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Executive Summary
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Coverage
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Figure ES-1
Changes in Sources of Coverage under The Americ an Affordable Health Choices Act as Amended
August 7, 2009 Assuming Full Implementation in 2011 (millions) ol

All Individuals Employer Coverage
20.7
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Medicaid Public Private  Uninsured Private Buy-in Net
Plan Plan Coverage to Public Change
Plan Employer
Coverage

a/ For illustrative purp oses, we assume that the program is fully implemented and enroliment
is fully mature in 2011 . Estimates assume that the exchange is open to individuals and firms
with fewer than 50 workers only.

Source: The Lewin Group using the Health Benefits Simulation Model (HBSM).

Federal Costs
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Figure ES-2
Changes in Federal Expenditures and Revenues un der the American Affordable Health Choices Act
of 2009: 2010-2019 (billions)

Spending for Spending for Spending for
2010 - 2019 2020 - 2029 2010 - 2029
New Program Costs

New Program Costs

Medicaid Eligibility Expansion $375.2 $1,085.6 $1,460.8

Premium Subsidies $667.5 $2,227.8 $2,895.2

Employer Tax Credit $63.5 $165.0 $228.4

Retiree Reinsurance Program $10.0 $0.0 $10.0

Public Plan Start-up $2.0 $0.0 $2.0

Total Program Costs $1,118.1 $3,478.3 $4,596.4
Program Offsets

Employer Pay-or-Play Taxes $290.8 $692.9 $983.7

Penalties for Uninsured $66.9 $135.1 $202.0

Changes in Other Federal Programs $3.3 $8.2 $11.5

Taxes on Changes in Wages -$100.4 -$250.0 -$350.4

Total Offsets $260.7 $586.2 $846.8

Net Federal Cost of Programs
Net Federal Cost $857.4 $2,892.2 $3,749.6
Financing
Medicare and Medicaid Payment Reforms® -$230.9 -$735.0 -$965.9
Tax on High-income" $587.5 $1,147.7 $1,735.2
Net Federal Cost
Net Federal Cost of Reform $39.0 $1,009.5 $1,048.6

a/ Based on Congressional Budget Ofice (CBO) for 2010 through 2019.
b/ Joint Committee on Taxation (JCT) for 2010 through 2029.
Source: The Lewin Group Health Benefits Simulation Model (HBSM).

State and Local Governments
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Private Employers
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Figure ES-3
Average Annual Change in Employer Costs per Worker by
Current Insuring Status and Firm Size: 2011
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@0 4,999 more Sizes/
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a/ For illustrative purpos es, these estimates assume that the Act is fully implemented and enrollment
is fully matured in 2011.
Source: Lewin Group Estimates Using the Health Benefits Simulation Model (HBSM).
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Figure ES-4
Average Annual Changes in Family Health Spen ding by Income and Cu rrent Insured Status:

$4,072
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Il Some Uninsured
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$10,000 $19,99 $29,999  $39,999 $49,999 $74,999 $99,999  $149,999 Families

Family Income
2011%

a/ Estimates assume that the Act is fully impleme nted and enrollment is fully matured in 2011.
Source: Lewin Group Estimates Using the Health Benefits Simulation Model (HBSM).
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Impact on National Health Spending
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A. The American Affordable Health Choices Act of 2009
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1. Health Benefits Packages

DE,!C62!,:2.G7<:E,:l.16*-!G,3,F<2:!>.6T./,!F*-1C9,-<6.3:RINE<6E!N<77!G,!4,F<3,4!G?I2E,!3,N77?!
F*-9,41H,.72E!1J,3,F<2:1C4+<:*-?1)*99<22,,0ID* 1>-*9*2 IE 72E!.3416*:216*32.<39,32R!2E,!
G,3,F<2:I>.6T./,IN*L7416*+,-1>- +,32<+,l: -+<6,. IN<2E!3*16*:2S:E.-<3/0!DE,!9<3<9L9!:,-+<6,:!
2E.219L:2!G,!16*+,-,41<367L4,al!

 A3>.2<,32IE*><2.7!1:,-+<6,:c!!

= dL2>.2<,32IE*:><2.7!:,-+<6,:C!

] 1E?:<6<.3!:,-+<6,:c!

= =[L<>9,321.341:L>>7<,:1<36<4, 3212*I>E?:<6<.3!:,-+<6,:C!

] -, +,32<+,!1:,-+<6,:c!

n \.2,-3<27?!:,-+<6,:C!

= -16-<>2<*314-L/:c!

n X,E.G<7<2.2<+,1.34!1- E.G<7<2.2<+,!:,-+<6,:¢cl.34!

= O, 77'G.G?1.34IN,7716E<74!+<:<2:1.3414,32+/R&*3R!.34!E, .-<3/I:,-+<6,:IF*-16 E<74-,30!

”*LE/W!INGQOUP“ !

#$%&(!



DE,!|,P6E.3/,19.T,:.l.+.<7.G7,IF*L-14<FF,-,3212<,-:! *FIG,3,F<2!>.6T./,:12E.2!+.-?1>-<9.-<7?1<3!
2,-9:*FI6*:21:E.-<3/RL.77*FINE<6E!6*+,-1.217.212E!:,-+<6,:17<:2,41.G*+,0!DE,!J<77!4,3*9<3.2,:!
2E,.\F*L-1G,3,F<2:!>.6T./,:1<312,-9:*FI2E,<-! ".62L.-<.7!+.7L,0_!C!G,3,F<2:!>.6T./,I12E.2!6%+,-:!
JTFI2E L, -+<6,:17<:2,4].G*+,IN<2E*L2!6*:2S:E.4\8/4,4L.62<G7,:R!6*>.79,32:R!,260Y!<:14,F<3,412*!

>.79,32!.9%L.32:1<36-,..,!.:IF*77*N:al

= /01"2'30240#&:!'A367L4,:12E,!6*%-,!:, 21*FI6*+,-,41G,3,F<2:1.341.17 +,7I*F16*:21:E.-<3/!
[<+<3/12E,!>7.3!.3!.62L.-<.7!+.7L,"*F!&0b!W<0,0R!NE,-,!6*:2":E.-<3/!>.-.9,2,-:1.- 1:,21.2!
2E,'7,+,7\.L6E!2E.212E,!>7.3!*3l.+,-./,! 6*+,-:1b&!>,-6,32!*F!:> 34<3/RIN<2E!2E,!
<34<+<4L.71>.?2<3/!(&!>,-6,32Yc!!

= (56052&7'30240#&!!A367L4,:12E,16*-,1:,2I*FI6*+,-,41G,3,F<2:IN<2E!9*-1/,3,-*L:16*:2!
'E.-<3/l/<+<3/12E,!>.6T./,..31.62L.-<.7!+.7L,*F!&0l @c!

»  3%&8"$8'30240#&!1A367L4,:12E,16*-,!:, 21*FI6*+,-,41G,3,F<2:IN<2E!6*:2I:E.-<3/12E.2!>L2:]
2E,!>.6T./,1.21.31.62L.-<.71+.7L,*FI&0$@c!.34!

= 3%&8"$8'39$1'30240#&!!A367L4,:12E,!16*- I: 2I*FI6*+,-,41G,3,F<2:IN<2E!2E,!>- 9<L 9!
> 6T./,16%:2:E.-<3/R!>7L:1.44<2<*3.716*+,-, 4! G,3,F<2:!W,0/0R!4,32.7!6*+,-./,IF*-1.4L72:R!
/?919,9G,-:E<>R!,260Y0!

DE,!J.:<6!J,3,F<2:!>.6T./,IN*L74!G,I2E,!9< 3<9L9I12E.2!C9,-<6.3:!19L:2!E.+,12E-*L/E!.3!
,9>7*? -1*-I2E-*L/EI2E,!13,N7?!,:2.G7<:E,4IE,.7 2E!P6E.3/,0!H*N,+,-RI2E,!|.62L.7!6*:2S:E.-<3/!
-,[L<-,9,32:1L34,-12E,!G.:<6!>7.3!.-,13*2!:> 6<F<,41<312E,!C620!

D*I<77L:2-.2,RIXBB%& N, !>-,:,321.31,P.9>7,I*F16*9G<3.2<*  3:I*FI4,4L62<G7,:1.3416*S>.79,32!
O*L32:1F*-16%+,-,4!: -+<6,:12E.2IN*L7416*--,:>*3 412*1 6EI*FIF*L-1.62L.-<.7!1+.7L,!:2.34.-4:0!
d2E,-16*9G<3.2<*3:I*F14,4L.62<G7,:!.3416*S>.?9, 32:16*L74!.7:*19,,2I12E,:,!.62L.-<.7!+.7L,:0!
WDE,!C62!>-*+<4,:17<227,!/L<4.36,!*3!2E,!6;32!*F!2E,!;-,9<L9!;7L:!>.6T./,YO!DE,!C62!
2.G7<E,:1.31<34,>,34,32!.4+<:*-?16%09<22,,IN<  2E!>-*+<4,-:1.341*2E -IE,.72E6!.-,!,P>,-2:12*]
-,6%99,341L.>4.2,:12*12E ,16*-,!>.6T./,'*FIG,3,F<2:0!

2. Reforming the Insurance Markets
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Figure 1

lllustrative Cost-Sharing Amounts Consistent wi th Actuarial Valuation of Health Plan Options &

Benefits Packages

Without Cost Premium Enhanced Basic
Sharing Package Package Package
Actuarial Value 1.0 0.95 0.85 0.70
Hospital Deductible $0 $0 $250 $1,500
Hospital Coinsurance 0% 0% 10% 25%
Medical Deductible
Single $0 $0 $250 $1,500
Family $0 $0 $500 $3,000
Medical Coinsurance 0% 7% 20% 25%
Prescription Drugs 0% 7% 20% 25%
Preventive Care 0% 0% 0% 0%
Out-of-Pocket Limit
Single $0 $5,000 $5,000 $5,000
Family $0 $10,000 $10,000 $10,000
i':;ezrc')\ﬁmber Per Month (PMPM) - ¢/54 25 $402.86 $360.54 $296.84

a/ Estimates developed using Medical Expenditure Panel Survey (MEPS) data for people currently
covered under employer plans. We assumed that the in tent of the Bill is to set these benefits on the
basis of differences in cost-sharing only and does not include the util ization response at various levels
of cost sharing. Cost sharing parameters under these benefits packages would be somewhat lower if the

utilization response is incorporated into the estimates.
Source: Lewin Group Estimates using the Health Benefits Simulation Model (HBSM)
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3. Individual Responsibility
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Figure 2
Medicaid and CHIP Eligibility for a OTypical StateO Under Current Law &
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a/ Figures are roughly based upon average income eligibility levels across states by eligibility

group.
Source: CMS program data.
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Income Range Premium Cap as Percent of Income Actuarial Value
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4. Employer Responsibility
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5. The Public Plan
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6. Other Financing Measures
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Figure 3
CBO Estimates of the Effects of Medicare and Medicaid Provisions under the Act on Provider
Revenues: 2010-2019

(billions)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 22%11%
Changes in Expected Payments to Providers
Hospital -2.5 -3.6 -6.9 -104 -23.6 -245 -26.7 -355 -41.7 -451 -220.6
Physician 15 2.9 3.8 4.1 -0.8 1.3 2.8 3.0 3.3 3.8 25.6
Other Professional 0.2 0.5 0.6 0.7 0.0 0.4 0.6 0.3 -0.6 -4.1 -15
Dental 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Home Health 0.0 0.2 0.1 -0.1 -1.0 -0.7 -0.5 -0.6 -0.7 -0.8 -4.3
Prescription Drugs -0.1 -5.6 -7.3 -6.8 -8.5 -6.6 -3.3 -2.5 -2.7 -1.7 -45.3
Other Non-Durables 0.0 -0.4 -0.1 0.0 0.0 0.0 0.0 -0.1 -0.1 -0.1 -0.7
Durables 0.0 0.1 0.1 0.1 -0.2 0.0 0.1 0.1 0.1 0.1 0.5
Nursing Home -0.9 -1.3 -1.4 -1.8 3.2 -3.2 -3.5 -4.2 -4.7 -5.5 -29.7
All Services -1.8 -7.3 |-11.0 -14.1 -374 | -334 -306 | -39.5 | -47.3 -534 -275.8
Other Effects

Sustainable Growth Rate 7.4 13.1 | 153 17.6 20.3 235 275 31.3 34.4 38 228.4
Medicare Advantage 0 -4.6 | -10.3 -14.9 -18.3 | -19.7 @ -20.9 | -225  -246 -26.7 -162.5
Interactions 3.1 4.8 1.9 1.1 -1.2 -1.3 -1.6 -3.7 -4.9 -6.2 -8.0
Total 8.7 6.0 -4.1 -10.3 -36.6 -30.9 -25.6 -34.4 -42.4 -48.3 -219.7

Source: Congressional Budget Office, Letter to Charles Rangel, Chairman Committee on Ways and

Means, U.S. House of Representatives, July 17, 2009, Estimate of th e Effects on Direct Spending and
Revenues of Divisions B and C and Section 164 of H.R3200, The AmericanOs Affordable Health Choices
Act, as introduced on July 14, 2009.

A. Coverage Effects
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Figure 4
Changes in Sources of Coverage under the E&C Version of the American Affordable Health Choices
Assuming Full Implementation in 2011 (millions)

All Individuals Employer Coverage
20.7
9.8
5.3
— N
-0.8
. -2.9
-8.2
-29.7
Medicaid Public Private  Uninsured Private Buy-in Net
Plan Plan Coverage to Public Change
Plan Employer
Coverage

a/ For illustrative purpos es, we assume that the program is fully implemented and enroliment is fully
mature in 2011. Estimates assume that the exchange is open to individuals and firms with fewer than
50 workers only.

Source: The Lewin Group using the Health Benefits Simulation Model (HBSM).
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Figure 5
Changes in Sources of Health Insurance under Al ternative Versions of the Act: 2011 (millions)

E&C Version of the Act:
Public Plan Uses
Negotiated Rates

Tri-Committee Draft: Public Plan
Uses Medicare Payment Levels

Individuals and Individuals and Individuals and Firms with
All firms Small Eirms Onl fewer than 50 Workers
Eligible y Eligible
Medicaid Enrollment 12.6 13.9 9.8
Public Plan Enrollment 103.4 33.6 20.7
Private Health Insurance -83.4 -34.9 -0.8
Change in Uninsured -32.6 -32.0 -29.7

a/ John Sheils and Randall Haught, OCost and Coverage Impactsof the American Affordable
Health Choices Act of 2009, July 15™ Draft,O Staff Working Paper #8, July 27, 2009.
Source: Lewin Group Estimates using the Heakh Benefits Simulation Model (HBSM).
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Figure 6
Transitions in Coverage under th e E&C Version of the American Affordable Health ~ Choices Act of 2009; Assuming Full Implementati on in
2011
(thousands)’®

Coverage Through Exchange Private Coverage Medicare
. . & Medicaid
Employer | Individual | Employer | Individual TRICARE Medicare = Medicaid and Uninsured
Coverage Under Current Law - Public - Public - Private = - Private | Employer | Individual Retiree Dual SCHIP
Plan Plan Plans Plans Eligibles

Assuming Eligibility for the Exchan ge the Opened to all Firms
Employer Workers

and Dependents 154,436 2,894 1,861 1,338 10,301 | 132,056 0 0 0 0 0 4,243 1,743
Private Non-Employer 14,335 293 1,169 257 5,667 2,124 3,916 0 0 0 0 758 151
Employer Retiree 3,711 0 0 0 0 0 0 3,711 0 0 0 0 0
TRICARE 6,142 0 0 0 0 0 0 0 6,142 0 0 0 0
Medicare 33,195 0 0 0 0 0 0 0 0 33,195 0 0 0
Medicare & Medicaid
Dual Eligible 6,811 0 0 0 0 0 0 0 0 0 6,811 0 0
Medicaid and SCHIP 41,673 366 2,760 267 290 2,019 0 0 0 0 0 35971 0
Uninsured 49,191 1,765 9,639 930 1,439 7,261 0 0 0 0 0 10,529 17,627
Total 309,494 5,318 15,429 2,792 17,697 143,460 3,916 3,711 6,142 33,195 6,811 51,501 19,521
a/ For illustrative purp oses, we assume that the program is fully impleme nted and enroliment is fully mature in 2011.
Source: The Lewin Group Estimates using the Health Benefits Simulation Model (HBSM).
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B. Impact on Federal Spending

DE,)*3/-,::IL:,:I"&S?,.-IF*-,6.:2:1F*-1GL4/, 2<3/1>L->*:,:0IDE,!6L--,32!"&S?,.-1"GL4/,2!
N<34*N_!<:1%&"&!2E-*L/E!%&"$0!DE,!6*+,-./,!,P.3:<*3:1L.34,-12E,!C62IN*L7412.T,!,FF,62!
G,/<33<3/1<31%&"(0IDEL:RIZ2E,!>-*/-.9IN*L741G,!<31*> - 2<*3IF*-1*37?Ib*FI2E,"&!?,.-:1<367L4,4!
<3I2E,!GL4/,2IN<34*NOIDE<:19.T,:I<2l4<FF<6L72]2"2E,!7*3/S2,-9!<9>7<6.2<*3:I*FI2E,!|C62!*3!
2E,IF,4,-.714,F<6<20!DE<:I<:1,:>BR!<9>*-2.321G,6.L:,!12E,\,4<6.-, 12-L:2IFL34!<:!,P>,62,412*1G,!
,PE.L:2,41G?1%&"bR!-,:L72<3/1<3!:</3<F<6.32!<383!2E,!F 4,-.7!4 F<6<2!F*-I2E 'F*-,:,,.G7,!
FL2L-,0NA312E<:l:2L4?R!IN,!,P.9<3,I2E,!7*3/S@<9>7<6.2<*3:I*FI2E,!C62!*3!2E,IF 4,-.714,F<6<2!
*+,-IG*2E!2E,!%&"&!2E-*L/E!%&"$!GL4/,2IN<34*N!.34!12E,1%&% & 2E-*L/E!%&%$!>,-<*40!1!

0,1,:2<9.2,12E.2!12E,!<3:L-.36,!>-*+<:<*3:I*FI2E ,IC62IN*L74!-,:L72!<3!.13,2!<36-,.:,!<3!F,4,-.7!

>, 34<3/I*F|@bO#!IG<T77<*31*+,-12B«;H2E,1%&" &1 2E-*L/E!%&"$!>,-<*41W4$%&'¥ 0! ' DE<:!1<367L4,:!
:>,34<3/IF*-I3,NIE,.72E!G,3,F<2:1L34,-12E,! JI<77"*F!]"0"%!2-<77<*3R!7,::11%'&0b! G<77<*3!<3!3,N!
-,+,3L,:1-,:.L72<3/IF-*912E,:,16%+,-./,|,P>.3:<* 3:0!DE,!F<3.36<3/I>-*+<:<*3:I*FI2E,1J<77!<367L4,!
1%(&0$!G<77<*31<3!1:>,34<3/!-,4L62<*3:1F*-\,4<6.-,341\,4<6.<4R!.34!:L-2.P!-,+,3L,:!F*-IE</ES
<36*9,!>*>7,IW<0,0R!|( @ &R&&&!*-19*- YI*FI|@Ib0@!G<77<*30!!

DE<:!-,:L72:1<31.13,21<36-,.:,!<3!I2E,!F,4,-. 74, F<6<2*FI!]($0&!G<77<:BE; 1% &" " &1 2E-*L/E!%&"$!
>, -<*40IDEL:I2E,J<77!<:13,.-7?2\FL77?IFL34,4*2F IF<-:21"&!1?,.- IN<2E!I2E,!-,+,3L,::>,6<F<,4!<3!
2E,!1C620!

DE,!/.>I<3!F<3.36<3/IL34,-12E,!C62!IN*L74!<36-,.;,! .F2,-1%&"$0!A3!/,3,-.7R!E,.72E!6.-,16*:2:!.- !
,P>,62,412*1/-*NIF.:2,-12E.312E,IN./,1.3412.P!  G.::I*+,-12<9,R!-,:L 72<3/!<3!:>,34<3/I12E.2!
,P6,,4:1- +,3L,:0")*3:,[L,327?RIN,!,:2<9.2,12E JC62IN*L74!<36-,.:,12E,!IF,4,-.714,F<6<2!G?!
3*2E,-1]"0&"12-<77<*31*+,-12E,1%&%& ! 2E-*L/E!%65& %$40!DEL:R!2E,|C62IN*L74!<36-,.:,!12E,!
F.4,-.714,F<6<2!G?1.12*2 7TI*FI"0&@!2-<77<I2B06&S?, .- 1> ,-<*41*F1%&"& 1 2E-*L/E!%&%$0!!!

1. New Program Spending
j,2,7,9,32:*FI3,NIF 4,-.7!:> ,34<3/1L34,-12E,IC62!<367L4,a!

*  Medicaid expansion:!A36*9,!,7</<G<7<2?!7,+,7:!F=32:IN<2E!6L:2*4<.716 E<74-,3!
N*L74!G,!<36-,.:,412*1"((">,-6,32!*FI2E,!B; 50IM*3S4<:.G7,4!.4L72:IN<2E!<36*9,:!G,7*N!
"((">,-6,32!*FI2E,!B;5!IN*L74!G,6*9,!,7</<G7,! F*-12E,1>-*/-91<31.771:2.2,:0!C77*F!2E,!
6*:2:IF*-12E,:,!,7</<G<7<27?!,P>.3:<*3:IN*L7@!!>.<4!G?!2E,IF 4,-.7!/*+,-39,32!L32<7!
%&"@c!

*  Premium subsidies:!DE,!C62IN*L74!>-*+<4,1>- 9<191.3416*:2S:E.-<3/l:.LG:<4<,:IF*-]
>-<+.2,1<3:L-.36,:*7412E-*L/E!2E,!,P6E.3/,I*3 1.1:'7<4<3/!:6.7,IN<2E!<36*9,!F*-I> *>7 !
NE*14*13*21E.+,1.66,::12*|. FF*-4.G7,!1=1A0!0*-T,-:I*FF,-,416*+,-./,1G?1.31,9>7*? -|
S 13%217</<G7,1L37,::12E,1,9>7*? -16%+,- ./, IN*L7416*:212E ,IN*-T,-19*- I12E.3!""
>,-6,32*FIE<:VE,-I<36*9,c!!

*  Small employer tax credit:!DE,!C62!<367L4,:1.12.P16-,4<2!F*-17*NS<36*9,!:9.77!
,9>7*? - IWF,N,-12E.31%@!N*-T,-:YI2E.216.3!G,[L.712*IL>12*IE. 7F*FI2E,!,9>7*7?,-16*:2!
*F16*+,-./,0!C:14<:6L::,4!.G*+,RI2E,12.P! 6-,4<2I<:I>E.; 4S*L2IF*-1,9>7*? -:IN<2E!
4,215 2-%T771G, 2N, 3% &R&&&! . 34! [#&R&&&O!IDE-,4<2!<:1.7:*I>E.: 4S*L2IF*-IF<-9:!
N<2E!G,2N,,3!"&!.34!1%@!N*-T,-:cl.34!
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Changes in Federal Expenditures and Revenues under E&C Version of

Figure 7

the American Affordable Health Choices Act of 2009: 2010-2029

(billions)
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 ZZ%Ji%-

Public Program Costs

Medicaid Eligibility Expansion $0.0 $0.0 $0.0 | $20.2 $48.8 $52.5 $56.5  $60.9 $65.6 $70.6 $375.2

Premium Subsidies $0.0 $0.0 $0.0  $30.7 | $75.8 $92.5 $101.5 $111.4 $122.0 $1335 $667.5

Employer Tax Credit $0.0 $0.0 $0.0 $3.3 $7.9 $9.3 $9.8 $10.4 $11.1 $11.7 $63.5

Retiree Reinsurance Program $4.0 $6.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $10.0

Public Plan Start-Up $0.2 $0.8 $1.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $2.0

Total Program Costs $4.2 $6.8 $1.0  $54.2  $1325 $154.3 $167.8 $182.8 $198.7 $2159 $1,118.1

Program Offsets

Employer Pay-or-Play Taxes $0.0 $0.0 $0.0 | $15.8 $37.0 $43.1 $45.2 $475 $49.8 $52.3 $290.8

Penalties for Uninsured $0.0 $0.0 $0.0 $3.9 $9.0 $10.2 $10.5 $10.8 $11.1  $115 $66.9

Changes in Other Federal Programs $0.0 $0.0 $0.0 $0.2 $0.4 $0.5 $0.5 $0.5 $0.6 $0.6 $3.3

Taxes on Changes in Wages $0.0 $0.0 $0.0 -$5.3 -$12.6 -$14.7 -$156 -$16.4 -$17.4 -$183 -$100.4

Total Offsets $0.0 $0.0 $0.0  $145 $33.8 $39.0 $40.7 $42.4 $44.2 $46.0 $260.7

Net Federal Cost $4.2 $6.8 $1.0 $39.7 | $98.6 $1152 $127.2 $140.4 $1545 $169.8 $857.4
“Rﬂsgfri;ea?”d Medicaid Payment $55  $0.8 -$9.8 -$4.2 -$36.9 -$31.2 -$26.0 -$34.8 -$42.9 -$51.4  -$230.9
Tax on High-Income ” $0.9  $351 $33.4 $58.9 $65.7 $70.3  $74.7 $78.7 $82.9 $86.9 $587.5
Net Federal Cost of Reform $8.8 -$275 -$42.2 -$23.4 -$4.0 $13.7 $26.5 $26.9 $28.7 $31.5 $39.0
The /_\ o u$!
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Figure 7 (continued)
Changes in Federal Expenditures and Revenues under E&C Version of the American Affordable Health Choices Act of 2009: 2019-2029

(billions)
2020- 2010-
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2029 2029

Public Program Costs

Medicaid Eligibility Expansion $76.1 $81.9 $88.2  $95.0 $102.3 $110.1 $118.6 $127.7 $137.5 $148.1 $1,085.6 $1,460.8

Premium Subsidies $146.0 $159.6  $174.2 $190.1 $207.3 | $226.0 $246.3 $268.3 $292.1  $317.9 $2,227.8 $2,895.2

Employer Tax Credit $12.5 $13.2 $14.0 $149 $158  $16.7 $17.8 $18.9 $20.0 $21.2 $165.0 $228.4

Retiree Reinsurance Program $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $10.0

Public Plan Start-Up $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $2.0

Total Program Costs $234.5 $254.7 | $276.5 $300.0 $325.4 | $352.9 $382.7 9$414.8 $449.6 $487.2 $3,478.3 $4,596.4

Program Offsets

Employer Pay-or-Play Taxes $54.9 $57.7 | $60.6 $63.7 $66.9  $70.3 $73.9 $77.6 $81.6  $85.7 $692.9 $983.7

Penalties for Uninsured $11.8 $12.1 $125 $129 $13.3 | $13.7 $141 $145 $149 $154 $135.1  $202.0

Changes in Other Federal Programs $0.6 $0.7 $0.7 $0.7 $0.8 $0.8 $0.9 $0.9 $1.0 $1.0 $8.2 $11.5

Taxes on Changes in Wages -$19.4 -$20.4 -$21.6 -$22.8 -$24.0  -$254 -$26.8 -$28.3 -$29.9 -$315 -$250.0 -$350.4

Total Offsets $48.0 $50.0  $52.2 $54.5 $56.9  $59.4  $62.0 $64.8 $67.6 $70.6 $586.2 $846.8

Net Federal Cost $186.5 $204.7 $224.2 $2455 $268.5 $293.5 $320.6 $350.1 $382.0 $416.6 $2,892.2 $3,749.6
Medicare and Medicaid Payment
Reforms® -$55.0 | -$60.5 -$64.3 -$69.3 -$73.0 -$77.3 -$80.2 -$83.3 -$85.2 -$86.8  -$735.0 -$965.9
Tax on High-lncomeb’ $91.2 $95.8 $100.6 $105.6 $110.9 $116.5 $122.3 $128.4 $134.8 $141.6 $1,147.7 $1,735.2
Net Federal Cost of Reform $40.3 $48.3 $59.4 $70.5 $84.6 $99.8 $118.1 $138.3 $162.0 $188.2 $1,009.5 $1,048.6

a/ Based upon: Congressional Budget Office, Letter to Charles Rangel, Chairman Committee on Ways and Means, U.S. House of
Representatives, July 17, 2009, Estimate of the Effects on Direct Spending and Revenues of Divisions B and C and Section 164 ofH.R. 3200, The
AmericanOs Affordable Health Choices Act, as introduced on July 14, 2009. Also Includes Lewin Group estimate of the impact of r equiring the
Secretary to negotiate prices with prescription drug companies ma kers directly under the Medicare Part D program. Includes a Le win Group
estimate of the savings to Part D from di rect negotiation with drug companies and omits the cost of the retiree reinsurance pro  gram that we
present separately about.

b/ Joint Committee on Taxation (JCT), for H.R. 3200, JCX-31-09.

Source: The Lewin Group Health Benefits Simulation Model (HBSM).

””Lfvv%&ow* !

#$%&(!

%&!



* Reinsurance program:!!DE,1J<77!.77*6.2,:]"&0&!G<77<*312*I>-*+<4,1- <3:L-.36,!F*-IE</ES
6*:2!,.-7?1-,2<-,,:16L--,327?!16*+,-, 4! L34,-1,9>7*? -1E,.72E!>7.3:0!1U34,-12E,!
-,<3:L-.36,!6*+,-./,1>-*+<:<*3:FFI2E,I>7  .3RIN,!,:2<9.2,12E.212E,IFL34:IN*L74!G,!
,PE.L:2,419<4N.?12E-*L/EI2E,!:,6*341?,.-*FI<2:1.+.<7.G<7<2?0!

DE,!C62!>-*+<4,:1.G*L2!]"0"%!2-<77<*3!<3!3,NIGF3;2:1*+,-12E,1%&"&! 2E-*L/E!%&"$!>,-<*40!DE<:!
<367L4,:1<36-,.:,41\,4<6.<4!:> ,34<3/"*F!](b@0%! G<77<*3!.34!1>- 9<L.9!.3416*:2I:E.-<3/!:LG:<4<,!
*FI]"b0@!G<77<*30!DE,!,9>7*?,-12.P16-,4<2INALG*:2!]' (0@!G<77<*3*42E ,1%&"&!2E-*L/E!%&"$!

> -<*401D*2.7'G,3,F<2:16*:2:1*+ -12E I"&S?,.*,-<*4IW<0,0R!%&"&! 2E-*L/E!%&"$YIN*L74!G,!]"0"%)!
2-<77<*31.341#0'&!12-<77<*3!*+,-12E,1%&52<*41G,2N,,3!%&"&!.34!1%&%$0!

2. Spending Offsets for New Program

D*2.7!1>-*/- 9*FF:,2:1*+ -12E 19%& "& 1 2E-*L/E!%&"$!>,-<*4IN*L74!G,!]%'&0b!G<77*30!DE,!>-<9.-?!
*L-6,*FI*FF:,2:1L34,-12E,ICB2IN*L74!1G,!I>.?2-* 7712.P,:1>.<41G?1,9>7*? - IF*-IN*-T,-:12E,?14*|
3*216%+,-0!C:14,:6-<G,4!.G*+,RI2E,!1>-*/-9! N*L74!-[L<-,1,9>7*? - INE*I4*13*2]>-*+<4 |
E,.72E!<3:L-.36,12*1>.?1.3l10&!>,-6,32!>.2-*7712. PIF*-IN*-T ,-:12E,?14*13*216*+,-01A3!.44<2<*3R!
<3:L-<3/1,9>7*? - IN*L741>.?12E,1>.?2-*7712.P! F*-IN*-T,-:INE*!,3-*771<3I2E,!,P6E.3/,0!DE<:!
N*L74!G,!7<9<2,412*IN*-T,-:INE*IF<34I2E.212E6%: 21*F!,3-*77<3/I<3I2E,!,9>7*?,-:1>7.3! PG, ,4:!
"%!>,-6,32*FI2E,IN*-T,-:1<36*9,0!D*2.7!>.?-* 7712.P!-,+,3L,:IN*L741G,!]%$&0I'G<77<*3!*+,-12E,!
%&"&I12E-*L/E!%&"$!>,-<*40!!!

O,.7:*1>-*Q,62!>,3.72?!>.?9,32:1F*-I> *>7,1  NE*I/*IN<2E*L2!<3:L-.36,!N*L74!G,!]"0$!G<77<*3!
*+,-12E,IF<-:21"&!7?,.-:0IH*N,+,-RI12E,!>-*/- 9IN*  L74!-:L72!<3L.17*::1*FI<36*9,!.341>.?2-*7712.P!
-,+,3L,:*FI]"&&0#!G<77<*30!C:14<:6L::,4!G,7*NR},:2<9.2,12E . 2!2E,!,9>7*?,-19.34.2,IN*L 74!
<36-,.:,!,9>7*?,-1:> 34<3/IF*-IE,.72E!G,3,F<2:R! >.-2<6L7.-7?1.9*3/IF<-9:12E .214*13*213*NI*FF,-!
E,.72E!<3:L-.36,0!DE,!.+.<7.G7,!-,:,.-6E!<34<6.2;12E.2!,9>7*? - IN<77!>.::I*3I2E,:,|E</E,-16*:2:!
2¥IN*-T,-:1<312E,IF*-91*F!I- 4L6,4!N./,!/-*N2EOQ!  DE<:IN*L74!-,:L721<3L.17*::I*FIF 4,-.71<36*9,!
341> 2-*7712.P1-,+,3L,:0!!

DE,12*2.7*FF:,21*+,-12E 1%& % &1 2E-*L/E!%&%$! SN F 41G, 1 1#'01!G<77<*30!DEL:R!2*2.7!G,3,F<2:!
6*:2:17, ) FF:, 2: 1%+ -12E,1%&%& 1 2E-*L/E!%&%$!>,-<*4IN*L74!G,!](Ob@!2-<77<*30!!

3. Other Financing Measures

C:14<:6L::,41.G*+,RI2E,!IC62!1<9>*: :LIIL-2.P! *3IF.9<7<,:IN<2E!2.P.G7,1<36*9,:!<3!,P6,::I*F!
[(@&R&&&!WQ*<32IF<7,-:YOIDE,!C62!6-,.2,:l:ix+#/2 P!-.2,1 [L.712*a!"1>,-6,32!*F!1<36*9,!
G,2N,,3[(@&R&&&!.34!@&&R&&&C!"0@!>,-6:38YHIG,2N,,3!| @ &&R&&&!.341]"0&19<77<*3c!.34!
@O#!>,-6,32!F*-1<36*9,!*+,-11"0&!9<77<*BDE,:,!-,+,3L,!>-*+<:<*3:IN*L74!G,!<9>7,9,32,4!
G,/<33<3/1<3!%&"&0!DE,!i*<32!)*99<22,,1*3!1DP.2<*3IWi)DY!,:2<9.2,:12E .2!2E,:,!-,+,3L,!

> x4+ <HBINYL741-. < @ Ib0@!G<77%+3I2E,1%&"&I2E-*L/E!%&"$!>,-<*40!!

DE,!C62!.7:*I<367L4,:1*+,-11&!:,62<*3:12E.2172,-I\,4<6.-,1>-*+<4,-1>.79,321>*7<6<,: IF*-!|
+<-2L.772V.771272> :FFI>-*+<4 - FIE, . 72E!:,-+56&367L4<3/!1>E?:<6<.3:RIE*:><2.7:R!E*9,!E,.72E!
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1,36<,:RI:T<77,413L-:<3/'F.6<7<2<,:R!- E.G<7<E><¥8R.7:1.341*2E,-!E,.72E!6.-,!>-.62<2<*3,-:0!
1,+,-.7"*FI2E,;,!6E.3/,:1.-,14,:</3,412*], 36* L-./,1<9>-*+ 41[L.7<2?!1.34] FF<6<,36?!2E-*L/E!
GL347,41>.7?9,32:1.341[L.7<2?'4-<+,3!>.?79 ,32::.L6E!.:!>.?SF*-S>,-F*-9.36,0!!

DE,!C62!.7:*!-,+<:,412E,16%9>,2<2<+,1G<44<3/!>-*§:IF*-I\,4<6.-,1C4+.32./,12E.2!<:14,:</3,4!
2*1-416,16L--,32!>.79,32!7,+,7:0IDE,!IC62!.7 :*!>,-9.3,327?!1-,>7.6,:12E 118 X!F*-OL7.IF*-!
\,4<6.-,1>.79,32:12*I1>E?7:<6<.3:.341*2E - IE,.7  2E!>-.62<2<*3,-:0!DE,!C62!<367L4,:!6E.3/,:12*!
2E \,4<6.<41.34HA;!>-*/-.9:R!<367L4<3/I.l-,  4L62<*3!<3IK1H!>.79,32:*FI.G*L2!]'0#!G<77<*3!
*+,-12E,1%&"b!12E-*L/E!%&"$!>,-<*40!!

DE,!)Jd!,:2<9.2,:12E.2!12E,:,!6E.3/,:IN*L74!-,:L 721<3!:.+<3/:I*F1%"$0b!G<77<*3!*+,-12E,1%&"&!
2E-*L/E!%&"$!>,-<*4WH$%&'YO!ID*12E<:IN,!.44,41(0(IG<77<&:.+<3/:1L34,-1.31.9,349,3212*!
2E,!C62!12E.2!- [L<-,:12E,!1,6-,2.-?12*13, /*2<.2 1>-<6,:IF*-14-L/:1L34,-12E ,\,4<6.-,!;.-2!K!

>-*/-90 510,1,:2<9.2,!l: +<3[:IF*-1*37?1:<3/7,S:*L-6 ,'4-L/:INE,-,!2E,-,!<:13*1.72,-3.2<+,0!0,!
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Figure 8
Federal Spending for Health under Current Law an  d Changes in Spending under the E&C Version of
the American Affordable Health Choices Act of 2009

Change in Net
Federal Spending Under Current Law (billions) Federal Spending
Under Act
Medicare Medipare Medicaid Other Federal Total Amount Percent
Premiums Federal Workers @ Federal (billions) Change
2010 $516 -$41 $237 $116 $30 $857 $8.8 1.0%
2011 $547 -$44 $255 $124 $31 $913 -$27.5 -3.0%
2012 $585 -$44 $275 $132 $33 $981 -$42.2 -4.3%
2013 $628 -$49 $297 $142 $34 $1,053 -$23.4 -2.2%
2014 $674 -$48 $322 $152 $36 $1,137 -$4.0 -0.3%
2015 $729 -$50 $350 $163 $39 $1,231 $13.7 1.1%
2016 $789 -$54 $381 $175 $41 $1,332 $26.5 2.0%
2017 $858 -$58 $414 $187 $43 $1,444 $26.9 1.9%
2018 $932 -$63 $451 $200 $46 $1,566 $28.7 1.8%
2019 $1,012 -$65 $491 $214 $49 $1,701 $31.5 1.9%
2020 $1,100 -$72 $534 $229 $52 $1,844 $40.3 2.2%
2021 $1,195 -$78 $581 $246 $55 $1,999 $48.3 2.4%
2022 $1,299 -$86 $633 $263 $59 $2,167 $59.4 2.7%
2023 $1,411 -$94 $689 $281 $62 $2,349 $70.5 3.0%
2024 $1,533 -$103 $750 $301 $66 $2,547 $84.6 3.3%
2025 $1,665 -$113 $817 $322 $70 $2,761 $99.8 3.6%
2026 $1,809 -$123 $889 $345 $74 $2,994 $118.1 3.9%
2027 $1,966 -$135 $968 $369 $79 $3,247 $138.3 4.3%
2028 $2,136 -$147 $1,054 $395 $84 $3,521 $162.0 4.6%
2029 $2,321 -$160 $1,147 $423 $89 $3,819 $188.2 4.9%
2010-2019 $7,271 -$518 $3,473 $1,605 $383  $12,214 $39.0 0.3%
2020-2029 | $16,435 -$1,111 $8,063 $3,173 $689 = $27,248 | $1,009.5 3.7%
2010-2029 | $23,705 -$1,629  $11,536 $4,779 $1,072  $39,463 | $1,048.6 2.7%

Source: Lewin Group estimates using Health Spending Projections developed by the Office of the
Actuary (OAct) of the Centers for Medi care and Medicaid Services (CMS).

C. Impact on State and Local Governments
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Figure 9

Changes in Spending and Revenues for State and Local Governments under the E&C Version
Act of 2009: 2010 b 2029

of the American Affordable Health Choice s

(billions)
2010-
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2019
Spending under Current Law $445.3 $4725  $501.3 $533.5 $569.4 $609.3 $652.5 $699.6 $750.5 $805.2 $6,039.1
Medicaid and CHIP Programs $0.0 $0.0 $00 -$0.9 -$2.1 $3.3 $3.6 $3.9 $4.2 $4.5 $16.6
Savings to Current Safety-net
programs $0.0 $0.0 $0.0 -$6.0 -$14.2 -$16.7 -$17.6 -$18.6 -$19.6 -$20.7 -$113.5
State and Local Government
Worker Health Benefits Programs $0.0 $0.0 $0.0 $1.1 $2.5 $3.0 $3.1 $3.3 $3.5 $3.8 $20.3
Tax Revenues From Wage Effects
(Counted as Offset) $0.0 $0.0 $0.0 $1.1 $1.9 $2.0 $2.1 $2.2 $2.4 $2.5 $14.1
Net Impact on State and Local
Governments $0.0 $0.0 $0.0 -$4.8 -$11.9 -$8.4 -$8.8 -$9.2 -$9.6 -$10.0 -$62.6
Percent Change in Spending 0.0% 0.0% 0.0% -0.9% -2.1% -4 -1.3% -1.3% -1.3% -1.2% -1.0%
2020- 2010-
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2029 2029
Spending Under Current Law $864.2 $927.7 $996.0 $1,069.6  $1,1489 $1,234.3 $1,326.3 $1,4255 $1,5325 $1,647.8 $12,172.8 $18,211.9
Medicaid and CHIP Programs $4.8 $5.2 $56 $6.1 $6.5 $7.0 $7.6 $8.1 $8.8 $9.4 $69.2 $85.7
Savings to Current Safety-net
Programs -$21.9 -$23.1 -$24.4 -$25.8 -$27.2 -$28.7 -$30.3 -$32.0 -$33.8 -$35.7 -$282.8 -$396.3
State and Local Government
Worker Health Benefits Programs $4.0 $4.2 $4.5 $4.8 $5.1 $5.4 $5.7 $6.0 $6.4 $6.8 $52.8 $73.1
Tax Revenues From Wage Effects
(Counted As Offset) $2.7 $2.8 $3.0 $3.2 $3.4 $3.6 $3.8 $4.0 $4.3 $4.5 $35.2 $49.3
Net Impact on State and Local
Governments -$10.4 -$10.8 -$11.3 -$11.8 -$12.3 -$12.8 -$13.3 -$13.8 -$14.4 -$14.9 -$125.7 -$188.3
Percent Change in Spending -1.2% -1.2% -1.1% -1.1% -1.1% -1.0% -1.0% -1.0% -0.9% -0.9% -1.0% -1.0%
Source: Lewin Group Estimates using the Health Benefits Simulation Model (HBSM)
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Figure 10
Change in Private Employer Health Benefit Costs by Current
Insuring Status under the E&C Vers ion of the Act for 2011 (billions) ¥

All Firms Eligible for Exchange

Currently Cu’ilrsg_tly Al
Insuring :

Insurin Employers
Employer Employgr ploy

Private Employer Spending under Current Law
Current Cost of Coverage

Workers and Dependents $423.6 $0.0 $423.6
Retirees $28.8 $0.0 $28.8
Total Current Law $452.4 $0.0 $452.4

Private Employer Health Spending under the Act
Premiums for Employers in

Public Plan $9.1 $3.5 $12.6
Premiums for Employers in

Private Plans $401.2 $18.1 $419.3
Costs for Retirees $27.7 $0.0 $27.7
Change in Cost Shift -$0.2 $0.0 -$0.2
Small Employer Tax Credit -$4.8 -$2.7 -$7.5
Payroll Tax for Non-Insuring

Firms $25.8 $5.2 $31.0
Total Spending Under The

Policy $458.8 $24.1 $482.9

Net Change in Private Employer Spending

Net Change $6.4 $24.1 $30.5

a/ For illustrative pu rposes, this scenario Assumes thatthe Act is fully implemented and
enroliment is fully matured in  2011. Estimates assume that individuals and firms with fewer
than 50 workers only would be eligible for the exchange.

Source: Lewin Group Estimates Using the Health Benefits Simulation Model (HBSM)
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Figure 11
Changes in Private Employer Health Spending un der the E&C Version of th e American Affordable
Health Choices Act of 2009

Spending Change in Percent Change
under Current Spending under in Spending
Law the Act under the Act
2010 $433.3 -$2.0 -0.5%
2011 $452.4 -$3.0 -0.7%
2012 $474.8 $0.0 0.0%
2013 $498.2 $19.3 3.9%
2014 $525.5 $35.6 6.8%
2015 $555.9 $41.8 7.5%
2016 $588.5 $45.6 7.7%
2017 $623.7 $49.8 8.0%
2018 $660.7 $53.8 8.1%
2019 $700.0 $58.2 8.3%
2020 $741.5 $62.8 8.5%
2021 $785.6 $67.8 8.6%
2022 $832.2 $73.2 8.8%
2023 $881.7 $79.0 9.0%
2024 $934.0 $85.3 9.1%
2025 $989.5 $92.0 9.3%
2026 $1,048.3 $99.2 9.5%
2027 $1,110.6 $106.9 9.6%
2028 $1,176.5 $115.2 9.8%
2029 $1,246.4 $124.1 10.0%
2010-2019 $5,514.4 $299.0 5.4%
2020-2029 $9,746.4 $905.6 9.3%
2010-2029 $15,260.8 $1,204.5 7.9%

Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM).

2. Impact on Employer Costs by Industry and Firm Size
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Figure 12

Change in Employer Health Sp ending per Worker under the E& C Version of the Act if Fully
Implemented in 2011 @

Currently Currently
Insuring Non-insuring All Firms
Firms Firms
Firm Size (number of workers)
Fewer than 10 -$811 $643 -$26
10-24 -$353 $443 $6
25-99 $436 $981 $590
100-499 $354 $1,234 $509
500-999 $162 $1,158 $318
1,000-4,999 $205 $1,192 $488
5,000 or more $277 $0 $277
Industry
Construction $202 $1,061 $519
Manufacturing $89 $1,076 $223
Transportation $222 $1,180 $423
Wholesale Trade $531 $615 $545
Retail Trade $127 $564 $253
Services $95 $732 $289
Finance $71 $1,025 $229
Other -$40 $967 $308
All Private Employers
Total Private $123 $813 $305

a/ For illustrative pu rposes, this scenario assumes thatthe Act is fully implemented and
enrollment is fully matured in 2011.
Source: Lewin Group Estimates Using the Health benefits Simulation Model (HBSM).

E. Impact on Consumers
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Figure 13
Average Family Health Spending by Fa mily Income under Current Law in 2011

Spending under Current Law
Number of

Families Average
(thousands) = premium

Average | Average
Out-of- Total
Pocket | Spending

Families by Annual Family Income

Under $10,000 13,257 $479 $717 $1,196
$10,000-$19,999 15,579 $1,124 $831 $1,955
$20,000-$29,999 14,716 $1,828 $1,143 $2,971
$30,000-$39,999 14,434 $2,200 $1,285 $3,485
$40,000-$49,999 11,759 $2,684 $1,576 $4,260
$50,000-$74,999 21,278 $3,055 $1,671 $4,726
$75,000-$99,999 15,403 $3,721 $1,978 $5,699
$100,000-$149,999 16,203 $3,988 $2,103 $6,091
$150,000 or More 13,135 $4,449 $2,540 $6,989
All Families
All Families 135,765 $2,648 $1,545 $4,193

Source: Lewin Group Estimates Using the Health Benefits Simulation Model (HBSM).
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Figure 14
Changes in Family Health Spending under the E& C Version of the Act by Family Income in 2011 &

All Firms Eligible for the Exchange

Change in Cfgjaur;?; in Penalty Af\t,fz/;;aex Net Change

Premiums Pocket Payments Effects ¢ in Spending
Under $10,000 -$182 -$168 $2 $4 -$352
$10,000-$19,999 -$118 -$169 $17 -$13 -$257
$20,000-$29,999 -$193 -$74 $45 $67 -$289
$30,000-$39,999 -$180 -$38 $66 -$14 -$138
$40,000-$49,999 -$189 $31 $68 -$149 $59
$50,000-$74,999 -$144 $157 $102 -$215 $330
$75,000-$99,999 -$253 $191 $124 -$261 $323
$100,000-$149,999 -$287 $244 $153 -$395 $505
$150,000 or More -$208 $248 $126 -$630 $796
All Families -$194 $54 $80 -$180 $120

a/ For illustrative pu rposes, this scenario Assumes thatthe Act is fully implemented and
enrollment is fully matured in 2011.

b/ Excludes the impact of the increase in taxes for people with incomes over $350,000.
¢/ Increases to wages are counted as a reduction in family health care costs.

Source: Lewin Group Estimates Using the Health Benefits Simulation Model (HBSM).
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Figure 15
Changes in Average Family Health Spending unde rthe E&C Version of the Act by Age of Family

Head: 2011
$420
$324
$187
$104 $120
-$55
-$324
Under 25 25-34 35-44 45-54 55-64 65+ All Families

Age of Family Head

Source: The Lewin Group estimates using the Health Benefits Simulation Model (HBSM).
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Figure 16
Changes in Average Family Health Spending by Cu rrent Insured Status and Current Family Spending
Level under the E&C Version of the Act: 2011

$867
$570
$372
$120
—1
L |
-$160
-$2,927
Under $1,000- $2,500- $5,000 $10,000+  All Families
\_$1,000 $2,500 $5,000 $10,000

—

Family Health Spending

Source: The Lewin Group estimates using the Health Benefits Simulation Model (HBSM).
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Figure 17
Changes in Average Family Health Spending by Fa mily Income and Current Insured Status under the

$4,072

] currently Insured $3,681
Il Some Uninsured

$2,255 $2,235
$1,735
$1,410
$917 $1,060
$373 $461
$38 $130
J -$72

$176

$180
] -$466 $agg  $368
$415 5696

Under  $10,000- $20,000- $30,000- $40,000- -$50,000- $75,000- $100,000- $150,000+ All
$10,000 $19,99 $29,999  $39,999 $49,999 $74,999 $99,999  $149,999 Families

Family Income
Source: The Lewin Group estimates using the Health Benefits Simulation Model (HBSM).
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Figure 18
Changes in Health Spending for Families under th e E&C Version of the Amer ican Affordable Health
Choices Act of 2009 (billions)

Total .
Household Change in _Health Percent Change
Health Spending Spending
2010 $722.3 $0.9 0.1%
2011 $755.8 $35.1 4.6%
2012 $788.6 $334 4.2%
2013 $831.3 $51.5 6.2%
2014 $875.6 $68.1 7.8%
2015 $926.7 $71.6 7.7%
2016 $983.5 $72.4 7.4%
2017 $1,044.0 $72.3 6.9%
2018 $1,109.4 $72.0 6.5%
2019 $1,175.3 $71.0 6.0%
2020 $1,249.2 $69.6 5.6%
2021 $1,327.8 $67.9 5.1%
2022 $1,411.8 $65.8 4.7%
2023 $1,501.1 $63.2 4.2%
2024 $1,596.0 $59.9 3.8%
2025 $1,696.9 $56.0 3.3%
2026 $1,804.3 $51.3 2.8%
2027 $1,918.5 $45.8 2.4%
2028 $2,039.7 $39.5 1.9%
2029 $2,168.5 $32.1 1.5%
2010-2019 $9,212.5 $548.3 6.0%
2020-2029 $16,713.7 $551.1 3.3%
2010-2029 $25,926.3 $1,099.4 4.2%

Source: Lewin Group estimates using the Health Benefits Simulation Model (HBSM).
F. Impact on National Health Spending
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Figure 19
Change in National Health Spending Under th e E&C Version of the Act in 2011 (billions)

al

Changes in National
Health Spending

National Health Spending in 2011 $2,770.3
Changes in Health Spending under the Act
Net Change in Spending for Health Services $42.1
Change in Utilization for Newly Insured $37.5
Change in Utilization due to Improved Coverage $3.0
Change in Utilization due to Reduced Managed Care in
Public Plan $1.6
Change in Provider Income $2.0
Payments for Formerly Uncompensated Care $17.4
Change in Provider Payment Rates
Increased Medicaid Payment Rates for Primary Care $8.4
Enrollees Moving from Private Coverage to Medicaid -$4.5
Enrollees Moving from Medicaid to Private
Coverage $6.6
Impact of Medicare Changes -$24.5
Reduced Cost Shifting (Assumes 40 percent passed
to Payers) -$1.4
Change in Insurer Administrative Costs $9.4
Change in Insurer Administration (including Medicaid) -$2.5
Public Program Administration $9.1
Administration of Subsidies $2.8
Net Change in National Health Spending $53.5

a/ For illustrative purposes, this figure shows the impact of the Act assuming the program is
fully implemented and enrollment is fully matured in 2011.
Source: Lewin Group Estimates using the Health Benefits Simulation Model (HBSM).
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2E.2!6.3!G,!-,.7<e,4!G?!>-*+<43/16*+,-./ 12E-*L/E!.3!*-/.3<e,4!>L-6E.:<3/!1,32<2?!:L6E!.:12E,!
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2E,'F,4,-.7/*+,-39,32R":2.2,1.34!7*6.7!/*+,-3  9,32:R!>-<+.2,1,9>7*?,-:1.34!F.9<7<,:0!0,!
>-,1,3212E,:,1,:2<9.2,:IN<2E!.34IN<2E*L2!,P>,62 ,4IN./,!,FF,62:0!C:!4<:6L::,4!.G*+,RIN,!
L9,12E.21<36-,.:,:1<31,9>7*? -IE,. 7T2E!:'>,3  4<3/IL34,-12E,!9.34.2,IN*L74!G,!>.::,41G.6T!2*!
N*-T,-:I<312E,IF*-9!I*F!- 41.6,4!N./,!//-*N2ERINE<6 E!E.:!<9>7<6.2<*3:IF*-IF 4,-.71.:IN,771.:1:12.2,!
<36%9,1.34!>.?2-*7712.P!-,+,3L,:0!
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Figure 20
Changes in Health Spending By Payer Group under the E&C Version of the American Affordable Health Choices Act of 2009: 2010-202 9

(billions)
Before Accounting for Wage and Tax Effects After Accounting for Wage and Tax Effects
Change State & _ _ Change State & _ _
in Net Local Private Family Total in Net Local Private Family Total
Federal Govern- Employer Health Health Federal Govern- Employer Health Health
Spending < men'F Spending Spending  Spending Spending men; Spending Spending  Spending
pending Spending
2010 $8.8 $0.0 -$2.0 $2.9 $9.7 8.8 0 0 0.9 9.7
2011 -$27.5 $0.0 -$3.0 $38.1 $7.6 -$27.5 $0.0 $0.0 $35.1 $7.6
2012 -$42.2 $0.0 $0.0 $33.4 -$8.8 -$42.2 $0.0 $0.0 $33.4 -$8.8
2013 -$28.7 -$5.8 $19.3 $38.6 $23.3 -$23.4 -$4.8 $0.0 $51.5 $23.3
2014 -$16.5 -$13.8 $35.6 $47.0 $52.2 -$4.0 -$11.9 $0.0 $68.1 $52.2
2015 -$1.0 -$10.4 $41.8 $46.5 $77.0 $13.7 -$8.4 $0.0 $71.6 $77.0
2016 $10.9 -$10.9 $45.6 $44.5 $90.1 $26.5 -$8.8 $0.0 $72.4 $90.1
2017 $10.4 -$11.4 $49.8 $41.2 $90.0 $26.9 -$9.2 $0.0 $72.3 $90.0
2018 $11.3 -$11.9 $53.8 $37.9 $91.2 $28.7 -$9.6 $0.0 $72.0 $91.2
2019 $13.2 -$12.5 $58.2 $33.7 $92.6 $31.5 -$10.0 $0.0 $71.0 $92.6
2020 $20.9 -$13.1 $62.8 $28.8 $99.5 $40.3 -$10.4 $0.0 $69.6 $99.5
2021 $27.9 -$13.7 $67.8 $23.3 $105.4 $48.3 -$10.8 $0.0 $67.9 $105.4
2022 $37.8 -$14.3 $73.2 $17.1 $113.9 $59.4 -$11.3 $0.0 $65.8 $113.9
2023 $47.7 -$14.9 $79.0 $10.1 $121.9 $70.5 -$11.8 $0.0 $63.2 $121.9
2024 $60.5 -$15.6 $85.3 $2.0 $132.2 $84.6 -$12.3 $0.0 $59.9 $132.2
2025 $74.4 -$16.3 $92.0 -$7.0 $143.0 $99.8 -$12.8 $0.0 $56.0 $143.0
2026 $91.3 -$17.1 $99.2 -$17.3 $156.2 $118.1 -$13.3 $0.0 $51.3 $156.2
2027 $110.0 -$17.8 $106.9 -$28.7 $170.4 $138.3 -$13.8 $0.0 $45.8 $170.4
2028 $132.1 -$18.6 $115.2 -$41.6 $187.1 $162.0 -$14.4 $0.0 $39.5 $187.1
2029 $156.7 -$19.4 $124.1 -$56.0 $205.4 $188.2 -$14.9 $0.0 $32.1 $205.4
2010-2019 -$61.3 -$76.6 $299.0 $363.8 $524.8 $39.0 -$62.6 $0.0 $548.3 $524.8
2020-2029 $759.5 -$160.9 $905.6 -$69.2 | $1,434.9 = $1,009.5 -$125.7 $0.0 $551.1  $1,434.9
2010-2029 $698.2 -$237.5 $1,204.5 $294.5 $1,959.7 $1,048.6 -$188.3 $0.0 $1,099.4  $1,959.7
a/ Reflects changes in wages resulting from ch anges in employer spending for health care.
Source: Lewin Group Estimates Using the Health Benefits Simulation Model (HBSM).
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Appendix A
Simulation of the American Affordable Health Choices Act of 2009
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2E,'F,4,-.7IGL4/,2IF*-12E,1%&"& ! 2E-*L/E!%&"$!>,-<*40!A3!4,+,7*><3/I12E,:,!>-*Q,62<*3:RIN,!L:,4!
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