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Medicare Spending in the Federal Budget

Medicare Advantage

Medicare Part D

Merit Based Incentive Payment System (MIPS)



What is NAHU doing to support 
Medicare Agents / Brokers?
THE MEDICARE ADVISORY GROUP



NAHU Medicare Working Group
NAHU’s Medicare Working Group is tasked to support staff and the 
Legislative Council with valuable insights into real world issues 
affecting Medicare beneficiaries and Medicare producers

This group draws broad expertise from members with extensive 
knowledge of Medicare and Medicare program, coordination of 
benefits, and overlapping financing mechanisms

Send me your ideas!  Mike@TheBrokerageInc.com

mailto:Mike@TheBrokerageInc.com


NAHU Activity
NAHU successfully lobbied for restoration of the OEP – an option for 
Medicare beneficiaries to make a one-time change in their plan 
selection during the first 90 days of the year beginning in 2019

NAHU is also working on other Medicare-related issues, such as the 
interaction with HSAs, COBRA, Part B enrollment, and CMS’s 
marketing, communication, and compensation issues

NAHU and “Alliance Partners” recently helped remove the Cadillac 
Tax, Medical Device Tax, and the Health Insurance Tax









Legislative Updates



Legislative Updates
Part D & Prescription Drug Pricing Reform

The BENES Act

COBRA
Observation Status

Health Savings Accounts and Medicare

Medicare for All



Could Part D reform move forward in 2020?
From the Senate:
◦ S. 2543 - tweaking the Part D benefit is part of a larger piece of bipartisan legislation, led by 

Senators Chuck Grassley (R-Iowa) and Ron Wyden (D-Ore.)

From the House
◦ Sweeping legislation (H.R. 3) led by Speaker Nancy Pelosi (D-Calif.)

Both bills would implement out-of-pocket spending caps for Part D beneficiaries and considerably 
change how costs are divided up in the catastrophic phase of coverage

They would also require drug manufacturers to repay Medicare if certain Part B or Part D drug 
prices rise faster than inflation





The BENES Act
HR 2477 AND S 1280



HR 2477 / S 1280: The BENES Act

Senator Robert “Bob” Casey (D-PA)

Beneficiaries Enrollment Notification and Eligibility 
Simplification Act (BENES)

Modernize and simplify the Part B enrollment process
◦ In 2018, ~760,000 people paid a Medicare Late Enrollment Penalty (LEP)

Improving communication to:
◦ Reduce disruptions in care
◦ Reduce enrollment errors
◦ Provide some SOA relief 



COBRA and Medicare
DON’T PLAY WELL TOGETHER IN THE SANDBOX!



Two House Bills:

HR 1667

HR 2564

Reality is COBRA as creditable 
coverage may be added to a few 
expiring health bills in May 2020





H.R. 2564 (Introduced May 7, 2019)

Treating COBRA as Creditable Coverage
Rep Kurt Schrader (D-OR) Gus Bilarakis (R-FL)



H.R. 1667 and H.R. 2564 
Help with eliminating the Medicare-to-COBRA transition trap
COBRA is not normally considered to be creditable coverage for Medicare major 
medical benefits
◦ People who are enrolled in COBRA and do not enroll in Medicare Part B within 8 months of turning 

65 face substantial financial penalties for the rest of their lives

COBRA prescription drug coverage may be considered creditable

Solution: Congress needs to pass legislation to treat COBRA coverage as creditable 
coverage for Medicare, the same way that similar employer-sponsored insurance is 
already treated as creditable





Observation Status
CURRENTLY,  MEDICARE BENEFICIARIES WHO ARE NOT OFFICIALLY 
ADMITTED TO A HOSPITAL MAY BE CLASSIFIED UNDER “OBSERVATION 
STATUS,”  WHICH IS  TREATED AS AN OUTPATIENT PROCEDURE FOR 
BILLING PURPOSES.





Observation Status
Over the past five years, there has been a 69% increase in the number of 
beneficiaries treated under observation status

Medicare beneficiaries are charged a one-time deductible for hospital services 
over their first 60 days during a stay

Patients who are not admitted for at least three days are not eligible for 
Medicare coverage in skilled nursing home facilities and patients who are 
considered outpatient also face a 20% copay for any physician services





H.R. 1682 “Observation” (March 2019) 

Rep. Joe Courtney (D-CT) Rep. Glenn “GT” Thompson (R-PA)



Companion Bill: S 753  “Observation”
Senator Sherrod Brown (D-OH) Senator Susan Collins (R-ME)



H.R. 1682 / S. 753
“Observation Stays”

Allows observation stays to be counted toward 
the three-day mandatory inpatient stay for 
Medicare coverage of a skilled nursing facility





Health Savings Accounts and Medicare

Problem: Once a person enrolls in any part of Medicare, 
contributions to an HSA are not allowed

Solution:  HR 3796



H.R. 3796:  Health Savings Accounts
 Allow HSA contributions after enrolling in Medicare

 But…there are certain eligible expenses that will be removed
 Tax-Qualified Long Term Care premiums



HR 3796:  Health Savings Accounts
Rep. Ami Bera (D-CA) Rep. Jason Smith (R-MO)



Medicare for All
IS MEDICARE FOR NONE



Medicare for All
Estimated to cost $32T over 10 years

Annual tax increase $24,000 per household

Eliminates 1.5M jobs
◦ 500,000 who work directly for insurers
◦ 900,000 in closely related jobs

Doctors wages would be reduced

Hospitals would see $774B in cuts and possible closures
◦ Especially rural areas



Medicare for All
Delayed treatment

Disrupted care

Discouraged innovation

Elimination of Medicare Advantage and Medicare Supplement plans

Could lead to ever-increasing taxes to cover the costs





Medicare Enrollment 
Statistics



Total Enrolled = 
61,836,722

Original Medicare = 
38,555,331

Medicare 
Advantage/Other = 
23,281,391



https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/Dashboard/Medicare-Enrollment/Enrollment%20Dashboard.html

https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/Dashboard/Medicare-Enrollment/Enrollment%20Dashboard.html


Medicare Spending in 
the Federal Budget





https://www.cbo.gov/system/files/2019-06/55331-LTBO-2.pdf

https://www.cbo.gov/system/files/2019-06/55331-LTBO-2.pdf


Medicare Spending in the Federal Budget

The government expects to spend $4.746 trillion in 2020

Almost 60% of that pays for mandated benefits such as Social 
Security, Medicare, and Medicaid—the mandatory spending 
category

Social Security was expected to be the biggest expense at $1.102 
trillion
Followed by Medicare at $679 billion

Then Medicaid at $418 billion



Medicare Spending in the Federal Budget
Medicare is already underfunded because taxes withheld for the program don’t   
pay for all benefits

 This creates reliance on general tax dollars to pay for a portion of it

 Medicaid is funded by the general fund, also known as "America's Checkbook", 
which is an account that is used to finance daily activities and long-term 
operations of the government

Key takeaway: the Federal budget will continue to grow and add 
considerably to the U.S. debt



Medicare Advantage
CONTINUED GROWTH IN 2020 AND BEYOND





https://www.unitedhealthgroup.com/newsroom/posts/2020-01-21-compares-ma-medffs.html?cid=IC:UHG:OA:1.21.20:standard:NAT:Newsroom

https://www.unitedhealthgroup.com/newsroom/posts/2020-01-21-compares-ma-medffs.html?cid=IC:UHG:OA:1.21.20:standard:NAT:Newsroom


Medicare Advantage

According to the United Health Group (UHN) report:

The average annual health care costs for a 72-year-old MA beneficiary of 
average health are $3,632, compared to up to $5,960 for Medicare FFS 
beneficiaries

 Those savings are especially important since half of Medicare beneficiaries live 
on fixed annual incomes below $27,000

 Over their lifetime, beneficiaries with Medicare Advantage can save $50,000 to 
$85,000



According to the report:
A typical beneficiary enrolled in MA with Part D prescription drug coverage spends:

$1,477 less than beneficiaries enrolled in FFS and Part D coverage

$1,809 less than beneficiaries who also purchase Medigap Plan G as supplemental 
coverage for out-of-pocket costs

$2,328 less than beneficiaries who instead purchase Medigap Plan F as 
supplemental coverage







Medicare Advantage – Supplemental Benefits
Medicare Advantage health plans may provide extra benefits, called 
supplemental benefits, that are not covered by traditional FFS Medicare

 There are two types of supplemental benefits:
 Optional, which the enrollee may select and pay an additional premium
 And mandatory, which are included as part of the plan and available to all enrollees

 The most common supplemental benefits are dental, vision, and hearing, with 
97% of Medicare Advantage plans offering at least one, and half of all Medicare 
Advantage plans offering all three in 2019 
 Dental – 57%
 Vision – 76%
 Hearing – 68%

https://www.bettermedicarealliance.org/sites/default/files/2019-09/BMA_FactSheet_SupplementalBenefits_2019_09_18%20NMG.pdf

https://www.bettermedicarealliance.org/sites/default/files/2019-09/BMA_FactSheet_SupplementalBenefits_2019_09_18%20NMG.pdf


Medicare Part D







What is changing in Part D for 2020?
 In 2020, Medicare Part D enrollees are facing a relatively large 
increase in out-of-pocket drug costs before they qualify for 
catastrophic coverage (see Figure 2, next slide)

 This is due to the expiration of the ACA provision that constrained 
the growth in out-of-pocket costs for Part D enrollees by slowing the 
growth rate in the catastrophic threshold between 2014 and 2019









Part D - Conclusion
 In the absence of a change in law, Medicare Part D enrollees can 
expect to face an increase in their out-of-pocket drug costs in 2020

 Costs for Part D plan sponsors and drug manufacturers will also 
increase in dollar terms

 These changes are also likely to affect Part D premiums in 2020 and 
future years



MIPS Value Pathways
MERIT-BASED INCENTIVE PAYMENT SYSTEM



Quality Payment Program from CMS
Rewards value and outcomes in one of two ways:

1. Merit-based Incentive Payment System (MIPS)

2. Advanced Alternative Payment Models (APMs)

Four categories determine the Providers payment adjustment:
1. Quality of the care delivered
2. Promoting interoperability – patient engagement, electronic exchange of health info
3. Improvement Activities – increase patient engagement, increase access to care
4. Cost of the care provided





Blue Button 2.0
MYMEDICARE.GOV





Blue Button 2.0 Overview
 Blue Button 2.0 from CMS is an API that contains four years of 
Medicare Part A, B and D data for 63 million Medicare beneficiaries

 This data reveals a variety of information about a beneficiary’s 
health, including type of Medicare coverage, drug prescriptions, 
primary care treatment and cost

 Beneficiaries also have full control over how their data can be used 
and by whom, with identity and authorization controlled by 
www.MyMedicare.gov

http://www.mymedicare.gov/


Coming Soon!
New Medicare certification course

Developed by NAHU

Built for brokers, by brokers
Will cost around $100

Expected to be rolled out in June 2020

Stay tuned!



Thank you HAHU!
MIKE SMITH, 469-635-6703 OR MIKE@THEBROKERAGEINC.COM

mailto:mike@thebrokerageinc.com
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