o Adoption of an “Essential Benefits Plan”: Small firms would benefit from the establishment
of an essential benefits plan (outlined below), available nationwide, that provides
coverage for prevention and wellness as well as acute and chronic care, and that is not
subject to varying and conflicting state benefit mandates.

o Improved Coordination of Private and Public Coverage: Steps need to be taken to ensure that
public programs such as Medicaid and SCHIP can effectively ‘wrap around’ private
plans (for example., via premium assistance) so that employees can retain their existing
coverage, while encouraging continued employer contributions toward the cost of
coverage and ensuring that limited public resources are most effectively targeted to
those without coverage options.

o Enbanced Transparency: A coordinated industry-wide effort must be made to ensure that
individuals and small businesses have access to clear and consistent information about
coverage options.

Strengthening the Large Group Market.

We support building upon the existing employer-based system, which currently covers
more than 160 million Americans. It is a key part of our economic fabric. Although the
employer-based system faces challenges, more than 90 percent of employers report that
offering high-quality coverage is important to their ability to recruit and retain valuable
workers and enhance employee morale. Thus, as a first priority, our reform agenda should
be committed to a policy that “first does no harm” to that system and limits strategies that
would reduce employer coverage. Focus should be placed on retaining a national structure
for the large group market that continues to promote uniformity and ensures the smooth
functioning of the employer-based system.

At the same time, the nation’s economic uncertainties and job losses underscore the need
for new strategies to assist individuals who become unemployed or are transitioning from
job to job. While a Congtressional Budget Office (CBO) study found that nearly 50 percent
of the uninsured go without coverage for four months or less, additional protections are
still needed. We propose ensuring that the tax credits outlined below are available to
individuals on an advanceable basis to help them through job transitions along with access
during these times to more affordable coverage options consistent with our proposal for a
basic benefits plan.

Confronting the ‘cost-shifting surtax’ currently imposed on employers and
consumers purchasing health care coverage.

As part of any national health care reform initiative, Congress must address the fact that
reducing outlays in one area inevitably means shifting costs elsewhere. Underpayment of
physicians and hospitals by public programs shifts tens of billions in annual costs to those
with private insurance — essentially creating a surtax equal to as much as 15 percent of the
premium costs for an average family policy. The transfer of these costs to those with
private coverage cannot be sustained and is critical to addressing concerns over

affordability.




In addition, the U.S. currently spends approximately $50 billion each year to provide health
services to those without coverage, leading to high levels of uncompensated care for
hospitals and clinics. This results in cost-shifting to those with coverage in the form of
higher premiums and other related costs. We believe now is the time to eliminate the
inefficiencies that occur when uninsured individuals who lack access to preventive care or
care for chronic illnesses use emergency rooms as a regular source of care. Achieving
universal coverage will create a more sustainable approach for providing all Americans
access to affordable, high-quality coverage.

Improving Public Programs.
For health care reform to succeed, we need to improve the public safety net. This includes:

o SCHIP eligibility: Eligibility should be extended to children in families with incomes up
to 300 percent of the federal poverty level.

o Medijcaid eligibility: Categorical eligibility requirements should be abolished. Instead,
eligibility should be granted to all individuals with incomes at or below 100 percent of
the FPL.

o Increasing enrollment and improving guality: Incentives should be provided to help states
boost SCHIP and Medicaid enrollment among the hardest-to-reach individuals, to
improve quality by enhancing access to vital services (e.g., immunizations and well-child
visits), and to help coordinate public programs and private insurance to reduce “crowd-
out” and make it easier for parents, spouses, and children to obtain coverage under a
single plan.

o Tax Credits: To help lower-income working families, advanceable and refundable tax
credits should be available, phasing out as income approaches 400 percent of the FPL.

o Commmunity Health Centers: Adequate support should be provided to community health
centers, recognizing the critical role they play in providing access to services for
vulnerable populations and to ensure they can continue this role in the future.

Protecting Americans from Bankruptcy.

To guard against medical bankruptcy, a system of tax credits should be designed for
lower-income individuals and working families that would cap their total health care ex-
penses (to include spending on premiums and cost-sharing) as a proportion of income.
Achieving the goal of universal coverage is also critical to preventing medical bankruptcies,
as research shows medical expense related bankruptcy is most prevalent among those
without health insurance coverage .




Establishing an Essential Benefits Plan.

Individuals and small businesses should have access to an affordable “essential benefits
plan” available in all states that provides coverage for prevention and wellness as well as
acute and chronic care. To maintain affordability, the essential benefits plan should not be
subject to varying and conflicting state benefit mandates.

An essential benefits plan should include:

e Coverage for primary care, preventive care, chronic care, acute episodic care, and
emergency room and hospital services; or

o Coverage that is at least actuarially equivalent to the minimum federal standards for a
high-deductible health plan sold in connection with a health savings account, along with
the opportunity to include enhancements such as wellness programs, preventive care,
and disease management.

Allowing benefit packages to vary based on actuarial equivalence is crucial to ensure that
any package can evolve naturally based upon new innovations in benefit design and the
latest clinical evidence.

Our Regulatory System — The ‘Ground Rules’ Of Health Care — Needs To Be
More Consistent, Effective, and Protective of Patients and Practitioners

Today, our health care system operates within a patchwork of federal and state regulations that
often hinder, rather than help, efforts to improve care and contain costs. A national health care
reform initiative must have as one of its goals the implementation of a more streamlined and
effective regulatory system.

1.

The Federal Role.

The federal government needs to provide a framework for reform based on adopting the
best features of public programs and the private marketplace, strengthening the public
safety net, providing incentives through the tax system for the purchase of insurance, and
setting out uniform guidelines for reform. As discussed above, we also propose the creation
of a public-private advisory group representing a broad range of stakeholders with relevant
policy expertise. The core mission of this group would be to develop a recommended plan
for bringing unsustainable health care costs under control via methods that improve health
care quality based on realistic goals and with strategies coordinated among stakeholders.
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2. State Partnerships.

States should continue to administer the SCHIP and Medicaid programs and to fulfill their
traditional enforcement roles within a federal framework designed to ensure consistency
nationwide.

State agencies charged with insurance or health plan regulation should work with carriers
through a public-private partnership to ensure that small employers and individuals have
one-stop access to clear, organized information that allows them to compare premiums,
benefits, and cost-sharing across all plans offering coverage in the state, as well as check
eligibility for public programs. States also should work with carriers to provide other key
administrative support services, including aggregating premium contributions from multiple
sources, which is especially important for part-time workers and those eligible for subsidies.

* % %

Conclusion

Although health care reform ranks high on the nation’s to-do list, achieving the broad goals of
universal access, affordability, and cost containment — in ways that are fair to all Americans — will
require dedication and commitment on the part of everyone with a stake in the outcome. Even as
we confront unprecedented economic challenges, we are reminded that health care reform is also
critical to our economic competitiveness.

We offer our proposals with a pledge to work in a spirit of cooperation and determination, with
physicians, hospitals, consumers, employers, unions, lawmakers, and government

leaders — who want to work toward the day when all Americans can count on being served by a
health care system second to none.

Working together — starting in 2009 — we can reach that goal.
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