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Background: The single greatest problem facing Califi@Os healthcare system and its economy
is the growing cost of health insurance. Thenbar of uninsured Californians has now reached
6.5 million residents, and most of the newly uniesl were from solidly middle-class families.
ItOs easy to see why.

Health insurance premiums have increa®éw since 2000, with the average employee
contributing 143% more to their company-spoesidnealth insurance. Meanwhile wages have
only increased 20% over this time period. Healile costs have outpaced increases in wages by
a ratio of 4:1 since 2000.

Overall, healthcare costs in the United Statesiaing at double the ratd inflation. This is
nearly twice the rate of mosthar industrial nations, and the Udl.eady spends between two to
three times as much on healthcare (per capitasmdpercentage of GDP) as other industrial
nations. How long can this continue?

Despite this high spending, U.S. healthcare augorank at the bottom afl industrial nations,
and the U.S. has a more confusing and errorgphaalth care system. More than half of all
Americans report forgoing recommended healthdsecause of the cost, and Americans are
more likely to report difficulty seing a doctor on the day they sought.

California spent an estimated $188idn in healthcare last yearhis is plenty of money to
provide every resident of the state with eler@l healthcare, ensure fair and reliable
reimbursements to doctors, nurses and othergeos; and guarantee a high quality of care for
all.

SB 840 (Kuehl), the California Universal Halthcare Act would provide fiscally sound,
affordable healthcare to all Californians, provide every Californian the right to choose his
or her own physician and control health costnflation. SB 840 adieves the following:

Covers everyonekEligibility is based on residency, insteaf on employment or income. Under

SB 840, all residents are covered. No Californsad@ent will lose his or her health insurance
because of unaffordable insurance premiumsgoabise he or she changes or loses a job, or goes
to or graduates from college loas a pre-existing medical condition.

1tOs Affordable:SB 840 requires no new spending. The system will be paid for by federal, state
and county monies already beisigent on healthcare and by affordable insurance premiums that
replace all premiums, deductiblesit-of-pocket payments amg-pays now paid by employers

and consumers. SB 840 saves businesses, farailig government billions of dollars off their
yearly healthcare premiums.



Shared responsibility: Under SB 840 everyone D individuasjployers and government pays
something in and everyone gets healthcare.

Guarantees real choiceUnder SB 840, all consumers have complete freedom to choose their
healthcare providers. No more restrictive HM@wuarks. Delivery of care remains as it is; a
competitive mix of public and private providers.

Provides fair reimbursements:SB 840 requires actuarialgound reimbursements for
providers. Doctors, nurses, hospitals and oftealthcare providers will receive fair and
reasonable reimbursements for all covered sertimsprovide. No more uncompensated care.

Guarantees money goes toare, not administration: Our current system wastes 30% of every
healthcare dollar on complicated benefits schemes, enrollment procedures, and access
limitations. SB 840 mandates that the systenm@®5% of your health care dollars on actual
care. This diverts $20 billion away from adnsimative overhead andtmreal healthcare
services.

Puts CaliforniaOs market power to work for patientsUnder SB 840, California will use its
purchasing power to buy prescrintidrugs and durable medicaugpoment in bulk. It has been
estimated that this model of system-wide kulikchasing could save ({ffarnia $5.2 billion in
the first year.

It improves quality. SB 840 expands system-wide the use of medical standards that rely on the
best available medical science, and placeraphasis on preventative and primary care to
improve CaliforniaOs overall health in aywlzat also saves billions of dollars.

Guarantees comprehensive benefit€overage includes all care prescribed by a patientOs
healthcare provider that meets acceptedidards of care and practice.

Specifically, coverage includes hptgl, medical, surgical, and m&l health; dental and vision
care; prescription drugs and medieguipment, such as heariagls; emergency care including
ambulance; skilled nursing care aftmspitalization; substance akugcovery programs; health
education and translation services, includimyises for those with hearing and vision
impairments; transportation needed to accessredservices, diagnostic testing; and hospice
care.

Contains the growth in healthcare spendingThis is the real challenge facing the state. It is
estimated that by 2015, healtheapending under SB 840 wouldd $68.9 billion less than
current projections. Total savings owet0 year period would be $343.6 billion.

For more information about SB 840, contact Sar&ogers or Mia Orr in the Capitol office
at (916) 651- 4023, or Emily Gold in the Dstrict Office at (310) 4419084.
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* The Lewin report, prepared by an independent firm with 18 years of experience in
healthcare cost analysis, affirms the feasibility for California to create a fiscally sound, reliable
state insurance plan that covers all Californians and controls health cost inflation.

* The Lewin report shows that all California residents can have affordable health insurance;
and that, on average, individuals, families, businesses and the state of

California, all of whom are now burdened with rising insurance costs, will save money.

* In February 2007, State Senator Sheila Kuehl (D-23) introduced the California Universal
Health Care Act, based on these and other findings. The Lewin study shows that the SB 840
(Kuehl) will insure every Californian, contain the overall growth in healthcare spending and
allow everyone to choose his or her own doctor.

SAVINGS OVERALL

* The Lewin report model demonstrates that SB 840 would achieve overall savings of more
than $29 billion dollars, most of which would be used toward covering the uninsured and
providing financial savings to employers and families. Overall, SB 840 would achieve
universal coverage with broad benefits while actually reducing total health spending for
California by about $8 billion in the first year alone. Savings would be realized in three ways:
1. The Act would replace the current system of multiple public and private insurers with a
single, reliable insurance plan. This saves about $20 billion in administrative costs.

2. California would buy prescription drugs and durable medical equipment (e.g., wheelchairs)
in bulk and save about $5.2 billion.

3. California would emphasize preventive and primary health care delivery saving an estimate
$3.4 billion.

SAVING FOR STATE AND LOCAL GOVERNMENTS

* In addition, state and local governments would save about $900 million, in the first year, in
spending for health benefits provided to state and local government workers and retirees.

* Aggregate savings to state and local governments from 2006 to 2015 would be about $43.8
billion.

SAVINGS FOR BUSINESSES
* Employers who currently offer health benefits would realize average savings of 16%
compared to the current system.



SAVINGS FOR FAMILIES

* Average family spending for health care is estimated to decline to about $2,448 per family
under the Act in 2006, which is an average savings of about $340 per family.

* Families with under $150,000 in annual income would, on average, see savings ranging
between $600 and $3,000 per family under the program in 2000.

COST CONTROLS

* By 2015, health spending in California under the Act would be about $68.9 billion less than
currently projected. Total savings over the 2006 through 2015 period would be $343.6
billion.

* Savings to state and local governments over this ten-year period would be about $43.8

billion.

COMPREHENSIVE BENEFITS

* The Lewin Report assumes an insurance plan that covers medical, dental and vision care;
prescription drug; emergency room services, surgical and recuperative care; orthodontia;
mental health care and drug rehabilitation; immunizations; emergency and other necessary
transportation; laboratory and other diagnostic services; adult day care; all necessary
translation and interpretation; chiropractic care, acupuncture, case management and skilled
nursing care.

EFFICIENCIES
* The Lewin Report shows that efficiencies in the system make these superior benefits
available while generating savings.

FREEDOM TO CHOOSE

* The Lewin Report model assumes the consumer’s freedom to choose his or her own care
providers. This means that each Californian will be free to change jobs, start a family, start a
business, continue education and or change residences, secure in the knowledge that his or

her relationships with trusted caregivers will be secure.



