May 4, 2007
Dear Member of Congress:

We are writing as a diverse group of local, state, and national organizations that represent and
advocate on behalf of Medicare beneficiaries. Some of our organizations represent seniors, non-
elderly people with disabilities, low-income Medicare beneficiaries, and people of color. We all share
a commitment to ensuring the stability and integrity of Medicare as the program strives to serve a
diverse and growing population of seniors and people with disabilities across the country.

We are writing today to express our strong support for recommendations by the Medicare Payment
Advisory Commission (MedPAC) related to the Medicare Advantage Program (See MedPAC’s June
2005 Report to Congress or testimony by MedPAC Chair, Glenn M. Hackbarth, J.D. before the
Senate Finance Committee on April 11, 2007). We believe that achieving financial neutrality
between payment rates for the Medicare fee-for-service program and the Medicare Advantage
program — ensuring that plans are no longer paid 12 percent more than the cost of covering the
same beneficiaries in fee-for-service — is an important policy objective. It allows fair competition
between private plans and fee-for-service, reduces beneficiary premiums, and strengthens the
financial solvency of the Medicare program.

Recently, various stakeholders have raised assertions that efforts to achieve financial neutrality across
the Medicare program would have deleterious impacts on various populations, such as low-income
people of color and people with specialized and/or extensive needs. In patticular, it has been
asserted that limiting Medicare Advantage payment rates would harm low-income enrollees of
Medicare Advantage plans because excess payments are used to provide supplemental benefits. We
do not believe that these claims have merit.

An analysis by the Center on Budget and Policy Priorities showed that Medicare Advantage is not a
major source of coverage for low-income Medicare beneficiaries. More Medicare beneficiaries with
annual income below $10,000 — the one-fifth of Medicare beneficiaries with the lowest incomes —
purchase Medigap supplemental coverage than are enrolled in Medicare Advantage plans and nearly
five times more individuals with income below $10,000 per year are enrolled in Medicaid (which
supplements Medicare coverage). Among Medicare beneficiaries with incomes below $20,000 who
represent half of all beneficiaries (and the overwhelming majority of beneficiaries of color), a larger
share receives supplemental coverage through Medicaid rather than through Medicare Advantage
plans. If the goal is to help low-income Medicare beneficiaries with their health care needs, a far
more efficient and targeted approach would be to improve the existing Medicare Savings Programs
within Medicaid.

Moreover, over the years, despite the plans’ claims about the value of the supplemental benefits they
offer, many of our organizations have spent significant time helping Medicare beneficiaries who
have been harmed by private plans that limit access to specialty care or charge more for such
services, and who have been frustrated when plans promise comprehensive coverage without having
adequate provider networks or expertise to deal with their specific needs. Many Medicare
beneficiaries are firmly committed to remaining in the Medicare fee-for-service program, yet now
face higher Part B premiums due to these overpayments. Our goal is not to disadvantage the
Medicare Advantage program, but merely to ensure a level playing field that does not disadvantage



the fee-for-service program upon which the overwhelming majority of Medicare beneficiaries,
including the most vulnerable individuals, depend.

Sincerely,
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