
'" 

'.~' 
.,' .'/ ";, ~, 	

", . " "., >,., 

'~. ~. " U~ 
" , 

'; "T'G~ , 
. , ': ­

./ 	

. 'J\lr
, , "I 
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'OD COIf'l'ACT: Robert PBLLICC:l ,(395-4871) 
",secreta~'s line (for 'simple respol.lses) L 395-7362 

: SUBJECT: 	 HHSDrafting 's~~vice RE: 81757, Health 

Security Act . ' 
, 

'DEADLINB: [ 4: 00, P.M. 'July 26,'1994;;.7 

colOlBlrrs: 'DS (peter Hickman)., prepared paper "that descr,ibes 
the payment methodology for the'PBMs to be included in Sen~ .. 
Ilitchell' s, p':oposal., ' ' ' 

OMS requests the views of your agency'on the above subject before 
'advising on its relationship'to the'p;rogramof'tJ:'le president, ,in 
accordance with OMS Circular A-19. ' 

, Please advise' us ;if this item,;w!!l, affect direct spendinqor 
,receipts for.purposes of the, the "pay-As-'J0U-Go" provisi~ns,of' 
,Title XIII of theOlllDibus ,Budqet ~Re.concilia1::ioJi Act of 1990. 

;., \.

CC: , ' 
',,-,: Nancy-Ann Min 

{];.~a-Ma,ga:z-iner~ 

LChris'Jenning~ ,

,Jack Lew . " . 

Lynn Margherio

Greg Lawler, ' ' 
Len Nichols 
Mike Dost ' 

·j-a,net ,Forsgren 
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", " :-~EsP.OHSE'l'O '~EG:rs~~:rVE REPERRAL MEMOIWmUX 
'i "'. \' . 

,I:f You~'~esp6r:.se,to ,this request for views 'is simpl~" (e.g., _ 
',concurln9 coJiun~mt)weprefer that you 'respond hyfaxinq u!?this 

,>response, sheet. '::Ifthe, response is 'simple and you prefer to ' 
"9ail,' 'pleasecail the, :~ranch-wide 'line' shown: below (NOT the 

" ,',:anaiyst' s' line.) to leave a message ,with a secretary., " 
-.' "'.' ,",' " . '. '.'. ' ,'. . ' . .... ' 

, You may also 'respond by (1), calling ,the analys't/attorney's direct 
'line (you'will~e connect,ed 'to voice,mail if the analyst does not 
'answer); (2) ,sending, us a memo ,or letter; or (3) if you are an 
OASIS user ,in the ' Executive Office Qf, 'the President, sending an 
,E-mail,Diessag~.: Please ,include the LRM nUmber shown above, and 
,the subjeot shown below. ' 

_ r 

TO: Robert'PELLICCI l 

Office of Management and Budget 
" Fax Number: (202),395-6148 

••' :AnalystiAttorney' sDirect NUmber: (~02/) 395-4871 
'Branch-Wide Line fto 'reach 'secreta!y) : (202,) 395,-7362 

FROM: ___________________ (Date), 
/ 

(Name) 

.... , (Agency,) 
:t~, 
~, 

>';, , .. ,(Telephone) , 

" 

SUBJECT: ,HHS Dr'afting Service RE: S 1757, Health 
,sec~rit}1 Act 

The following 
, 

is the response 
' 

of our agency ,to .your reqUest for 
viewspn the above~captiQned subject: 

Concur 

,'NO' obj ection 
, 

No comment 

'See proposed edits on pages 

• Other:' 

FAX RE~URN' ,of, pages,' attached to this. 
'resp0t:lse sheet 

. '", 

"-( :" .. 

,,' ,\' " 

5:"" 
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•• _ ..... 'to 'IODII hO'OUt 

I ..... attach" • pepu WliCh _.c:rlb•• the JNl.l'Mftt -tJt.oClology 'DI' 
.. ~ an4 the _Rr•• W ."gp.~ be' inglucle4 m the IIJ.tChall 
........1 ""1= vould hcluaD the pou1ltil:l.ty af .JdD.i"9 -,. the 
.... ' On a separate traC'k, we are worlC.inq wIt:h lCathf Xing 01\ 
....tiaaticm.. ~ the DUr~1Il' ,2:opg...1 for P4ly1n; risk mroe*'" . b1d41ftCJ I'7:O('Ie88. The paya-nt to ~a ntr. vou.l.d ,anll.l .. 
.... pt'DCl•••• 

I ~ w1~. maraas and ccntinae4 vttb !aU' thai; 'tb. Ki1;Gbell 
.......1 ,lMludea the a44it.1vnlll (e'l) nba.~e OD IIlngl. eeurc:e 
....(.... a. 1n BlA). I oOn'V'ayed thi. to .cott at CBO. 
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o 	~t to , .. WOUld It. parallel t.o the Jddd.1!29 praae•• 
~!.1Qfte4 un4.~ the Kit~'ll bill f~ risk HMO., Plan. WOUld 
.~t blaa both lor tae Ke410are benefit and for tbe ot.&h4ard 
.....'t.8tY. "X841qa," bflneflt ¥hiGh WO\lld. till 1n the dedUctible 
Md co1D8~. 'lb• .bicl tor tne ...d1gap· Hnefi<b oou.l4 not 
e.uee4 t5' ot the ao~uarl.1 value of tbe deductible end . 
...s.aaurlU\ce Unclor the t••-for-seni_ JI.ofit• 

.......... , •••tuoe 1O'.~l1nr of ft••iav.r .... 

• 	 lI.oilmant only tlU'ough ••cntaqo -. DeDettolu1ea 1Ilf11l1", to 

eMtell ·In a pla" ooul4 do 80 .QDlX thnNgb a taiZ'd party 
...taaC8d by the lJeoretary. lIAJ:OllunC:I:1'I tl'lo plan 1fCN14 be 
... o"e 1.1.1: I or utl'C.:L1 tho next. open enl"Ollaent PGt'locl. . 

..ticma1e - Prohibiting enl'Ol1ant t,bl'ou;h the plan, I.. ia 
4Illowea 1n the ourrent riek prOPOIo:lll, wCNlcl eliminate 
-..ortun1t.i.. foZ' plane to ae18ct1Va1¥ enroll healtb¥ 
,,,1vid.Wl18. 

• 	 ~t1ftf R••triatlone - Direct markec1ng (8.~. door to door,
Ulaarkatillg') to })en.flci~i•• YO\Ilcl .be pJ;ohiJdUd. AS. with 
the. ~i.k .ro,raa, all ••rketln,mate~1.la wogld hav. to be 
...,t'OYB4 ln adVance bY' tho '.o~tary. 

"~1O'ft.le" S1milar to 8nl:'ollment lou•• 

o 	 lIiMnrollment su:r:veys - Plane would ~. requlrs4 to pay for 
~Y. of 1n41v14uala Vbo 41aenroll from the pl.n 4uring the 
.......c.a.1lMnt ptll'lc4. Such surveya would. attempt to 
......1n. Whether 1ndividuals with .~1oal cGn4itlona that 
~1~ extenaive UBe of presoription drUqa ~. ove,r- . 
~ented ..on; 41aenrollo.s·ani what practice. of the »lan 
lei to the deo1a1on ot ttiee8 individual. to diaanroll. .1ana 
-..14 face a t.~in.tion of ~ei1: oontraot and/or civil ~ey 
....1tie. and intenaecliat:e eaftC:'tion. if they were fountS to 
....9. in ,%aotio.. that anOOUra,84 the dlsan.ollaent of 8uOb 
faU.v!4uala. 

latienal. • Would clL.courage plana trom .hgagln~ in p~.ot1oaP 
~t wouldlea4 to the eli.enrollment of individualS with 

....leal actn4tt.ione that reCZUire axtane.i.vG U •• ot preacrl»tlon...... 
• ...,1_ D~ C"t-aharing .tructure - Both BIlOs an4 PbuMOY 

....t1t plan. would. be prohi»lt.~ tram having cU.'t8Z'Qt1al 

...c-aharin; ~.8ea on tho therapeutio olae. of d%Uq prasor1bed 
er -'her oo.c-abaring .tcuoturee that the 'ooretary ~e11.v•• 
..uld be l1k81y to 4i.oeura,. ensollm.at ~ 1hdi~iaU&l. vith 

. .......1 oond.1tiona tIUlt:. reQUire extendv. u. of praacr1pt:.1on 

,. 
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4n9-. 
aationalu ... Pl'ft8J\t, .OS,-atull'ing RNctUrafn. ~.lftIJ .•1Id to 
.i••ova,e enrollJDent Of tnd!vUuale with high dZuf n..... 

• ....'.-w149 ••rvice Aft•• - Oont.l:ac:tll would raquit'e ."ate-wide 
eervioa area.. ~c, ben.fit plana would •• ~aquire4 to 

. pr:ovs.ca. ace••• ~o • pJ:aaruoy ira ev.rr a~i~r ~t tba--... . 

..tJ.GDal. - Plana ooul.4 not -.eel"Una" lov-lnoOlla ar.._ or 

..a..z. UM. cletem1nad to b. 10.8 es••1rUle. 

• 	 ....~.. 0: Prior Authorbatlon ProgrIUU ... !he .eoHtal'Y wo'-'lel 
~ to app~. p.ior authori••t1oft program. to eneur.~ 
f&iZ' praoa4UJ:N &lid that such' pro;rau u. not. pi" tor ' 
~J.nq enra11111eftt of indivll11\lals wit!! Mdtoal c;;0n41tlona 
~tr.~ize extensive uaa of pr••oription drug.. .' 

a.tlonal. - Prevaats prior a\l~orizatlon prear... fro. be!ng 
u.ea to dieoQUrawo enrollment of individuals witb fti~ ~ 
-«a. 

• 	 ...tlcd.AI'Y Coapl1anoe PrQ9raJI - »hanaCl)" H.n.nt plana woulel 
...e;g1red to hay. program. to WOrk with enrolle•• to taprova
.-.plianae with prelcribed ~9 regt.en8. 	 . 

-..1.n.te - aUCb ap~a. would eneur. that. benetioiori•• 
with .i!ftlflcant ~g nead. a~ ~tt.~. 

o 	.....tioiuy cost-Bbaril'lg .. BaDefichrlea would be gu&1'ante4ld
Jt .avift9. on averege cost .ha~ih9 ~la'iv. to teawfor-aezvioe 

.__tit. 

~ianal. - Tbie ~rent.e vou14 .~t~ct ~nd1vidual. with high 
...., GOats 'to the PBIfa.·· .' 
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DEPARTMENT OF HEALTH AND HUMAN SERVICES 
ASSISrANT SECRETARY FOR PLANNING AND EVALUATION 

omCE OF lIEALTH POLICY 

PHONE: (202) 690-6870 FAX: (202) 401-7321 


Date: 

From: thAAllII . 

Phone: (202) 690- ____ PhGne: ____~_____:_ 
(202) 690-6870 

FAX: (202) 401-7321 Fax: 

Number of Pages (Including Cover): ___ 

(() ~~y,S~/) C"""A. (6Jo-~N~ 
Comments: ®. h"-' t.A '$ 1M,," 



.06/16/94 15:29 1:$'202 401 7321 HHS ASPE/HP ~ 0021010 

JUl-H3?-1994 16:38 P.ei2 

SENT 8Y:X;rox Telecopier 7021 6- 1-S4 ;12:1ZPM : 	 94581431:; :3 

June 3, 1994 

Bric:tge~t Ta.ylor 

SaQ~~e Finance vould li~e ~c know what the c~ni~y rate vould 
he it you created a separat:e ~&~~.~f~t; t:be indi.v.1dual 
zuu:ket. (un.employsd/sn-r'"'"i!lliP"lOye.o.)--ah-a-COlIpar&a that rate. ~e the 
~ata fo. aadb ot the follawtng group.: 

1) 	 ~ t.c ~oo •
2) 2 1;0 500 

3} 2 tg 10DO 


lIJ.'bay 1l'O\l14 ltJc.a t.o Dee t.b111 in beth a 1I8l1datoz:y anCl • vol~n'tary , 
...rk~.• '.,•. ',",:/1 

1~:(,,,.~. ~ 
.' .. ,..~ ..,Thair deadline," it possible.. is XOl'lday.. June 6 COB. . \,"-, 	 ...... 

" : • ,,1 .'~ 

cc: 	 Je:n::y ne:P!lsr 
X&ru li'olli't.lI 
(!t)::zI'1&, ~eM1119S 

'W J'Ucly Whang 

, . 

TOTAL P.132 

http:li'olli't.lI
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To: Ken Thorpe 
From: Jim Mays, Jeanne Lambrew 
Re: Size Effects in a Two Pool System 

Mandatory System 

The following table shows the ratios and single person CBO 1994 premiums for two pools 
assuming a mandatory: non-workers and individuals in HSA-like premium pools (assumes aU 
workers below the firm size cut-off). For example, the 146% value for size 1 ,000 means that the 
average premium in the pool for non-workers would be 46% more expensive than the premiums 
in the pool composed ofall employees in firms less than 1,000 employees in a premium pooL The 
ratio and workers' pool premiums vary since the size of the pool changes. The premiums are 
more expensive in the smaller pool since there is a different demographic composition that has on 
average a higher risk. The HSA single premium is higher than that of the other worker pools 
since it includes both workers and non-workers. 

Maximum Employer Size for 
Workers Pool 

Single Premium: 
Non-Worker Pool 

(1994 $) 

Single Premium: 
Worker Pool 

(1994 $) 

Ratio of Non-Workers Pool 
Premium to Workers Pool Premium 

1,000 $2,993 $2,049 1.46 

500 $2,993 $2,065 1A5 

100 $2,993 $2,]28 1.41 

HSA: 5,000* $2,100 

* Health Security Act includes non-workers and workers in regional alliances. 

Voluntary System 

The question of how these ratios would change in a voluntary system is more complicated. 
Biased selection would make them higher since the large number oflo'wer cost uninsured would 
be much less likely to buy in if there is no mandate. How big an effect this would be would 
depend on the parameters of the voluntary system, especially any subsidies and insurance market 
tegulations. 

NOTE: Although the request asks for a pool with non-workers and the self-employed, we do not 
have information available at this time to include the self-employed with the non-workers. 
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Response to Senate Finance Democratic LA's FMAP Request 

Attached are four tables showing the effects of alternate FMAPs on 1992 expenditures; the 

specifications are those on the attached memo. 


For each table: 

The first column ofthe table shows the 1992 FMAP, using the legislated formula. 


) 
! 

The second column displays the new FMAP that was calculated according to the specifications. 
The total taxable resources used in Alternative I is a 3-year average for 1990-1992 from Treasury. 
The poverty and income data come from the March 1993 CPS. The states' share of individuals at 
less than 100% of poverty is a 3-year average for 1990-l992. The states' share of individuals at 
less than 150% of poverty and the states' share of total income are only for 1992 (due to time 
constraints, the 3-year averages were not used; this may cause some instability in the results). A 
multiplier was calculated for each of the FMAP alternatives so that there is budget neutrality and 
a 50% minimum. 

The third column shows the FY 1992 federal Medicaid payments to states. These expenditures 
were calculated by applying the FMAP to the total FY 1992 expenditures as reported in Medicaid 
Statistics FY 1992. Note that this may not exactly match with other reported expenditures since 
the total includes services like family planning that are not matched at FMAP. The ReFA 
Medicaid actuaries think that this is a good approximation, however, of medical assistance 
payments. 

The fourth column shows what the state would have received in 1 992 if the new FMAP were in 
place. It was calculated by multiplying the total (federal and state share) expenditures by the new 
FMAP. 

The fifth column shows the percent change in expenditures from baseline that results from the use 
of the new FMAP. 

The sixth column displays the federal cost of holding states hannJess. It was assumed that the 
states could choose which FMAP they would like to apply, and that states would choose the 
higher of the two rates. The column shows the federa1 costs that result when states choose the 
new FMAP when it is higher than the old FMAP. 
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.... 

MEmCAID FORMULA CHANGES 

.~ting formula . 

'~dera1 Medical Assistance Percentage (FMAP) 

;To 

FMAP =1.00 • 0.40 (State PCI I U.S: PCD2 

Alternatiye I. (GAO alternative 2) 

In alternative I state per capita income is replaced: with total taxable fluldmg 
(TTR). This will better retlect a states ability to generate revenue. The U.S. 
PCI is replaced by the states share of people in poverty. This is based on the 
number of people with incomes below 150 percent poverty Cand 100 percent of 
poverty). This will better reflect the number of people in n~ed. 

F.M:AP = l~OO ...4810 (State Share of TrR I State Share of Poverty) 

GAO ~es the m.ultiplier of .4078 so that the formula would be budget 
neutral. 

Thls formula maintains' a 50 percent mjnimum matching rate ,minimum. 

Further, all states who would have a lower matching rate under this new 
formula will be bald harmless. 

; 

Information from this model should include aggreeate national costs, and 
state by state analysis. We 'would like separate runa using in~e below 
100% and 150% of poverty.. 

,', ' 



06/16/94 15:30 tr202 401 7321 HHS ASPE/HP ~ 006/QIO 
, JUN-14-1994 84:29 FROM TO 94101'7321 p.e4 

Alt.ez:ntltiw U. 

In alternative n personal income data is used (like the C'Illient formula). This 
is compared to the states share of poverty. Like Illodel one this adds intO the 
~ormu1a a measure of the number of people in poverty, but does Dot reflect a ' 
states fiscal resources lUI well a.s model I. 

F.M:AP = 1.00 • ~4327 (State Share o~,.g I State, Share of Poverty) 

GAo uses the multiplier of .482780 that the formula would:be buCf.iet ~eut.ral. 

This formula maintains a 50 percent mjDimum 1ll8tcbini rate mjnimum. 

Further, all states who Would have a lower matching rate under this new 
formula will be held ~. 

Information from this ,~odel should include aggregate! national. casu, and 
state by state an.absis... We·would like separate nms using income below 
l009b and 15~ of powrty. ~ 

,"'-......'\ , 

,t., . 

" , 

· '; .. '· · ., . 

" 



06/16/94 15:31 "Zr202 401 7321 HHS ASPE/HP ~ 0071010 

Alternative I.: 1992 FMAP: TTR and <100'Yo Poverty-Based FMAP; SO'Yo minimum; Budget Neutral 

Cost of% ChangeFederal Grlnt 1992 (2)Alternative FMAP (1)CUl'fentFMAP 
State's Chol<:e Curran! FMAP Alternative f'MAP Conslralned1992 

of Mat.:h 13lTo SOo/. Minimum 
-0.0%66,363,914,755 66,360,319,589 2,088,670,962IUnited States 

17,576,6861.6%1,096,342,784 1.113,919,4700.74100.7293iAlabama 
99,050,271 99,050.271 0.0% 00.5000 0.5000IAlaska 

1.8%735.124,244 12,676.199722,448,0450.63610.6251!Arizona 
697.538,620 -0.3% 0 

0.5000 
699,374.1460.7566 0.7546!Arkansas 

6,557.079,377 12.6°k 731,195.8150.5628 5.825.883.562~~:~lmia -8.7% 0494,042,553541,371,8300.5479 0.5000ado 
0.0% 01,119,631,094 1.119,631,0940.50000.5000Connecticut 
0.0% 0109,699,852 109.699,8520.5000 0.5000Delaware 

0 
371,740,259 

-0.2%293,329,473 292,627.1680.5012 0.5000)is,ofCol. 
16.7% 

'90,153.109 
2,226,955,011 2,598,695,2700.5469 0.6382lorida 
1,507,712,772 1.597,865,881 6.0%0.6178 0.6547eorgia 

170,993,111 -4.9% 0179,782,1570.50000.5257awaii 
177,191,358 0 

0.5000 
-8.9%194,427,1120.66750.7324aho 
10.3% 215.897,333 

0 
2,322.005,2952.106,107,9620.5513 

1,414,964,672 1,303,903,717 -7.8%0.58840.6385a 
441,113,723 -23.1% 0 

-23.1% 
0,5000 573.800,7300.6504owa 

457,115,063 0 
0 

594,615,2750.50000.6504Kansas 
1,317,715,262 -0.2%1.320,081,5670.72690.7282Kentucky 

4,978.814 
0.6240 0.6086 

0.2%2,516,011.9772,511,033.1640.7544 0.7559ouisiana 
0442,360,383 -2.5%453,584,939

~::ne 0.0% 0 
Massachusett 0.5000 

973,867,909973.867.9090.50000.5000aryland 
0.0% 0 
5.6% 

2,067,091,5252,067,091,5250.5000 
, 19,442,847 2.234,608,821 

0 
2.115,165,9740.5541 0.5854Michigan 

962,829,137 -7.8% 
37,635,499 

1,043.nO,7410.50210.5443Minnesota 
B93,894,473 4.4% 

7,126,638 
856,258,9740.83510.7999Mississippi 

, ,405,578,418 0.5% 
-3.1% 

1,412,705.0560.61150.6084Missouri 
0184,643,250190,543,2900.69460.7170Montana 
0-22.5%235,415,753303,686,3210.6450 0.5000Nebraska 
0 

0.0% 
181,573,254 0.0%0.5000 '8' ,573,2540.5000Nevada 

0552,111,188 552,111.188 
0.0% 

0.5000New Hampshi 0.5000 
0 

5.0% 
2,274,492,045 2.274,492,0450.50000.5000New Jersey 

19,405,627405,838,040 
335,803,217 

386,432,4140)8060.7433New Mexico 
3.6% 

North Carolina 0.6652 
9.432,934,779 9,768,737.9950.51780,5000New York 

-9.1% 0 
-15.9% 

1,618,822,468 1.470,781.9590.6044 
0152,450,046 

-8.7% 
181,341,6340.6116North Dakota 0.1275 

02,885,801,714 2,633,638,1900.55330.6063Ohio 
0.8% 5.489.876 

·16.1% 
736,071,340730,581,4640.71270.7074Oklahoma 

a427,148.946 
-12.0% 

509,167,8190.53310.6355Oregon 
03.084,371,533 

388,351,505 
3,506.313,5590.5000Pennsylvania 0.5684 

0-6.2%413.905,034 
-2.0% 

0.5000Rhode Island 0.5329 
01.068,433,068 

150.219,349 
1.089,949,7920.7123South Carolin 0,7266 

-12.7% 0172,050,383 
1,592,926,205 

0.6338South Dakota 0.7259 
0-0.9%1.607,153,569 

3.1% 
0.67600.6841!Tennessee 

119,549,0434.026,769,114 
312,908,374 

3,907,220,0710.66140.6418Texas 
0-29.9%219.382,3400.5266 

153,722,759 
0.7511Utah 

·15.0% 0130,653,3200.5216 
789,960.287 

0.6137!Vermont 
00.0%789,950.2870.5000 

1, , 03, 976,170 
0.5000!virginia 

-9.1% 01,003.979.7840.5498 O.SOOO 

723,053,3Q1 


f,/Vashington 
0-0.6%718,767.480iwest Virginia 0.7768 0.7722 
0-17.2%995,530,1671.202.202,229 

82,080.879 
WISconsin 0.6038 0.5000 

0-27.6%59,392.8210.5000Wyoming 0.6910 
I 

NOTES 
(1) Based on Ihe: ratio of the Slate share of lolal taxable resources (Joye .. ' average for 1990-1992) from Treasury and 81ale share of PO'"""'":; below 1000/. of 

poverty (3-yoar average (or 1990-1992) from lha Current Population Survey. The multiplia is .4289. 
(2) Oats from the Medicaid Statistics FY 1992; TOIbia VA-1. NOTE: Included In these dala are expenditures 3t differant match rates and disallowances. 

As. 3 consequence. the reported !lIala and f'ederai snares are nol consistent wilh Iha FMAP. The I-ICFA bils.ellne used in the f'eder.lll budgel3nalysia i5 

most consistent with the 10llli expendiwl9li (stale plus Federal shares). Thus. for the purposes of this analvsls.. the combined state and Federal aharBli 

were mulliplied by tho CUffent FMAP 10 get 1992 Federal grants. 
(3) The eOBt of allowing state that would haw a lower m:ltcl'I under the altemative FMAP to retain Inair currcnt fMAP. 

This analysis does not include Iha terrilories. 



1992 

06/16/94 15:31 ti'202 401 7321 HHS ASPE/HP @008/010 

Alternative '-b: 1992 FMAP: TIR and <150% Poverty-Based FMAP; 50% minimum; Budget Neutral 

federal Grant 1992(2) % ChangeAlternative FMAP (1) Current fMAP I Cost of 
Constl'3lned St.lte·s ChoiceCurrent FMAP Alternative FMAP 

To 50% Minimum • of Match (3) 
0.0% 1.831,466,17466.363.914,755 66.366.906.050United States 

-2.1%0.7140 00.7293 1.096.342.764 1.073.337.973lA!abama 
0.0%99,050,2710.5000 99,050,271 0 

Arizona 
0.5000!Alaska 

722,448,045 -0.2%0.6241 721,278.987 a0.6251 
1.1% 7,771,1150.7650 699,374,146 707.145,2610.7566Arkansas 

15.0%6,700,519,9120,5751 5,825,883.562 874.636.3500.5000California 
. 541,371,830 494,042,553 -8.7% 00.50000.5479Colorado 

0.0% 01.119,631,094 1,119,631.0940.5000 0.5000Connecticut 
0.0% 0109,699,8520.5000 109,699,8520.5000eraware 

0-0.2%292.627,168293,329,4730.50000.5012is. of Col. 
454,259,60320.4%2.681.214,6140.6585 2,226.955.011'da 0.5469 

5.6% 85.159,3931,592,872.1651,507,712.7720.65270.6178fgia 
-4.9% 0170,993,1110.5000 179.782.1570,5257ii 
-5.6% 0183,460,884194.427,1120.69110.7324aho 

185,686,3998.8%0.5441 2,291,794.3612,106,107.9620.5000llinois 
0-7.7%1,414,964,672 1,305,331,9210.58900.6385ndiana 

-10.2%573,800,730 00.5844 515.533,8110.6504owa 
0 
0 

-23.1%594,615.275 457.115,0630.50000.6504Kansas 
-0.8%1,309,448,7120.7223 1,320,081.5670.7282Kentucky 

0 
0.6240 

-2.8%2,511,033,164 2,439,832.3530.73300.7544ouisiana 
0 
0 

-0.4%451.946.330453,584,9390.6217 
973,867,909 0.0% 

Massachusett 0.5000 
973,867,9090.50000.5000land 

0.0% a2,067,091,525 2.067,091,5250.5000 
0-2.1%2.070,064,4062.115,165,9740.54230.5541Michigan 
0-2.0%1.043,770,741 1,023.018.8490.53350.5443Minnesota 

856,258,974 2.4% 20.564.258 
4.8% 

876.823,2320.81910.7999Mississippi 
67,368.171 

186,644,584 
1.472,946,5891,405,578,4180.63760.6084Missouri 

0-2.0%190,543,2900.70230.7170Montana 
0-20.3%242.116,886303.686,3210.51420.6450Nebraska 

194,309,600 7.0% 12.736.346 
0 

181,573.2540.53510.5000Nevada 
0.0% 

0 
552,11 1,188 552,111.1880.5000New Hampshi 0.5000 

0.0% 
0.9% 

2.274,492,045 2.274,492,0450.50000.5000New Jersey 
3.432,638389,865,051386,432,4140.74990.7433New Mexico 

00.0% 
-6.4% 

9,432.934,779 9,432.934,7790.50000.5000New York 
1,515,769,405 01,618.822,4680.62290.6652North Carolin 

-22.2% 0 
-7.6% 

141.104,049181.341.6340.56610.7275North Dakota 
02,665.044,863 

1.7% 
2.885.801.7140.55990.6063Ohio 

12.371,114742.952.578730.581,4640.71940.7074Oklahoma 
-8.7% a464.821.816509.167.8190.58020.6355Oregon 

0-10.5%'3,139,287,7523.506.313.5590.50890.5684Pennsylvania 
0 

0.5% 
388,351,505 -6.2%0.5000 413.905.0340.5329Rhode Island 

5,097,4571,095,047.249 
·7.0% 

1.089.949,7920.73000.7266South Carolin 
0160,016,747 

1.5% 
172.050,3630.6751South Dakota 0.7259 

24,682.7941,631,836,362 
3,979,748.495 

1,607,153,5690.69460.6841Tennessee 
1.9% 72,528.4233,907.220.071 

-23.7% 
0.65370.6418Texas 

0312,908.374 238,855,377 
133,198.005 

0.57330.7511Utah 
0-13.4%153.722.759 

769,960.287 
0.53180.6137Vermont 

00.0'%789,960,287 
1.003,979.784 

0.50000.5000Virginia 
0-9.1%1,103,976.170 

728,225,415 
0.50000.5498lvVashington 

5,172,1140.7%723,053.301 
1,016,150,501 

0.78240.7768iWest Virginia 
0·15.5%1.202.202,229 

59,392,821 
0.51040.6038WISconsin 

0-27.6%82,080,8790.50000.6910[wyoming 

NOTeS 
(1) Based on the ratio of Ihc slale share of lola I taxable resources (3-ye:1r average for 1990:-1SS2) rrom Treasury and stale share of por:;ons below 1 SO'll. of 

povertY (1992) from the Current Popul:.llion SUNey. The multiplier is .4267. 
(2) Datil rrom IheMedloaid St.atisti~ FY 1992; T:lbte VA-l. NOTE: Included Irl these dat3 are expenditures at diflerell1 malch rates and disallowancos. 

As a conscquence, the reponed alate end Fcdet;)1 $h::lrea are not consi6lenl With Ihe FMAP. The HCFA baselinO used In Ihe Federal budget analysis is 

moat consislent with the tOlal expenditures (staiD plus Feder:ll shares). Thus. for Iho purpo$e!I of Ihis analysis. tha combined :state ;llld Federal shares 

wera multiplied by the curret\1 FMAP to get 1992 Fadel'lll grants. 

(3) The cos! of allowing slalo thai would have a loo.-wr match under Ihe allemati~e FMAP to retain Iheir current FMAP. 

This ;J!\al~sls does not include tho territories. 
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Alternative 11..a: 1992 FMAP: Income and <100% Poverty-Based FMAP; 50% minimum; Budget Neutral 

Cost of% Change2)Alternative FMAP (1) Federal Grant 1992Current FMAP 

I State's Choice Allernatlve FMAP1992 Constrained Curront FMAP 
of Match {3}To 50'1'. Minimum 

66,363,578,594 -0.0% 2,606,335,93166,363,914,755United States 

1,064,346,691 -2.9%1,096,342,784 00.70800.7293Alabama 
99,050,271 99,050,271 0.0%0.5000 00.5000Alaska 

-5.8%722.448,045 680,242,397 00.6251 0.5886Arizona 
699,374,146 -4.3%669.058,203 00.72380.7566Arkansas 

612,714,7900.5526 , 5,825,883.562 10.5%6.438.598,3520.5000California 
-8.7%541,371,830 0494.042.5530.5479 0.5000COlorado 
0.0% 01,119.631,094 1.119.631,094Connecticut 0.5000 0.5000 

109,699,852 0.0%109,699,852 00.5000 0.5000Delaware 
402,599,901 37.3% 109,270,4280.6879 293.329.4730.5012Dis.ofCol. 

2,542,674,443 14.2% 315,719,4322.226.955,0110.62440.5469Florida 
1,582,536,224 5.0% 74.823,4531,507,712,7720.64850.6178Georgia 

170,993,111 0-4.9%179,782.1570.50000.5257Hawaii 
168,940,027 -13.1% 00.6364 194.427,1120.7324Idaho 

6.8% 143,859,5232,249,967,4852,106,107,9620.53420.5000Illinois 
-9.0% 01,288,128,8670.5813 1.414,964.6720.6385Indiana 

441,113,723 ·23.1% 0573,800,7300.50000.6504Iowa 
0-23.1%457,115,063594,615,2750.50000.6504Kansas 

-1.4% 01,301,850,8811.320,081,5670.71810.7282Kentucky 
1.5% 38.632,5032,549,665,6672.511,033,1640.76600.7544Louisiana 

0438,091,927 -3.4%453,584,9390.60270.6240Maine 
0.0%973,867,909 0 

Massachusett 0.5000 
973,867,9090.50000.5000Maryland 

02,067,091,525 0.0%2,067,091.5250.5000 
02,065,951,060 -2.3%2,115,165,9740.54120.5541Michigan 

992,698,795 -4.9% 01,043,770,7410.51770.5443Minnesota 
13.254,6841.5%869.513,6580.8123 856.258.9740.7999Mississippi 

1,401,319,370 -0.3% 01,405.578,4180.60660.6084Missouri 
173,878,997 -8.7% 0 

0 
190,543,2900.7170 0.6543Montana 

-22.5%235,415,753303,686,3210.50000.6450Nebraska 
a0.0% 
a 

181,573,254181,573,2540.50000.5000Nevada 
0.0% 
0.0% 

552,111 , 188 0,5000 552,1 1 1,'88New.Hampsl'li 0.5000 
02.274,492,045 

1,221,081 
2,274,492,0450,50000.5000New Jersey 

0.3% 
1,212,421,804 

387,653,495386,432,4140.74560.7433New Mexico 
10,645,356,582 12.9% 

0 
9,432.934,7790.56430.5000New York 

-9.4% 
0 

1,465,850,2971,618.822,4680.60230.6652North Carolio 
-18.3% 
·15.7% 

148,110,400181,341,6340.59420.7275North Dakota 
02.434,033,2582,885,801,7140,6063 0.5114Ohio 
a-4.0%701,684,643730,581,4640.67940.7074ioklahoma 

-21.3% 0400,604,107 
0 

509,167,8190.50000.6355Oregon 
3,084,371,533 -12.0% 

-6.2% 
3,506,313,5590.5684 0.5000Pennsylvania 

0388,351,505413,905,0340.50000.5329Rhode Island 
a-7.3% 

149,050,745 
1,010,286,9291,089,949,7920.67350.7266South Carolin 

0-13.4%172,050,383 
1,597,126,141 

0.6289South Dakota 0.7259 
0-0.6%1,607,153,569 

2.2% 
0.67980.6841irennessee 

84,418,2333,991,638,305 
-33.4% 

3,907,220,0710.65570.6418Texas 
0208.300,076 

-18.5% 
0.5000 312.908,3740.7511Utah 

0125,242,594 
789,960,287 

153,722,7590.50000.6137Vermont 
00.0%789,960.287 

1,003,979,784 
0.50000.5000Virginia 

0-9.1%1.103,976,170 
720.794,634 

0.50000.5498WaShington 
0-0.3%723,053,301 

995,530.167 
0.77440.7768West Virginia 

0-17.2%0.5000 1.202.202.229 
59,392,821 

0.6038Wisconsin 
0-27.6%0.5000 82.080,879Wyoming 0.6910 

i 

NOTES 
(1) Based on the ratio of tM state 6hare of lolal income (1992) snd Ihe stalc :ohare of persons below 100% o( 

poverty (3-yaar avcr.:Ige for 1990-1992) (rom Il'Ie Current Populalioo SUNey. The multiplier is .44415. 
(2) Dala from the Medicaid Statistics FY 1992; Table VA·1. NOT!:::: Included in these data afc expenditures at different match r.:Iles 311d diaallowances. 

A$ a consequence. the reported ,.tOlle 31'1d Federal shares ar~ not consistent with Iho FMAP. The HCFA baselinE> u::;C/d in the Federal budget analysis Is 

mOBi consiratent with Ihe 101:11 expenditures (statc plU!; Federal shares). Thu$. (or the purp06e6 of this analysis. lhe combined slatE> and Federal shares 

were multipliod b1 the currenl FMAP to gcl 1992 Federal grants. 
(3) The CO!;\ of allowing atale that would /'lave a lowsf match under the allernatill6 FMAP 10 ret..i" Ihelr current FMAP. 

This analyai6 does not include the territories. 

DRAFT: 1S·June·1S94 
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Alternative lI·b: 1992 FMAP; Income and <150% Poverty.Based FMAP; 50% minimum; Budget Neutral 

Current FMAP Altematlve FMAP (1) Federal Grant 1&92 (21 0/0 Change Cost of 

1992 Constrained Current FMAP Alternalive FMAP State's Choice 

To 50% Minimum of MaCch (3) 

United States 66,363,914.155 66.362,289,601 -0.0% 2,501.815.563 

Alabama 0.7293 0.6814 1,096,342,784 1.024,317,794 -6.6% 0 
Alaska· 0.5000 0.5000 99,050,271 99,050,271 0.0% 0 
Arizona 0.6251 0.5801 722,448,045 670,386.158 -7.2% 0 
Arkansas 0.7566 0.7386 699.374.146 682,756.136 -2.4% 0 
California 0.5000 0.5703 5.825,883.562 6.645,159,271 14.1% 819.275,710 
Colorado 0.5479 0.5000 541,371,830 494,042,553 -8.7% 0 
Connecticut 0.5000 0.5000 1.119.631,094 1.119.631,094 0.0% a 
Delaware 0.5000 0.5000 109,699,852 109,699.852 0.0% a 
Dis. of Col. 0.5012 0.6591 293,329,473 385,767,775 31.5% 92,438.302 
Florida 0.5469 0.6497 2,226,955,011 2.645.366.721 18.8% 418.411,710 
Georgia 0.6178 0.6505 1.507,712,772 1,587.635.280 5.3% 79,922,509 

Hawaii 0.5257 0.5000 179,782.157 170,993,111 -4,9% 0 
daho 0.7324 0.6662 194,4:27,11 :2 176,853,717 -9.0% 0 
i1inois 0.5000 0.5323 2,106.107,962 2,242.130,234 6,5% 136,022,272 

Indiana 0.6385 0.5869 1.414.964,672 1.300,514,610 -8.1% 0 
Iowa 0.6504 0,5750 573.800.730 507,301,487 -11.6% 0 
Kansas 0.6504 0.5000 594.615.275 457.115,063 -23.1% 0 
IKentucky 0.7282 0.7168 1.320.081,567 1.299,449,438 -1.6% 0 
....ouisiana 0.7544 0.7471 2,511,033.164 2.486,693,699 -1.0% 0 

0.6240 0.6206 453,584.939 451,114,850 -0.5% 0 
ryland 0.5000 0.5000 973,867,909 973,867,909 0.0% 0 
ssachusett 0.5000 0.5000 2,067,091.525 2,067,091,525 0.0% 0 

ichigan 0.5541 0.5000 2,115,165,974 1,908,650,040 -9.8% 0 
IMinnesota 0.5443 0.5534 1,043,770,741 1,061,232,034 1.7% 17,461,293 
Mississippi 0.7999 0.7966 856,258,974 852,685,568 -0.4% 0 
Missouri 0.6084 0.6373 1,405,578,418 1,472,331,194 4.7% 66,752.776 
Montana 0.7170 0.6668 190,543,290 177,203.297 -7.0% 0 
Nebraska 0.6450 0.5045 303,686,321 237.535,884 -21.8% 0 
Nevada 0.5000 0.5682 181,573,254 206.342,523 13.6% 24.769.270 
NeW Hampshi 0.5000 0.5000 552,111.188 552,111.188 0.0% 0 
New Jersey 0.5000 0.5000 2,274,492.045 2,274,492,045 0.0% 0 
New Mexico 0.7433 0.7134 386,432,414 370.912,632 -4.0% 0 
New York 0.5000 0.5391 9,432,934.779 10,171.237,157 7.8% 738,302.378 
North Carolin 0.6652 0.6254 1,618,822,468 1,521,954.112 -6.0% 0 
North Dakota 0.7275 0.5520 181,341.634 137,589,395 -24.1% 0 

Ohio 0.6063 0.5243 2,885,801,714 2,495,426,451 -13.5% 0 
Oklahoma 0.7074 0.6906 730.581,464 713.179,670 -2.4% 0 
Oregon 0.6355 0.5044 509,167,819 .404.149,766 -20.6% 0 
Pennsylvania 0.5684 0.5000 3,506.313.559 3,084,371,533 -12.0% 0 

Rhode Island 0.5329 0.5000 413,905.034 388,351,505 -6.2% 0 

South Carolin 0.7266 0.6972 1.089,949,792 1,045.909,512 -4.0% a 
South Dakota 0.7259 0.6746 172,050.383 159,900,901 -7.1% 0 

iTennessee 0.6841 0.6999 1.607,153.569 1.644.239,421 2.3% 37,085.853 

~exas 
iUtah 

0.6418 
0.7511 

0.6520 
0.5000 

3.907.220,071 
312.908,374 

3,969,117,023 
208,300,076 

1.6% 
-33.4% 

61,896,951 
0 

Vermont 0.6137 0.5000 153,722,759 125,242.594 ·18.5% 0 

Virginia 0.5000 0,5000 789,960,287 789,960.287 0,0% 0 

rvvashington 0.5498 0.5000 ',' 03,976,170 1.003,979,784 -9.1% 0 

r.r.test Virginia 0.7768 0.7870 723,053,301 732,529.841 1.3% 9,476,540 

Wisconsin 0,6038 0.5000 1,202,202.229 995,530,167 -17.2% 0 

Wyoming 0.6910 0.5126 82.080.87.9 60,885,455 -25.8% 0 

NOTES 
(1) Based .on the ,...,11.0 .of Ihe state "harD .of IQtOl! Income (1992) and 51ate :;hare .of persons below 150% of 

pDverty (1992) (rQm the Curl'llnt PDpulatien Survey. The multiplier is .4371, 
(2) Dala from the Mcdi,;;li<\ St311alica FY 1992; Table IIA-1. NOTE: Included in l!'le$.e dala al'll expanditure~ at different match rates and disallowances,. 

As a consequont:-O.lhe ,eporlad state and Feder:al shares are not con5istcnl with Ihe FMAP. The MCFA ba:lellne used In Ihe Federal budgol "n<lly,.!" Ie 

most consistenl wilt! the l.olal expenditurGs (slate plus Federal shares). Thus. (or the pUl1'oses .of this snaly-.;is. the cembined stale and Federal sha"~e 

were multiplied by Ihc current FMAP 10 gel 1992 Fede,...,lllranls. 

(3) The coet of allowing stale thOit weuld have 8 10000r mat.. h Ul'lder Ihe alternative FlIiIAP to remln their current FMAP. 

This analysis does not include the territories. 
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CENTER ON BUDGET 
AND POLICY PRIORITIES 

lJ...RGENT 

TO: Jon Weintraub 
Labor Management Subcommittee 

FR: Ellen Nissenbaum, Legislative Director 

1m: Goodling amendment to delele or modify important WIe vruvi~iun in th~ 
Chairman's health care ma.rk 

Rep. Goodling i. 0 offer two amendments to delete or substantially alter 
the WIC provision contained in the Chairman's health care reform mark. This 
provision, included in the President's original proposal, would guarantee full funding 
of the WIe progt'am by 1996 and through 2000. It establishes a special mandatory 
fund for WIe in addition to regular appropriations. Since the cost of the Me fund 
mt.lst be offset with pay-so savings within health cate t9fotm itself, this provision 
does not increase the deficit. In fact, recent studies of cost savings resulting from 
WIe indicate that this provision will help reduce and even avert costly health 
Qxpl?nditures in the httute. 

Rep. Goodling is expected first to attempt to delete the entire provision. If, 3$ 

expected, this amendment fails, Goodling will offQr a sQcond amendment in a nature 
of a substitute -- one that poses a more serious threat. The substitute and would gut 
the WIC provision inciud@d in the Chairman's mark by eliminatins the suaranteed 
funding for W Ie. In fact, as explained in the attached a?ltJlysis, the efJect of this substitute 
UJould be 'worse th4n having no provision at all. 

I've also attttc:hp,o R hrief piPiP ol?grdh{>s .how thl? WIC provision in the 
Chairman's mark would work, and why it is integral to health care reform. Given 
the larger and more visibly controversial aspects ot various r@torm proposals; the 
WIe proVision in the President's bill and the Cha1rmBn's m(lr.k bas been somewhat 
overlooked. Yet it is a critic.al provi~ion to pn~lITf' the ht>ldth of poor pregnant 
women, Infants and young children in this country. 

We would urge strong opposition to both of the C,oociline :lmendmE:'nts to the 
WIe provision. If you have questions, please feel free to ("~11 mp At thp (:p.ntI?T ~t 408­
10ao. I hupe this information ~s useful. 

777 North capitol Stnzt. NC, Sulll:70', Wa3hlnylon, DC20002 Tet: 202-408-1080 ra~ 101-40IH056 
Robfrt Omen5tl>Jn. executiw Director ....... 
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CENTER ON BUDGET 
AND POLICY PRIORITIES 


GOODLING AMENDMENT WOULD GUT Me PROVISION 

Of HEAL1H CARE BILL 


Dwing tht! lllark-u}J uf th~ lu:ealth I.:arl:! rl:!fU:rIll bUt Rl:!p. Goodling is likely to 
offer an amendment to modify the bill's WIC provisIon. While the amendment may 
appear mild, it is not. Allhough this may HoL be lhe goal Rep. Goodling seeks to 
achieve, the effect of the amendment would be to gut the WIC provision of the bill. 
In fact, it would damage the WIC program and be worse tlla" llavi"x flO pl'l)visioft al Illi. 

The WIe Provision of the Bill 

In 1991, a panel of enos of major U.S. corporanoIl5 with no fiI)..ancial interest 
in MC testified before the House Budget Committee that WIC should be fully 
funded by 1996. To m~d the national education goal that by the year 2000 ail 
children should start school ready to learn, the CEOs said, it is essential to fully .fqnd 
WIC by 1996. They ealled WIC thQ "health care equivalent of a Triple-A rated 
investment... 

The Administration has proposed significant funding increasQS for WIe to 
mQet this goal. But with thQ discretionary caps bQcoming Q)CCQQdingly tight, it is 
becoming increasingly doubtful that Me will be fully funded on time. 

Failure to fund WIC fully would weaken health care reform. It would result 
in some women and children not receiving the critical preventive services WIC 
provides and, consequently, in more health care costs down the road. It would 
weaken health care eost containment efforts. 

Armrrlingly, thfOl Administration h(ls included. a provision in the Health 
Secnrity Act to p.n~ure that WTC rp.l'IrhR~ filII funding o.n schp.duJe. The proVision 
states that so long as specified levels are appropriated for WTe each year, the 
remaining amoWlts needed for full funding are to be released from a ~pecial fund 
that would be established in the Treasury. The co~t~ of the ~pectal fund would be 
financed with pay-as·you-go savings included in the health care bill. A~ a result, 
WIe would attain full funding status and would do !I.O in a manner that maintains 
fi~cal di~cipline. Thi~ provi!\ion would not inC'rp<lsf' thp nf'nC'it; it would be ful1y paid 
for. And it would have one other advantage - it would get WIe to full funding 
without crunching other key initiatives under the discretionary caps. 

The provision has a second - and closely related - component. It states that 
if, in a given year, the appropriations bill fails to provide the amount needed to 
trigger the release of WIe money from the special fund, the spedal fund money 

777 North Capitol s.n:.::t. Ne, !ulte 10~, WiI:Ildnywn, DC lOOOl Td: 202-4<)8-1080 r~u.: 202-4<)8·1o,6 
Ro~ Greenstein, Executhlle l)I'I1I!!ICtor 
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would instead be released to increase federal support for the school lunch prograLll. 
This feature of the provision was added for purely technical reasoru; - COO .said it 
was necessary to include this provision in order for the special fund expenditures to 
be counted on the "pay.as.you.go" side of the budget. The expectationl however, is 
that this feature of the WIe prOvision would never be used. The amounts thQt the 
Appropriations committees would have to provide to trigger the release of money for 
WlC from. th~ special nmd should not bQ difficult for the appropriations committCCG 
to attain. Af:. a TPsult, the special htnd money will go to WIel as intended. It is 
p.xtTemely unlikely that a dime of it would ever go to the sc:hoollunch program. 

The Goodling AmendmlP.nt 

Rep. l,oodJing will apparently otter two WIe amendments. First, he will seek 
to strike the Wle pt'ovi~ion from the health care bill. If, as seems likely, th~t fails, he 
will offer a substitute. 

The substitute would do t1NO thi1'le~. First, it would delete the part of the Me 
prOvision that releases funds to the school lunch program if the regular WIt.: 
appropriation is not high enough to trigger the relea~f! of the special hlOd money for 
WIe. S~l:ulul, if the appropriations bill does meet th@ WIe target, the Goodling 
amendment would provide that the exact amount released for Wle from. the-special 
fwld wuuld depend on information that USDA collected from state~ apout how mllrh 
lhe sLates estima~d tlu:!y l:uuld I:!xpend during the COming fiscal year. 

TIu: 5ub:)liLule may appt:lir harmless at first blush. In fact it would injure the 
WIC pro;;ram and be worse Lhan itC1vi:llg 11U WIC provision in the bill at all. 

• The changes in tile substiLuLe would I.:i:luse all expcmditures from the 
special hmd to be coW\ted as discretionary expenditur~s and be lSubj!:!ct 
to the discretionary cap. 

• As a result, the appropriations commiLLees would be f,u.:~d with a 
dilemma. If the discretionary caps were su{fidently tight that the 
committees were W\able to provide full fw\ding for WIC within them, 
the committees would helve only one altefLlaUve ­ they wuuld hav!:! to 
fund WlC at levels below the amounts that wouldlrigger th~ r~lease of 
money from the special fund. Othetwlse, all the sV~di11 fulld money 
would count against their allocation and againsL the caps. 

• The appropriations committees thus would be subjected Lo SU:Ol\g 
incentivQS to fW\d WIe at e.ignificnntly lower levels than the com.mlllees 
would be likely to provide without Qny WIe provision in the health 
care bill at all. 

2 

9501 8811' 28;:: Ot~ l31 J.3~na t~O ~31t~3J:QI 511' :5 t nHl 11'6, -9 t -I~nf 

http:AmendmlP.nt
http:pay.as.you.go


An example may illustrate this point. The AppropclaUons Committee has j\,lst 
appropriated $3.470 billion for WIC in Py 199!:i, a $260 llulHon hlU'~aS~ uvt:!r tht:! 
current year. The FY·1994 level, in tum, represented a $350 million increase. UI\d~r 

the WIC provision of the health care bill, an appropriation level of $3.660 billion in 
FY 1996 will trigger the release of additional money from the special fWld. If the 
Goodling amendment passes, however, and the Appropriations Committee does not 
have room for the £\Ill ~moW\t needed to reach full funding in Py 1996, the 
Committee's only alternative would be to fund WIe next year at le88 than $3.660 
billion. The rQsult would be the smallest WIC increase in ilt lellst five years. 

Finally, Rep. Goodling also may argue that his amendment would make sure 
that more WIe money isn't allocated to states than the states can usc. His amendment 
i$, hcrcll(!"lJer, mHrely unnecessnry to ensure that excess expenditures do not occur. A.:ny WIe 
money that can't be used won't result in a federal expenditure. If states can't usc :111 
of the money, the result will simply be somewhat lower WIC expenditures - and a 
~lightly lowpr fj:lder<,.1 deficit - than if all the money availablg from the special fund 
were used. We already appropriate more f1.mds each year for the school lunch 
program, other child nutrition programs, and many other appropriated entitlement 
program than is actually u~ed. Thi~ is done to mak.e sure enough funcling is 
aVailable if it should be needed. But practi..p. does not result in any additional iederal 
expenditures. If more is provided than i~ needed, the remainder is siznply lett 
unspent. 

lunt': "6, :1994 
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CENTER ON BUDGET 
AND POLICY PRIORITIES 

HOW Wle FITS . INTO HEALTH CARE REfORM 

Dringing the WIe program Lo full fWllling dllli i.llt~gfating WIe murl;! fully iI\~u 
the delivery of healLh care is an integral part of health care reform. Providing 
l)uJfid.enll'esource~ fo,' Me to reAI.:!t All uf thuse who are eligible for it would 
significantly strengthen our preventive "heallh apparatus and avert costly 
expenditures and poor health down thtt w<td. 

WIe is one of lhe mosl ef!ecUve pL'eventivt: ht:dlth pru~alllS known. A GA.O 
study issued last year and based on an examInation of all research conducted on Me 
fo~d that the wic program produces large savings in health care costs. The GAO 
estimated that the $300 million in federal expenditures in 1990 for Me benefits IOf 
pregnant women will avert more than $1 billion in health·related costs over the 
following 18 yenrs, including savings in Medicaid and in coats borne by hOSpitills/ 
5tatc and locul govcrnmcntc.'l, Ilnd private payers. 

The GAO found/ for cX01mple, that Me reduces the incidence of low 
birthweight - a leading cause of infant mortality, child diso.bilitiesl a,nd other health 
problems - by 2S percent and cuts the incidence of very low birthweight by 44 
percent. "Reducing very low birth weights is particularly important," the CAO noted, 
"because these infants are more likely to die or become disabled and to need costly 
care. It A subsequent study conducted by Mathematica found further evidence 
strongly linking WIC to reductions in infant mortality. 

WTC Also hl'ls otheor beneficial health effects. Researchers at the Centers for 
Di~ease Control havp. .found strong associations bQtween tha WIC program and 
reductions in child anemia and have reported that low~income children n9t enrolled 
in WIe have a higher prevalence of anemia than those who are enrolled. Studies 
have also found that WIC improves the diets of pr~school children and senres as a 
gateway to health care. Children in WIC are better immunized and more likely to 
have a regular soutee of medic;ill care than comparable children not 41. the program. 

The reseArch findings on WIt: are so compelling that in 1991, a panel of CEOs 
of lp.ading American corporations - induding AT&T, BellSouth, Honeywell, and 
Prudential - tPstifipn hpforp. Congress and callQd for full funding of WIC in·fiVQ 
years, a goal President Clinton and m2\ny Mp,mb~1's at Congress from both parties 
have endorsed. In thetr Joint testimany, the CEO's desc.rlhp.d, WTC as -the hflllth-<.art 
f!f4ufuulrnt uf u triple-A rated investment... 
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What the Provision Would Do 

Accordingly, the Administration has concluded that full fun~ng of Me is 
inlegral Lo healUl care reform and has included a provision in the Health Security Act 
to help ensure this critical goalls attained. 

This provision of the Health Security Act would establish a special fund on the 
mandatory side of the budget, which would be available in addition to regular 
appropriations for WIe, to help ensure the WIe program reaches full funding stutus 
by the end of fiscal year 1996 and remains at full funding levels thereafter. 
(Although appropriations for WIe have increased each year, tight discretionary caps 
make it unlikely that full funding will be achieved through discretionary 
appropriations alone.) The Administration's budget requests a WIe appropriation of 
$3_564 billion in fiscal year 1995. The Health Security Act provides that if - in years 
after fiscal year 1995 - discretionary appropriations equal the $3.564 billion level, 
adjusted for inflation, thfi!n additional resources will be made available from the 
special fund to provide the remaining amounts needed to attain full tunding.1 

The provision stipulates that the amounts dQPositQd in the sPQdal fund - and 
released for use in WI(: 1f suffictent discretionary appropriations are provided ­
equal approximately $250 million for fi~ral yp.i1T '1996 and $400 million for e~('h of thE' 
!\ur.r.eec1ing four yp.aT'~. Thp. total ro~t of thi~ pT'ovi~ion thll~ i~ $-1,9 hi1linn OVPT' thp 
five years from PY 1996 through PY 2000. This cost would be financed with Pay-As­
You-Go savings generated by other proviRionR of the health care reform bill. It 
would not COWlt against the discretionary spending caps. Accordingly, providing 
these funds will not increase the defidt, weaken budget disdpllne, or squeeze out 
other worthy programs on the dis(;retionary side of the budget. In fact, givep the 
GAO ~tudy OIl WIC'~ co~t-effectiv!;!ne!)s. this provision will help contain health care 
CO$t$ i.n lhe Iulw'e. 

1 If diocrctioruuy upproprintio1l3 o.t lell$t equill to the reque3ted FY 1995 level. plus Wlation, are 
not provided in years after FY 1995, the money in the special fund would be used to raise federal 
&UPport lor free "chool lunches, thereby crihancing the nuttitiongJ quality of the lWlchcs. It 1:. 
anticipated, however, that the designated level of appropriations would be provided for WIe and the 
money in the special fund would be usad to CMblc Wle to rc3.~h and rcmrun Ilt the full funding level. 
The school lunch component of the provision is included because it is necessary to ensure that the 
costs of this provision ate counte.d on the :mandatory rather than the discretionary side of the budget. 
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REVlSEC ~ June 29. HI9-4 

To: O~vld Abeme\"y and Ann LaBoile , fl~~ 

From: Paul Cullinan, W~ 

Option: LImit PrElmlume for Person$. "ylit 55-5-1 wtlh Income t>elow 530,000 (slnglU) and ~O.OOO (couples) 
101% of Income in 1908, e% In 1999,5% in 2000, and 4% ISler 

I ~ 
-

. Preliminary Estlmste of Federal eudg&t8ry Effects 
~ fiscal year, In bllllol'la of dollars) 

~ 1m 2.Qml 2DQi 2W 

2.0 3.8 $.1 5.8 8.2 

Premium Effect: Upon fUrt~el' review, w. h.v. dmrmlnecf that the cao estimates for the Chairman'. Mark 
had alNady in~C)rporated the assumption that emplo)"r8 wou'd ChOOM to enroll thttr ••rtf I1IUra8.1 
Into Part C b4C4US. of the b6ntflta from Patt CI, ;.ommunlty flting fSlture. therefOR. this an1a"'dm~nt would 
have no I.cfcfiUonar &rrect 011 the Part C pramlum. 
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PRE-MEDICARE HEALTH SECURITY COALITION 

Contact.: Eric Shulman' 
Juty 29, 1994 (202) 4~2-94'/O 

Lisa Merman 

For Immediate Release 

(202) 452-95~' 

Coalition Labels GAO Report on Retiree Health "ffighlyMisleading" and ItInaccurate lt 

-
CitesCBO and OMS Cost Estimates of $3 billion per year for Pre-Medieare Provision of 

President's Health Plan 

Washington, DC -- Calling a new Government AccountingOfflce (GAO) "fact sheet" on retiree 
health coverage for people in the SS 64 age ,roup highly misleading and inaccIlU,1e, Letitia 
Chambers, executive dir~tor of the Pre-Medicare Health Security Coalition said today, -Both the 
Cougr~s~iunal Budget Offlce (CBO) and the Ottlce of Management and Budget (OMS) have agreed 
that the cost of the President's plan to cover retirees in this aae group is about $3 hillion pP.t' y~r. 
We feel this is a necessary price to pay for providing health care to millions of Americans aged 
55--64. " 

"This is faJ'lowel lilan the GAO estimate of $180 billion oVer ten years and an excellent example 
of why we should rely on those agencies of Congress and the Executive Branch •• CBO and 
OMB -- that were set up for the express purpose of making budget estimates. 

, Chambers cited several problems with the GAO fact sheet. "First, it appears to ignore the fact that 
more than half of these retirees UI UIC::ir spouses work tn other JObS. Under the President's plan, 
those 'new' employers would be required to pay for health insurance, not the aovernment This 
alone could reduce the GAO cost estimate by up to SO ~nt. • 

·Second, the study fails to recognize that the President's plan (as well as others) has low income 
subsidies for working and non-working people. Such subsidies have no linkage to the pre­
Medicare provision and will be part of any health care reform plan. Yet the GAO report appears 
10 include these subsidy costs as costs of the pre-Medicare provision.· 

ItThird, the study fails to recogni~ that some employer plans are more generous than the 
President's proposed federal minimum benefit package. These aul.litiunal benefits would nOt be 
takeIl over by the federal government yet GAO appears to assume the government will pay 80% of 
these COStS as welL" , 

·Finally, the study ignores [he likelihood that health care reform will slow the growth in health 
care costs -- a major objective of all the health reform proposals - anu <1Ssumes that nelther the 
companies nor the federal government will make changes to reduce costs: As a result, the study 
finds thal health care estimated to cost $9.9 billion in 1993 (employer share· $7.9 billion) will 
cost a staggering $38.8 billion by2007. II 

UTIle fact is that univ~r~l health insurance cannot be achieved without addressing the needs of this 
'vulnerable population group. We cannot allow non-working Americans to slip through the cxa.cks 
of health care reform, II Challlv~rs concluded. 

·more­
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.Key Facts about the Pre-Medicare Population 

• 	 Of the 5.3 million non-working Americans aged 55~64, most - about 60 percent - receive 
!lQ hea.hh 1Jt:~!lcnt~ from former employers; 

• 	 Mos[ people in the group are of modest means - 75% have incomes ~ow $25,000 per . 
. year and half have in~ome$ below $20,000 per year; 

• 	 .Most have difficulty finding aITurliable health insurance as a result of declining health or 
pre.existing conditions -- an estimated 2.7 million people aged SS~ have no health 
insurance coverage; 

• 	 Minorities and women are particularly vulnerable. African-American males, for example, 
are almost twice as likely as whites to be disabled ur uuable to work and only half as likely 
as whites to have health insurance coverage from fonner employers; 

• 	 Many in this group would not be able to afford Medicare Part C. c.overage without financial 
assistance. Pan C coverage for couples will cost about $4.400 plus out-of-pocket expenses 
of about $2,400 which represents 30 percent of income for z. non-workill~ cuuplc with an 
annual income of $23,000. 

The Pre-Medicare Health Security Coalition is a broad-based coalition of retiree, consumer, labor 
and industry groups that support affordable heolth coverage for non-working persons 'led 5S-64. 

"II 
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Amendment 

Purpose: To make health care coverage affordable to non­
workers between the age of 55 and S4 who are Dot yet eligible 
for Medicare. _ 

This group is uniquely vulnerable. They. have trouble flnd.ins affordable 
eare, limited financial resources and limited work options. This group has 
higher health care Deeds and greilter out-of.pocket COlt than the general 
population. . 

Proposal. 

This proposal would place a cap on insurance premiu.:ms as a percent of 
income for non-worken between the age of 55 and 64. By the year 2000, no 
one in this group with individual -income under $25~OOO or couples with 
ineome under $90,000 will have to speno more than 4 percent of incom.e on 
health inSurance premiums. 

Subsidies 

This amendment caps tutasl premium cost for non-workers between the age 
of 55 and 84 as a perceht of income on a phased down N!hedule from 7% to 
4% over 6 years. In the third year of the program. 1998, a cap of 7% would 
go into efFect. In 1999, a 8~ cap would go into e1l'ect, in 2000 a 5% cap 
would go into effect and in 2001 a 4% cap would go into effect. This cap 
would be maintained at 4% thereafter. ' 

The premium cap would be phased out tor individuals with adjusted gross 
incomes between $25,000 and $80.000 and for couples with incomes between 
$85,000 and $45,000. These income levels would be ibdued atUlualJ;y £rom 
the date of enactment. 

No coat in the first year. The cost over five years, from 1995 through 2000 

is $8.9 billion. The coat over ten years, 1995 through 2004 is $30.8 billion . 


.These estimates are based on oro projections of similar proposal in tho 
Ways and Means Committee bill. Lower subsidies and age ad.justments to 
the community rate in the Chairman's mark would increase the cost above 
these projections. However, a 1es8 generous benetits package compared to 
.Ways and Means and a quicker phase out of subsidies in our proposal would . 
lower these projections. ~ays and meang ends benefits 4t $30,000 for 
singles and $40.000 for couples.) 
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Premium Cap and Coat Estimates 1995-2000 

Year Income Cap. Cost 

1995 
1996 

nona 

nODe 
' . 

0 

0 

1997 none 0 

1998 

1999 
7" 
6., 

.($2.0) 

($S.l) 

2000 5% ($8.8) 

2001 4% ($4.5) , 

2002 

2008 

4% 

4% 

($5.1) 
., ' ­

($5.6) 

2004 490 ($8.2) 

10 year total· ($80.S) 
• I.'Cn'l'T\~ 111 bllUO 

Arguments in support of this provision , 

o 	 This is a uniquely vulnerable population with great'health needs, trouble 
getting atford.ahJ.e oare, limited financial resoW'CeS. Unrlted work' options. 

D 	 The term "Early retirees- is a misnomer because, the primary cause of earq , 
retirement .Is h.,talth problems of the Individual or a f'am1ly member. Many 
other "early retirees" are simply unem.ployeo and unable to B..nd work. 
Three-fourths of such unampl.oyment results from job loas or layoftS. 

o 	 This age group and non-W'Ot'1ters in pa.rti.cular have hiPer than average 
health care costa. ' 
J' , 

. According to EBRI people between the age of 55 and 64 use an average 
of 879b more services than people between 45 and 54 and over 50% 
mora services than people between 85 and 44. 

• 	 Non-working people age 05 to 64 have health expmditures 66% higher 
tb.an the working near elderly. 

Further their out.of-pocbt expenses average $1200-1500 annu.all.y - tat' 
higher than younger populations. 



\ 


o 	 Most in this group have low or moderate incomes 
• 84 percent less than 150 percent of poverty 

-; .56 percent less than 2tK) percent of poverty 


o 	 In an employer based system., these people do not have an employer. These 
people will be rcOpoMible for tho empluyer share (minus any low income 

. subsidy). 	As weh they will be paying a considerable higher percentage of 
incOme for health care than. the working population. 

o 	 Under a system of community rating with adjustments tor age. this group 
will have higher premium costs and this protection becomes even more 
important. 

o 	 U.S. emnpotitiveness is burt by retiree healt.h costa; competito1'8 don·t have 
these burdens. Mature industries are particularly hurt. 

o 	 Companies contmue to cut r8iiree health benefits by either raiaing retil~tn5 
costs or droppmg benefit altogether. 

o 	 So, if we don't address this issue people will con.tinue to lrn::e banefits. 
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Response tp OppoaitioD 

;. '1ts a bailout for big industry." 

Only 	40 percent of all non-works have health care benefits from former 
~mployers. Many of these benefits are limited in scope. 

• 	 Less than apercent of the targeted population is from the auto industry 

People who gain the most are the low and moderate income pre-Medicare 
p~WaWm 	 . 

Good policy should not be disregarded because some of the b8nefit goes to 
com.panies who htLve historically helped meet the health needs of former 
wot'kers~ 

This will also make these compo.nies more competiti.ve with comptsnies who 
do not have to bear retiree health costs. 

• 	 "Many more people will retire because of thiR provision. More companies will 
force people in this age group out." .. 

Health insurance is only one factor in making a decision to retire. Income 
. from pensions and savings are much more significant as is the general 
satiafactioD Al1d the other rewards of work. . 

.. 	 This issue has been blown out of proportion. The administration proposal 
which had mOre generous bAnRfit.R was esti.m.ated to induce between 
850,000 and 600,000 early retirees, but most of this resulted from the 
certainty of covarage at community rates - not the special early retiree 
subsidy, 

http:competiti.ve
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Optional Language Re Universal Coverage Triggers 

The Commission must report to Congress bienniially. The Report' 
must include, but is not limited to, analysiS of: topics: 

structure and performance measures of every market area (HCCAs 
within stat,es) f including the structure of the delivery system, 
number, organizational form and enrollment in all certified health 
plans i state implementation of responsibilities f including 
establishment of coverage areas, status of'small group insurance 
reforms r development of· purc;Jlasing cooperatives and other buyer 
reforms;. status of trans1tion"ofMedicaid toward managed care and 
inte tion into purchasing pools; evaluation of adequacy of 
s sidies for low income individuals; status of Medicare 
recipients, including transition of Medicare into risk contracts; 

..."., ,/ 

.	., I ' progress toward coverage among employed including status and level 
r v-;. of voluntary employer contributions and participation rates in 

\
" 
I. 

< poolsa!ld among ,large' employers. . (, 

t r 

. Each report must include the percentage of individuals who are 
enrolled in accountable health plans, including Medicare, Medicaid, 
low income, and employed individuals. 

Each biennial report (1997, 1999) m-qst also include informal 
recommendations, specific·' to each market area, qp how ~he area /}- , 
might increase coverage among <~e, r.~s.fdents_~ ~~" ....r-:;7;;:..t~~:h..J."'_/.ri... ;~. 1"'''-~-~''''''' 

...... -,... .dS 1 :}-: "".r· ---~ 	 . . ,. . . t. 	 : .", 

. In the event that 95% of all Americans are not enrolled in an ~ 
accountable health plan, or remain in a publicly funded program!, 
(Medi::are r Medicaid, VAl CHAMPUS) , .the 2001 Commission report must; ~,~ 

.:\ - also lnclude: 	 ' f'.,~' 
• ""', 'f• . \ 

.t l~ formal and specific recommendations to Congress on how 'r; ~; . 
/ 
\ ! market areas that have failed to reach 95% coverage can r/" / 

achieve that status. Those formal recommendations MUST I ""....[ 

". .t 

:\ .. 
r 	 address all relevant parties, including states, employers, .~ ~ 
') 
~J 	 employees, unemployed and low income' individuals, 


beneficiaries of public programs etc. 


,<"-
Congress must consider I within 6 months, all the 


?~ :-.:-, recommendations of the Commission. Congress must enact the 

l .""" Commission recommendations or an alternative which will ensure 


-.. r..\""-.,) 
~. coverage at the levels required under this act. 

If Congress fails to !ict within the specified period, the 
following provision will automatically take effect: 

All individuals in the"non-complying coverage area 
will be automatically enrolled in the low cost plan in the 
region (or ran~omly enrolled). HHS will develop a process by 
which this provision

r 
can be enforced. HHS enforcement may 

include requirements on ..§IDploy~r~ to d~lCt the-I:remiums from 

.,: individual wages, ~'fRSenforcement ~roceedin~ or any 

.1:. 

.. 
} 'other enforcement mechanisms that wilr-acrrreve the desired 
; ......~ level of coverage in the area . ./ ( .' I 
~, 	 . " * C'.) «~' I....,~ -r ,.---..J (",'C<. 	 ~ 
t 	 -.). j,.. """ 

'; 
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Employer Group Purchasers 

Jeffords-Durenberger-Kassebaum divides employers into three 

classes, based on employer size. ' 


1. Small Employer Group Purchasers: 100 full-time 
employees or less. May,purchase a qualified. health plan' at the 
adjusted community'rate, modified for age, through either 
independent insurance agents',or through private, non-profit, 
purchasing groups. ~ , 

2. : Dual ".c]1'oice 
employeet3~ .Mciy e ct/tone 

\." _ 
treat rtf 

or .. smal~PIOyer'. Electi 

3. 'Larqe Employer Group Purchasers: More ,than ~ full ­
time employees. May offer either a state-cert'f!ed health plan 
for which the employer negotiates the rate experlence-r~), an 
employer-sponsored health plan (risk-bearin an or bo types 
of plans as a group health plan. Large employers may group 
together to negotiate health, plan prices: 

Employer Requirements 

All employers must offer their employees (including part ­
time and seasonal workers) a choice of at least three health 
plans-- one of which is a point of service option plan. 
Employers may meet this obligation, in part, by loffering 
qualified association plans. Employers also must provide their 
employees with information regarding how to obtain health plans. 
If the employeerequests~ the employer must enroll them in their 
choice of health plan and deduct the amount of the premium from 
wages, minus any employer contribution. 

Large employer purchasing group health plans must meet same 
insurance reform requirements as other health plans, including no 
pre-existing condition, open enrollment, guaranteed issue, 
guaranteed renewal, portability, etc. However, more appropriate 
solvency requirements for risk-bearing plans -will be developed by 
the Department of Labor. " 

Association Health Plans 

The Jeffords-Durenberger.-Kassebaum a,mendment grandfathers 
existing association health plans that have been in existence for 
three years prior to the date of enactment. These include trade 
and professional associations, religious organizations, public 
entity associations"; and Chambers of Commerce. Association 
health plans must meet solvency requirements developed by HHS and 
take all comers in their designated association. Otherwise, all 
qualified health plan insurance reform requirements apply. 

"J 
-'~ (' 
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Individuals 

Individuals not employed by an employer purchaser may 
purchase a qualified health plan directly from an agent or from a 
private purchasing group. Or t if they are members of an 
association which offers an association health plan, they may 
purchase directly from that association. 

COBRA 

Unlike the Chafee/Clinton· bills, COBRA i.s not abolished. 
This accomplishes two main objectives: (1) avoids confusion and 
disruption for consumers by allowing individuals to continue 
coverage ~nder their current plan for up to two years after they 
leave employment; and (2) helps stabilize premium rates in the 
community-rated pool. . . 



BENEFITS PACKAGE 

The Board would be authorized to: develop recommendations to 
clarify covered benefits and cost-sharing; develop interim coverage 
decisions in limited circumstances; consult with expert groups for 
appropriate schedules for covered services; propose modifications to the 
benefits package that would not go into effect unless enacted by Congress 
under base-closing procedures. 

Congressional·. prioritIes: within the constraints of ~he actuarial 
limits, Congress directs the Conir~lission to adhere to the following 
priorities. 

parity for· mental health, with emphasis. on designating a set of 
managed mental health services for maximum flexibility and 
efficiency 

. b)· . consideration for ne.eds of children and vulnerable populations, 
including rural. and underserved persons. 

c)· px-~...:.~-...... C:~....,;-
The standard benefit package can not exceed the actuarial value 

equivalent of the Blue. Cross/Blue Shield Standard Option under the Federal 
Employees Health Benefits program. 

The board shall establish multiple cost· sharing schedules that vary 
depending on the delivery system by which health care is delivered to 

,'-individuals enrolled in a qualified health plan. lriaddition the Board Will·-\ 
\ provide for a "catastrophic" option designed. to prevent adverse risk \ 
ILselection when combined with the risk adjustments caUed for in the bill. \ 

This option.will contain higher cost sharing and/or fewer. benefits. -­ -
~I ~i >1-1<.~',Iv, c:.... '~). . .. . 

Covered Services 

A qualified health, plan shall provide for coverage of the· items and 
services described below only .for treatment and diagnostic procedures 
are medically necessary for appropriate as defined in S. 1770 as .amendec 
by Durenberger: 

Inpatient and outpatient care. 

• Emergency, including appropriate transport services. 



• Clinical preventive services, including services for. high risk 
populations, immunizations, tests, or clinician visits. 

• 	 Mental illness and substance abuse. 

• 	 Family planning and services for pregnant women. 

• Hospice care~ 

• Home health care. 

• 	 Outpatient laboratory, radiology· and diagnostic. 

• 	 ,Outpatient prescription drugs and biologicals. 

• 	 Outpatient rehabilitation services. 

• 	 Vision care, hearing aids and dental car,e for individuals under 
22 years of age. 

• 	 Investigational treatments. 



, 
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DEPARTMENT OF INSURANCE (001) STANDARD PLAN 
ESTIMATEO COST PER MEMBER PER MONTH (PMPM) 

HMO Option 

HOSPITAL INPATIENT SERVICES 
HOSp~3lCharges Olher Than ThoseU~ed Be.low 

Alleffl3te Childt)(r1h nP.liv .. ~ .A!!!~;:::;;;;;.:i 

2-1-Hour Hospital Admission and Discharge 
Freeslaming Birth Center 

HOSPITAl. EMERGENCY ROOM SERVlCES 
(eopavmentwaived If admlUed) 

Emergency Room ,p.mera~ck$ onlv} 
Emergenc.y Rooin (non-emu9fflcies) 

Ambl11aJ\oCe (~mefgencies) 
Amlxllance (rion'emergendes) 

OlJTPATlENT and HEALlH CAnE PROVlDER 
SERVICES 

H6sJll)af Services 
OufpaUenl Surge.y 
OuCpatient Therapy 
Oulpalient OX, lab, X-Ray 

Freestanding Outpatient Care CeMers 
Ou'paUenl Surgery , 
Outpatient Therapy 
Outpatient ox, lab, X· RaV 

$1(JO CopaymentlOay (Oay~ '.5) ........... - ­
r~ ~4" 

8GO ~~ r;­
$100 Copaymenll Day (Days 1·5) 

TOTAl '$~IUS 

S 100.00 Pef Vhj~ 
NotCovOfed 

$50.00 Per Visit 
Not Coverud 

TOTAL S2.81 
? 

, " 

550 Dlpaymeol 
$20.00 Copayment Pes Vi~il 
Covuvd in Full 

$50 Copaymel1t 
$20.00 Copoymenl Per Vlsil 
CO'l6led In Full . , 

fftl p",,- -;;- r~,- .~ ~ 




Primary Care Physician SelVices 
Office Vlslls 
InJl'ltie.nt Visits 
Mbcellanoo\ls Office Sef'.liC6'lo 

InjectIons 
lab, X-Ray 

Specialty Cafe P"ysician.SelVicu 
Office Visils . 

Inpalienl Visits. 

·~,:,!"!'!~!!~:c~:.' 
EmeIgencyRoom Visils 

Mls<:ellaneous OtflC~ SelVices 


. Injections 

lab, X-Ray 

Radiofogy and PaUlology 


Surg£!{}, as.-lnpan~1l1 
Same Day Su'gery 
SurglcaJ Care i~ Provider's OffICe 
Assistant " 
Anestbesil'1 

Non-Surgical Spine lind lJack Dlsor<1er Treatment 

Transplanl 

"0 CcplllymenC Pllr Visit 
Covered in Full 
COVllled in Full 
Covered in Full 
C4Nered in Full 
Covered fn Full 

520.CO Copaymenl Per Visit 
~~f).1)IJ '.::;:=.,;;-..;;..: r1:T ·visa 
120.00 Copaymet1l 
S2().CO Copayment Per Visit 
Coveted in Full 
Covered in Full 
CovereiJ in Full 
CoVered in Full " 

Covered in full 
Coveled In Ful 
C<Jverlld In FuU 
Cove-red In Full 
Coveled I"FulI 

$ 10.00 Copayrnent Pel Visil 

CoVered '" Full 

TOTAL 

J"' 

.!42.U 

2 
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EOUCAnONAL AND ~EVENT/vE SERVrCES 
General Health Educalion 
Office Visit Edi.Jcatk\1l 

Prev6ntive S9rIIlces 

Health A.sSlllssmwl ElC.3m 

Pediatric and Adult Imm"ni7:lHon~ 


Pap ~mears/M·ammograms. ell:. 

Family Planning ServiC'es 

Oral ContraceptIves 

Con!raceptive o.;vicn 

Implantable CoJl'rate~ive Devices 


Routine Eye and Eat Elrariu . 

Eveglasses (c~ildret:llh,oogh 18) 

Hearing AJds (children Ihrough 18) 

DenIal SSMces (ehildrel"llh(ougn H) • 

Preventive Service, 


Dlelary lrutrmtion 

Preventive Medical and Reproductive 
Care Is Sublet1 to a S 150 Calendar , 
Year Ma,oo,um Dencfit 
$'25.00 Copaymenl Per Exam 
,.. ....... ,.... __ ...... ,_ r ..... 

_w ...... ...,v Uti. "aI 

CoverN In Full 
Covered In full 
$& lPre-sC:Jfplian 01 Rer~l 
$50 Copaymenl 
$50 Copaymefll 

Cowred as Partorfhe $150 Bencrll 
Atrow.lnce 

NolCowred 

Not Covered 

Nol Covered 

Not Covered " 
f 

TOTAL $12.71 

3 




MENTAL HEALTH SERVICES 
InpallMl 

Re sidenlia! T relltment 
Ou\pill.ient Trealment Services 

SU8STIIN'CE IIOUSESERVlCES 
. ""patient· 
RII31denLlai Trealment 
VUlp;"le I'll Tcaatmenl Services ("0 visits). 

OTHER SERVICES 
Ourable Me<lfc31 Equipmenl 
Orthotics. and PtoslheliC!l 
Skilled Nursmg Set\lices 
"'orne Health Core SelVices . 
Hospice 

P'tsaiption Drugs 

TOTAL 

,'CO.DO CAlpavment (dayt 1-5) •. 
8;lIance Cove,ed In Full 

Not Covet'ed 
$10.00COp<lymMI Per Visit 
(20 vlsifs per calendar YO'") 

Nol CM!-e!'!~ 
NolColfered 
Nol Covered 

Covllfed in full 
Coveted In Full 
COVeted 10 Fl1l1 
Covetrd ., Full 
Covered In Full 

TOTAL 

n for Genedc: BriNtd PrsscripfJons are 
1101 Covered 

.S2.00· 

0.86 
0.24 
0.14 
0.01 

$11.63 

S1J.G8 

• Includes Ihe tomponent Jllkulor ill! covered men(al health seJ\Ifces . 

•• Includes Ihe componenlplice lor all covered mental health and substance ufllices 


" . r 
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.nnUmlHmmmUt 
HOSPITAl INPATIENT SERVICES 
HOSPITAL EMERGENCY ROOM SERVICES 
OUTPAtiENT and HEALTH CARE PROVIDER , . 42.84' 

SERVICES 
EDUCATIONAL AND PREVENTIVE SERVICES I ~ 12.11 
MENTAUIEAl Ttl AND SUBSTANCE ABUSE • ! 2.90 

SERVICES 

\::~::S:~CES I L:: I 

Pfojeded Geographic: Adjuslmeot 10 Rntlect AnUclpllted Sblewide 8cperienc6 (0.975) 

Projected Morbidity Adjuslrnelll to reflect Anticipated Enrollee POpuf.1Uon (1. 100) 

Sub·h.llallof. Tampa region (M estllnGle only) 

Tolal PMPM Adjusled fOf AdminislrationlPremlum TaxlSurplis • Assuming 15% 

CHPA Admlnistulion Fee 

Tola r for Tampa region [AA es!!mate only) 


• Include! Provkler Services 

.. , :'1'" 'fe"" .,H3 1F~~i'ifl"" , .• P~'-'''T!F';"'>'' i" 

lm1H~~·IHihw~nJnIUHl~{WrHHnHnmUU 
li\.f".l'hmll:~rti ',' .'1.Jii'i;~ it.,rI':~' "Tfi' ~HH1'~r~.'''.,fi.!nt.~; l·l;.·..f""'Ti.~.it··.lfJ"liIl"'!· ,.1:\;;1; tit~mn:\!!J i.h,·ii', r-,'t' '1"1 .. , "litH ." ·,H-" ....•• " l'f·"·••A', Ii.···!> ..".' ~,." ···If'!··· .. ~\·fl·to , ... '. ,. ,,t. f:J 'J't".h~Hil:i~!h1;· ~'~r4'~i :1 llt:';'·lt~t'~~Hi~ n:~~i·a:(H~} ~J .~J_.i~,~!t-r... ,;.{~:LI~~1'·~r.n; it 
.1)ihiHI!~~~!'h~:bfi~1Ir"f.m J~,iH ~~\.!muHII III1~!~ tnHlP~fiitANP~fiQ·l.ft~)j~. , 

ToI811/\l93 PMPM 
Trend to 1/1/94 

"$103.39 
$107,94 

S101.94 

l' 



\' 

MEDICARE 


A. Ha,intain l1edicare as a separate program. 

Hedicare is a nationwide health insurance program for the aged ~ 
and certain disabled persons. It consists of t\'l0 parts: the' 
hospital insurance (part A) program and the supplementary medical 
insurance (part B) program. 

Medicare remains a separate program and continues to be 
federally administered. Beneficiaries enrolled in part B continue 
to pay a monthly premium." The' statutorily defined Hedicare 
benefits continue to be the Medicare benefit package in botl1 fee 
for-service and managed care. 

Ji=-- Individuals could maintain coverage throuah oriva'te health. 
£lans when they become eligible for Medicare. 

Individuals have the option to remain in an accountable health 
plan (AHP) \-lhen they become eligible for Medicare. If they remain, 
they continue to receive the standard benefit package with the full 
range of options available to the non-Medicare population. 

plans may offer a separate rate for the Hedicare-eligible 
population. The Board is required to prescribe methods for risk 
adjustment. 

For individuals choosing an AHP 1 Jliedicare v1ill pay the federal 
contribution talc~lated for Medicare risk contracts. Individuals 
are responsible for paying the difference between the premill.rn 
charged and the federal contribution. 

During the annual enrollment period, Medicare-eligibles may 
choose a new plan through their employer/purchasing cooperative or 
they may return to the traditional Medicare program. 

Hedicare Select would become a permanent option in all States. 

Hedicare Select is a demonstration program limited to 15 
states (including North Dakota, Missouri and Minnesota) established 
in OBRA 1990 to allow managed care organizations to deliver 
'supplemental benefit packages to Medicare beneficiaries. An 
individual buying a Medicare Select policy is buying one of the 10 
standard Medigap plans. The only difference is that Medicare 
Select policies deliver care through preferred providers. The 
program is scheduled to expire in 1995. 

Medicare Select would be a permanent option in all States. 
Medicare Select policies will be offered during Medicare'S 
coordinated open enrollment period. Plans may not discriminate 
based on pre-existing conditions. 

http:premill.rn


D. l1edicare risk contracts ,<1ould be improved. 

HEDICARE SYSTEI>1 REFORl1: 

Hedicare Health Plans: Medicare health plans must be Accountable 
Health plans willing to provide all Medicare benefits under a risk 
contract for a uniform monthly premium for a year. Employers may 
sponsor Medicare health plans for former or current employees. 
This increases the choice of plans to beneficiaries -- may be PPOs, 
indemni ty plans, traditional HMOs, or other insurance arrangements. 

-".. 
Standard Benefit Packages: '. :t1:edicare health plans ,,,ill offer a 
standard benefit package comprised of the current Medicare benefits 
defined in statute or an al ternat package, defined by. the 
Secretary, covering identical services but with cost-sharing 
cOnsistellt with typical managed care practice. 

Standardize the supplements that sk contractors· may offer in 
addition to Medicare benefits. Medicare health plans must offer 
two supplements: one ,,,hich would· cover catastrophic costs and 
other items traditionally covered in employer-sponsored plans, and 
one covering outpatient prescription drugs. The standardized 
medigap plans would be made comparable to the standardized risk 
contract supplements. 

[option: The current standardized medigap plans wOl1ld be changed 
to prohibit Medigap frrnn filling in mOIe than one-half of the 20% 

rt B coinsurance. Beneficiaries currently holding Medigap plans 
covering the entire 20% c:oinsu:cance would be· exempt from this 
change as long as they renew their current insura.nce.] 

Medicare Market Areas: Hove from counties as the geographic area 
for uniform capitated rates to HSAs plus adjacent rural areas to be 
defined by the Secretary. The federal contribution for a Medicare 
health plan will be the same throughout the Medicare market area. 

Enrollment Process: Medicare beneficiaries will have a 
coordinated annual open enrollment period to choose from all plans 
(including Medigap insurers) offering products to Medicare 
beneficiaries. plans may not discriminate based on health status 
and must take all comers. An appeal process is provided to allow 
beneficiaries to disenroll between annual enrollment periods. 
Medicare beneficiaries will have the opportunity to disenroll if 
their primary care physiciart leaves the plan's network. 

Beneficiaries not selecting coverage thrOugh the enrollment 
process will be automatically enrolled in Medicare fee-for-service, 
unless they selected a health plan in the prior year. 

Uniform Informatioq: The Secretary of HHS ''lill provide to all 
Hedicare beneficiaries in a market area uniform materials for 
enrolling in health plans. The Secretary will also provide uniform 
informational materials including quality information, plan 
features, restrictions and price. Also, the Secretary will review 
and approve all marketing materials to be distributed by plans. 



PAYHENTS TO HEDICARE HEALTH PLJl.NS: 

AAPCCCalculation: Requires that the AAPCC be a direct calculation 
in each market area, adjusted to reflect anomalies like the use of 
military/veterans/other facilities. 

Federal Contribution to Health Plans: 

option 1: (pure price competition) 

The federal contributloD:is calculated as the average of fee­
for-service per capita cost in the market area and the premiums 
submitted by Medicare health plans to the Secretary to provide 
Medicare benefits. 

option 2: (FFS cost is not included in the calculation) 

The federal contribution 'dill be the lower of: 95% of AAPCC 
(adjusted fee for service costs), or the average of the premiums 
submi tted by Medicare health plans to the Secretary to provide 
Medicare benefits. 

The Secretary will determine the amount of savings achieved 
from enrollment in Medicare health plans with federal contributions 
below 95% of AAPCC and ,.,ill have the authority Jco increase this 9.5% 

\0£ F..]\'PCC ceiling in 10yl cost areas. 

lhi..slL..l}.Qju~tment:: Strengthen the risk adjus'cment :by t~xplicitly 
allowing the Secreta.ry. to adjust for heart disease I Ci:mcer, o:c 
stroke. Also, give the Secretary authority to impose penalties on 
plans that knowingly discriminate against beneficiaries based on 
health status. 

Beneficiary Premiums/Rebates: Beneficiaries pay the difference 
between the federal contribution and the total premium charged by 
the health plan they select. If the health plan's premium is less 
than the federal contribution the beneficiary is entitled to aI 

rebate that they may take in cash or apply to supplementary 
coverage. The rebate would be treated as non-taxable income. 

Beneficiaries eligible for Medicare prior to 1999 may always 
enroll in Medicare FFS (regardless of local costs) for the regular 
part B premium only. 

If the federal contribution is less than 95% of AAPCC and the 
beneficiary selects Hedicare FFS, the beneficiary pays an 
additional premium to the Federal Government equal to the 
difference between the federal contribution and 95% of AAPCC. 
(This is only appJicable in. areas w~ere plans, on average, are 
providing Medicaie~benefits for less than FFS.) 

http:Secreta.ry


Assessment of Risk Contracts: Create the Health Plan Payment 
Assessment Commission to provide on-going, comprehensive analysis, 
review, and recommendations regarding l1edicare payments to health 
plans. 

E. 	 Administrative Simplification. 

Gives the Secretary authority to consolidate the functions 
fiscal intennediaries and carriers. 

Provides for coordination of Medicare and suppl~mental 
insurance claims processing."" 

Permits standardized, paperless process. 

F. 	 Improvements inhospi'tal payment methodologies would include: 

1. Medicare Dependent Hospitals: 

o 	 l1aintains Byrd bill provisions that "lOuld (1) base payments on 
a 36 month period beginning with the first day of the COSi: 

reporting period that begins on or after April 1, 1990; (2) 
conform target amounts to extension of additional payment:s i 
and (3) cl" fication of updates. Would extend l1edicaI:c­
dependent hospital c ssification through 1998. 

o 	 Demonstration project regarding pa"yment to larger Hndical~e 
dependent hospitals: The Secretary would establish a 
demonstration project to determine the ef that the use of 
a modified payment system by larger Medicare dependent 
hospitals would have on (1) the cost of' care under l1edicare 
Part A, (2) access of Medicare beneficiaries in rural areas to 
quali ty health care and (3) the development of integrated 
health delivery systems rural areas. During the period of 
the demonstration project, payments to participating hospi ta 
would be equal to the sum of the amount determined on the 
basis of the average hourly wage index computed for the 
nearest urban area in the region in which the project is 
conducted, as adjusted by the national adjusted operating 
standardized labor amount for rural areas. 



2. EACH/RPCH program improvements and extension to all States: 

o Expands the EACH/RPCH program to all states. 

o Treatment of hospital inpatient 
Care Hospital: 

services in a Rural Primary 

Maintains the Byrd bill provisions that (1) a RPCH cannot 
have mor~ than 6 beds; (2) the RPCH cannot perform surgery or 
any service requiring general anesthesia (unless the sk of 
transferring the patient out"reighthe benefits); (3) the 
Secretary can terminate the RPCH designation if the average 
length of stay for the previous year exceeded 72 hours. In 
determining the average· length of stay,. cases which exceed 72 
hours due to inclement weather or other emergency conditions 
are not included in the calculations; and (4) the GAO must 
submit a report determining if the revised RPCH criteria have 
~es~lted in RPCHs providing patient care beyond their 
abilities or have limited RPCHs' abilities to provide needed 
services; (5) eliminates the Byrd provision requirement that 
the attending doctor must fy that,the patient is expected 
to be discharged within 72 hours. 

o Designation of EACH hospitals 

}laintains Byrd bill provisions that (1) urban hospitals 
can be designated as EACHs and do not need to meet the 35 mi 
criteria, but do have to meet all the remaining current law 
criteria. Urban EACHs would s 11 be subject to the Hedicare 
Prospective Pa.ym,,,nt. System; (2) hospi'l:alo located in a.djoining 
states and other;;'lise eligible as EACHs and RPCHs can 
participate in a state's l:"ural .health network and these 
hospitals or facilities are permitted to receive grants 

o Skilled Nursing ~acility Services in RPCHs 

Maintains Byrd bill provisions that permit RPCHs to 
maintain s,.;ing beds except t hat the number of swing beds may 
not exceed the total number of s\ving beds established at the 
time the facility applied for its RPCH designation. Beds in 
a distinct-part SNP do not count towards the total nrunber of 
swing beds. 

o Maintains Byrd bill provision to extend the deadline for the 
development of prospective payment system for inpatient RPCH 
services to January 1, 1996. 

o Payment for outpatient rural primary care hospital services 

The RPCH may be paid by the two payment methods as 
specified under current law until the development of an all 
inclusive PPS".for outpatient RPCH-services in January 1, 1996. 
Customary charges are not ~sed when determining these payment 
rates. 

o Clarification of physician staffing requirement for RPCHs 



Maintain Byrd bill provision which clarifies that 
physician staffing criteria only apply to doctors of medicine 
and osteopathy. 

o· 	 Maintains Byrd bill technical amendments relating to Part A 
deductible, coinsurance and spell of illness. 

o 	 Authorization of Appropriations of $15 million annually for FY 
1990-1998. 

o 	 Anti trust protections: The DOJ /FTC would be instructed to 
issue formal guidelines for EACH/RPCHs. 

o 	 No limitation on number'of. RPCHs in non-EACH states 

The Secretary would be permitted to designate an 
unlimited number of RPCHs in non-EACH states. The RPCHs must 
establish relationships \vi th a full-service rural hospital 
that meet the same criteria as EACHs wi·th the exception of the 
criteria that the EACH have 75 beds. 

o 	 Pilot Program for clinically based alternative to the 72-hour 
rule 

HHS would be required to conduct a lot program that 
would allmv RPCHs to admit patients on a imited DRG basis 
instead of using the 72-hour average length of stay criteria. 

3. 	 Haking HedicaJ- l~.ssis_'tapc~ FacilitLes R..!?rma.pent_ aJ}s:Lav..slil~,Qt~ 
to all States: . 

Codify the l1AF requirements into Medicare I allmving Medicare 
to reimburse on a cost basis those facilities which meet the 1'1AF 
requirements. The key 11AF requirements are (1) the facility is 
located in a county with fewer than 6 residents per square mile or 
is located more than a 35 mi drive or 30 minutes from a full ­
service hospital; (2) provides inpatient care for a period no 
longer than 96 hours, and provides emergency services to ill or 
injured persons prior to admission to the facility or prior to 
their transportation to a full-service hospitali (3) permits a PA 
or NP to admit and treat patients under the medical direction and 
supervision of a physician who need not· be present in such a 

cility. 

Would develop a grant program for states that operate 11AFs. 
The grant program would be modeled.after the EACH/RPCH program. 

4. 	 Extension of the Rural Health Transition 'Grant Program: 

Extends the program through FY 1998 with authorized 
appropriations of ~30 million annually! FY 1993 - 1998. Reports 
from grantees would be required every 12 months. As of October II 
1994, RPCHs are eligible for rural health transition grants. 



r:mDlCA..t:{E REFORl'1 

I . SYSTEH .. REForur: 

Medicare Health Plans: 

Current Law: 	 An eligible organization is a public or. 
private ID10 or competitive medical plan which 
is federally qualified or meets certain 
requirehients ~ 

Proposal: 	 Medicare health plans must be Accountable, 
Health Plans and willing to provide all 
Medicare benefits under a risk contract for a 
uniform monthly premium for a year. Employers 
may sponsor Medicare health plans for former 
or current employees. .This increases the 
choice of plans to beneficiaries -- may be 
PPOs r indemnity plans r traditional HMOs r or 
other insurance arrangements. 

Standard Benefit Packages: 

Ct1)~rent La1¥: 	 Risk contracting HMOs must r at minimum deliv8J: 
Medicare services (defined. in st.atute) . 
Supplements offered by risk contracts and 
retiree wrap-around coverage are not 
standardized. 

There are 10 standardized Medigap insurance 
policies which insurers may offer Medicare 
beneficiaries. 

Proposal: 	 Standardize the Medicare benefit package for 
risk contracts. Risk coritractors may offer 
either the benefit package as provided in 
statute or an alternative package covering 
identical services but with cost-sharing 
consistent with typical managed care practice. 

Standardize . the supplements that risk 
contractors may offer in addition to Medicare 
benefits. Medicare health plans must offer 
two supplements: one which would cover 
catastrophic costs and other items 
traditionally covered in employer-sponsored 

". 	 plans r and o'ne covering outpatient 
prescription drugs. 

The standardized medigap plans would be made 



comparable to the standardized risk contract 
supplements. The current standardized medigap 
plans \\10uld be changed to prohibit medigap 
from filling in more than one-half of the 20% 
part B coinsurance. Beneficiaries currently 
holding medigap plans covering the entire 20% 
coinsurance would be exempt from this change 
as long as they renew their current insurance . 

.Hedicare Market Areas: 

Current Law: 	 The capltated payments to Medicare HMOs is 
determined county by county. 

Proposal: 	 Move from counties as the geographic area for 
uniform capitated rates to MSAs plus adjacent 
rural areas to be def ined by the Secretary. 
The federal contribution for a .Hedicare health 
plan will be the same throughout the Medicare 
market area. 

Enrollment Process: 

Current Law: 	 A participating plan must have an open 
enrollment period of at least 30 days duration 
every year. 

Proposal: 	 All plans (including medigap insurers) 
offering products to Medicare beneficiaries 
must participate in a coordinated process by 
which beneficiaries ...vill select their Medicare 
and supplemental coverage once a year. Plans 
may not discriminate based on health status. 
An appeal process would be provided to allow 
beneficiaries to disenroll between annual 
enrollment periods. Medicare beneficiaries 
will have the opportunity to disenroll if 
their primary care physician leaves the plan's 
network. . 

Beneficiaries not selecting coverage through 
the enrollment process would be automatically 
enrolled in Medicare FFS r unless they selected 
a health plan in the prior year. 

Uniform Information: 

Current Law: ".' 	 Beneficiaries are given general information 
regarding the Medicare program at the time 
they enroll in Medicare. There is no effort 
to compare price, quality or other aspects of 



,':' 

Hedicare HJlOs ,.;ri th Medicare FFS. Information 
mostly relies on the insurance industry's 
marketing efforts. 

Proposal: 	 The . Secretary would provide to all 
beneficiaries in a market area uniform 
materials. for enrolling in health plans. The 
Secretary ,.;rould also provide uniform 
informational materials including quality 
information, plan . features, beneficiary 
restrictions and price. Also, the Secretary 
,'lOuld "'revievl . and approve all marketing 
materials to be distributed'by plans. 

II. PAY11ENTS TO l1EDICARE HEALTH PLANS: 

Federal Contribution to Health Plans: 

Current law: 	 The Secretary calculates the average fee 
service per capita cost nationwide and adjusts 
it by age, sex, institutional status, Medicaid 
eligibility and geographic county. The 
federal contribution is 95% of this amount 
(the AF..PCC). 

Proposal: 

Opt: #: 1 : 	 The federal contribution will be the average 
of fee for service per capita costs and the 
average of the premiums submit~ed by Medicare 
health plans to the Secretary to provide 
Medicare benefits. 

Opt #:2: 	 The federal contribution will be the lower of: 

95% of AAPCC, or 

the average of 	the premiums submitted by 
Medicare health plans to the Secretary to 
provide Medicare benefits. 

Beneficiary Premiums/Rebates: 

Current law: 	 Beneficiaries pay the part B premium to the 
Federal Government and pay any additional 
premium to the Medicare HMOs directly for 
Medicare benefits. or supplementary coverage.

"':.., 

Medicare ID10s may not give beneficiaries 
rebates on their part Bpremium, but are 
required instead to increase benefits. 



Proposal: 	 Beneficiaries continue to pay part B premium 
to the Federal Government. 

Beneficiaries continue to pay the difference 
between the federal contribution and the total 
premium charged by the health plan they 
select. If the health plan's premium is less 
than the federal contribution, the beneficiary 
is entitled to a rebate that they may take in 
cash or apply to suppiementary coverage. The 
repate would be treated as non-taxable income. 

If the federal contribution is less than 95% 
of AAPCC and the beneficiary selects Medicare 
FFS, the beneficiary pays an additional 
premium to the Federal Government equal to the 
difference· bet'Vleen the federal contribution 
and 95% of AAPCC. This requirement is waived 
for all beneficiaries eligible for Medicare 
prior to 1999, who can always enroll in 
l1edicare FFS for the regular part B premium 
only. 

Refinements to 	the AAPCC Calculation: 

Current law: 	 The AAPCC is an indirect calculation, and includes 
aberrations (working aged( use of 
military/veterans/other facilities). 

Proposal: 	 Require that the AAPCC be a direct calculation in 
each market area, adjusted to reflect anomalies 
like the use of military/veterans/other facilities. 

Risk Adjustment: 

Current Lm.;r: 	 Risk adjusts for age I gender I institutional 
status I Medicaid eligibility and geographic 
county. Although the Secretary has the 
authority to add a health status adjuster, no 
adjustment is currently made. 

[Matn.matica's December 1993 study cited the 
lack of a health status risk ad juster as a 
reason why Medicare paid more for enrollees in 
managed care than it should have.] 

Proposal: Strengthen the risk adjustment by explicitly 
lmying the Secretary to adjust for heart 

,,~. 	 disease, cancer or stroke. Also I give the 
Se9retary authority to impose penal ties on 
plans that knowingly discriminate against 
beneficiaries based on health status. 



Low Cost Market Areas: 

Current Law: 	 There is no allowance under current law for 
increasing the federal contribution in low 
cost areas. Consequently I Medicare HI·ms have 
concentrated in high cost areas where the 
capitated payment is very high relative to 
more of the country. 

Proposal: 	 The Secretary will. determine the amount of 
savings achieved from enrollment in Medicare 
health-~lans with federal contributions below 
95% of AAPCC. The Secretary ,viII have the 
authority to increase this 95% of AAPCC 
ceiling in low cost areas. 

Assessment of Medicare Risk Contracting: 

Current Law: 	 The Prospective Payment Assessment Commission 
provides recommendations to the Congress on 
payment methodologies for hospitals and other 
services covered under Medicare part A. The 
Physician Payment Review Commission provides 
recommendations regarding physician payment 
and other services covered under part B. 

Proposal: 	 Create the Health Plan Payment Assessment 
Commission to provide on-going, comprehensivG 
analysis I revievll and recommendations 
regarding Medicare payments to health plans. 

==-=- HEDICARE SIMPLIFICATION: 

Medicare simplification: 

Current Law: 	 Medicare services are paid through fiscal 
intermediaries and carriers. 

Proposal: 	 Gives the Secretary authority to consolidate 
the functions of fiscal intermediaries and 
carriers. 

Provides for coordination of Medicare and 
supplemental insurance claims processing. 

Permits standardized l paperless process. 
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IV. I1EDICARE COST CONTAINMENT 

Cost containment: 

Current law: 	 Medicare pays physician services based on a fee 
schedule. Hospitals are paid on a per episode 
capitated fee. In addition, Congress has reduced 
provider payments repeatedly over the years to 
achieve fur~~er savings in the program. 

Proposal: 	 Replace the proposed across the board cuts with a 
local growth target in market areas with l1edicare 
costs of at least 90% of the nationa:l average. 
This limit could include all providers (FFS and 
hea I th plans) ... 

Also, we would 	like to propose the following: 

Provide for demo projects to test.the feasibility 
of establishing volume performance standards by or 
within states, specialties, hospital medical staff, 
or groups of physicians. [This provision was 
introduced in 1991 by Senators Rockefeller and 
Durenberger. I understand the Administration has 
been looking at doing this.] 



I . COST CONTAINMENT: 

A. AUTO¥~TIC FAIL SAFE BUDGET PROTECTION 

A baseline of federal health expenditures (projec~ed Medicare 

and ~·~edicaid, spendino less r-eiorms included in ::::'e proposal 


"\ and i:1cl uding tax sp-endi:ng) is established. I:: addi tlonal 

'.~ ,;;;)' savi.ngs are achieved, :.:-;e voucher phase-in is accelerated. If 


. V-- savi:nos are less t;;an c.:1ticiDated, the followinc c.utomatic 

'I ,,' actions will occur to prevent deficit spending -- -the voucher
:/;./, ,Q,.r 	 __

r' S"·'''''/· phase-in is delayed, ....he c.ssessmerit on high COSt insurance 
i.,..J ~ ~J plans is, 'bilp5~GlilEUd , the expanded 'tax deduction phase-in is 
r ~./ "slQ";~7ed down and out-oi-pocket limit is increased for health 

.~ ~r:ance -,- or Cong-ress :may· act on an alternative 
" ' J-;J..' recornmenda tion by the HealthCoirunis sion. 

IJt~' , 	 ' 
B. PENALTY FOR HIGH COST HEALTH PLANS DESCRIPTION NEEDED 

C~ INDIVIDUAL AND SMALL EMPLOYER PURCHASING GROUPS 

~':idual and c:-:',all erupioyer purchasirl:g group-s--:-> The 
membership of these purchasing groups WiSe limited to 
employers and employees in businesses of 100 or fewer 
employees, and to all other individuals enrolled in a 
health plan who live or work in 't:::hie:State designated area. 
Nothing in this Act reQuires the establishment of a 
purchasing, g::-oup-- nor prohibits t.he estab~.:!-shment o~~more, i 
than one -- .ln an area. --I't-. s~ ,;; 1.....st_rZl ""G.,,,,,~ ',' ,~~ l~ .' ~ (, "­.,.., • . 	 ~,:/).i ~/ . t f<P .. I',q--.,.....>i "",:p..:;, Ct:.> <CV.... 0y ,...; ....<••P C'/~1,,_ I ~~/'< <-..-l.: ~ ..tP 1.:.' /:' c...! , , ~ 
Establishment,' Organization, Duties . /,"'<'~;:v...."i"""'"h.< J;?r,"y("

) r- e,' 
I A,,--:J"7.. 

An individual and small employer purchasing group will ,be 
required to: 

c.. ...J.;r~l ..-~ if: 

• be chartered under state law and operated asa~not-for­
profit corporation (insurers are prohibited from forming 
small employer purchasing grOups or having a majority vote); 

• 	 be governed by a Board of Directors consisting of members of 
the group; 

• 	 fulfill the following duties: 

enter ~nto agreements with qualified health plans; 

..... , 'market 

State 


enter i.n{:,o· agreements with s,mall employers 
and individuals; 

, t,.' -')" ~ 

,~ 'i~iJ; 



=lssemlna~e s~andardized i~fo~a~ion to members 
::-egarding price, c:u~ccmes, )::nrollee satisfac~ion, =.nd 
;)~her i.nformation Dertainino t.o the quality of -::::'e 
:)lans offered 'wi thin t::e oroup', as well as - info:::::nat.ion 
~egarding ot.her ~ualified-pla~s dperat.ing within ~::e 
Sta~e signated a:r;ea; '7f'-L. • 

~'.... < .: ...... ' .\,.A,..-t.... ~" /".'~ t~\ " 

::)ffeJ;:.......e-:tigible individuals the opportuni ty to e,!1rcll in 
a.... ~\.:.a.J.' -:-'.ed generc;.~., a.c..c.ess p" aJ1, and to change :::la!1s 
through an open season proces~. . -,. 'J 

I . " j • ~ . ::>.-! .:'7", -Tt- 1""-., \..L 1'+ ~~ c....J'" 4- c.... I 'rr,1" L..." ~"-'l..", <..........-:'~-:. '-"...!!..-. ..::... ,....... " ......~'" it 

D. ACCOUNTABLE HEALTH PLANS 

( 1) .3TANDARDS FOR "_CCOUNTABLE HEALTH PLANS: The National 
Assc'ciation of Insurance Commissioners (NAIC) is direct.ed to 
develop standards for health plans within six months of 
en,ac:.:nent. In most cases, states will determine whether or 
not.·2. plan meets these standards. In the event'the NAIC 
does not meet the deadline, the Secretary of Health ~nd 
Human Services (HHS) will finalize standards within one vear 
of :;::"'!actment.. 

Qualified health plans must: 

• guarantee eligibility to all applicants; 

• guaran~ee availability of covered services throughout. 
the state designa~ed area in which the plan is offered; 

• , guarantee renewal to all enrollees, except in inst.ances 
of· non-payment of premiums,' fraud or misrepresentation, 
or relocation butside the,area; 

• not diSCriminate on the basis of health status; 

• not deny or limit coverage based upon preexisting 
conditions; ( C(I 6h."..~ -1~r- f·~r~ r; '!- > ) 

• offer the benefit packages to all enrollees, and 
throughout the entire state designated area 
,(supplemental benefits would have to be priced and 
offered separa~ely); 

provide for ~'./{":&l~rCI';-~~~'· resolv~ benefit, service and• medical liability disputes; 

• ~eet financial solvency, enrollment and quality 
assurance criteria; 

• mee't premium payment and collection criteria; 

compl/J'lth rating require~ents that limit the• variation in premiums charged within a state designated 

http:direct.ed


area to :~~~~v s~a~us ena age; 


-

• 	 participa~e i~ a r~SK adjustmen~ program of the State 

(or the~HS Secretary) to equalize tte risk among plans 
so no plan is penalized for having ~=~ many poor health 
partici:;:an~s; 

comply '.,'ith administraT.ive sT.andards e.nd reporting 
reauiremen~s;. 	 .' 

• meet requirements for design~T.~d underserved areas; 

! '. 


provide, at leasT. once a year, sueh ::1formation .a5=4;-he 

. State or .... he ii:1fj _,S9Gr...@.t,.a-J;¥--...(...de~-~~s----t:h-e­


-o:ppropriel..8 <-@x t':'£ying, 6udi'&L~:"::!,~. iCG::tS- necessary to 

evaluate t:heperformance of the plan, and prepare 

comparative materials for review by c~nsumers. 


E.STANDARD BE~EFIT PACKAGE 


/' Covered Services: A qualified heal·th plan shall provide for 

" coverage of the items and services described below only for
-' trea. tment and diagnostic' procedures arerr:edically necessary d r 


L
~ appropriate as defined in S. 1770 as amended by ~ 

~erger: .' . 


• 	 I~J::tmTc=:mj--outpati-en t -'ca re . 

• 	 Emergency, including appropriate transport services. 

• 	 Clinical preventive services, including services for 
high risk populations, immunizations, tests, or 
clinician visits. . 

• 	 Mental illness and substance abuse. 

• 	 Family planning and services for pregnant women. 

• 	 Hospice care. 

• 	 Home health care. 

• 	 Outpatient laboratory, radiology and diagnostic. 

• 	 Outpatient prescription drugs and biologicals. 

• 	 Outpatient rehabilitation services,' 

• 	 Vision care, hearing aids and dental care for 

individuals under 22 years of age. 


• 	 Investig:;ational treatments:' 

mailto:S9Gr...@.t,.a-J
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REQUIREMENTS ON L?~GE L~LOYER P4ANS 

~equiremen~s :c~ ~=rge e~ployer plans, i~cluding multiple 
employer purchasing g~oups, ~ultiemployer and self-insured 
plans. General:y, :.he·insurance market reiorm standards 
that apply to t~e i~dividual and small employer group market 
also apply to large ~mplo~er plans. However, the rules vary 
somewhat, since ~any large employer plans are self-insured 
or operate on a~ i~~erstate basis. Health plans offered 
under the Federal Employees Health Benefit Program (FEHBP) 
must meet th~ standards for large ~mploy~r plans. Neither 
large employers, ~or their employe~smay purchase insurance 
through an iDdividual and small employer purchasing group. 
However, large e:nployeis, are free to form purchasing groups 
of their Ow"11, c:: 'wi th o'ther:large employers. 

Standards for Large Employer Plans 

The HRS Secretary shall develop standards for large employer 
olans to reauire that they:..... ... .­

• guarantee availability to all eligible employees (with 
certain excep~i6ns for collectively bargained plans)i 

• not discriillinate on the basis of health status; 

• prohibit exclusion of 
conditions; 

coverage based upon preexisting 

• guarantee to all enrollees coverage 
health benefitsi 

for the standard 

• meet quality assurance criteria; 

• provide standardized information 
performance of the plan. 

to evaluate the 

The Secretary of Labor shall develop standards for large 
employer plans to require that they: 

• 	 meet financial solvency requirements, consistent with 
Section 414 of ERISA; 

• 	 meet premium payment and collection criteria; 

[ provide mediation procedures for hearing and resolving 
malpractice claims;] 

• offer both the standard and catastrophic benefit 
packages; 

'.. "":...~

• 	 provide 
~.' 

an alternative plan if more than 50% of the 



eligible employees so elect (applies only ~nen ~~e 
employer makes no ccntri:;utJon 'L.O the olan 0:1 behalf of 
its employeeS)i 

a provide for equitable enrollmen~ criteria. 

Corrective Action/Disqualifications/Termination: If eii:her 
Sec=et.ary, or a Dlan 5Donsor, determines that a DIan cannot 
meet. ~hese stand~rds, ~crreci:ive aCi:ions must ~e-'L.aken 
wii:~in 90 days .. If cor=ections cannot be made, t.he t.~o 
Sec=et.aries shall develoD an action DIan for ccncludin~ i:he- . -	 ~ 

arralrs of the plan and for requiring conting~ni: coverage 
for ~he effected employees. . 

G. INSURANCE MARKET REFORMS 

Consumer proteci:ion and market reforms. These include 
requiring brokers or insurers who offer coverage in a 
qua'lified health plan, outside of a purchasing group, ::0 
furnish prospeci:ive enrollees with standardized informai:ion 
provided by the State on all qualified health plans ~ithin 
the State designated area; prohibiting insurers offering 
health plans from charging discrimina'L.ory commissions or 
prices based upon health statusi prohibiting insurers 
offering health plans from conditioning the purchase of a 
qualified plan on the purchase of other insurance products. 

H. AMENDMENTS TO ERISA 

This part conforms the. Employee Retirement Income Security 
Act (ERISA) with the standards applicable to large employer 
plans (ihcluding self-insured, fully insured and multi-state .. 

'oJ plans) under the bill. It eliminates the applicability of 
ERISA to small employer health plans and large employer 
health plans that are fully insured. It grandfathers . 
certain existing M~ltiple Employ~r Welfare Arrangements 
(MEWAS), and restrlcts the creatlon of new MEWAs to those 

(. 	 who can meet specified certification requirements.' And, it 
provides for repeal of COBRA upon full implementation of the 
HEART Act. 

Coverage of Group Health Plans: Current ERISA law is 
retained with respect to self-insured health plans. 
However, ERISA does not apply to he~lth coverage provided 
through an insured health plan. Exc~pt in the limited 
instances where another exception applies, those plans not 
regulated under ERISA will be regulated under the 
appropriate State authorities. plans regulated by ERISA 
must comply with various sections of current ERISA law 
regarding claims procedure, civil enforcement and related 
issues, . under the oversight of the Secretary of Labor. They 
must also me~~ new reporting and. disclosure requirements 
which may include expedited reporting. 



TreaLment of Multiple Employer ~elfare Pxrangemen~s 
(MEWAs): :':E'I-\lAs providina hea1::'11- penefits that receive 
cer::.!fication by-the Sec~e~ary of Labor will be- trea~eci 
as ::::roe emolover plans. :·1DvAs seekino La commence 
operations ~it~r J~nuary 1, 1994, ~ay ;nly do so upon 
cer~!ficaticn bv the Sec=e~arv of Labor ~hat the 
arra:1gemen~ 7:1eets speci:i.ed c:'i~eria (e. 0'1 'solely 
provides medical care, is organized by a group with a 
purpose other than providing health insurance, and is 
sponsored by an entity described i~ this Act)., 

Revision of COBRA Continuation-of-Benefits 
Requirements: Repeals COBRA continuation-of-benefits 
requirements upori ful~:implementation of this Act l 
since market' reforms c6n~ained. in the F.Ct -",ill provide 
all eligible employees with guaranteed access to 
conI.inued coverage. 

I. ROL~ AND STRUCTURE OF NATIONAL HEALTH BOARD 
c.. r""~ .~.o;:;,;,.. 

The ~ would be authorized to: develop recommendations to 
clarify covered benefits and cost-sharing; develop interim 
coverage decisions in limited circumstances; consult with 
expert groups for appropriate schedules for covered 
services; propose modificaI.ions to the benefits package that 
would not go into effect unless enacted by Congress under 
base-closing procedures. ' 

Congressional priorities: within the constraints of the 
actuarial limits, Congress directs the Commission to adhere, 
to the following priorities. 

a )['parity for mental heal tn, with emphasis on designating 
a set of managed mental health services for maximum 
flexibility and efficiency . 

b) 	 consideration for needs of children and vulnerable 

~opula~ions, including rural and underserved persons. 


C) (H .-"'.....A. C-'1, 	 ' 

The standard benefit package can not exceed the actua~ial 

value equivalent of the Blue Cross/Blue Shield Standard 

Option under the Federal Employees Health Benefits program. 


The'board shal,l establish mul tiple cost sharing schedules 1
that vary depending on the delivery system by which health 

'care is delivered to·individuals enrolled in a qualified 
health plan as well as a "catastrophicn (high deductible) 
option designed to prev,ent adverse, riSk. selection when " J 
combin~d wit~ .t~e fl.,'sk ~djU, stm,ent.s called .:for in ~fll.r 1-t... 

, ""<.. c...t../-t'...,,4J _ vc..:.J"" ~'\.?1. e ~'~ Ttl L.'~ ~ G: I 
: ::- ~1i... t-..J t-/c) s i-c:. ~l C- . ' 

EstablishmeIlt", quties, Opdra:ion: The Health Board shall be: 

http:speci:i.ed
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~ ~DDoi~~sd t~ ~ne P=esiden~, in consultation with the 
ershipi 

• :-harged 'hi develooment and subsequent modification OI 
::etai~s.j erit ?ackagesj 

J:'//
If ::.11e Boar:: ':'s advised by the Direc~or ot 01~B that ~ 1. --D;
baseline sr:;endi~a has been exceeded, -it l"!':.:.y aubmit. ,--r-G Go'~ '" ~ 
:?:-e~ended :?:',eGi; -=,JcaE':"c.Is to the Congress to close the gap . 

.. ~!".... ,.\ ~'" ,....-- ..."- .~ ..... ') 

If ~he Board fails to submit such;recommendations, or 
Congress fails to adopt them, then the following automatic 
actions wil! occur to prevent defi~it spending: 

.- .•"........"'''J . . 	 ., 

implemen~a'Cion of·:,F'.~ assessment on high cost insurance_._\.. 

anSi ­
a reduc'Cion in eligibility for the voucher program 
a reduc't:ion in the expansion of the tax deduction 
an increase in the oui-oi-pocket limit for health 
insurance. 

J. 	 STATE AND FEDERAL RESPONSIBILITIES IN RELATION TO QUALIFIED 
HEALTH PLANS 

STATE RESPONSIBILITIES: Sets forth state responsibilities" 
including the designation of areas; certification of plan 
compliance with insurance market reform standards; 
development oi risk adjustment programs; and, other 
important duties. As certifying authorities, the states 
will playa critical role in ensuring fair competition among 
qualified plans, appropriate consumer protections, and the 
provision of standardized plan comparison information to 
consumers. 

State Programs: ';Yi thin one year of the promulgation of 
insurance reform standards, each state must establish a 
program to carry out the following responsibilities: 

• 	 divide the state into one or more areas, the boundaries 
of which may be revised periodically, and/or make 
agreements with other contiguous states to set up 
interstate areas (no metropolitan statistical area may 
be incorporated into more than one area; and each area 
may not consist of less than 250,000 residents; 

• 	 provide procedures for the, establishment and operation 
of individual and small employer purchasing groups, . 
including specifying the voting rights of purchasing 
group members; 

• 	 prepare and make available information about prices, 

outcome.s~ and enrollee satisfaction for each qualified 

health plan operating within the state; 


http:JcaE':"c.Is


es~ablish e risk ediu~~men~ ~roaram ~~ ensure a 
balanced ~'s~ri i~n of risk a~ona i~di~idual and 
small emDlover ~lans operaiing wit~in each specified 
area; 

es~ablish an arbi~ration process wnlC~ mus~ be used by 
plans·to rssolve disputes concerning payment claims ;r 
provision of benefits under a qualified health plan, 
requests fer preau~horization of items or services, or 
determina~io:1s by plans that items or services are no~ 
medically ~scessary or appropriate; 

• 	 specify an annual open enrollment period of not less 
than. 30 days. 

Waiver of Requirements Each state may submit an application 
to waive therequirernen~s relating to the trea~rnent of . 
metropolitan statistical area~ in drawing the boundaries of 
specified areas and the corporate structure of a purchasing 
group. The HHS Secre~ary will establi~h criteria and an 
expedited procedure for the consideration of t~ese waiver 
applications. Limitations to theS~waivers are as follows: 

oin establishing boundaries for each specified area, a ' 
state may not discriminate on the basis of race, 
religion, national origin, socio-economic status, 
disability or perceived health status; 

• 	 the waiver process may not be used to establish a 
single-payer system. 

K. FEDERAL RESPONSIBILITIES 

Sets forth certain authorities for the HHS Secretary as 
follows: 

• act as a· state program for health plans offered by. an 
employer with employees in two or more states; 

• designate State specified areas l if a State fails to 
make such designations; 

• 	 act as a state program if the state progr~~ is not in 
compliance with the requirements of this Act; 

• 	 establish rules l identifying the state (and State 
specified area) in which individuals reside. 



I I. 	 UNIVERSAL COVERAGE 

;rovides access to health i~5~rance coverage under a qualified 
~ealth plan for all U.S. c:~:zens and lawful residen~s D8t 
c8':ered :.:.nder l1edicare; '::21:.5 for-ch e1ioi;:,i Ii tv and ?rograrnma~ic 
r2cuiremen~s for low-incoille a5sis~ance ~ouchers to helD Day for 
~e2lth o':'an oremiums, 5e~s a r.iille1:.able to reach universal 
=8verag~ by ~he year 2002, a~d es~ablishes ~ baseline for Federal 
health expenditures. 

Voucher Phase-In 

& 	 Low~income individuals ~ill receive vouchers to purchase 

heal th insurance: 3v",19,97 , individuals and families wi ~h 

incomes. below 90% of-th~"federal oove~ty level (who are not 

eligible for Medicaid) ~illreceive a voucher to purchase 

health care insurance through qualified health plans in the 

small employer and individual marketplace. By 2002 the 

coverage will increase '"Co 240% of poverty. At 100%, the 

subsidy covers the full premium, up to the "applicable 

dollar limitH; federal assis1:.ance chases out at 240% of 

pover~y. 

Expanded Access to Employer PlaDS 

• 	 Employers are required to make available to eligible 
employees enrollment in a qualified health plan for all 
eligible employees. Employers must provide information on 
plans available in the local area. Empioyers must provide 
for a payroll deduction when notified of the employee' s 
enrollment in a qualified health .plan, if authorized by the 
employee. Employers are neither required, nor precluded 
from contributing to the cost of employee health coverage. 

UNIVERSAL COVERAGE· 

The Health Board would report to Congress every 2 years on the 
demographies of the uninsured! and its findings on why thos 
individuals were uninsured. 

In the event 96% of all Americans do not have health insurance by 
2002, the Board will develop a package of recommendations to 
Congress designed to reach univers~l coverage. 

If Congress failed to act on the Health Board package or defeated 
it without enacting an alternative, an automatic ftFree-Rider n 

penalty would be imposed upon: 

Individuals who do not procure coverage (a special 
provisiGp will" be included 'allowing childless 
individuals under 30 to purchase catastrophic coverage 



:ns~e2d of ~ne unifcrm teneti~ ~lanl. 

ACCESS FOR THE UNDERSERVED 

Community-Based Primary Care Grant Program 

The ~~s Secretary will es~ablish a program ~o adminis~e= 
aran~s ~: s~ates for ~he Duroose of creating or enhanci~= 
~ommuni -based primary care en~l"Cies that provide services ~:J 
Ibw-inco~e or medically underserved populations. This p=ovision 
is desi to complement the exis ng£ederal Community and 
~igran~ ~ealth Genter programs by makin~· flexible funding 
aval1aD~e ~o local pu~lic_he~lth departments, rural hospitals, 
and other public and privat~ community care entities. 

The :ntent is to better address the needs of those reaicns 
of the ccuntry with few federal Community and Migrant Health 
Centers ~nd to assist facilitLes which may be providing low~cost 
primary caret but may not possess a wide enough array of services 
or personnel to qualify as Community Health Centers. 

Enhanced· Assistance for Community Health Centers and 
Federally Qualified Health Centers 

o 	 Expanded. resources wili be provided for the current 

Community and Migrant Health Center programs, and the 

rela~ed Federally Qualified Health Center program; 


• 	 this provision is intended to complement the state-based 
community primary care grant program described above. 30th 
provisions are aimed at addressing the shrinking 
availability of primary health car~ services in the 
coun~ry/s rural and inner-city communities. 

Tax Incentives for Pia~tice in Rural, Frontier, and 
urban Underserved Areas 

• 	 Physicians practicing in rural t frontier, or unde~served 
urban areas are allowed a tax credit equal to $1,000 a 
month. Nurse practitioners and physician assistants would 
also eligible for a similar credit equal to $500 per 
month; 

• 	 loan repayments under the National Health Service Corps Loan 
Repayment Program are excluded from taxable incomei 

• 	 the cost of medical equipment I limited to $32,500 annually, 
used by a physician in a rural health professional shortage 
area can be immediately expensed; 

• 	 interest, ur ~o $5,000 annually~ paid on education lo~ns of 
a physician,." --registered nurse, nurse practitioner I or 
physician's assistant is allowed as an itemized deduction if 



- -

individ~al a=rees ~o c~~~e i~ a r~=al community. 

Development of Networks of Care-in Rural and Frontier 
Areas 

~he HHS Secretary is au~horized to waive certain Medicare 
and Medicaid reauirements for demonstration Drojec~s to 
OD~rate rural h~alth networks. Public D~ivate entities 
m~y apply f~r such waivers. ~he Secretary ~ay award grants 
~o assist craaniza~ions in rural 

. . 
ne~works olanning; 

o 	 the Secretary will conduct as~udybn the benefits of 

ceveloping a sup,plemental benefit :p'ackage and making 

available oremiu.."';1S ~hat'will imorove C.ccess to health 

services i~ rural are~~. -' - ­

Rural and Frontier Emergency Care 

A ~uralemergency medical services program is established to 
improve emergency medical services (EMS) operating in rural and 
frontier communities. This program will: 

o 	 offer a matching grant program for improving state 'EMS 

services. These grants will encourage better training for 

health professionals and provide necessary technical 

assistance to public and private entities-which provide 

emerg~ncy medical services; 


e' 	 provide federal grants to states for telecommunications 

demonstraticn projects linking. rural and urban health care 

facilities; 


e 	 establish an Office of Emergency Medical Services to provide 
technical assistance to state EMS programs; 

• 	 federal grant suppor~ will also be provided to the states 
for the development of air transport systems to enhance 
access to emergency medical services. 

Rural- community hospitals meeting eligibility criteria may 
qualify as Rural Emergency Access Community Hospitals (REACHs). 
This program will, permit existing rural community hospitals 
participating in the Medicare progra~ to maintain their current 
status if they meet standards of eligibility as a rural emergency 
access facility. Current special reimbursement to small rural 
Medicare--dependent hospitals enacted in Omnibus Budget 
Reconciliation Act of 1989 will be extended. 

PRIMARY CARE PROVIDER EDUCATION 

This subtitle~ features mechanisms to increase the number of 
primary care physicians. 



Medicare GME Demonstra~ion Project 

-
• 	 The Secre~arY "I'i.':'':' cll:::·.~· uo to s.even states "1:0 exoeriment 

with Medicare di~e~~ c~aduate medical educa~ion (DME) 
paymem:.s to i::c::::e5.se ~::e number of primary care physicians.' 
Under thisD~oar5.~, cualifyino states may use different 
weighting fac~;rs, or a community-based health care training 
consortia, t.o di~e~~'c. a::eat:er share of itsDHE funds for 
primary care neQ~cal ed~cat:ion. A consort:i~ will be 
composed 6f teacr.':'ng hospitals, medical schools, and 
ambulatory t::aini:::o si~esf with the goal of increasing the' 
number of- primary care :;:'roviders; , , 

o 	 up to seven training ~6nsortia nationwide will be eligible 
to receive Medica~e DM£~~iv~rs directly from the S~cretary. 
Each such consor1:':':..unwi'i"lbe 'permitted,to determine the most 
appropriate mechanism 1:0 use its DME resources to increase 
the, number of pri:::ary care providers, including distributing 
funding to medical schools. 

Community-Based Physician Training 

:-1edical resident -=::aini:r:g time in non-hospi tal-owlled 
community-based set:tings will begin to be counted in the 
determination of £ull~time-equivalent residents for the 
purpose of making Xedicare DME payments with the goal of 
moving more residency t=aining out of hospitals and into the 
community; 

• 	 for the purpose Medicare indirect graduate medical 
education payment:s (IME), training time in non-hospital ­
owned ambulatorv. Eettinos will be counted in the 
determination of full-tIme-eouivalent residents with the 
goal bf providing equal ince~tives for hospitals to train 
primary care r~sidents and sub-specialty residents. In 
addition, per-institution IME payments are adjusted to 
assure budget neutrality. 

Expansion of National Health Service Corps 

• 	 Increases funding for the National Health Service Corps 
sch'olarship and the State Loan Repayment programs. 

Increased Resources for Primary Care Health Professions 
Training 

Enhances resources for Public Health Service programs which 
support training of primary care providers as follows: 

• increases funding for programs under Title VII of the Public 
Health Service Act for the training of family physicians, 
general internists, and general pediatricians; 

..... ":; 

• creates a new scholarship program and increases Title VII 
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Public Health Service Ac~ funding fDr physician a5sistan~s; 

inc=eases Title VII Public ~eal~h Service Act funding for 
~ur5e practi oner trai~ing and scholarship programs. 

State Programs for Non-Physician Providers 

A demonstration oroaram is crea~ed to~ states and nen-profit 
orcariizations ~o-ex;eriDen~ wi~h chanaes in s~ate scooe-of­
prac~ice laws for nurse practitioners~and physician ­
assistan~s, the retrainina of subsoecialists to deliver 
priffiary care, and other ~echanisms-to increase ~he supply of 
primary care providers. 

PROGRAMS RELATING TO PRIMARY. ANn PREVENTIVE CARE SERVICES 

This subtitle enhances state and federal maternal and child 

heal th a'nd social services programs and comprehensive school 

heal~h educati6n programs. 


Maternal and Child Health Coordination 

A sLate grant program is established to decrease inianL 
morbidity, reduce low-birth weight infants, and to improve 
overall maternal and child health. These grants will be used by 
sLa~es to develop and implement coordinated, multi sciplinary, 
and comprehensive primary health care and social services, as 
well as health and nutrition educa~ion programs. A state 
receiving a grant will use such funds to coordinate a broad range 
of state and federal programs. 

School'Health Education 

Current school health education programs for elementary and 
secondary school students are improved. States receiving grants 
under this program will distribute such funds to educational 
agencies and consor~ia to establish, operate and improve local 
programs for 

, 
comprehensive health edtication,-and orevention. 

TAX AND ENFORCEMENT PROVISIONS 

GENERAL TAX PROVISIONS 


This subtitle provides for the tax treatment of employer and 

employee contributions to health plans ,and medical savings 


accounts. 


Employer Contributions 


.Employer contr.,iputions to qualified health plans are excluded 

from employee inc:o]ne. This exclusion is limited to the weighted 


average cost of the lowest priced one-half of the qualified plans 




0i£e~ed i~ t~e HCCA (this • i:able dollar limi~" ~il1 va 
jased en family e~rollmen~ s~a~us apd the a of the principal 

lee ~; 

Gcontrijutions ~o qualified lth plans in excess of the limit, 
or ~~ ~on-qualified health amoun~, are taxable to 

eyee; 

othe employer's deduction for con~~~~u~ions ~o a qualified health 
DIan 	is 1: to the applicable c~llar limit for each emolovee. 

Contributions by Individuals and the Self-Employed 

OThe health insur~nce deduction for self~employed persons is 
extended permanen~ly and~'-increased to cover 100% of the cost of 
qualified health plans, stibj to the applicable dollar limit; 

ethe m~d~cal expense deduction for health insurance premiums for 
individuals is increased to oermit the deduction of 100% of the 

taxpayer's cost for a quqllf health plan, subject to the 
applicable dollar limit. 

PROVISIONS RELATING TO 
ACCELERATED DEATH BENEFITS 

This subtitle clarifies i~cometax treatment of 
accelerated death benefits paid to ~erminally ill persons. 
Paymen~s made under a qualified terminal illness rider can be 
received tax-free as if they were paid after the insured's death. 

LONG-TERM CARE PROVISIONS 

This subtitle provides tax incen"tives for long-term care, 
including a medical expense deductien for long-term care services 
and tax benefits for the purchase of long-term care insurance. 
This subtitle also establishes consumer protection provisions 
applicable to such policies. 

Qualified Long-Term Care Treated as Medical Care 

• 	 Expenditures for qualified long-term care (QLTC) services 
are deductible as medical expenses. Such services include 
diagnostic, preventive therapeutic, rehabilitative,t 

maintenance and personal care. Provision of such services 
must 	be contingent upon certification of impairment in three 
or more activities of daily living by a licensed health care 
practitioner. 

Treatment of Long-Term Care Insurance or Plans 

• 	 Employer provided long-term care coverage which meets 
certain cons~er protection standards promulgated by the 
NAIC, is e~c~uded from an employee's taxable income. 
Premiums paid by an individual for qualified long-term care 



=re deduc1::":::':"e Jiledical :;·:pense: 

qualified ':"::ig-c.:rTI1 care coverage may provide benefits in 
the £onn 0: c. ::,er ::::iem as long as such amoun1: does n01: 
exceedS100 ;er ==y. 

Requiremen1:s for Issuers of Long-Term Care Insurance 

A penalty c: SlOO per cay per policy shall be iJilPosed on 
long-tenn c=.re L:3uers failing to IT,ee1: NAIC s1:andards. 

Uniform Language and Definitions :~. 

NAIC is dirested ~o ~romulqa1:e st~ndards for the use of 
unlIonn lang'..lage and:'aefinI tions in long-term care insurance 
policies, '.,·:'1:h Dermiss·{ble. variations' to take into accoun1: 
differences :':1 sc.B.telicensing requiremen1:s for long-tenn 
care Drovicers. 

QUALITY ASSURANCE AND SIMPLIFICATION 

Under this subtitle, qualified health plans are required to 
annually report =ata .on the quality of their services, including 
treatment outcomes and effec1:iveness to the HHS Secretiry, their 
certifying state, purc~asing groups, and to individuals enrolled 
in the plan. The standards for quality assurance' programs and 
the fonnat for q~ality data are to be set by regulation. 

PART I - STANDARDS AND MEASUREMENTS OF QUALITY 

The Secretary will consult with private entities to develop 
standards wiih which the quality assurance programs must comply. 
These standards will require that a qualified health plan 
annually provide quality data and infonnation to the Secretary, 
the relevant HCCA and to individuals enrolled in such plan. The 
standards will protec1: the confidentiality of individual 
enrollees. Beginning in 1996, the Secre1:ary will publish an 
annual report -- to be distributed to each qualified health plan, 
purchasing group, Governor and State legislature -- on 
expenditures, volume and prices for procedures. This report will 
identify: 

procedures for which there appear to be the 
greatest need to develop valid protocols for 
clinical decision-making and review; 

procedures for which there appear to be the 
greatest need for strengthening competitive 
purchasing; 

states ~nd localities requiring additional 
cost co~trol measures~ 



~ specialized cen~er cf care may submit to the SecretarY 
: _':":1ical end' other .:..::::crma-c':"on beari;o en t:he c·...:ali :"\~ of care it 
:;r-:;vloes. Such inior.:1aT.ion Ehall in.elude suff{:::ienT.-data to take 
~~~o account outcomes and risk factors associa~ed with treatment 
~~rough such centers. ?he ~ecretary will develop cc~parative 
: ::-.:or:mation regarding ~:-,e p,eriormance '9f such centers wi th the 
relative performance of other facilities provicii:1g i:~e same 
Eervices. 

The Secretary will studv the feasibility of creating an 
Agency for Clinical Evaluati;ns under which the followina will b~ 

.:::nsolidated: 

Administrator, Health Care Policy and 
Research (J..HCPR }.;, 

Director, National Cente~ for Health 
Statistics; 

Director, Office of Medical Applications of 
Research, ,National Institutes of Health 
(NIH) ; 

Director, Office of Research and 
Demonstrations, Health Care Financing 
Administration. 

This new agency will be authorized to: 

set priorities for strengthening the medical 
research base; , 

support research and evaluation on medical 
effectiveness through technology assess~ent, 
consensus development, outcomes research and 
the use of practice guidelines; 

conduct fectiveness trials in. collaboration 
with medical specialty societies, medical 
educators and qualified health plans; 

maintain a clearinghouse and other registries 
on clinical trials and outcomes research 

·data; 

assure the systematic evaluation of existing 
and new treatments 1 and diagnostic 
technologies in an effort to upgrade the 
knowledge base for clinical decision making 
and policy choice; 

design, ap interactive f ,computerized 
dissem~~~tion system of inf.o:onation on 
outcom~~researchf practice guidelines and 



- -

~~her informa~icn ::;roviders. 

-


?ART II - AGENCY FOR HEALTH CARE PDLICY AND RESEARCH (AHCPR) 

Par~ II aives P~CPR resoonsibilitv for evaluating and 

.j:..ssemina~ing~informa~ion on-r,=searc~ priorities and the abili 

~o conduc~ trials on the effec~:"~eriess of medical services. 


, ;'J-:C?R mUSi: establish a clea :-:ghouse to compile and provide 
i:1:ormat:icn and researc~ ciat:a abour:: :.he e·ffect.iv~ness t=i.E!ls. ..:J.. 

fund investigator will be appointed to initiate research with 
resoect i:O the relationshio health care trea~meni:S and 
oUi:comes. 

1 • 

PART III - MEDICAL RESEARCH TRUST FUND 

This part establishes Fund; administered by the HHS 
Secretary to supplement research ~ctivities at NIH and health 
information communications research by the National Library of 
Medicin~. The Fund is financed by a voluntary check-off on 
individ~al tax returns and ~ertai~ civil penalties imposed under 
eRISA. 

SUBTITLE B -- ADMINISTRATIVE SIMPLIFICATION 

This subtitle streamlines ·administrative processes in the 
health care system by establishing standards for a health care 
electronic data interchange (EDI) system to reduce administrative 
waste in the health care system; provide the information on cost 
and quality needed to make competition work; create the tools 
needed to conduct outcomes research to improve the quality of 
carei and, to make it possible to track down fraud. This 
subtitle also sets requirements to protect the privacy and 
confidentiality of health care information, and establishes a 
National Health Information 'Commission of private-sector experts. 

Adoption of Standards for EDI 

• 	 Establishes a federal Health Care Data Panel which 

recommends to OMB (",'hich subsequently issues regulations 

that apply to all federal agencies and to the priyat~ 


sector) the adoption of data.standards for the electronic 

exchange of health care information; 


• 	 standards shall be based on existing standards, where 

possible, and include data to monitor access to health care 

services, and other data sets, as deemed appropriate by the 

panel. 


Timetable for Adoption of Standards 

• 	 Standards for EDI are phased-in over time, according to the 

following tilP:etable: 1) financial and administrative' 

transactions,'(within 9 months o~ enactment); 2) initial 

quality indicator data set (within 12 months); 3) a 




com?rehens~~e c inical ta~a 5e~ :~ith~n 2 years); and 4\ 
s~andards --- e ec~ronic ?a~ien~ medical records (~i~hin ­

rs ; .~ 

G 	 heal~~ insurers and Droviders are. required to comply wi~h 
~he ~JI s~andards or use a heal~hcare information 
clear~~ahouse to translate data to the s~andard. There is a 
grace :?~ricd for adopting es~ablished s~andardsand -,,-aivers 
for s~all and rural hosDitals and others under cer~2in 
circ:..:.::.s"Cances. 

Privacy and Confidentiality 

The Ac~ es~ablishes ct ~rivacy andconfidentialitv 
s"Candards, enforced by criminal.penalties, which require: 

• 	 info~ation to be collected only to the extent necessary ~o 
ca~ry out the purposes of the Act; 

• 	 informed consent for information collected for one purpose 
to be used :or another, unless pooling with other 
individuals renders the informa"Cion unidentifiable; 

• 	 disposal of information when no longer necessary; 

• 	 methods to ensure verifiability, timeliness, accuracy, 
reliability~ utility, completeness, relevance, and 
comparability of the.information must be instituted; 

• 	 individuals.to be notified (in advance of the collec"Cion of 
such information) as to whether their compliance is 
mandatory or voluntary, what the record-keeping practices 
are concerning such information, and how the informa~ion 
will be used; . 

• 	 that individuals be permitted to inspect and correct their 
records and be advised on the use of such information. 

PATIENTS' RIGHT TO SELF-DETERMINATION REGARDING HEALTH CARE 
\ 

This title provides for more effective implementation oj 
living wills and advance directives by: 

• requiring each qualified health plan, Medicare, and Medicaid 
to disseminate information on existing state laws regardlng 
patient's living wills and advance directive rights to 
improve the education, awareness, and exercise of such 
rights; . 

• allowing health care providers to honor advanced directives 
and living ""il.1s which constitute a·reliable expression of 
the individ~a~'s wishe~ concerning his or her health care, 
notwithst~ndirig technical formalities of form, language or 

http:individuals.to


execu~ion E?ecif~ed under s~a~e ~2W: 

permitting por~2 lity between ~tates so ~::at such 
directives ~av be honored, excep~ where ~hey conflict with 
subs~antive D=ovisions of state law regarding health care 
::.re2~ment; 

requesting ~::e HHS Secretary ~o.study implementation of the 
Patient Self-Dete.!.'TI1ina on Acto! 1990 and make 
recommendations to Congress. 

TREATMENT OF EXISTING FEDERAL PROGRAMS : . 

MEDICAID. PROGRAM. . . 

OPTIONAL COVERAGE UNDER 

QUALIFIED HEALTH PLANS 


o 	 At state oo~ion, ::.he Medicaid oroaram'will permit AEDC 
recipients-and SSI recipients to ~eceive medical assistance 
through ,enrollmen~ in a qualified health plan offered in a 
local HCCA. Thes~ate may not res~rict an individual's 
choice of plan and is not required to pay more than the 
applicable dollar limit for the HCCAarea (as determined 
under section 2001 of the Act). The state will make all 
necessary payments of premiums, copayments and deductibles 
under the selected qualified health plan .. The number of 
individuals elec~ing ~o enroll in a qualified health plan is 
limited to a fifteen percent of the eligible population in 
each of the firs~ three years, and ten percent in each year 
there after. 

PART II-~ LIMITATION ON CERTAIN FEDERAL MEDICAID PAYMENTS 

• 	 Federal financial participation for acute 'medical services, 
includ~ng expenditures for payments to qualified health 
plans, .. is subject to an annual federal payment cap. The cap 
is determined by multiplying the per-capita limi~ times the 
average number of Medicaid categorical individuals entitled 
to receive medical assistance in the state plan. . 

• 	 The per-capita limit for fiscal year 1996 is equal to 118% 
of the base per capita funding amount. This amount is 
determined by dividing the total expenditures made for 
medical assistance furnished in 1994 by the average total 
number of medicaid categorical individuals for. that year. 
Expenditures for which no federal financial participation 
was provided and disproportionate share payments are 
excluded from this calculation. ­

• 	 Iri years after 1996, the per-capita limit is equal to the 
per capital. funding amount determined for the previous 
fiscal year.increased by 6 percent for fiscal years 1997 



:hrough 2000, ~nd - =ercen~ ~or fiscal year 2001 and beyond. 

States are reQuired _0 c=ntinue-to make eligible for medical 
assistance any c~ass or ca~egory of individuals that were 
eligible for 2ssis~ance :n fiscal year 1994. 

PART III -- STATE FLEXIBILITY CONTRACT FOR COORDINATED CARE 

SERVICES 


At state option, ~~e Act 'establishes a ri~k.contract program 
within the Medicaid program which; allow states to enter into 
contracts with at-risk primary cate case ma~agement 
providers. .=>n at-risk primary care 'case management provider 
must be a physician, .,group of physicians, a federally 
qualified health ceni~r,a rural health clinic or other 
entity having other arrarig~ments with physicians operating 
under contract with a state to provide services under a 
pr~mary care case ~anagement program. 

e 	 Risk contracting entities must meet federal organizational 
requirements, guarantee enrollee access and have a written 
contract with the state agency that.includes: an 
experienced-based paymem: methodology; premiumstha t do not 
discriminate among"eligible individuals based on health 
status; requiremen~s for health care services; and, detailed 
specification of the resoonsibilities of the contracting 
entity and the state for-providing for or arranging for 
heal th care services. . 

• 	 Standards are established for internal quality assurance and 
state options regarding enrollment and disenrollment are 
specified. State and federal monitoring of quality and 
access standards are also established. 

• 	 In addition, each risk contracting entity providing Medicaid 
services shall also enter into written provider 
participation agreements with an essential community 
provider; or at the election of an essential community 
provider, each risk contracting entity will enter into an 
agreement to make payments to the essential community 
provider for services. Essential community providers 
include: Migrant Health Centers, Community Health Centers, 
Homeless program providers, Public Housing Providers, Family 
Planning Clinics, Indian Health Programs, AIDS provid~rs 
under the Ryan White Act, Maternal and Child Health 
Providers I Federally Qualified Health Centers l and Rural 
Health Clinics. 

PART TV -- OTHER PROVISIONS 

• 	 The Act phases oUt Medicaid Hospital Disproportionate share 
adjustment,R~yments by fiscal Yf:ar 2000 . 

. SUBTITLE B - MEDICARE 



~edicare beneficiaries choese ~o remain in the ~edicare 
_ ram or enroll in ~he same If£~ed health plans as ~he ncn­
elderly pcpulation. The =are"r~~k contrac~ing pregramis 
streng~hened. The annual ra~e of growth of J1edicare expendi S 

is reduced from'12% to 7% over nex~ decade by making 
::::0 j''':sl:.menl:.:: in paymen~s to cer::.ain health care provic.ers, ;:'1 
asking hi;her income senior cil:.izens ~o pay a grea~er share of 
l:.~eir parl:. 3 premiums. 

PART I - eNROLLMENT OF ¥~DlCARE BENEFICIARIES IN QUALIFIED HEALTH 
PLANS 

The E::S Secretary is directed to develop and' submi ~ :'0 

Congress a propo~al the inteoration of }!edicare 
beneficiaries in~o qual ied health plans. In the interim, 
~edic~re enrollees mav"botto enroll in aualified lth 
plans and r~ceive the·sa~ebenefits as t~e und~r 55 
population, including prescription drug 'coverage; 

• 	 the federal government would make payments to a qualified 
healt::' plan, on behalf of the beneficiary, for a oor::.ion of 
the premium up to 100 percent of the amount :'~edicare 
spenos per beneficiary in that area. The beneficiary would 
b~ responsible for ~he remainder of ,the premium., The amount 
the beneficiary would have to pay would depend on the cos~ 
of the aualified health DIan selected. Medicare 
beneficiaries who choose-::.o remain in the existing ~edicare 
proiram would continue to receive the Medicare benefit 
package. 

PART II -, ENHANCEMENT OF MEDICARE RISK CONTRACTS 

• 	 The E-1S Secretary is directed to develop a" new payment 
methodology for Medicare risk contractors which mo~e 
accurately reflects the costs of providing care to 
beneficiaries enrolled in risk contract programs. In the 
interim, several improvements are made in the. methodology 
for determining the amount of payment to risk contractors; 

• 	 these enhancements will increase the number of manaced care 
providers offering enrollment to Medicare beneficiaries, 
'especially 	in areas of the country where there is currently 
no option for .enrollment in a managed care plan. 

PART III - MEDICARE SELECT 

Medicare Select, the current demonstration program which 
allows for the sale of managed care supplemental insurance in 
fifteen states, will be expanded to the nation as a whole. This 
provision allows Medicare beneficiaries to purchase lower cost 
Medigap insurance which provides services through a managed care 
network, rather than fee-for-service.' 

PART TV - OTHER PROVISIONS 



This 	legisla~ion slows ~~e annual ra~e of arow~h in Medicare 
expendi~ures fro~ 12% to 7~ cver ~~epex~ decad~ by making 
adjus~ment.s in payment.s t.o health care providers for cer~ain 
services. Chancres include t.he extension of several l~edicare 
paymen~ ;01icie5 t.hat are due to exoire in 1999. In addition! 
coinsurance is i3posed laborat.o~y and home health services: 
hospi~al Qispropor~ionate share adjustment. ?ayment.s are'Dhased­
out.; 	 and bad debt recognition fer hospita.l services is 
elimina~ 

Finally! the bill increases the ~edicare part B premium fer 
individuals whose incomes exceed S90,OOD,per year and for couoles 
whose incomes exceed $115,000 per year.! 

**************************~~**********~************************** 
************************** 

HEDICAL LIABILITY REFORM 

This subtitle provides mechanisms to resolve disoutes over health 
care ~alpractice claims more effect.ively and efficient.ly. It 
outs in olace reforms that should lead to'a reduction in the 
practice~ of defensive medicine l '..;hile ensuring that victims of 
medical malpractice are fairly compensated and quality of care is 
monitored and maintained. 

MEDIATION AND ALTERNATIVE DISPUTE RESOLUTION 

• 	 Qualified health plan$ are required to provide m~diation 
procedures approved by the state in order to facilitate 
early resolution of potential health care malpractice 
claims. Any party to a health care malpractice claim is 
required to participate in mediation if requested by an~ther 
party to the dispute. All information disclosed in the 
mediation proceeding is protected from use in any other 
proceeding unless it is discovered independently. 

Mandatory Alternative Dispute Resqlution 

• 	 All, health care malpractice claims must. be raised in an 
alternative dispute resolution procedure adopted by the 
state and approved by the HHS Secretary, before they can be 
raised in,state or Federal court. The Secretary will 
develop several models of alternative dispute resolution 
that the states may adopt, or states may develop their own 
alternative to be certified by the Secretary; 

• 	 upon completion of the alternative dispute resolution, any 
parties to the dispute may appeal their case to the 
appropriate state or Federal court. However, if the party 
seeking the court action receives a worse result than that 
received in~he alternative dispute resolution, that party 
bears all cou~t costs. 
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?ART II -- LIABILITY REFORM 


~on-economic =amages awarded t~ a plain~if£ in a health care 
~al ctice c~aim cr ac~ion mav not exceed $250,000. The 
amoun~ of damages a~arded to a-par~y must te reduced by the 
amount of any pas"C.:)r fi.l~ure paymen~ for ~he same injury. 
The liability of each defendant for non-economic and 
punitive d~mages ~ill be bas .on the defendant's proportion 
of responsibility f~r the claimantfs harm. Lawyers may not 

arge 	conti~gency fees than 25% of the total award. 

Reform of Procedures 

,Exceot for i~juries auffered by minors younaer than six, the 
sta~;te of :i3it~::iorrS' for ah~alth car~ malpractice claim 
shall be two years from th~ date on which the injury and its 
cause should reasonably have been discovered. The court or 
o~her adjudica~ing body must impose sanctions on individuals 
whci pursue an unreasonable health care malpractice claim or 
ac~ion. 

Practice Guidelines 

• 	 This section establishes a rebuttable presumption that 
sta~e-developed, federally-approved practice guidelines 
constitute an aoorooriate standard of care. No health care 
provider may be-req;i to provide, or be held liable for 
failing to provide, new or experimental treatments until 
they are found safe and efficacious by the appropriate 
federal agency. 

Drugs and Devices 

• 	 No punitive damages will be awarded in a health care 
malpractice claim or action stemming from a drug or device 
approved by the Food and Drug Administration, unless 
relevant informa~ion was withheld or misrepresented, or an 
illegal payment to secure approval was mad~ .. Approval by 
the FDA is an' absolute defense to strict liability claims. 

SUBTITLE B' -- ANTI-FRAUD AND ABUSE CONTROL PRCX;RAM 

This subtitle establishes a stronger, better coordinated 
federal effort to combat fraud and abuse in our lth care ' 
system. It also expands criminal and civil penalties for health 
care fraud to provide a stronger deterrent to the billing of 
fraudulent claims and to eliminate waste in our health care 
system resulting from such practices. It would: 

• 	 require the HHS Secretary to establish and coordinate a 
national health care fraud program to combat fraud and abuse 
in governme!l't:.and private health care programs; 

• 	 finance the anti-fraud efforts by setting up an Anti-Fraud 



=nd P~use T=~s~ ?~~j­ ~0nies from penal 25. _ ~es. and 
=amages assess -- ­ l~h car~ i-aud are cedica~ed ~o the 
Tr~s~ Fund to Dav ::r ~~e anti fraud eifor~s; 

increase and ex~e~d ~edicare and Xedicaid civil ~onev and 
criminal penalties or fr to all health care programs; 

~ 	 allow competitors ~~suehealth care providers who defraud 
"'che Medicare or }~edicaid ?rograms if the goverllii1en~ does not 
~ring charges agai~st the fraudulen~ provider; 

b~r providers convicted of health ~are,fraud felonies from 
rticipating in ~he Medicare program; 

.', 

require HHS to publish,the names of provloers and suppliers 
who h~ve had final adve~se actions taken against them for 
health care fraud. 

SUBTITLE C -- TREATMENT OF CERTAIN ACTIVITIES UNDER THE 
ANTITRUST LAWS 

This 	subtit will create a mor~ flexible antitrus~ policy 
environment for the evolving health care marketplace, and allow 
"'che efficient collabora~ion pf providers encouraged by the Act, 
including the elimination of expensiv~,duplicative and 
underutilized equipmen~ and services. 

Statutory Safe Harbors 

• 	 T~e «safe h~rbors" apply to: (I) small provider 
combinations; (2) activities of medical sf-regulatory 
entities; (3) participation in certain surveys of cost, 
price, reimbursement, and employee wages and benefits; (4) 
joint ventures for high technology and costly equipment and 
services; (5) small hospital mergers, (6) joint purchasing 
arrangements; and, (7) good faith negotiations; 

• 	 the Attorney General, in consultation with the HHS Secretary 
and FTC Chairman, -.."ill ' solicit suggestions for, and 
promulgate, additional safe harbors to further health care 
reform. ' 

Certificates of Review (Waivers) Awarded by the, 

Attorney General 


• 	 Providers may petition the Attorney Geneial for certificates 
of review to obtain an anti~rust exemption for relevant 
activities. If the Attorney General does not reject the 
application within 90 days, the activity is deemed approved. 

Provider Notifications for Reduc~ion of Antitrust 

Penalties :" 




:jDon 	 :-:ot:.ificat:.ic:: a:-:d :- .. ~. cat:.icn of pro!,osed ',,-ent:.'..::::-es, 
healt:.h care nroviders ca:-: t:. =oient:.ial ant:.itrust:. 
penalt:.ies t:.hat:. ~ay := sed a~~inst:. the vent:.ure 1:0 act:.ual 
damaaes and avoid "::er :::ondemnat:.ion; aDD.l~Cant:.s for 
cert:.i.ficat:.es of revie"w :f.::::- exem!'tion from ~nt:.i trust:. laws are 
aut:.omat:.ically t:.:::-eat:.ed i:; t:.his manner; 

c-ert:.ain networks of· :1on-i:-:st:.i t'.lt:.ional providers obtain these 
beneii1:s without ::ct:.ificat:.ion if they meet:. cert:.ain c:::-iteria. 

New Office at HHS 

• 	 The bill creates an Office of Health Care Competition Policy 
within HHS to as§ist·tbe Secret:.ary in implementing health 
care antitrust policy. 

SUBTITLE G - DEFINITIONS 

Key t:.erms are defined as ::Jllows: 

o 	 with respect to a health plan, a "delivery systemn can be a 
1) fee-for-serJice, 2) preferred provider, 3) st:.aff or group 
model health maintenance organization (HMO), or 4) such 
other system as the Secreiary may recognize~ 

• 	 in. the case of a health plan operating within one st:.ate 
which has a qualified health plan certification program, the 
"appro!,riate certifying authority" is the state comll1issioner 
of insurance. or the state authority responsible for. 
regulating insurance; in all other cases, it is the HHS 
Secret:.ary; 

• 	 "dependent n means a spouse or a natural or adopted child who 
is either under 19 years of age, under 25 years of age and a 
full-time student or any age, if incapable of self-support 
because of mental or physical disability; 

• 	 an "eligible employee" is one who works at least 30 hours 
per week for one employer; 

• 	 an "eligible individual" is one who is. not otherwise 
eligible for coverage under an employer-based qualified 
health plan, or one of the equivalent health care programs, 
or has elected not to enroll in a qualified health plan 
offered by his or her small employer; 

• 	 "equivalent health care programs" include parts A and B of 
Medicare; Medicaidi the health care program for active 
military pers.onnel~ the veterans health care program; 
CHAMPUSi the..,..Indian Health Service program; and, any other 
plan recognized by the Secretary to provide retiree health 

http:t:.:::-eat:.ed
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