
W K  THERN KENTUCKY UNiVERSITr 
LlSRkRY 

CATASTROPHIC HEALTH INSURANCE: COMPARISON OF THE MAJOR PROVISIONS OF 
THE "MEDICARE CATASTROPHIC PROTECTION ACT OF 1987" (H.R. 2 4 7 0 ,  as 
p a s s e d  by t h e  House J u l y  2 2 ,  1 9 8 7 )  a n d  t h e  "MEDICARE CATASTROPHIC 

LOSS PREVENTION ACT OF 1987" (S. 1 1 2 7 ,  as r e p o r t e d  by t h e  
S e n a t e  F i n a n c e  Connni t t ee ,  J u l y  2 7 ,  1 9 8 7 )  

J e n n i f e r  0 ' ~ u l l i v a n  
S p e c i a l i s t  i n  S o c i a l  L e g i s l a t i o n  

E d u c a t i o n  and P u b l i c  W e l f a r e  D i v i s i o n  

Augus t  5 ,  1987  
R e v i s e d  Augus t  1 3 ,  1 9 8 7  



I 
The Congressional Research Service works euc lus i~  el! for 

the Congress, conducting research, analyzing legislation, and  
p r o ~ ~ i d i n g  information at the request of committees, hlein- 
bers, and  their staffs.  

The Service makes such research available, ~ t i t h o u t  parri- 
san bias,  in many forms including studies, reports,  compila- 
t ions, digests, and  background briefings. Upon request. CRS 
assists committees in analyzing legislati\.e proposals and 
issues, and  in assessing the possible effects of these proposals 
and their alternati~zes. The  Serkke 's  senior specialists and  
subject analysts are  also available for personal consultations 
in their respective 4s of expertise. 



CATASTROPHIC HEALTH INSURANCE: COMPARISON OF THE MAJOR PROVISIONS OF 
THE "MEDICARE CATASTROPHIC PROTECTION ACT OF 1987" (H.R. 2470, as 
passed by the House July 22, 1987) and the "MEDICARE CATASTROPHIC 
LOSS PREVENTION ACT OF 1987" (S. 1127, as reported by the Senate 

Finance Committee, July 27, 1987) 

CURRENT LAW H.R. 2470 S. 1127 

I. BENEFITS 

A. INPATIENT HOSPITAL 
SERVICES 
1. Coverage 1. Coverage 1. Coverage 
Covers up to 90 days of Covers unlimited number Similar provision, 
inpatient hospital care of days and eliminates except limited to 
per spell of illness spell of illness persons who enroll in 
plus up to 60 lifetime concept . Part B. 
reserve days. 

2. Deductible 2. Deductible 2. Deductible 
Applies one deductible Applies one deductible Similar provision, 

spell of illness per calendar year. A except limited to 
($520 in 1987). new deductible would persons who enroll in 

not apply if Part B. Deductible 
hospitalization began would-not apply in 
in previous calendar January if 
year. hospitalization (for 

which beneficiary paid 
a deductible) began the 
previous December. 

3. Coinsurance 3. Coinsurance 3. Coinsurance 
Applies daily Eliminates coinsurance Similar provision, 
coinsurance charge ( 1 / 4  charges. except limited to 
of inpatient hospital persons who enroll in 
deductible) for days Part B. 
61-90 in a spell of 
illness and daily 
coinsurance charge (112 
of inpatient hospital 
deductible) for 
lifetime reserve days. 

B. SKILLED NURSING 
FACILITY (SNF) SERVICES 
1. Coverage 1. Coverage 
Covers up to 100 days Covers up to 150 days 
per spell of illness per calendar year and 
following a hopsital eliminates prior 
stay. hospitalization 

requirement. 

1. Coverage 
Similar provision, 
except limited to 
persons who enroll in 
Part B. 



2. C o i n s u r a n c e  2. C o i n s u r a n c e  2 .  C o i n s u r a n c e  
A p p l i e s  d a i l y  A p p l i e s  d a i l y  A p p l i e s  d a i l y  
c o i n s u r a n c e  c h a r g e  ( 1 / 8  c o i n s u r a n c e  c h a r g e ,  c o i n s u r a n c e  c h a r g e  
of  i n p a t i e n t  h o s p i t a l  e q u a l  t o  20% o f  e q u a l  t o  15% of  
d e d u c t i b l e )  f o r  d a y s  n a t i o n a l  a v e r a g e  p e r  n a t i o n a l  a v e r a g e  p e r  
21-100. diem r e a s o n a b l e  c o s t ,  d iem r e a s o n a b l e  c o s t  t o  

t o  d a y s  1-7. d a y s  1-10. L i m i t e d  t o  
p e r s o n s  who e n r o l l  i n  
P a r t  B. 

C. HOSPICE SERVICES 
P r o v i d e s  t h a t  a  
b e n e f i c i a r y  who i s  
t e r m i n a l l y  i l l  may 
e l e c t  t o  r e c e i v e  
h o s p i c e  s e r v i c e s  f o r  
two 90 day  p e r i o d s  and 
one  30 day  p e r i o d  f o r  a  
t o t a l  of 210 d a y s .  

D. HOME HEALTH BENEFITS 
Covers  home h e a l t h  
s e r v i c e s  i f  s e r v i c e s  
a r e  r e q u i r e d  b e c a u s e  
t h e  i n d i v i d u a l  i s  
homebound and  r e q u i r e s  
s k i l l e d  n u r s i n g  c a r e  on 
an  i n t e r m i t t e n t  b a s i s  
o r  p h y s i c a l  o r  s p e e c h  
t h e r a p y .  " ~ n t e r m i t  t e n t "  
i s  d e f i n e d  i n  
g u i d e 1  i n e s  a s  
p e r m i t t i n g  d a i l y  
s k i l l e d  n u r s i n g  v i s i t s  
f o r  up t o  two o r  t h r e e  
weeks; d a i l y  i s  d e f i n e d  
a s  5 ,  6 ,  o r  7 d a y s  a  
week. 

E. OUTPATIENT MENTAL 
HEALTH SERVI CES 
Pays  50% o f  r e a s o n a b l e  
c h a r g e  ( u p  t o  
$ 2 5 0 / y e a r )  f o r  
o u t p a t i e n t  s e r v i c e s .  

E n t i t l e s  b e n e f i c i a r y  t o  I d e n t i c a l  p r o v i s i o n .  
e x t e n s i o n  beyond t h e  
210 day  l i m i t  i f  h e  o r  
s h e  i s  r e c e r t i f i e d  a s  
t e r m i n a l l y  i l l .  

D e f i n e s  d a i l y  a s  7 d a y s  C l a r i f i e s  t h a t  d a i l y  
a  week. S p e c i f i e s  t h a t  c a r e  means 7 d a y s l w e e k .  
d a i l y  c a r e  may be  
p r o v i d e d  f o r  up  t o  
d a y s ,  e x c e p t  a n  
e x t e n s i o n  c o u l d  be 
g r a n t e d  i n  unusua l  

P r o v i d e s  t h a t  s u c h  c a r e  
3 5  may be  p r o v i d e d  up t o  

21  d a y s .  E x t e n d s  t h e  
p e r i o d  up  t o  45  d a y s ,  
f o r  b e n e f i c i a r i e s  

c i r c u m s t a n c e s  based  on e n r o l l e d  i n  P a r t  B ,  i f  
a p h y s i c i a n ' s  t h e  b e n e f i c i a r y  was 
c e r t i f i c a t i o n .  d i s c h a r g e d  f rom a 

h o s p i t a l  o r  s k i l l e d  
n u r s i n g  f a c i l i t y  w i t h i n  
30 d a y s  p r i o r  t o  
b e g i n n i n g  home h e a l t h  
c a r e .  I n  a d d i t i o n ,  
i n c l u d e s  i n  law t h e  
c u r r e n t  program p o l i c y  
r e l a t i n g  t o  t h e  
d e f i n i t i o n  o f  
home bound. 

I n c r e a s e s  payment l i m i t  No p r o v i s i o n .  
t o  $1 ,00O/year .  



RESPITE SERVICES 
p r o v i s i o n  Covers  up t o  80 h o u r s  a  

y e a r  of  in-home 
b e n e f i t s  f o r  
c h r o n i c a l l y  dependen t  
p e r s o n s  a s  a  r e s p i t e  
f o r  unpaid  i n d i v i d u a l s  
who Live  w i t h  and c a r e  
f o r  such  p e r s o n s .  
S p e c i f i e s  t h a t  a  
c h r o n i c a l l y  dependen t  
p e r s o n  i s  one  who i s  
u n a b l e  t o  pe r fo rm a t  
l e a s t  two a c t i v i t i e s  of  
d a i l y  l i v i n g .  I f  
n e c e s s a r y ,  t h e  number 
of h o u r s  would be  
r educed  i n  1991,  t o  
a s s u r e  no  premium 
i n c r e a s e  of  g r e a t e r  
t h a n  20%. B e n e f i t  
e x p i r e s  December 
31 ,1991.  R e q u i r e s  
s t u d i e s  o f :  1 )  
a l t e r n a t i v e  out-of-home 
s e r v i c e s  f o r  
c h r o n i c a l l y  dependen t  
p e r s o n s ;  and 2 )  in-home 
c a r e .  

G. EFFECTIVE DATES G e n e r a l l y  a p p l i e s  i n  
1988. E l i m i n a t i o n  of 3- 
day  p r i o r  
h o s p i t a l i z a t i o n  
r e q u i r e m e n t  and changes  
i n  home h e a l t h  and 
o u t p a t i e n t  m e n t a l  
h e a l t h  b e n e f i t s  
e f f e c t i v e  J a n u a r y  1, 
1989.  R e s p i t e  b e n e f i t  
e f f e c t i v e  f o r  t h e  3- 
y e a r  p e r i o d  b e g i n n i n g  
J a n u a r y  1, 1989.  

No p r o v i s i o n .  

G e n e r a l l y  a p p l i e s  t o  
i t e m s  and  s e r v i c e s  
f u r n i s h e d  a f t e r  
December 31 ,  1987.  
C l a r i f i c a t i o n  of  
homebound r e q u i r e m e n t  
f o r  home h e a l t h  
s e r v i c e s  and h o s p i c e  
p r o v i s i o n  e f f e c t i v e  on 
e n a c t m e n t .  



11. CATASTROPHIC LIMIT 
No p r o v i s i o n .  1 .  Amount 

E s t a b l i s h e s  an a n n u a l  
l i m i t  on b e n e f i c i a r y  
out -of -pocket  e x p e n s e s  
f o r  cove red  P a r t  B 
s e r v i c e s  ( i n c l u d i n g  no 
more t h a n  $250 o f  
r e i m b u r s e a b l e  
o u t p a t i e n t  men ta l  
h e a l t h  e x p e n s e s .  ) 
S p e c i f i e s  t h a t  t h e  
l i m i t  i s  $1 ,043  i n  
1989.  I n d e x e s  t h e  
annua l  i n c r e a s e  t o  t h e  
S o c i a l  S e c u r i t y  c o s t -  
o f - l i v i n g  (COLA) 
a d j u s t m e n t  . 

2. N o t i c e  
R e q u i r e s  c a r r i e r s  t o  
n o t i f y  b e n e f i c i a r i e s  
when t h e y  have r e a c h e d  
t h e  l i m i t .  The n o t i c e  
i s  t o  be i n  a  form 
which may be p r e s e n t e d  
t o  t h e i r  p h y s i c i a n s  and 
would e n c o u r a g e  such  
p h y s i c i a n s  n o t  t o  
b a l a n c e  b i l l  t h e s e  
p a t i e n t s .  

1. Amount 
E s t a b l i s h e s  a  l i m i t  on 
b e n e f i c i a r y  ou t -o f -  
pocke t  e x p e n s e s  i n  
c o n n e c t i o n  w i t h  c o v e r e d  
s e r v i c e s  u n d e r  P a r t s  A 
and B. S p e c i f i e s  t h a t  
t h e  l i m i t  i s  $1 ,700  i n  
1988 ( w i t h  o n l y  
e x p e n s e s  i n c u r r e d  a f t e r  
J u l y  1 ,1988  c o u n t e d  f o r  
t h a t  y e a r ) .  I n d e x e s  t h e  
a n n u a l  i n c r e a s e  t o  t h e  
S o c i a l  S e c u r i t y  c o s t -  
o f - l i v i n g  a d j u s t m e n t .  
Counts  b e n e f i c i a r y  
e x p e n s e s  f o r  t h e  
f o l l o w i n g  noncove red  
s e r v i c e s  i n  d e t e r m i n i n g  
whe the r  a  b e n e f i c i a r y  
mee t s  t h e  cap:  e x p e n s e s  
f o r  immunosuppres s ive  
d r u g s  f u r n i s h e d  a f t e r  
t h e  f i r s t  y e a r  
f o l l o w i n g  a  t r a n s p l a n t  
and p e r i o d i c  mammograms 
and c o l o r e c t a l  exams.  

2. N o t i c e  
No p r o v i s i o n .  



111. PRESCRIPTION DRUGS 
E x c l u d e s  c o v e r a g e  f o r  
o u t p a t i e n t  p r e s c r i p t i o n  
d r u g s  e x c e p t  f o r  
immunosuppres s ive  d r u g s  
f u r n i s h e d  d u r i n g  t h e  
f i r s t  y e a r  f o l l o w i n g  a  
Medicare-covered  o r g a n  
t r a n s p l a n t .  Covers  
v a c c i n a t i o n s  a g a i n s t  
pneumococcal  pneumonia 
and  h e p a t i t i s  B and 
t h o s e  d i r e c t l y  r e l a t e d  
t o  t h e  d i r e c t  t r e a t m e n t  
o f  a n  i n j u r y  o r  d i r e c t  
e x p o s u r e  t o  a  d i s e a s e .  

A. C a t a s t r o p h i c  Program No p r o v i s i o n .  
E s t a b l i s h e s  a  s e p a r a t e  
c a t a s t r o p h i c  
p r e s c r i p t i o n  d r u g  
program which would pay 
80% of t h e  c o s t s  of  
o u t p a t i e n t  p r e s c r i p t i o n  
d r u g s  a f t e r  a 
b e n e f i c i a r y  had met t h e  
d e d u c t i b l e .  S e t s  t h e  
d e d u c t i b l e  a t  $500 i n  
1989;  s e t s  t h e  i n c r e a s e  
f o r  1990 and 1991 e q u a l  
t o  t h e  med ica l  c a r e  
component of t h e  
consumer p r i c e  i n d e x  
(CPI ) .  S p e c i f i e s  t h a t  
t h e  i n c r e a s e  i n  f u t u r e  
y e a r s  would be t i e d  t o  
t h e  i n c r e a s e  i n  t h e  
cove red  o u t p a t i e n t  d r u g  
i n d e x  deve loped  by t h e  
S e c r e t a r y .  Beg inn ing  i n  
1991,  t h e  d e d u c t i b l e  
amount would be  f u r t h e r  
i n c r e a s e d ,  i f  
n e c e s s a r y ,  t o  a s s u r e  n o  
premium i n c r e a s e  o f  
g r e a t e r  t h a n  20%. 
E f f e c t i v e  f o r  d r u g s  
d i s p e n s e d  on o r  a f t e r  
J a n u a r y  1, 1989.  



B .  Payment L i m i t s  
E s t a b l i s h e s  payment 
l imi t s .  For  s i n g l e  
s o u r c e  d r u g s  (where  
g e n e r i c s  a r e  n o t  
a v a i l a b l e ) ,  t h e  l i m i t  
i s  t h e  a v e r a g e  
w h o l e s a l e  p r i c e  p l u s  a n  
a d m i n i s t r a t i v e  
a l l o w a n c e .  Fo r  m u l t i p l e  
s o u r c e  d r u g s  (whe re  
g e n e r i c s  a r e  
a v a i l a b l e ) ,  t h e  l i m i t  
i s  50% o f  t h e  b rand  
name r e f e r e n c e  p r i c e  
( a v e r a g e  w h o l e s a l e  
p r i c e  f o r  1/87, i ndexed  
by CPI p l u s  a n  
admini  s t  r a t  i v e  
a l l o w a n c e .  S p e c i f i e s  
t h a t  where g e n e r i c s  a r e  
a v a i l a b l e ,  payment i s  
based  on t h e  g e n e r i c  
l i m i t  u n l e s s  t h e  
p h y s i c i a n  i n d i c a t e s  i n  
h a n d w r i t i n g  t h a t  a  
brand  name d r u g  i s  
m e d i c a l l y  n e c e s s a r y .  

No p r o v i  s  i on.  



C. P a r t i c i p a t i n g  
Pharmacy 
E s t a b l i s h e s  a  
p a r t i c i p a t i n g  pharmacy 
program f o r  pha rmac ie s  
who a g r e e  t o :  n o t  
r e f u s e  t o  d i s p e n s e  
cove red  d r u g  i t e m s  i n  
s t o c k  t o  b e n e f i c i a r i e s ;  
n o t  t o  c h a r g e  more t h a n  
t h e y  c h a r g e  t h e  g e n e r a l  
p u b l i c ;  keep  p a t i e n t  
r e c o r d s  f o r  
b e n e f i c i a r i e s ,  a s s i s t  
them i n  d e t e r m i n i n g  
whe the r  t h e y  have  met 
t h e  c a t a s t r o p h i c  l i m i t  
and submi t  
documen ta t ion  t o  
c a r r i e r s ;  and ,  
e f f e c t i v e  1 / 1 / 9 2 ,  
submi t  b i l l s  t o  
Medicare  
e l e c t r o n i c a l l y ,  u n l e s s  
r e q u i r e m e n t  waived by 
S e c r e t a r y .  

D. P r e s c r i p t i o n  Drug 
Payment Review 

'Cornmission 
E s t a b l i s h e s  Commission 
t o  make~recommenda t ions  
by March of  e a c h  y e a r  
on payment methods .  

E. S t u d i e s  
R e q u i r e s  t h e  S e c r e t a r y  
t o  conduc t  a 
b e n e f i c i a r y  d r u g  c o s t  
s u r v e y  by 3 / 1 / 8 9 .  
R e q u i r e s  S e c r e t a r y  t o  
conduc t  a  number o f  
a d d i t i o n a l  s t u d i e s  on 
i s s u e s  r e l a t e d  t o  
o u t p a t i e n t  d r u g  
c o v e r a g e .  

No p r o v i s i o n  

E .  S t u d y  
P r o v i d e s  f o r  a  s t u d y  
and  r e p o r t  by t h e  
I n s t i t u t e  of  M e d i c i n e  
on p r e s c r i p t i o n  d r u g s  
t h a t  might  b e  c o v e r e d  
u n d e r  Med ica re  o r  
c o u n t e d  toward  t h e  
c a t a s t r o p h i c  c a p .  
R e q u i r e s  r e p o r t  t o  
i n c l u d e  r ecommenda t ions  
w i t h  r e s p e c t  t o  payment 
l i m i t s .  F i n a l  r e p o r t  
due  w i t h i n  o n e  y e a r  of  
enac tmen t .  



I V .  FINANCING 
A. P a r t  B Premium 
P r o v i d e s  t h a t  P a r t  B i s  
f i n a n c e d  t h r o u g h :  1 )  
b e n e f i c i a r y  premiums 
which  a r e  s e t  a t  25% of  
e s t i m a t e d  program c o s t s  
f o r  t h e  a g e d ;  and  2) 
g e n e r a l  r e v e n u e s .  
B e g i n n i n g  i n  1989 ,  t h e  
a n n u a l  i n c r e a s e  i n  t h e  
premium may n o t  exceed  
t h e  i n c r e a s e  i n  t h e  
COLA . 

B. S u p p l e m e n t a l  Premium 
No p r o v i s i o n .  

A. P a r t  B Premium 
P r o v i d e s  f o r  t h e  
f o l l o w i n g  a d d i t i o n s  t o  
t h e  premium amount 
o t h e r w i s e  c a l c u l a t e d :  
1 )  An i n c r e a s e  o f  $1.00 
i n  1991 and $1.30 i n  
1992 ; 
2 )  a n  a d d i t i o n a l  
premium amount f o r  t h e  
p r e s c r i p t i o n  d r u g  
b e n e f i t  of $2.30 i n  
1989;  i n  subsequen t  
y e a r s  t h e  amount i s  t o  
e q u a l  75% of c o s t s  o f  
t h e  b e n e f i t  e x c e p t  t h a t  
i t  may n o t  exceed  $3.40 
i n  1990 n o r  i n c r e a s e  by 
more t h a n  20% i n  
subsequen t  y e a r s ;  
3 )  a n  a d d i t i o n a l  
premium f o r  in-home 
c a r e  b e n e f i t  e q u a l  t o  
100% of  t h e  c o s t s ;  i t  
may n o t  exceed  $0.30 i n  
1989,  $0.50 i n  1990,  
n o r  i n c r e a s e  by more 
t h a n  20% i n  t h e  
subsequen t  y e a r .  

B. Supp lemen ta l  Premium 
1. I m p o s i t i o n  
Imposes a  supp lemen ta l  
Medicare  premium, 
admini  s t  e r e d  t h r o u g h  
t h e  income t a x  sys t em,  
on e a c h  pe r son  e n t i t l e d  
t o  Medicare  P a r t  A 
whose a d j u s t e d  g r o s s  
income (AGI)  i s  o v e r  a  
s p e c i f i e d  amount. 

A. P a r t  B Premium 
P r o v i d e s  f o r  t h e  
a d d i t i o n  of  a  
c a t a s t r o p h i c  c o v e r a g e  
premium amount t o  t h e  
premium amount 
o t h e r w i s e  c a l c u l a t e d .  
T h i s  a d d i t i o n a l  amount 
i s  set  a t  $4.00 i n  1988 
and i n c r e a s e d  i n  f u t u r e  
y e a r s  by t h e  i n c r e a s e  
i n  t h e  p e r  c a p i t a '  
a c t u a r i a l  c o s t s  o f  
c a t a s t r o p h i c  b e n e f i t s  
u n d e r  P a r t s  A and B. 
( I n  1989 t h e  amount i s  
s e t  a s  i f  t h e  b e n e f i t  
were i n  e f f e c t  f o r  t h e  
e n t i r e  y e a r ) .  The 
a d d i t i o n a l  premium 
would a p p l y  b e g i n n i n g  
i n  F e b r u a r y  1988.  F o r  
y e a r s  a f t e r  1988 ,  
i n d i v i d u a l  
b e n e f i c i a r i e s  a r e  h e l d  
h a r m l e s s  s o  t h e  premium 
i n c r e a s e  c o u l d  n o t  
exceed  t h e  a c t u a l  COLA 
i n c r e a s e  i n  t h e i r  
s o c i a l  s e c u r i t y  
b e n e f i t .  

8. Supp lemen ta l  Premium 
1. I m p o s i t i o n  
Imposes a  s u p p l e m e n t a l  
premium, a d m i n i s t e r e d  
t h r o u g h  t h e  income t a x  
s y s t e m ,  on e a c h  p e r s o n  
who r e c e i v e s  P a r t  B 
c o v e r a g e  and  h a s  
F e d e r a l  t a x  l i a b i l i t y  
i n  e x c e s s  of  $150.  



2.  I n i t i a l  Amount 
P r o v i d e s  t h a t  i n  1988,  
t h e  premium i s  imposed 
on p e r s o n s  w i t h  an  A G I  
o v e r  $6 ,000 .  P e r s o n s  
w i t h  a n  A G I  of $6 ,001  
would pay a  $10 a  y e a r  
premium; t h e  premium 
amount would i n c r e a s e  
by a p p r o x i m a t e l y  $10 
p e r  $143 o f  A G I .  
P e r s o n s  w i t h  a n  ACI of 
$14 ,167 o r  more would 
pay t h e  maximum amount 
o f  $580. F o r  j o i n t  
r e t u r n s ,  t h e  premium 
amount f o r  e a c h  s p o u s e  
would be based  on  112 
t h e  c o u p l e ' s  j o i n t  AGI. 

2 .  I n i t i a l  Amount 
P r o v i d e s  t h a t  i n  1988 ,  
t h e  y e a r l y  premium 
e q u a l s  t h e  p r o d u c t  o f  
t h e  f o l l o w i n g :  a )  
premium r a t e  ($1 .02  i n  
1988;  i n d i v i d u a l ' s  t a x  
l i a b i l i t y  d i v i d e d  by 
$150 ( r o u n d e d  down t o  
t h e  n e a r e s t  who1 e 
number);  and  c )  number 
of  months i n d i v i d u a l  
e n r o l l e d  i n  P a r t  B. 
Maximum premium i s  $800 
i n  1988. F o r  j o i n t  
r e t u r n s ,  t h e  premium i s  
d e t e r m i n e d  a s  i f  t h e  
s p o u s e s  were  one  
i n d i v i d u a l ;  t h e  maximum 
i s  t h e  sum o f  t h e  
l i m i t s  t h a t  would a p p l y  
t o  e a c h  s p o u s e  i f  
d e t e r m i n e d  s e p a r a t e l y .  
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3.  I n d e x i n g  
S p e c i f i e s  t h a t  i n  
f u t u r e  y e a r s  t h e  
amounts  i n  t h e  income 
c a t e g o r i e s  would be  
i n c r e a s e d  by t h e  c o s t  
of l i v i n g  a d j u s t m e n t  
used  t o  a d j u s t  t h e  
income t a x  b r a c k e t s .  
The premium amounts  
would be a d j u s t e d  e a c h  
y e a r  by t h e  i n c r e a s e  i n  
t h e  s u b s i d i z e d  p o r t i o n  
of Medicare  and t h e  
p r e s c r i p t i o n  d r u g  
f a c t o r .  

3 .  I n d e x i n g  
S p e c i f i e s  t h a t  
b e g i n n i n g  i n  1989 ,  t h e  
premium r a t e  i s  t o  b e  
a d j u s t e d  t o  r e f l e c t  
change  i n  a c t u a r i a l  
comprehens ive  
c a t a s t r o p h i c  b e n e f i t  
amount. R e q u i r e s  t h e  
S e c r e t a r y ,  b e g i n n i n g  i n  
1993,  t o  i n c r e a s e  t h e  
premium r a t e  and t h e  
c a t a s t r o p h i c  c o v e k a g e  
premium t o  t h e  e x t e n t  
needed s o  t h a t  r e v e n u e s  
e q u a l  b e n e f i t s .  
S p e c i f i e s  t h a t  maximu 
premium i s  $850 i n  
1989;  $900 i n  1990;  
$950 i n  1991;  and 
$1 ,000 i n  1992.  F o r  
s u b s e q u e n t  y e a r s ,  t h e  
maximum premium i s  i n  
e f f e c t ,  65% of t h e  
e x c e s s  v a l u e  o f  t h e  
b a s i c  P a r t  B c o v e r a g e  
and c a t a s t r o p h i c  
c o v e r a g e  o v e r  t h e  
premiums ( e x c l u d i n g  t h e  
s u p p l e m e n t a l  premi urns 1 
c h a r g e d  f o r  such  
c o v e r a g e .  
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V. MEDICARE 
SUPPLEMENTAL POLICIES 
R e q u i r e s  Med ica re  
s u p p l e m e n t a l  p o l i c i e s  
t o  meet  minimum 
s t a n d a r d s  b e f o r e  t h e y  
c a n  be  marke ted  a s  
Medigap p o l i c i e s .  The 
s t a n d a r d s  a r e  c o n t a i n e d  
i n  a model s t a t e  
program approved  by t h e  
N a t i o n a l  A s s o c i a t i o n  of  
I n s u r a n c e  Comnis s ione r s  
(NAIC) . 

V .  MEDICARE 
SUPPLEMENTAL POLICIES 
R e q u i r e s  S e c r e t a r y  t o  
r e p o r t  t o  Congres s ,  
w i t h i n  150 days  a f t e r  
e n a c t m e n t ,  changes  t h a t  
shou ld  be  made i n  
s t a n d a r d s  and l o s s  
r a t i o s  f o r  
c e r t i f i c a t i o n  of 
Medicare  s u p p l e m e n t a l  
p o l i c i e s  t a k i n g  i n t o  
c o n s i d e r a t i o n  t h e  
amendments p r o v i d e d  i n  
t h i s  b i l l  and any  o t h e r  
p e r t i n e n t  l e g i s l a t i o n  
e n a c t e d  i n  t h e  f i r s t  
s e s s i o n  of t h e  1 0 0 t h  
Congress  and any 
r eco rmenda t ions  
deve loped  by t h e  N A I C .  
R e q u i r e s  Medigap 
p o l i c i e s  i n  e f f e c t  on 
1 / 1 / 8 8  t o  send a  l e t t e r  
by 1 / 3 1 / 8 8  t o  t h e i r  
p o l i c y h o l d e r s  e n t i t l e d  
t o  Medicare  e x p l a i n i n g  
improved b e n e f i t s  and 
how improvements a f f e c t  
p o l i c i e s  and premiums. 
R e q u i r e s  Medigap 
p o l i c i e s  t o  submit  
t h e i r  a d v e r t i s i n g  t o  
t h e  S t a t e  i n s u r a n c e  
commission f o r  r e v i e w  
f o r  compl i ance  w i t h  
S t a t e  law. P r o h i b i t s  
from 1 / 8 8  - 12 /88 ,  
i m p o s i t i o n  o f  c u r r e n t  
F e d e r a l  p e n a l t i e s  ( f o r  
s e l l i n g  p o l i c i e s  t o  
Medicare  b e n e f i c i a r i e s  
which s u b s t a n t i a l l y  
d u p l i c a t e  h e a l t h  
b e n e f i t s  t o  which t h e y  
a r e  o t h e r w i s e  e n t i t l e d )  
f o r  e x i s i t n g  Medicare  
s u p p l e m e n t a l  p o l i c i e s  
which d u p l i c a t e  o n l y  
t h e  b e n e f i t s  changed by 
t h i s  b i l l .  

V .  MEDICARE 
SUPPLEMENTAL POLICIES 
p r o v i d e s  t h a t  i f  t h e  
NAIC r e v i s e s  t h e  
e x i s t i n g  s t a n d a r d s  f o r  
Medigap p o l i c i e s  w i t h i n  
90 d a y s  a f t e r  
e n a c t m e n t ,  t h e n  t h o s e  
s t a n d a r d s  w i l l  a p p l y  a s  
t h e  s t a n d a r d s  f o r  
c e r t i f i c a t i o n ,  
b e g i n n i n g  o n e  y e a r '  
l a t e r .  I f  t h e  NAIC 
d o e s  n o t  r e v i s e  t h e  
s t a n d a r d s  w i t h i n  90  
d a y s ,  r e q u i r e s  t h e  
S e c r e t a r y  t o  i s s u e  
F e d e r a l  model s t a n d a r d s  
w i t h i n  90  d a y s  t o  
become e f f e c t i v e  o n e  
y e a r  l a t e r .  R e q u i r e s  a 
u n i f o r m  30 d a y  f r e e  
l o o k  p e r i o d  f o r  a l l  
Medigap p o l i c i e s ,  
whe the r  s o l d  by a g e n t s  
o r  by m a i l .  R e q u i r e s  
S t a t e s  which h a v e  
approved c e r t i f i c a t i o n  
programs t o  a d o p t  
r e p o r t i n g  fo rms  
d e v e l o p e d  by t h e  NAIC 
i n  o r d e r  t o  c o l l e c t  
i n f o r m a t i o n  on a c t u a l  
l o s s  r a t i o s .  
R e q u i r e s  t h e  S e c r e t a r y  
t o  i n f o r m  b e n e f i c i a r i e s  
a b o u t  laws  t h a t  
p r o h i b i t  c e r t a i n  
m a r k e t i n g  sales  a b u s e s .  



V I  . MEDICAID PROVISIONS 
A. Coverage  of Aged and 
D i s a b l e d  P e r s o n s  Below 
F e d e r a l  P o v e r t y  L ine  
P e r m i t s  S t a t e s  t o  c o v e r  
u n d e r  Medica id  aged  and 
d i s a b l e d  p e r s o n s  w i t h  
incomes up t o  a  S t a t e -  
e s t a b l i s h e d  l e v e l  up t o  
100% o f  t h e  F e d e r a l  
p o v e r t y  l i n e .  A S t a t e  
c a n  o f f e r  e i t h e r  t h e  
Medica id  b e n e f i t  
package  o r  
a l t e r n a t i v e l y  j u s t  
c o v e r  t h e  Medicare  c o s t  
s h a r i n g  c h a r g e s .  

A. Coverage of Aged and 
Di sab led  Pe r sons  Below 
F e d e r a l  P o v e r t y  L ine  
Mandates S t a t e s  t o  pay 
Medicare  c o s t - s h a r i n g  
c h a r g e s  f o r  a l l  aged 
and d i s a b l e d  p e r s o n s  
below t h e  p o v e r t y  l i n e .  
With r e s p e c t  t o  t h e  
d r u g  d e d u c t i b l e ,  a  
S t a t e  c o u l d  e i t h e r  
r e i m b u r s e  f o r  i n c u r r e d  
c h a r g e s  below t h e  
d e d u c t i b l e  o r  o f f e r  t h e  
same d r u g  cove rage  ( u p  
t o  t h e  d e d u c t i b l e )  a s  
o f f e r e d  t o  o t h e r  
b e n e f i c i a r i e s .  

A. Coverage  of Aged and 
D i  s a b l  ed P e r s o n s  Be1 ow 
F e d e r a l  P o v e r t y  L i n e  
R e q u i r e s  S t a t e s  t o  u s e  
Medicaid s a v i n g s  
a t t r i b u t a b l e  t o  
Medicare  c a t a s t r o p h i c  
b e n e f i t  f o r  e i t h e r  o r  
bo th  o f  t h e  f o l l o w i n g :  
1 ) p a y i n g  f o r  Med ica re  
c o s t - s h a r i n g  c h a r g e s  
f o r  p e r s o n s  below 
p o v e r t y  l i n e ;  o r  2 )  
i n c r e a s i n g  t h e  
ma in tenance  n e e d s  
a l l o w a n c e  a p p l i c a b l e  
f o r  t h e  c o n u n i t y  
spouse  of  
i n s t i t u t i o n a l i z e d  
i n d i v i d u a l s .  



B. SPOUSAL 
IMPOVERISHMENT 
E s t a b l i s h e s  c e r t a i n  
r u l e s  f o r  d e t e r m i n i n g  
income and r e s o u r c e s ,  
i n c l u d i n g  what amounts 
a r e  i n c l u d e d  o r  
d i s r e g a r d e d  and how t h e  
income and r e s o u r c e s  of  
an  i n d i v i d u a l ' s  spouse  
a r e  counted.  An 
i n s t i t u t i o n a l i z e d  
i n d i v i d u a l  w i t h  a 
spouse  i n  t h e  comnunity 
i s  p e r m i t t e d  t o  keep a n  
ambunt f o r  t h e  
main tenance  needs  of 
h i s  spouse ;  however, 
t h i s  amount i s  s e t  a t  
w e l f a r e  l e v e l s .  A s  a  
r e s u l t  of Medicaid 
r u l e s ,  b o t h  f o r  
d e t e r m i n i n g  e l i g i b i l i t y  
and i n  t h e  t r e a t m e n t  of 
income a f t e r  
e l i g i b i l i t y  h a s  been 
e s t a b l i s h e d ,  t h e  
comnunity-based spouse  
may become 
impover ished;  t h i s  i s  
r e f e r r e d  t o  a s  s p o u s a l  
impoverishment.  

Both H.R.2170 and S.1127 

B.  SPOUSAL 
IMPOVERSIHMENT 
S p e c i f i e s  t h a t  i n  
de te rmin ing  
e l i g i b i l i t y ,  h a l f  of 
t h e  income would be 
a t t r i b u t a b l e  t o  each  
spouse.  P rov ides  f o r  a 
one-time d e t e r m i n a t i o n  
of r e s o u r c e s ,  w i t h  h a l f  
a t t r i b u t a b l e  t o  each  
spouse;  s p e c i f i e s  t h a t  
t h e  i n s t i t u t i o n a l i z e d  
spouse  may t r a n s f e r  t o  
t h e  comnunity spouse  
t h e  amount n e c e s s a r y  t o  
b r i n g  t h e  comnunity 
s p o u s e ' s  s h a r e  up t o  
$12,000. I f  t h e  
community s p o u s e ' s  
s h a r e  i s  o v e r  $48,000, 
t h e  e x c e s s  i s  t o  be 
a t t r i b u t e d  t o  t h e  
i n s t i t u t i o n a l i z e d  
spouse .  Pe rmi t s  t h e  
community-based spouse  
t o  keep an amount equa l  
t o  150% of t h e  pover ty  
l i n e  p l u s  h a l f  t h e  
c o u p l e ' s  income over  
t h a t  amount no t  t o  
exceed $1,500. 
E s t a b l i s h e s  a uniform 
n a t i o n a l  p o l i c y  on 
t r a n s f e r  of a s s e t s .  

B. SPOUSAL 
I MPOVER I ~ H M E N T  
See "A" above. 

c o n t a i n  a number of a d d i t i o n a l  p r o v i s i o n s  which a r e  
n o t  sumarized i n  t h i s  document. 


