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Health Cost Trend Remains Stable at 7-8 Percent

The Center for Studying Health Systern Change (HSC) estimates that growth in prescription drug costs
declined to about 5 percent in 2005, Meanwhile, costs for hospital care and outpatient surgical and
diagnostic services grew by 9 percent,

I s

1_

AL

Policy News and
Resources

*Center for Studying Health
Systemn Change reports
growth in health costs stable

at 7-8 percent
--October 3, 2006

*Kaiser Family
Foundation/HRET 2006
survey of employers shows

Jump to Topic 09.25.2006 | Small Group Health Insurance in 2006: A Comprehensive Survey of Premiums, Consumer Choices, and 7.7% growth in premiums
: Benefits {Full Report; Slides) - September 26, 2006
& comprehensive survey of member companies offering coverage in the small group health insurance market, with *ORM raports faderal
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* American Enterprise 06.28.2006 | HSAs and Account-Based Health Plans --September 19, 2006
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. Cata Institute - Health 05.25.2006 | an Updated Survey of Health Care Claims Receipt and Processing Times Medicare baseline
Care Studies Electronic submission of health insurance claims more than tripled in the last decade, reducing administrative costs Medicaid/SCHIP baseline
and allowing 98 percent of claims to be processed within 20 days of receipt, - Map 1, 2005
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Variation in Medicare Spending

Total Medicare Reimbursement
Parts A and B Reimbursement in 2003
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7438 - 11588
6771 -7438
6239 -6771
5683 - 6238
4520 - 5683

Source: Dartmouth Atlas of Health Care
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Quality Variation Even within i
' Center for Polic
Medicare Conter o Polly

Discharges for Ambulatory Care Sensitive Conditions
per thousand Medicare benéeficiaries in 2003
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Average Individual Market Premiums — a#e

Center for Folicy

by State, Single Policies, 2006-2007 and Research
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Premiums for Selected States, AHIP asis™
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Center for rFolicy

Small Group Survey, 2006
Average Monthly
Premium
Single Family
New York $419 $1,097
Connecticut $404 $1,059
New Hampshire $377 $989
United States $311 $814
lowa $285 $747
Arizona $281 $736
Virginia $246 $645

Source: America’s Health Insurance Plans, Small Group Survey, 2006.



Recent Trends in Health Insurance
Premiums
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Growth In Uninsured: Low, AHIP

Moderate, Middle and High Incomes

Center for Policy
and Research

2004 2005 2006
Total Population 43.5 44.8 47.0
Children 7.7 8.1 8.7

Total Population 14.9% 15.3% 15.8%
Low Income (<$25k) 24.1% 24.2% 24.9%
Low-Moderate ($25-50k) 19.2% 20.1% 21.1%
Middle Income ($50-75k) 12.3% 13.3% 14.4%
High Income ($75k+) 7.3% 7.7% 8.5%

Source;: U.S. Census Bureau; revised estimates at www.cCensus.gov .
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Impact ot Cost Shifting from AHIP

Cen ter for Pe ) licy
UﬂCompenS atﬁd Care’ 2005 and Research
$12,000 $10,979
oo

$10,000 - Bl Increase due to cost shifting }$922

$8,000 -

$6,000 -

$4,065 $10,057
$4,000 e | $341
$2,000 - $3,724
$0
Average Individual Premium Average Family Premium

Source: K. Stoll, “Paying A Premium”, Families USA, June 2005



Indications ot Under-compensated AHIP

Center for Policy

C arc and Research
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Source: 2007 Chartbook, Trends Affecting Hospitals and Health Systems, April 2007. American Hospital
Association. Data by Avalere Health, analysis of AHA Annual Survey data, 2005, for community hospitals.
(1) Includes Medicaid Disproportionate Share payments.



Number of Announced Hospital Mergers &

L AHIP
Acquisitions Compared to Annual Percent Change Center for Policy
. . . and Research
in Hospital Spending (NHE), 1998-2005 =
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Technological Progress Without Clear a#e

Center for Folicy

Studies of Appropriate Use and Research
Utilization of CT Scans, Average Annual Growth in
Total, U.S. (2000-2005) Utilization of CT Scans
Compared to Growth in US
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Source: McKinsey & Company: Accounting for the Cost of Health Care in the United States,
January 2007 (OECD; Frost & Sullivan; MGI analysis)



Administrative Costs and Taxes: All AHIP

Center for Policy

Private Health Insurance and Research
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Administrative Costs: Medicare and AHIP

Center for Policy

Medic ald and Research

10% - Medicaid
2007: 7.5%
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Breaking Down Health Care Cost Increases AHIP
Center for Policy

Increase in Premium Costs by Component, 2005 and Research

Components Share Total Share
Total Premium B.84% B.84%
General Inflation 24% 2.4%
Healthcare Price Increases in Excess of Inflation (Above CPI) 2.6%

Cost Shifting 0.5%

Higher Priced Technologies 1.0%

Broader-Access Plans/Frovider Consolidation 1.1%
Increased Utilization 3.8%

Aging 0.5%

Lifestyle 0.3%

Mew Treatments 1.0%

More Intensive Diagnostic Testing/Defensive Medicine 0.8%

Increased Consumer Demand 1.2%

Source: PricewaterhouseCoopers.
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How 1s the Premium Dollar Spent? AHIP
Center for Folicy

Estimated Breakdown of Insurance Premiums With Medical Liability and Research
and Defensive Medicine Extracted, 2005

Dutpati ent _
|Free-stamd g Other Maedical o ]
& Hospital) 5o Physician Services—3%
18%

I Costs of Liability || Hospital Inpatient-1%

| % & Delensive
! Hospital Medicing
i Inpati emt 100

Dutpati ent—4%

_ Prescription Drugs—1%

Other-1%

17%

\\ Physician
b SErvices

21 %

Consumer Services, Provider Support & Marketing
Insurance |ndustry Profit

Government Payments, Compliance, Claims Processing
& Other Administration

Source: PricewaterhouseCoopers. Adapted from Centers for Medicare & Medicaid Services, National Health
Accounts, 2005 and Midwest Business Group on Health, April 2003.



AHIP Proposal to Expand Health i

Center for Policy

Insurance to All Americans and Research

Child Health
Credit up to
300% FPL




AHIP: Reauthorize and Expand M}f"

Center for Policy

S CHIP and Research

Increase SCHIP funding to help states cover projected
shortfalls (at minimum funding to cover all children to 200
percent of FPL)

Improve the environment for Premium Assistance

Provide incentive funding for improving quality



AHIP: New Health Tax Credit  anin”

Center for Policy

fOI‘ Chﬂdf cn and Research

e Encourage parents to maintain coverage for their children

* Proposal: $200 per child / $500 per family



AHIP: Tax-Free Universal Mﬁ'

Center for Folicy
and Research
Health Account
Tax-free Federal Emplover
individual subsidies up contrii)buzions
contributions to 400% FPL

l

Pays for any type of health
Insurance

Promotes portability
Promotes continuity of coverage
Serves as a “ 125"




AHIP: State Performance AHIP

g R R -
Center for Folicy

# T i i T elnlaa
Gia Aes2arcy]

Grant Program

« $50 billion seed money over 10 years to assist states in
expanding access

« States would submit plans to achieve coverage goals:
— Ensure affordable coverage
— Ensure availlability of coverage
— Establish Medicaid to FPL
— Improve quality and reducing costs
— Establish healthy living incentives



For each proposal, majority support extends to

Americans of each party.

Ranked by Percent “Support” Rep Ind Dem

7inG moderaie Income parents  —— 55 B3%  83%  88%
N A R —— R R
Providing grants fronég\\fé:ﬁ?neerr?i e — 1 59%  69%  82%
Having ther;%(i:g{]aégr?;iegm?oeg _69% 63% 67% 77%

P UThase of private INSUrANCe e 69% 5% 69%  68%
governmerllzt)’(spﬁ/lne%iir::%itg‘ (E)rfgg rGa:?r: __ 69% o4% 67% 82%
B L el oo 6% 65K

Question:; Now I am going to read some different ideas that some people have proposed

for providing health care coverage for people who are currently uninsured. Would you please
tell me if you support or oppose each idea.




Responding to State Universal AHIP
Participation Proposals and Research

Insurance Enroliment Data State Residency Records

State Insurance Verification System

Proof of Coverage No Proof of Coverage

Universal “Seamless” Coverage Auto-Enrollment

» State matches enroliment data with state residency records

» State contacts residents identified as not having coverage

* State auto-enrolls those who do not provide proof of coverage
* State pays initial premiums for auto-enrolled residents

* Auto-enrolled residents responsible for premiums & penalty Penalties

mtor frr Badin
|:': f'.'l'l{q:"' I.:-_I_ f |:'| Il #



AHIP
State Guarantee Access Plans Center for Policy

Access Plan Coverage Issued

and Research
Claims Cost at/above 200%
Eligible for Access Plan » OR
Policy Rescission

Health Plan Guarantees Coverage

Not Eligible for Access Plan »

Return to Market »




State-Based Reform: AHIP

Center for Folicy

Massachusetts and Research
Massachusetts o
Uninsured by Income Medicaid-
(as a % of poverty) eligible but not

enrolled

Outreach
Mandatory
enrollment

< 100%

> 300% H0IG 01010 * Affordable

Products
204,000 * Sliding Scale

Premium

100%-300% Subsidies

®* |nsurance

150,000 Connector

- Affordable
Products

- , Insurance

Total Uninsured Population = 460,000 (7.2% of total) Connector

Total Population = 6,400,000

Source: Presentation to the Medicaid Commission by Governor Mitt Romney, January 26, 2006



Governor Schwarzenegger AHIP

g R R -
Center for Folicy

O 1§ 1 glﬂ al Pl‘ Op OS al and Research

Individual Mandate with Subsidies

— Medi-Cal or SCHIP to 300% of Poverty for Kids
— Subsidies under 250% of Poverty

— Purchasing Pool for Subsidized People

 Employers With 10+ Workers: Coverage or “In Lieu” Fee of
4% of Payroll

* Increased Medi-Cal Reimbursement

« “Coverage Dividend:” 4% of Revenues for Hospitals
e Section 125 and HSA Contribution Improvements

e Cost, Quality, Wellness Provisions
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