futurefs

The Congressional Budget Offig€BO) wrote in 2008 that "future growth in spending per
beneficiary for Medicare and Medicdid he f eder al governmentdtds maj ¢
will be the most important determinant of letegm trend in federal spending. Changing those

programs in ways that reduce the growth of ébsthich will be difficult, in part because of the

complexity of health policy choicdsi s ul t i mat el y t heenchallengechnn s cen
setting federal fiscal pay. "

Overall health care costs were projected in 2011 to increase by 5.8 percent annually from 2010 to
2020, in part because of increased utilization of medicaicgss, higher prices for services, and

new technologieg? Health care costs are rising across the board, but the cost of insurance has

risen dramatically for famgs and employers as well as the federal government. In fact, since

1970 the pecapita cost of private coverage has grown roughly one percentage point faster each

year than the perapita cost of Medicare. Since the late 1990s, Medicare has performed

espeially well relative to private insurel.Over t he next decade, Medi c
spending is projected to grow at a rate of 2.5 percent each year, compganedtoy at e i nsur at
4.8 percent? Nonetheless, most experts and policymakers agree containing health care costs is
essential to t heMushaoftheaebdtesovelr thesfutuaelof Medicaré revolkes

around whether per capita costs should be reduced by limiting payments to providers or by

shifting more costs to Medicare enrollees.
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Indicators[ edit]

Several measures serve as indicators of thetiermg financial status of Medicare. These include

total Medicare spending as a sharguafss domestic produ@GDP), the solvency of the

Medicare HlI trust fund, Medicare peapita spending growth relativeitdlation and pefcapita

GDP growth; general fund revenue as a share of total Medicare spending; and actuarial estimates
of unfunded liability over the #$ear timeframe and the infinite horizon (netting expected
premium/tax revenue against expectedgjod he major issue in all these indicators is

comparing any future projections against current law vs. what the actuaries expect to happen. For
example, current law specifies that Part A payments to hospitals and skilled nursing facilities

will be cut sibstantially after 2028 and that doctors will get no raises after 2025. The actuaries
expect that the law will change to keep these events from happening.

Total Medicare spending as a share of GDRHit]

This measure, which examines Medicare spending in the context of the US economy as a whole,
is expected to increase from 3.6 percent in 20102 percent by 2098 under current law and

over 9 percent under what the actuaries really expect will happen (called an "illustrative
example" in recenyear Trustees Reports).

The solvency of the Medicare HI trust fundpdit]

This measure wolves only Part A. The trust fund is considered insolvent when available
revenue plus any existing balances will not cover 100 percent of annual projected costs.
According to the latest estimate by the Medicare trustees (2016), the trust fund is etxpected
become insolvent in 11 years (2028), at which time available revenue will cover 87 percent of
annual projected costs.Since Medicare began, this sehcy projection has ranged from two to
28 years, with an average of 11.3 yedrs.

Medicare per-capita spending growth relative to inflation and percapita GDP
growth[edi]

Thelndependent Payment Advisory BodtBAB), which theAffordable Care Acor "ACA"

created, will use this measure to determine whether it must recommend to Congress proposals to
reduce Medicare costs. Under the ACA, Congress established maximum targets, or thresholds,
for percapita Medicare spending growth. For the fisgar periodending in 2015 through 2019,
these targets are based on the avera@®ét) and CPIM. For the fiveyear periods ending in

2020 and subsequent years, these tam@et based on peapita GDP growth plus one

percentage poirf® Each year, the CMS Office of the Actuary must compare those two values,
and if the spendg measure is larger than the economic measure, IPAB must propese cost
savings recommendations for consideration in Congress on an expedited basis. The
Congressional Budget Office projects that Medicarecagita spending growth will not exceed

the econmic target at any time between 2015 and 2621.

Through 2016, these trigger points have never been reached and IPAB has not even been formed.
However, in the 2016 Mkcare Trustees Report, the actuaries estimate that the trigger points
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will be reached in 2016 or 2017 and that IPAB will affect Medicare spending for the first time in
2019 (meaning it will need to be formed and recommend its cuts in 2017).

General fund revenue as a share of total Medicare spendirgit]

This measure, estasthed under th&ledicare Modernization A(MMA), examines Medicare

spending in the context of the federal budget. Each year, MMA requires the Medistges to

make a determination about whether general fund revenue is projected to exceed 45 percent of

total program spending within a sevgear period. If the Medicare trustees make this
determination i n two cons essuetinvesponse the psesiderat fi f u
must submit cossaving legislation to Congress, which must consider this legislation on an

expedited basis. This threshold was reached and a warning issued every year between 2006 and
2013 but it has not been reached sitiat time and is not expected to be reached in the 2016

2022 "window." This is a reflection of the reduced spending growth mandated by the ACA

according to the Trustees.

Unfunded obligation[edit]

Medi careds unfunded obligation is the total a
today such that the principal and interest would cover the gap betweertguojvenues

(mostly Part B premiums and Part A payroll taxes to be paid over the timeframe under current

law) and spending over a given timeframe. By law the timeframe used is 75 years though the
Medicare actuaries also give an infiriterizon estimatéecause life expectancy consistently

increases and other economic factors underlying the estimates change.

As of January 1, 2016, Medicarebds unfunded ob
trillion for the Part A Trust Fund and $28.6 trillion forrPB. Over an infinite timeframe the

combined unfunded liability for both programs combined is over $50 trillion, with the difference
primarily in the Part B estimat&i®® These estimates assume that CMS will pay full benefits as
currently specified over those periods though that would be contrary to current Uatisl St

law. In addition, as discussed throughout each annual Trustees' report, "the Medicare projections
shown could be substantially understated as a result of other potentially unsustainable elements
of current law." For example, current law effectivelpydes no raises for doctors after 2025;

that is unlikely to happen. It is impossible for actuaries to estimate unfunded liability other than
assuming current law is followed (except relative to benefits as noted), the Trustees state "that
actual longrange present values for (Part A) expenditures and (Part B/D) expenditures and
revenues could exceed the amounts estimated by a substantial margin."

Public opinion[edit]

Popul ar opinion surveys show that the public
urgent as other concerns. In January 2006RP#ve Research Centfrund 62 percent of the
public said addressing Medicareds financi al p

government, but that still put it behind other prioriteSur veys suggest that t
consensus behind any specific strategy to keep the program s8lvent.
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Fraud and wastegdit]

Main article: Medicare fraud

The Government Accountability Officksts Medicare as a "highsk” government program in
need of reform, in part becauskits vulnerability to fraud and partly because of its loeign
financial problem#:2e4esl Fewer than 5% of Medicare claims are audfed.

Criticism[ edit]
Unearned entitlementfedit]
Yaron Brookof the Ayn Rand Institutdhas argued that the birth of Medicare represented a shift

away from personal responsibility and towards a view that health care is an unearned
"entitlement"” to be provided at others' expefise.

Robert M. Ball, a former commissioner of Social Security under President Kennedy in 1961 (and
later under Johnson, and Nixon) defined the major obstacle to financing health insurance for the
elderly:the high cost of care for the aged combined with the generally low incomes of retired
people. Because retired older people use much more medical care than younger employed
people, an insurance premium related to the risk for older people needed to bethigine

high premium had to be paid after retirement, when incomes are low, it was an almost impossible
burden for the average person. The only feasible approach, he said, was to finance health
insurance in the same way as cash benefits for retirebmeatntributions paid while at work,

when the payments are least burdensome, with the protection furnished in retirement without
further paymeni? In the eary 1960s relatively few of the elderly had health insurance, and what
they had was usually inadequate. Insurers suéiuesCrosswhich had originally applied the
principle ofcommunity ratingfaced competition from other commercial insurers that did not
community rate, and so were forced to raise ttad@s for the elderl§

Medicare is not generally an unearned entitlement. Entitlement is most commonly based on a
record of contributions to the Medicare fund.Agh it is a form ofocial insurancenaking it

feasible for people to pay for insurance for sickness in old age when they are young and able to
work and be assured ofttjag back benefits when they are older and no longer working. Some
people will pay in more than they receive back and others will receive more benefits than they
paid in. Unlike private insurance where some amount must be paid to attain coveragéhlall elig
persons can receive coverage regardless of how much or if they had ever paid in.

Politicized paymentfedit]

Bruce Vladeck, director of thdealth Care Financing Administratiamthe Clinton

administration, has argued that lobbyists have changed the Medicare program "from one that
provides a legal entitlement to beneficiaries to one that provides a de facto political entitlement
to providers. .t
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Quality of beneficiary servicesgdit]

A 2001 study by th&overnment Accountability Officevaluated the quality of responses given

by Medicare conaictor customer service representatives to provider (physician) questions. The
evaluators assembled a list of questions, which they asked during a random sampling of calls to
Medicare contractors. The rate of complete, accurate information provided byakéedic

customer service representatives was 89ince then, steps have been taken to improve the
quality of customer service given by Medicare contractors, spaityfithe1-800-MEDICARE
contractor. As a resuli:8000MEDICARE customer service representatives (CSR) have seen an
increase in training, quality assurance monitoring has significantly increased, and a customer
satisfaction survey is offered tandom callers.

Hospital accreditation[edit]

In most states théint Commissiona private nonprofit organizatiorfor accrediting hospitals,
decides whether or not a hospithible to participate in Medicare, as currently there are no
competitor organizations recognized by CMS.

Other organizations can also accredit hospitals for Meditare=" These include the
Community Health Accreditation ProgratheAccreditation Commission for Health Catke
Compliance Teamndthe Healthcare Quality Association on Accreditation

Accreditation is voluntary and an organization may cbdoshe evaluated by their State Survey
Agency or by CMS directlye2

Graduate medical educationgdit]

Medicare funds the vast majority fsidencytraining in the US. Thisax-based financing

covers resident salaries and benefits through payments called Direct Medical Education
payments. Medicare also uses taxes for Indirect Medical Education, a subsidytpaihiog

hospitalsin exchange for training resident physiciéfisi-or the 2008 fiscal year these payments

were $2.7 and $5.7 billion respgeely.t4 Overall funding levels have remained at the same

level over the last 10 years, so that the same number or fewer residents have been trained under
this plogramies Meanwhile, the US population continues to grow older, which has led to greater
demand for physicians. At the same time the cost ofeakservices continue rising rapidly and

many geographic areas face physician shortages, both trends suggesting the supply of physicians
remains too low

Medicae finds itself in the odd position of having assumed control of graduate medical
education, currently facing major budget constraints, and as a result, freezing funding for
graduate medical education, as well as for physician reimbursemerit#dtes halt in funding

in turn exacerbates the exact problem Medicare sought to solve in the first place: improving the
availability of medical care. Hogver, some healthcare administration experts believe that the
shortage of physicians may be an opportunity for providers to reorganize their delivery systems
to become less costly and more efficient. Physicians' assistants and Advanced Registered Nurse
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Preactitioners may begin assuming more responsibilities that traditionally fell to doctors, but do
not necessarily require the advanced training and skill of a phys#gian.

Of the 35,476 total active applicants who participated in The National Resident Matching
Program in 2016, 75.6% (26,836) were able to B@ly-1 (R-1) matches. Out of the total active
applicants, 51.27% (18,187) were graduates of conventional US medical schools; 93.8%
(17,057) were able to find a match. In comparison, match rates were 80.3% othsteop
graduates, 53.9% of US citizen international medical school graduates, and 50.5%J& non
citizen international medical schools gradué&#és.

Legislation andreform[ edit]

This section needs expansiowith: with separate more detailed descriptions of
legislationand reformsYou can help bydding to it (January 2012)

196071 PL 86-778Social Security Amendments of 19@derr-Mills aid)

196571 PL 8997 Social Security Act of 196Fstablishing Medicare Benefitg

19801 Medicare Secondary Payer Act of 198@escription drugs coverage added
19881 PL 1003360 Medicare Catastrophic Coverage Act of 1988/

19891 Medicare CatastrophiCoverage Repeal Act of 1989111

19971 PL 10533 Balanced Budget Act of 1997

20037 PL 108173 Medicare Prescription Drug, Improvement, and Modernization Act
20107 Patient Protection and Affordable Care AcdHealth Care and Education
Reconciliation Act of 2010

20131 Sequestration effects on Medicare due to Budget Control Act of 2011

20157 Extensive changes to Medicare, primarily to the SGR provisions of the Balanced
Budget Act of 1997 as part of the Medic&mecess and CHIP Reauthorization Act
(MACRA)

1 201671 Changes to the Social Security "hold harmless" laws as they affect Part B
premiums based on the Bipartisan Budget Act of 2015

=A =4 =4 =4 -4 -4 -4 A

= =4

In 1977, theHealth Care Financing AdministratigfCFA) was established as a federal agency
responsible for the administration of Medicare and Medicaid. This would be renaedtérs
for Medicare and Medicaid Servic6SMS) in 2001. By 1983, theiagnosisrelated group

(DRG) replaced pay for service reimbursements to hospitals for Medicare patients.

Presidensill Clinton attempted an overhaul of Medi® through hisiealth care reform plan
1993 1994 but was unable to get the legislation passed by Congress.

In 2003Congrespassed th&ledicare Prescription Drug, Improvement, and Modernization Act
which PresidenGeorge W. Busligned into law on December 8, 2003. Part of this legislation
included filling gaps in prescripticdrug coverage left by the Medicare Secondary Payer Act

that was enacted in 1980. The 2003 bill strengthened the Workers' Compensation Medicare Set
Aside Program (WCMSA) that is monitored and administered by CMS.
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On August 12007, the US Housdédnited States Congressted to reduce payments to Medicare
Advantage providers in order to pay for expanded coverage of children's ureddththeSCHIP
program. As of 2008, Medicare Advantage plans cost, on average, 13 percent more per person
insured forike beneficiaries than direct payment plafsMany health economists have

concluded that payments to Medicare Advantage providers have been excessive. The Senate
after heavy lobbying from the insurance industry, declined to agree to the cuts in Medicare
Advantage proposed by the House. President Bush subsequently vetoed the SCHIP éxtension.

Effects of the Patient Protection and Affordable Care Actgdit]

ThePatient Protection and Affordable Care ARRPACA") of 2010 made a number of changes

to the Medicargrogram. Several provisions of the law were designed to reduce the cost of
Medicare. The most substantial provisions slowed the growth rate of payments to hospitals and
skilled nursing facilities under Parts A of Medicare, through a variety of methgdsaditrary
percentage cuts, penalties for readmissions).

Congress also attempted to reduce payments to public Part C Medicare health plans by aligning
the rules that establish Part C plans' capitated fees more closely with the FFS paid for
comparable a@ to "similar beneficiaries" under Parts A and B of Medicare. Primarily these
reductions involved much discretion on the part of CMS and examples of what CMS did
included effectively ending a Part C program Congress had previously initiated to incesase th
use of Part C in rural areas (thecaled Part C PFFS plan) and reducing over time a program

that encouraged employers and unions to create their own Part C plans not available to the
general Medicare beneficiary base-¢adled Part C EGWP plans) bygwiding higher

reimbursement. These two types of Part C plans had been identified by MedPAC as the programs
that most negatively affected parity between the cost of Medicare beneficiaries on Parts A/B/C
and the costs of beneficiaries not on Parts A/BM&sE efforts to reach parity have been more

than successful. As of 2015, all beneficiaries on A/B/C cost 4% less per person than all
beneficiaries not on A/B/C. But whether that is because the cost of the former decreased or the
cost of the latter increages not known.

PPACA also slightly reduced annual increases in payments to physicians and to hospitals that
serve a disproportionate share of lowwome patients. Along with other minor adjustments, these
changes reduced Medi c aextedarade jy 5465 bélicit! ed cost ove

Additionally, the PPACA created thiedependent Payment Advisory Bogrdi | PABO0) , whi c't
empowered to submit | egislative propos-als to
capita spending grows faster than-papita GDP plus one perce#itWhile the IPAB would be

barred from rationing care, raising revenue, changing benefits or eligibility, increasing cost

sharing, or cutting payments to hospitals, r=ation has been one of the more controversial

aspects of health refor##! In 2016, the Medicare Trustees projected that the IPAB will have to

convene in 2017 anaake cuts effective in 2019.

The PPACA also made some changes to Medicare
socal l ed Adonut holed between Part D pioansd co
pocket spending, reducinga PartDem| | ee6s 6 exposure to the cost
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average of $2,000 a ye&f. This lowered costs for about 5% of the people on Medicare. Limits
were als@laced on oubf-pocket costs for imetwork care for public Part C health plan
enrolleesi” Most of these plans had such a limit but ACA formalized the annualf gaicket
spend limit. Beneficiaries on traditional Medicare do not get such a limit but can effectively
arrange for one through private insurance.

Meanwhile, Medicare Part B and D premiums were restructured in ways that reduced costs for
most people whd raising contributions from the wealthiest people with Medigaréhe law
also expanded coverage of or eliminategpags for some preventive services.

The PPACA instituted a number of measures to control Medicare fraud and abuse, such as longer
oversight periods, provider screenings, stronger standards for certaitigpsotie creation of

databases to share data between federal and state agencies, and stiffer penalties for violators. The
law also created mechanisms, such as the Center for Medicare and Medicaid Innovation to fund
experiments to identify new payment ahelivery models that could conceivably be expanded to
reduce the cost of health care while improving quétity.

Proposals for reforming Medicareledit]

As legislators continue to seek new ways to control the cost of Medicare, a number of new
proposalgo reform Medicare have been introduced in recent years.

Premium support

Since the midl990s, there have been a number of proposals to change Medicare from a publicly
run social insurance program with a defined benefit, for which there is no limit to the
government 6s expenses, into a progtenmhda hat off
basic concept behind the proposals is that the government would make a defined contribution,
that is a premium support, to the health plan of a Medicare enrollee's choice. Insurers would
compete to provide Medicare béiteeand this competition would set the level of fixed

contribution. Additionally, enrollees would be able to purchase greater coverage by paying more
in addition to the fixed government contribution. Conversely, enrollees could choose lower cost
coverageand keep the difference between their coverage costs and the fixed government
contributioni22123 The goal of premium Medicare plans is for greater-effsictiveness; if such

a proposal worked as planned, the financial incentive would be greatest for Medicare plans that
offer the best care at the lowest g%t

There have been a number of criticisms of the premium supmalel. Some have raised

concern about risk selection, where insurers find ways to avoid covering people expected to have
high health care costs! Premium suppid proposals, such as the 2011 plan proposeRdmy

Paul RyanRi Wis.), have aimed to avoid risk selection by including protection language
mandating that plans participating in such coverage must provide insurance to all beneficiaries
and are not abl® avoid covering higher risk beneficiaries.Some critics are concerned that

the Medicare population, which has particularly high rates of cogmitigairment and

dementia, would have a hard time choosing between competing health2pRobert Moffit, a

senior fellow ofThe Heritage Foundatiaesponded to this concern, stating that while there may
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be research indicating that individuals have difficulty making the correct choice of health care
plan, there is nevidence to show that government officials can make better cligiddsnry
Aaron, one of the original proponents of premium supports, has recently angtitftetidea

should not be implemented, given thégdicare Advantagplans have not successfully
contained costs more effectively than traditional Medicare and betaaipolitical climate is
hostile to the kinds of regulations that would be needed to make the idea wékable.

Two distinct premium support systems/baecently been proposed in Congress to control the

costof MedicareTh e House Repub lwouddave abolish€diraditidnal d g e t
Medicare and requicethe eligible population to purchase private insurance with a newly created
premium support program. This plan would have cut the cost of Medicare by capping the value

of the voucher and tying its growth to inflation, which is expected to be lower #iag hiealth

costs, saving roughly $155 billion over 10 ye&rs? a u | Ryan, the plands auil
competition would drive down cost%! but theCongressional Budget Offi¢€BO) found that

theplan would dramatically raise the cost of health care, with all of the additional costs falling

on enrollees. The CBO found that under the plan, typicgie@®olds would go from paying 35

percent of their health care costs to paying 68 percent byi2030.

In December 2011, Ryan ag@én. Ron WydefD1 Oreq) jointly proposed a new premium
support system. Unli ke Ryanés or i ganal al pl an,
Medicare as an option, and the premium support would not be tied to infi&tibime spending

targets in the RyalVyden plan are the same as the targetsidez in the Affordable Care Act;

it is unclear whether the plan would reduce Medicare expenditure relative to currést law.

Raising the age of eligibility

A numbe of different plans have been introduced that would raise the age of Medicare

eligibility. reeneusnsy Some have argued thas the population ages and the ratio of workers to
retirees increases, programs for the elderly need to be reduced. Since the age at which Americans
can retire with full Social Security benefits is rising to 67, it is argued that the age of eligibility

for Medicare should rise with it (though people can begin receiving reduced Social Security
benefits as early as age 62).

The CBO projected that raising the age of Medicare eligibility would save $113 billion over 10
years after accounting for the necessapaasion of Medicaid and state health insurance
exchange subsidies under health care reform, which are needed to help those who could not
afford insurance purchase'itl The Kaiser Family Foundatiofound that raising the age of
eligibility would save the federal government $5.7 billion a year, while raising cosithfer

payers. According to Kaiser, raising the age would cost $3.7 billion-targ@b66yearolds, $2.8
billion to other consumers whose premiums would rise as insurance pools absorbed more risk,
$4.5 billion to employers offering insurance, and $0lifobi to states expanding their Medicaid
rolls. Ultimately Kaiser found that the plan would raise total social costs by more than twice the
savings to the federal governmétit.

Negotiating the prices of prescription drugs
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Currently, people with Medicare can get prescription drug coverage through a Medicare

Advantage plan or through the standalone private prescription drug plans (PDPs) established

under Medicare PaR. Each plan established its own coverage policies and independently
negotiates the prices it pays to drug manufacturers. But because each plan has a much smaller
coverage pool than the entire Medicare program, many argue that this system of paying for
prescription drugs under mines the governmentos
of drug coverage.

Many look to theVeterans Heallt Administrationas a model of lower cost prescription drug

coverage. Since the VHA provides healthcare directly, it maintains its own formulary and

negotiates prices with manufacturers. Studies show that the VHA pays dramatically less for

drugs than th€DP plans Medicare Part D subsidiz&s® One analys found that adopting a
formulary similar to the VHAG6s would save Med
savings would be around $140 billio#y.

There ae other proposals for savings on prescription drugs that do not require such fundamental
changes to Medicare Part D6s payment and cove
to Medicaid are required to offer a 15 percent rebate on the average maaufae r 6 s -pr i c e.
income elderly individuals who qualify for both Medicare and Medicaid receive drug coverage
through Medicare Part D, and no reimbursement is paid for the drugs the government purchases

for them. Reinstating that rebate would yield sasiof$112 billion, according to a recent CBO
estimate”

Some have guestioned the ability of the federal government to achieve greater savings than the
largestPDB, since some of the | arger plans have cc¢
though the evidence from the VHA is promising. Some also worry that controlling the prices of
prescription drugs would reduce incentives for manufacturers to invest in R&iythioe same

could be said of anything that would reduce c&#%ts.

Ref or mi ng cdaa-digblegr t he *

Roughly nine million Americargs mostly older adults with low incomésare eligible for both
Medicare and Medicaid. These men and women tend to have particularly pooi meatth
than half are beingeated for five or more chronic conditi¢##%® and high costs. Average
annualpec api t a s perdiingg bfl cersidicammsaddt@ K10,0mfar the
Medicare population as a whole all enrolle€s.

Thedualel i gi bl e popul ation comprises roughly 20 |
for 36 percent of its costsg There is substantial evidence that theseviddials receive highly

inefficient care because responsibility for their care is split between the Medicare and Medicaid
programg#ld most see a number of differgmbviders without any kind of mechanism to

coordinate their care, and they face high rates of potentially preventable hospitalizétions.

Because Medicaid and Mexdire cover different aspects of health care, both have a financial

incentive to shunt patients into care the other program pays for.
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Many experts have suggested that establishing mechanisms to coordinate care for the dual

eligibles could yield substantiahvings in the Medicare program, mostly by reducing

hospitalizations. Such programs would connect patients with primary care, create an

individualized health plan, assist enrollees in receiving social and human services as well as

medical care, reconcileedications prescribed by different doctors to ensure they do not

undermine one another, and oversee behavior to improve ié@dltme general ethos of these

propogal s is to Atreat t Handpnaintdinehealth,while avoiding ¢tostly c o n d i
treatments.

There is some controversy over who ekashould take responsibility for coordinating the care

of the dual eligibles. There have been some proposals to transfer dual eligibles into existing

Medicaid managed care plans, which are controlled by individual 8ta@st many states

facing severe budget shortfalls might have some incentive to stint on necessary care or otherwise
shift costs to enrollees and their families to capture some Medicaid savindjsalehas more

experience managing the care of older adults, and is already expanding coordinated care

programs under the ACK? though there are some questiohsaaut pri vate Medi car
capacity to manage care and achieve meaningful cost s&%¥ings.

Estimated savings from more effective coordinated care for the dgibleti range from $125
billion+4 to over $200 billiori®¥ mostly by eliminating unnecessary, expensive hospital
admissions.

Income-relating Medicare premiums

Both House Republicans and President Obama proposed increasing the additional premiums paid
by the wealthiest people with Medicare, compounding sevei@ms in the ACA that would

increase the number of wealthier individuals paying higher, inaehaéed Part B and Part D
premiums. Such proposals are projected to save $20 billion over the course of ddeuatle,

would ultimately result in more than a quarter of Medicare enrollees paying between 35 and 90
percent of their Part B costs by 2035, rather than the typical 25 percent. If the brackets mandated
for 2035were implemented todaye"? it would mean that anyone earning more than $47,000 (as

an individual) or $94,000 (as a couple) would be affected. Under the Republican proposals,
affected individuals would pay 40 percent of the total Part B and Part D premiums, which would
be equivalent of $2,500 todas!

More limited incomerelation of premiums only raises limited revenue. Currently, only 5 percent
of Medicare enrollees pay an incomatated premium, and most only pay 35 percent of their

total premium, copared to the 25 percent most people pay. Only a negligible number of
enrollees fall into the higher income brackets required to bear a more substantial share of their
cost® roughly half a percent of individuals and less than three percent of marrieé<oupl
currently pay more than 35 percent of their total Part B €&sts.

There is some concern that tying premiums to income would weaken Medicare politically over

thelong run, since people tend to be more supportive of universal social programs than of
meanstestedones?*
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Medigap restrictions

Some Medicare suppl ement al i nsurance -(or AMed
sharing, insulating them from any eaftpocket costs and guaranteeing financial security to
individuals with significant heti care needs. Many policymakers believe that such plans raise

the cost of Medicare by creatingarverse incentivthat leads patients to seek unnecessary,

costly teatments. Many argue that unnecessary treatments are a major cause of rising costs and
propose that people with Medicare should feel more of the cost of their care to create incentives
to seek the most efficient alternatives. Various restrictions andasgeshon Medigap coverage

have appeared in recent deficit reduction propdséisis=el One of the furthesteaching reforms
proposed, which would prevent Medigap from covering any of the first $500 of coinsurance
charges and limit itat covering 50 percent of all costs beyond that, could save $50 billion over

10 years® But it would also increase health care costs substantially for peopleasiily

health care needs.

There is some evidence that c Hreaatmagmaybe Medi gap
exaggerated and that potential savings from restricting it might be smaller than ekgected.
Meanwhile, there are some concerns about the potential effects on enrollees. Individuals who

face high charges with every episode of care have been shown to delay or forgo needed care,
jeopardizing their healthna possibly increasing their health care costs down thé&slir&iven

their lack of medical training, most patients tend to have difficulty distinguishing between

necessary and unnecessary treatments. The problem could be exaggerated among the Medicare
population, which has low levels of health literdgsypation needel

Legislative oversightdit]

The followingcongressional committe@sovideoversightfor Medicare program&?

Senate

1 Senate Committee onpfsropriations
o Subcommittee on Labor, Health and Human Services, Education, and Related
Agencies
1 Senate Budget Committee
1 Senate Committee on Finance
1 Senate Committee on Homeland Security and Governmental Affairs
o Subcommittee on Oversight of Government Management, the Federal Workforce,
and the District of Columbia
1 Senate Committee on Health, Education, Labor and Pensions
o Subcommittee on Federal Financial Management, Government Information, and
International Security
o Subcommittee on Primary Health and Aging
1 Senate Special Committee on Aging

House
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f House Committee on Appropriations
o Subcommittee on Labor, Health and Human Services, Education, and Related
Agencies
f House Budget Committee
f House Committee on Energy and Commerce
o Subcommittee on Health
o Subcommittee on Oversight and Investigations
1 House Small Busiess Committee
f House Committee on Ways and Means
o Subcommittee on Health

Joint

1 Joint Economic Committee
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Administration on Aging

Federal Insurance Contributions Act
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