HeEALTH CARE REFORM 2007 - IssuES OVERVIEW AND PROPOSAL COMPARISON

Sen. Republicans

COVERAGE RESPONSIBILITY INDIVIDUALS
Definitions of Concepts and Terms Nunez ‘ Perata - | Governor Kuehl*
Individual mandate ~ Requirement for individuals to have, | Employee mandate with Individual mandate on Individual mandate Single payer
maintain and demonstrate proof of health care coverage on | expanded public programs | workers, including the with subsidies for Establishes universal
their own, whether or not they have access to public or for low-income persons. self-employed, with low-income persons | eligibility for all

employer-sponsored coverage

Employee mandate — Requirement that employees
participate or "take up" coverage when offered by their
employer and pay their share of premium costs, if any.
Single payer health care — A type of health care financing
system in which a single entity, typically a government-run
organization, acts as the administrator (or "payer") to collect
all health care fees and revenues, and pay out all health
care costs, In practice, this means that the government
collects revenues from taxes, business or other sources,
creates an entity to administer a health coverage program
and then pays providers for health care services and costs.
Federal Medicare is a single payer system.

Employees do not have to
take up employer
coverage if their share of
premiums and out-of-
pocket costs exceed a
certain %age of family
income (TBD).

expanded public
programs for low-
income working
persons.

through a state-
administered
purchasing program,

Employees are not
required to take up
employer coverage
that is offered to
them but are required
to demonstrate proof
of coverage either
through the employer
or on their own.

California residents,
{physical presence in
the state with intent
to reside) in a state-
administered health
care coverage
program, the
California Health
Insurance System
(CHIS).

No individual or emp!oyee
mandate. Gives those
purchasing in the
individual market the
same tax benefit that is
available for employment-
based coverage.

COVERAGE RESPONSIBILITY EMPLOYERS

Definitions of Concepts and Terms Nufez Perata
Employer responsibility - The role that employers pay in | Payorplay Pay or Play

contributing to health care or coverage for their workers

Pay or Play - Employers choose to pay a fee to the state
for the costs of health care or cover health care for their
workers.

Section 125 Plan - Employer-established savings account
that allows employees to pay for their contributions to health
care, child care and other approved expenses with pre-tax
dollars. Also referred to as "cafeteria plans.” Section 125
plans are authorized under federal law.

Employee Retirement Income Security Act (ERISA) -

A 1974 federal law that established standards, reporting and
disclosure requirements for employer-funded pension and
employee benefits, including health care. To date, employer
self-funded health benefit plans operating under ERISA
have been held to be exempt from most state insurance
laws. Larger employers are more likely than smaller
employers to operate ERISA self-funded plans. ERISAis a
consideration for states seeking o impose requirements that
employers contribute to health care for their workers.

Employers elect to provide
health coverage for their
employees and
dependents or pay a fee
(% of payroll TBD) to the
state for coverage under
the California Cooperative
Health Insurance
Purchasing Program.
Exempts employers with
less than 2 workers or
payrolls less than
$100,000 or newly
established firms.

Requires all employers to
establish Sec 125 plans
for their employees.

Employers elect to
either provide health
care coverage {o
employees and
dependents equal to a
% of the employer's
Social Security wages
(TBD) or, alternatively,
allows employers to
have that coverage
provided through the
state-administered
"Connector" upon
payment of a fee of an
equivalent amount.

No emp!oyer'
exemptions proposed.

Employers with 10 or
more employees who
choose not to offer
health coverage to
their workers will
contribute an amount
equal to 4% of payroll
toward the costs of
employees' health
coverage.

Requires all
employers to
establish Sec 125
plans for their
employees.

'Paworpia .

Single payer
Coverage under the
program is not
dependent on
employment status.
Employer health
coverage for basic
health care would not
be required.
Employers could
provide additional
coverage to workers

:Health‘LSavmqs Accounts '

No employer coverage
mandate. Offers
incentives for employers
to offer health insurance
and to establish Sec 125
plans. Proposes tax
credits for employers who
contribute to HSAs.
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HEALTH CARE REFORM 2007 - ISSUES OVERVIEW AND PROPOSAL COMPARISON

COVERAGE RESPONSIBILITY - PUBLIC PROGRAMS FOR LOW-INCOME FAMILIES

Definitions of Concepts and Terms

Medi-Cal (Medicaid) — California's version of federal
Medicaid provides comprehensive health benefits to fow-
income children, their parents or caretaker relatives,
pregnant women, elderly, blind or disabled persons, nursing
home residents and refugees who meet specified eligibility
criteria. Medi-Cal is administered by the state Department
of Health Services (DHS) and costs are shared about
equally between the state General Fund and federal funds.
Healthy Families Program (HFP) - California’s version of
the federal State Children's' Health insurance Program
(SCHIP), administered by the Managed Risk Medical
Insurance Board (MRMIB), provides health, dental, vision
and basic mental health coverage for legal immigrant
children from birth to age 19, who do not have private
coverage or Medi-Cal in families earning up to 250% of the
federal poverty level (FPL). Families pay a relatively low
monthly premium and chcose from a selection of private
managed care pians. Funding for HFP generally is on a 2-
to-1 federal/state matching basis.

Access for Infants and Mothers (AIM) -- California's
program that provides low cost health insurance coverage to
qualifying uninsured, middle income pregnant women who
do not have maternity coverage through Medicare, Medi-Cal
or private insurance. Subscriber's pay 1.5% of their
adjusted annual household income and the state and the
Federal Government supplement the subscriber contribution
to cover the full cost of care. In addition to premiums, AIM
is funded by Proposition 99. AIM is administered by
MRMIB.

Children's Health Initiatives (CHIs) -- County programs
that provide low cost health coverage, similar to benefits
under the HFP, for uninsured children up to age 19 who are
not eligible for HFP or no cost Medi-Cal.

Federal poverty level (FPL) -- The amount of income
determined by the federal Department of Health and Human
Services to provide a bare minimum for food, clothing,
transportation, shelter, and other necessities. FPL is
reported annually and varies according to family size. The
FPL for a family of four in 2007 is $20,650.

| Sen. Republicans =

Nudez Perata ‘Governor. Kuehl
Parents with incomes up Medi-Cal coverage All children and All California
to 300% of the FPL would | would be expanded to documented adults residents, regardless

be eligible for Medi-Cal or
Healthy Families.

All children in families up
to 300% of the FPL,
regardiess of immigration
status, would be eligible
for Healthy Families
and/or Medi-Cal,
depending upon income.

Makes a commitment to
cover childless adults with
incomes below 300% of
the FPL within five years.

cover working parents
with incomes from 100-
300% of the FPL.

Al children in families
up t0:300% of the FPL,
regardless of
immigration status,
would be eligible for
Healthy Families and/or
Medi-Cal, depending
upon income,

Envisions using federal
Medicaid and SCHIP
funds to support
subsidized coverage in
the connector.

below 100% of the
FPL would be eligible
for Medi-Cal,
establishing a "bright
line" of Medi-Cal
eligibility for families.

Ali children 100-
300% of the FPL
would be eligible for
Healthy Families.

Subsidies for
individuals and
families with incomes
100-250% of FPL are
available only in a
state purchasing
cooperative, or pool,
and persons eligible
for the subsidy pay
sliding scale
premiums ranging
from 3-6% of gross
income.

Undocumented
adults without
employer coverage
and any persons
temporarily uninsured
would receive health
care provided or paid
for by counties. No
change to existing
county mandates or
responsibilities.

of income, would be
eligible for coverage
under CHIS.

Consolidates existing
funding for public
programs into one
fund to provide
coverage under
CHIS.

No expansion of existing
public programs.

Reduces Medi-Cal
benefits to mirror private
health insurance.

Proposes redirection of
First Five tobacco tax
revenues to fund
children's health care
initiatives, which requires
voter approval.
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HEALTH CARE REFORM 2007 - IssUES OVERVIEW AND PROPOSAL COMPARISON

COVERAGE STRUCTURE - PRIVATE INSURANCE

Definitions of Concepts and Terms

Nunez

Perata

Governor

Individual insurance - Private coverage generally
purchased by individuals who are self-employed or those
who do not have employer-sponsored coverage. An
estimated 6% of Californians have individual coverage.

Group insurance - Private coverage generally available to
groups, such as employer groups. The group market is
generally divided into small groups (2-50 employees), mid-
size {50-200) and larger employers (200+), with different
rating and underwriting practices in each market segment.

Maintains private markets.
Requires health insurers
to use standard
applications and offer
three uniform benefit
designs. Insurers must
issue individual coverage
to all applicants, except for
persons with specified
serious health conditions,

Maintains private
markets, Requires
insurers to issue
coverage oh a
guaranteed basis,
without any rate
adjustments for health
status, but only in the
state-administered,
"tonnector” purchasing

Kuehl

_Sen. Republicans

Maintains private
markets. Insurers
must issue policies to
all individual
applicants and
premiums can only
vary based on age,
family size and
geography. No
changes to group

Prohibits the sale of
any private health
insurance policy,
other than CHIS, for
CHIS benefits,
Permits insurers to
sell supplemental
policies for benefits
not covered by CHIS.
Allows for integrated

Maintains private markets.
Permits greater range of
premium rates in the small
group market.

An estimated 55% of Californians are in employer- as determined by MRMIB. | program. markets proposed. delivery systems.
sponsored group plans.

COVERAGE STRUCTURE - PURCHASING POOL OR COOPERATIVE
Definitions of Concepts and Terms Nufiez Perata | Governor Kuehl | Sen.Repul : -
Health insurance purchasing cooperative (HIPC) or Requires MRMIB to Requires MRMIB to Requires MRMIB to Establishes CHIS as | Requires CalPERS to
purchasing pool - Public or private organizations that administer the California function as the establish a a statewide offer high deductible
secure health insurance coverage for pool members, Cooperative Health "connector" and purchasing pool for purchasing entity health plans and Health
typically the employees of member employer groups. insurance Purchasing purchase coverage for | all individuals with negotiating and Savings Accounts (HSAs)

High risk pool - Health insurance purchasing programs
organized by states (34 currently, including California) to
provide coverage for individuals who have been denied
health insurance because of a medical condition or history
of health service use or whose premiums have been rated
significantly higher because of their health status or claims
experience, California's high risk pool is the Major Risk
Medical Insurance Program (MRMIP) administered by
MRMIB. Enroliment in MRMIP is limited to funds available.
The program is currently funded at $40 million.

Health Savings Accounts {(HSAs) -- An account owned by
an individual that can be funded by the employer, employee
or both. Federal rules require that an HSA be paired with a
high deductible health plan meeting federal standards,
generally with an annual deductible of $1,050-$5,250 for an
individual and $2,700-$10,500 for a family (2006 tax year).
Employer contributions are not counted as income and
employee contributions are pre-tax. The HSA account is
portable and unused dollars can be rolled over.

Program (Cal-CHIPP) for
employees whose
employer chooses to pay
a fee rather than provide
coverage.

Cal-CHIPP would also be
open to self-employed
individuals and employers,
such as small employers.

Limits the conditions that
plans and insurers can
use to deny any person
health coverage and
restructures MRMIP to
cover all individuals with
those serious conditions.

employees whose
employer chooses to
pay a fee rather than
provide coverage.

Individuals and
employers who wish to
purchase coverage for
their employees through
the connector would be
able o do so.

incomes 100-250%
of FPL and provides
subsidies only
through the pool.

Individuals without
employer coverage
and with incomes
above 250% would
have to purchase
individual coverage
available in the
private market and
requires health plans
and insurers to cover
everyone regardless
of health status or
pre-existing
condition.

paying for all CHIS
covered benefits.

Establishes the new
California Health
Insurance Agency
and directs the new
Health Insurance
Commissioner to
purchase all services
at the lowest possible
price.

to state employees.

Continues the existing
MRMIP program for
persons denied health
coverage and redirects
Proposition 99 monies to
fully fund the MRMIP
waiting list.
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HEALTH CARE REFORM 2007 - ISSUES OVERVIEW AND PROPOSAL COMPARISON
"PROVIDER /PLAN ISSUES - CAPS ON ADMINISTRATIVE SPENDING

Definitions of Concepts and Terms

Nunez

Perata.

=Y
Governor

Kuehl

| Sen. Republicans

Medical / loss ratio -- The ratio between the
expenses/costs for health care services and the total

No specific provision

Caps admlnlstratlve
costs and profits for

Requires health
plans and hospitals

Limits administrativeﬂ
spending under CHIS

No specific provision

Fee-for-service (FFS) payments — A method of
reimbursing providers where the provider bills and is paid for
each encounter or service provided.

Capitation payments — A method of payment in which a
provider, group of providers (such as a medical group) or
health plan is paid a fixed amount, generally a monthly fee,
per person, regardiess of the actual number or cost of
services provided.

No specific provision

No specific provision

Increases provxder
payments in Medi-
Cal fo 80% of
Medicare rates for
physician /outpatient
services and 100% of
Medicare for inpatient
services, as well as
the resulting
increases in MC
managed care rates.
Cost: $4 billion.

Allows providers to
negotiate rates and
to choose FFS,
capitation, or salary.
CHIS Commissioner
negotiates and sets
all rates, fees and
prices and the
Payments Board
establishes a uniform
payments system.

amount of money received by a provider or health plan, those health plans to spend 85% of to 5%. Authorizes
Serves to cap administrative costs and profits. contracting through the | payments /premiums | the Commissioner to
connector, Specific received on health implement other cost
limit TBD. care services. controls.
PROVIDER /PLAN ISSUES - PAYMENT RATES
Definitions of Concepts and Terms Nufiez. Perata ‘ _Governor | Kueh! _Sen. Republicans

Increases Medi-Cal
provider rates (over eight
years) so they are closer
to Medicare rates, using
savings from reducing
Medi-Cal benefits.

Pay for performance (P4P) -- Broadly defined, includes
any type of performance-based provider or health plan
payment arrangements, including those that target
performance on specific cost or quality measures.

Requires pay for
performance in every
coverage program
receiving state funds,
including Medi-Cal,
Healthy Families and Cal-
PERS.

No specific provision.

Ties future Medi-Cal
plan and provider
rate increases to
performance
improvements.
Proposes purchaser
partnerships on data
related to P4P.

Establishes bonus
provider payments
for high performance,
providing services in
rural or underserved
areas and incentive
payments to address
provider shortages.

Establishes a partial tax
credit for providers for the
cost of providing care for
the uninsured.

Definitions of Concepts and Terms

.| Nunez

PROVIDER IPLA

Perata

N ISSUES PROVIDER FEES _

Quality Assurance Fee - Federal Medicaid law permIts
states to impose a broad based fee of up to 6% of gross
revenues on certain providers, for purposes of increasing
Medicaid reimbursements. California currently assesses a
quality assurance fee on nursing homes, intermediate care
facilities, and Medi-Cal managed care providers.

None.

None.

Reqwres physxcuans

and hospitals to pay
a coverage dividend,
2% of revenues for
physicians and 4%
for hospitals.

| Kuehl

None.
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